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It’s time for an employee benefits
review. Those still working may
want to evaluate their choices for
health, dental, disability,
long-term care and life insurance
coverages . If accounts such as a
Flexible Spending Account,
Health Savings Account or
Dependent Care Reimbursement
Account exist, do you have a plan
to contribute to or utilize these
accounts before the end of the
year? Are you on track to
maximize contributions to your
retirement savings plan for 2023?
If you are 50 or older, have you
made Catch-Up contributions?
Are you taking advantage of an
existing Employee Stock
Purchase Plan? For the highly
compensated, is there a Deferred
Compensation plan available to
you? Other benefit plans such as
employee stock options,
restricted stock, and performance
bonuses can be an important part
of your long-term financial
security. Start your review by
obtaining a copy of your
summary of benefits. Feel free to
contact SWA and we will gladly
assist you.

Until Next Time…

The SWA Team

A growing number of Americans are going "cashless" for everyday purchases
like groceries, gas, services, and meals compared to previous years. A
cashless payment might be made using a debit or credit card, or a payment
app or mobile wallet on a smartphone.

In 2022, about 41% of Americans said none of their purchases in a typical
week were paid for using cash, up from 29% in 2018 and 24% in 2015. Among
affluent households, 59% said they didn't use cash for any typical weekly
purchases. The trend of not carrying cash varies by age, with 54% of people
under age 50 saying they don't worry much about whether they have cash on
hand compared to 28% of people 50 and older.

Source: Pew Research Center, 2022 (numbers do not equal 100% due to rounding)
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SECURE 2.0: Big Impacts for Small Businesses
An AARP study released in July 2022 found that
nearly half of all private sector employees ages 18 to
64 had no access to a retirement plan at work. It also
found that small businesses are more likely to lack a
work-based plan, putting their workers at a significant
disadvantage when it comes to retirement
preparations (see chart).

Last December, Congress passed a $1.7 trillion
omnibus package that included the SECURE 2.0 Act
of 2022, a sweeping set of provisions designed to
improve the nation's retirement-planning health. Here
is a brief look at some of the tax perks, rule changes,
and incentives included in the legislation to help small
businesses and their employees.1

Tax Perks for Employers in 2023
Perhaps most appealing to small business owners, the
Act enhances the tax credits associated with adopting
new retirement plans, beginning in 2023.

For employers with 50 employees or less, the pension
plan start-up tax credit increases from 50% of qualified
start-up costs to 100%. Employers with 51 to 100
employees will still be eligible for the 50% credit. In
either case, the credit maximum is $5,000 per year
(based on the number of employees) for the first three
years the plan is in effect.

In addition, the Act offers a tax credit for employer
contributions to employee accounts for the first five tax
years of the plan's existence. The amount of the credit
is a maximum of $1,000 per participant, and for each
year, a specific percentage applies. In years one and
two, employers receive 100% of the credit; in year
three, 75%; in year four, 50%; and in year five, 25%.
The amount of the credit is reduced for employers with
51 to 100 employees. No credit is allowed for
employers with more than 100 workers.

Rule Changes and Relevant Years
In 2024, employers will be able to adopt a starter
401(k) or similar 403(b) plan, an auto-enrollment plan
for employee contributions only. The plan may accept
up to $6,000 per participant annually ($7,000 for those
50 and older), indexed for inflation. Designed to be
lower cost and easier to administer than traditional
plans, these programs impose minimum and maximum
contribution rates and other rules.

SIMPLE plans may benefit from two new contribution
rules. First, employers may make nonelective
contributions to employee accounts up to 10% of
compensation or $5,000. Second, the annual
contribution limits (standard and catch-up) for
employers with no more than 25 employees will
increase by 10% more than the limit that would
otherwise apply. An employer with 26 to 100
employees would be permitted to allow the higher
contribution limits if the employer makes either a

matching contribution on the first 4% of compensation
or a 3% nonelective contribution to all participants,
whether or not they contribute. These changes also
take effect in 2024.

Beginning in 2025, 401(k) and 403(b) plans will
generally be required to automatically enroll eligible
employees and automatically increase their
contribution rates every year, unless they opt out.
Employees will be enrolled at a minimum contribution
rate of 3% of income, and rates will increase each year
by 1% until they reach at least 10% (but not more than
15%). Not all plans will be subject to this new
provision; exceptions include those in existence prior
to December 29, 2022, and those sponsored by
organizations less than three years old or employing
10 or fewer workers, among others.

Worker Savings Amounts: With Retirement
Plan vs. Without

Source: Employee Benefit Research Institute, 2023. "With plan" includes
workers with a defined contribution plan, IRA, or defined benefit (DB) plan.
Total assets include savings and investments other than the value of their
home and DB plan. Numbers may not add up to 100% due to rounding.

Participant Incentives on the Horizon
SECURE 2.0 drafters were creative in finding ways to
encourage workers to take advantage of their plans.
For example, effective immediately, employers may
choose to offer small-value financial incentives, such
as gift cards, for joining a plan, or beginning in 2024,
they may provide a matching contribution on employee
student loan payments. Also starting in 2024, workers
will be able to withdraw up to $1,000 a year in an
emergency without having to pay a 10% early
distribution penalty, which may ease the fear of locking
up savings until retirement (restrictions apply).
1) SECURE stands for Setting Every Community Up for Retirement
Enhancement and originated with the SECURE Act of 2019.
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Coming in 2024: New 529 Plan-to-Roth IRA Rollover Option
In December 2022, Congress passed the SECURE
2.0 Act. It introduced two new rules relating to 529
plans and student debt that will take effect in 2024.

The first provision allows for tax- and penalty-free
rollovers from a 529 plan to a Roth IRA. The second
provision allows student loan payments made by
employees to qualify for employer retirement matching
contributions.

529 Plan to Roth IRA Rollover
529 plans are tax-advantaged savings accounts
specifically geared to saving for college. In an effort to
broaden their flexibility in situations where families
have extra funds in an account, Congress created a
new rollover option. Starting in 2024, 529 plan
beneficiaries can roll over up to $35,000 to a Roth IRA
over their lifetime. Here are the specific rules:

• Any rollover is subject to annual Roth IRA
contribution limits, so a beneficiary can't roll over
$35,000 all at once. For example, in 2023, the Roth
IRA contribution limit is $6,500 (for people under age
50) or earned income, whichever is less. If the limit
remains the same in 2024, a beneficiary would be
able to roll over up to $6,500.

• In order for the rollover to be tax- and penalty-free,
the 529 plan must have been open for at least 15
years. If the 529 account owner (typically a parent)
changes the beneficiary of the 529 plan at any point,
this could potentially restart the 15-year clock.

• Contributions to a 529 plan made within five years of
the rollover date can't be rolled over — only 529
contributions made outside of the five-year window
can be rolled over to the Roth IRA. For more
information on determining the date of contributions,
contact the 529 plan manager.

Example: Kate opens a 529 account for her son Joe
when he is three years old. Kate contributes to the
account for 15 years. At age 18, Joe enters college.
Kate continues to contribute to the account while Joe
is in college. Joe graduates, and there is money left
over in the 529 account. Because the account has
been open for at least 15 years, Joe is eligible to roll
over funds from the 529 account to a Roth IRA in his
name. He can roll over an amount up to the annual
Roth IRA contribution limit, provided he doesn't
transfer any contributions made to the 529 account in
the past five years. Joe can continue rolling over funds
from the 529 plan to the Roth IRA (consecutive years
or intermittent years) until he has reached the $35,000
lifetime limit.

Number of 529 college savings plan accounts,
2018–2022, in millions

Source: ISS Market Intelligence, 529 Market Highlights, 4Q 2019–2023

Student Loan Payments Can Qualify for
Employer Retirement Match
Employees with student debt often have to prioritize
repaying their loans over contributing to their
workplace retirement plan, which can mean missing
out on any potential employer retirement matching
contributions. Starting in 2024, the SECURE 2.0 Act
gives employers the option to treat an employee's
student loan payments as payments made to a
qualified retirement plan (student loan payments will
be considered an "elective deferral"), which would
make those contributions eligible for an employer
retirement match (if an employer offers this benefit).

There are generally fees and expenses associated
with participation in a 529 plan. There is also the risk
that the investments may lose money or not perform
well enough to cover college costs as anticipated. The
tax implications of a 529 plan should be discussed with
your legal and/or tax professionals because they can
vary significantly from state to state. Most states
offering their own 529 plans may provide advantages
and benefits exclusively for their residents and
taxpayers, which may include financial aid, scholarship
funds, and protection from creditors. Before investing
in a 529 plan, consider the investment objectives,
risks, charges, and expenses, which are available in
the issuer's official statement and should be read
carefully. The official disclosure statements and
applicable prospectuses, which contain this and other
information about the investment options, underlying
investments, and investment company, can be
obtained by contacting your financial professional.
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Home Energy Tax Credits

Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2023

IMPORTANT DISCLOSURES

The information presented here is not specific to any individual's personal circumstances.

To the extent that this material concerns tax matters, it is not intended or written to be used, and cannot be used, by a taxpayer for the
purpose of avoiding penalties that may be imposed by law. Each taxpayer should seek independent advice from a tax professional based
on his or her individual circumstances.

These materials are provided for general information and educational purposes based upon publicly available information from sources
believed to be reliable—we cannot assure the accuracy or completeness of these materials. The information in these materials may change
at any time and without notice.

A couple of federal personal tax credits are available
for the installation of certain energy efficient or clean
energy property in your home. The energy efficient
home improvement credit is available for qualifying
expenditures incurred for an existing home or for an
addition to or renovation of an existing home, but not
for a newly constructed home. The residential clean
energy property credit is available for qualifying
expenditures incurred for either an existing home or a
newly constructed home. For both credits, the home
must be located in the United States and used as a
residence by the taxpayer.

Energy Efficient Home Improvement Credit
The energy efficient home improvement credit is equal
to 30% of the sum of amounts paid by the taxpayer for
certain qualified expenditures. There are limits on the
allowable annual credit and on the amount of credit for
certain types of qualified expenditures. The maximum
annual credit amount may be up to $3,200.

An annual $1,200 aggregate credit limit applies to all
building envelope components, energy property, and
home energy audits (30% of costs up to $150 for such
audits). Building envelope components include exterior
doors (30% of costs up to $250 per door, up to a total
of $500); exterior windows and skylights (30% of costs
up to $600); and insulation materials or systems and
air sealing materials or systems (30% of costs).

Energy property (30% of costs, including labor, up to
$600 for each item) includes central air conditioners;
natural gas, propane, or oil water heaters, furnaces,
and hot water boilers; and certain other improvements
or replacements installed in connection with building
envelope components or other energy property.

A separate annual $2,000 aggregate credit limit (30%
of costs, including labor) applies to electric or natural
gas heat pump water heaters; electric or natural gas
heat pumps; and biomass stoves and boilers.

The credit is not available after 2032.

Residential Clean Energy Property Credit
A 30% credit is available for certain qualified
expenditures made by a taxpayer for residential clean
energy property. This includes expenditures for solar
panels, solar water heaters, fuel cell property, wind
turbines, geothermal heat pump property, battery
storage technology, and labor costs allocable to such
property.

There is no overall dollar limit for this credit. For
qualified fuel cell property, there is a general credit
limit of $500 for each half kilowatt of capacity. The
credit is reduced to 26% for property placed in service
in 2033, 22% for property placed in service in 2034,
and no credit is available for property placed in service
after 2034.
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