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Frequently asked questions pertaining to
Roth 401 (k) contributions

Are Roth contributions right for you? The following frequently asked questions help explain Roth contributions
and how theydiffer from otherretirement plan contributions. Undera change made in the SECURE 2.0 Act,

a higher catch-up contribution limit applies for employees who are ages 60 to 63 and who participate in
eligible plans.

1.

What are Roth contributions?

You maydesignate a percentage of your
paycheckto be contributed to your workplace
retirement plan as a Roth contribution. Roth
contributions are considered optionaland are
made on an affer-tax basis. Roth accounts
were designed to combine the benefits of
saving in your tax-deferred workplace savings
plan with the advantage ofavoiding taxes on
your money when you make withdrawals in
retirement.

How Roth contributions work
Think of contributions to your workplace

retirement plan as having three separate
buckets: pretax, Roth, and after-tax.

When you retire or leave your employer,
earnings on your Roth contributions can be
withdrawn tax free aslong as:

» It hasbeen five fax years since your first
Roth contribution.

* Youare at least 59 years old.

In the event of your death, beneficiaries may
be able to receive distributions tax free if you
had started making Roth contributions earlier
than five tax years prior to the distribution. In
the event of disability, your earnings can be
withdrawn tax free if the date of withdrawal
has been at least five tax years from your first
Roth contribution.

There are limits for Roth contributions

Roth contributions fall under the same IRS
limits as pretax contributions to your plan, so
each dollar of a Roth contribution reduces
the amount that can be contributed pretax
(and vice versa).

* In 2025, the total combined IRScontribution
limit for Roth and/or traditional pretax
contributions is $23,500.

» If you are age 50 or older in the calendar
year,you may make an additional cafch-up
contribution of $7,500 in 2025, bringing
your total pretax and/or Roth contribution to
$31,000 for the year.

» If you are age 60 to 63 and participate in
an eligible plan, for 2025, the catch-up
contribution limit is $11,250 instead of
$7,500.

. What are the similarities and differences

between Roth contributions and traditional
pretax contributions?

Roth contributions are similar to traditional
pretax contributions in the following ways:

* Youelect how much of your salary you wish
to contribute.

* YourRoth and traditional pretax
contributions cannot exceed IRSlimits.

* Yourcontribution isbased on your eligible
compensation.



But, unlike traditional pretax contributions,
Roth contributions allow you to withdraw your
moneytax free when you retire.! And income
taxes will be withheld from your after-tax Roth
contributions, so your take-home pay maybe
less than it would be if you made an equal
traditional pretax contribution.

How are Roth contributions to a workplace
retirement plan different from Roth IRA
contributions?

A Roth IRA (individual retirement account)

is an account that is outside your workplace
retirementsavings plan, whereas Roth
contributions exist within your retirement
savings plan. You may contribute to a Roth IRA
onlyifyour adjusted gross income falls below
a certain amount. There are no adjusted gross
income limits for Roth contributions to your
workplace retirement plan.

Contributions to both your workplace
retirement plan and your Roth IRA have annual
contribution limits.

e The 2025 contribution limit for a Roth IRA
is $7,000 peryear, or $8,000 if you are
age 50 orolder and eligible to make
catch-up contributions.

* The combined IRS contribution limit
for both Roth and traditional pretax
contributions in a workplace retirement plan
ifyou are underage 50 is $23,500. If you are
overage 50 and eligible to make a $7,500
catch-up contribution, the limit is $31,000.
Ifyou are age 60 to 63 and eligible to
make a $11,250 catch-up contribution, the
combined limitis $34,750.

4.

5.

* With a Roth IRA or Roth contributions to
your workplace retirement plan, you do
not have to take a required minimum
distribution (RMD) during your lifetime.
Please speak with yourtax advisorregarding
the impact of SECURE 2.0 on future RMDs.

If | am already contributing $7,000 per year
to a Roth IRA, am | still allowed to make
pretax and Roth in-plan contributions up to
the $23,500 annual limit for 2025?

Yes. You may make pretax and Roth in-plan
contributions up to the annual limit ($23,500
for 2025, or $31,000 if you are catch-up
eligible), even if you have already contributed
the annual maximum amount to a Roth IRA.

How are Roth contributions different from
regular after-tax contributions?

Regular after-tax contributions are similar

to Roth contributions in that both are made
after taxes have been paid on yourincome.
However, there are two key differences:

e Earnings on regular after-tax contributions
are taxable when distributed.

e Regularafter-tax contributions are not
limited to $23,500. Instead, theyare part
ofthe larger $70,000 annualadditions
limit for 2025, which is the totalamount
that can be contributed to a workplace
savings account, including employee and
employer contributions and excluding
catch-up contributions.



Thetable below summarizes the different types of workplace retirement plan contributions and the tax
implications ofeach one.

PRETAX ROTH AFTERTAX EMPLOYER
CONTRIBUTIONS CONTRIBUTIONS CONTRIBUTIONS CONTRIBUTIONS
Are contributions taxed No Yes Yes No
when made?
Are contributions taxed ; .
when distributed? Yes No No Yes
Are earnings taxed Yes No' Yes* Yes

when distributed?

$70,000 for 2025, including employee

What are the $23,500 for 2025 for employee pretax

IRSannual limits? and Roth contributions preta'x, R.Oth’ after-tax, AND employer
contributions

What is the catch-up An additional $7,500 for 2025

contribution Tt for
aperson age 50
or older?

For those age 60 to 63 and plan eligible,
an additional $11,250 for 2025

*A partial distribution from a qualified plan must include a proportional share of the pretax and after-tax amounts in the account. Therefore, while
the portion of your distribution associated with your after-tax contribution is not taxable, the portion of your distribution associated with any
pretax contributions or earnings on pretax or aftertax contributions is taxable.

tA catch-up contribution may be made on a pretax or Roth basis and is in addition to the combined pretax and Roth $23,500 annual limit as
well as the $70,000 annual additions limit, which applies to the total contributions made to your 401(k) across pretax, Roth, after-tax, and
employer contributions.

6. How can | maximize my contributions using a combination of pretax, Roth, after-tax, and
(if age 50 or older and eligible) catch-up contributions?

AGE 49 OR
YOUNGER AGE 50 OROLDER AGE 60-63
1.Contr1bujte the maximum amount on a pretax and/or $23.500 $23.500 $23.500
Roth basis.
2. Contribute the maximum amount on an after-tax basis
2 t H t
up to the annual additions limit of $70,000. $46,500 $46,500 $46,500
3. Take advantage ofthe additional catch-up contribution N/A $7.500 $7.500
ifage 50 or older.
4. Take advantage ofthe additional catch-up contribution .
ifage 60,61, 62, or 63. N/A N/A $11,250
Total contribution $70,000 $77,500 $81,250

Your after-tax contribution amount may be reduced by the amount ofemployer contributions to your plan account, ifapplicable.

iPlan must allow for higher catch-up
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Investing involves risk, including risk ofloss.

IA distribution from a <Roth 401(k)><Roth 403(b)><Roth 457(b)> is federal income tax free and penalty free, provided that the five-year aging requirement
has been satisfied and one ofthe following conditions is met: age 59, disability, or death.

A distribution from a qualified retirement plan (other than an IRA)made to you after you separate from service with your employermay be penalty free if the
separation occurs in or after the year you reach age 55. Note that while penalty free, eamings on Roth contributions are taxable if you are under the age 0f59.5
at the time of distribution. <Additionally, distributions from a governmental457(b)plan are not subject to the 10% additional penalty except for distributions
attributable to rollovers fiom another plan type or IRA>

Fidelitydoes not provide legal or tax advice. The information herein is generalin nature and should not be considered legal or tax advice. Consult an attomey or
tax professional regarding your specific situation.
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