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401(k) plans have been around since 1981; however, the conception for the establishment of such plans was
included in the Revenue Act of 1978 whereby Congress included a provision that allowed employees to avoid
being taxed on a portion of income that they decided to receive as deferred compensation in lieu of direct
pay. Roth 401(k) plans were created as part of the Economic Growth and Tax Relief Reconciliation Act of 2001
(“EGTRRA”), but they did not become effective until January 1, 2006. In contrast to “pre-tax” 401(k) deferrals,
Roth 401(k) contributions are “post-tax” contributions, but the earnings on Roth 401(k) contributions grow
tax-free as long as certain conditions are met.*
Below are six tidbits you may not know about Roth 401(k) plans:
1. A qualified retirement plan cannot offer a Roth 401(k) only; the plan also must offer a traditional pre-tax 401(k)
plan.
2. The plan can provide for automatic enrollment in a Roth 401(k) similar to the automatic enrollment in a traditional
pre-tax 401(k) plan. The plan document must state how the automatic contributions will be allocated between the
traditional pre-tax 401(k) elective deferrals and any designated post-tax Roth 401(k) contributions.
3. The plan document can allow for the “catch-up” contributions on Roth 401(k) accounts for participants who are at
least 50 years old, similar to the catch-up contributions allowed for the traditional pre-tax 401(k) deferrals.
4. Roth 401(k) contributions must be included in the annual non-discrimination testing, and also must be included
when determining if a plan is top-heavy.
5. Forfeitures, employer matching, or any other employer contributions cannot be allocated to Roth 401(k) accounts.
6. Loans can be taken from Roth 401(k) accounts providing the plan document permits.

For more information on Roth 401(k) plans go to: https://www.irs.gov/retirement-plans/retirement-plansfaqs-on-designated-roth-accounts
Please contact Schneider Downs if you have questions or visit the Our Thoughts On... blog for more articles.
*TO AVOID TAXATION ON THE EARNINGS YOU MUST BE A PARTICIPANT IN THE ROTH 401(K) PLAN FOR A
MINIMUM OF FIVE YEARS, AND YOU CANNOT TAKE A DISTRIBUTION UNTIL ON OR AFTER THE DATE YOU
ATTAIN AGE 59 ½.
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You’ve heard our thoughts… We’d like to hear yours
The Schneider Downs Our Thoughts On blog exists to create a dialogue on issues that are important to organizations and
individuals. While we enjoy sharing our ideas and insights, we’re especially interested in what you may have to say. If you
have a question or a comment about this article – or any article from the Our Thoughts On blog – we hope you’ll share it
with us. After all, a dialogue is an exchange of ideas, and we’d like to hear from you. Email us at
contactSD@schneiderdowns.com.
Material discussed is meant for informational purposes only, and it is not to be construed as investment, tax, or legal advice.
Please note that individual situations can vary. Therefore, this information should be relied upon when coordinated with
individual professional advice.
© 2019 Schneider Downs. All rights-reserved. All content on this site is property of Schneider Downs unless otherwise noted
and should not be used without written permission.
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Russian Hackers Indicted in Pittsburgh

CYBERSECURITY
BY MATTHEW CREEL | 12.6.2019

Two Russian nationals, Maksim Yakubets and Igor Turashev, were indicted in Pittsburgh on December
5th, for involvement in international multimillion-dollar ...
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Tax Treatment of Deferred Revenue in a Taxable Stock Acquisition
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The general rule under Internal Revenue Code §451 is that an item of income shall be included in gross
income for the taxable year or receipt unless ...
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Have a question? Ask us!
We’d love to hear from you. Drop us a note, and we’ll respond to you as quickly as
possible.
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COLUMBUS
65 East State Street, Suite 2000
Columbus, OH 43215
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WASHINGTON, D.C.
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Schneider Downs is a Top 60 independent Certified Public Accounting (CPA) firm providing accounting, tax,
audit and business advisory services to public and private companies, not-for-profit organizations and global
companies. We also offer Internal Audit; Technology Consulting; Software Solutions; Personal Financial
Services; Retirement Plan Solutions and Corporate Finance Services. Schneider Downs is the 13th largest
accounting firm in the Mid-Atlantic region and serves individuals and companies in Pennsylvania (PA), Ohio
(OH), West Virginia (WV), New York (NY), Maryland (MD), and additional states in the United States with offices
in Pittsburgh, PA and Columbus, OH.
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