
Welcome to the roll out of one of the most significant changes to your Deferred 
Compensation plan in years, the Roth savings option. Please keep in mind that the 
information I’ll provide today is for general education purposes. I am not able to give 
financial, legal or tax advice. For that kind of specific financial help, please see your 
financial planner, attorney or accountant
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Today we will be going over how this new way to save works and how you may 
decide what is right for you.
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You may have heard about other Roth type savings plans outside of your plan, but 
for the City’s Deferred Compensation Plan, this represents a brand new way to 
save.
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Roth is the name of the Congressman who first proposed these types of savings 
plans and it has become the shorthand for any kind of retirement plan where the 
contributions go in after-tax, such as the Roth IRA or the Roth 401(k).  This feature 
just became available for Deferred Compensation Plans under section 457 this year.  
Basically it just means you are saving for retirement with after-tax dollars, as 
opposed to the pre-tax contributions you have been making over the years to your 
plan.
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Although new to Deferred Compensation, Roth has been around for years in other 
roles.  He got his start as a solo act with the Roth IRA, or Individual Retirement 
Account, in 1997. A Roth IRA is similar to a regular IRA, but you save with after-tax 
dollars and don’t pay taxes on earnings. The popularity of that performance led to a 
sequel for the private sector – the Roth 401(k), which operates like a pre-tax 401(k) 
but, again, with after-tax dollars. And after popular demand, Roth agreed to one 
more limited release just for employees of state and local governments, the Roth 
457 plan which now brings the after-tax savings option to you457 plan, which now brings the after-tax savings option to you.
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Previously (and still in re-runs and syndication), we have Doris Deferred starring in 
“Classic Deferred Compensation”, a stirring tale of retirement planning with tax 
deferred growth.  Doris makes the savings easy by with pre-tax contributions to the 
plan, letting those earnings grow tax deferred and then paying taxes on withdrawals 
after retirement as ordinary income.
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Roth is joining Doris to co-star in your retirement savings plan, but you are still the 
Director.  Roth makes his contributions in after-tax dollars, which may hit take home 
pay a bit harder, but the earnings can grow tax-free and qualifying distributions are 
tax free also as long as you comply with a couple of requirements Roth demanded 
before he would appear in your production.
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And even though these requirements are new to Deferred Compensation and the 
comfort level you have reached with Doris after her years of performances, they 
may fit into your vision for how you want your production to turn out.  The 
requirements are just two:  You must be in the Roth option for 5 years prior to your 
distribution and you must have attained age 59 ½.  And of course, just like with 
Doris, you have to be separated from service with the City in order to take 
distributions.
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Roth might not be right for everyone, and with Doris still starring with her timeless 
beauty, he doesn’t have to be.  Some other provisions Roth demanded before 
coming to 457 were that he would only work with active employees, they couldn’t 
convert their current pre-tax balance and he doesn’t want to see any of his old work 
from the Roth IRA when he was first getting started.
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And like we said, Roth isn’t right for every role in your production.  Remember, you 
are the Director and just because you have the option of casting Roth in you plan, 
you do not have to.  You can stick with Doris 100% of the way, just like you have 
been for the years you have been in the plan.  Even if you give Roth an audition, 
your current balance is not effected.
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By now, you are probably wondering how to best utilize Roth and what is right for 
you.

11



The Plan’s contribution limits don’t change. You can contribute up to $16,500 if 
you’re below age 50, $22,000 if you’re age 50 or older, and up to $33,000 if you’re 
eligible for special “Catch-Up” provisions. Keep in mind, though, that the limits are 
coordinated against the total of both pre-tax and Roth contributions. For example, if 
your limit is $16,500, your total pre-tax and Roth contributions could not exceed 
$16,500.
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There are also no changes to your investment options. Your investment instructions 
are a completely separate decision from your decision to choose Roth or Doris. If 
you start making Roth deferrals, for example, you will not need to tell the Plan how 
to invest them. They will be invested based on your existing allocation instructions 
to the Plan, unless you choose to change them.
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The addition of Roth doesn’t affect these other Plan features either. You can take 
loans and hardships from both savings types. Distribution options remain the same 
for both savings types. You do not make separate beneficiary designations for Roth 
contributions. And our customer service and other Plan services and features 
remain the same.
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Now you just have two recipes for saving.  Doris is sunny side up as her 
contributions are easier on your take home pay and that keeps Doris up as she 
sees how quickly her account grows with a minimal impact on her take home pay.  
Roth is focused on getting the pain of taxes out of the way now so that when it 
comes time to retire, his distributions will come to him over easy as they will be tax 
free as long as they are “qualified”  And do you all remember the two things that 
make the “Qualified”?  ASK FOR HANDS That’s right, five years in the plan and 
age 59 ½age 59 ½.
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How you feel about the future direction of tax rates and how long you will be 
working for the City may be some of the factors in deciding which option is best for 
you.  If you like the way you can save more with less impact on your take home pay 
now, you may want to stay with Doris.  If you think tax rates when you retire will be 
higher, or you expect your income to go up in retirement, Roth may be best for you. 
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Going forward you are in charge of the production as always.  You can go all the 
way with Roth or stay with Doris or you may want to divide your contribution 
between them.
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If you are currently making a large pre-tax contribution now, you may want to take 
some time and adjust your contributions to Roth over time, so you don’t see the 
reduction in take home pay hit all at once
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You have several options going forward, including doing nothing, staying with Doris 
for now and learning more about Roth.  You may want to talk to a tax or Financial 
Advisor to help you decide which is best for you.  You may want to utilize some of 
the plan resources to help you decide.
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In addition to the plan resources you are used to: the web, Keytalk and the City Hall 
Service Center, you can review the special mailing with the Q&A that was previously 
sent to you by mail to see if your questions are answered there. You can attend as 
many of the group meetings as your schedule allows.  And the website now has a 
“Roth Analyzer Calculator” to help you make your choice.
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You will make changes to your contribution in the same ways as always, by KeyTalk
or on the Website, only now you may direct them into Doris like always or choose to 
give some to Roth.

21



Thanks for coming and learning about this egg-citing new option for your retirement 
savings.  I will be here to answer your questions until the next meeting.
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