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LEARN MORE ABOUT THE ROTH OPTION
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Your retirement plan offers an additional way to 
contribute. In a traditional qualified plan, contributions 
are made with pre-tax dollars. Once you retire and begin 
taking distributions from the plan, your contributions 
and earnings are taxed as ordinary income.

With the Roth option, you pay your taxes up front. Roth 
contributions are made with after-tax dollars, which 
means that first you are taxed on the full amount 
you earn and then your contribution is deducted. 
Your earnings accumulate tax free and, in general, 
distributions (both principal and earnings) are tax free 
when you retire.

As always, Roth contributions are deducted directly 
from your paycheck, and you are free to choose how 
your money is invested. If you take a distribution 
prior to age 59½ or within five years of the first Roth 
contribution, taxes and penalties may apply.

A new retirement preparation choice

Roth tax-free distributions must meet tax law 
requirements. Traditional and Roth contributions 
are combined in determining maximum plan 
contributions and catch-up contributions. Your 
plan’s limits may differ from this amount. Catch-up 
contributions may not be allowed by your plan.

Who should consider the Roth option?
The Roth option is not for everyone. It may be 
advantageous if you believe you’ll be in a higher tax 
bracket when you retire or if you prefer to reduce your 
future tax liability instead of your current tax liability.

If you wish, you can also make both traditional 
and Roth contributions in the same year. The two 
contribution types must be kept in separate accounts, 
and your total retirement plan contributions 
(traditional and Roth) cannot exceed your plan’s 
annual contribution limit.

Note: Products issued and underwritten by American United Life 
Insurance Company® (AUL), a OneAmerica company. Administrative 
and recordkeeping services provided by McCready and Keene, Inc. 
or OneAmerica Retirement Services LLC, companies of OneAmerica 
which are not broker/dealers or investment advisors. Provided content 
is for overview and informational purposes only and is not intended 
and should not be relied upon as individualized tax, legal, fiduciary, 
or investment advice. These concepts were derived under current 
laws and regulations. Changes in the law or regulations may affect the 
information provided. For answers to specific questions, please consult 
a qualified attorney, tax advisor, or financial professional. Weigh your 
options carefully, Roth is not for everyone.

Traditional Roth

Tax-deferred 
contributions

Yes No

Tax-free distributions No Yes 

Maximum annual
contributions 

$19,500 (in 2021) $19,500 (in 2021)

Catch-up 
contributions 
allowed?

Yes; $6,500 
annual maximum 
(in 2021)

Yes; $6,500 
annual maximum 
(in 2021)

The Roth option
To determine whether the Roth 
option is suitable for you visit 
www.indygov457plan.com.




