
At the end of 2024, 74% of households had a tax-advantaged retirement  
account.* Retirement savers found the tax-free nature of the Roth IRA, and 
the fact that there are no required minimum withdrawals, very attractive.

Now, if you don’t qualify for a Roth IRA, or just want to save more for 
retirement, you can take advantage of many Roth features inside your  
401(k) plan. The combination of regular 401(k) and Roth 401(k) contributions 
is a powerful tool for enhancing your retirement savings outlook.

The new Roth 401(k) feature in your plan allows you to invest after-tax 
dollars (allowing them to grow on a tax-deferred basis) and take qualifying 
distributions tax-free. The following questions and answers will help you 
decide if Roth 401(k) contributions are right for you.
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Roth 401(k)  
Contributions
Questions and answers to help you decide

*�The 2025 Investment Company Fact Book, 65th edition ©2025, Investment Company Institute.
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What is the difference between regular 401(k) 
contributions and Roth 401(k) contributions?

When you participate in your 401(k) plan, you are 
electing to defer receiving part of your pay and 
placing it in a retirement savings plan. You instruct 
your employer to put that deferral amount into a 
plan account for you.

When you make a regular 401(k) deferral, the 
amount is taken out of your pay on a pre-tax basis. 
The tax is deferred until your account is distributed 
to you, at which time your contributions and 
investment earnings are subject to income tax.

A Roth 401(k) contribution is made on an after-
tax basis, meaning that you’ve already paid current 
income tax on it. Since it was taxed at the time 
of deferral, it won’t be taxed again when it is 
later distributed to you. And if you meet several 
qualifications, the investment earnings on your 
deferrals will not be taxed when you receive them.  
So, the earnings can be tax-free, not just tax-deferred.

Who is eligible to make these contributions?

If you are eligible to contribute to your 401(k) plan, 
you are eligible to make Roth 401(k) contributions.

Can I make both pre-tax 401(k) contributions and 
Roth 401(k) contributions at the same time?

Yes. Your plan’s recordkeeper will maintain separate 
accounts for these two types of contributions. 

Because no one knows what the tax rates will be 
in the future, many people choose to diversify their 
contributions between the pre-tax and Roth option. 
The following hypothetical illustration shows how 
different tax rate trends can affect pre-tax vs. Roth 
withdrawals during retirement: 

Can I have a Roth IRA and also make Roth 401(k) 
contributions to my 401(k) plan?
Yes. 

How do the Roth IRA and Roth 401(k) contribution 
limits differ?

In 2026, you may contribute $7,500 to a Roth IRA, 
plus $1,100 as a catch-up contribution if you are at 
least age 50. In your 401(k) plan, you can contribute 
up to $24,500 in 2026 (plus $8,000 as a catch-up 
if you’re at least age 50, or $11,250 as a catch-up if 
you’re age 60-63). Please note that starting in
2026, if you make $150,000+ in wages, any catch-up
contribution you wish to make must be designated 
as a Roth catch-up contribution. This mandate is part 
of the SECURE Act 2.0 provisions.

The key point is that your pre-tax 401(k) contributions 
and your after-tax Roth 401(k) contributions both 
count toward the $24,500 limit in 2026 ($32,500, or 
$35,750 for those age 60-63, if eligible to make  
a catch-up contribution). 

Is there an income limitation for making Roth 
401(k) contributions?

No. You are not eligible to contribute to a Roth IRA  
if your gross income exceeds certain limits, but those 
income restrictions do not apply to Roth 401(k) 
contributions.

When must I designate a deferral as a Roth 401(k) 
contribution?

You must designate your contribution as a Roth 
401(k) contribution at the time the deferral is made. 
As a practical matter, you will need to complete and 
submit the proper form to your plan administrator  
in order to begin making Roth 401(k) contributions.

Your designation of contributions as Roth 401(k) 
deferrals is irrevocable. This means that you may not 
change your designation of specific contributions as 
Roth 401(k) contributions after they’ve been made to 
the plan.

You may, of course, change your contribution rate and 
any split between regular 401(k) contributions and 
Roth 401(k) contributions as often as the plan permits. 
See your Plan Highlights for more information.

$400/month 
Pre-tax contribution

$300/month* 
Roth after-tax 
contribution 

*(Equivalent to $400 in 
pre-tax money)

Tax Rate at 
Retirement

Monthly After-Tax 
Retirement Withdrawals

Increases 5% $3,280 $3,514

Stays the same $3,514 $3,514

Decreases 5% $3,749 $3,514

Assumes a 40-year accumulation period and a base tax rate of 
25%. See the back page for important information regarding 
hypothetical examples.
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This material was created for educational and informational purposes only and is not intended as ERISA, tax, legal 
or investment advice. If you are seeking investment advice specific to your needs, such advice services must be 
obtained on your own separate from this educational material.

HUB Retirement and Private Wealth employees are affiliated with and offer Securities and Advisory services 
through various Broker Dealers and Registered Investment Advisers, some of whom may or may not be affiliated 
with HUB International. HUB International owns the following Registered Investment Advisers: HUB Investment 
Partners; HUB Investment Advisors; Global Retirement Partners, LLC; RPA Financial; and Taylor Advisors. 
Additional information for each individual HUB International Registered Investment Advisor may be found in the 
respective Form ADV available on the SEC’s IAPD website at https://adviserinfo.sec.gov. Insurance services are 
offered through HUB International.
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Is there a vesting schedule applied to my Roth 
401(k) deferrals?
No, because you are always 100% vested in your own 
contributions, just like your regular 401(k) deferrals.

Will my Roth 401(k) contributions be eligible for  
any company match?
Employers may or may not match Roth 401(k) 
contributions. Check with your Plan Administrator.

Can I convert my pre-tax 401(k) contributions to 
Roth 401(k) contributions?

Yes, you may convert some or all of your pre-tax 
amounts at any time, if your plan permits such 
conversions. Unlike a Roth IRA, conversions within  
the plan are irrevocable.

Will distribution of my Roth 401(k) contributions  
be non-taxable?

The distribution of your contributions will be tax-free, 
since you already paid income tax on them when 
they were made to the plan.

In order for the earnings on those contributions to 
be tax-free, they must be distributed only after you 
reach age 59½, you become disabled, or your death. 
Also, your Roth 401(k) contributions must have been 
in the plan for at least five years from when you first 
made a Roth 401(k) contribution.

When does the five-year period start?

The five-year period begins on the 1st day of the 
year in which you make your first Roth 401(k) 
contribution. Contributions made in a later year  
do not start a new five-year waiting period.

What happens to my Roth 401(k) contributions 
when I terminate employment?

Your Roth 401(k) account balance may be rolled 
over into a Roth IRA of your choice, or to another 
employer’s 401(k) plan if that plan accepts Roth  
401(k) deferrals.

To receive your distribution tax-free, it must be  
made more than five years after your Roth 401(k) 
account was established and your distribution must 
be on account of attainment of age 59½, death  
or disability.

If you do not roll over your Roth 401(k) account or 
meet the tax-free distribution requirements in the 
previous sentence, your investment earnings may be 
subject to income tax. If you are under age 59½ you 
may also have an early distribution penalty of 10%.

Will I have to take required distributions of my 
Roth 401(k) contributions beginning at age 70½?

The age for taking required minimum distributions 
from traditional and Roth 401(k)s, as well as 
traditional IRAs, has recently been raised to age 
73 (a Roth IRA has no mandatory distribution 
requirements).

Can I withdraw the earnings on my Roth 401(k) 
contributions to use them to buy my first home, 
without tax or penalty?

No. That provision is available only in Roth IRAs.

Sources: irs.gov and  Investopedia (https://www.investopedia.com/terms/r/roth401k.asp)

All hypothetical examples assume an 8% average annual return compounded monthly and a 4% annual withdrawal rate after the 
accumulation period. These are point-in-time views and as such do not take into account any growth or loss during retirement. 
Without investment growth/loss during retirement, a 4% annual withdrawal rate would deplete retirement savings in 25 years. 
Examples are for illustrative purposes only and do not reflect the results of any particular investment, which may differ, or taxes  
that may be owed on tax-deferred contributions, including a potential 10% penalty for withdrawals taken before age 59½. Regular 
investing does not ensure a profit or protect against loss in a declining market.

If you have additional questions, contact your 
Plan Administrator or Benefits Representative.


