
Tax free income in retirement sounds good, doesn’t it? Well, it’s now available

in your workplace retirement plan with the Roth account. With “traditional” savings, 

you make the contribution with “pre-tax” dollars.  Those savings grow tax deferred, but 

the entire account is considered taxable income when withdrawn. When you save with 

“Roth” dollars, you still save in your workplace retirement plan, but you agree to show 

that amount as taxable income in the year earned.  In exchange for giving up pre-tax 

savings, all withdrawals in retirement are income tax-free. That’s right: Roth allows you 

to save in an account that provides tax-free income in retirement provided you are age 

59½ or older and the Roth account has been established for at least five years.

You still earn any company contributions regardless of which tax treatment you select. 

But keep in mind that any company money contributed would still be made in pretax 

dollars and would be subject to income tax when withdrawn.  

If you’ve been told by your tax advisor that you earn too much to contribute to Roth, 

you’re right… but, just in Roth IRAs. There are no income limits in the workplace Roths.

While the upfront tax break has always been one of the most attractive features of 

saving in a workplace retirement plan, Roth contributions with tax-free compounding of 

all earnings could end up being an even better deal for many.  Plus, Roth dollars aren’t 

subject to the age 73 and older annual required minimum distributions if the balance is 

transferred to an IRA. And Roth accounts pass to your heirs income-tax free too. 

Consider Roth Conversions

Many workplace retirement plans allow you to convert existing balances to Roth. 

Any amount converted is considered taxable income; however, no early

withdrawal penalties are charged. Partial conversions are permitted; you decide

how much to convert in any given year. After your savings are converted to Roth   

and taxes are paid on the balance today, all future gains will be income tax-free.

You should have sufficient assets outside the plan to pay the taxes owed upon 

conversion. No mandatory tax withholding will apply when you convert. You may 

request an additional distribution to pay for the taxes you’ll owe ONLY from balances 

that are already eligible for distribution (rollover accounts and pre-tax balances after 

age 59½) but beware: that amount may be subject to the 10% early withdrawal 

penalty tax since you are not converting that portion of your savings. Plus, if you pay 

taxes from your pre-tax accounts, you’ll have fewer assets to convert, and you will 

lose the opportunity for those assets to grow tax free in the Roth. 

Some recordkeepers charge a fee for each Roth conversion, so make sure you 

understand the fees you will be charged.

Get Advice

Reach out to the MoneyAdvice@Work® team at 866-232-6457, book a web/phone 

meeting conveniently online at moneyadviceatwork.com/learnmore or download the 

free app to message your advisor! Visit the Apple App or Google Play Store and 

search: MoneyAdvice@Work.

Remember, our sole focus is to provide confidential financial wellness services as a 

workplace benefit. Our advisors are committed to coaching you through your financial 

journey without judgment or jargon, all within the safety of a completely sales-free and

confidential environment. So, reach out today!

The above summary has been obtained from sources believed to be reliable but are not 

necessarily complete and cannot be guaranteed. Francis Investment Counsel does not 

provide legal or tax advice. Seek guidance from qualified tax experts before converting.  
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