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We’ve all seen the statistics that 
people are living longer. Experts predict 
that on average Americans who turned 
65 in 2000 are expected to live another 
18 years. Unfortunately, many are fi-
nancially unprepared for the length of 
their retirement and will be forced to re-
turn to the workforce 
well into their golden 
years.

The Roth 401(k) is 
an employer-sponsored 
retirement vehicle that 
debuted a few years 
ago to help people 
save more for a retire-
ment that will likely be 
longer and more costly 
than ever. It combines 
the features of a tra-
ditional 401(k) with 
some of the benefits 
of the Roth IRA. Like 
a regular 401(k), the 
Roth 401(k) is offered 
by employers but dif-
fers in that contribu-
tions are made with 
after-tax dollars. The 
account grows tax free and after a per-
son has reached age 59 1/2, withdraw-
als aren’t subject to income tax. 

Introduced under the Economic 
Growth and Tax Relief Reconciliation 
Act of 2001, the Roth 401(k) received 
attention following its introduction, 
but quickly fell off the radar. The Roth 
401(k) gained momentum in 2006 
when much higher contribution limits 
were put in place, becoming a strong 
addition to many employers’ retirement 
plans. Set to expire in 2010, the Roth 
401(k) is here to stay – 2006 legislation 
made the option permanent. 

So, how does the plan work? Unlike 
the Roth IRA, which is available only 
to people earning less than $110,000 

individually or $160,000 as a couple, 
the Roth 401(k) is available to anyone 
eligible to contribute to a 401(k). That’s 
why it’s believed that this could become 
a popular retirement vehicle for high-
income earners who currently can’t 
contribute to a Roth IRA due to income 
restrictions. 

While traditional 401(k) plans enable 
employees to make 
pre-tax contributions, 
the Roth 401(k) per-
mits only after-tax 
contributions – simi-
lar to a Roth IRA. 
For 2008, employees 
can contribute up 
to $15,500 to their 
401(k), up to $15,500 
to their Roth 401(k), 
or up to a combined 
total of $15,500 in 
both accounts. Addi-
tionally, workers over 
age 50 are allowed 
an additional $5,000 
catch-up contribu-
tion.

The new plan also 
provides another av-
enue for investors to 

accumulate more tax-free retirement 
income than they could through a Roth 
IRA, which allows up to $6,000 for peo-
ple over 50 in 2008. The Roth 401(k) 
gives people the opportunity to roll over 
an existing balance to a Roth IRA, with-
out bumping up against the $100,000 
income limit for Roth IRA conversions. 
It should be noted that for the Roth 
401(k) to work, participants must be 
able to pay their taxes from another 
source. A person can’t simply reduce 
the amount being saved to compensate 
for the tax burden and expect to come 
out ahead.

When it comes to distributions from 
the Roth 401(k), savers can roll over 
funds directly to a Roth IRA, which 

does not require distributions after age 
70 1/2. This situation allows people 
who won’t need their retirement savings 
for living expenses to continue growing 
those assets and leave a larger portion to 
heirs. In addition, people are eligible for 
distributions upon termination of em-
ployment, disability, attainment of age 
59 1/2 or under a financial hardship.

It’s expected that this new retirement 
vehicle will continue to pick up mo-
mentum. According to a recent survey 
conducted by Hewitt Associates, an em-
ployee benefits resource firm, over one-
third of surveyed employers reported 
they are very likely or somewhat likely 
to adopt the Roth 401(k). Employers 
are not required to offer the option and 
some remain on the fence because they 
are concerned about its management 
costs and time involved to educate em-
ployees.

Many employers likely will weigh the 
benefits of offering the Roth 401(k) op-
tion to their employees. If it’s adopted 
by your company, you should closely 
evaluate the options available and as-
sess how your decisions today will im-
pact you now and in retirement. q

– Calamita is a certified financial 
planner with RBC Dain Rauscher in 
South Park.

Guest column

1421-C Orchard Lake Drive
Charlotte, NC 28270

Phone: 704-849-2261 • Fax: 704-849-2504
www.thecharlotteweekly.com

Member of the 
N.C. Press Association

Charlotte Weekly is published by Charlotte Weekly, 
LLC, 1421-C Orchard Lake Drive, Charlotte, NC 28270. 
All rights reserved. Reproduction without permission is 
strictly prohibited. 

Advertising: adsales@thecharlotteweekly.com.

PUBLISHER
Alain Lillie

NEwS
Managing Editor
Linda Singerle
Associate Editor/Arts & Entertainment
Sean O’Connell
Features Editor/Humor Columnist
Regan White
Sports Editor
C. Jemal Horton
Sports Assistant
Aaron Garcia
Food Editor/Restaurant Critic
Heidi Billotto
Book Club Editor
Alison Woo
Staff Writer
Anna Dykema
Contributing Writers
Sondra Bradford
Erica Parkerson
Copy Editor
Jonathan Reed
Editorial Intern
Brittany Gilbert

PRodUctIoN
David Kluttz 
Susan Kluttz

AdvERtISINg & MARKEtINg
Vice President of Sales
Jennifer Clemence
Director of Communications
Kathryn Daniel
Account Executives
Roy Bell
Rachelle Watkins

BUSINESS
Accounting
Elizabeth Lillie
Human Resources
Lindsay Kluttz
Office Assistant
Bonnie Williams

dIStRIBUtIoN 
Gary Boneno

Speaking Out is your opportunity to 
respond to what you read in Charlotte 
Weekly and to share your opinions about 
local issues.

Send your comments by e-mail to 
news@thecharlotteweekly.com, by fax to 
704-849-2504, or by mail to Speaking 
Out, Charlotte Weekly, 1421-C Orchard 
Lake Drive, Charlotte, NC 28270.

SPEAKING Out

Correction
The M.D. designation was inadver-
tently omitted from the byline of Dr. 
David Price, the sports medicine 
specialist from Carolinas Medical 
Center who served as guest colum-
nist in last week’s Charlotte Weekly.
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