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What is Roth? In simple terms, Roth is a deferral option that allows DCP customers more
control over when their account funds will be taxed. You can choose to pay tax when you make
contributions (Roth), or when you withdraw them (pretax). Traditional pretax contributions and
investment earnings are taxed when you withdraw the funds, usually in retirement. The Roth
withdrawal along with any earnings, is not taxed if you keep the balance at least five years from
the year of your first Roth contribution.

Can | contribute to both Roth and pretax in DCP? Yes. You can choose to contribute to both or
either option. You’ll be able to review and access both balances using your online account. The
combined contributions for both options must fall within IRS annual limits.

How do | start contributing to Roth?

e If you are new to DCP, complete an enrollment form
e If you are already enrolled, make changes to your Roth contributions through your
online account.

What is the minimum amount | can contribute? For DCP (Roth and pretax) the minimum is 1%
or $30 a month. The contributions must be whole numbers. This means if you were contributing
to both options, you’d be contributing at least 1% each to Roth and 1% to pretax. Or at least $S30
as a combined monthly minimum for both.

What is the maximum amount | can contribute? The combined yearly total for both options
must fall within the IRS limits for this account type. These limits are set annually by the IRS. In
2023, the total contribution limit is $22,500. If you are 50 or older, you can contribute an
additional $7,500.

Can | contribute a percentage or dollar amount to Roth? Yes, you can choose either a
percentage or a dollar amount. If you are also contributing pretax dollars, you need to use
percentages for both or dollar amounts for both, but the amounts you contribute to each can be
different. Example: If you are contributing 3% pretax and you want to also contribute to Roth,
you will need to select a percentage of 1% or more. Or you can change both contributions to
whole dollar amounts.

How long will it take for my contribution changes to go into effect? Any DCP contribution
changes you make to your account can take up to 30 days to go into effect (depending on your
employer’s payroll cycle).

Why might customers choose the Roth option? Because you pay tax on the contributions, Roth
offers a source for tax-free retirement income in the future. If you expect your retirement


https://www.drs.wa.gov/login/

DRS

WASHINGTON STATE
Department of
Retirement Systems

income taxes will be higher than your current income taxes, Roth could save you money. Money
withdrawn will not be taxed if your first contribution is at least five years old. Less tax on your
withdrawals could mean more money in your pocket during your retirement. See the
comparison chart for more information about the differences between Roth and pretax options
for DCP. Your retirement savings needs may vary—talking with a financial professional can help
you determine which option is best for you.

How is DCP Roth different from a Roth IRA? The main difference is Roth IRA has income limits
to participate. DCP Roth does not. Roth DCP has higher maximum contribution limits than a
Roth IRA (522,500 vs $6,500 in 2023 for those under 50, and $30,000 vs $7,500 for those 50
and over).

How is a Roth deferral percentage calculated from the paycheck? The percentage is calculated
from the total gross salary for the pay period, before any deductions are applied.

When does my Roth balance qualify for tax-free withdrawal? A non-taxed withdrawal, also
called a qualified distribution, is generally a withdrawal made after a 5-taxable-year period of
participation, and is either: made on or after you reach age 59%, made on or after your death,
or attributable to your being disabled.

Will | be taxed on the Roth contribution amount if | take withdrawal before 5 years? Yes, if it
hasn’t been at least 5 years since your first taxed (Roth) contribution, the IRS considers your
withdrawal an unqualified distribution and you will be taxed on the earnings associated with
those taxed (Roth) contributions.

Are unforeseeable emergencies allowed from Roth? Yes, but you may be taxed on earnings if it
hasn’t been at least 5 years since the year of your first taxed (Roth) contribution into the plan.

Is the first Roth contribution date on the account used for calculating the 5 years for a Roth In
Plan conversion? Yes. The first taxed (Roth) contribution date is used.

Can | convert my existing pretax DCP balance to a Roth balance? Yes. However, you will be
responsible for paying any taxes due when you file your taxes at end of the year. Taxes will NOT
be withheld by DRS or the record keeper at the time of the conversion. The converted amount
will be reported to the IRS and to you on a 1099. To convert your existing DCP pretax account to
the Roth option, you can contact the DCP record keeper or complete a conversion request form.

If | take a Roth withdrawal and a pretax withdrawal, will | receive one or two 1099s? You will
receive two separate 1099s.

How will I claim a Roth withdrawal on my taxes? If the withdrawal is qualified (meaning it
meets the 5 year minimum and is made on or after age 59 %), you do not include it in your
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gross income. If the withdrawal is nonqualified (meaning it doesn’t meet the criteria for being
tax-free) you would report the non-qualified distribution to the IRS using form 8606.

Can | use my Roth balance to purchase an annuity (or additional service credit)? No. The
annuity payment is taxable income when you receive it. You can only use dollars from your
pretax DCP balance. However, you can take a distribution from your Roth and use it to purchase
additional service credit.

Can | choose different investment options for my Roth and pretax contributions if | contribute
to both? When you enroll in DCP, you will need to select the same investment options for both
Roth and pretax. After you have enrolled, you can select different investments for your Roth and
pretax contributions through your online account.

Can | change my mind and have designated Roth contributions treated as pretax
contributions? No. Once you designate contributions as Roth contributions, you cannot later
change them to pretax contributions.

Will automatically enrolled new hire contributions continue to be tax-deferred (pretax)? Yes.
Newly hired full-time employees are auto-enrolled into the pre-tax DCP plan with a 3%
contribution rate, unless they opt out of that auto-enrollment. The default contribution for
automatic enrollment will still be 3% toward the DCP pretax balance. New employees can elect
to participate in either or both pretax and Roth. Changing the account type, investment option
or contribution amount, will make you an active participant (which means you can no longer
withdraw any contributions made during automatic enrollment).

Can I roll over my Roth account balance if | change employment? Yes. You have the option of
rolling out dollars from your Roth 457(b) account to a Roth IRA or another employer plan with
designated Roth accounts (such as a 457, 401(k) or 403(b)) that accepts Roth rollovers).
Likewise, your DCP account accepts pretax and Roth rollovers-in from eligible plans.
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