
The New Roth 401 (k) Plan
 
The traditional 401(k) plan often serves as 

a company’s primary retirement vehicle.   

When coupled with a discretionary profit 

sharing plan, a flexible tool to address the 

retirement concerns of a growing company 

results.   When properly situated as part of 

an owner's overall Wealth Accumulation 

Strategy, this powerful combination of 

retirement plans can benefit key employees 

and help minimize the overall tax burden of 

the business owner. 

 

Now there is an exciting new addition to this 

approach to strategic retirement planning.  

Roth 401(k) Plans, which allow participants 

to put aside after-tax dollars for retirement, 

went into effect on January 1, 2006.  Unlike 

a traditional 401(k) which is “tax deferred”, 

qualified distributions* from a Roth 401(k) 

are fully               TAX  EXEMPT. 
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Important Features of the New Roth 401(k) for Employers and Employees 
 

 Employee Contributions are made with After-Tax Dollars, as opposed to Pre-Tax Dollars under a 

traditional 401(k). 

 Investment choices are generally similar to those offered under a traditional 401(k). 

 Qualified Distributions* are Tax Free – which can include all earnings and accumulations. 

 Upon termination of employment, the Roth 401(k) can be rolled over into a Roth IRA. 

 Employer Contributions remain Tax Deductible – just like a traditional 401(k). 

 2006 Employee Contribution Limits: $15,000, or $20,000 for participants age 50 or older. 

 

 * A Qualified Distribution is one made at least 5 years after the tax year the participant first makes 

    a Roth 401(k) contribution.  Withdrawals prior to 5 years, or prior to age 59 ½, death, or 

    disability will be subject to taxation.  

 

 
Mr. Davies has partnered with key leaders in the industry to assist small and medium sized 
businesses with their retirement plan requirements.   Working with respect to your existing 
retirement plan or assisting you to develop new plans that address your needs is Mr. Davies' 
primary goal.   Give us a call at 508-478-2640 and Mr. Davies will meet with you to discuss 
your retirement needs. For additional information, visit our web site: 

www.DaviesFinancial.com. 
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