The Confederated Tribes of Warm Springs Pension Committee is considering making an additional type
of contribution available to employees participating in the CTWS Governmental 401(k) Plan (“the Plan”),
known as Roth 401(k) contributions. Roth 401(k) contributions are deducted from employees’ pay, just
like the Plan’s current employee 401(k) contributions. If Roth 401(k) Contributions become available,
you are under no requirement to make that type of contribution to the Plan and you would have to
actively opt into making Roth 401(k) contributions. You could continue making pre-tax contributions as
you do now, or a combination of pre-tax and Roth contributions.

The main difference between these two types of contributions is how your income taxes are handled.

Pre-Tax 401(k) Contributions (currently available in the Plan)

Your current employee 401k contributions are pre-tax, meaning you don’t pay any tax on the
contribution amount going in the Plan. That gives you a tax break on your Federal income taxes each
year that make contributions to the Plan. Your take-home pay is not reduced by the full amount of the
contribution going into 401(k) account. Although that helps make your contributions to the Plan more
affordable now, you'll have to pay tax on your entire account balance (contributions plus investment
earnings) later as you withdraw it.

Roth After-Tax 401(k) Contributions (under consideration to become available in the Plan)

Roth contributions are after-tax, meaning your money goes into the Plan, but you have to pay taxes on
the contributions as part of your taxable income. The potential advantage of Roth 401(k) contributions
is that you've taken care of the taxes and will not have to pay any taxes on the investment earnings and
growth in the account, as long as you withdraw at age 59 % or later and don’t withdraw Roth
contributions until at least 5 years after your first Roth contribution.

Because you may be able to withdraw your money in retirement tax-free from a Roth 401k, they may
provide plan participants with significant tax savings down the road. Whether that is true for you
depends on certain factors, such as your current tax rate, what your tax rate will be later in your career
and in retirement.

If Roth 401(k) contributions become available, they will be matched by the Tribes using the same
matching formula as Pre-Tax 401(k) Contributions: 100% matching of all contributions up to 5% of pay.
Please note that the Tribes” matching contributions will be taxable when withdrawn from the Plan.

Please see the accompanying information that provides more information about Roth 401(k)
contributions, including the following link: Roth 401k Analyzer Tool

We Value Your Opinion

Please let us know if you would like to see Roth 401(k) contributions made available in the CTWS
Governmental 401(k) Plan. Questions or comments can be sent to comp-benefits@wstribes.org.
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401(k) Contributions: How They Compare

Pre-Tax 401(k) contributions Roth 401(k) contributions

Contributions

Employer matchihg Yes Yes
contributions

Contribution limits $20,5( ! 50
Not applicable Not applicable
Investment earnings

Taxes Pay taxes on contributions and Pay taxes on contributions
earnings at time of distribution; immediately; earnings distributed
reduces current tax liability tax-free for qualified withdrawals

Access to money during
employment

Distributions Contributions and earnings are taxed Tax-free if qualified distributions.
at distribution. Federal, State,and = Must meet two conditions:

Local income tax may apply.
Penalty of 10% for distributions prior
to age 59% may apply.

1. Attainment of age 59, death, or
total disability

AND

2.Roth account must be in existence
for five years beginning with first
taxable year a Roth contribution
was made

Required minimum
distributions

Rollovers Can be rolled over to another 401(k) Can be rolled over to another Roth
or a traditional IRA 401(k) (if plan allows) or a Roth IRA

This infarmation is intended to provide a general sumimary and is nat tax advice. Pleasa consult your tax advisor of visil waw.its qov for specific information about how the tax
rules apply o your situation,

* For 2022, the IRS maximum you can contribute to 2 401(k) plan is a total of $20,500 {or $27.000 i you are 5C or alder) through pre-tax andias Roli: contributions

* Pre-lasx coniribulion eamings are taxed at distribution
* A “gualified distnbution” of earnings can be tax-free: For a distribution to ba qualified, the distribution must (1) be after vou've reached age 59 ¥ and (2) must occur at laast
fiva years following the firsl contribution (sume exceptions apply). Based on quaified distribution rules

© BOK Financial. Services provided by BOKF, NA. Member FDIC.




Retirement Plan Contributions

Retirement Plan Roth After-Tax

Tax-Deferred Employee Contributions Taxable

Tax-Deferred ~ Investment Earnings Tax-Free!
Taxable Distributions Tax-Free!
None  Income Limits : ~ None

' A Qualified Distribution occurs 5-taxable years after initial Roth 401(k) contribution and the participant either attains age 59, becomes disabled, or dies.

You Can Diversify Your Income!

| Traditional _ Hypothetical
- $1000  Annual Contributon ~~ $1,000
$40,000 Total Contributions $40,000
$0  Taxon Contributions (20%)  $8,000
$173,610 Earnings $173,610
$213610 ~ Balamee 0 S0iEEi0
$213,610 Withdrawals $213,610
- $32,042 Taxon Withdrawals (15%) ~  $0'

$181,568 Retirement Balance After Taxes $213,610

Assumptions: Investment Return 7% Compounded Annually for 40 years.




