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In-plan Roth rollovers may
offer tax advantages.
When you enroll in the State of Illinois Deferred Compensation
Plan (DCP), you can make either before-tax contributions—
made before taxes are taken out of your pay—or Roth
contributions (i.e., after-tax contributions)—made after taxes
are taken out of your pay. Both are great options to save and
offer their own unique tax advantages. Here’s how these
options compare:

Before-tax contributions

Your contributions are made before income taxes are taken
out of your paycheck. When you withdraw from your account,
your contributions and any earnings are subject to taxes. The
maximum amount you can contribute is 100% of your pay,
subject to IRS limits.

Roth contributions

Roth contributions offer another way to save for retirement
and are made with money that has already been taxed (or an
after-tax basis). When you take a qualified distribution, you
will pay no taxes on the money you’ve contributed or on any
earnings generated by your Roth account.* It’s tax-free income
in retirement. The maximum amount you can contribute is
100% of your pay, subject to IRS limits.
In addition to your previous and current Roth contributions,
beginning January 10, 2017, you’ll be able to roll over nonRoth (before-tax contributions) amounts into your Roth account
in the DCP. This new feature is an in-plan Roth rollover. It’s
a convenient way to apply Roth tax advantages to more of your
plan savings. This option is only available to participants.
For more information about tax advantages for an in-plan Roth
rollover, consult your tax advisor.
continued on page 2
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Fees associated with 457 retirement plans

Because costs are associated with operating the DCP, your
Plan account is charged a nominal fee every quarter. Four
types of fees are generally associated with 457 plans like the
DCP: individual service fees, plan redemption fees, plan
administrative fees, and investment management fees.
For the full list of fees and their descriptions, see the main
story, “Understanding Plan fees and expenses,” in the Third
Quarter 2016 Insights newsletter.

Your quarterly account statement

To find the Plan administrative fee deduction on your
enclosed quarterly account statement, look under the
Account at a Glance section at the line item titled, “Fees”
(see sample account statement).
If you have questions about Plan fees and how they could
affect your account balance, call 1-888-457-5770 or log in
to rps.troweprice.com.
*A qualified distribution is tax-free if taken upon the participant reaching
age 59½, becoming totally disabled, or upon the participant's death and at
least 5 years have passed since participant's first Roth contribution. If your
distribution is not qualified, any withdrawal from your account will be partially
taxable. These rules apply to Roth distributions only from employer-sponsored
retirement plans. Additional plan distribution rules apply.

Be sure to weigh upfront tax costs

When you convert non-Roth amounts to a Roth account,
keep in mind a few things:
• Eligible sources for an in-plan Roth rollover are salary
deferrals, before-tax qualified, and 457(b) rollover
sources from previous employer retirement plans.
• Your before-tax contributions will be taxed as
part of the rollover with the potential for long-term
advantages. It is important to note that an in-plan Roth
rollover cannot be reversed after the transfer is made.

• There are certain rules around eligibility for withdrawal
and the withdrawal amount. Withdrawing funds from
Roth accounts that aren’t eligible for distribution may
be subject to costly taxes and penalties.

To initiate an in-plan Roth rollover
• Log in to your account at rps.troweprice.com.
• Choose Transactions.
• Select In-Plan Roth Rollover and read How In-Plan Roth
Rollover Works.
• Read Tax Considerations and check the box.
• Choose your in-plan Roth rollover source.
• Choose the percentage or dollar amount you want to
roll over.
• Confirm your in-plan Roth rollover transaction.

• The 20% mandatory withholding will not apply; further,
it will not be possible to request voluntary withholding
for income tax purposes from the amount that is rolled
to the in-plan Roth rollover source.

Learn more about an in-plan Roth rollover

• It is important to determine the amount you can roll
over and be able to pay the additional tax liability
you might incur (if any) for the calendar year of the
rollover by working with your tax advisor/counsel to
prepare an estimated tax payment, or you may consider
increasing your withholding through payroll by submitting
a Form W-4.

To learn more, such as which amounts are eligible and
how often rollovers can occur, contact your Benefits
Department or call T. Rowe Price at 1-888-457-5770
during business days between 6 a.m. and 9 p.m.
central time.

To further evaluate if an in-plan Roth rollover could work
for you, consult with your tax advisor.

• The additional 10% tax on early distributions will not
apply, so long as the amount rolled over is an in-plan
Roth rollover and not distributed to you prior to you
meeting an exception (e.g., you have attained age 59½
at the time of distribution) or within five taxable years of
each rollover event.
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Income tax information for 2016
If you’re currently saving in the Plan

IRS limits for 2017

To help you better prepare for the upcoming year, below
is a summary of the 2017 salary deferral contributions you
can make to your State of Illinois 457 Plan:

If you are actively deferring part of your regular pay to your
Plan account on a before-tax basis, your taxable income
may be reduced. You will only report the wages shown in
Box 1 of your W-2 statement on your income tax form. Your
wages reported in Box 1 show your gross wages reduced by
the total amount of your 2016 deferrals and any other taxdeferred and tax-exempt deductions.

• The IRS annual combined limit on before- and after-tax
contributions is $18,000. Meaning, you can contribute
a total maximum of $18,000 per year.
• If you will be age 50 and older in 2017, the age 50
catch-up provision allows you to contribute up to
$24,000 through before- and after-tax contributions.
(This includes the $18,000 maximum before- and
after-tax contribution allowed by the IRS plus an
additional $6,000.)

Your W-2 statement will reflect contributions to the
Deferred Compensation Plan (457 Plan). If the “Deferred
Compensation” box in the lower right-hand corner of
the W-2 form is marked “X,” it means you contributed to
the Deferred Compensation Plan in 2016; the amount of
your before tax deferral is indicated in Box 12 with a “G”
coding, while an after-tax contribution is noted with an “EE.”
Remember, you do not report your deferred compensation
anywhere on your income tax form.

• The 457 Plan special catch-up provision is $36,000.
(This provision can only be elected during the three
years (consecutive) prior to, but not including, the
year you attain the normal retirement age of 70½,
as defined by the 457 Plan.) 1099-Rs for 2016
distributions will be mailed by January 31, 2017.

Required minimum distributions

If you took a distribution in 2016

If you took a distribution from your account during the 2016
tax year, you will receive a separate Form 1099-R from our
recordkeeper, T. Rowe Price, by January 31, 2017. Box 2a of
your 1099-R will list the taxable amount of the distribution(s)
you received during 2016 and should be entered on line
16b of your Form 1040. Box 7 of your 1099-R shows the
distribution code for the type if distribution received. A code
of “7” in this box indicates a normal distribution if you’re age
59½ or over. If you were under age 59½, box 7 will be coded
with a “2” to indicate that your 457 Plan distributions are not
subject to the 10% additional tax on early distributions.

If you turn age 70½ in 2017 and have left state service,
you must receive your 2017 required minimum distribution
(RMD) by April 1, 2018. To calculate your RMD, divide your
account balance as of December 31, 2016, by 27.4 if you
turn age 70 or by 26.5 if you turn age 71 in 2017. This is the
minimum amount that you must withdraw from your account.
Each year thereafter (including 2018), you must receive your
RMD for that year by December 31.

TELEPHONE NUMBERS

Distributions from your Deferred Compensation Plan
account, plus any earnings, are taxable as ordinary income
for federal income tax purposes. These same distributions
are not, however, subject to State of Illinois income tax. Line
1 of your Illinois return (IL 1040) is taken directly from your
federal adjusted gross income, which includes any deferred
compensation distributions. These distributions should also
then be listed (and consequently deducted from your Illinois
income) on line 5 of your IL 1040.
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DEFERRED COMPENSATION
Plan Rules/Options Information:
1-800-442-1300/1-217-782-7006
TDD/TTY: 1-800-526-0844
Internet: state.il.us/cms/employee/defcom
RECORDKEEPER
T. Rowe Price Retirement Plan Services, Inc.
Account Value Information and Investment Changes:
1-888-457-5770 or TDD/TTY: 1-800-521-0325
Internet Access: 1-800-541-3022
Internet: rps.troweprice.com
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