
Understanding the 401(k) Plan’s contribution options
A guide to maximizing the IRS limits

Through The 401(k) Plan for Permanente Medical Groups (the “401(k) Plan”) and the SCPMG Physicians’ Keogh Plan  
(the “Keogh Plan”) you have opportunities for saving and strategic tax planning.

Since tax rates and your personal spending needs may fluctuate throughout retirement, the following options can help you  
diversify your future tax exposure by creating flexibility on how and when you pay taxes on your savings in retirement. 
For example, in retirement years with higher income needs, a sizable withdrawal of savings from Traditional Pre-Tax 401(k)  
or Keogh Plan contributions may bump up your marginal tax rate. A qualified distribution of Roth 401(k) After-Tax dollars  
would have no impact on your marginal tax rate since the distribution is not included in your taxable income. Since 
each individual’s tax situation is different, take the time to consider all of the facts and consult your tax advisor.



Four steps to make the most  
of your contribution options

Understand IRS limits1STEP

1
When it comes to retirement plans, like the Keogh and 401(k) Plans, it’s important to understand how much the 
IRS will let you contribute, as shown below.

The IRS limits the total amount that can be contributed to both the Keogh and 401(k) Plans. For 2021, this limit, 
called the 415(c) limit, is $58,000 or $64,500 if you’re 50 or older during the calendar year. 

You may also know that the IRS limits how much you can contribute to the 401(k) Plan each year. This limit is 
called the 402(g) limit and it governs the maximum Traditional Pre-Tax and Roth 401(k) After-Tax contributions 
physicians can make to the 401(k) Plan. For 2021, the 402(g) limit is $19,500, or $26,000 for those 50 or older, 
who are eligible to make an additional $6,500 in catch-up contributions.

If you contribute up to the 402(g) limit, you have an additional contribution opportunity of $38,500 in 2021. 

You can “fill the gap” through Keogh Plan contributions and with Traditional After-Tax contributions in the  
401(k) Plan.

2021* IRS limits for Keogh and 401(k) Plan contributions

402(g) Limit

$19,500 
($26,000 if 50+)

Applies to 401(k) Plan 
contributions of:

• Traditional Pre-Tax

and

• Roth 401(k) After-Tax

Additional Opportunity

$38,500

Applies to:

• Traditional Pre-Tax 
contributions to  
Keogh Plan

and

• Traditional After-Tax 
contributions  
to 401(k) Plan

$58,000 
 ($64,500 if 50+)

401(k) Plan Keogh Plan & 401(k) Plan

+ =

Enrolled in Keogh Plan 
contribution levels 
70%, 50%, 25% or 0%?

You may be most 
likely to benefit from 
Traditional After-Tax 
contributions to “fill the 
gap” to save up to the 
415(c) limit.

*IRS limits are subject to change annually.

If you elect to participate in both the Keogh Plan and 401(k) Plan, SCPMG monitors each plan’s maximum 
individual contribution amounts, while also taking into account the combined federally regulated maximum 
limits. If you reach the Keogh Plan and 401(k) Plan limits before reaching the annual combined federal limit, your 
contributions will cease. Any excess Keogh Plan or after-tax contributions will be refunded to you by April 15 of 
the following year.
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Understand the 401(k) Plan contribution options
STEP

2
The 401(k) Plan offers you three contribution options: Traditional Pre-Tax, Roth 401(k) After-Tax and Traditional 
After-Tax contributions. Plus, you may:

• Direct different types of contributions to different investment options. For instance, you may choose to 
invest your Traditional Pre-Tax contributions in one set of investment options and your Roth 401(k) After-Tax 
contributions in another. This may be a good option for you if you wish to segregate your investments for 
tax purposes or earmark monies for a specific investment strategy.

• Opt to receive payments from an individual contribution type in retirement. For example, you may elect to 
take a payment from only Traditional Pre-Tax contributions or Roth 401(k) After-Tax contributions.

Review this table to learn how the three different contribution options work—and may benefit you. You generally 
can make contributions to all options simultaneously throughout the year, as allowed by the IRS contribution 
limits. Since each individual’s tax situation is different, take the time to consider all of the facts and consult your 
financial or tax advisor.

How it works
2021 contribution 

maximum 
How you may benefit

Traditional  
Pre-Tax

Contributions are deducted 
from paychecks before 
income taxes are paid.

Contributions and any 
investment earnings are  
taxed when withdrawn  
in retirement.

Up to $19,500  
($26,000 if 50+) 
combined between  
Traditional Pre-Tax 
and Roth 401(k) 
After-Tax

Traditional Pre-Tax 
contributions may  
help lower taxable  
income today.

Roth 401(k) 
After-Tax

Contributions are taxed when 
they’re deducted from your 
paycheck, and, assuming 
certain criteria are met, both 
the contributions and any 
investment earnings are  
tax-free1 upon withdrawal.

Roth 401(k) After-Tax 
contributions may help  
lower taxable income  
in retirement and may  
provide tax diversification.

Traditional 
After-Tax

Contributions are taxed  
when they’re deducted  
from your paycheck.

Contributions are tax-free2 
when withdrawn, but any 
investment earnings  
are taxed.

If you choose to 
contribute $19,500 
($26,000 if 50+) 
in Traditional 
Pre-Tax and Roth 
401(k) After-Tax 
contributions, then 
you may contribute 
up to $38,500 
combined among:

Traditional Pre-Tax 
contributions to 
Keogh Plan

and

Traditional After-Tax  
contributions to 
401(k) Plan

Traditional After-Tax 
contributions may  
help you increase  
your savings to help  
you maximize your 
contributions under  
the IRS limits.

Please note: Traditional After-Tax contributions will be reset to zero when associates become partners to provide physicians  
the opportunity to review their appropriate contribution amount since they are now able to make Keogh Plan contributions.
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Determine how much you could make in  
Traditional After-Tax contributions

STEP

3

In general, this table shows how much you may be able to contribute to the 401(k) Plan in Traditional After-Tax 
contributions based on various Keogh Plan elections for 2021. Your situation may vary so consider discussing it 
with your financial or tax advisor.

Based on your Keogh Plan contribution level, you may be able to take advantage of the Traditional After-Tax 
contribution option to supplement your savings. 

You may want to review your 401(k) Plan contribution election to work to take advantage of the contribution 
options available.

Keogh Plan 401(k) Plan

Total 2021 
contributions1

$58,000
($64,500 if 50+)

If Keogh Plan 
contribution 

level is …

... 2021 Keogh 
contribution* 

is …

Maximize  
Traditional  
Pre-Tax and  

Roth 401(k) After-
Tax contributions  

up to …

… And “fill the 
gaps” with 

Traditional After-
Tax contributions 

up to …

100% … $38,500 + $19,500 
($26,000 if 50+) + $0 =

70% ... $34,022 $19,500 
($26,000 if 50+)

$4,478

50% ... $23,514 $19,500 
($26,000 if 50+)

$14,986

25% ... $11,299 $19,500 
($26,000 if 50+)

$27,201

0% … $0 $19,500 
($26,000 if 50+)

$38,500

How to change your 401(k) Plan contributions
Change your 401(k) Plan contributions at any time by logging in to workplace.schwab.com/scpmg and selecting 
Manage Account > Change Contribution or call 888-256-8830.

*If you work as a partner less than full-time for the calendar year, you may not have enough partner earnings to make the 
maximum Keogh Plan contribution shown, allowing you additional opportunities to make Traditional After-Tax contributions.

To locate your Keogh Plan election percentage, log in to workplace.schwab.com/scpmg, navigate to the Keogh Plan  
landing page and review your election in the Current Account YTD box at the bottom of the page, or call Participant Services 
at 888-256-8830. Each year, an actuary retained by SCPMG will determine a percentage for each contribution level that 
establishes the dollar amount you are eligible to contribute.
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In-plan Roth rollover—an opportunity  
for additional tax-free income in retirement

STEP

4

In-plan Roth rollovers let you convert your eligible Traditional After-Tax balances to Roth 401(k) After-Tax savings 
within the 401(k) Plan (In-Plan Roth rollovers are also referred to as In-Plan Roth conversions.)

What’s the potential benefit of converting? The opportunity to earn tax-free—rather than tax-deferred—growth. 
What’s the tradeoff? You must pay taxes on any money you roll over that has not been taxed before. Specifically, 
any earnings generated on Traditional After-Tax balances before rollover are taxable in the year they’re converted.  
Talk to a tax advisor for help deciding if an in-plan Roth rollover makes sense for you.3

Requesting an in-plan Roth rollover
One-time rollovers of existing balances: You can convert any eligible Traditional After-Tax balances you hold in 
the 401(k) Plan to Roth 401(k) After-Tax savings anytime. One-time rollovers let you choose when and how much 
to convert and there is no limit on the number of requests you can make.

Automatic rollovers of new Traditional After-Tax contributions: You can also set up a standing election to have 
any new Traditional After-Tax contributions you make converted to Roth 401(k) After-Tax savings automatically. 
This may help limit your future tax liability by reducing the time your Traditional After-Tax contributions have to 
generate any earnings before rollover. It may also be more convenient for you than requesting individual rollovers.

Important: If you have accumulated Traditional After-Tax balances in the 401(k) Plan by the time you sign up for 
automatic rollovers, a portion of each automatic rollover you request may include a taxable distribution. This is 
required by income tax regulations. Find out more at workplace.schwab.com/scpmg. Be sure to also talk to your 
tax advisor to understand how after-tax contributions and automatic rollovers could work together and how 
changes to your elections could impact your tax liability.

To learn more about these features, log in to workplace.schwab.com/scpmg and select Manage Account >  
In-Plan Roth Rollover, or call Participant Services at 888-256-8830.

Questions?

Call Participant Services at 888-256-8830  
Monday through Friday, 4 a.m. to 8 p.m. PT.
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You should note that the information provided in this material is a summary of some key provisions of the 401(k) Plan and Keogh Plan to 
the extent of any omission or conflict between this material and the official Plan document, the provisions of the official plan document 
always govern.
1The annual limit on combined pre-tax and/or Roth 401(k) contributions for 2021 is $19,500 ($26,000 if you will be age 50 or older 
by year end). After-tax contributions are subject to the Annual Additions Limit, which is a limit on the total dollar amount that can 
be contributed to your Plan account annually. The Annual Additions Limit for 2021 is the lesser of 100% of your eligible compensation 
or $58,000 ($64,500 if you will be age 50 or older by year-end). The 401(k) Plan-imposed limit of pre-tax, Roth 401(k) and after-tax 
contributions combined is 75% of eligible compensation.
2Earnings on Roth 401(k) contributions are eligible for tax-free treatment as long as the distribution occurs at least five years after  
the year you made your first Roth 401(k) contribution and you have reached age 59½, have become disabled, or have died.
3When a participant rolls a Roth 401(k) balance to a new Roth IRA, the five-year qualification period may start over. This may impact the 
rollover decision. If the participant has an established Roth IRA, then the qualification period is calculated from the initial deposit into the 
IRA and the rollover will be eligible for tax-free withdrawals when that five-year period has ended (and the age qualifier has been met).

You must be a U.S. citizen and resident to request an in-plan Roth rollover online or by phone. If you are not a U.S. citizen and resident, 
you may mail or fax your in-plan Roth rollover election to Schwab Retirement Plan Services, Inc. Election forms are available at  
workplace.schwab.com. Other restrictions may apply based on Plan provisions. 

This information is not intended to be a substitute for specific individualized tax, legal, or investment planning advice. Where specific 
advice is necessary or appropriate, you should consult with a qualified tax advisor, CPA, financial planner or investment manager.

Schwab Retirement Plan Services, Inc. provides recordkeeping and related services with respect to retirement plans and has provided 
this communication to you as part of the recordkeeping services it provides to the Plan.
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