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May 2020 
 
Dear Participant: 
 
This notice is intended to help you prepare for upcoming changes to the Alaska Electrical Retirement Savings Plan 
(“Plan”) effective July 1, 2020.   
 
Effective January 1, 2020, the Board of Trustees converted the Alaska Electrical Workers Money Purchase Pension Plan 
to the Alaska Electrical Retirement Savings Plan. Effective July 1, 2020, you will be eligible to make pre-tax 
contributions – also known as 401(k) contributions -- to the Plan. Other terms of the Plan, including your ability to make 
after-tax contributions, the Plan’s distribution rules, and your ability to direct investment of your accounts have not 
changed. 

You are Eligible to Begin Making 401(k) Pre-tax Contributions July 1, 2020  

For hours worked on or after July 1, 2020, you can make 401(k) pre-tax contributions to the Plan.  

§ 401(k) pre-tax contributions will generally be made in the same manner as for after-tax contributions – you can elect 
to make either or both 401(k) pre-tax and after-tax contributions in 1% increments of your compensation, up to an 
annual maximum of 50%.   

§ Like other contributions to your Plan Accounts, your 401(k) pre-tax contributions are always vested. 

§ You can separately direct investment of your 401(k) pre-tax contributions.   

§ The same distribution options apply to 401(k) pre-tax contributions as apply to the rest of your account.  

§ You elect your contribution using a form that is provided by your employer and you must submit this form to your 
employer for processing.  Any contribution election you make will only change if either: 

- you use the election form to make a change and submit it to your employer, or  

- you change employers (in this case, you must file a new election to continue contributions).  

§ One big difference between your after-tax contributions and 401(k) pre-tax contributions is that you will only be able 
to withdraw your 401(k) pre-tax contributions after you terminate employment under the Plan or retire. 

Note: You can only elect to make 401(k) pre-tax contributions if your employer is signatory to an agreement with the 
IBEW (bargained) or a special agreement with the Board (non-bargained) that allows you to participate.  The union or 
your employer will notify you if and when you are eligible to do so. 

About Your Contributions to This Plan 

Saving for retirement is a personal choice in that retirement resources and goals vary individually.  As you consider your 
retirement goals, we encourage you to understand what your current resources (including your Pension Plan benefit and 
Social Security) might provide at your targeted retirement date.  It may be helpful to use John Hancock’s new on-line 
calculator in order to help you determine your retirement saving goals. 

Once you have established your retirement savings goals, you should consider the differing tax implications of after-tax 
and 401(k) pre-tax contributions.  The attached education material entitled “Comparing Pre-Tax or After-Tax 
Contributions” should help you think about what might be right for you.   



 

 

 

 

  

Next Steps 

1. In June 2020, more written materials will be provided about these July 1, 2020 changes including education about 
the power of saving for retirement on a pre-tax basis and specific instructions on how to make an election change 
in order to start contributing pre-tax from your salary into the Retirement Savings Plan.  

2. Also in June 2020, if the agreement that covers you permits 401(k) pre-tax contributions starting in July, your 
employer will provide you with revised election forms.   

In the meantime, if you have any questions about the impending changes or any other aspect of the Plan, please contact 
the Administrative Office at (907) 276-1246.  Thank you. 

Sincerely, 

 

Gregory R. Stokes 
Administrator 



* Ordinary income taxes due upon withdrawal. Withdrawals before the age  
of 59½ may result in penalties.

Savings options in your retirement plan
Pre-tax & After-tax

A financially secure retirement 
doesn’t happen by accident 
—it takes planning.

Contributing to the Alaska Electrical Retirement Savings Plan (“Plan;” previously named the Alaska Electrical Workers 
Money Purchase Pension Plan) is one of the most effective ways to prepare for your retirement. Here are some things 
you should consider before making contributions to the Plan. 

Pre-tax
Minimize taxes, maximize savings 
There are many great reasons to take advantage of the Plan. 
One of the most powerful is the ability to now save on a 
pre-tax basis. Contributing pre-tax dollars to your retirement 
savings account can help you at tax time both now and 
potentially over your lifetime.

Pre-tax contributions lower the taxes you pay on your 
current income.  
Because your contributions come directly from your paycheck 
before taxes are withdrawn, you will likely pay taxes on a 
smaller amount of income now.

Your savings grow tax-deferred 
You don’t pay any taxes on your pre-tax contributions—or 
on any money earned by your investments—until you start 
making withdrawals.* Chances are, when you begin taking 
withdrawals from the plan, you’ll be retired and your income 
from all sources may be lower than when you were working. 
A lower tax bracket could mean lower taxes in retirement on 
these pre-tax contributions versus taxes that would be paid 
now if you did not contribute on a pre-tax basis.

After-tax  
After-Tax 
For employees who want to set aside additional assets for 
retirement in a different way, the Retirement Savings Plan still has 
an after-tax option. With after-tax contributions, you contribute 
to your plan account using income you’ve already paid taxes on. 
Your contributions are then invested tax free within the Plan—
any earnings on your after-tax contributions won’t be taxable 
until these contributions are distributed to you.

How do I know if after-tax contributions are right for me? 
After-tax contributions may be a good option if you’ve made 
the maximum allowable contributions to your pre-tax account 
($19,500 for 2020) and still wish to invest additional dollars 
toward your retirement. You may also wish to contribute after-
tax to preserve your right to withdraw these contributions 
and investment earnings on them while working (note, this 
in-service withdrawal is not possible for pre-tax contributions). 
Finally, you may prefer to pay taxes on your contributions now 
in lieu of uncertain taxes at distribution on this money. Keep in 
mind, your total pretax and after-tax contributions for the year 
may not exceed 50% of your pay.

Potential tax benefits of after-tax contributions 
While after-tax contributions that remain in the plan don’t 
reduce your current tax liability, investing in a combination 
of tax-deferred and taxable accounts may help you manage 
taxable income effectively in retirement.



Considerations for your decision
You will need to pay tax on your contributions now or later at 
distribution if you have enough income to be taxed. Making before-tax 
and/or after-tax contributions should be an individual decision, taking 
into account your own personal circumstances, including:

 Your age

 Your income

 Your cash needs now

 The number of years until you retire

 Your expected financial needs when you retire

 Your expected sources of retirement income

The chart below, the enclosed chart comparing the estimated tax  
savings in a year from contributing pre-tax vs. after tax, along with the 
John Hancock on-line retirement calculator found on the home page of  
mylife.jhrps.com may help you with your decisions. However, you should 
contact your tax consultant for advice regarding your specific tax situation.

How do they compare?
Pre-tax After-tax

Employer 
contributions

Based on terms of the collective  
bargaining and special agreements

Based on terms of the collective  
bargaining and special agreements

2020  
Contribution limits

$19,500; $26,000 for age 50+1 Up to $57,0002

Investment 
earnings

Tax-deferred earnings Tax-deferred earnings

Taxes Pay taxes on contributions and earnings at time 
of distribution; reduces current tax liability.

Pay taxes on contributions immediately; pay taxes on earnings at 
time of distribution.3

Access to 
money during 
employment

Your pre-tax savings are not available 
while you are employed in work covered  
by the Plan.

Your after-tax contributions are available while you are 
employed in work covered by the Plan.

Withdrawals/ 
Distributions

Contributions and earnings are taxed at 
distribution. Federal, state and local income 
tax may apply. Penalty of 10% for distributions 
prior to age 59½ may apply.

Withdrawal of contributions is tax free (since you have already 
paid tax on them). Earnings are taxed at distribution. Federal, 
state and local income tax may apply. Penalty of 10% for 
distributions prior to age 59½ may apply.

Required minimum 
distributions

In general, age 72. In general, age 72.

Rollovers Can be rolled over into another qualified 
retirement plan or a traditional or Roth IRA.

Can be rolled over into another qualified retirement plan if the 
plan allows, or a traditional or Roth IRA.

Payroll taxes Your pre-tax savings are subject to Social 
Security and Medicare taxes, so your Social 
Security benefits are not reduced.

Your after-tax savings are subject to Social Security and 
Medicare taxes in addition to income taxes, so your Social 
Security benefits are not reduced.



1 You can save an annual total of $19,500 (or $26,000 if you’re 50 or older) through pretax contributions.
2 Annual contributions to all of your accounts includes elective pre-tax contributions, employee contributions, employer and forfeiture account contributions.
3  After-tax contributions can be withdrawn without taxes or penalties. Any earnings on those after-tax contributions are considered pre-tax balances—so ordinary income taxes would have 

to be paid on withdrawals of the earnings (unless they are rolled over to an IRA) and there may be a 10% penalty if you're under age 59½. You must withdraw earnings associated with 
your after-tax contributions. The content of this document is for general information only and is believed to be accurate and reliable as of posting date but may be subject to change. John 
Hancock does not provide investment, tax, or legal advice. Please consult your own independent advisor as to any investment, tax, or legal statements made herein.

4  Calculations for those with a salary $80,000 are based on an individual who is married filing jointly, reporting a taxable income of $120,000 and a marginal tax rate of 20%.

   John Hancock Retirement Plan Services, LLC offers administrative or recordkeeping services to sponsors or administrators of retirement plans, as well as a platform of investment alternatives 
that is made available without regard to the individualized needs of any plan.  Unless otherwise specifically stated in writing, John Hancock Retirement Plan Services, LLC does not, and is 
not undertaking to, provide impartial investment advice or give advice in a fiduciary capacity.  John Hancock Trust Company LLC provides trust and custodial services to such plans.

  NOT FDIC INSURED. MAY LOSE VALUE. NOT BANK GUARANTEED.

  © 2020 John Hancock. All rights reserved.
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Contribution amounts and potential tax savings
Here is an example to help determine the level of federal tax savings you might be able to benefit from.4

Annual 
Salary

% of 
Annual 
Salary

Pre-tax 
Monthly 
Contribution

Approx. 
After-tax 
Monthly 
Contribution

Approx.  
Pre-tax  
Annual 
Contribution

Approx.  
After-tax 
Annual 
Contribution

Approx. 
Annual 
Federal  
Tax Savings

$80,000 15% $1,000 $800 $12,000 $9,600 $2,400

12% $800 $640 $9,600 $7,680 $1,920

9% $600 $480 $7,200 $5,760 $1,400

6% $400 $320 $4,800 $3,840 $960

This example is intended as an educational tool only and represents hypothetical mathematical illustrations only. Calculations are 
estimates and may not provide accurate projections. Your actual circumstances, including current income or retirement needs, may vary. 
Withdrawals of taxable amounts will be subject to ordinary income tax and, if taken prior to age 59½, a 10% IRS tax penalty may apply. 
This is not intended as investment or legal advice. To determine the actual tax impact of contributions you make to your retirement plan, 
consult your tax advisor.


