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Roth Vs Pre-tax

Workshop Agenda

* Tax Diversification

 Roth 403b / IRA Basics

* Funding Limits

 Keys & special rules

 When does Roth makes sense
e Retirement tax window

e Convert?

e Myths
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Disclaimer

The material and opinions provided in this document
are meant for general illustration and/or informational
purposes only and should not be construed as
investment, tax, or legal advice for any individual.
Although the information has been gathered from
sources believed to be reliable, each reader must
decide whether it is valid and applicable to his/her own
unigue circumstances.

Investment advice offered through Resources
Investment Advisors, LLC, an SEC-registered investment
adviser and wholly owned subsidiary of OneDigital.
Securities offered through Triad Advisors, LLC, member
FINRA/SIPC. Resources Investment Advisors, LLC and
OneDigital are not affiliated with Triad Advisors.
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Financial Building Blocks

Beneficiary

designations
Estate & charitable
giving strategies

Live in retirement

B Buildup of lifelong retirement
income

Distribution

B Savings-to-income transition

Saving for your goals

B Retirement savings B Savings for Specific need

Accumulation

B College Savings B Portfolio management

Strengthen your Protect against setbacks

financial Position " Health Insurance
E R u Life Insurance
| =mergency Teserves B Pproperty, Causality & Liability Insurance .
m Budget B Disability Income Insurance Protection
| |

Long-term Care Insurance

| DL ETEEE Will, POAs, & Trusts



Tax Diversification

Tax Later

Tax Now 401k Tax Never Again

403b

457

SEP IRA
Bank Simple IRA ‘

Account Traditional

IRA Roth IRA
Checking ROtHhSA,flk
Savings Annuities 529 Plan

Fixed Life Insurance*

Variable
Brokerage
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Seed or Harvest

Pre-Tax

Pay Tax on the Harvest!

Roth

Pay tax on the seed!
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Roth Basics Special Roth IRA Rule O

Roth 403b & Roth IRA:
Age 59 %2 qualified
withdrawals are 100%
including growth Tax
Free! $6,000 Growth

Growth has not been Taxed

Bank Account Roth IRA:
$6.000 Before 59 1/2 you can remove your

o contributions with no penalty or
After Tax Your Contribution taxation.

Hypothetical Examples: Not allowed in a ROTH 401k depending on plan document.
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Funding Limits 2021

Pre-Tax 403b

Under Age 50
$19,500

Over Age 50
$26,000
$6,500 Caught Up

Roth 403b

Under Age 50
$19,500

Over Age 50
$26,000
$6,500 Caught Up

Traditional IRA

Under Age 50
S6,000

Over Age 50
S7,000
$1,000 Caught Up

Roth IRA

Under Age 50
S6,000

Over Age 50
S7,000
$1,000 Caught Up

| Little known $3,000 caught up for long term for educators with 15 year plus same employer. |
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Roth IRA Single Tax Filer MAGI = $125,000 to $140,000

Income Phase Out Joint Tax Filer MAGI = $198,000 to $208,000

NO INCOME Phase Out = 403b or 401k
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2021 Traditional IRA Deduction Limits

If your filing status is... And your modified AGl is...
Single, head of household, qualifying widow(er), married filing

jointly or separately and neither spouse is covered by a plan at Any amount

work

Married filing jointly or qualifying widow(er) and you're

$105,000 or less
covered by a plan at work

More than $105,000 but less than $125,000
$125,000 or more

Married filing jointly and your spouse is covered by a plan

$198,000 or less
at work

More than $198,000 but less than $208,000

$208,000 or more

Single or head of household and you're covered by

$66,000 or less
a plan at work

More than $66,000 but less than $76,000
$76,000 or more

Married filing separately and either spouse is covered by

Less than $10,000
a plan at work

$10,000 or more

Investopedia 2021 https://www.investopedia.com/roth-and-traditional-ira-contribution-limits-for-2021-5085118

Then you can take...

A full deduction up to the amount of your contribution limit

A full deduction up to the amount of your contribution limit

A partial deduction

No deduction
A full deduction up to the amount of your contribution limit

A partial deduction

No deduction
A full deduction up to the amount of your contribution limit

A partial deduction

No deduction

A partial deduction

No deduction GONEDlG ITAL



Lower the income bracket the more Roth makes sense.
Middle income consider a little of both Roth & Pretax.

High Income consider Pretax.
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Evaluate a Roth at different life stages

Changes in lifetime taxable income

Hypothetical wage curve

A TAX DIVERSIFICATION

Managing taxes over a
lifetime requires a balance
of your current and future
tax pictures. Make income
TRADITIONAL IRA* tax diversification a priority
to have more flexibility and
o AheoeDanRoannoconon0n Don Do D00 SO00 D050 D0 S 00 S0 00 D000 G000 SO0 MemEmEEEEEEEEsEEEsEEEEEEEEEEEEEEEEE control in retirement.

==aae Next tax bracket

PRE-TAX 401(k) /

Rule: Contributing to a
$120,000 EITHER / BOTH RMDs Roth early in your career

and shifting as your income
increases.

1. Roth 401(k) contributions
in peak earning years if
ROTH 401(k) or IRA wealth is concentrated in
tax-deferred accounts.

Annual taxable income ()

2. Proactive Roth
20 25 30 35 40 45 50 55 60 65 70 75 80 conversions in lower _
Age income retirement years if
| | | RMDs are likely to push

. | ) | you into a higher bracket.
Working years Retirement

*If eligible to make a deductible contribution (based on your MAGI). The illustration reflects savings options into Traditional and Roth IRA accounts,
as well as into pre-tax and Roth 401(k) accounts. RMD = Required Minimum Distributions, which are typically due no later than April 1 following the
year the owner turns 72 and are calculated every year based on the year-end retirement account value and the owner/plan participant’s life
expectancy using the IRS Uniform or Joint Life Expectancy Table. Employer contributions are typically pre-tax and are subject to tax upon
distribution.

12 The above example is for illustrative purposes only.
Source: J.P. Morgan Asset Management.
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Standard Deduction
S25,100

We do not provide tax advice this a rough example illustration purposes. Seek
advice from your tax professional!
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Traditional 403b/ IRA (pretax)

Roth 403b/ IRA

* Age 72 (403b & IRA)
* 401k still working could delay

* Inherited IRAs 10-year rule

e Age 72 (403b)
e No RMD Roth IRA

* Inherited IRAs 10-year rule
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Inherited IRA RMDs

Mom or Dad Death
IRA 500,000 Balance

I Dec 31t Year of Death I

With no growth on a 500,000 example
= adds $50,000 of taxable income year

Dec 31t of 11th Year
Must be zero balance

Year of death

10 years to distribute the Inherited IRA (including any growth)

I Potential 11 Years

€JONEDIGITAL
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D Example

Tax Brackets

Age 80
$733,308 Pre-Tax Balance
$39,214 Starting RMD

24%

Age 100
$313,684 Pre-Tax Balance
$49,791 Starting RMD

Age 72
$703,550 Pre-Tax Balance
$27,842 Starting RMD

Retirement Start Age 65
$500,000 Pre-Tax Balance

Delay Pre-Tax Withdrawals until RMD Age I

€JONEDIGITAL 17
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ent Tax Window

Tax Brackets

Usually between the ages of 60 and 72.

I Green Line: Delay Until 72 I

Start Roth Conversions in your Tax Window

I Retirement Start Age 65 I I RMD Age 72 I
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ent Tax Window

Tax Brackets

24%

I Green Line: Delay Until 72 I

Orange Line: RMD Change due to Roth Conversion
from age 65 to age 72

Start Roth Conversions in Tax Window

I Retirement Start Age 65 I I RMD Age 72 I
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e 5-year Rules

e Conversion have own 5-year rule. (avoiding 10% penalty)
* Seek Professional Advice when considering conversions.

. e 5-year rule regarding qualified withdrawals.
ROth SpeCIaI RUIES ° 58-vear-o|d examp'e:

* New Roth IRAs must wait 5 years before earning/gains can
be considered a qualified withdrawal

* Start a Roth IRA with $1 to start the 5-year clock running.
Reverting to Jan 1 of the year contributed.

CJONEDIGITAL 20




Single Tax Filer MAGI = $125,000 to $140,000

Joint Tax Filer MAGI = $198,000 to $208,000

NO INCOME Phase Out = 403b or 401k

 Fund a Non-Deductable IRA then convert to Roth IRA.
e Watch out for pro rata IRS rule.

e Seek a tax or financial professional before executing.



Myths

Common Questions

CJONEDIGITAL

Myth:
Anyone can contribute to a Roth IRA or Traditional IRA.

False - (must have earned income or spouse must have earned income)

Social Security & Pension Income are not “earned income”.

Myth:
If contributing to a Roth 403b you can not contribute to an IRA/Roth IRA.

False - Income phase on Roth IRAs would apply or Deduction Phase outs on traditional.

Myth:

If making over $208,000 jointly or 140,000 single you are not able to contribute to a Roth
403b/401k.

False = NO income Phase out on Roth 403bs or Roth 401ks. (only Roth IRAS)

Myth:
Employer match money goes into the Roth 403b as well.

False - ( match money goes into the employer pretax bucket)
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Best to prepare before you must repair!
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Michael Neaton
Director of Participant Services
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Email: mneaton@onedigital.com

Kelley Snook AIF®
Senior Vice President

Email: ksnook@onedigital.com



mailto:neaton@onedi

ONEDIGITAL

OneDigital is the nation’s leading strategic advisory firm focused on driving business
growth for employers of all sizes. Combining people and technology, OneDigital offers
employers a sophisticated combination of strategic benefit advisory services,
retirement plan, wealth management, analytics, compliance support, human
resources management tools and comprehensive insurance offerings.
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