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What is a

A transfer from a pre-tax retirement account into a Roth account — you pay the tax now in exchange for tax-free growth
forever after.

TO A ROTH ACCOUNT

Defined-Contribution Plans CONVERT

401(k) / 403(b) / TSP
taxable event RO th I RA

— Oor —

Traditional IRA

Including SEP IRAs and Simple IRAs Roth TS P / Roth 4 O 1 (k)

Tax-free growth. No RMDs on Roth IRA.

Employer-Sponsored Plans

Pre-tax dollars never previously taxed



m———— WHY CONVERT

The Benefits of a Roth Conversion

Six reasons clients move pre-tax dollars into Roth — paying tax once today rather than indefinitely on every withdrawal.

01 TAX-FREE

Growth

Every dollar of earnings inside a Roth grows free of

federal income tax — for life.

04 NO RMDs

on Roth IRA

You decide when (or whether) to withdraw — RMDs
no longer dictate your tax bill.

CREATED BY CJ CAMPBELL & ASSOCIATES |

02 TAX-FREE

Wealth Transfer

Roth assets pass to heirs income-tax free (estate/state
taxes may still apply).

05 LOWER

Retirement Taxes

Roth withdrawals don't count toward MAGI —
protecting Social Security taxation and Medicare
premiums.

THE BASICS

03 REDUCE

Your RMDs

Roth IRA has no required minimum distributions,

which can shrink your future taxable income.

06 HEDGE

Legislative Risk

Pay tax under today's known rates rather than rolling
the dice on future Washington.
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=== THE 6 RULES - PART 1 OF 4

The 6 Rules to a Roth Conversion

Two big freedoms first: there's no ceiling on how much you can convert, and no age that forces you to stop.

RULE NO. 01 RULE NO. 02

o1 02
No Dollar Limit No Age Limit

There is no cap on how much you can convert in a single year. You You can convert at 35, 65, or 85. Conversions are not bound by the
can move $10,000 — or $1 million — depending on the tax-bracket contribution age rules — only by whether the math works in your
strategy that fits your plan. overall plan.
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we—== THE 6 RULES - PART 2 OF 4

A Little More on the Rules

Conversions are once-a-year per individual — and if you're under 5912, the taxes must come from outside the retirement

account.

RULE NO. 03 RULE NO. 04

03 04

Once a Year Pay the Tax Outside

You can do one Roth conversion per year, per individual. A married If you're under 597, the tax on the conversion must be paid from
couple can each do one. The amount can be any size — but the count non-retirement funds. Best practice regardless of age — keeping
is one. more in the Roth is the whole point.

CREATED BY CJ CAMPBELL & ASSOCIATES | THE 6 RULES
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The

Two clocks live inside this rule. Contributions all share ONE account-level clock. Each conversion gets ITS OWN.

Contribution Clock Conversion Clock

Each conversion restarts a fresh five-year wait.

Open the account, wait five years once — done.

TAX-FREE
FOREVER

5-YEAR WAIT

the account is qualifying

™ T ™ T ™ T

+$8K +S8K +$8K +$8K +S8K

All contributions, past and future, share the same single clock.

Contributions share one account clock — set it once. Conversions each restart their own.

$20K

$25K

$30K

2026 2027 2028 2029 2030 2031 2032 2033

5-YEAR CLOCK \/
unlocks 2031

5-YEAR CLOCK \/
unlocks 2032
5-YEAR CLOCK \/
unlocks 2033

A new conversion = a brand new 5-year wait.




Rule 6:

Beginning January 28, 2026, a Traditional TSP balance can be converted to a Roth TSP — for the first time.

CONVERT

Traditional TSP

$ 210 ’ 010]10) 30% combined tax

Roth TSP

$20,000

TAX OWED THIS YEAR

$6,000

You believe taxes will be higher in the future. Locking in today's known rates costs less than tomorrow's unknown ones.

You won't need the money for at least 10 years. Time lets the tax-free growth recover what the tax cost.

You can pay the tax from outside the TSP. TSP requires it — no withholding option on in-plan conversions.




TSP / Roth

For the first time, federal employees can convert traditional TSP dollars to Roth TSP — without rolling them out of the
plan.

KEY RULES

* Available in My Account on Jan 28, 2026 $500 minimum per conversion

* Traditional & Roth conversion inside the TSP Up to 26 conversions / year per TSP account

* First conversion creates a Roth TSP balance (if needed) Conversion amount is taxable income that year

* lrreversible once completed Taxes must be paid from outside the TSP (no withholding

* No stated age limit (working or retired) option)




The

Two clocks live inside this rule. Contributions all share ONE account-level clock. Each conversion gets ITS OWN.

Contribution Clock Conversion Clock

Each conversion restarts a fresh five-year wait.

Open the account, wait five years once — done.

TAX-FREE
FOREVER

5-YEAR WAIT

the account is qualifying

™ T ™ T ™ T

+$8K +S8K +$8K +$8K +S8K

All contributions, past and future, share the same single clock.

Contributions share one account clock — set it once. Conversions each restart their own.

$20K

$25K

$30K

2026 2027 2028 2029 2030 2031 2032 2033

5-YEAR CLOCK \/
unlocks 2031

5-YEAR CLOCK \/
unlocks 2032
5-YEAR CLOCK \/
unlocks 2033

A new conversion = a brand new 5-year wait.




Does a Roth Conversion

Four conditions worth checking before you commit. If even one is wrong, the math may not work in your favor.

Lower Tax Bracket Today

Convert when you're in a lower tax bracket than you expect to be

in the future. Pay tax at today's rate, not tomorrow's.

Pay Tax From Outside Funds

You have enough money from another source (cash, savings, non-
retirement) to pay the tax on the conversion. Don't dip into the

retirement account.

CREATED BY CJ CAMPBELL & ASSOCIATES THE DECISION

10-Year Time Horizon

Ideally, you won't need the converted money for 10+ years. That's
the break-even point where tax-free growth pays back the

upfront tax cost.

Watch the Phaseouts

A conversion adds to your income — which can affect Medicare
Part B premiums, IRMAA tiers, and certain tax credits with income

phaseouts.
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Break-Even Point

Convert $20,000 today, pay $6,000 in tax. At a 4% return, it takes roughly 7 years before the Roth catches back up to

where you started.

YEARS TO RECOVER THE TAX

Conversion Amount $20,000
$20,800
$ 2 O O O O $21,632
3 2 $22,497
Tax Cost (30%) ey

$24,333

+ $6,000
YRSy Y 52518

EVEN
$27,371

$26,000

CREATED BY CJ CAMPBELL & ASSOCIATES THE MATH
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Break-Even Point

Same setup. At a 7% return, the Roth catches back up in roughly 4 years — and after that, every dollar of growth is tax-

free.

YEARS TO RECOVER THE TAX

Conversion Amount $20,000
$21,400
$20,000
b ', $24,501
Tax Cost (30%) R N 5256
EVEN
$28,051
+ $6,000

$32,116

$34,365

$26,000
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The One Big Beautiful Bill Act

A Roth conversion adds to your taxable income — which can quietly push you over two new deduction phaseout
thresholds.

SENIOR DEDUCTION SALT DEDUCTION
If you’re 65 or older State & local tax deduction

Up to

$6,000 $12,000
Faingle fmariea $40,000

in state/local tax deductions

Starts at $150,000 MAGI. Fully gone by $250,000 MAGI. Begins at $500,000 MAGI. Shrinks to $10,000 by $600,000.

Around the $150K, $250K, S500K, and $S600K income thresholds — and just before or after age 65.



Contributions

Two different motions, two different sets of rules. Mixing them up is the most common mistake.

02

CONVERSIONS

Deposits you make. Transfers you make.

Money moving from your paycheck or savings into a Roth IRA or Dollars moving from a taxable account into a tax-free Roth

Roth TSP. Annual dollar limits apply, and Roth IRA contributions account. No dollar cap, no income limit — but the converted

phase out at higher incomes. amount is taxable income that year.

One puts new money in. The other moves money already there from one tax bucket to another.



Roth TSP

Same word in the name — very different rules underneath.

ROTH TSP
Inside the federal plan

Required Minimum Distributions No
Income Limit for Contributions No
Annual Maximum Contribution $24,500
Catch-Up Provision (50+) $7,500

Total Potential Annual $32,000

ROTH IRA

Held outside the plan

No
Yes
$7,500
$1,100

$8,600



The Four-Year

Ages 60, 61, 62, and 63 unlock a higher catch-up limit — a narrow window worth knowing about.

AGES 60, 61, 62 & 63

$7,500 $11,250

Ages 50-59 and 64+ Per year — for four years only

more per year

Calendar years beginning after December 31, 2024 TSP, 401(k), 403(b) Workers in their early 60s catching up



mmm= SECURE ACT 2.0 | HIGH EARNER RULE
Catch-Up Contributions: Neww Rules

A new wrinkle for high-earning federal employees age 50+ — phased in starting 2026.

01 02 03 04

NEW RULE ELIGIBILITY INDEXED TIMING

Affects High Age 50+ over Threshold Adjusts Implement Now
Earners $150K

Designed to limit pre-tax catch- Applies to those eligible for The $150,000 “Roth catch-up TSP implements the rule in 2026.
up contributions for higher- catch-up (age 50+ by year-end) wage threshold” adjusts annually Other 401(k) plans not required
income participants. earning more than $150,000. by CPI. until 2027.

CREATED BY CJ CAMPBELL & ASSOCIATES | SECURE ACT 2.0 17 / 46



How the

Four specifics most people miss — and one carve-out for CSRS employees.

Q FICA Wages @ Individuals Only

The 2026 catch-up rule uses your $150,000 FICA wages from your 2025 Income threshold applies to the individual — not combined spousal

W-2, Box 3. income.

@ Only Sponsoring Employer @ CSRS Employees Excluded

Only wages from the employer sponsoring the 401(k) or TSP are CSRS (non-offset) employees aren’t subject to this rule — they lack FICA

counted. income.

CREATED BY CJ CAMPBELL & ASSOCIATES HIGH EARNER RULE 18 / 46



Back Door Roth

When your income is too high to contribute directly, this two-step path gets you there anyway.

INCOME PHASE-OUT
Your AGI exceeds the Roth IRA contribution limit — direct contributions are blocked.

STEP 02
Traditional IRA Roth IRA Traditional IRA contributions have no income limit.

CONVERSIO Conversions also have no income limit. Combine the two
$7, O OO N $ 7, O O O and you've effectively contributed to a Roth.
non-deductible contribution tax-free growth forever

Watch the pro-rata rule: if you hold any pre-tax IRA balances, part of the conversion becomes taxable.



What Makes

Same $7,000 out of pocket. Two very different Roth balances on the other side.

Which would you rather have in your Roth?

OPTION B - PAY THE TAX TO CONVERT

Contribute $7,000, convert next day Use $7,000 as tax — convert $23,000

ROTH IRA $23K PRE-TAX S7K TAX
Jfrom cash non-deductible next day IRA / 401(k) 1 30% combined $23K lands
]
— $ /7,000 $ 2 O 00

in your Roth IRA in your Rot IRA

Same $7,000 out of pocket — 3.3x the Roth balance, growing tax-free for life.



Does a Roth Conversion

Target Retirement
Income

What income do you actually need to live on in

retirement?

Tax Bracket &
Medicare Part B

Conversions can push you into a higher

Medicare premium tier.

CREATED BY CJ CAMPBELL & ASSOCIATES

Six questions to work through — together they form your financial anatomy.

Retirement
Projections

Where do today’s assets and savings land you in
10, 20, 30 years?

Your View of Future
Taxes

Do you think tax rates will be higher or lower 10

years from now?

THE DECISION

Higher, Same, or
Lower Bracket

Which tax bracket will you retire into compared

to today?

Verify on a Financial
Model

Numbers on paper. Not sales hype — proofin

your own scenario.
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Understanding Your

Start with what comes in, subtract everything that goes out — what's left is the income your retirement plan has to
replace.

TOTAL GROSS INCOME $107,000

TSP / 401(k) $24,500
IRA $6,500
Social Security $6,634
Savings

Mortgage

College

Credit Cards

Debts $6,500

Tax Equivalent
Non / Qualified IRA
Roth

TOTAL PAYMENTS — $44,134

TARGET RETIREMENT INCOME $62 866
b



Quantifty Your

Three-legged stool: Pension, Social Security, Savings & Investments. Project each one onto the same year.

PROJECTED

YEAR 1 TOTAL

$62,500

$25,000 $25,000 $12,500

Fixed annuity income Government benefit 2.5% withdrawal on S500K vs. 562,866 target

Project the same income across multiple years — does the stool stay level as withdrawal rates climb?



Compare

Three outcomes when projected income meets the target — and each one changes the conversion math.

OUTCOME OUTCOME OUTCOME

S— — +

GAP SAME SURPLUS

Less income in retirement than today Matching your current lifestyle More income in retirement than today
You need every dollar working harder. Modest conversions may smooth out RMDs and Strong case for conversions — your bracket
Conversions may be too costly upfront. Medicare premiums later. isn’t dropping. Lock in today’s rates.

CREATED BY CJ CAMPBELL & ASSOCIATES FINANCIAL MODEL - STEP 03 24 / 46



Your

The conversion question hinges on one prediction — where will your bracket be when you stop earning?

LOVL7ER

Bracket drops in retirement

Conversions cost more today than

they’ll save later. Usually skip.

CREATED BY CJ CAMPBELL & ASSOCIATES FINANCIAL

—
SAME

Bracket stays the same

Roughly break-even. Other factors
decide — RMDs, Medicare, heirs.

MODEL - STEP 04

HIGHER

Bracket climbs in retirement

The classic case. Convert at today’s

known lower rate.
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IRS

Conversions land on one specific line. Knowing exactly where helps you see how a conversion ripples through

everything else.

FORM 1040 — U.S. INDIVIDUAL INCOME TAX RETURN

Wages, salaries, tips S 85,000
Taxable interest S 312 LINE 15
IRA distributions $ 6,500 Taxable Income
Pensions and annuities S 25,000

A Roth conversion adds directly to this line. It moves your bracket, your
Social Security (taxable) S 8,500 _ _ _ _

Medicare premium, and your deduction phaseouts — all in one step.
Capital gain or (loss) S 0

Taxable Income $183,000




What’s Your

If Line 15 says $183,000, you're paying 24% on the next dollar of income — including conversions.

SINGLE FILERS MARRIED, JOINT HEAD OF HOUSEHOLD

10% $0-$11,925 $0-$23,850 $0-$17,000
12% $11,925 — $48,475 $23,850 — $96,950 $17,000 — $64,850
29% $48,475 - $103,350 $96,950 — $206,700 $64,850 — $103,350
24 % $103,350 - $197,300 $206,700 — $394,600 $103,350 — $197,300
32% $197,300 — $250,525 $394,600 — $501,050 $197,300 — $250,500
35% $250,525 — $626,350 $501,050 — $751,600 $250,500 — $626,350
37% $626,351+ $751,601+ $626,351+

Line 15 of $183,000 lands in the 24% bracket — every additional dollar of conversion is taxed at 24% until you cross into 32%.



The Four Steps

Each step answers one question — together they tell you whether converting helps or hurts.

02 04

Target Income Project Income Compare Tax Picture

$62,866 $62,500 Gap of $366 24% today

The floor your retirement plan What today’s pension, SS, and The shortfall (or surplus) drives Convert at the lower of today’s or

has to clear. savings actually deliver. the conversion case. tomorrow’s rate.



A Conversion Can

Medicare looks at your income from two years ago. Cross a tier with a conversion and your monthly premium climbs.

SINGLE MARRIED FILING JOINT MARRIED FILING SEPARATE 2026 PART B / MO

$109,000 or less $218,000 or less $109,000 or less $202.90
$109,001 — $137,000 $218,001 — $274,000 N/A $284.1O
$137,001 - 5171,000 $274,001 — $342,000 N/A $405.80
$171,001 — $205,000 $342,001 - $410,000 N/A $527.50
$205,001 — $499,000 $410,001 — $749,999 $109,001 — $390,999 $649.2O
$500,000+ $750,000+ $391,000+ $689.90

Yearly income reference: your 2024 MAGI sets your 2026 premium tier.



Where Do You Think

The top marginal rate has ranged from 7% to 94%. Today’s 37% sits near the bottom third of that history.

37%

POST-WAR HIGH

94 7%

Your opinion of where rates are heading is the single biggest input into the conversion decision.




Roth Conversion

On a financial model, a conversion is a deliberate ‘taxable event’ that moves money from one bucket to another —
nothing leaves your balance sheet.

TAX-FREE

Roth IRA

TAXABLE EVENT

IRA —_—

Conversion amount

Taxed when withdrawn Tax-free growth forever

= taxable income that year
Subject to RMDs at 73 No RMDs for the owner

The model doesn’t guess. It runs the conversion year by year and shows you the cumulative tax bill, the Medicare effect, and the legacy balance.



Building the

Start with what comes in, subtract everything that goes out — what's left is the income your retirement plan has to
replace.

TOTAL GROSS INCOME $107,000

TSP / 401(k) $24,500
IRA $6,500
Social Security $6,634
Savings

Mortgage

College

Credit Cards

Debts $6,500

Tax Equivalent
Non / Qualified IRA
Roth

TOTAL PAYMENTS — $44,134

TARGET RETIREMENT INCOME $62 866
b



Present Position

CREATED BY CJ CAMPBELL & ASSOCIATES

| 0o | © 0
Total Income $107,000
~ ] _Emgployee Mazch Add. ar Savin O College Sovings |
Additional Information 1'}9,36‘9
ings 101,000 1%
Sue 62-70 e g
Bill 62-70
Retirement Income Projections
itk Pension $18,836 Tax Defered Tioth |
wD £ 0% Social Security S0 R4 578,760 0
o f0%: fo%: Tax Deferred SO . 4% 93,939
0% e Roth SD & roth 68,640 966,258
aiioni 401k & IRA i $31,506 |4 TSP 347,880
TOTAL $50,342
oown S 0% PEI‘ISiGI‘I 50 Tex Deferred Foth A e 5
wo § 0% Social Security S0 4; 31.313
= s e 20 z roth 22,880 314,061
@ fox: fow Roth 50 RA 318,760 ’
255 £ 0% IRA $12,750 %
TOTAL H
512" . | 0 0 0 Savings Type Assets Total
0% W/D Rate from Cash Assets SU
50 Government Bonds Corporste Bonds Bol Trust Rt
5%
Total Income atyear# 8 = $63,092 26.250 | 5%
G.D%l Target Retirement Inu:u::-mel 552,855 ' ,:.:

Sue’s income covers today. The savings tab tells us what years 8, 30, and beyond look like.

PRESENT POSITION
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RMDs & Social Security

Total Income

$107,000

Additional Information

Sue 70-100
Bill 70-100
Retirement Income Projections
ik Pension $18,836
wo 0% Social Securityi  $32,000
v 0% 20%E Tax Deferred S0
0%§ £0% Roth S0
4% 20%i 401k & IRA ;| S38,650
TOTAL $89,486
0%  Pension S0
wo §0%; Social Security; $32,000
= foxi io% Tax Deferred S0
@ fpsi 2 0% Roth S0
4% £ 0% IRA 512,562
TOTAL $44,562
0% W/D Rate from Cash Assets $ﬂ
S0
Total Income atyear # 30 = $134,049
0.0%| Target Retirement Income| $62,866

| o 0 0 0
Employes Ielatch Add. Regular Savings CD's Coll=ge Savings Rat=  Futurs Valus
1% 147,412
Sawings 109,369 1% 0
1% 0
Tau Deferred Foth 01K & THA
IRA 603,504 | | 4% 0
- 4% 304,680
& roth 93,939 4% 879,550
& TSP 362,753
Tan Deferred Hoth TR
4% 0
a 4% 101,560
@ roth 31,313 4% 285,878
i IRA 314,061
7
| 1] 1] 0 savings Type Assets Total| 1,719,080
Government Bonds Corporate Bonds Bol Trust Rate _ Futwre Volue
5% 0
38,783 5% 0

Year 30 total income jumps to $134,049 — more than double the target. The excess is taxable bracket creep.



Tax Bracket

Reference year — the brackets that frame conversion strategy decisions made in 2025.

SINGLE FILERS

MARRIED, JOINT HEAD OF HOUSEHOLD

10% $0-$11,600 $0-$23,200 $0-$16,550
12% $11,600 — $47,150 $23,200 — $94,300 $16,550 — $63,100
29% $47,150 - $100,525 $94,300 — $201,050 $63,100 — $100,500
24 % $100,525 — $191,950 $201,050 — $383,900 $100,500 — $191,950
32% $191,950 — $243,725 $383,900 — $487,450 $191,950 — $243,700
35% $243,725 - $609,350 $487,450 — $731,200 $243,700 - $609,350
37% $609,351+ $731,201+ $609,351+

Brackets are inflation-adjusted yearly. Compare 2025 vs. 2026 to see whether converting one year vs. another moves your marginal rate.



Sue Retires —

CREATED BY CJ CAMPBELL & ASSOCIATES

This is the comparison case. Every future scenario gets measured against the $63,092 year-8 income shown here.

PRE-CONVERSION BASELINE

| o | 0 | ©
Total Income $107,000
_Emgployee Mazch Add ar Savin O College Sovings |
Additional Information 1[}9’369
ings 101,000 1%
Sue 62-70 e g
Bill 62-70
Retirement Income Projections
cowil%i  Pension $18,836 TewDeferred Tioth croe /]
wD £ 0% Social Security S0 R4 578,760 0
o f0%: fo%: Tax Deferred SO . 4% 93,939
0% 0% Roth S0 & roth 68,640 966,258
ifoxt 401k& IRA | $31,506 |4 TSP 347880
TOTAL $50,342
oA & 0% PEI‘ISiGI‘I 50 Tax Defermred Hoth A - 5
wo £ 0% Social Security S0 )
— 0%} i0%: Tax Deferred SO = e 353
= o roth 22,880 314,061
0%: £ 0% Roth S0
IRA 318,760
4% ¢ 0% IRA 512,750 %
TOTAL H
512" . | 0 0 0 Savings Type Assets Total
0% W/D Rate from Cash Assets $U
50 Government Bonds Corporste Bonds Bol Trust Rt
5%
Total Income atyear# 8 = $63,092 26.250 | 5%
{I.D%l Target Retirement Inu:u::-mel 552,855 ' :.:
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What

Sue & Bill’s $62,866 target buys progressively less each year. At 3% inflation, the same lifestyle costs $84,500 in 10
years.

Nominal cost (3% inflation)

. Real value (today’s dollars)

A retirement plan that just barely hits target today won'’t hit target in 10 years. Build the inflation cushion early.




RMDs

Starting at 3.77% at age 73 and climbing past 11% by 95 — RMDs aren’t a fixed amount, they’re a rising percentage of

an aging account.

AT AGE 95

11.24%

must withdraw as taxable income

ROTH AT 95

0%

Roth IRAs have no RMDs



Sue & Bill —

| Retirement Income Projections|

0.0%| Target Retirement Income| $62,866

S
WD i3.0% Pension $31,133 —
Tax Deferred Tax Free Tax Deductible
0% i i
cola §3.0%! Social Security! 552,891 RIRA 678,860 | | &% 0
0.0%: {0.0%: Tax Deferred 50
6 205,831
0.0%; 10.0%; Tax Free 50 Roth 105,668 & 316,718
4.0%; i3.1%:Tax Deductible} $73,055 ¢ : ’
TOTAL | $157,079 | ™ 08,088
Bill
cota fo.0%!  Pension 50 I
Tax Deferred Tax Free Tax Deductible
WD §3.0% Social Security; $52,891 % .
0.0%} {0.0%i Tax Deferred S0 Roth 43,228 a6 84,204
0.0%; j0.0%; Tax Free 50 % 339,881
4.0%; §0.0%; Tax Deductible; $14,131 4 IRA 353,275
TOTAL $67,022
W/D Rate from Cash Assets S0 | 0 | 0 | 0 | Savings Type Assets Total
S0
Total Income at year # 17 = $224,101




Wealth Transfer —

Ret. T Pre-Tax Accounts Lewel Boo Y. Rate of Returm Total of Federal+State
Age Fat=a=3 Initial Balance withdrawveals [Lowrg. Anmual) Al Fees rrrcorrre Tax %6
72 | [100] | [ $1.000.000 SO 50026 | | O OS5 2946 |
GIrOss Balance Al-lnclusive MNet of
e Balanmnce Wit draweal Met of Feaes Tax Liability Fed+State
-——— Near B.oo Y. B.oY . [w =race E. o . E.o.. Inconme Tames
T2 A S A OO, OO S39, 06F SA S, SiFl S0 STE6,828
o, 3 2 A, HE, 88 A, B850 A, 015, 542 243,970 FF2,.S5F2
o, = 1,016,592 e = ) A, 022 D20 245,405 FFF, AL
o il 1,022 527 A G52 1,026, F62 2AE, A2 FRO, L0
T = A,026, Fe32 AG, 6T 1L A, 029 DT 296, D2 T FE2. 113
L L] A D20 T AF, SR A,029 S82F 2497 00D FH2 AP
;8 - A,029 S82 S, TS A, O02TF , 807 29065, 6 TG FEL, 133
=2 A 2T, B0OF 52,08 A,023,859 245, F25 FFE, 129
S0 =] A1,O022, 83549 S, 752 L e 20, 214 FFr2,324a99
=21 10 1,01LF S5F G, 27T 1,00E, FAG 22 0o FE6E, 6T
=222 jn A OeOeE, TS 5.8 9971 ooy 23 2320 IR FSF 05
=3 a1r ooy, 23 &1 . 181 oR2 . BE65S 235,888 TG, DTE
a9 13 B2 . 865 &3 . 411 55,4258 231,703 FIIZ,TF25
25 A3 55,428 5,232 A5, 200 225,849 LB, IS0
26 15 945, 206 &7, 036 Q22078 221,299 SO0, B
T 16 Q22 OFS 652,212 205 930 215 023 G20, o0 F
=25 AT OGS, D2 Ty, S 256,653 el e = B vy 658,65 7T
=0 1 BH6,053 F2 2210 234, 1549 200, AT 533,957
L= a1 239,159 FI: . AT o9 32 191, F58 0T, 2659
= 20 FoO9,032 53,9849 el 300D 182,712 SF8,. 588
o2 234 Fed, 30 T, 3T F20, 9960 172,039 SaF ., 957
L= = 222 F20, DS TS, 0 678 186 162, FE5 L= L e e
L= 3 23 G782, 186 Fa 526 5323 8293 152, 122 AR TF2A
.= L 29 533,843 FI 032 SH8H,. 148 141,155 SRS, P
o 25 5885, 1458 F2. 611 S, 3148 129,915 fa g M B B o
oF 25 541,318 FL, 225 A9, 593 118,462 FTF5, L3I0
o8 27 A2, 593 29,920 AR5, 2T 1oe, 306 Z2E,410
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Pre-Tax

Heirs of a pre-tax account inherit a tax bill alongside the balance. Heirs of a Roth inherit tax-free assets — with one

ten-year rule.

PRE-TAX INHERITED IRA INHERITED ROTH IRA

Account balance

$1,000,000 $1,000,000

Less federal tax

- $240,000 - $0
NET TO HEIRS NET TO HEIRS
$760,000 $1,000,000

Both account types now require non-spouse heirs to distribute within 10 years — but only the pre-tax draw creates taxable income.



Ten Years Later —

$1,000,000 inherited at 5% growth. The pre-tax heir draws it down over the 10-year window; the Roth heir lets it compound, then takes it

all tax-free.

$1.8M - =mo== |nherited Roth — left to compound $1,628,895
=0== |nherited Traditional — spent down tax-free

$1.5M -
$1.2M -
$1.0M -

$1,000,00
$0.8M -  inherited

$0.5M -

$0.2M -

$0 -

0 1 2 3 4 5 6 7 8 9 10
Years after inheritance

Both accounts must be emptied within 10 years — only the Roth comes out tax-free. Illustrative; assumes a
24% ordinary rate on pre-tax distributions.

THE BOTTOM LINE
Traditional IRA, after spend-down & 24% tax
$984,235

Roth IRA, after 10 years of growth

$1,628,895 tax-free

+ $644,660

more to your heirs — about 65% more after-tax wealth




Reinvest the Net —

Each year’s after-tax distribution ($98,423) is reinvested and compounded at 5%. Even fully reinvested, the taxed pre-tax dollars don’t
catch the Roth.

$1.8M -

$1,628,895
$1.5M -
$1,237,960 + growth THE BOTTOM LINE
$1.2M - ! ’ $628,895

Traditional IRA, net dollars reinvested @ 5%
+ growth

$1.0M - e $1,237,960 e

Roth IRA, after 10 years of growth

$0.8M - $1,628,895 tax-free
After-tax PR
Principal
$0.5M - dollars
+ $390,935
$0.2M - the Roth still wins — about 32% more, even after reinvesting
$0 - "
Traditional IRA Roth IRA
net, reinvested @ 5% tax-free growth

Tllustrative at a 24% rate. Reinvested dollars grow at 5% with no annual tax drag — in a taxable account
that growth is itself taxed, widening the Roth’s lead.
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The Roth Is a

Once funded, it stays dry through whatever the future weather brings — higher brackets, RMDs, Medicare creep, or
inflation.

Future tax-rate hikes IRMAA premium tiers

Forced taxable income Erodes purchasing power

Tax Free No Surplus Lower Brackets

Growth RMDs or Gap Cover Jor Spouse



Roth Conversions

Three things to plan before January 28, 2026 — the first day in-plan conversions become available.

01

JAN 28

Planned Rollout

Available inside My Account. Traditional
balances convert directly into Roth TSP — no

rollover required.

02

CHECK

Assess Taxable Income

Conversion adds to taxable income — watch
brackets, IRMAA, and deduction phaseouts.

03

FUND

Use External Funds

Taxes must be paid from outside the TSP — no
withholding. Set aside savings or quarterly

estimates.

Like every conversion: get it on a financial model first — then decide how much, when, and over how many years.



D C M ETROPOLITAN CHAPTTEHR

T H A N K Y O U

Questions are

000G

where planning
begins. ‘

Share your feedback:
Scan QR or click:

surveymonkey.com/r/DCSOFASURVEY

www.dcsofa.org



https://www.surveymonkey.com/r/DCSOFASURVEY
https://www.surveymonkey.com/r/DCSOFASURVEY
https://www.surveymonkey.com/r/DCSOFASURVEY
https://www.dcsofa.org/
https://www.dcsofa.org/
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