Board of
Education
Retirement
System

of the City of New York

BERS CONVERSION
TO ROTH FAQ

=

A Roth conversion is a process where you move money from your Pre-Tax TDA bucket to your Roth TDA
bucket. You are essentially choosing to “pre-pay” the taxes on that money now, so you don't have to pay

Yes. The entire amount you convert will be added to your taxable income for the current year. You will have
to pay federal, state, and local (if applicable) income taxes on that amount when you file your tax return (or
pre-pay your taxes). We recommend that you consult a tax advisor or qualified financial professional prior to

The main benefit is that once your money is in a Roth TDA, it can grow, and you can (after meeting the rules)

Additionally, Roth TDA funds do not have Required Minimum Distributions (RMDs) during your lifetime. An
RMD is a mandatory withdrawal the government forces you to take from pre-tax accounts (and pay taxes

Converting pre-tax funds can have tax implications, so please make sure you consult with a tax advisor and

Yes, you can choose how much you would like to convert from the pre-tax TDA to the Roth TDA.

Q. What's the difference between a )
“Pre-Tax” TDA and a “Roth” TDA? PREITAX
A. It's all about when you pay taxes. T \
* Pre-Tax TDA: You don't pay taxes on
the money you contribute now. You pay
taxes later when you withdraw the money in retirement.
* Roth TDA: You pay taxes on your contributions now
(through your paycheck). Because you've already paid
taxes, your qualified withdrawals in retirement are
completely tax-free.
Q: What is a Roth conversion?
A:
them later.
Q: Willl have to pay taxes on a conversion from my pre-tax fund to Roth?
A
submitting your application to BERS.
Q: Why would | want to convert my pre-tax funds to Roth?
A.
withdraw it in retirement 100% tax-free.
on) after you reach a certain age (currently 73).
or qualified financial professional prior to making a decision.
Q. Can | convert just a portion of my pre-tax TDA?
A.
Q. Does the 5-year rule apply to the conversion?
A.

If you are over 59, you can withdraw your converted principal immediately with no tax or penalty. If
you are under 59V, you must wait 5 years to withdraw that converted principal to avoid a 10% penalty.
To withdraw your earnings tax-free, you must be over 59%2 and your first ever Roth contribution must have
been at least 5 years ago.
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Q. How will | pay the taxes?

A. A:Inthe year following the processing of your rollover request you will receive a T099R. This will report the
amount(s) converted during the tax year.

Q. Is a Roth Conversion right for me?

A. Thisis a personal financial decision. A conversion might be a
good strategy if you believe you will be in a higher tax bracket
in retirement than you are today. By paying taxes now (at your
current, lower rate), you avoid paying them later (at a future,
higher rate).

We strongly recommend you speak with a qualified financial

advisor or tax professional. They can analyze your personal
situation and help you decide.

Q. | currently only contribute to the pre-tax portion. Will | be able to still do the conversion if |
haven’t started Roth contributions yet?

A. Yes. You can convert your existing Pre-Tax balance even if you don't currently contribute to a Roth TDA from
your paycheck. These are two separate actions.

* Conversion: Moves your existing money (using the Conversion to BERS Roth form).

* Contribution: Directs where your new paycheck money goes (this is managed with the TDA Investment
Change form).

2

Will this conversion affect my BERS pension??

A. No. Your TDA (Roth or Pre-Tax) is a separate savings plan. It is not part of your BERS pension. Converting
your TDA funds has no effect on your pension benefit.

2

Can | choose where my converted Roth funds can be invested?

A. Funds converted from the Pre-tax account will be deposited into the Roth account according to the current
investment allocation you have. If you would like to make updates to the allocation, you will need to
complete a TDA Investment Change form.

Note: BERS does not provide legal or tax advice. The information provided is not a substitute for professional
advice. It is your sole responsibility to consult with your own independent tax and legal advisors for guidance.
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