
Mr. Owner HCE

Roth 401(k) Analysis Report
“Pay Uncle Sam Now or Pay Him Later?”

Prepared for
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Text Box
Sample MTR Annuity Report (Full Report) 



Distribution Method: Annuity (equal annual payments
over joint life expectancy; or,
selected number of years if specified
but not less than the required
minimum distribution for pre-tax
account)

The information provided is intended as a general resource, not as formal investment or retirement planning advice or
counsel. If you consider any actions discussed in this analysis, we suggest that you consult a qualified tax or planning
professional. ERISA ExpertiseLLC does not warrant and is not responsible for any errors and omissions from this information.
Any tax advice included in this written or electronic communication is not intended or written to be used, and it cannot be used, by
the taxpayer for the purpose of avoiding any penalties that may be imposed on the taxpayer by any governmental taxing authority
or agency.

This document intends to provide general information only. See your official Summary Plan Description (SPD) for specific
details on your plan’s benefits and features. In the event of a conflict between the information provided in this communication and
the SPD, the SPD prevails.

Age at Start of Distributions: 71

Number of Payment Years: 15

Retirement Age (Soc. Sec. Retirement Age or 5 years): 66

Life Expectancy (Soc. Sec. Mortality or Specified Age): 85

Rate of Return on Roth 401(k): 7.00%

Rate of Return on Side Fund: 5.68%

MTR Increases By: 7.00%

Rate of Return on 401(k): 7.00%

Current Marginal Tax Rate (MTR): 35.00%

MTR Decreases By: 7.00%

Increased After-tax Roth 401(k) Deferral: $30,769

Annual Increased Roth Deferral Percent: 13.99%

Annual Pre-tax Deferral Percent 9.09%

Annual After-tax Roth 401(k) Deferral: $13,000

First Contribution Start Date: January 1, 2006

Annual Pre-tax 401(k) Deferral: $20,000

Gender: Male

Compensation $220,000

Name: Mr. Owner HCE

Date of Birth: 6/27/1955

Roth 401(k) Marginal Tax Rate (MTR) Analysis Report

Participant Information Data Input
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Pre-tax or Roth 401(k)? 

Starting January 1, 2006, your plan has a new feature called a “Roth 401(k).”  The

new feature permits you to contribute all or part of your contribution on an after-tax 

basis to a Roth 401(k) account.  This feature is available to all eligible plan 

participants because, unlike the Roth IRA, no one is prohibited from participating

based on their adjusted gross income. 

The Roth 401(k) feature is different from a traditional pre-tax 401(k).  Contributions 

to your pre-tax 401(k) account are tax-free, interest accumulates tax-free, and you 

pay tax on distributions during retirement.  Contributions to the Roth 401(k)

account are after-tax, interest accumulates tax-free, and qualified distributions 

during retirement are 100% income tax free.  So choosing between the pre-tax 

and Roth 401(k) option comes down to one simple question: 

Pay Uncle Sam Now or Pay Him Later? 

For most people, the most important factor in answering this simple question is

your tax rate when you contribute versus your tax rate when you receive 

distributions.  By tax rate, we mean your marginal tax rate (MTR), or the tax rate

you pay on the last dollars you earn in a particular tax year (i.e., the tax rate that

applies to your highest level of taxable income for the year).  Your current MTR 

determines the tax you save now on pre-tax contributions and the tax you pay now

on after-tax Roth contributions.  Your future MTR determines the tax you pay later 

on distributions from the pre-tax account during retirement, and the tax you save

when you take Roth distributions tax-free. 
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Marginal Tax Rate Analysis 

The Roth option is financially beneficial to participants whose MTR is lower when
contributing versus their MTR when receiving distributions in retirement, since
taxes on contributions were paid at a lower rate.  Conversely, the pre-tax option is 
more beneficial to participants whose MTR is higher when contributing versus when
receiving distributions in retirement, since taxes on distributions are paid at a lower
rate. 

If you choose the Roth option, and you want the same net take home pay as if you 
chose the pre-tax option, the Roth contribution is lower because you pay tax on your 
salary reduction before it is deposited to your account.   

Example:  If you contribute $250 per week to the pre-tax option, your paycheck is 
reduced by $250 and the $250 is deposited to the plan.  If your MTR is 28%, you save 
$70 now, but pay tax based on your future MTR later.  If you choose the Roth option 
and want the same $250 reduction in your paycheck, only $180 is deposited to the 
plan, since you pay the $70 tax now, but no tax later.  In other words… 

Same Net Pay means Lower Roth Contribution 

If you wish to have the same dollar amount deposited to the plan as if you chose the 
pre-tax option, then your salary reduction is higher and net pay is lower. 

Example:  If you wish to have $250 per week deposited to your Roth account, and 
your MTR is 28%, you must reduce your paycheck by $347.  You pay the $97 tax 
now, but no tax later.  In other words… 

Same Roth Contribution means Higher Salary Reduction 

Maximize Your Contribution  If you have the desire and ability to contribute the
highest permissible contribution to a qualified retirement plan, a maximum after-
tax Roth 401(k) contribution effectively raises the maximum individual contribution
limit.   

Example: Same Net Pay means Lower Roth Contribution  Suppose you are 
age 51 and earn $350,000 annually.  For retirement plan purposes, your 
compensation is capped at $220,000 (the 2006 compensation limit).  You pay 
taxes on the last dollars earned at the federal rate of 35% and you defer 9.1% of 
your compensation, or $20,000, into the pre-tax 401(k) account.  If you choose the 
Roth instead of the pre-tax option, what is your after-tax contribution? 

Formula:  Roth After-tax Contribution = $20,000 (1 - 35%) 

Result:  Roth After-tax Contribution = $13,000 
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Who Should Consider the Roth 401(k) Option? 

Individuals who believe their tax rate will be higher when taking distributions 
during retirement than it is when making contributions. 

For many, it makes sense to think that you will be in a lower bracket during retirement, since 
you may no longer have deductions for mortgage interest, etc.  Does it also make sense to 
think that the government will increase tax rates in the future?  Suppose you are in the same 
or lower tax bracket in the future; does this mean that your tax rate will be lower? 
Example: Lower Future Bracket May Not Mean Lower Rate  You are married and 
earn $150,000 annually.  In 2006, you are in the 28% tax bracket and pay tax at a rate 
of 28%.  If you believe that you will be in a lower tax bracket following retirement, 
does that also mean you will pay taxes at a lower rate? 
Perhaps not. The table below indicates the tax rates for 2006 and each row of the 
table represents a "Tax Bracket."  Your current tax bracket is indicated in blue. 

Tax Rates for 2006 
Tax 
Rate 

Married Filing Joint and 
Surviving Spouses 

Unmarried 
Individuals 

Heads of 
Households 

Married Filing 
Separate 

10% $0 - 15,100 $0 - 7,550 $0 - $10,750 $0 - 7,550 
15% $15,101 - 61,300 $7,551 - 30,650 $10,751 - 41,500 $7,551 - 30,650 
25% $61,301 - 123,700 $30,651 - 74,200 $41,501 - 106,000 $30,651 - 61,850 
28% $123,701- 188,450 $74,201 - 154,800 $106,001 - 171,650 $61,851 - 94,225 
33% $188,451 - 336,550 $154,801 - 336,550 $171,651 - 336,550 $94,226 - 168,275 
35% over $336,550 over $336,550 over $336,550 over $168,275 

You retire in 2020 and receive $100,000 per year in taxable income following 
retirement.  Based on hypothetical tax rates for 2020, it turns out that you are correct; 
you are in a lower tax bracket.  However, even though you are in a lower tax bracket, 
you pay federal income tax at a higher rate during retirement than you did back in 2006. 

Hypothetical Tax Rates for 2020 
Tax 
Rate 

Married Filing Joint and 
Surviving Spouses 

Unmarried 
Individuals 

Heads of 
 Households 

Married Filing 
Separate 

15% $0 - 15,100 $0 - 7,550 $0 - $10,750 $0 - 7,550 
25% $15,101 - 61,300 $7,551 - 30,650 $10,751 - 41,500 $7,551 - 30,650 
33% $61,301 - 123,700 $30,651 - 74,200 $41,501 - 106,000 $30,651 - 61,850 
38% $123,701- 188,450 $74,201 - 154,800 $106,001 - 171,650 $61,851 - 94,225 
42% $188,451 - 336,550 $154,801 - 336,550 $171,651 - 336,550 $94,226 - 168,275 
45% over $336,550 over $336,550 over $336,550 over $168,275 

Lastly, dependent on the level of your taxable income during retirement, tax-free distributions 
from a Roth account may decrease the possibility of taxation of your Social Security benefits. 
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Who Should Consider the Roth (Continued) 

Individuals who want to take advantage of an opportunity to diversify future 
tax risk.  Prudent investing dictates diversification in accounts or investment
vehicles taxed differently (i.e., taxable, tax-deferred, tax-free).  The Roth 401(k) 
provides an opportunity to earn higher interest rates without higher risk by, for
example, investing in a taxable bond within the tax-free Roth environment 
compared to investing after-tax dollars in a tax-free bond. 

Individuals who want to take advantage of a limited time offer.  The Roth 401(k) 
is the first and only qualified retirement plan feature that permits tax-free accumulation 
of after-tax contributions by participants of any income level, and allows tax-free 
distributions of both the principal contributions and interest.  Current law dictates that it 
will not be available after the year 2010.   

Individuals who have little or no need for income from these contributions
during retirement.  For tax deferred pre-tax 401(k) accounts, distributions are 
typically deferred until the required beginning date for minimum distributions.  The
impact of taxation on the distributions is lessened by designating younger spousal
or nonspousal beneficiaries to then “stretch” the tax-deferred payments over a 
longer period.  For Roth 401(k) accounts, participants can roll over these assets to
a Roth IRA, which does not require minimum distributions.  This provides an
opportunity to “super stretch” payments to heirs, since no minimum distributions 
are required from Roth IRAs until after death.  These techniques will have the
greatest appeal to individuals with substantial savings who plan to leave these
retirement plan assets to heirs. 

Individuals who wish to maximize retirement benefits.  If you are interested in 
maximizing retirement benefits, or you are an HCE whose contributions are limited
due to the 401(k) nondiscrimination test, the Roth 401(k) may allow you to save 
more for retirement.  See graph #2 in your personalized analysis to see if this is 
pertinent to your situation. 

Example: You are an HCE age 51 and pay tax at the rate of 28%.  You work for a company 
that limits HCE 401(k) contributions to $5,000 to avoid failure of the 401(k) test (HCEs age 50 
or older are permitted to contribute the $5,000 catch-up contribution since it is not considered 
for testing).  If you want to contribute the maximum $10,000 contribution to the Roth account, 
you must reduce your net pay by a higher amount, or $13,888, on which you pay $3,888 in 
tax (28% tax rate) so you can contribute $10,000 after-tax to the Roth account.  The $10,000 
after-tax contribution effectively equates to a $13,888 contribution to a pre-tax account for 
comparative purposes. See graph #2 in your personalized analysis to see how this works 
for you. 
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Other Information to Consider 
Comparison of Account Types Pre-tax 401(k) Roth 401(k) Roth IRA 

Are contributions taxable? No Yes Yes 

Are distributions taxable? Yes No1 No1 

Contribution limits for 2006? $15,000 plus $5,000 
if age 50 or older 

$15,000 plus $5,000 
if age 50 or older 

$4,000 plus $1,000 
if age 50 or older 

Participation dependent on income? No No Yes2 

Rollover to another plan or IRA? Yes3 Yes3 Yes3 

Are minimum distributions required? Yes Yes No 

1 Distributions are qualified and tax-free if they occur after age 59½, disability or death, and at least 5 years after 
your 1st Roth contribution. 
2 Roth IRA eligibility is restricted if the individual’s adjusted gross income limit (AGI) exceeds $110,000 as a single 
filer, or $160,000 filing joint. 
3 To and from like plans; Roth 401(k) to another Roth 401(k) or Roth IRA, Pre-tax 401(k) to another Pre-tax 401(k) 
or Pre-tax IRA; assumes recipient employer plan accepts Pre-tax and/or Roth 401(k) rollovers. 

Frequently Asked Questions (FAQs) 
FAQ 1: Can I contribute $15,000 (plus $5,000 if I am age 50 or older) to the pre-tax 
option and the same amount to the Roth?  No.  The $15,000/$5,000 limits apply to the 
total of your contributions to all 401(k) contributions in the aggregate. 
FAQ 2: Can I contribute to both accounts within these limits?  Yes, assuming your plan 
permits contributions to both. 
FAQ 3: If I contribute to the Roth account in my employer’s 401(k) plan, can I still 
contribute to a Roth IRA?  Yes, if your income level does not prohibit you from 
contributing to the IRA. 
FAQ 4: My employer matches my pre-tax contributions; will I receive a match on Roth 
contributions?  Most likely yes.  Most employers will match both Roth and pre-tax 
contributions. 
FAQ 5: Will I receive the same employer match on Roth contributions as I do on pre-tax 
contributions?  Maybe.  If you reduce your pay by the same dollar amount as for the pre-
tax contribution, the Roth contribution is lower since you pay tax now, so it is possible that 
the lower Roth may not qualify for the same match.   
FAQ 6: If my employer matches my Roth contribution, is the match contributed to the 
Roth account and is it distributed tax-free?  No.  All matching contributions are 
contributed to the same tax deferred employer match account. 
FAQ 7: Can I roll over my Roth IRA into my Roth 401(k)?  No.  The law prohibits 
rollovers of Roth IRAs into Roth 401(k) accounts.   
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FAQs (Continued) 
FAQ 8: Are minimum distributions required from a Roth 401(k) account?  Yes.  However, 
when you become entitled to a distribution, you can roll over your Roth 401(k) into a
Roth IRA which does not require minimum distributions. 
FAQ 9: What is a qualified distribution in the context of a Roth 401(k) account?  A 
distribution is qualified and therefore tax-free if it occurs after the 5-year-taxable period 
during which your contribution is first deposited to the Roth 401(k) account, and the
distribution is attributable to your:  1) attainment of age 59½, 2) disability, or 3) death.   
FAQ 10: If I roll over my Roth 401(k) account into a Roth IRA, do I need to wait another
5 years before I can take tax-free distributions?  Yes.  The 5-year period applies 
separately to Roth 401(k)s and Roth IRAs.  A new 5-year clock begins when the Roth 
401(k) rollover is deposited to the Roth IRA account.  However, if you have a Roth IRA
account that satisfies the 5-year requirement, then distributions from the rollover Roth 
IRA are immediately available on a tax-free basis assuming you are age 59½, disabled, 
or deceased. 
FAQ 11: What if I receive a distribution from my Roth 401(k) account that is not
qualified?  You receive a proportionate amount of both your principal contribution and 
any earnings.  The portion of the distribution that represents the Roth contribution is tax-
free, and any earnings are taxable (and are subject to the 10% additional tax if you are
not age 59½).   
FAQ 12: Are the plan’s investment options different for the Roth 401(k) account?  Most 
likely not.  This is permitted but will not be typical for most plans. 
FAQ 13: What will happen to my Roth 401(k) account if the law permitting Roth 401(k)s
is not extended beyond the year 2010?  The law may change but, for now, the Roth 
401(k) is only available for the next 5 years.  If it does not change, you will not be
permitted to contribute new money to the account.  Your account remains in the plan
until such time that you are entitled to a distribution.  
FAQ 14: Are contributions to the Roth account considered for 401(k) testing? Yes.  The 
same testing rules apply to both pre-tax and Roth contributions. 
FAQ 15: Does the Roth 401(k) option offer any advantage to HCEs relative to 401(k)
testing?  Yes.  Because the contribution to the Roth option equates to a higher pre-tax 
contribution, the Roth is the preferred choice for most HCEs.   
FAQ 16: If I receive a refund from a Roth 401(k) account as a result of a 401(k) test
failure, is the distribution taxable?  The portion of the distribution that represents a
proportional amount of earnings on the distribution amount is taxable; the principal
amount of the contribution is not.   
FAQ 17: If my employer’s plan elects “Safe Harbor” status, can I contribute the
maximum allowable contribution to the Roth 401(k) account?  Yes.  The Safe Harbor 
eliminates 401(k) testing. 
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Personalized Analysis Results 
Your personalized analysis on the following pages provides the following comparisons: 

Graph #1 - Same Net Pay Means Lower Roth Contribution:  Your indicated pre-tax contribution 
amount is compared to a Roth contribution that is based on the same salary reduction yielding 
the same net pay; therefore, your after-tax Roth contribution is lower. 

Graph #2 - Same Roth Contribution Means Higher Salary Reduction:  Your indicated pre-
tax contribution amount is compared to the same dollar amount contributed to the Roth on an 
after-tax basis; therefore, your salary reduction is higher.  This graph also illustrates the 
outcome of investing in an after-tax savings account (a “side fund”).  The side fund represents 
the after-tax savings dollars available for personal investment if you contributed to the pre-tax 
option instead of the Roth option.  

For example, if you contribute $1,000 to the after-tax Roth account and your MTR is 25%, you 
must reduce your pay by $1,333.  You pay $333 in tax to contribute $1,000 to the plan. 

Since it only cost $1,000 to contribute the same amount to the pre-tax option, your net pay before 
taxes is $333 higher.  You pay $83 in tax and receive $250 more in your net paycheck. 

“Side Fund”  The Side fund is the after-tax difference between the higher $1,333 salary 
reduction required for the Roth and $1,000 salary reduction required for the pre-tax. 

Formula: Side Fund = ($1,333 - $1,000) (1-25%) 

Result: Side Fund = $250 

What you should expect to see from the results: 

Graph #1 illustrates the distribution outcome of the lower Roth contribution if you want the 
same net paycheck.  The results indicate that if your MTR does not change between now and your 
retirement, your total after-tax distributions following retirement are the same under both the Roth and 
pre-tax options.  If your MTR decreases, the pre-tax option is preferable; if your MTR increases, the 
Roth option is preferable. 

Graph #2 illustrates the distribution outcome of the higher salary reduction if you contribute 
the same dollar amount to the Roth as you would have to the pre-tax option.  This analysis 
considers the outcome of the Roth contributions compared to the outcome for both the pre-tax 
contributions and the side fund combined.  In most instances, the results indicate that even if your 
tax rate decreases during retirement, the Roth option provides a higher total after-tax 
accumulation.  This outcome is unexpected since, typically, if your tax rate decreases following 
retirement, the pre-tax option yields the higher total after-tax accumulation.  If your MTR stays the 
same or increases, the Roth provides significantly higher benefits following retirement. 

Keep in mind, graph #2 does not consider contributing a higher amount to the pre-tax option.  
Therefore, unless you are contributing the maximum allowable contribution to the pre-tax account 
($15,000 plus $5,000 if age 50 or older), or your contribution is limited by your income or the 
401(k) nondiscrimination test, the results shown in graph #2 may not be pertinent to your 
situation. 
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No one can predict the future with certainty, but we know it is prudent to diversify
your investments amongst accounts that are taxable, tax-deferred and tax-free. We also
know that before the Roth 401(k), no plan option ever allowed participants to receive
distributions of contributions and interest 100% income tax-free . And this once in a
lifetime opportunity starting on January 1, 2006, is a limited time offer since it expires
from the law after the year 2010.  

Roth 401(k): $20,000 9.1%

Assumes Roth IRA distributions are qualified tax-free.  

Annual Gross Paycheck Reduction: Pre-tax 401(k): $20,000 9.1%

The graph shows how your MTR impacts 5 years of contributions starting on January
1, 2006 to a pre-tax or an after-tax Roth account based on reducing your paycheck by the
same amount to give you the same net take home pay. The Roth contribution is lower since
it is net of the the tax which you pay now, not later. A 3% annual cost-of-living increase
applies in years 2-5 for maximum contributions.

Rate of Return on Investments: 7.00% Retirement Age: 66 Life Expectancy: 85

Roth 401(k) MTR Analysis Report
Prepared for

Mr. Owner HCE

Roth Contribution is Lower than Pre-tax Contribution
Assets rolled over to IRA/Roth IRA at Retirement; Pre-tax IRA

distributions taxed at MTR indicated; Roth IRA distributions are tax-free

$401,787
$362,725

$323,662
$362,724 $362,724 $362,724

MTR Decreases to 28% MTR Remains at 35% MTR Increases to 42%

Pre-tax 401(k) Contribution: $20,000 Roth 401(k) Contribution: $13,000
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Pre-tax  Account
MTR    

Current
MTR 

Decrease MTR Increase Roth Account Spouse
Age Contribution @ 7% 35% 7% 7% 35% Contribution @ 7% Participant

51 $20,000 $20,700 $0 $0 $0 $0 $13,000 $13,455 $0 $0
52 20,000 42,849 0 0 0 0 13,000 27,852 0 0
53 20,500 67,066 0 0 0 0 13,325 43,593 0 0
54 21,000 93,496 0 0 0 0 13,650 60,772 0 0
55 22,000 122,810 0 0 0 0 14,300 79,827 0 0
56 0 131,407 0 0 0 0 0 85,415 0 0
57 0 140,605 0 0 0 0 0 91,394 0 0
58 0 150,448 0 0 0 0 0 97,791 0 0
59 0 160,979 0 0 0 0 0 104,636 0 0
60 0 172,248 0 0 0 0 0 111,961 0 0
61 0 184,305 0 0 0 0 0 119,798 0 0
62 0 197,206 0 0 0 0 0 128,184 0 0
63 0 211,011 0 0 0 0 0 137,157 0 0
64 0 225,782 0 0 0 0 0 146,758 0 0
65 0 241,586 0 0 0 0 0 157,031 0 0
66 0 258,497 0 0 0 0 0 168,023 0 0
67 0 276,592 0 0 0 0 0 179,785 0 0
68 0 295,954 0 0 0 0 0 192,370 0 0
69 0 316,670 0 0 0 0 0 205,836 0 0
70 0 338,837 0 0 0 0 0 220,244 0 0
71 0 325,353 -24,182 -26,786 -21,577 0 0 211,480 -24,182 0
72 0 310,926 -24,182 -26,786 -21,577 0 0 202,102 -24,182 0
73 0 295,488 -24,182 -26,786 -21,577 0 0 192,067 -24,182 0
74 0 278,970 -24,182 -26,786 -21,577 0 0 181,330 -24,182 0
75 0 261,295 -24,182 -26,786 -21,577 0 0 169,842 -24,182 0
76 0 242,383 -24,182 -26,786 -21,577 0 0 157,549 -24,182 0
77 0 222,147 -24,182 -26,786 -21,577 0 0 144,396 -24,182 0
78 0 200,495 -24,182 -26,786 -21,577 0 0 130,322 -24,182 0
79 0 177,327 -24,182 -26,786 -21,577 0 0 115,263 -24,182 0
80 0 152,538 -24,182 -26,786 -21,577 0 0 99,149 -24,182 0
81 0 126,013 -24,182 -26,786 -21,577 0 0 81,908 -24,182 0
82 0 97,631 -24,182 -26,786 -21,577 0 0 63,460 -24,182 0
83 0 67,263 -24,182 -26,786 -21,577 0 0 43,721 -24,182 0
84 0 34,769 -24,182 -26,786 -21,577 0 0 22,600 -24,182 0
85 0 0 -24,182 -26,786 -21,577 0 0 0 -24,182 0

0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0

Totals: $103,500 $362,725 $401,787 $323,662 $0 $67,275 $362,724 $0

Beneficiary

               Pre-tax 401(k) After-tax Distributions               Tax-free Roth Distributions
Spouse 

Beneficiary

Prepared for

Mr. Owner HCE

Roth 401(k) MTR Analysis Report
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Pre-tax 401(k): Roth 401(k):

Rate of Return on Side Fund: Side Fund Contribution: Side Fund Total:

Keep in mind, this graph does not consider contributing a higher amount to the pre-tax option.
Therefore, unless you are contributing the maximum allowable contribution to the pre-tax account ($15,000
plus $5,000 if age 50 or older), or your contribution is limited by your income or the 401(k) nondiscrimination
test, the results shown in this graph may not be pertinent to your situation.

13.99%

5.68% $7,000 $144,168

Annual Gross Paycheck Reduction: $20,000 9.09% $30,769

Mr. Owner HCE

Consider Increasing Your Contribution... 

If you believe the Roth option is right for you, consider contributing the same amount
you would to the pre-tax option. This increases your gross paycheck reduction since the
Roth is taxed now, not later. The after-tax difference between the annual gross paycheck
redutions shown below is invested in a taxable side fund. A 3% annual cost-of-living
increase applies in years 2-5 for maximum contributions.

Rate of Return on Investments: 7.00% Retirement Age: 66 Life Expectancy: 85

Roth 401(k) MTR Analysis Report
Prepared for

Roth Contribution is the Same as Pre-tax Contribution Shown Below
Assets rolled over to IRA/Roth IRA at Retirement; Pre-tax IRA

distributions taxed at MTR indicated; Roth IRA distributions are tax-free

$401,787
$362,725

$323,662

$467,830
$506,892

$545,955 $558,038 $558,038 $558,038

MTR Decreases to 28% MTR Remains at 35% MTR Increases to 42%

Pre-tax 401(k) Total Pre-tax and Side Fund Total Roth 401(k) Total
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 Accounts
MTR    

Current
MTR 

Decrease MTR Increase Roth Account Spouse
Age Contribution @ 6.35% 35% 7% 7% 35% Contribution @ 7% Participant

51 $27,000 $27,899 $0 $0 $0 $0 $20,000 $20,700 $0 $0
52 27,000 57,655 0 0 0 0 20,000 42,849 0 0
53 27,675 90,092 0 0 0 0 20,500 67,066 0 0
54 28,350 125,388 0 0 0 0 21,000 93,496 0 0
55 29,700 164,433 0 0 0 0 22,000 122,810 0 0
56 0 175,394 0 0 0 0 0 131,407 0 0
57 0 187,091 0 0 0 0 0 140,605 0 0
58 0 199,574 0 0 0 0 0 150,448 0 0
59 0 212,896 0 0 0 0 0 160,979 0 0
60 0 227,113 0 0 0 0 0 172,248 0 0
61 0 242,287 0 0 0 0 0 184,305 0 0
62 0 258,482 0 0 0 0 0 197,206 0 0
63 0 275,766 0 0 0 0 0 211,011 0 0
64 0 294,215 0 0 0 0 0 225,782 0 0
65 0 313,907 0 0 0 0 0 241,586 0 0
66 0 334,926 0 0 0 0 0 258,497 0 0
67 0 357,362 0 0 0 0 0 276,592 0 0
68 0 381,311 0 0 0 0 0 295,954 0 0
69 0 406,876 0 0 0 0 0 316,670 0 0
70 0 434,167 0 0 0 0 0 338,837 0 0
71 0 416,486 -33,793 -36,397 -31,189 0 0 325,353 -37,203 0
72 0 397,624 -33,793 -36,397 -31,189 0 0 310,926 -37,203 0
73 0 377,499 -33,793 -36,397 -31,189 0 0 295,488 -37,203 0
74 0 356,028 -33,793 -36,397 -31,189 0 0 278,970 -37,203 0
75 0 333,119 -33,793 -36,397 -31,189 0 0 261,295 -37,203 0
76 0 308,676 -33,793 -36,397 -31,189 0 0 242,383 -37,203 0
77 0 282,594 -33,793 -36,397 -31,189 0 0 222,147 -37,203 0
78 0 254,764 -33,793 -36,397 -31,189 0 0 200,495 -37,203 0
79 0 225,067 -33,793 -36,397 -31,189 0 0 177,327 -37,203 0
80 0 193,378 -33,793 -36,397 -31,189 0 0 152,538 -37,203 0
81 0 159,562 -33,793 -36,397 -31,189 0 0 126,013 -37,203 0
82 0 123,475 -33,793 -36,397 -31,189 0 0 97,631 -37,203 0
83 0 84,963 -33,793 -36,397 -31,189 0 0 67,263 -37,203 0
84 0 43,863 -33,793 -36,397 -31,189 0 0 34,769 -37,203 0
85 0 0 -33,793 -36,397 -31,189 0 0 0 -37,203 0

0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0

Totals: $139,725 $506,892 $545,955 $467,830 $0 $103,500 $558,038 $0

Beneficiary

Spouse 
Beneficiary

Mr. Owner HCE
Pre-tax 401(k) and Side Fund After-tax Distributions Tax-free Roth Distributions

Pre-tax and Side 
Fund

Roth 401(k) MTR Analysis Report
Prepared for
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