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Important: This alert does not contain any legal or tax advice. You should al-
ways consult with your attorney, accountant or other professional advisors be-
fore changing or implementing any tax, investment or estate planning strategy.  
IRS Circular 230 Disclosure: Pursuant to IRS Regulations, we inform you that any tax 
advice contained in this communication (including any attachments) is not intended 
or written to be used, and cannot be used, for the purpose of (i) avoiding tax re-
lated penalties or (ii) promoting, marketing or recommending to another party any 
transaction or matter addressed herein.

A Roth Conversion allows you to convert traditional (pre-tax) IRA money into nontaxable Roth IRA money. The 
primary benefits of a Roth IRA are that your money grows tax-free and withdrawals are tax-free. In addition to 
tax-free growth and income, Roth IRA has the potential to benefit your retirement and legacy planning. 

Converting an existing traditional IRA or another retirement account to a Roth IRA can make sense in many 
situations, but not all the time. It depends on your unique situation, your income, your tax bracket and the 
financial goal you are trying to accomplish. When you convert another retirement account to a Roth IRA, you 
will have to pay income taxes on the converted amounts. It can make sense to pay these taxes now to avoid 
more taxes later, but that depends on your current tax bracket compared to your potential future tax bracket.

When it may make sense to convert to a Roth 
IRA:

• You had a lower income year.

• You will likely be in a higher tax bracket
than you are now.

• You have financial losses that can off-set
tax liability from the conversion.

• You do not want to begin taking distribu-
tions at age 72.

• You are moving to a state with higher
income taxes.

• You want to leave a tax-free inheritance
to your heirs.

When it may not make sense to convert to a 
Roth IRA:

• You are going to have an extremely low 
income in retirement.

• You do not have extra money for the 
conversion.

• You may need the money sooner rather 
than later. 

When converting pre-tax dollars, keep in mind:
• Generally, converted assets in the Roth IRA must remain there for at least five years to avoid penalties

and taxes.

• A distribution from a Roth IRA is tax-free and penalty-free provided that the five-year aging require-
ment has been satisfied and at least one of the following conditions has been met: you reach age 59
½, die, become disabled, or make a qualified first-time home purchase.

• If you withdraw money from a converted Roth IRA within the first five years after you do the conversion,
you will have to pay the 10% penalty on any withdrawals. That includes withdrawals of the amount you
initially converted - even though you have already paid taxes on that amount.

• RMDs are not required during the lifetime of the original owner.

As of this writing you are no longer permitted to “recharacterize” or undo a Roth IRA conversion.
Deadline: December 31, 2020 for the 2020 tax year.


