Roth
Conversion

Analyzing Your Cash Flow, Taxes, and
Legacy Before and After a Roth Conversion

Five Distinct Reasons for a Roth Conversion

You want to draw income tax-free in
retirement

You want to eliminate all or part of your
required minimum distributions (RMDs)

You want to lower your future tax bracket
on other income

You want to take advantage of an income
lull when your tax rate is low

You want to leave your surplus retirement
savings to your heirs
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To Convert or Not Convert:
Analyzing Two Scenarios

DJ and Christina just sold their business and are ready to retire. They want
to determine their annual spending budget and understand how they can
reduce their future taxes. They also want to leave money to their children.

Their Wealth Advisor first determines that DJ and Christina need $100K to
comfortably cover their annual expenses through their 70s. But in their 80s,
they need an additional $25K—to $125K—for health care and end of life care
costs.

Their Advisor presents two different scenarios—one which keeps their assets
as is and another which converts half of their traditional IRA to a Roth IRA.
The results are below:

Strategy 1: Withdraw income as required
(No conversion scenario)

Retirement cash flow with no Roth conversion

For illustrative purposes only. *See notes in disclosures.




Strategy 2: Convert 50% of their traditional
IRA to a Roth IRA

(Roth conversion scenario)

Retirement cash flow with Roth conversion

For illustrative purposes only. *See notes in disclosures.

Summary of findings

Annual Income/Cash Flow Ages 65-72: $100K Ages 65-72: $100K

Ages 73-85: $179K - $243K Ages 73-85: $115K - $140K
Annual Taxes Paid Ages 65-69: None Ages 65-69: $35K

Ages 70-72: >$4K Ages 70-72: >$4K

Ages 73-85: $21K - $36K Ages 73-85: $7 - $10K
Annual Tax Rate Ages 65-69: 0% Ages 65-69: 24%

Ages 70-72: 12% Ages 70-83:12%

Ages 73-82: 22% Ages 84-85: 22%

Ages 83-85: 24%

Legacy Amount (Net of Tax
Wealth Transfer) $1,850,444 $3187,313

Calculations by Motley Fool Wealth Management. Notable differences are bolded. Taxes are calculated after the standard deduction. Social Security
tax is calculated on 85% of the benefit. Does not include a hypothetical/assumed 30% tax on inherited amount. Assumes traditional IRA is invested in a

balanced portfolio that delivers a market return of 5.38% from ages 63-70, then 4.72% return through age. Past performance is not indication of future
results. For illustrative purposes only.



Need help deciding if a
Roth conversion
makes sense for you?

Click here.

Disclosures

*Calculations by Motley Fool Wealth Management. Taxes are calculated after the standard deduction.
Social Security tax is calculated on 85% of the benefit. Does not include a hypothetical/assumed

30% tax on inherited amount. Assumes traditional IRA is invested in a balanced portfolio that delivers
a market return of 5.38% from ages 63-70, then 4.72% return through age. Past performance is not
indication of future results. For illustrative purposes only.

The content in this article is provided for informational purposes only, reflects our general views

on investing, and should not be relied upon as recommendations or financial planning advice. We
encourage you to seek personalized advice from qualified professionals, including (without limitation)
tax professionals, regarding all personal finance issues. While we can counsel on tax efficiency and
general tax considerations, Motley Fool Wealth Management ("MFWM" or "Fool Wealth") does not
(and is not permitted to) provide tax or legal advice. Clients who need such advice should consult tax
and legal professionals. These comments may not be relied upon as personalized financial planning
or tax advice.

MFWM is an SEC-registered investment advisor with a fiduciary duty that requires it to act in the best
interests of clients and to place the interests of clients before its own. HOWEVER, REGISTRATION

AS AN INVESTMENT ADVISOR DOES NOT IMPLY ANY LEVEL OF SKILL OR TRAINING. Access to
MFWM is only available to clients pursuant to an Investment Advisory Agreement and acceptance
of MFWM's Client Relationship Summary (PDF) and Brochure (PDF - 204 KB). You are encouraged to
read these documents carefully. All investments involve risk and may lose money. MFWM does not
guarantee the results of any of its advice or account management. Clients should be aware that their
individual account results may not exactly match the performance of any of our Model Portfolios.
Past performance is no guarantee of future results. Each Personal Portfolio is subject to an account
minimum, which varies based on the strategies included in the portfolio. MFWM retains the right

to revise or modify portfolios and strategies if it believes such modifications would be in the best
interests of its clients.

MFWM, an affiliate of The Motley Fool LLC (“TMF”), is a separate legal entity, and all financial
planning advice and discretionary asset management services for our clients are made
independently by the financial planners and asset managers at MFWM. No TMF analyst is involved in
the investment decision-making or daily operations of MFWM. MFWM does not attempt to track any
TMF services.

During discussions with our Wealth Advisors, they may provide advice with respect to 401(k) and IRA
rollovers into accounts that are managed by MFWM. Such recommendations pose potential conflicts
of interest in that rolling retirement savings into a MFWM managed account will generate ongoing
asset-based fees for MFWM that it would not otherwise receive.
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https://foolwealth.com/hubfs/one-pager/Roth%20Conversion_Infographic.pdf?hsLang=en

