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off the highs of 2007. Many IRAs have been hard hit by the fall in
asset values. However, even bad markets can create tax plannin

portunities.
Conversion to a Roth IRA

I f youbve ever been attracted

IRA to a Roth IRA, this may be the time to do it. Key benefits of t
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Although the stock market has been doing better lately, it is still well revenuescoring systems in place, such a revoca
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What if you did a Roth conversion in 2008, when asset values were

Rot h conversion fndo

high, and now you regret that decision? You are permitted under t
taw lawt tdvchange gariramind, Lp uatibtinevdwe dte (with extersians
ne for filing your 2008 tax return (October 15, 2009). The process is

conversion are fully taxree portfolio
growth and freedom from the minimum
distribution requirements at age 70 %-.
The cost of the conversion is payment « ROth IRA
ordinary income tax at rates of up to 35
When the values of IRA assets are down,
this cost goes down as well. As the markets recover and assets &
ciate in value, all that growth can be tax free. For maximum tax b
fit, pay the
IRA.

itds best t o t ax

Unfortunately, not everyone is permitted to make a Roth IRA con
the 2009
income is more than $100,000 (whether single or married). Unde

sion. For tax year,

Traditional IRA vs.

call ed a Arecharacter
carried out with the assistance of the IRA trus-

tee.

Letds say that
traditional IRA to a Roth IRA, but the account

is now worth only $70,000. How can he return the $100,000 to the
ppre-

Taxpay

traditional | RA? He doesnodt I
ene-

traditional | RA status, it mus

on the conversion from assets

attributed to ito while it was

include losses. If the entire $70,000 is recharacterized as a tradi-
ertional IRA, Taxpayer has met the requirement. The key benefit for

Waxpayecisatmbotdinaryantome tax on thed $100,600 convardign u
r need not be paid.

current law the cap will be eliminated in 2010. It is possible that C

"°"Should Taxpayer decide to recharacterize, he must wait for the late

gress will revoke that change before it takes effect, although under tlod 30 days or the next tax year to do another Roth conversion.



