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Our Agenda

What is an IRA?
Eligibility 
Tax Treatment
Roth or Traditional?
Exclusions for the 10% penalty
Back Door Roth
Required Minimum Distributions
Opening an IRA
IRA vs. Employer Plan
Roth Conversion
Quick Tips

Are you Ready?

You’re ready for retirement 
when you can answer the 
following question correctly: 

Why does a 
retiree often say 
he doesn’t miss 
work, but misses 

the people he 
used to work 

with?

He’s too polite 
to tell the truth.

What are IRA’s?

Tax advantaged retirement savings account
Traditional 
Roth

ndividual

etirement

ccounts
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Eligibility Traditional

You or your spouse must have earned income

Only one person’s name can be on the account

TRADITIONAL
If you have not yet reached age 70-1/2 by the end of 
the contribution year
Deductibility depends on AGI and coverage by a 
retirement plan at work

Tax Treatment Traditional

Contributions are deducted from income with a 
phase out of deductibility
Withdrawals are taxed as ordinary income

Withdrawals prior to age 59-1/2 will have an 
additional 10% early withdrawal penalty on the 
entire amount!

Traditional IRA deduction phase 
out if you have an employer plan
If your filing status 
is…

AND your modified 
AGI is…

Then you can 
take…

Single or head of 
household

≤ $62,000 A full deduction

> $62,000
< $72,000

A partial deduction

≥ $72,000 No deduction

Married filing jointly or 
qualifying widow(er)

≤ $99,000 A full deduction

> $99,000
< $119,000

A partial deduction

≥ $119,000 No deduction
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Traditional IRA deduction phase 
out if you don’t have an employer 
plan

If your filing status 
is…

AND your modified 
AGI is…

Then you can take…

Single or head of 
household or qualifying 
widow(er)

Any amount A full deduction

Married filing jointly or 
separately with a spouse 
who isn’t covered by an 
employer plan

A full deduction A full deduction

Married filing jointly with a 
spouse who is covered by 
an employer plan

≤ $186,000 A full deduction

> $186,000
< $196,000

A partial deduction

≥ $196,000 No deduction

Roth IRA Eligibility

You or your spouse must have earned income

Only one person’s name can be on the account

ROTH
Contributions permitted over 70-1/2
Income must fall within certain limits

Roth Tax Treatment

Contributions are not tax deductible 

Your contributions may be withdrawn penalty and 
tax free at any time. 

Gains are still subject to the 59-1/2 year early 
withdrawal penalty
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Calculations
Roth IRA Contribution 

Phaseout

Single $120,000 - $135,000

Married filing jointly $189,000 - $199,000

Married filing separately $0 - $10,000

Roth IRA 
Contribution 

Phaseout
(AGI Limits)

Filing jointly earning $192,000

$192,000 - $189,000
$10,000

$5,500 x 0.30 = $1,650

$5,500 - $1,650 = $3,850 is contribution allowed

Tip

You can make contributions to an IRA by the due 
date (not including extensions) for filing your tax 
return 

This means that most people can make 
contributions for the previous year up to mid-April

Does a Roth IRA Make Sense?

If you are under age 40 – ABSOLUTELY

If you are older
Consider the tax rate where you will be living in 
retirement (e.g., Florida)
Consider whether you are earning more now 
than you will be drawing in retirement
Consider marginal versus effective tax rate
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Please Note

Francis Investment Counsel does not 
provide tax or legal advice. Please consult 

your tax and/or legal advisor for such 
guidance.

Benefits of Tax-Free Growth

Traditional vs Roth Contributions
$2,400/yr. deferral with 7% annual gain

$0

$50,000

$100,000

$150,000

$200,000

$250,000

$0

$50,000

$100,000

$150,000

$200,000

$250,000

Contributions: $72,000

Gain of $173,400

taxable in traditional 
IRA

tax free in Roth IRA 

““The hypothetical scenario presented is based on a set 
of assumptions, many of which can vary from your 
actual circumstances. Past performance is no guarantee 
of future results and there is no guarantee the future 
projections shown will be achievable.”

Marginal vs. Effective Taxes

If you are married filing jointly and earning 
$85,000 a year and saving 5,500 in a Roth IRA, 
your Roth savings will be taxed at your 22% 
marginal rate

Not all income is equal in retirement. If you have 
$85,000 in taxable income

First $19,050 will be taxed at 10%
Next $58,350 will be taxed at 12%
Last $7,600 will be taxed at 22%
Effective tax rate of 12.4%
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Exclusions to 10% Penalty

Disability 

Death

Non-reimbursed medical expenses

First-time home purchase

Higher education costs

To pay back taxes

….. and more

www.irs.gov
Publication 590

Required Minimum Distributions

Calculate the RMD separately for each IRA, but 
can withdraw the total amount from one or more of 
the IRAs

Calculate the RMD separately for each 403(b), but 
can withdraw the total amount from one or more of 
the 403(b)’s

RMDs from 401(k) plan must be taken separately 
from each account

Required Minimum Distributions

The first year following the year you reach age 70-
1/2 you will generally have two required 
distribution dates: 

April 1 for the year you turn 70-1/2
December 31 for the year following the year 
you turn 70-1/2

Consider making your first withdrawal by 
December 31 in the year you turn 70-1/2 instead 
of waiting until April 1 of the following year to avoid 
having both amounts included in your income for 
the same year
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Back Door Roth

If you are over the income limit to contribute to a 
Roth IRA, fund a non-deductible traditional, then 

convert to Roth the next year!

Pros & Cons IRA vs. Employer Plan

IRA’s have flexibility 

Investment options

Income distribution

Required minimum distributions

Costs

Other services

Employer Plan

Generally lower cost than using an advisor for an 

IRA 

Savings comes directly from your paycheck

Takes full advantage of dollar cost averaging

Access to other employee wellness benefits
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Conversions from Traditional to 
Roth

What is a “Conversion”?

Conversions from Traditional to 
Roth

403(b) or 
401(k)

IRA

Conversions from Traditional to 
Roth

IRA Roth IRA
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Why Convert?

Withdrawals tax-free at age 59-1/2 after a 

minimum 5 year holding period 

Contributions are always tax & penalty free to 

withdraw

Roth IRAs have no required minimum 70-1/2 age 

for distributions

Roth IRAs pass to heirs income tax free (estate 

taxes may still apply)

Fill Your Tax Bracket

10%

12%

22%

24%

32%

35%

Income places you here on 
tax bracket – convert just 
enough to fill up the rest of 
that tax bracket

Lets Look at a Case Study…

Bill

Age 50

Annual Income N/A

Has $100,000 in a 

401(k) (pre-tax)
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Example #1

$100,000 pre-
tax 401(k)

Bill does not 
have additional 
funds to pay all 

$22,000!

22% income 
taxes $22,000 

2013

Taxable 
income of 
$100,000

$100,000 post-
tax Roth IRA

April 2013 
Conversion

Example #2

Bill does not 
have additional 
funds to pay all 

$22,000

22% income tax 
$11,000 2018, 

which Bill 
gladly pays

Taxable 
income of 

$50,000

$50,000 post-
tax Roth IRA

April 2013 
Conversion

$100,000 pre-
tax 401(k)

April 2015 all $100,000 pre-tax 401(k) 
has now been converted to post-tax 

Roth IRA and all taxes have been paid

Bill repeats 
this process in 

2019

Where can I open an IRA?

Do it Yourself

Advisor

www.Vanguard.com

www.Fidelity.com

Other Mutual Funds

Banks

Insurance Companies

National Brokerage Firms
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Investment Options

Wide range of investment options

Stocks/Bonds

ETF’s/Mutual Funds

Only significant exclusion is 
Options, due to withdrawal 
restrictions to cover

Each will sell what they have 

Management fees will vary

How Much Money do I need to 
Open an IRA?

Minimum investment fees differ by institution 

Use Assets from Existing Account 
or Start from Scratch

Roll assets from previous employer plans

Combine assets that may be in several IRA’s

The choice is personal!
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Remember:

Francis Investment Counsel does not 
provide tax or legal advice. Please consult 

your tax and/or legal advisor for such 
guidance.

MoneyAdvice@Work®

@francisinv

Francis Investment Counsel does not provide legal or tax advice. As investment returns are variable, we cannot guarantee 
any certain investment return or result. Historical performance information has been compiled from sources we believe to 
be reliable, but we cannot guarantee its accuracy or completeness. Past performance is not a guarantee of future results.

Call 866-232-6457 or visit 
moneyadviceatwork.com/learnmore

to schedule a personal 
MoneyAdvice session.

Moneyadviceatwork.com/learnmore
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For illustration purposes only. Past performance is not an indication of future performance. 

Meet our Advisors!

Kelli Send
Creative and Fun Educator, 

Master Helper

Liz Aidoo
La diversidad es nuestra

fortaleza… Diversity is our 
Strength 

Tim Shirk
Surprised by Life, 

Ready to Help

Art Harris
Hopeful Helper

Eric Hencley
Financial Adventurer, 
Slayer of Pessimism

Matt Vandre
Optimistic Doer, Lively 

Encourager

Jay Voigt
Money Sherpa, 
Strategy Guru


