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Why You Want A ROTH Account

Money in a ROTH account can grow tax-FREE, not only for the rest of your life, but for your
children and grandchildren. Withdrawals are also tax-FREE, and there is no 10% penalty if
your account has been open during five calendar years and you're over 59-1/2 - and NO
minimum withdrawals atany age.

A traditional IRA or annuity, which we have seldom recommended, converts capital gain and
dividends to ordinary income, taxed at amuch higher rate. There is no step-up in basis at death.
Between federal and state inheritance taxes, plus the personal income tax your heirs may be
forced to pay, the governments could take over 90% of your IRA's value. And you must start
taking taxable withdrawals at age 70-1/2, which may increase the amount of social security
retirement pay which is taxed.

You will definitely want your ROTH account opened before the end of the year, so your 5-year
penalty period will start running. One week in December counts for an entire year.

President Obama wants to increase income taxes on the "wealthy" to 45%, from the maximum
35% today. Income tax rates on nearly everyone are likely to rise in 2011, including capital
gains and dividends. 2010 may be your last chance to "ROTH" before the higher tax rates kick
in.

IRA TO ROTH CONVERSIONS DEADLINE

Did you convert any IRA (401(k), SEP, SIMPLE, etc.) money to a ROTH account in 2008 or
2009? The new accounthas probably dropped in value since then, which means you paid, or will
be paying, tax on more than you converted.

Congress has provided a way out. You can recharacterize your ROTH money to an IRA and
therefore have no taxable transaction; 31 days later you can reconvert to your ROTH at the
lower valuation.

For 2008 conversions, you have only until October 15, 2009 to act. If you already filed your
tax return, you can amend it for arefund of taxes paid on the conversion. For 2009 conversions
you canrecharacterize if the value has declined, wait 31 days, and reconvert at alower tax level.
Also: if it were to fall further, you have until October 15th of 2010 to decide if you'd like to
undo the transaction.






