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Will the distribution

exceed contributions?

Yes No

Does your Roth IRA hold
amounts converted from a
traditional IRA?

Y T

il

Yes No b——

Vv

Once contributions have
been removed,
distributions will come
from Roth conversions
following the FIFO method.

M

Vv

Were the funds that you are
withdrawing converted in
the last 5 tax years?

Y Y
No Yes
R

Sorry, the distribution of
the conversion (excluding
Backdoor Roth IRAS) is
subject to a 10% penalty

unless an exception
applies (e.g., you are age
59.5 or older).

Distributions of

contributions will be tax
and penalty-free.

Distributions in excess of
contributions and

—> conversions will come

from earnings.
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Vv
Let's determine if the
earnings will be taxed as
ordinary income and/or
subject to a 10% penalty.

3

Vv
Are you age 59.5 or older,
disabled, or a qualified
first-time homebuyer
(lifetime cap of $10k)?

L1

Yes No

Sorry, the earnings are
subject to income tax, but

you may be exempt (in
whole or in part) from the
10% penalty.

Does the distribution qualify
for an exception, e.g.,
because you are age 59.5 or
older, it is part of a series of
substantially equal periodic
payments, was used to pay
qualified higher education
expenses, unreimbursed
medical bills (above 7.5% of
AGl), or qualified health
insurance premiums while
unemployed, is a Qualified
Disaster Distribution (up to
$22k per disaster, for
disasters after 1/25/2021), or
was made within one year
after the birth or adoption of
a child (up to $5k)?

L1

Yes No

Will the distribution occur
> within 5 tax years of your

v

The distribution of the
conversion is tax and

penalty-free. Continue on

if the distribution exceeds
contributions and
conversions.

first Roth contribution?

[ T

Yes No

|

Sorry, the earnings are
subject to income tax but

there is no 10% penalty.

Sorry, the earnings are

subject to income tax and
a 10% penalty.

The distribution of
earnings is tax-free and
there is no penalty.
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2026 - WILL MY ROTH IRA CONVERSION BE PENALTY-FREE? all DEFINE FINANCIAL

START HERE
; , No > . .
Will you be converting a . Will you be converting a
traditional IRA? Are there nondeductible <« SIMPLE IRA?
contributions in the account .
you are converting (or Determine how‘ much of the T T
Yes nondeductible contributions —>  conversion will be taxed v
in any other IRA account if when converted by following No €s
N/ converting a SEP or SIMPLE this rule of thumb: T
Are there nondeductible IRA)? h
contributions in any IRA V Y You can convert 401(k)s,
accounts that you own 403(b)s, 457(b)s and SEP IRAs.
(including SEP and SIMPLE — 1 No Yes
IRAs, but excluding Roth and 7 \/
Inherited IRAS)? -
You are subiect to Divide the total after-tax . .
Y Y aggregation ané prorata  § account value by the total W,'” t.he conversion be dqne
: within two years of the first
No Ves A rules. value of all IRAs. Multiply o tion? o
'? this percentage by the contribution:
3 conversion amount to find
ini ' i the tax-free portion. T T
Are you (or your spouse) be taxed o oreinary ncome
receiving a subsidy for health {¢——— h yd Y S No Yes
insurance or enrolled in when converted. <
Medicare Part B or Part D?
> Do you expect to take a
X Y | distribution from your Roth ‘
Yes No IRA within five years of any Sorrlyl\}llzrl_“E/ fg:\éersmn .frhqm
—~ The IRMAA surcharges are conversion? : Stwo — of(ikr:s mét n
calcu.lated each year, based Y Y contribution is subject to
Sorry, this conversion could on income reported two ordinary income taxation
increase IRMAA surcharges years ago. Yes No and a 25% penalty.
on Medicare Part B and Part 7
D [SEmILhns ©F iiEle el J The conversion will be taxed
|n§I|g|bIe e e health f as ordinary income, but will
insurance subsidy. v No not be subject to the 10%
Are you subject to penalty. Taxes withheld from
: an RMD in your IRA? the conversion itself are
~ sorry, if you take a A Yes Yes subject to a 10% penalty
distribution within five tax 1 (unless an exception applies).
years of any conversion J\
and are under the age of See “Will A Distribution From
59.5, you may be subject > My Roth IRA Be Tax and N Has it been satisfied - Sorry, you must take your
to a 10% penalty. Penalty-Free?” flowchart. this year? RMD before the conversion.
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Retirement Is MORE Than Just a Math Problem.

Learn how our 4-step system can help you successfully navigate this decades-long transition.

--> Schedule a FREE Retirement Strategy Session

Taylor Schulte
12526 High Bluff Dr, Suite 270 San Diego, CA 92130
(858) 345-1197 | https://www.definefinancial.com


https://www.definefinancial.com/retirement-process/

