
 2 0 2 5  C H E A T  S H E E T 

Roth Conversions

Traditional IRA Roth IRA
Deductible contributions? Yes, depending on income No

Tax treatment of distributions Taxed as ordinary income
Tax-free after age 59 ½ and five 
years

Required minimum 
distributions?

Yes, beginning at age 73 No

Tax treatment of death benefit
Beneficiary payouts taxed as 
income

Tax-free beneficiary payouts

Are you looking for tax-free income in retirement? A Roth 

conversion can be an effective strategy that allows you to 

pay taxes today on your retirement savings in an effort 

to reduce taxes in retirement when your income may be 

lower or your taxes may be higher. 

Traditional IRA vs. Roth IRA 
There are a few key differences between traditional and Roth IRAs.  
The most significant is how they are taxed. 

�Traditional IRAs allow many people to take a tax 
deduction during the year in which contributions 
are made. Those contributions grow tax deferred 
within the account and are taxed as ordinary 
income when they are withdrawn. 

�Roth IRAs, on the other hand, are funded with 
after-tax contributions, which means there is no tax 
benefit during the year in which contributions are 
made. However, withdrawals from Roth accounts 
are tax-free, assuming the taxpayer has reached age 
59 ½ and has held the account for at least five years. 



2025 IRA Contributions 
Both traditional and Roth IRAs have the same annual contribution limits.1

Traditional or Roth contribution limit $7,000

Catch-up for ages 50 and older $1,000

In contrast to traditional IRA contributions, Roth IRA contributions are gradually phased out based on the  
taxpayer’s income.

Single Taxpayer  
Income

Married Filing  
Jointly Income

Maximum  
Contribution

Age 50 and Above 
Contribution

Less than $146,000 Less than $230,000 $7,000 $8,000

$146,000 to $161,000 $230,000 - $240,000 Reduced Reduced

Greater than $161,000 Greater than $240,000 $0 $0

How does a Roth conversion work? 
Following is a step-by-step guide to Roth conversions. 

1.	 �Fund a traditional IRA. In order to complete a Roth conversion, you must hold assets in a traditional 
IRA. The traditional IRA can either be comprised of assets you have been contributing over time, or it can 
be a rollover of a previous balance held in an employer-sponsored retirement account.

2.	 �Open a Roth IRA. Before completing the conversion, you must have an account that can accept the 
direct transfer of assets.

3.	 �Pay taxes on the converted assets. Keep in mind that all assets withdrawn from a traditional IRA are 
taxed as ordinary income, not capital gains. This includes distributions made for a Roth conversion.

4.	 �Transfer the traditional IRA assets to the Roth IRA. Be sure to work with a qualified financial 
professional to complete this step and ensure the assets are directly transferred to your Roth account.

5.	 �Wait at least five years to qualify for tax-free distributions. For Roth IRA distributions to be tax free, 
you must be at least age 59 ½ and have held the Roth account for five years. If you make the mistake of 
withdrawing from the account early, you’ll miss out on the benefit of tax-free distributions.

Tip – If possible, pay the conversion tax with assets outside of the IRA. If you use IRA funds to pay taxes, 
you reduce the amount available to fund the new Roth IRA, which also reduces the benefits of tax-deferred 
growth and tax-free distributions. By using other assets to pay the taxes, you can maximize the amount 
directed to your Roth IRA.

Converting an employer plan account to a Roth IRA is a taxable event. Increased taxable income from the Roth IRA conversion may have several 
consequences including (but not limited to) a need for additional tax withholding or estimated tax payments, the loss of certain tax deductions 
and credits, and higher taxes on Social Security benefits and higher Medicare premiums. Be sure to consult with a qualified tax advisor before 
making any decisions regarding your IRA

1	 https://www.irs.gov/retirement-plans/plan-participant-employee/retirement-topics-ira-contribution-limits



NEXT STEPS 

Interested in learning 
more about whether 
a Roth conversion is 
right for you? 
Consult with a qualified financial professional  
to determine how a Roth conversion may impact  
your overall financial picture. 

Investment advisory services offered by duly registered individuals through CreativeOne Wealth, LLC a Registered Investment Adviser. 
CreativeOne Wealth, LLC and Mosaic Retirement Planning, LLC are unaffiliated entities. Licensed Insurance professional. 

Provided content is for overview and informational purposes only and is not intended and should not be relied upon as individualized tax, 
legal, fiduciary, or investment advice. By contacting us, you may be offered a meeting to discuss how our insurance and other services can 
meet your retirement needs. The presenters of this information are not associated with, or endorsed by, the Social Security Administration or 
any other government agency. 

Investing involves risk, including possible loss of principal. No investment strategy can ensure a profit or guarantee against losses. Insurance 
product guarantees are backed by the financial strength and claims-paying ability of the issuing company. 22660 | 2024/11/19
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