
   

 

 Notes from Keith…  

We have been reviewing our clients’ tax planning to see if a Roth conversion 

is of benefit.  Let’s review why a Roth conversion may increase your wealth. 

 

 

 

 

 

 

 

 

 

 

  
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Anyone with an IRA can choose to convert to a Roth IRA.  The amount converted is 

included in income on the tax return.  The tax due can be paid out of the conversion 

or from outside funds.  The Roth earnings are tax free after the conversion. 
 

Assume a 24% Federal Tax Bracket and a $100,000 IRA 

 

 

 
 

Assume an 8% investment return, net of expenses 

 

HOW DOES A ROTH CONVERSION WORK? 

Balance Converted ………………….…….. $    100,000 

Tax @ 24%  ……………………………………       (  24,000) 

Conversion to Roth  ……………..……….. $      76,000 

    Regular      Roth 
 
Beginning Balance  $100,000  $  76,000 
 
Balance in 15 Years   317,217  $241,085 
 
After Tax  --- 24%  $241,085  $241,085 
        --- 32%    163,938    241,085 
        --- 22%       247,429    241,085 

A Roth Conversion is desirable if the tax rate now is lower than the tax rate in the future.  If the rates 

are the same, there is no difference between converting and leaving the money in the regular IRA. 
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2022 Rates 

 
 
 

 
 

1.) Review the 2025 tax table below.  Note that a married couple in 2025 could have taxable 

income up to $394,600 and only pay 24% Federal tax. 

 

 

 

 

 

 

Rate Single Married 

10% $0 – 11,925 $0 – 23,850 

12% $11,925 – 48,475 $23,850 – 96,950 

22% $48,475 – 103,350 $96,950 – 206,700 

24% $103,350 – 197,300 $206,700 – 394,600 

32% $197,300 – 250,525 $394,600 – 501,050 

35% $250,525 – 626,350 $501,050 – 751,600 

37% Over $626,350 Over $751,600 

 

2.) Review the Required Minimum Distribution table on the back page.  For someone who 

is 73 in 2026 with a $1 million IRA, the RMD will be $37,736.  By age 90, the RMD will 

be $161,410. 

 

 

 

 

 

3.) Note on the tax tables that a married couple can have up to $394,600 and be taxed at 

24% while a single taxpayer can only have $197,300. 

SO WHY CONSIDER CONVERSION? 

Tax rates are low now.  Rates are likely to be the 

same or higher in the future. 

Higher RMDs as you grow older will likely push 

you into a higher tax bracket. 

If you are married and one spouse dies, your 

RMDs may be taxed at a higher rate. 

 

The new tax law has given us the opportunity to do Roth Conversions at favorable tax rates.  This 

is a good time to consider making Roth Conversions to take advantage of the tax brackets from 10 

to 24%.  We will review your tax situation and suggest a Roth conversion if it will benefit you. 

OUR SUGGESTION… 

2025 Rates 
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(1) 

(2) 

(1)     12% bracket for Single 

(2) Likely 24% bracket or higher for Single 

This report was prepared by Keystone Financial Planning, Inc., a federally registered investment adviser under the Investment Advisers Act of 1940. Registration as an investment adviser does not 

imply a certain level of skill or training. All information is as of the date indicated and does not reflect positioning or characteristics averaged over any period. All information referenced is for strictly 

information purposes only, and this piece should not be construed as a recommendation to purchase or sell the security referenced. Investing in any security, including the securities presented in 

this presentation, involves the potential loss of principal, and past performance it not necessarily indicative of future results. 


