
Here are 20 ROTH IRA Facts
you need to know:

1 Roth IRAs offer the benefit of tax-free earn-
ings when you follow the rules. With a Roth
IRA, you can look forward to completely
tax-free distributions when you retire.

2 According to Investment Company Institute
statistics, 24.9 million American households
had a Roth IRA in 2017.

3 If you are young, a Roth IRA can be a
smart strategy because you will have years
to let your earnings accumulate and grow
tax-free.

4 For 2018, the maximum Roth IRA contribu-
tion is $5,500 for those under age 50 and
$6,500 for those age 50 and older in 2018.
However you can convert any amount!

5 There are income limits for Roth IRA contri-
butions. If you are single, your ability to 
contribute will begin to phase out when
your income exceeds $120,000 ($189,000
if married filing jointly).

6 A strategy for high earners to fund a Roth
IRA may be to do a back-door Roth IRA
conversion. 

7 You are never too old to contribute to a
Roth IRA. Your age is no barrier if you are
otherwise eligible.

8 A minor can make a Roth IRA contribution
if they have earned income, such as earn-
ings from a summer job.

9 You can convert your traditional IRA to a
Roth IRA. There are no income limits that
apply. You will need to decide that the ben-
efit of future tax-free earnings outweighs
the downside of a tax bill now on the con-
version. Conversion is not one size fits all.

10 While the benefits of conversion can easi-
ly be seen for younger people, being older
should not rule out conversion. It can be a
smart estate planning strategy. By convert-
ing, you can leave your retirement funds
to your beneficiaries tax free and they can
stretch tax-free distributions for years from
the inherited Roth IRA.

11 Thinking conversion might be for you?
Talk with a knowledgeable tax or financial
advisor. You will want to be sure. The Tax
Cuts and Jobs act eliminates the ability to
recharacterize or undo a Roth IRA conver-
sion so there are no “do-overs” anymore

12 You can still recharacterize tax-year contri-
butions. So, if you make a 2018 tradition-
al IRA contribution and decide a Roth IRA
contribution would be a better move, you
can recharacterize your contribution to
your Roth IRA.

13 Are you retiring and deciding what to do
with the funds in your employer plan?
Funds that are rollover eligible to a tradi-
tional IRA can also be converted to a
Roth IRA. 

14 If you have both pretax and after-tax funds
in your employer plan, rules allow you to
convert after-tax funds to a Roth IRA and
roll your pretax funds to a traditional IRA.
These rules are complicated so be sure to
discuss your situation with your tax advisor.

15 If you are under age 59½ and do a Roth
IRA conversion, you will need to wait five
years before you can access your convert-
ed funds without penalty.

16 Roth IRAs are never subject to required
minimum distributions (RMDs) while you
are living.

17 Your Roth IRA beneficiaries must take
RMDs. However, those distributions are
almost always tax-free.

18 To take a tax-free distribution of the earn-
ings from your Roth IRA, you must be
over age 59½ or disabled, or purchasing
your first home and you must have satis-
fied a five-year waiting period that begins
with your first Roth IRA contribution or
conversion.

19 The five-year waiting period for tax-free
distributions of Roth IRA earnings does
not restart with additional contributions or
conversions. It begins with the first one
and never restarts again.

20 The future looks bright for Roth IRAs. These
accounts have grown in number and in bal-
ance size over the past 20 years. You can
expect Roth IRAs to play an even bigger role
in the future. The trend in Congress when
debating retirement savings is toward more
“Rothification,” not less.

Should you have a Roth IRA? 
Call Greg @ 610.370.7268.
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The Roth IRA is celebrating its 20th Anniversary. It started
January 1st1998. The Roth IRA is growing stronger than
ever. You may be already reaping the tax benefits of owning
your own Roth IRA or, did you hesitate to open one? 
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