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Roth Conversion and Buys Insurance
Current Year: 2020
IRA Balance:: $1,956,363
Pre-59 1/2 Penalty: Apply
Growth Rate (IRA/Roth): 6.10%
Inflation Rate: 3.00%
Use Inflation on: AGI Projections
Plan Owner Birthdate: 7/1/1960
Current AGI: $85,000
Retirement Age: 109
Retirement AGI: $23,600
Death Year: Calculated
Life Expectancy: 25.2
Beneficiary AGI: $65,000
Taxable Asset Current Balance: $100,000
Taxable Asset Growth Rate: 3.20%
Use Taxable Asset to Pay Expenses: Yes
Insurance Premium: $4,860
Insurance Premium Rate of Change: 0.75%
Death Benefit: $1,250,000
Death Benefit Rate of Change: 1.00%

Roth IRA Buys Roth Buys
Expenses During Lifetime of Owner IRA Conversion Insurance Insurance
Premiums Paid: $0 $0 $133,085 $133,085
Income Tax on Distributions: $833,029 $0 $833,029 $0
10% Penalty on Distributions: $0 $0 $0 $0
Conversion Tax Paid: $0 $703,381 $0 $703,381
Total Expenses Paid: $833,029 $703,381 $966,114 $836,466

Values at Death of Owner
Death Benefit: $0 $0 $1,587,169 $1,587,169
Roth IRA: $0 $5,945,334 $0 $5,637,997
Taxable Asset: $2,664,233 $0 $2,472,224 $0
IRA: $4,401,418 $0 $4,401,418 $0
Beneficiary Income Tax on IRA: $1,595,220 $0 $1,595,220 $0
Total to Beneficiary: $5,470,431 $5,945,334 $6,865,591 $7,225,166

        
  This is a hypothetical illustration based on the assumptions you made, and is to be used as a guide only, in order
to help you understand what your planning needs may be.   This illustration should be considered together with all
other information you deem important in making your investment decisions.  This is not an illustration or
guarantee of the performance of any specific investment.  Actual performance from your investments may vary.  
This illustration is not legal or tax advice.  You should consult with your own attorney and/or accountant to review
this information and determine its appropriateness with respect to your particular situation.  The provider of this
illustration provides no guarantee and assumes no responsibility or liability for the accuracy of the information
provided (including whether the interest rate you have selected is in fact "reasonable"), or for your reliance or
decisions based on this information.    
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Traditional IRA Schedule

Beginning Tax On Plan End Taxable

Year Age LE Principal RMD RMD Value Asset

2020 60 36.8 $1,956,363 0 0 $2,075,701 $103,200

2021 61 35.8 $2,075,701 0 0 $2,202,319 $106,502

2022 62 34.9 $2,202,319 0 0 $2,336,660 $109,910

2023 63 33.9 $2,336,660 0 0 $2,479,196 $113,427

2024 64 33 $2,479,196 0 0 $2,630,427 $117,057

2025 65 32 $2,630,427 0 0 $2,790,883 $120,803

2026 66 31.1 $2,790,883 0 0 $2,961,127 $124,669

2027 67 30.2 $2,961,127 0 0 $3,141,756 $128,658

2028 68 29.2 $3,141,756 0 0 $3,333,403 $132,775

2029 69 28.3 $3,333,403 0 0 $3,536,741 $137,024

2030 70 27.4 $3,536,741 0 0 $3,752,482 $141,409

2031 71 26.5 $3,752,482 0 0 $3,981,383 $145,934

2032 72 25.6 $3,981,383 $155,523 $42,446 $4,059,237 $267,299

2033 73 24.7 $4,059,237 $164,342 $45,559 $4,132,484 $398,437

2034 74 23.8 $4,132,484 $173,634 $48,832 $4,200,340 $539,983

2035 75 22.9 $4,200,340 $183,421 $52,273 $4,261,951 $692,607

2036 76 22 $4,261,951 $193,725 $55,888 $4,316,388 $857,018

2037 77 21.2 $4,316,388 $203,603 $59,376 $4,363,665 $1,033,285

2038 78 20.3 $4,363,665 $214,959 $63,347 $4,401,777 $1,222,814

2039 79 19.5 $4,401,777 $225,732 $67,142 $4,430,784 $1,425,609

2040 80 18.7 $4,430,784 $236,940 $71,086 $4,449,668 $1,642,390

2041 81 17.9 $4,449,668 $248,585 $75,181 $4,457,349 $1,873,899

2042 82 17.1 $4,457,349 $260,664 $79,426 $4,452,683 $2,120,901

2043 83 16.3 $4,452,683 $273,171 $83,819 $4,434,462 $2,384,181

2044 84 15.5 $4,434,462 $286,094 $88,654 $4,401,418 $2,664,233

$2,820,393 $833,029 $4,401,418 $2,664,233
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Roth Conversion Schedule

IRA Begin Amount Tax End Asset End

Year Age Balance Converted Conversion Growth Roth Taxable

2020 60 $1,956,363 $1,956,363 $703,381 $82,532 $1,435,514 0

2021 61 0 0 0 $87,566 $1,523,080 0

2022 62 0 0 0 $92,908 $1,615,988 0

2023 63 0 0 0 $98,575 $1,714,563 0

2024 64 0 0 0 $104,588 $1,819,151 0

2025 65 0 0 0 $110,968 $1,930,119 0

2026 66 0 0 0 $117,737 $2,047,856 0

2027 67 0 0 0 $124,919 $2,172,775 0

2028 68 0 0 0 $132,539 $2,305,314 0

2029 69 0 0 0 $140,624 $2,445,938 0

2030 70 0 0 0 $149,202 $2,595,140 0

2031 71 0 0 0 $158,304 $2,753,444 0

2032 72 0 0 0 $167,960 $2,921,404 0

2033 73 0 0 0 $178,206 $3,099,610 0

2034 74 0 0 0 $189,076 $3,288,686 0

2035 75 0 0 0 $200,610 $3,489,296 0

2036 76 0 0 0 $212,847 $3,702,143 0

2037 77 0 0 0 $225,831 $3,927,974 0

2038 78 0 0 0 $239,606 $4,167,580 0

2039 79 0 0 0 $254,222 $4,421,802 0

2040 80 0 0 0 $269,730 $4,691,532 0

2041 81 0 0 0 $286,183 $4,977,715 0

2042 82 0 0 0 $303,641 $5,281,356 0

2043 83 0 0 0 $322,163 $5,603,519 0

2044 84 0 0 0 $341,815 $5,945,334 0

0 $1,956,363 $703,381 $4,509,820 $5,945,334 0
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Traditional IRA Buys Insurance Schedule

IRA Begin Gross Tax on IRA End DB Taxable 

Year Age Balance Premium Distribution Distribution Balance Value Asset End

2020 60 $1,956,363 $4,860 0 0 $2,075,701 $1,250,000 $98,184

2021 61 $2,075,701 $4,896 0 0 $2,202,319 $1,262,500 $96,273

2022 62 $2,202,319 $4,933 0 0 $2,336,660 $1,275,125 $94,263

2023 63 $2,336,660 $4,970 0 0 $2,479,196 $1,287,876 $92,150

2024 64 $2,479,196 $5,007 0 0 $2,630,427 $1,300,755 $89,932

2025 65 $2,630,427 $5,045 0 0 $2,790,883 $1,313,763 $87,603

2026 66 $2,790,883 $5,083 0 0 $2,961,127 $1,326,901 $85,161

2027 67 $2,961,127 $5,121 0 0 $3,141,756 $1,340,170 $82,601

2028 68 $3,141,756 $5,159 0 0 $3,333,403 $1,353,572 $79,920

2029 69 $3,333,403 $5,198 0 0 $3,536,741 $1,367,108 $77,113

2030 70 $3,536,741 $5,237 0 0 $3,752,482 $1,380,779 $74,176

2031 71 $3,752,482 $5,276 0 0 $3,981,383 $1,394,587 $71,105

2032 72 $3,981,383 $5,316 $155,523 $42,446 $4,059,237 $1,408,533 $185,060

2033 73 $4,059,237 $5,356 $164,342 $45,559 $4,132,484 $1,422,618 $308,550

2034 74 $4,132,484 $5,396 $173,634 $48,832 $4,200,340 $1,436,844 $442,204

2035 75 $4,200,340 $5,436 $183,421 $52,273 $4,261,951 $1,451,212 $586,684

2036 76 $4,261,951 $5,477 $193,725 $55,888 $4,316,388 $1,465,724 $742,690

2037 77 $4,316,388 $5,518 $203,603 $59,376 $4,363,665 $1,480,381 $910,283

2038 78 $4,363,665 $5,559 $214,959 $63,347 $4,401,777 $1,495,185 $1,090,860

2039 79 $4,401,777 $5,601 $225,732 $67,142 $4,430,784 $1,510,137 $1,284,417

2040 80 $4,430,784 $5,643 $236,940 $71,086 $4,449,668 $1,525,238 $1,491,664

2041 81 $4,449,668 $5,685 $248,585 $75,181 $4,457,349 $1,540,490 $1,713,335

2042 82 $4,457,349 $5,728 $260,664 $79,426 $4,452,683 $1,555,895 $1,950,184

2043 83 $4,452,683 $5,771 $273,171 $83,819 $4,434,462 $1,571,454 $2,202,986

2044 84 $4,434,462 $5,814 $286,094 $88,654 $4,401,418 $1,587,169 $2,472,224

$133,085 $2,820,393 $833,029 $4,401,418 $1,587,169 $2,472,224
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Converted Roth IRA Buys Insurance Schedule

Balance Converted Conversion Roth End DB Taxable

Year Age IRA Begin Amount Tax Growth Value Premium Value Asset End

2020 60 $1,956,363 $1,956,363 $703,381 $82,235 $1,430,357 $4,860 $1,250,000 0

2021 61 0 0 0 $86,953 $1,512,414 $4,896 $1,262,500 0

2022 62 0 0 0 $91,956 $1,599,437 $4,933 $1,275,125 0

2023 63 0 0 0 $97,262 $1,691,729 $4,970 $1,287,876 0

2024 64 0 0 0 $102,890 $1,789,612 $5,007 $1,300,755 0

2025 65 0 0 0 $108,859 $1,893,426 $5,045 $1,313,763 0

2026 66 0 0 0 $115,189 $2,003,532 $5,083 $1,326,901 0

2027 67 0 0 0 $121,903 $2,120,314 $5,121 $1,340,170 0

2028 68 0 0 0 $129,024 $2,244,179 $5,159 $1,353,572 0

2029 69 0 0 0 $136,578 $2,375,559 $5,198 $1,367,108 0

2030 70 0 0 0 $144,590 $2,514,912 $5,237 $1,380,779 0

2031 71 0 0 0 $153,088 $2,662,724 $5,276 $1,394,587 0

2032 72 0 0 0 $162,102 $2,819,510 $5,316 $1,408,533 0

2033 73 0 0 0 $171,663 $2,985,817 $5,356 $1,422,618 0

2034 74 0 0 0 $181,806 $3,162,227 $5,396 $1,436,844 0

2035 75 0 0 0 $192,564 $3,349,355 $5,436 $1,451,212 0

2036 76 0 0 0 $203,977 $3,547,855 $5,477 $1,465,724 0

2037 77 0 0 0 $216,083 $3,758,420 $5,518 $1,480,381 0

2038 78 0 0 0 $228,925 $3,981,786 $5,559 $1,495,185 0

2039 79 0 0 0 $242,547 $4,218,732 $5,601 $1,510,137 0

2040 80 0 0 0 $256,998 $4,470,087 $5,643 $1,525,238 0

2041 81 0 0 0 $272,329 $4,736,731 $5,685 $1,540,490 0

2042 82 0 0 0 $288,591 $5,019,594 $5,728 $1,555,895 0

2043 83 0 0 0 $305,843 $5,319,666 $5,771 $1,571,454 0

2044 84 0 0 0 $324,145 $5,637,997 $5,814 $1,587,169 0

0 $1,956,363 $703,381 $4,335,865 $5,637,997 $133,085 $1,587,169 0
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Roth Conversion with Insurance
     		 		    

 

The calculation is used to show the benefit of traditional IRAs, Roth Conversions, Insurance paid for with IRA
distributions, and Insurance paid for with Roth distributions. During the plan owner's lifetime, the model illustrates
four different schedules.  Each of the models have pros and cons, depending on different factors that are entered
in as inputs.  

IRA- this illustrates a traditional IRA, where no conversion and no insurance is considered.  At time of plan
owner's death, if there is a significant balance and a non spouse entity is designated as a beneficiary, its highly
suggested that you run either the CRAT as IRA Beneficiary and/or the CRUT as IRA Beneficiary models.  These
models have been developed as strategies to use for death years after 2020 where the beneficiary is not the
spouse.  The Secure Act of 2019 forces a 10 year payout of such beneficiaries (assuming the non-spousal
beneficiary does not qualify as an exemption).   

Roth Conversion- this illustrates the impact of a 100% conversion of the traditional IRA. If the plan owner was in
RMD status in the year of the conversion, the RMD is calculated first, with the remaining portion allowable to be
used for a conversion.  The conversion will trigger a conversion tax, as well as a possible 10% penalty if the plan
owner is younger than 59&frac12;, if you have selected this option.  At the end of the plan owner's life, the
remaining balance of the Roth IRA will be tax free to the beneificary.     

IRA Buys Insurance- this report shows the schedule of a traditional IRA, with RMDs paying out to the plan owner
during their lifetime. Starting in the current year, a premium is paid in this analysis to an Insurance policy.  If there
is an RMD calculated for the year, the after tax value of the RMD will be used to pay the premium. If the after tax
value of the RMD does not satisfy the premium payment, then if you have selected to use the taxable asset to pay
the premium, it will pay the remainder of the premium for the year, for which the after tax RMD can not satisfy. If
the taxable asset balance is $0, or if you have selected to not use the taxable asset to pay expenses, then the
IRA will calculate a 'Grossed-Up' distribution that will include taxes and applicable penalties, such that the net
distribution taken equals the deficiency.  For additional help on this, see the 'Data Entry Help'.    

Roth Conversion Buys Insurance- this report shows a 100% conversion of the traditional IRA in the current year. If
the plan owner was in RMD status in the year  of the conversion, the RMD is calculated first, with the remaining
portion allowable to be used for a conversion.  The conversion will trigger a conversion tax, as well as a possible
10% penalty if the plan owner is younger than 59&frac12;, if you have selected this option. After the conversion
takes place, the first year's premium is paid from the after tax RMD (if applicable), then the taxable asset if the
balance is greater than $0 and you have the taxable asset selected to pay expenses, and finally by the Roth
balance if there is still deficieny in premium paid. In subsequent years, there will be no RMD calculated, so if the
taxable asset has a non $0 balance (and you have selected it to pay expenses), it will pay the expense. 
Otherwise, tax-free distributions will be made from the Roth IRA to cover the premium deficiency.  

  
Assumptions That are Made  	

Distributions occur at the start of the year  	
Conversion occur at the start of the current year  	
Conversion is 100% of the traditional IRA  	
If owner is born on 6/30/1949 or before, the pre-Secure ACT RMD calculations are used
If owner is born on 7/1/1949 and after, the Secure ACT RMD calculations are used  	
Inflation rate is used for tax brackets, AGIs, or both.  The Current AGI will be inflated
until the year of retirement, at which the Retirement AGI will be used.  Starting in the
year after retirement, the Retirement AGI will be inflated.  	
In the year of a Required Minimum Distribution (RMD), any expenses will be paid first by
the after tax RMD. If there is not enough after tax RMD to satisfy the expense, then the
models first check if the taxable asset is allowed to pay expenses.  If so, then it will
liquidate the taxable asset. If the taxable asset is not allowed to be used to pay
expenses OR if the taxable asset balance is $0, then the retirement account will make
distributions pay the expense.  In some cases, distributions will be grossed up to include
taxes and penalties, for expenses such as premiums for the traditional IRA. 	 	  	
If the plan owner in RMD status in the year of conversion, the RMD will calculate and
the amount that can be converted will be adjusted accordingly.  	
If there is a deficiency in paying the premium in a year, the resulting death benefit will go
to $0.    
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