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Question of the Month - September

“Hello, Brian.  My wife and I are 65 years old and still working.  We plan to retire in a few years.  Until 
then, we are saving money for retirement.  One way we save is by contributing to our Roth IRAs each 
year, maximizing them out at $7,000 apiece.  We are also trying to become more tax efficient because we 
believe tax rates will be much higher in the future.  We are considering doing a Roth conversion this 
year.  However, we are afraid that if we do a Roth conversion, then we will not be eligible to make our 
Roth contributions.  Will that happen? Thank you.”  Chris and Lori

This is a great question, especially for those who are trying to maximize their retirement savings while 
getting more tax efficient.  There are two ways to get money into your Roth IRA: The first way is by 
making annual contributions, which require you to have compensation during the year and have income that 
falls below the annual phaseout threshold limits.  And the second is by converting money directly into a 
Roth IRA from other pre-taxed retirement plans. 

Let’s start with Roth contributions.  To be eligible to contribute to a Roth IRA, you must have earned 
income and your modified adjusted gross income can’t exceed the annual phaseout threshold limits. The 
threshold limits vary depending on your filing status and the year because the Internal Revenue Service 
updates them each year for inflation. 

Now let’s look at conversions.  There are no qualifying rules for Roth conversions, so anyone is eligible 
to do them in any amount as often as they like.  Even though Roth conversions count as taxable income, 
they are not included in your modified adjusted gross income.  The IRS makes a special tweak in the 
Modified Adjusted Gross Income Formula that takes out any income from a Roth IRA conversion.  So, 
for example, let’s say you do a $100,000 Roth conversion this year, and your combined gross income 
from work is $150,000.  When you figure your modified adjusted gross income, you take out that 
$100,000, so your modified adjusted gross income stays at $150,000, and you are still eligible then to 
contribute to Roth IRAs.

So the good news is that if you are otherwise eligible to contribute to Roth IRAs, then any Roth 
conversions you do in the same year will not change that eligibility.  That of course is a big help for 
people who are trying to maximize their retirement savings while becoming much more tax efficient.  For 
more information about this topic and answers to several other important questions, join me this weekend 
on The Retirement Money Matters Show for our monthly ‘Question and Answer Show’.  The show airs 
on Saturday afternoon at 4 on WFRN (93.7 FM), Sunday morning at 8 on WWKI (100.5 FM), or online 
at www.theretirementmoneymattersshow.com.  You can also obtain the answers to many more 
retirement planning-related questions, as well as details on all the updated rules, laws, and 
guidelines as they relate to planning your retirement, by reaching out to us at Hayes Advisory 
Group at 765-452-PLAN (7526), 800-939-1603 or brian@hayesadvisorygroup.com.
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