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Disclosures

CliftonLarsonAllen Wealth Advisors, LLC (“CLA Wealth Advisors”)

The purpose of this publication is purely educational and informational. It is not intended to promote any product or service and should not be relied
on for accounting, legal, tax, or investment advice. The views expressed are those of CLA Wealth Advisors and intended for a broad audience. They
are subject to change at any time and do not take your individual circumstances into account. Past performance does not imply or guarantee future
results. Investing entails risks, including possible loss of principal. Diversification cannot assure a profit or guarantee against a loss. Investing involves
other forms of risk that are not described here. For that reason, you should contact an investment professional before acting on any information in
this publication.

Financial information is from third party sources. Such information is believed to be reliable but is not verified or guaranteed. Performances from any
indices in this report are presented without factoring fees or charges, and are provided for reference and competitive purposes only. Any fees,
charges, or holdings different than the indices will affect individual results. Indexes are unmanaged; one cannot invest directly into an index. bonds).
Returns assume reinvestment of dividends and interest and when withdrawn, cash is not invested. Indices are unmanaged, do not incur fees and
expenses, and cannot be invested in directly. Rebalancing may cause investors to incur transaction costs and, when rebalancing a non-retirement
account, taxable events will be created that may increase your tax liability. Rebalancing a portfolio cannot assure a profit or protect against a loss in
any given market environment. No one can predict the future and all information presented here is merely a demonstration of past performance.

The charts on Slides 10-13 are provided courtesy of MoneyGuidePro.

Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC, an SEC-registered investment advisor.
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Agenda

Create Opportunities

Overview of Individual Retirement
Accounts (“IRAs”)

Client examples: should | convert

my IRA to a Roth IRA?

Action items and opportunities to
consider
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Traditional IRAs: What Are They and Why They
Are Useful

Contribution creates a tax deduction (if qualified)
Income and growth tax deferred

Taxable income recognized when funds are withdrawn from
the IRA

Required minimum distributions (“RMD’s) begin at age 72

Create Opportunities
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Traditional IRAs: What’s the “Fine Print”?

e Potential tax deduction (if qualified):
— Under age 50: $6,000 per year
— Over age 50: $7,000 per year

e You or your spouse must have earned income (i.e. wages or
self employment income)

e Eligibility to deduct the contribution depends on income level
and whether you or your spouse have access to a company
sponsored plan [i.e. 401(k)]

@ Create Opportunities | J,f

»

nAllen LLP

©2020 CliftonLarso



nAllen LLP

Traditional IRAs: More Fine Print...
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e |f no company sponsored plan through your employer, no
income limits

e |f access to company sponsored plan, deduction is phased out
when income reaches:
— Single: $65,000 to $75,000
— MFJ: $104,000 to $124,000 if you have access to 401(k)
— MFJ: $196,000 to $206,000 if spouse has access to 401(k)
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Traditional IRAs: What if | Can’t Deduct the

Contribution?
e |fincome level is too high, a non-deductible IRA contribution
may still be beneficial

©2020 CliftonLarso

e No tax deduction now, but income and growth is still tax
deferred

e Taxable income recognized when funds are withdrawn from
the IRA

e Non-deductible contributions reduce the taxable income
when funds are withdrawn from the IRA
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Roth IRA: How is it Different From a Traditional IRA?

e No tax deduction now
e Tax deferred growth (same as traditional IRAs)
e Tax free withdrawals (if certain criteria are met)

e No RMD requirement for account owner
e Great legacy asset to leave to beneficiaries

e Only permitted if income is below certain thresholds:
— Single or HOH phase out range: $124,000 to $139,000
— MFJ phase out range: $196,000 to $206,000
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Summary of IRA Characteristics

Generates a tax deduction? Yes No No

Assets grow tax deferred? Yes Yes Yes

Distributions to account owner

are taxable? Yes Partially Usually not taxable
Subject to required minimum
distributions at age 72? ves ves No
Distributions to non-spouse
beneficiaries subject to income Yes Partially Usually not taxable

tax?
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Roth Conversion Decision Factors — COVID Impact

Decision Factor COVID Impact Key Considerations

* Is your income tax rate lower now than it will be Generally Positive Be sure conversion doesn’t put you into
in the future? a higher tax bracket
e Can you pay the taxes due upon conversion? Neutral More beneficial to pay tax liability with

funds outside the IRA

* Do you have a long time horizon? Neutral to Positive 5 Year Rule, conversion as a long term
tax efficient legacy planning tool

»  Has the value of your IRA declined significantly? Neutral to Positive Decline in market value = decline in the
cost to convert + increase in tax free

growth potential

Create Opportunities

©2020 CliftonLarsonAllen LLP

10



Conversion Scenario 1 — Long Time Horizon
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Age: 40
Value at Start of Distributions Annual Distribution Amount Total Distributions
at age 60 in 2040 beginning in 2040 from 2040 to 2064
Conversion Amount: $100,000 Roth 4 $49,226 Roth 4 $4,262 Roth 4 $106,541
Conversion Tax Rate: 24% $380.000 $28.000 $690.000
$304.000 522,400 $552.000
Withdrawal Tax Rate: 32% . .
$228,000 516,800 - £414,000
Annual Investment Return: 6% SIALA 311280 SEriAas
$76,000 55.600 5138.000
Post Conversion Years Invested in IRA: 20
$0 $0 S0
Traditional Roth Tradtional Roth Traditional Roth
Distribution Years: 25 The B Traditional IRA includes the value of a ll Side Account. All values are in future dollars, after-tax.
Decision: CONVERT Source: MoneyGuidePro Roth Conversion Calculator
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Conversion Scenario 2 — Near Retirement
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Age: 60
Value at Start of Distributions Annual Distribution Amount Total Distributions
atage 65in 2025 beginning in 2025 from 2025 to 2044
Conversion Amount: $100,000 Roth § $6,966 Roth § $247 Roth §$4,937
Conversion Tax Rate: 32% §170.000 513.000 $260.000
$136,000 510,400 $208,000
Withdrawal Tax Rate: 24%
$102.000 $7.800 $156.000
Annual Investment Return: 6% L = #4800
$34,000 $2,600 §52,000
Post Conversion Years Invested in IRA: 5
S0 S0 50
Traditional Roth Tradtional Roth Tradibonal Roth
Distribution Years: 20 The B Traditional IRA includes the value of a Bl Side Account. All values are in future dollars, after-tax.

Decision: DO NOT CONVERT
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Source: MoneyGuidePro Roth Conversion Calculator
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Conversion Scenario 3 — Legacy Tool

Age: 70

Conversion Amount: $100,000
Conversion Tax Rate: 24%

Withdrawal Tax Rate: 24%

Annual Investment Return: 6%

Post Conversion Years Invested in IRA: 20
Distribution Years: 10

Decision: CONVERT
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Value at Start of Distributions

atage 90in 2040

Roth 4 $36,734

§380.000

§304,000

§228,000

§152,000

§76.000

50

Traditional

Roth

Annual Distribution Amount
beginning in 2040

Roth 4 $6,126

§38.400
§28.800
§19,200

§9.600

50
Traditional Rath

Total Distributions
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from 2040 to 2049

Roth 4 $61,254

§480.000

§384,000

§288.000

§192,000

$96,000

50

Tradionzl Roth

The B Traditional IRA includes the value of a  Side Account. All values are in future dollars, after-tax.

Source: MoneyGuidePro Roth Conversion Calculator
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Conversion Scenario 4 — Market Value Decline
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Age: 55
Value at Start of Distributions Annual Distribution Amount Total Distributions
atage 65in 2030 beginning in 2030 from 2030 to 2030
Conversion Amount: $100,000
Roth 4 $23,006 Roth 4 $23,006 Roth 4 $23,006
H . 0,
Conversion Tax Rate: 24% $430,800 $430,800 $430,800
. £344.000 £344.000 £344.000
Withdrawal Tax Rate: 24%
£258,000 £258,000 £258.,000
. 0,
Annual Investment Return: 14% $172,000 $172,000 $172,000
A A $86.,000 $86.000 $86.000
Post Conversion Years Invested in IRA: 10
S0 S0 S0
Traditional Roth Traditional Roth Traditional Roth

Distribution Years: 1

The M Traditional IRA includes the value of a B Side Account. All values are in future dollars, after-tax.

Decision: CONVERT

Source: MoneyGuidePro Roth Conversion Calculator

@ Create Opportunities | 14

»




nAllen LLP

Action Items and Discussion Topics
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e SECURE Act and CARES Act created opportunities:

— No RMD’s required for 2020

— 2020 RMD can be repaid to qualified accounts by 8/31/20
— RMD’s pushed back to age 72 beginning in 2020

— No age limit on ability to make IRA contributions

— 10% penalty for early IRA distributions? (It depends)

— Higher threshold for 2020 cash charitable contributions

— Importance of beneficiary designations
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Thankyouf

Mike Prinzo, Managing o1
303-265-7844 E _
michael.prinzo@CLAconnect.com™

Curtls Williams, CFA, C, J

972-383-5782

curtis. W|II|ams@CLAconne -


https://twitter.com/CLAconnect
https://www.facebook.com/CliftonLarsonAllen
https://www.linkedin.com/company/cliftonlarsonallen
https://www.youtube.com/user/CliftonLarsonAllen
https://www.instagram.com/lifeatcla
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