
Which liability is better for your family? 
A home mortgage, or an IRS lien (debt) 
on your IRAs?  A simple comparison is 

outlined in this client study. 

The Enhanced Roth 
Conversion
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Here at Tax Plan for Wealth, Inc., we pride ourselves on maximizing the wealth of our clients and 
being exactly what they need.

We excel in helping our clients pay the least amount of taxes legally possible while solving really BIG 
tax problems. We use strategies, tactics, and products like our Enhanced Roth Conversion that only 
a small percentage of financial advisors nationwide can provide.

The Enhanced Roth Conversion process is a strategy, not a product.  We use a combination of 
timing, shifting, IRS codes, tax advantaged products, and discounting that when combined properly 
and in the correct sequence, your family benefits from the maximum tax benefit possible.

To provide this service, we have handpicked our dedicated, experienced, professional team. The Tax 
Planners are the elite when it comes to strategic tax planning, Roth conversion & wealth maximizing 
specialists.

Our Tax Planning Team is made up of  IRS Credentialed Enrolled Agents and CPA’s, REGISTERED 
FINANCIAL CONSULTANT™ professionals (RFC™), Certified Estate Planners, and even a 
Certified 401(k) Professional™ (C[k]P™). We have team members that are also members of the 
Society of Senior Advisors, registered Charitable Emissary for the National Community Foundation, 
and team members who were also conferred the Accredited Investment Fiduciary™ (AIF™) 
designation by Fi360, and The Center for Fiduciary Studies.

Now that you know a little more about us, we can’t wait to hear from you!

The Tax Planners @ 

Tax Plan For Wealth, Inc.

About Us…

Here at Tax Plan for Wealth, Inc., we pride ourselves on maximizing the wealth of our clients , which 
isn’t solely about rates of return. We dig deep into all things wealth, including mitigating tax erosion. 

We excel in helping our clients pay the least amount of taxes legally possible during their lifetime to 
maximize totallity of wealth. We employ strategies and tactics like our Enhanced Roth Conversion 
process, one that only a small percentage of financial experts nationwide have the expertise and 
experience to provide.

The Enhanced Roth Conversion process is a strategy, not a product. We have named it the Advanced 
Financial Freedom Plan™ because of the financial freedom obtained when you take control of your 
income tax story.  We use a combination of timing, shifting, IRS codes, tax advantaged products, and 
discounting that when combined properly and in the correct sequence, your family benefits from the 
maximum tax benefit possible.

To provide this service, we have handpicked our dedicated, experienced, professional team. The Tax 
Planners are the elite specialists when it comes to Strategic Tax Planning, Roth conversions & Wealth 
Maximization.

Our Tax Planning Team is made up of  IRS Credentialed Enrolled Agents (EA) and CPA’s, REGISTERED 
FINANCIAL CONSULTANT™ professionals (RFC™), Certified Estate Planners, and even a Certified 
401(k) Professional™ (C[k]P™). We have team members that are also members of the Society of 
Senior Advisors, a registered Charitable Emissary for the National Community Foundation, and 
others who were conferred the Accredited Investment Fiduciary™ (AIF™) designation by Fi360, and 
The Center for Fiduciary Studies.

Now that you know a little more about us, we can’t wait to hear from you!

The Tax Planners @ 

Tax Plan For Wealth, Inc.
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To help best illustrate the type of serivces provided, following is a true to life case study 
that we recently completed.  

Client Background

4

This client, a husband and wife both age 66, has about 
$100,000 a year of inflation-adjusted pension income. That 
income is enough for the household’s current spending needs 
including taxes. In four years, $38,000 of annual Social 
Security income will be added to the household. The clients 
invested assets are not needed to fund their lifestyle,  therefore 
the client’s assets are anticipated to pass on to the sole heir.

Current assets are listed as follows (rounded values):
 

IRA Assets $ 1,000,000

Non-Qualified Annuity $ 85,000 with a $50,000 basis

Roth IRA $ 100,000

Taxable Investment 
Account

$ 80,000

Residence Value
$ 320,000 less a $126,000   

15 year mortgage balance

Net Worth $ 1,459,000

Table 1 - Current Assets

Should this couple pass away today, the net worth shown 
would pass to their only child. However, the heir would not see 
all of it. There is a built-in tax liability in the $1,000,000 IRA 
and the $85,000 non-qualified annuity that at some point will 
need to be paid.

Since the passage of the SECURE Act, distribution strategies 
of the IRA need to be newly considered. Under this new law, 
beneficiaries of inherited IRAs need to completely distribute 
those funds within 10 years. After the allowable 10th year delay, 
any IRA value that remains MUST be liquidated, regardless of 
the tax consequences for the beneficiary.

If the lump-sum is taken by the beneficiary in a singular year, 
at current tax rates, at least a portion will be federally taxed at 
37% plus the state income tax as well. For this client, their state 
tax rate would be an additional 7%; totaling a tax loss at 44%. 

If the $1,000,000 IRA were liquidated in 2020 and added 
to the beneficiaries other income of $140,000, the combined 
federal and state tax liability would be approximately 
$428,000. This beneficiaries typical tax withholding from pay 
would cover $10,000 of it, leaving a $418,000 tax balance. 
That reflects  a 41.8% erosion of the inherited IRA. And a 29% 
erosion of the total inheritance. 

That also leaves the total inheritance in a taxable account, 
subject to further erosion of potential growth due to annual 
taxation on interest and dividend income. See the video 
entitled “Dollar Doubling” at https://www.taxplanforwealth.
com/videos-a to understand the complications of that.  

Tax Liability on IRA $ 428,000

Less withholding on annual income $ 10,000

Remaining  Tax Balance $ 418,000

Table 2 - Tax Liability on IRA

As an alternative, the IRA can remain in place for 10 years under 
the terms of the SECURE Act before a liquidation takes place. 
If we assume an average rate of return of 7%, the IRA value 
would nearly double in those 10 years; totaling approximately 
$2,000,000 and the tax liability on the traditional IRA for the 
beneficiary would grow to $868,000.

Since the IRA assets are not needed for this clients lifestyle, 
a Roth conversion would eliminate the later tax burden of 
required minimum distributions for this client at age 72. It would 
also allow the Roth assets to be passed to the heirs tax-free in 
an account that can continue to grow for 10 more years after 
the inheritance, with the same ongoing tax-free growth.

For most cases when well planned, Roth conversions will have 
a federal tax cost between 22 - 24% plus the state tax cost (if 
any.) Generally speaking but not in all cases, Roth conversions 
where the tax liability for the conversions are being paid from 
subsequent taxable IRA distributions are typically ill-advised.



This client’s Roth conversion options are challenged.

The Problem Defined

1  Securities regulators typically frown on the concept of increasing debt for investment purposes. We are not proposing an increase in debt for the purpose of increasing investment 
holdings, but rather for the purpose of paying a tax liability to reposition assets out of a less desirable tax bucket and into a more desirable tax bucket.

The  challenge, then, for this couple becomes this: illiquidity. These clients have only $80,000 of “preferenced” assets with which to pay 
taxes on a Roth conversion strategy. Even when using a 22% tax rate, these preferenced assets only allow for an approximate conversion 
of $350,000 of the IRA.

But $202,000 of additional liquidity can be harvested with creative planning. The $85,000 non-qualified annuity can be liquidated. 
Income taxes would be assessed on only the portion that represents an investment gain (amounts in excess of the $50,000 basis.) Also, 
the $126,000 present mortgage can be refinanced to $256,0001, creating an additional $127,000 for Roth conversion purposes.

In total, liquidity can be raised to $282,000 net of the costs to liquidate as follows:

Value + Cost of Liquidity = Net Liquidity

Taxable Account $ 80,000 $ 0 $ 80,000

Non-Qualified Annuity $ 85,000 $ -9,800 $ 75,200

Home Mortgage Increase $ 130,000 $ -3,000 $ 127,000

Total Liquidity $ 282,200

At a 28% tax rate, will allow the conversion of: $ 1,007,875

Table 3 - Liquidity Available

The cost of liquidity on the non-qualified annuity is the tax burdern on the gain when liquidated ($85,000 value less $50,000 basis at 
a 28% tax rate = $9,800.) The cost of liquidity on the home mortgage is typical home refinancing costing such as title expenses, loan 
processing fees, etc. It is significant to note that the monthly obligation on a new 30-year mortgage will not increase monthly over their 
present 15-year mortgage cost when using current interest rates (as of April 2020). It would just extend the payoff period. 

With these steps taken to raise liquidity, the $282, 200 of “preferenced” assets would allow over $1,000,000 of Roth conversions when 
factoring in a combined federal and state 28% tax rate. Of course, we cannot convert $1,000,000 in one year at 28%, so additional 
strategic planning to identify the best conversion path is required. The best timing and combination of tax strategies, as well as well 
planned distribution/income strategies, when pieced together is exactly the type of planning done at Tax Plan for Wealth, Inc.



Projection
There are so many moving parts in retirement, it takes a true expert to help you determine
which category you fall in and how to best provide a wealth benefit. The problem for most
is that the advice that we have available comes from fragmented sources. 
 
We could look to our typical financial advisor/wealth manager/financial planner to consult
with us on these matters. For those true advisors that go beyond just investing money for
you, the good ones are supposed to be long-term strategic thinkers with a primary goal to
help you make smart money decisions over the long-haul. 
 
That’s the benefit they would bring to the table. However, it’s fairly rare to find one that
could also claim and truly demonstrate to be a tax expert that applies the tax expertise on
a long-term strategic plan.
 
When we do our plans, we do not use inadequate financial planning software, rather we
use tax software that can calculate your income tax burden over multiple decades.
 
While other advisors may often be well-intentioned, they typically lack the proper
understanding and tools to provide a long-term tax plan. Additionally, fee-based advisors
would have a conflict of interest. I like to explain that with our IRAs and 401(k)s we don’t
really own everything in those accounts. We get to invest everything in our accounts and
our advisors that are fee-based get paid on the entirety of it, but we really have the
equivalent of a mortgage on those assets (a debt obligation to the IRS) and as our account
grows, so does our mortgage.
 
There are many occasions when prepaying a portion of that mortgage or even the entirety
of that mortgage via a Roth conversion strategy can provide a great long-term benefit to
your wealth by transferring the monies into investment accounts where the growth will
never be subject to erosion from taxation again. 

Initially, when you pay down the mortgage - from
my perspective your net wealth stays relatively
the same, but your investable assets, what your
advisor gets paid on, goes down. And that creates
a conflict of interest. Some advisors are indeed
suggesting Roth conversions, but are doing so
because it is the “in thing” to do, without a true
understanding of the inter-workings of all thing’s
“tax”. 
 
That might be akin to you walking into a doctor’s
office with a stomachache, and with no
questioning or examination, the doctor handing
you a bottle of Tums. Be cautious of where you
get your advice from.

The rest of the case study is locked to
members only. To access the complete case

study and other wealth maximization
resources, click the button below.

 
 
 

Get Your Financial Freedom
Membership

https://www.taxplanforwealth.com/ff-login
https://www.taxplanforwealth.com/ff-login
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