
  

Converting Your Traditional IRA to a ROTH  

  
 
    

  

Example #1 - Full Conversion 
Harold has two IRA accounts. One is a contributory IRA and the other is a 
SIMPLE IRA and the total value of both is $22,000. Since inception, Harold 
has contributed $9,000 as non-deductible contributions. He now decides to 
convert both IRAs to ROTH accounts. Because all his accounts are being 
closed, the $9,000 non-deductible amount is considered to be basis and is 
distributed tax free.  

Example #2 – Partial Conversion 
John has three IRA accounts including a contributory IRA to which he has 
contributed $14,000 after tax, a SIMPLE IRA, and a rollover IRA. The 
contributory IRA balance is $29,000; the SIMPLE IRA balance is $23,000, 
and the rollover account balance is $60,000. Only the contributory IRA and 
the SIMPLE IRA are being converted to ROTH accounts. All three accounts 
must be taken into consideration in determining the taxable portion of the 
distribution: 

 $14,000 / ($29,000 + $23,000 + $60,000) = 0.1250 

 $52,000 x 0.1250 =  $6,500 tax free distribution 

     $45,500 taxable distribution 

 Remaining basis in the rollover IRA = $7,500  

 

 

 

 

 

Example #3 – Allocation of Basis 
Rachel owns a traditional IRA with a value of $125,000 with a basis of 
$25,000. She takes a distribution of $125,000, converts $100,000 to a Roth 
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IRA and keeps $25,000. Her basis of $25,000 cannot be attributed to the 
portion of the account that she keeps. The basis is allocated as followed: 

 

$100,000 Conversions  $20,000  Basis recovered 

$25,000  Kept    $5,000  Basis recovered 

 

Example #4 – ROTH Conversion from after-tax 401(k)  
Jane has $100,000 in a Traditional 401(k), $25,000 in non-deductible 
contributions, $10,000 in gains attributable to the after tax contributions, 
$45,000 in deductible contributions and $20,000 in gains attributable to the 
deductible contributions.  Jane leaves her employer and decides to roll over 
her old 401(k) into both a traditional IRA and a ROTH IRA account.  The 
non-deductible contributions are rolled into a ROTH IRA.  The basis for the 
non-deductible contributions is $10,000. The taxable distribution for the 
rollover is $10,000.  The amount of the total conversion less basis equals the 
taxable gain. This is equal to the taxable distribution. The full $65,000 from 
the deductible contributions and gain rolled into a traditional IRA is a non-
taxable roll-over. 
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Disclaimer and Related Information 
This article is a financial publication and is provided for educational purposes 
only. It is not an investment recommendation nor investment advice. 
It does not take into account your personal circumstance and whether this 
investment is appropriate for you, your objectives, or your risk tolerance. 
Under no circumstance is Building Benjamins responsible for any actions that 
you may take after reading this educational information. Nothing from 
Building Benjamins should be considered personal investment advice. 
Investing, and in particular, stock investing, is risky and may result in losses 
and sometimes loss of your entire investment. Stock investing has company-
specific operational risks like demand, competition, legal and regulatory, as 
well as broader financial market risks like liquidity, economic cycle, and 
government policy. You may lose money in any stock investment that you 
make, and you are solely responsible for those decisions. 

Mr. Halliburton and/or his family office will have positions in the securities 
discussed in this educational report. Mr. Halliburton is sharing his investment 
knowledge and strategy with you as an educational endeavor. He may 
transact in the security discussed at a later date prior to or without 
notification in this format. This is not investment advice but only a discussion 
of select investments that Mr. Halliburton has made or actions that he has 
taken in his own portfolios. This is an investment blog about Mr. 
Halliburton's portfolio. 

Building Benjamins is an investment newsletter, and the information 
contained cannot be reproduced, copied, or redistributed without the written 
authorization of Building Benjamins. US copyright laws apply. We rely on 
information from sources we believe to be reliable, including the companies 
themselves but cannot guarantee the accuracy of the information that we 
provide. You rely on this information at your own risk and are responsible for 
the verification of the data.  

 


