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Roth IRA Conversions 
By Brian Tillotson 
 

I recently discussed in my Virtus View a tax planning tip, Roth IRA conversions, that many of you should consider and 

the reason it may be beneficial to you at this point considering the current market turmoil.  I wanted to retouch on this 

subject, especially for those of you who don’t receive my Virtus View, because I still feel it is a good time to take ad-

vantage of this option if you qualify. 
 

First, let’s review the difference between Roth IRAs and Traditional IRAs.  Unlike a Traditional IRA, a Roth IRA is an 

IRA that provides no tax savings the year the contribution takes place; however, they grow tax free and distributions 

are tax free.  As you know, distributions from Traditional IRAs are taxable, except in a few instances.  Furthermore, 

Roth IRAs are more favorable in current estate tax laws and are not subject to required minimum distributions (RMDs) 

at the age of 70 1/2. 
 

Current tax law allows you to convert Traditional IRAs to Roth IRAs if your modified adjusted gross income is under 

$100k in the year of the conversion.  You must pay taxes on the amount converted to an IRA, but as stated above, 

you will not be taxed on the gains or distributions going forward.  So, if fears of higher tax rates are realized then one 

will pay fewer taxes now and all else being equal. 
 

Another reason to consider Roth IRA conversions at this point is, with the market being down approximately 40% over 

the last year, you will be converting the IRA while stocks are at a low.  If you believe at some point stocks will recover 

you will be moving taxable gains to tax free gains. 
 

For example, take a Traditional IRA that started the year at $50,000 and is now down to $30,000.  If you convert all of 

it now you would owe taxes on the $30,000, assuming a 20% marginal tax rate, the tax liability would be $6,000.  If 

the market does rebound you have now turned the new gains into tax free dollars.  Thus, when your account re-

bounds to $50,000; you now have paid just $6,000 on the IRA, an effective rate of just 12%, instead of $10,000 as-

suming the same 20% marginal tax rate.  Obviously, if tax rates are higher then it will be an even greater savings. 
 

There is a disadvantage to keep in mind when considering converting to a Roth IRA and that is you may not take dis-

tributions on the converted Roth IRA for 5 years following the conversion.   This is why a partial conversion is more 

favorable.   
 

Roth conversions should be considered for those under the AGI limits and those who think tax rates will be higher in 

the future; or those who do not want to be required to take distributions when turning 70 ½. 
 

Conversions should not take place without diligent tax planning.  Tax law is subject to change and every individual 
has different circumstances. You should consult a tax-adviser before implementing any suggestions. 

Inside this Issue 

Roth IRA Conversions 1 

Service Station 2 

Personal Notes 2 

Karen’s Korner 3 

L.E.A.R.N. 2009 3 

Marketing Matters 4 

Proud Members of  
 
 

Southlake Chamber 
of Commerce 

& 
Grapevine Chamber 

of Commerce 



Page 2 Volume 9.1 

We at Virtus Wealth Management thank you for your patronage.  Without you we would not exist.  
It has been very satisfying over the years to watch as you reach your financial goals and knowing 

that we had some small part. 

On A Personal Note 

 We are so proud of Dylan and the entire Desperados Football team for winning the Senior Division City Champi-

onship for Flower Mound.  It was Dylan’s first season to play football, what a great start.  It really helped that he 

had a wonderful coach, his Dad, Brian. 

 Karen’s in-laws, Ken and Rita Spence, celebrated their 50
th
 Wedding Anniversary on December 23, 2008.  Yip-

pee!  The entire family came to Dallas to celebrate so the holidays were extra-special this year for the Spence 

clan.  

 Tiffanie is so proud of Austen… he has been on the A & B Honor Roll all year so far!  Got to love great teachers!  

Braden is just growing… can you believe he is already 4 months old!  Boy how time flies! 

 Don’t you just love winter in Texas!  I say that a hundred times every year.  Matthew (Heidi’s son) is enjoying play-

ing in the woods behind our house with all the neighborhood kids in t-shirts!  Drew and I are working at getting in 

shape for our summer beach trip – Let’s just say I’m working a little harder than he is. 

Resolutions 

This is the time, which people all over the world celebrate the beginning of the New Year.  Did you know the tradition 

of the New Year's resolutions dates all the way back to 153 B.C.?  How many resolutions did you make?  Personally I 

made several and hope we are all successful whatever our wishes were. 
 

One resolution we’ve made here at Virtus Wealth Management is to continue to provide you with “Excellence”.  If you 

have any questions or concerns always know were here to serve you – our valued current and future clients.  We 

have some exciting things planned in 2009 and look forward to working with you this year.  Have a safe and Happy 

New Year!!! 

Have You Heard?!?  2009 is RMD Free!?! 

By Tiffanie Johnson 
 

On December 23, 2008, President Bush signed into law the Worker, Retiree, and Employer Recovery Act.  The Act 
simply states that NO Required Minimum Distributions are mandatory for 2009. 
 

What does this mean for you? 
 

This suspension will allow you to keep the money you would have had to withdraw for 2009 in your retirement ac-
counts without penalty.  The goal is to not force RMD qualifiers to take a distribution if their IRA values are low, but to 
hopefully help rebuild their accounts. 
 

Please note that if you are taking systematic withdrawals to help you meet your RMD and do not need the funds as a 
source of retirement income we can stop those payments for 2009 and restart in 2010. 

Service Station 



“Oh, the Places You’ll Go” 

“We don’t buy ugly houses!” 

“Spring into Action” 

“It’s Trendy” 

“Picture This” 

“Fix It!” 

Title 
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The 401(k) Escape 

By Karen E. Spence 
 

One of the cornerstone principles of our strategy is to diversify beyond traditional boundaries by incorporating alterna-

tive assets into our clients’ portfolios to better manage risk.  This can be difficult to fulfill if most of your assets are held 

in your 401K … or is it!?!   Your 401K may contain a little-known provision called an “in-service non-hardship with-

drawal” which allows you to roll over all or a portion of your 401K without penalty while you’re still employed and con-

tinue to participate in your employer’s plan.  Interesting, isn’t it?  There may be a minimum age (like 59 ½) or a length-

of-service requirement, but it’s still worth investigating.  This provision is more prominent that you may think as it is not 

widely advertised by plan administrators because they want to keep your assets in their plan.  We want you to under-

stand your options.  You can ask your employer or plan administrator for a copy of the plan’s summary plan descrip-

tion (SPD) or contact the toll-free number on your 401K statement to determine if your 401K contains an “in-service 

non-hardship withdrawal” provision and under what circumstances.  If this turns out to be a viable option for you, then 

when used properly, this 401K escape can provide you with the additional flexibility that you need to diversify beyond 

traditional boundaries.  Contact us for more information. 

Karen’s Korner 

Second Thoughts 

If you could live your life over, what would you do differently? 
 

A survey of retired people reported in the International Journal of Aging and Human Development showed that half of 

those interviewed would spend more time with their families; prepare financially for the future; get more education; 

and work toward career development.  They report that they would spend less time on one thing: worrying. 

Thank you to everyone that attended our January L.E.A.R.N. meeting.  I hope you enjoyed it!  A special thank you to 

Jake and Sandy Kancavicus with J & S Travel for sharing their wonderful travel opportunities, knowledge, recommen-

dations and experiences with the group.  We had a great time and LEARNED a lot!!! 

 

 

L.E.A.R.N. 2009 

L.E.A.R.N 2009 Schedule 

Month Topics 

January (Lunch) 

March (Dinner) 

May (Lunch) 

July (Dinner) 

September (Lunch) 

November (Dinner) 

Planning and Travel 

Real Estate and Interior Decorating 

Annuities and Healthy Habits 

Managed Futures and Bargain Hunting 

Oil & Gas and Photography 

Fixed Income and Fashion 



BULLS and BEARS 

January 2009 Newsletter 

Virtus Wealth Management  

2435 East Southlake Blvd.  

Suite 120 

Southlake, TX 76092 

Securities Advisory Services offered through VSR Financial Services, Inc., a Registered Investment Adviser 
and Member of FINRA & SIPC.  Virtus Wealth Management is Independent of VSR. 

Have You Heard From Us?!? 

By Amy Tillotson 
 

Did you know that Brian publishes a weekly to bi-biweekly e-mail publication called The Virtus View?  The Virtus View 
covers many different topics including but definitely not limited to the current state of the economy, specific invest-
ments, tax planning tips, the economic bail out plan etc. If you are not receiving these and would like to we would be 
more than happy to send it to you.  
 

Not only do we send out The Virtus View but Karen has started a new group called L.E.A.R.N. (Ladies’ Economic 
Awareness Resource Network) which meets on a bi-monthly basis to educate women on investing, but also to have 
fun.  Beginning in March all invitations for L.E.A.R.N. will be e-mailed instead of being sent by the US Post Office.  We 
would like to include you on the invitation list if you have an interest in this dynamic group. 
 

If you have not been receiving The Virtus View we do not have your e-mail address.  We would love to include you on 
these two very important items.  Please e-mail Amy at atillotson@virtuswealth.com and we will gladly add your e-mail 
address to our distribution. 

Marketing Matters 

mailto:atillotson@virtuswealth.com
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