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It’s do-over season and the clock is
running out. Anyone who converted their
traditional IRA or plan balances to Roth
IRAs in 2008 when account values were
larger, can have a do-over,
technically called a “rechar-
acterization.” This is one of
the rare second chances
available in the tax code.
Every advisor should be
looking at this before
October 15, 2009 when the
time to recharacterize a 2008
Roth conversion expires.
Like any of the real goodies in the tax
code, doing a Roth IRA recharacteriza-
tion can be tricky. That’s why our feature
article “Recharacterizing Roth IRA
Conversions” shows you exactly how to
address the two critical steps in the
recharacterization process:

1- Moving the Roth IRA funds (as a
trustee-to-trustee transfer) back to a tra-
ditional IRA.

2- Reporting the recharacterization on
the tax return – this can be a challenge,

“The only function of economic
forecasting is to make astrology look

respectable.”
- John Kenneth Galbraith, economist

(1908-2006)

especially if this is a partial recharacter-
ization where only a portion of the Roth
IRA funds are being recharacterized or if
the Roth account contained existing
Roth IRA funds.

The recharacterization won’t bring
back the market losses, but can elimi-
nate paying tax on value that no longer
exists. Even if your client already filed
his or her 2008 tax return, the recharac-
terization can be done on an amended
return and any taxes paid on the con-
verted funds that were recharacterized
will be refunded, plus interest.

This month’s guest IRA Expert is
David Buckwald, CFP®,
CLU, ChFC of Atlas
Advisory Group, Cranford,
New Jersey. Dave’s article
“Review and Reinforce Life
Insurance with IRAs”
addresses potential prob-
lems with life insurance
polices. He shows what to
look for to make sure the

policy holds up over time and how and
when to use IRA funds to beef up poli-
cies that need help. In light of the finan-
cial crisis, some clients are worried and
want to make sure that their life insur-
ance is still on track for the long haul.

See pages 2 - 5

Even if your
client already filed
his or her 2008 tax

return, the
recharacterization
can be done on an
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• How to Recharacterize a Roth
Conversion

• Calculating Gains or Losses

• Tax Reporting

- For the Conversion

- For the Recharacterization

- For Conversions and
Recharacterizations Done in
the Same Year

- For Recharacterizations
Done in the Year After the
Conversion

• Partial Recharacterizations

• Avoid Complications

• Reconversions

• Advisor Action Plan
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