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Deadline Approaching for Undoing a 2010
Roth IRA Conversion

_"‘ If you converted a traditional IRA to a Roth IRA in 2010, and your Roth IRA has sustained losses as a result of

the recent market downturn, you may want to consider whether it makes sense to undo (recharacterize) your
conversion. You have until October 17, 2011, to undo your 2010 conversion. (If you've already filed your federal
income tax return for 2010, you'll need to file an amended return if you recharacterize.) A recharacterization can
help you avoid paying income tax on the value of IRA assets that have been lost in the downturn. When you
recharacterize, your conversion is treated for tax purposes as if it never happened.

\’/,/ For example, assume you converted a fully taxable traditional IRA worth $100,000 to a Roth IRA in 2010.
However, due to the recent market volatility, that Roth IRA is now worth only $60,000. If you don't undo the

conversion you'll pay federal (and possibly state) income tax on $100,000, even though the current value of those assets is only
$60,000. If you undo the conversion, you'll be treated for tax purposes as if the conversion never happened, and you'll wind up with a
traditional IRA worth $60,000--and no resulting tax bill.

Conversions made in 2010 present special planning issues. A one-time rule gives you the option of including all of the income from
your 2010 conversion on your 2010 federal tax return, or reporting half of the income in 2011 and the other half in 2012. If you
recharacterize, you'll lose the ability to utilize this special deferral rule.

If you recharacterize your 2010 conversion, you're allowed to convert those dollars (and any earnings) to a Roth IRA again
("reconvert") but you'll have to wait 30 days, starting with the day you transferred the Roth dollars back to a traditional IRA. Keep in
mind that even though the amount you recharacterized, and any earnings, is subject to a 30-day waiting period, any additional
amounts in your traditional IRAs are not subject to the waiting period, and you can convert all or part of those dollars to a Roth IRA at
any time. If you reconvert in 2011, then all taxes due as a result of the conversion will be included on your 2011 federal income tax
return.

(You can also recharacterize a 2011 Roth conversion. However, the deadline for doing so isn't until October 17, 2012. If you
recharacterize a 2011 conversion, you cannot reconvert those dollars until January 1, 2012, or, if later, 30 days following the
recharacterization.)

Of course, the current market downturn also presents an opportunity to convert additional traditional IRA assets to a Roth at a
potentially lower tax cost than just a few months ago.

Whether it makes sense to recharacterize your Roth conversion depends on several factors, including the extent of the losses in your
Roth IRA, the potential value of the special 2010 tax deferral rule to you, and your expectations of where the markets may be headed.
Your financial professional can help you decide if a recharacterization is right for you.
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This information, developed by an independent third party, has been obtained from sources considered to be reliable, but Raymond
James Financial Services, Inc. does not guarantee that the foregoing material is accurate or complete. This information is not a
complete summary or statement of all available data necessary for making an investment decision and does not constitute a
recommendation. The information contained in this report does not purport to be a complete description of the securities, markets, or
developments referred to in this material. This information is not intended as a solicitation or an offer to buy or sell any security
referred to herein. Investments mentioned may not be suitable for all investors. The material is general in nature. Past performance
may not be indicative of future results. Raymond James Financial Services, Inc. does not provide advice on tax, legal or mortgage
issues. These matters should be discussed with the appropriate professional.

Securities offered through Raymond James Financial Services, Inc., member FINRA/SIPC, an independent broker/dealer, and are
not insured by FDIC, NCUA or any other government agency, are not deposits or obligations of the financial institution, are not
guaranteed by the financial institution, and are subject to risks, including the possible loss of principal.

ADVISORS _ o ) Page 2 of 2
Prepared by Broadridge Investor Communication Solutions, Inc. Copyright 2011



