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2020 · WILL A DISTRIBUTION FROM MY ROTH IRA BE TAX & PENALTY FREE?

Sorry, the distribution of 
the conversion is subject 
to a 10% penalty unless 

you are age 59.5 or older 
(or an exception applies).

Once contributions have 
been removed, 

distributions will come 
from Roth conversions 

following the FIFO method.

Were the funds that you are 
withdrawing converted in 

the last 5 tax years?

Yes

Yes

NoYes

Distributions of 
contributions will be tax 

and penalty-free.

Sorry, the earnings are 
subject to income tax and 

a 10% penalty.

Sorry, the earnings are 
subject to income tax, but 

you may be exempt (in 
whole or in part) from the 

10% penalty.

Sorry, the earnings are 
subject to income tax but 
there is no 10% penalty.

Sorry, the earnings are 
subject to income tax and 

a 10% penalty.

The distribution of 
earnings is tax-free and 

there is no penalty.

The distribution of the 
conversion is tax and 

penalty-free. Continue on 
if the distribution exceeds 

contributions and 
conversions.

Does the distribution 
qualify for an exception, 

e.g. because it was used to 
pay for qualified higher 

education expenses, 
unreimbursed medical 

bills (above 7.5% of AGI), 
health insurance 

premiums while you're 
unemployed, or is it a 
Coronavirus-Related 

Distribution, a Qualified 
Disaster Distribution (up to 

$100k) or a distribution 
made within one year after 
the birth or adoption of a 

child (up to $5k)?

Distributions in excess of 
contributions and 

conversions will come 
from earnings.

Let’s determine if the 
earnings will be taxed as 
ordinary income and/or 

penalized 10%.

Are you age 59.5 or older, 
disabled, or a qualified 
first-time homebuyer 
(lifetime cap of $10k)?

NoYes

NoYes

NoYes

Will the distribution occur 
within 5 tax years of the 

first contribution to a Roth 
IRA?

Will the distribution occur 
within 5 tax years of your 
first Roth contribution?

Does your Roth IRA hold 
amounts converted from a 

traditional IRA?

No

No

NoYes

Will the distribution 
exceed contributions?

Start Here
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LOOKING FOR A FIDUCIARY, FEE-ONLY ADVISOR?

ABOUT US:

Cove Financial Planning is a fiduciary, fee-only Registered Investment Advisor that provides comprehensive financial planning and
investment management services with a focus on Socially Responsible Investing (SRI). Cove primarily works with clients virtually
across the country. Their mission is to help individuals and families align their financial plan and investments with their future
goals as well as their core values.

Cove has been featured in national publications including The New York Times, USA Today, CNBC, Business Insider, Investment
News, Financial Planning Magazine, Investor's Business Daily, MarketWatch, NerdWallet and Bustle.

Visit our website for more information or to schedule a free initial consultation call.

Disclosure: Cove Financial Planning is an Investment Advisor registered with the state of Wisconsin. This communication is not
intended as an offer or solicitation to buy, hold, or sell any financial instrument or investment advisory service. We do not
guarantee the accuracy or completeness of any description of securities, markets, or developments mentioned. The information
provided is subject to change without notice.

Ben Smith, CFP®, Founder & Financial Planner
ben@coveplanning.com | 952-807-4060 | www.coveplanning.com

https://www.coveplanning.com/

