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Getting the Money Out
 

Traditional deductible and Roth 
IRAs have significantly different 

tax rules. With a traditional deductible 
IRA, current contributions are not 
taxed in the year the contributions are 
made, but you must pay income taxes 
on withdrawals. In contrast, with a 
Roth IRA, you do not get a current tax 
deduction for contributions, but with­
drawals are taken income-tax free. 

The tax laws regarding with­
drawals from individual retirement ac­
counts (IRAs) are complex.  To avoid 
unnecessary penalties and to ensure 
you withdraw the funds efficiently, 
here are the basics: 
Before Age 59 1/2 

In addition to any income taxes 
that may be due, withdrawals before 
the age of 59 1/2 are subject to a 10% 
federal income tax penalty. (With­
drawals of contributions from a Roth 
IRA are never subject to a 10% penalty 
tax. Contributions are deemed to be 
withdrawn first.) However, the 10% 
penalty will not be assessed in the fol­
lowing situations: 
•	 Distributions are made to beneficia­

ries after the IRA owner’s death.** 
•	 Distributions are made to the IRA 

owner due to his/her disability.** 
•	 Distributions equal medical ex­

penses paid in excess of 7.5% of ad­
justed gross income.* 

•	 Distributions are made to certain 
unemployed IRA owners to pay 
health insurance premiums.* 

•	 Distributions are made for up 
to the $10,000 lifetime limit for 
qualifying first-time homebuyer 
expenses.** 

• Distributions are made to pay qual­
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ified higher-education expenses for 
the IRA owner, his/her spouse, 
children, or grandchildren.* 

•	 Distributions are made as a series 
of annual withdrawals in substan­
tially equal amounts over the 
owner’s life expectancy or the joint 
life expectancy of the owner and 
beneficiary.* 

* These types of Roth IRA withdrawals 
are subject to ordinary income taxes on 
any earnings, but distributions are ex­

empt from the 10% federal income tax
 
penalty.  

** These Roth IRA withdrawals are
 
penalty free and income-tax free.
 
Between Ages 59 1/2 and 70 1/2 

Between these ages, you can with­
draw as much or as little as you like 
from traditional and Roth IRAs.  Both 
contributions and earnings withdrawn 
from a traditional deductible IRA and 

Continued on page 2 

Should You Contribute 

to a Roth 401(k)?
 

Although Roth 401(k) plans be­
came effective on January 1, 

2006, they are just now starting to 
gain momentum. Originally, Roth 
401(k)s were scheduled to expire 
after 2010, so companies were not 
willing to start a plan that would ex­
pire after a few years.  However, the 
Pension Protection Act of 2006 made 
Roth 401(k)s permanent. 

The Roth 401(k) is patterned 
after the Roth individual retirement 
account (IRA) — contributions are 
made from after-tax earnings that 
grow tax free, and qualified distri­
butions are withdrawn tax free. 
Here are the basics, including how 
Roth 401(k)s differ from Roth IRAs: 
•	 Eligibility — Employees eligible 

for their employer’s 401(k) plan 
are also eligible for the Roth 
401(k). There are no income limi­
tations for contributions to a Roth 
401(k). With a Roth IRA, single 

taxpayers with modified adjusted 
gross income (AGI) less than 
$101,000 and married taxpayers 
filing jointly with modified AGI 
less than $159,000 in 2008 can 
make contributions, regardless of 
their participation in a qualified 
retirement plan.  Contributions 
are phased out for single taxpay­
ers with modified AGI between 
$101,000 and $116,000 and for 
married taxpayers filing jointly 
with modified AGI between 
$159,000 and $169,000 in 2008. 

•	 Contributions — The contribu­
tion limits for the Roth 401(k) are 
the same as for the regular 401(k) 
plan. In 2008, you can contribute 
a maximum of $15,500 plus a 
$5,000 catch-up contribution for 
those age 50 and over, if permit­
ted by the plan. However, your 
employer may set lower limits to 

Continued on page 3 
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Getting the Money Out 
Continued from page 1 

earnings from a nondeductible IRA 
will be subject to ordinary income 
taxes. As long as the first contribution 
was made at least five years previous­
ly, Roth IRA distributions will not be 
subject to federal income taxes. Gen­
erally, you should postpone with­
drawals as long as possible to continue 
tax-advantaged growth.  However, in 
years when income is low, you may 
want to take distributions from a tradi­
tional IRA to take advantage of lower 
income tax rates. You may also want 
to convert all or part of a traditional 
IRA to a Roth IRA during low-income 
years. While you will have to pay in­
come taxes on the conversion, future 
earnings will accumulate tax free as 
long as you make qualified distribu­
tions. 
After Age 70 1/2 

You are not required to take distri­
butions from a Roth IRA after age 
70 1/2. You must, however, take re­
quired minimum distributions (RMDs) 
from your traditional IRAs every year, 
or you will be assessed a 50% penalty 
on amounts that should have been 
withdrawn. You can always take out 
more than the RMD.  Your RMD is cal­
culated by taking the account balance 
as of the preceding year divided by the 
life expectancy factor from a uniform 
table. The table is based on joint life 
expectancies and assumes your benefi­
ciary is 10 years younger than you. If 
your spouse is your sole beneficiary 
and is more than 10 years younger, 
you can use either the uniform table or 
a table based on the actual joint life ex­
pectancy of you and your spouse. 

Your first RMD must be made by 
the required beginning date (RBD), 
which is April 1 of the year after you 
turn 70 1/2. However, if you take the 
distribution in the following year, you 
will then take both your first and sec­
ond distributions in the same year. 
Evaluate your tax situation before 
doing that. Two distributions may in­
crease your income so you are in a 
higher tax bracket, lose tax deductions 
or credits, or Social Security benefits 
become taxable. In those situations, 
you may be better off taking your first 
RMD in the year you turn 70 1/2. 
After Death 

Heirs must generally start 

Spousal IRAs: Contributing Together
 

Perhaps you are a stay-at-home 
parent.  Or your spouse is a 

professor on an unpaid sabbatical. 
Maybe your spouse decides to take 
time off to write a book.  Even 
though you are not working, you 
still need to consider retirement 
plans. A spousal individual retire­
ment account (IRA) allows a non­
working spouse to contribute to an 
IRA, even though the spouse has 
little or no earned income. Here 
are the basics: 
•	 To be eligible to contribute, the 

couple must be legally married 
at tax year-end and file taxes 
jointly.  The couple’s combined 
earned income must equal or 
exceed the combined IRA 
contribution. 

•	 Contributions can be made to 
traditional IRAs as long as the 
owner is under age 70 1/2, while 
there is no age limit for Roth 
IRAs. 

•	 In 2008, the maximum contribu­
tion to an IRA is $5,000 with an 
additional $1,000 catch-up con­
tribution for individuals age 50 
and over. 

•	 For traditional IRAs, if the 
working spouse is covered by a 
qualified retirement plan but the 
nonworking spouse is not, the 

taking distributions by December 31 of 
the year after your death. Distributions 
by heirs are based on who your benefi­
ciary is and whether you died before or 
after the RBD: 
•	 If the account has a designated ben­

eficiary, which includes individuals 
and certain trusts, the account bal­
ance can be withdrawn over the 
beneficiary’s life expectancy, based 
on a single life expectancy table. 
This calculation is used whether you 
die before or after your RBD. 
Spouses who inherit traditional 
IRAs can delay distributions until 
attaining age 70 1/2, while spouses 
who inherit a Roth IRA do not have 
to make withdrawals during their 
lifetime. 

•	 A spouse can treat an inherited IRA 
as his/her own, but the surviving 

contribution for the nonworking 
spouse is phased out once ad­
justed gross income (AGI) is be­
tween $159,000 and $169,000 in 
2008 and totally phased out 
once income exceeds $169,000. 
If you both have earned income 
equal to at least the maximum 
IRA contribution amount and 
are both covered by a qualified 
retirement plan, your contribu­
tion is phased out at joint AGI 
between $85,000 and $105,000 in 
2008. If neither of you is cov­
ered by a qualified plan, both of 
you can make a deductible con­
tribution regardless of your 
AGI. 

•	 For Roth IRAs, eligibility is 
phased out for AGI levels be­
tween $159,000 and $169,000 in 
2008. It doesn’t matter whether 
your spouse is covered by a 
qualified retirement plan at 
work. 

Contributing to a spouse’s IRA 
may be as beneficial to the working 
spouse as to the nonworking 
spouse, since the assets are likely 
to be shared during retirement. 
Please call if you’d like to review 
whether you or your spouse are eli­
gible to contribute to a spousal 

IRA. ❚❘❘❘ 

spouse has to be the sole beneficiary. 
However, if a spouse and other ben­
eficiaries inherit an IRA, the account 
can be split so the spouse solely 
owns his/her portion. 

•	 If the account does not have a 
designated beneficiary, which in­
cludes your estate, charitable orga­
nizations, and certain trusts, and 
you die after your RBD, the balance 
is paid out over your remaining life 
expectancy.  If you die before your 
RBD, then the balance must be paid 
out within five years of your death. 

The decisions you make regarding 
IRA withdrawals have important con­
sequences for your retirement and for 
your beneficiaries. Please call if you’d 
like help making these decisions. ❚❘❘❘ 
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Protect Your 401(k) Plan with an Annual Review
 

Reviewing your 401(k) plan on 
an annual basis helps you make 

sure your plan is on the proper 
course. Here are three steps to use 
when reviewing your 401(k) plan: 
•	 Consider your goals — Keep 

your financial goals in mind as 
you review your 401(k) plan. 
Have you experienced life 
changes that affect your goals? 
Has your income or family situa­
tion changed? Do any of these 
changes require changes to your 
401(k) plan? 

•	 Consider your contributions — 
If your company offers matching 

contributions, one of the biggest 
mistakes you can make is not to 
contribute enough to take advan­
tage of the full matching 
amount.  As part of your review 
process, create a detailed annual 
budget and actively look for 
ways to contribute more income 
to your 401(k) plan. Or resolve 
to put any pay increases directly 
into your 401(k) plan, before you 
find ways to spend the addition­
al money. 

•	 Consider rebalancing — Most 
401(k) plans have a wide variety 
of investment options, so you 

should be able to broadly diver­
sify your holdings. Don’t invest 
too much in your company 
stock. Take a look at all of the 
plan’s investment options, re­
viewing their historical perfor­
mance. Compare that to the in­
vestments you are invested 
in, and decide whether any 
changes are needed.  There are 
no tax consequences to making 
investment changes within your 
401(k) plan. 

Please call if you’d like help re­

viewing your 401(k) plan. ❚❘❘❘ 

Roth 401(k) 
Continued from page 1 

comply with nondiscrimination 
rules.  Contributions can be split 
between a regular and Roth 
401(k), as long as total contribu­
tions do not exceed the maxi­
mum. Funds contributed to each 
type must be held in separate ac­
counts. Any matching contribu­
tions made by the employer must 
be held in the regular 401(k) ac­
count, so they will be taxable 
when withdrawn. In 2008, the 
contribution limits for a Roth IRA 
are $5,000 plus an additional 
$1,000 catch-up contribution for 
individuals age 50 and over. You 
can make contributions to both a 
Roth 401(k) and a Roth IRA, as 
long as you meet the income eli­
gibility rules for the Roth IRA. 

•	 Required distributions — With a 
Roth IRA, you are not required to 
take distributions during your 
lifetime. Thus, Roth IRAs are a 
good estate planning vehicle for 
individuals who want to leave 
tax-advantaged assets to benefi­
ciaries, since beneficiaries can 
also withdraw qualified distribu­
tions without paying federal in­
come taxes. With a Roth 401(k), 
annual distributions must be 

taken after age 70 1/2, unless you 
are still working and are not a 5% 
or more owner in the company. 
However, funds in the Roth 
401(k) can be rolled over to a 
Roth IRA, which would not re­
quire distributions. 

•	 Conversions — Individuals 
under certain income levels can 
convert a regular IRA to a Roth 
IRA, as long as income taxes are 
paid on the amount that would 
have been taxable if withdrawn. 
Starting in 2010, all taxpayers, re­
gardless of income level, can con­
vert a regular IRA to a Roth IRA. 
There is no provision to convert a 
regular 401(k) to a Roth 401(k). 

If your employer offers both a 
regular and Roth 401(k), which plan 
should you choose? Your decision 
will typically involve the same types 
of considerations as those made 
when deciding between a traditional 
deductible and Roth IRA. Two 
major factors include: 
•	 Your current income tax bracket 

versus your expected income tax 
bracket during retirement. If 
you expect your income tax 
bracket to be higher during re­
tirement, a Roth 401(k) will typi­
cally result in more retirement 
funds. Younger workers will 
often find themselves in this situ­
ation. On the other hand, if you 

expect your tax rate to decline 
after retirement, you will typical­
ly want to use a regular 401(k) 
plan. Workers who are nearing 
retirement age may find them­
selves in this situation. If you ex­
pect your tax bracket to be the 
same, both alternatives will typi­
cally provide the same balance. 

•	 Whether you plan to leave assets 
to beneficiaries. If you are using 
your 401(k) plan as a vehicle to 
provide tax-advantaged assets to 
beneficiaries, you should consid­
er the Roth 401(k). Once you re­
tire, you can roll the balance in 
your Roth 401(k) to a Roth IRA, 
without any tax consequences. 
You then do not have to take any 
withdrawals during your life. 
When your beneficiaries inherit 
the Roth IRA after your death, 
they will have to take distribu­
tions over their expected life 
expectancies, but those distribu­
tions will be federal-income-tax 
free as long as the distributions 
are qualified. 

Keep in mind that this does not 
have to be an either/or decision. 
You can split your contributions be­
tween the Roth and regular 401(k) 
plans. Please call if you’d like 
to discuss the Roth 401(k) in more 
detail. ❚❘❘❘ 

Copyright © Integrated Concepts 2008. Some information provided in this newsletter was prepared by Integrated Concepts.  This newsletter intends to offer factual and up­
to-date information on the subjects discussed, but should not be regarded as a complete analysis of these subjects.  The appropriate professional advisers should be consulted 
before implementing any options presented.  No party assumes liability for any loss or damage resulting from errors or omissions or reliance on or use of this material. 
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In the News 
John LeBlanc was recently quoted

in Dow Jones Newswires regarding the is­
sue of health care. He advised an unmar­
ried couple to marry so the self-employed 
partner would receive quality coverage. 

Client Services 
Thanks to Jeanne Gibson Sullivan 

clients will receive a new white paper on
the financial aspects of college planning. 

Mandy Magee made several im­
provements to the firm’s invoicing pro­
cedures, freeing up her time to work on
other client projects.

Distributing quarterly reports and 
an influx of income tax returns kept
Lindsay McDonald busy. Please be sure
to send a copy of your 2007 tax return if
you have not done so already.

Erik Gudim continued to work 
on various research projects, including
fixed income duration strategies, stock
holdings research and international al­
location analysis.

Jeanne, Erik, Susan Brown, Emily
O’Hara, Bob Siefert, Mary Evans and 
Kevin Sweeney met with Dimensional 
Fund Advisor representatives. 

Technology
Becky Martz completed a course on

Microsoft Access 2007 and the Principles
of Internet and Information Security as
well as a course on Database Design with
Microsoft Access. She is also enrolled in 
a course on information and security as­
surance and is working to release the new 
ClientView software to enable clients to 
view reports online. 

All Work and No Play…
The BBFG staff is starting the sum­

mer off right. Erik Gudim ventured to 
Puerto Rico for a much-needed break 
and later traveled to the Jersey Shore to 
reunite with college friends.

John LeBlanc and Ed Childs each 
visited Europe this spring. John took
a seven-day Danube River cruise that 
stopped in Germany, Hungary, Slovakia
and Austria, and Ed toured Paris for the
first time. 

Staying a bit closer to home, Em­
ily O’Hara visited Nantucket and Bob 
Siefert traveled to Bar Harbor, Maine.
Later, Bob later made his way to Wash­
ington D.C. where he and Phil Lee vis­
ited clients, as well as former employees 

Company News
On June 28, BBFG

made the big move into 
their new offices at 535 
Boylston Street, direct-
ly across from Copley
Square. The firm will 
continue to validate 
parking at the Pruden­

tial Center garage but now also validates
tickets for 500 Boylston Street.

BBFG bid farewell to part-time Ad­
ministrative Assistant Rebecca Teeters. 
The firm re-hired former intern Rainey
Lennon, who will play a more perma­
nent role at the firm. Anshul Parulker 
of Brown University was hired as a new 
summer intern. 

This spring Boston made way for 
ducklings… and BBFG staffers. Every­
one at the firm was invited to take a tour 
on the city’s famous duck boats, includ­
ing significant others and children. 

In other company news, Lindsay
McDonald was busy preparing for the 
firm’s semi-annual off-site meeting to
take place in July in Ipswich, Mass. 

m 
t 
B 
l 
S 
c 
p

tial Center garage Thi rin B t d f 

Christina Aylward and David Young.
While some spent their free time on

the East Coast, Mandy Magee headed out 
West making stops in San Francisco, Se­
attle and Vancouver. Also spending time
in Vancouver was Lindsay McDonald. 

Emily O’Hara headed to San Anto­
nio to visit her family, and Kevin Sweeney,
a former member of the Big Brother Big
Sister program, traveled to Colorado to at­
tend his Little Brother’s graduation from
Mesa State College. Becky Martz trav­
elled to Arkansas for a wedding.

Happily scraping and painting his 
new home, Phil Lee may be qualified to 
answer any questions Emily O’Hara may
have about fixing-up the summer cottage 
she purchased in Centerville, Mass.

In the world of sports, Erik Gudim 
enjoyed celebrating the University of
Kansas NCAA basketball championship
while Lindsay McDonald attended her 
second Red Sox game. 

Continuing Education
Congratulations to Emily O’Hara

for graduating from Bentley College with
a master’s degree in financial planning.

In March, Bob Siefert traveled to 
New York to attend the Retirement In­
come Summit. Bob squeezed in a trip
to Atlanta to attend his national study
group’s semi-annual meeting.

Jeanne Gibson Sullivan attended a 
meeting on exchange traded funds and 
portfolio rebalancing presented by State 
Street Global Advisors. Jeanne, along
with Susan Brown, Ed Childs, Mary
Evans and Kevin Sweeney participated
in the annual Financial Planning Asso­

ciation conference held at the Seaport 
World Trade Center. 

Kevin Sweeney was busy at a trust 
law seminar and numerous Webinars ad­
dressing long-term care insurance and
managing an SEC audit while Mary Ev­
ans attended a Medicaid seminar. 

John LeBlanc attended a National 
Association of Personal Financial Ad­
visors (NAPFA) study group session on
group life insurance trends and policy
changes. Ed Childs and Phil Lee trav­
eled to Long Beach, Calif. to participate 
in the NAPFA National Conference. 

Erik Gudim participated in vari­
ous conference calls on global investing,
emerging markets and fixed income, as
well as several Zephyr online training
and tutorials. Mandy Magee, Ed and 
John partook in a three-day course on
Portfolio Center operations. 

John was lucky enough to hear
Attorney Fred Hertz speak about the 
complex legal issues resulting from
the new same-sex marriage law in 
California. 

Giving Back
The Donor Advised Fund Commit­

tee successfully presented this year’s
recommendations for the firm’s annual 
charitable donations. Contributions were 
released to four organizations.

Bob Siefert recently attended a do­
nor’s reception on behalf of The Boston
Children’s Chorus. 

Jeanne Gibson Sullivan led one of 
the panel discussions at the Boston Pub­
lic Library series, “How Can I Afford 
Retirement?” 


