2021 - CAN | MAKE A MEGA BACKDOOR ROTH CONTRIBUTION?

Start Here

Have you made a
maximum salary deferral

contribution of $19,500
($26,000 if age 50 or over)
to your 401(k) this year?

———— Yes No

In most cases, you should
max out these contributions
before proceeding with a
Mega Backdoor Roth IRA
contribution.

Is there room under the
ACP test for you to make

—> additional contributions?

(The answer can be found
by consulting with the plan

You can roll the non-Roth,
after-tax contributions to a
Roth IRA.

sponsor.)

| Y
— No Yes
Y

Is the sum total of all
contributions made this year
(employer and employee,
excluding any catch-up
contributions) less than

If you can afford to pay the
tax and want to maximize
your Roth savings, you can
roll these funds into your
Roth IRA, making a taxable

conversion.
/\

X

Will the 401(k) plan allow
you to make non-Roth,
> after-tax contributions? (The
answer can be found in the
Summary Plan Description.)

Y Y
No Yes ——
-

Sorry, you cannot make a
Mega Backdoor Roth IRA

contribution.

$58,000?
Y Y
,———— o No Yes

You can make a Mega

Backdoor Roth IRA
contribution.

Vv

The amount you can
contribute equals $58,000
minus all employer and
employee contributions
(excluding catch-up
contributions).

To optimize the strategy,
convert as soon as
permissible within the plan.
This will minimize the tax
costs and maximize duration
of favorable Roth treatment.

—<
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You can convert your
non-Roth, after-tax
contributions, but must also
convert any earnings
thereon, which will be a

All pre-tax contributions and
all earnings (including those
on non-Roth, after-tax

> contributions) are taxable,

but can be rolled to a
traditional IRA to delay a

taxable event.
/\

X

Upon separation from your
employer, you can roll the
non-Roth, after-tax
contributions to a Roth IRA.

/\

X

You must wait until you
leave your employer to roll
over your account, and all
growth will accrue as
pre-tax dollars.

<
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All distributions from your

— account must be funded

proportionately with pre-tax <
and after-tax dollars, per
the Pro Rata Rule.

/\

X

If you act promptly, you can
minimize the earnings that
accrue in the after-tax
subaccount (which will have
pre-tax character) and more
the funds into your Roth IRA
for tax-free growth and
distributions.

/\

A

This feature will allow you to
roll over only your after-tax
subaccount, and you can
manage your pre-tax
subaccount separately.

/\

T

J\ J\

Yes No ——

Does the 401(k) plan maintain
separate subaccounts for
pre-tax and after-tax
contributions?

/\

T

No Yes

Does the 401(k) plan allow
in-plan Roth conversions?

T T

N

taxable conversion. ﬁ‘

Yes No

J\ A

Does the 401(k) plan allow
for in-service (non-

;r hardship) distributions?
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Disclaimer: Information provided is for educational purposes only and does not constitute investment, legal or tax advice. All
examples are hypothetical and for illustrative purposes only. Past performance of any market results is no assurance of future
performance. The information contained herein has been obtained from sources deemed reliable but is not guaranteed.
Legislation and tax laws are constantly changing, so please reference the date the document was updated for accuracy of
information provided.

Please contact The Retirement Planning Group for more complete information based on your personal circumstances and to
obtain individual investment advice.

The Retirement Planning Group
4811 W. 136th Street Leawood, KS 66224
contacttrpg@planningretirements.com | 866-498-8898 | www.planningretirements.com



