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2020 - CAN | MAKE A BACKDOOR ROTH IRA CONTRIBUTION?

Do you or your spouse
have earned income?

Are you married?
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Is your MAGI greater
than $206,0007
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Do you have an existing
pre-tax Traditional, SEP, or
Simple IRA (found on IRA
Form 8606)?
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Y
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You're below the annual
limits and may be able to
make a contribution to a
Roth IRA directly. See “Can |
Contribute To My Roth IRA?”
flowchart.
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Is Your MAGI greater
than $139,000?
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You may be subject to
aggregation & pro rata
rules if you do a Backdoor
Roth Contribution
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Do you have a 401(k) plan
that accepts “roll ins"?

Yes

Y
No
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Determine how much of the
contribution will be taxed
when converted by following
this rule of thumb:

You can do a Backdoor Roth
Contribution since you don't
have an existing pre-tax IRA.

You can do a Backdoor Roth
Contribution by “rolling in”
the IRA assets into the 401(k)
to remove them from the
aggregation rules.

You can do a Backdoor
Roth Contribution but a

portion will be taxed as
ordinary income.
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Sorry, you can't make a
Backdoor Roth
Contribution because you
don't have earned income.

>

Here is the process for
doing a Backdoor Roth
Contribution:
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Open a Traditional IRA.

V
Make a non-deductible IRA
contribution up to $6,000
($7,000 if over 50).

Divide after-tax IRA value by
the total value of all IRA
assets based on year end
FMV. Multiply this percentage
by the contribution to find
the tax-free portion.
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Later, convert the
contribution into a Roth IRA.
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Be mindful to avoid step
transaction doctrine.
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Jason Coddington is a Registered Representative with, and
securities and advisory services offered through LPL Financial, Member
FINRA/SIPC.

This material is for general information only and is not
intended to provide specific advice or recommendations for any individual. All
performance referenced is historical and is no guarantee of future results.

Traditional IRA account owners have considerations to make before performing a Roth IRA conversion. These primarily include income tax consequences on the converted
amount in the year of conversion, withdrawal limitations from a Roth IRA, and income limitations for future contributions to a Roth IRA. In addition, if you are required to take
a required minimum distribution (RMD) in the year you convert, you must do so before converting to a Roth IRA.

This information is not intended to be a substitute for
specific individualized tax advice. We suggest that you discuss your specific
tax issues with a qualified tax advisor.

Jason Coddington, Coddington Wealth Advisors
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