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2020 - CAN | MAKE A MEGA BACKDOOR ROTH IRA CONTRIBUTION?

Have you made a
maximum contribution
of $19,500 ($26,000 if

over age 50) to your
401(k) this year?

!

Is there room in the ACP
test for you to make the

~——> contribution? (The answer

can be found by consulting
with the plan sponsor.)

—

VvV

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

T

Yes

l

Vv

Calculate the amount you
can contribute by following
these steps:

l

Will the 401(k) plan allow
you to make non-Roth,

> after-tax contributions? (The

answer can be found in the
Plan Summary Document.)

Vv

Add all of the employee and
employer contributions
made this year, except for
any catch up contributions
($6,500 if over age 50).

l
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No Yes

Vv

Subtract the calculated
amount from $57,000.

|

Sorry, you can not make a
Mega Backdoor Roth IRA

contribution.

I

vV

The result is the amount
you can contribute to the
non-Roth, after-tax
portion of the 401(k).

Sorry, you can not make a
Mega Backdoor Roth IRA
contribution.

—

Does the plan allow for
in-service distributions?

1 1

No Yes

!

You can make a Mega
Backdoor Roth IRA
contribution but will lose

some tax benefits since you
can'timmediately rollover
the contribution.

Vv

When you leave your
employer, you can roll the
non-Roth, after-tax
portion into a Roth IRA.

I

Vv
The earnings on the
non-Roth, after-tax portion
will be taxed as income upon
the rollover to the Roth IRA.

You can roll over the
contribution to a Roth IRA
and the gains to a
traditional IRA to avoid a
taxable event.

—

Are non-Roth, after-tax
contributions put into a
separate account?

1 1

No Yes

!

You can make a Mega
Backdoor Roth IRA

contribution.

wV

Are there significant gains in
the non-Roth, after-tax
account or do you want to
minimize your tax liability?

A Y
,—1 Yes No
v

You can roll over the
contributions and earnings
to a Roth IRA, which will
result in a taxable
conversion of the gains.

!

Vv
If all the assets in the

non-Roth, after-tax
account are rolled into the

Roth IRA, only the
respective earnings will be
taxed as income upon the
rollover. If a partial rollover
occurs, you will be subject

to pro-rata rules.
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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.

A Roth IRA offers tax deferral on any earnings in the account. Qualified withdrawals of earnings from the account are tax-free. Withdrawals of earnings prior to age 59 % or
prior to the account being opened for 5 years, whichever is later, may result in a 10% IRS penalty tax. Limitations and restrictions may apply.

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

1440 Draper St. Suite B Kingsburg, CA 93631
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