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Have you made a Is there room under the You can roll the non-Roth, All distributions from your
maximum salary deferral ACP test for you to make after-tax contributions toa <¢&————<  account must be funded
contribution of $19,500 —> additional contributions? Roth IRA. proportionately with pre-tax <4~
($26,000 if age 50 or over) (The answer can be found and after-tax dollars, per
to your 401(k) this year? by consulting with the plan the Pro Rata Rule.
sponsor.) If you can afford to pay the A
I v tax and want to maximize I
Ves No your Roth savings, you can If you act promptly, you can
~— No Yes roll these funds into your minimize the earnings that
Roth IRA, making a taxable accrue in the after-tax
N conversion. subaccount (which will have
In most cases, you should Is the sum total of all ’I‘ pre-tax character) and move
max out these co.ntribt.Jtions contributions made this year the funds into your Roth IRA
before proceeding with a (employer and employee, All pre-tax contributions and for tax-free growth and
Mega Backdoor Roth IRA excluding any catch-up all earnings (including those distributions.
contribution. contributions) less than on non-Roth, after-tax f
$58,0007? > contributions) are taxable,
Y Y bgt can lI)IeR,r’f”e?j tlo a This feature will allow you to
. traditiona to delay a roll over only your after-tax
Will the 401(k) plan allow ,—— No Yes taxable event. subaccoun}c/)gnd you can
you to make non-Roth, A manage Vour ore-ta
> after-tax contributions? (The v 1 subacc%ur)wlt :ep?aratei;
answer can be found in the U tion f N '
Summary Plan Description.) pon separation from your T
employer, you can roll the
Y Y n_on-Roth, after-tax Yes No /
N contributions to a Roth IRA.
No Yes ——— N A I} 1
T The amount you can X

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

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

You must wait until you
leave your employer to roll
over your account, and all ¢
growth will accrue as

Sorry, you cannot make a

Mega Backdoor Roth IRA
contribution.

/\
pre-tax dollars. T
No Yes
To optimize the strategy, You can convert your
convert as soon as non-Roth, after-tax Does the 401(k) plan allow 1 J\
permissible within the plan. contributions, but must also in-plan Roth conversions?
This will minimize the tax <{¢&—— convert any earnings Y Y Does the 401(k) plan allow
costs and maximize duration thereon, which will be a for in-service (non-
of favorable Roth treatment. taxable conversion. ﬁ: Yes No :r hardship) distributions?
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Pearl Planning does not provide legal or tax advice. The

information herein is general and educational in nature and should not be

considered legal or tax advice. Tax laws and regulations are complex and

subject to change, which can materially impact investment results. Pearl

Planning cannot guarantee that the information herein is accurate,

complete, or timely. Pearl Planning makes no warranties with regard to such
information or results obtained by its use, and disclaims any liability arising
out of your use of, or any tax position taken in reliance on, such information.

Consult an attorney or tax professional regarding your specific situation.
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