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The Mega Backdoor Roth Conversion

The Mega Backdoor Roth strategy offers a unique opportunity for ~ ®  Tax-Free Growth: Once converted, the funds in the Roth
high-income earners to significantly boost their retirement savings ~ account grow tax-free, and qualified withdrawals during re-
by converting after-tax 401(k) contributions into a Roth account. tirement are also tax-free.

This approach allows for tax-free growth and withdrawals in retire- . . .
® No Income Restrictions: Unlike regular Roth IRA contri-

butions, the Mega Backdoor Roth strategy is not subject to
their tax-advantaged savings. income limitations, making it accessible to high-income earn-
ers.

ment, making it an attractive option for those looking to maximize

WhatisaM Back Roth? . . .
atis a Mega Backdoor Rot Considerations and Potential Drawbacks

In 2025, the IRS permits a total contribution limit of $70,000 to 401

. T y
(k) plans for individuals under 50. This total includes employee elec- Plan Limitations: Not all 401(k) plans support after-tax

. . " contributions or in-service distributions, which are crucial for
tive deferrals, employer matching contributions, and after-tax con-

N s L implementing this strategy.
tributions. For individuals aged 50 and above, the limit increases to P g &Y

$77,500, accounting for catch-up contributions. e Tax Implications: While the after-tax contributions

The Mega Backdoor Roth strategy involves making after-tax contri-  theémselves are not taxed upon conversion, any earnings

butions to your 401(k) plan and then converting those contributions 2ccrued before the conversion may be subject to taxation.

into a Roth IRA or Roth 401(k). This process allows the contributed Regulatory Changes: Tax laws and contribution limits

funds to grow tax-free, and qualified withdrawals in retirement are  zre subject to change. It's essential to stay informed about

also tax-free. current regulations and consult with a financial advisor to
ensure compliance.

Key Steps to Implementing the Mega Backdoor Roth Conclusion

e  Verify Plan Eligibility: Confirm that your employer's 401(k) plan 1o Mega Backdoor Roth strategy can be a powerful tool for

permits after-tax contributions and allows for in-service distribu- maximizing retirement savings, particularly for high-income

tions or in-plan Roth conversions. Not all plans offer these features, ;. ividuals seeking additional tax-advantaged growth. How-

so it's essential to check with your plan administrator. ever, due to its complexity and the specific requirements

e Maximize Standard Contributions: Before making after-tax involved, it's advisable to consult with a financial advisor to
contributions, ensure you've maxed out your regular 401(k) contri- ~determine if this strategy aligns with your financial goals and
butions. In 2025, the elective deferral limit is $23,500 for individuals t0 navigate the implementation process effectively.

under 50 and $31,000 for those aged 50 and above, including catch-
up contributions.

Ready to Maximize Your Retirement Savings? Act Now!

At NovaPoint, we specialize in helping high-income earners
e Make After-Tax Contributions: Contribute additional after-tax

dollars to your 401(k) plan, up to the overall contribution limit of
$70,000 or $77,500, depending on your age.

maximize their retirement savings with tailored strategies.
Our expert financial planners will work with you to optimize
your retirement accounts and ensure you’re on the best path
e  Execute the Conversion: Promptly convert your after-tax con-  t0 @ secure financial future. contact us here
tributions to a Roth IRA or Roth 401(k) to minimize potential
tax liabilities on any investment gains.
Benefits of the Mega Backdoor Roth Written by Blake McDaniel, Investment Associate, Financial

Planning Team

® Enhanced Savings Potential: This strategy allows for contribu- . . . .
. o . . NovaPoint - Financial Planning and Wealth Management
tions beyond the standard Roth IRA limits, enabling substantial

growth in tax-advantaged accounts.
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