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High Earner? Consider a Backdoor
Roth or Mega-Backdoor Roth 4

The IRS places income limits on who can contribute to a Roth IRA. As an alternative,
high earners can convert traditional IRA or 401(k) funds into a backdoor Roth or
mega-backdoor Roth as part of a retirement savings strategy.

There are two ways you can execute on

these advanced Roth strategies:

* Make a nondeductible contribution to a
traditional IRA and then subsequently convert it
to a Roth IRA. For 2023, you can contribute up
to $6,500 to a traditional IRA or $7,500 if you’re
age 50 or older.

e If your company 401(k) plan or other retirement
plan allows conversions (talk to your employer
and wealth advisor about eligibility rules), you can
roll over your account to a Roth IRA or convert
inside the plan to a Roth 401(k). Keep in mind you
will need to pay taxes on any earnings included
in the conversion. However, you won’t generally
need to pay taxes on contributions you convert,
as those amounts have already been taxed. Please
meet with your advisor or tax professional for
advice on the potential tax impacts.

Dealing With Income Limits on Roth IRAs

In 2023, if your marginal adjusted gross income
(MAGI) is $153,000 or higher and you’re single
($228,000 if married filing jointly),’ then you can’t
contribute directly to a Roth IRA, but these income
caps don’t apply to backdoor Roth IRAs.

Potential Tax Savings With Backdoor Roths

As long as requirements are met, your future
retirement distributions from the Roth retirement
accounts are not taxable. One of the advantages
of a backdoor Roth IRA is that you pay a smaller
amount of taxes upfront on any converted pre-tax
funds and then withdrawals are tax free. This tax

benefit is greatest if you expect tax rates to rise in
the future or think that your taxable income will be
higher in years when you are retired.

Tax Implications to Consider

Before completing a backdoor Roth IRA,
work with your wealth advisor to
project the tax implications. One
of the most important rules
relevant to the backdoor
Roth conversion is the
“pro-rata” rule, which
could have unintended
tax consequences if

not evaluated properly.
If you already have
balances in existing
traditional IRAs, you
should be aware that

a larger portion of the
amount that you are
converting to a Roth would
be taxable, and you would need

to do a calculation to determine
that taxable portion based upon the
balances in all your traditional IRAs.

What to Know About a Mega-
Backdoor Roth

To take advantage of this strategy, your employer
must allow after-tax contributions to a 401(k).
Your employer must also have a Roth 401(k) with
the option for an in-plan Roth conversion and/or
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allow in-service withdrawals, which means taking
a distribution from your 401(k) while you’re still
employed. If these requirements are met, you can
follow these three steps:

e First, max out your normal 401(k) contributions.

¢ Next, if allowed, contribute after-tax dollars to
your 401(k) up to the overall limit of $66,000
in 2023 ($73,500 if you are age 50 or older).?
The maximum contribution includes any
contributions made by your employer.

¢ Lastly, make an irrevocable transfer of the after-
tax funds into a Roth 401(k)/IRA as soon as
possible since any earnings will be taxed in a
rollover/conversion.

5-Year Rule Applies

Whether you put money into a backdoor Roth

or mega-backdoor Roth, the account must be
open for five years before you can withdraw both
contributions and earnings tax free.

Advantages of Both Types of Roths

The backdoor Roth IRA is optimal for high earners
who want to fund additional dollars for retirement
and take advantage of the tax-free growth and
withdrawals of a Roth retirement account but don’t
have access to an employer retirement plan that
allows a mega-backdoor Roth opportunity.

WEALTH ADVISORS

Meanwhile, the mega-backdoor Roth
is most suitable for high earners
who can contribute beyond the
typical contribution limit of an
IRA, pre-tax 401(k) or Roth
401(k) and want to reap
the benefits of tax-free
retirement withdrawals.

Work With Your
Advisor

When it comes to

wealth planning, higher
incomes typically involve
greater complexity. Be sure
to meet with your wealth
advisor and tax professional
to determine whether a backdoor
Roth or mega-backdoor Roth is
appropriate for your situation.

For more information visit: marinerwealthadvisors.com
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This article is intended for informational and educational purposes only. The views expressed do not take into account any individual personal,
financial, or tax considerations. As such, the information contained herein is not intended to be personal investment or tax advice or a
solicitation to engage in a particular investment or tax strategy. Any opinions contained herein are based on sources of information deemed
reliable, but we do not warrant the accuracy of the information. Please consult your tax and financial professional before making any tax,

investment or financial-related decisions.

A Roth conversion is an irrevocable election. Once you process a Roth conversion, you cannot undo the conversion and tax impact. A Roth
conversion may increase your current income and tax bracket for the year the conversion is performed. Therefore, before initiating a Roth
conversion, thoroughly review the impact. Please consult with a financial or tax professional and consider all your options and the applicable

fees and features before moving your retirement assets.

A distribution from a Roth IRA is tax-free and penalty-free, provided the five-year aging requirement has been satisfied and one of the
following conditions is met: age 59, disability, qualified first-time home purchase, or death.

There is no assurance that any financial or investment strategy will be successful. Investing involves risk, including the possible loss of principal.

Mariner Wealth Advisors ("MWA”) is an SEC registered investment adviser. Registration of an investment adviser does not imply a certain level
of skill or training. MWA is in compliance with the current notice filing requirements imposed upon registered investment advisers by those
states in which MWA maintains clients. MWA may only transact business in those states in which it is notice filed, or qualifies for an exemption
or exclusion from notice filing requirements. Any subseqguent, direct commmunication by MWA with a prospective client shall be conducted by
a representative that is either registered or qualifies for an exemption or exclusion from registration in the state where the prospective client
resides. For additional information about MWA, including fees and services, please contact MWA or refer to the Investment Adviser Public
Disclosure website (www.adviserinfo.sec.gov). Please read the disclosure statement carefully before you invest or send money.
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