2021 · CAN I MAKE A MEGA BACKDOOR ROTH CONTRIBUTION?
Start Here
Have you made a
maximum salary deferral
contribution of $19,500
($26,000 if age 50 or over)
to your 401(k) this year?

Yes

No

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

Will the 401(k) plan allow
you to make non-Roth,
after-tax contributions? (The
answer can be found in the
Summary Plan Description.)

No

Is there room under the
ACP test for you to make
additional contributions?
(The answer can be found
by consulting with the plan
sponsor.)

No

Yes

Is the sum total of all
contributions made this year
(employer and employee,
excluding any catch-up
contributions) less than
$58,000?
No

Yes

You can make a Mega
Backdoor Roth IRA
contribution.

Yes

Sorry, you cannot make a
Mega Backdoor Roth IRA
contribution.

To optimize the strategy,
convert as soon as
permissible within the plan.
This will minimize the tax
costs and maximize duration
of favorable Roth treatment.

The amount you can
contribute equals $58,000
minus all employer and
employee contributions
(excluding catch-up
contributions).
You can convert your
non-Roth, after-tax
contributions, but must also
convert any earnings
thereon, which will be a
taxable conversion.

You can roll the non-Roth,
after-tax contributions to a
Roth IRA.
If you can afford to pay the
tax and want to maximize
your Roth savings, you can
roll these funds into your
Roth IRA, making a taxable
conversion.

All pre-tax contributions and
all earnings (including those
on non-Roth, after-tax
contributions) are taxable,
but can be rolled to a
traditional IRA to delay a
taxable event.

Upon separation from your
employer, you can roll the
non-Roth, after-tax
contributions to a Roth IRA.

You must wait until you
leave your employer to roll
over your account, and all
growth will accrue as
pre-tax dollars.

All distributions from your
account must be funded
proportionately with pre-tax
and after-tax dollars, per
the Pro Rata Rule.

If you act promptly, you can
minimize the earnings that
accrue in the after-tax
subaccount (which will have
pre-tax character) and more
the funds into your Roth IRA
for tax-free growth and
distributions.

This feature will allow you to
roll over only your after-tax
subaccount, and you can
manage your pre-tax
subaccount separately.

Yes

No

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

No

Yes

Does the 401(k) plan allow
in-plan Roth conversions?

Yes

No

Does the 401(k) plan allow
for in-service (nonhardship) distributions?
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ZUMA WEALTH

WAVES HAPPEN. WE GUIDE, GROW AND GUARD YOUR WEALTH.

We recognize that you want to feel financially empowered and free. In order to do that, you need holistic, personalized wealth
guidance. The problem is you don’t know where to start or who to trust.
Feel overwhelmed? Overlooked? Underserved? Worried you aren't getting the attention you deserve? Concerned that you may be
taken advantage of when it comes to your wealth management needs?
We understand.
You deserve holistic, customized guidance so you can do with your wealth and your future as you please. We know what it is like
to feel as though you are not sure how to find the right person to guide your financial life. It is why we have taken all our
experience to create Zuma Wealth for you.
ADDITIONAL INFORMATION AND DISCLOSURES
Zuma Wealth LLC is a registered investment advisor offering
advisory services in the State of California and in other jurisdictions where
exempted. Registration does not imply a certain level of skill or training.
This communication is for informational purposes only and is not intended as
tax, accounting or legal advice, as an offer or solicitation of an offer to buy
or sell, or as an endorsement of any company, security, fund, or other
securities or non-securities offering. This communication should not be relied
upon as the sole factor in an investment making decision. Past performance is
no indication of future results. Investment in securities involves significant
risk and has the potential for partial or complete loss of funds invested. It
should not be assumed that any recommendations made will be profitable or equal
the performance noted in this publication. The information herein is provided
“AS IS” and without warranties of any kind either express or implied. To the
fullest extent permissible pursuant to applicable laws, Zuma Wealth LLC,
disclaims all warranties, express or implied, including, but not limited to,
implied warranties of merchantability, non-infringement, and suitability for a
particular purpose. All opinions and estimates constitute Zuma Wealth LLC’s
judgement as of the date of this communication and are subject to change

without notice Zuma Wealth LLC does not warrant that the information will be
free from error. The information should not be relied upon for purposes of
transacting securities or other investments. Your use of the information is at
your sole risk. Under no circumstances shall Zuma Wealth LLC be liable for any
direct, indirect, special or consequential damages that result from the use of,
or the inability to use, the information provided herein, even if Zuma Wealth
LLC or a Zuma Wealth LLC authorized representative has been advised of the
possibility of such damages. Information contained herein should not be
considered a solicitation to buy, an offer to sell, or a recommendation of any
security in any jurisdiction where such offer, solicitation, or recommendation
would be unlawful or unauthorized. This communication and document are provided for
information purposes only. Nothing contained herein shall be construed as a
solicitation to engage in any of Zuma Wealth’s services or to carry out any
financial transactions with Zuma Wealth. Communications are for informational purposes only
and are not considered an offer or solicitation. January 25, 2021
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