2020 - SHOULD I CONTRIBUTE TO MY ROTH 401(K)?

Start Here

Do you expect your future
effective tax rates to be
higher than the current

rates?

Are you eligible to
contribute to a Roth IRA?

Y Y
Yes No ———
>

Prior to turning

Consider making a
traditional 401(k)
contribution.

¥

>

You will receive the tax
deduction now, at the
higher rates. In the future,
eligible distributions will
be taxed when you are
presumably subject to a
lower rate of tax.

3

age 59.5, could you need
to withdraw the
contribution?

Vv
You will pay tax now, at the
lower rates. In the future,
qualified distributions will

vV
Contributions to your
traditional 401(k) will

reduce your AGI, and can
help you to qualify for
credits and avoid
surtaxes/surcharges.
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Any employer matching
contributions will be
pre-tax, and will be taxed
upon distribution.

>

A Y be tax-free, when you are a4
Yes No b—m70— presumably subject to a
higher rate of tax.
1
Consider a Roth IRA

because you can withdraw

the contributions at any
time (tax and penalty-free). T

Roth 401 (k) withdrawals

must be permitted by the Yes No ——

plan and also qualified, T T

otherwise, distributions
are made pro rata, subject
to tax on earnings and
possible penalties.

Can you save more than
> $6,000 per year ($7,000 if
age 50 or over)?

Be mindful that Roth
401(k)s will be subject to
RMDs. If you're looking to
minimize RMDs, consider

rolling the Roth 401(k) into
a Roth IRA before age 72.

»>

Do you want to save more
than $19,500 per year
($26,000 if age 50 or over)?

Y Y
Yes No
¥

You could make
non-deductible
contributions to a
traditional IRA and then
convert to a Roth IRA, or
to your 401(k) and then
make an in-plan Roth
rollover (if permitted).

$

V
Reference the “Can | Make
a Backdoor Roth IRA
Contribution?” flowchart
and your plan documents
to see if you are eligible.

No additional planning
considerations.

<
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The information provided herein was obtained from sources believed to be reliable and is believed to be accurate as of the time

presented, but is without any express or implied warranties of any kind. Neither Tenon Financial LLC nor Andy Panko warrant that
the information is free from error.

The information provided herein is not advice specific to you or your circumstances but is instead general tips and education.
None of the information provided herein is intended as investment, tax or legal advice. Your use of the information is at your sole
risk. Before considering acting on any information provided herein, you should consult with your investment, tax or legal advisor.

Under no circumstances shall Tenon Financial LLC or Andy Panko be liable for any direct, indirect, special or consequential
damages that result from your use of, or your inability to use, the information provided herein.

This information is not intended as a recommendation, offer or solicitation to buy, hold or sell any financial instrument or
investment advisory services.

Andy Panko, CFP®, RICP®, EA
33 Wood Ave South, Suite 600 Iselin, NJ 08830
andy@tenonfinancial.com | 732-902-0066 | www.tenonfinancial.com



