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BACKDOOR ROTH CONTRIBUTION 

STRATEGIES: 

 

THINGS TO CONSIDER  

 

 
 
Roth IRAs are awesome.  While contributions are not income tax-deductible, 

distributions made to a taxpayer who is older than 59 ½ and has met the five-year 

aging requirement are free from federal income tax. 

 

Regular Roth contributions generally are limited to $6,000 per year for those 

eligible to make them (e.g., for 2021, those age 50 and over can contribute up to 

$7,000).  There are two kinds of backdoor Roth contributions—each centering 

around making a Roth conversion with little or no income tax consequence. 

 

The so-called backdoor Roth technique has created an opportunity for some 

taxpayers who may want to contribute to a Roth IRA, but whose high income does 

not permit them to do so.  

 

How does the backdoor Roth idea work?  Say we have a single taxpayer, age 52, 

making $500,000 of adjusted gross income in 2021.  Under Roth IRA rules, the 

taxpayer is not eligible to make a regular Roth IRA contribution of $7,000. 

 

However, the taxpayer is eligible to make a non-deductible traditional IRA 

contribution.  There are no income limits for those types of contributions. 

 

So, the taxpayer makes a $7,000 non-deductible contribution to a traditional IRA, 

which is the only IRA account the taxpayer has.  The same taxpayer is eligible to 

do an immediate conversion of the IRA account to a Roth IRA.  If the conversion 

occurs on the next day after the traditional IRA is funded, there is little or no 

taxable gain on the conversion amount.  The taxpayer has effectively contributed 

$7,000 to a Roth IRA. 

 

The backdoor Roth technique works perfectly when a taxpayer has only after-tax 

money in all her IRAs.   
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If there is some pre-tax IRA money—from a rollover or deductible contributions, 

for example—the strategy is not as efficient. 

 

During this year, a number of mainstream media sources have been touting the 

virtues of another Roth conversion technique that has been dubbed the mega-

backdoor Roth. 

 

• https://www.forbes.com/advisor/retirement/mega-backdoor-roth/ 

 

• https://www.wsj.com/articles/a-little-known-back-door-trick-for-

boosting-your-roth-contributions-11625848733 

 

• https://money.usnews.com/money/retirement/iras/articles/what-is-a-mega-

backdoor-roth 

 

Implementation of the mega-backdoor Roth idea requires that  

 

• the taxpayer is a participant in a Section 401(k) plan at work, and  

 

• that the plan permits the employee to make special after-tax contributions 

into the non-Roth account.   

 

The details surrounding completing the mega-backdoor Roth are a bit tricky.  

Give me a call if you want to learn about the rest of the story. 

 

Do you want to learn more about Roth IRAs—including the backdoor strategies?  

Is your retirement portfolio adequately diversified from a tax perspective?  Let’s 

talk! 

 

AS ALWAYS, PLEASE FEEL FREE TO CALL TO DISCUSS THESE 

OR OTHER FINANCIAL SECURITY ISSUES OF CONCERN. 

 
 

 

This information is designed for informational or educational purposes 

only.  It is not intended as investment advice and is not a recommendation 

for retirement savings. Lincoln Financial Advisors Corp. and its 

representatives do not provide legal or tax advice. You may want to 

consult a legal or tax advisor regarding any legal or tax information. 
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