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BECAUSE THEY ARE TAX-ADVANTAGED, IRAs have become a favorite way to save for 
retirement. You can contribute up to $6,000 a year ($7,000 if you’re age 50 or older) 
— or $12,000 for a married couple — of tax-deductible income to your IRA, watch your 
money grow over the years, and only pay tax on it when you start withdrawing those 
dollars in retirement. A Roth IRA is even more attractive to many people because you 
contribute after-tax dollars and the earnings grow tax-free — when you withdraw funds 
in retirement you pay no income tax on your withdrawals. 

The IRS is not so eager to lose too much tax money, so they have put restrictions on who 
can contribute to a Roth IRA. The annual contribution limits are the same as a traditional 
IRA, but if you earn more than $137,000 as an individual taxpayer, or $203,000 married 
filing jointly (based on 2019 tax law), you can’t contribute to a Roth IRA. You’ll have to 
find another retirement savings vehicle, one not likely to offer the same tax advantages 
of a Roth IRA.

Unless, that is, you employ a strategy known as the Back Door Roth. Here’s how it works:

You open a traditional IRA account with your contribution of up to $6,000 as an 
individual, $12,000 if you are married and filing your tax return jointly. Then you 
immediately convert the traditional IRA to a Roth IRA. Because you are contributing 
non-deductible, after-tax dollars to the IRA there is no tax or penalty associated with 
the conversion. Just like other Roth plans, money in your Back Door Roth grows tax-free. 
And you can continue to make the maximum contribution annually in the same manner: 
funding a traditional IRA and converting. 

There is one caveat. You cannot employ the strategy if you own existing traditional IRA 
assets. The IRS considers all your IRA savings as one combined amount, so converting 
even a new IRA contribution under those circumstances will make the conversion a 
taxable event, just as it would be if you were to withdraw money from your existing IRA. 
If you have traditional IRA assets and want to deploy a Back Door Roth strategy, you 
must transfer your existing IRA dollars elsewhere, perhaps to an employer sponsored 
401k or 403b plan. 
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Due to the tax benefits, IRAs have become a favorite way for Americans to save for 
retirement. An estimated $10 billion of a near $30 billion in retirement savings in the 
U.S. are currently invested in IRAs. The Back Door Roth allows higher earners, otherwise 
unable to enjoy the benefits of an Roth IRA, to participate in this most popular of  
savings plans. 

For more information, or to schedule an estate planning meeting, call us at 772-287-4110; 
or email me at SSwindler@hbkswealth.com.
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Steven Swindler is a senior financial advisor in the Stuart, Florida, office of HBKS® 
Wealth Advisors. He began his career in 2002 and specializes in providing 
comprehensive financial services to individuals, families and small businesses.
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Insurance products are offered through HBK Sorce Insurance LLC. Investment advisory services are offered through HBK Sorce Advisory LLC, 
doing business as HBKS Wealth Advisors. NOT FDIC INSURED - NOT BANK GUARANTEED - MAY LOSE VALUE, INCLUDING LOSS OF PRINCIPAL - 
NOT INSURED BY ANY STATE OR FEDERAL AGENCY.
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The information included in this document is for general, informational purposes only. It does not contain any investment advice and does not address any individual facts and 
circumstances. As such, it cannot be relied on as providing any investment advice. If you would like investment advice regarding your specific facts and circumstances, please 
contact a qualified financial advisor.

Any investment involves some degree of risk, and different types of investments involve varying degrees of risk, including loss of principal. It should not be assumed that future 
performance of any specific investment, strategy or allocation (including those recommended by HBKS® Wealth Advisors) will be profitable or equal the corresponding indicated 
or intended results or performance level(s). Past performance of any security, indices, strategy or allocation may not be indicative of future results. 

The historical and current information as to rules, laws, guidelines or benefits contained in this document is a summary of information obtained from or prepared by other 
sources. It has not been independently verified, but was obtained from sources believed to be reliable. HBKS® Wealth Advisors does not guarantee the accuracy of this 
information and does not assume liability for any errors in information obtained from or prepared by these other sources.

HBKS® Wealth Advisors is not a legal or accounting firm, and does not render legal, accounting or tax advice. You should contact an attorney or CPA if you wish to receive legal, 
accounting or tax advice.
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