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MEMBER OF THE M&T FAMILY

Retirement Saving Strategies
for Corporate Executives

Explore how a ‘backdoor’ Roth IRA or health savings
account may help you save more

As a company executive, you likely enjoy a comfortable
lifestyle—one that you hope to continue in your retirement
years. Unfortunately, traditional retirement savings options
have annual contribution limits that may not allow you to
accumulate as much as you would like in tax-advantaged
vehicles. If you are already contributing the maximum amount
to your 401(k) or other qualified plans (and possibly a deferred
compensation plan as well) and still have the means and desire
to save more, there may be other options.

Benefits of converting to a Roth IRA

Key takeaways

While you may be funding a traditional IRA, a Roth IRA may be better suited to your

* If yourincome is too high circumstances. With a Roth, you do not get any immediate tax deduction, but if

to make direct Roth IRA
contributions, converting a
traditional IRA to a Roth may
be a viable option

Health savings accounts may
offer a tax saving opportunity,
as contributions are tax
deductible and withdrawals
are tax free if used for qualified
medical expenses

With any retirement plan
strategy, it's important to
review all of your current
benefits with your advisors
to be certain you are making
the right decisions for your
financial future

certain conditions are met, the withdrawals are tax free, as is the growth in the
account. In addition, Roth IRAs provide an opportunity to leave assets to your heirs
without a tax burden: unlike traditional IRAs, there are no required minimum
distributions for Roths during your lifetime, so you can leave the assets in the Roth
untouched for your beneficiaries.

There are a number of reasons to consider a Roth, for example if you:
e are not eligible for deductible IRA contributions

e expect higher taxes in retirement

* do not want/need required distributions

e want to leave tax-free money for heirs
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In effect, the HSA is better than a Roth
when used for medical expenses (initial tax
deduction plus no tax due on withdrawals)
and at age 65 it operates like a traditional
IRA for other expenditures.

However, since there is an income limit to qualify, you may

not be eligible to make direct Roth contributions. Eligibility is
phased out over $252,000 for married joint filers and $168,000
for single filers in 2026. The good news is that there is no
income limit for converting a traditional IRA to a Roth. Anyone
who has a traditional IRA is eligible to convert it to a Roth IRA.
This tactic is often referred to as a ‘backdoor Roth!

There are several things to keep in mind when deciding whether
conversion is appropriate for you. The amount converted is
taxable, so be sure you have enough money to cover the taxes,
preferably from outside of the IRA.

Be aware that since the conversion amount is counted as
income, it might put you into a higher tax bracket. Stretching
the conversion over a number of years can help mitigate this
problem. One way to minimize the amount of tax due is to make
a non-deductible IRA contribution and convert it soon
thereafter, before there is taxable growth in the account.
However, if you have both pre-tax and after-tax contributions

in your traditional IRA, the amount converted will be prorated.

If, for instance, your current IRA has $5,000 of pre-tax

money and you make a $5,000 after-tax contribution, you

can’'t convert just the after-tax amount and avoid additional tax.
Any conversion will consist of half pre-tax money, which will
then be taxable.

Health savings accounts

Another possibility that is often not thought of for retirement
savings is a health savings account (HSA). Under the right
circumstances it is like having another IRA. Not everyone is
eligible to open an HSA; there are several criteria to qualify.
First, you must be covered by only a high-deductible health
plan (HDHP). You can have no other coverage, including
through a spouse, and cannot be covered by Medicare.

(You also cannot be a dependent on another person’s income
tax return, but in the case of a corporate executive, that's
highly unlikely.) There is no income restriction for making HSA
contributions, and the amount you contribute does not affect
IRA contribution limits.

If your HDHP covers your family, you can contribute up to
$8,750 to your HSA in 2026, with an additional $1,000 catch-up
contribution if you are 55 or older. For single coverage the limit
is $4,400 in 2026, plus the $1,000 catch-up if applicable. The
contributions are tax deductible and withdrawals are tax free if
used for qualified medical expenses, including dental and vision
expenditures.

If HSA money is used for non-medical expenses, income tax
on the amount must be paid, as well as a 20% penalty until
age 65. Once you reach age 65, however, the penalty no longer
applies, but tax is due on any amount used for non-qualified
expenses. In effect, the HSA is better than a Roth when used
for medical expenses (initial tax deduction plus no tax due on
withdrawals) and at age 65 it operates like a traditional IRA for
other expenditures. As a plus, there are no required minimum
distributions, as you would have with a traditional IRA.
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Insurance premiums are generally NOT
considered IRS-qualified medical expenses
unless they are for:

An important consideration with an HSA (as with all retirement
planning) is choosing the appropriate beneficiary. If you name
your spouse as beneficiary, the account will remain an HSA,

o with the same rules and restrictions. If, however, you name a
» continuing COBRA or ERISA coverage .
non-spouse beneficiary, upon your death the account ceases

« certain long-term care insurance to be an HSA and the entire amount becomes taxable income
to the heir. If the account is left to your estate, the balance

* health coverage during unemployment must be included on your final income tax return.

* coverage over age 65, including Medicare* With any retirement planning strategy, it's

or employer retirement health benefits important to review all of your current benefits
with your advisors to be certain you are making

the right decisions for your financial future.

*Premiums for Medicare part B or D or Medicare advantage are qualified
expenses. Medigap premiums are not.

A good strategy is to use non-HSA funds for your current
medical expenses as much as possible, and let the money in
your account grow tax free or tax deferred (depending on its
ultimate use). There is no deadline for spending your HSA
money, so if you are in good health and don't anticipate
having medical expenses, you can still contribute up to the
allowable maximum for future use. The funds in the HSA can
be invested in stocks, bonds, mutual funds, and other
vehicles. And the account is portable: even if it contains
employer contributions, it belongs to you and you retain
ownership if you change employers. If you switch to a
healthcare plan that does not qualify for an HSA, you are still
free to use the funds you've accumulated, although you
cannot make any more contributions.

Datasource: www.irs.gov

This articleis for informational purposes only and is not intended as an offer or solicitation for the sale of any financial product or service or as a determination that
any business/estate planning or investment strategy is suitable for a specific business or investor. This article is not designed or intended to provide financial, tax,
legal, accounting, or other professional advice since such advice always requires consideration of individual circumstances. If professional advice is needed, the ser-
vices of a professional advisor should be sought. There is no assurance that any investment, financial or estate planning strategy will be successful. These strategies
require consideration for suitability of the individual, business or investor.

Thisinformation has been obtained from sources believed to be reliable, but its accuracy and completeness are not guaranteed. Opinions, estimates, and projec-
tions constitute the judgment of Wilmington Trust and are subject to change without notice.

Wilmington Trust is not authorized to and does not provide legal or accounting advice. Wilmington Trust does not provide tax advice, except where we have agreed
to provide tax preparation services to you. Our advice and recommendations provided to you are illustrative only and subject to the opinions and advice of your own
attorney, tax advisor, or other professional advisor.

Wilmington Trust is a registered service mark used in connection with various fiduciary and non-fiduciary services offered by certain subsidiaries of M&T Bank Cor-
porationincluding, but not limited to, Manufacturers & Traders Trust Company (M&T Bank), Wilmington Trust Company (WTC) operating in Delaware only, Wilmington
Trust, N.A. (WTNA), Wilmington Trust Investment Advisors, Inc. (WTIA), Wilmington Funds Management Corporation (WFMC), Wilmington Trust Asset Management,
LLC (WTAM), and Wilmington Trust Investment Management, LLC (WTIM). Such services include trustee, custodial, agency, investment management, and other
services. International corporate and institutional services are offered through M&T Bank Corporation’s international subsidiaries. Loans, credit cards, retail and
business deposits, and other business and personal banking services and products are offered by M&T Bank, Member FDIC.

Investments: Are NOT FDIC Insured | Have NO Bank Guarantee | May Lose Value
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