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Tax-Advantaged Accounts Master Guide:

Maximize Every Account You Have

The difference between a good saver and a great one often isn't how much

they earn — it's which accounts they fund, in what order, and with what kind

of money. This guide covers every major tax-advantaged account available in

2025: 401k traditional and Roth, Traditional and Roth IRA, backdoor Roth,

HSA, FSA, 529, Solo 401k, and SEP IRA. You get the exact contribution limits,

the optimal funding sequence by income, a Roth versus traditional breakeven

framework, asset location rules, and a complete annual checklist. By the end,

you will have a written funding plan you can act on this week.

1. Foundation

Tax-advantaged accounts reduce your tax bill in one of three ways: pre-tax contributions

that lower this year's taxable income (Traditional 401k, Traditional IRA, HSA, SEP IRA,

Solo 401k), after-tax contributions with tax-free growth and withdrawals (Roth 401k, Roth

IRA, HSA for medical), or immediate deduction plus tax-free medical withdrawal

combined in one account (HSA — the only triple-tax account in the U.S. tax code). The

order you fund these accounts determines tens of thousands of dollars in lifetime tax

savings. A household earning $120,000 that funds a 401k only to the employer match

and ignores an HSA and backdoor Roth typically pays $8,000–$14,000 more in taxes over

a decade than a household following the optimal sequence. That gap compounds every

year you wait and becomes dramatically larger over 20–30 year investment horizons.

2025 contribution limits snapshot: 401k / 403b / 457 employee elective deferral:

$23,500. Catch-up for ages 50–59 and 64+: $7,500 (total $31,000). New SECURE 2.0

super catch-up for ages 60–63: $11,250 (total $34,750). Traditional or Roth IRA: $7,000

($8,000 if age 50+). Roth IRA direct contribution phase-out: $150,000–$165,000 single,

$236,000–$246,000 MFJ. Traditional IRA deduction phase-out (if covered by employer

plan): $79,000–$89,000 single, $126,000–$146,000 MFJ. HSA individual HDHP: $4,300

(+$1,000 age 55+ catch-up). HSA family HDHP: $8,550 (+$1,000 age 55+ catch-up).
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Healthcare FSA: $3,300; rollover up to $640 or 2.5-month grace period. Dependent Care

FSA: $5,000 per household. 529 annual gift exclusion: $18,000 per beneficiary; 5-year

superfunding: $90,000 lump sum. Solo 401k total: $70,000 ($77,500 age 50+). SEP IRA:

lesser of 25% of net self-employment compensation or $70,000. SIMPLE IRA: $16,500

(+$3,500 catch-up). These limits are set by IRS Notice 2024-80 and are inflation-indexed

— check each October for the following year's numbers.

The Roth vs. Traditional decision framework: The core question is whether your

marginal tax rate today is higher or lower than your expected marginal rate when you

withdraw funds. If you are in the 22% bracket now and expect the 12% bracket in

retirement, pre-tax contributions win — you defer at 22% and pay at 12%, netting a 10-

point advantage on every dollar. If you are currently in the 12% bracket or expect RMDs

to push you into a higher bracket later, Roth contributions win. At the 24% bracket, the

math is close enough that a blend is often optimal: pre-tax 401k contributions (bigger

balance, lower taxes on forced RMDs) paired with Roth IRA contributions (permanent tax-

free reserve, no RMDs, flexibility for estate planning). At the 32% bracket and above,

max pre-tax now and plan Roth conversions during low-income years in early retirement,

before Social Security and RMDs begin.

2. Step-by-Step System
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Capture 100% of the Employer 401k Match First

Before directing a single dollar to an IRA, HSA, or brokerage account, contribute

enough to your 401k to trigger the full employer match. A 50% match on 6% of

salary is a guaranteed 50% return on that contribution before the market moves.

On an $85,000 salary, failing to capture a 3% employer match costs you $2,550

per year in free compensation. Locate your plan's match formula in the Summary

Plan Description — common structures: 100% of first 3% contributed; 50% of first

6% contributed; tiered (100% of first 1%, 50% of next 5%). Also check the vesting

schedule: immediate vesting (you own all match dollars now), cliff vesting (0% until

year 2–3, then 100%), or graded (20% per year over 5 years). If you might leave

before full vesting, factor unvested match into your true compensation. The

minimum 401k deferral percentage that captures the full match is the mandatory

first payroll configuration of each plan year — no exceptions.
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Max Out the HSA — The Only Triple-Tax Account

If your employer health plan is an HSA-eligible High-Deductible Health Plan (HDHP

— 2025 minimum annual deductible: $1,650 individual / $3,300 family), max the

HSA before contributing additional 401k dollars beyond the match. The 2025 limits

are $4,300 individual and $8,550 family, plus a $1,000 catch-up at age 55+. A

family maxing the HSA from age 35 to 65 at 7% average return accumulates

roughly $870,000 in permanently tax-free funds for medical expenses. The

strategic move: invest the HSA rather than spending it. Pay out-of-pocket for

medical expenses today, save the receipts (digitally, permanently), and reimburse

yourself from the HSA in a future year — potentially decades later. There is no IRS-

imposed deadline on HSA reimbursements. This converts the HSA into a stealth

Roth IRA. After age 65, non-medical withdrawals are taxed as ordinary income

(identical to a Traditional IRA), but medical withdrawals remain tax-free. Custodian

recommendation: Fidelity HSA (no fees, invest in any Fidelity mutual fund or ETF

with $0 minimum). Avoid employer-sponsored HSAs that charge $3–$5 monthly

maintenance fees unless your employer deposits enough to offset them.

5/15/26, 2:31 AM Tax-Advantaged Accounts Master Guide: Maximize Every Account You Have | Wingman Protocol

file:///opt/sovereign/revenue/data/published/store/tax-advantaged-accounts-master-guide/guide/index.html 4/14



3

Fund a Roth IRA Directly — or Execute the Backdoor Roth

After employer match and HSA, contribute $7,000 ($8,000 age 50+) to a Roth IRA if

your 2025 MAGI is under $150,000 single or $236,000 MFJ. Above these thresholds

(phase-out complete at $165,000/$246,000), use the backdoor Roth: contribute a

non-deductible $7,000 to a Traditional IRA, then convert to Roth immediately. The

IRS has no income limit on conversions. The process at Fidelity or Vanguard takes

three business days. Critical trap — the pro-rata rule: if you hold any pre-tax money

in any Traditional, SEP, or SIMPLE IRA on December 31 of the year you convert, the

IRS blends your after-tax and pre-tax IRA dollars proportionally. Example: $100,000

pre-tax IRA + $7,000 new non-deductible contribution = 93.5% of your conversion

is taxable. Solution: roll all pre-tax IRA funds into your current employer 401k (if the

plan accepts rollover-ins) before year-end to zero out pre-tax IRA balances. File

Form 8606 every year you make a non-deductible IRA contribution to create a

permanent paper trail of your after-tax basis. Losing this record means paying tax

twice on the same money.
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Push 401k to the Annual Employee Maximum

After match, HSA, and IRA are funded, return to the 401k and raise the deferral to

reach the $23,500 limit ($31,000 for ages 50–59 and 64+; $34,750 for ages 60–

63). At $23,500 in pre-tax contributions, a person in the 22% bracket saves $5,170

in federal income taxes annually versus contributing nothing beyond the match.

For people ages 60–63, the SECURE 2.0 super catch-up brings the potential deferral

to $34,750 — a window that exists only 4 years. If your plan allows after-tax

contributions beyond the employee limit (the Mega Backdoor Roth), you can

contribute additional after-tax dollars up to the $70,000 total plan limit, then

convert them in-plan or roll them to a Roth IRA upon distribution. Check your plan's

SPD for "after-tax employee contributions" and "in-service withdrawal" or "in-plan

Roth rollover" language. Roughly 40% of 401k plans allow after-tax contributions;

only about half of those allow in-service conversions.
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Solo 401k or SEP IRA for Any Self-Employment Income

Any net self-employment income — from freelance, consulting, a side business, or

a single-member LLC — opens access to the Solo 401k or SEP IRA. The Solo 401k

allows both an employee deferral (up to $23,500, shared across all plans) and an

employer contribution (up to 25% of net SE income after the SE tax deduction),

with the total capped at $70,000. Example: $80,000 net SE income. Adjusted for SE

tax deduction: approximately $73,656. Employee contribution: $23,500. Employer

contribution: 25% × $73,656 = $18,414. Total: $41,914 in pre-tax contributions on

$80,000 of SE income. The SEP IRA is administratively simpler (no Form 5500-EZ

until assets exceed $250,000) but permits only the employer-side contribution —

approximately 20% of net SE income using the simplified IRS calculation — so the

Solo 401k nearly always wins on contribution room. Key deadlines: Solo 401k must

be established (documents signed) by December 31 of the tax year, though

contributions can be made up to the filing deadline. SEP IRA can be opened and

funded through October 15 (with extension) of the following year, giving more

flexibility if your SE income is unpredictable.
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Fund 529 Plans and FSAs to Capture Remaining Tax Shields

After all retirement accounts are maximized, fill the remaining tax-sheltered

buckets. The Healthcare FSA ($3,300 in 2025) must be planned during open

enrollment — it cannot be changed mid-year without a qualifying life event. Run

the numbers before defaulting to the HSA-only approach: if your plan is an HSA-

eligible HDHP, you can only use a Limited Purpose FSA (vision and dental only)

alongside your HSA. If your plan is a traditional PPO, the healthcare FSA is your

only spending account option. The Dependent Care FSA ($5,000 per household)

covers daycare, after-school programs, and summer day camps for children under

13. At a combined federal plus state marginal rate of 27%, the $5,000 DCFSA saves

$1,350 per year in taxes — equivalent to a $1,350 subsidy on childcare you were

paying anyway. The 529 plan offers no federal deduction, but 35+ states provide a

state income tax deduction or credit for contributions to any 529 plan, not just the

home state's plan. Calculate the after-fee, after-deduction return before choosing

between your state plan and a low-cost alternative like Utah's my529 or Nevada's

Vanguard plan. Under SECURE 2.0, unused 529 funds (after 15 years) can be rolled

to a Roth IRA for the beneficiary, up to a $35,000 lifetime limit, subject to the

annual Roth IRA contribution limit.

3. Key Worksheets & Checklists

These three worksheets translate strategy into action. Fill them in order: limits and gaps

first, then priority sequence for your specific situation, then asset location to minimize

tax drag in your existing portfolio. Revisit every January when new limits are announced

and anytime household income changes by more than $20,000.
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1. 2025 Contribution Limits and Your Gaps

Account 2025 Limit Your Current

Annual

Contribution

Gap

401k / 403b / 457

(employee)

$23,500 ($34,750

age 60–63)

$___ $___

Traditional or Roth

IRA

$7,000 ($8,000 age

50+)

$___ $___

HSA (individual

HDHP)

$4,300 ($5,300 age

55+)

$___ $___

HSA (family HDHP) $8,550 ($9,550 age

55+)

$___ $___

Healthcare FSA $3,300 $___ $___

Dependent Care

FSA

$5,000 $___ $___

Solo 401k (total

cap)

$70,000 $___ $___

SEP IRA 25% net SE /

$70,000

$___ $___

529 (annual gift) $18,000 per

beneficiary

$___ $___
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2. Roth vs. Traditional Breakeven Calculator

Variable Your Numbers

Current marginal federal tax rate ___% (10 / 12 / 22 / 24 / 32 / 35 / 37)

Expected marginal rate at first

withdrawal

___% (estimate based on projected

income)

If current rate > expected

withdrawal rate

→ Pre-tax (Traditional) wins. Defer at

high rate, pay at low rate.

If current rate < expected

withdrawal rate

→ Roth wins. Pay tax now at lower

rate, grow and withdraw tax-free.

If rates are within 3% of each

other

→ Roth slight edge: tax-free

compounding, no RMDs, estate

flexibility.

Roth conversion opportunity

window

Early retirement gap years before

Social Security + RMDs: convert

Traditional to Roth while income is

low. Target: fill 12% or 22% bracket

each year.

Backdoor Roth eligible? Yes if MAGI exceeds $165k single /

$246k MFJ AND no pre-tax IRA

balances on Dec 31.
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3. Asset Location Optimization Guide

Asset Type Optimal Account Why

Total US market index

(VTSAX/VTI)

Taxable brokerage Low turnover; qualified

dividends taxed at 0–

15%; unrealized gains

untaxed until sale;

foreign tax credit

available

Bonds, bond funds, CDs Traditional IRA or 401k Interest taxed as

ordinary income;

deferring prevents

annual tax drag of 22–

37% on bond yields

REITs (non-qualified

dividends)

Traditional IRA or 401k REIT dividends mostly

non-qualified; ordinary

income rates apply;

shielding eliminates the

tax drag

Small-cap value, EM

funds

Roth IRA or Roth 401k Highest expected long-

run return; all

appreciation exits

permanently tax-free;

optimal for longest

compounding window

International index with

foreign taxes paid

Taxable brokerage Foreign tax credit (Form

1116) only available in

taxable accounts; credit

is lost inside IRAs

High-growth individual

stocks

Roth IRA If a holding 10x, all

gains are tax-free in

Roth vs. fully taxable at

ordinary income rates in
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Asset Type Optimal Account Why

a Traditional IRA at

withdrawal

I-Bonds, TIPS Taxable or Traditional

IRA

I-Bonds must be held in

taxable

(TreasuryDirect); TIPS'

inflation adjustments

taxed annually —

shelter in IRA if possible

Annual account funding calendar: Jan 1 — open new backdoor Roth

contribution for current tax year. Jan 1 — raise 401k deferral percentage for new

limits. March 31 — verify HSA contributions on track. April 15 — prior-year IRA

contribution deadline. October 15 — SEP IRA funding deadline (with extension).

December 31 — Solo 401k plan establishment deadline. December 31 —

execute Roth conversions for current year.

Beneficiary designation audit: Confirm named beneficiaries on every 401k,

IRA, and HSA. A designation overrides your will. Review after marriage, divorce,

birth, or death.

Form 8606 filing: File Form 8606 every year a non-deductible IRA contribution

is made, regardless of whether a conversion follows immediately. This is your

only permanent record of after-tax basis in your IRA.

4. Common Mistakes

5/15/26, 2:31 AM Tax-Advantaged Accounts Master Guide: Maximize Every Account You Have | Wingman Protocol

file:///opt/sovereign/revenue/data/published/store/tax-advantaged-accounts-master-guide/guide/index.html 12/14



Not capturing the full employer

match

The most common and costly mistake:

contributing 3% to a plan that

matches 50% on up to 6%. You

capture $1,200 of a potential $2,550

match on an $85,000 salary. Find the

exact match formula and adjust your

deferral to the minimum that triggers

100% of the match.

Spending down the HSA

annually

An HSA spent annually is a mediocre

spending account with some tax

benefits. An HSA invested for 20 years

becomes a tax-free medical reserve

worth hundreds of thousands of

dollars. Pay small medical costs out of

pocket; keep receipts indefinitely;

invest the HSA in index funds.

Skipping the backdoor Roth

because it sounds complicated

The process is two account

transactions and one tax form per

year. High earners who skip it lose

$7,000+ of permanent Roth space

annually. At 7% growth over 25 years,

$7,000 per year becomes $473,000 of

tax-free retirement funds.

Triggering the pro-rata rule on

backdoor Roth

Converting $7,000 of after-tax IRA

contributions while holding a

$100,000 pre-tax rollover IRA means

93.5% of your conversion is taxable —

you pay income tax on $6,545 instead

of $0. The fix: roll pre-tax IRA funds

into your employer 401k before year-

end to clear your IRA to $0.
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Holding bonds in taxable

accounts

A 4% bond yield in a taxable account

costs 0.88% per year in federal taxes

at the 22% rate — every year,

regardless of whether you sell. Bonds

belong in tax-deferred accounts;

broad-market index funds belong in

taxable. This single swap can save

hundreds of dollars annually in drag.

Choosing a SEP IRA over a Solo

401k when self-employed

For a self-employed person earning

$60,000 of net income, a SEP IRA

allows roughly $11,100 (20% of

adjusted net SE income), while a Solo

401k allows $23,500 in employee

deferrals plus the same employer-side

amount — over double the tax

deduction. The SEP IRA also blocks the

backdoor Roth via pro-rata rules

unless balanced are rolled out.

5. Next Steps

Fill in Worksheet 1 today with your current annual contributions and calculate the gap to

maximum for each account. Pick the highest-priority unfunded account and model the

paycheck impact of increasing your deferral — a $500/month increase in pre-tax 401k

contributions typically reduces take-home pay by $390/month at the 22% rate. If you

have self-employment income, open a Solo 401k before December 31 even if you fund it

next spring. File Form 8606 this tax season if you have ever made a non-deductible IRA

contribution without filing it. Pair this guide with the Roth Conversion Ladder Planner to

build a tax-free income strategy for early retirement, and the HSA Triple Tax Guide for the

full HSA investment protocol with specific fund recommendations.
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