4038 DEFINITION ECONOMICS

40 3B DEFINITION ECONOMICS REFERS TO A SPECIFIC TYPE OF RETIREMENT SAVINGS PLAN DESIGNED PRIMARILY FOR EMPLOYEES OF
NON-PROFIT ORGANIZATIONS, EDUCATIONAL INSTITUTIONS, AND CERTAIN GOVERNMENT ENTITIES. THIS ARTICLE WILL PROVIDE A
COMPREHENSIVE UNDERSTANDING OF THE 403(3) PLAN, ITS ECONOMIC IMPLICATIONS, AND HOW IT FITS INTO THE BROADER
LANDSCAPE OF RETIREMENT SAVINGS. WE WILL EXPLORE ITS DEFINITION, ADVANTAGES, DISADVANTAGES, AND THE TAX BENEFITS
ASSOCIATED WITH IT. ADDITIONALLY, WE WILL DISCUSS HOW THE 403(8) PLAN COMPARES TO OTHER RETIREMENT SAVINGS
OPTIONS AND ITS ROLE IN ECONOMICS. UNDERSTANDING THESE ASPECTS IS CRUCIAL FOR INDIVIDUALS MAKING INFORMED
DECISIONS ABOUT THEIR RETIREMENT STRATEGIES.

THIS ARTICLE WILL COVER THE FOLLOWING TOPICS:

 THe DeriniTion oF 403(g)

¢ THe Economic IMPoRTANCE oF 403(g) PLANS

o ADVANTAGES oF 403(g) PLANS

¢ DisaDVANTAGES ofF 403(8) PLANS

o TAx BeneriTs oF 403(g) PLANS

e 403(g) PLANS CoMPARED TO OTHER RETIREMENT PLANS

o CONCLUSION

THe DeriniTion oF 403(g)

THE 403(8) PLAN IS A RETIREMENT SAVINGS PLAN THAT ALLOWS EMPLOYEES OF QUALIFYING ORGANIZATIONS TO SET ASIDE A
PORTION OF THEIR SALARY ON A TAX-ADVANTAGED BASIS. NAMED AFTER THE SECTION OF THE INTERNAL REVENUE CODE UNDER
WHICH IT WAS ESTABLISHED, THE 403(3) PLAN IS SIMILAR TO THE MORE WIDELY KNOWN 401 (K> PLAN BUT IS SPECIFICALLY

TAILORED FOR EMPLOYEES WORKING IN NON-PROFIT SECTORS, PUBLIC SCHOOLS, AND CERTAIN GOVERNMENTAL ORGANIZATIONS.

EMPLOYEES CONTRIBUTE TO THEIR 403(8) ACCOUNTS THROUGH PAYROLL DEDUCTIONS, AND THESE CONTRIBUTIONS CAN BE
MADE WITH PRE-TAX INCOME, WHICH REDUCES THE EMPLOYEE'S TAXABLE INCOME FOR THE YEAR. THE FUNDS IN A 403(3)
ACCOUNT CAN BE INVESTED IN A VARIETY OF OPTIONS, INCLUDING MUTUAL FUNDS, STOCKS, AND BONDS, ALLOWING FOR
POTENTIAL GROWTH OVER TIME.

THE Economic IMPORTANCE oF 403(B) PLANS

403(8) PLANS PLAY A SIGNIFICANT ROLE IN THE ECONOMICS OF RETIREMENT PLANNING, PARTICULARLY FOR THOSE WHO WORK
IN NON-PROFIT OR EDUCATIONAL SECTORS. W/ITH A SIGNIFICANT PORTION OF THE WORKFORCE EMPLOYED BY THESE
ORGANIZATIONS, UNDERSTANDING THE ECONOMIC IMPACT OF 403(8) PLANS IS CRUCIAL FOR BOTH EMPLOYEES AND EMPLOYERS.

FROM AN ECONOMIC PERSPECTIVE, 403(8) PLANS CONTRIBUTE TO THE FINANCIAL SECURITY OF EMPLOYEES DURING RETIREMENT.
THEY ENCOURAGE SAVINGS AND INVESTMENT, WHICH CAN LEAD TO INCREASED FINANCIAL INDEPENDENCE AND REDUCED RELIANCE
ON SOCIAL SECURITY. FURTHERMORE, THEY HELP STIMULATE THE ECONOMY BY CHANNELING FUNDS INTO VARIOUS INVESTMENT
VEHICLES, PROMOTING MARKET GROW TH.



AbvaNTAGES oF 403(B) PLANS

THERE ARE SEVERAL BENEFITS ASSOCIATED WITH 403(8) PLANS THAT MAKE THEM AN ATTRACTIVE OPTION FOR ELIGIBLE
EMPLOYEES. UNDERSTANDING THESE ADVANTAGES CAN HELP INDIVIDUALS MAXIMIZE THEIR RETIREMENT SAVINGS.

o TAx-DererrReD GROWTH: CONTRIBUTIONS TO A 403(8) PLAN ARE MADE WITH PRE-TAX DOLLARS, ALLOWING FOR
TAX-DEFERRED GROW TH ON THE INVESTED FUNDS UNTIL WITHDRAWAL.

® EMPLOYER CONTRIBUTIONS: MANY EMPLOYERS OFFER MATCHING CONTRIBUTIONS, WHICH CAN SIGNIFICANTLY BOOST
RETIREMENT SAVINGS.

¢ HigHER CoNTRIBUTION LIMITS: 403(B) PLANS OFTEN HAVE HIGHER CONTRIBUTION LIMITS COMPARED TO TRADITIONAL
IRAS, ALLOWING PARTICIPANTS TO SAVE MORE FOR RETIREMENT.

* RoTH OpTIoNs: SoMe 403(B) PLANS OFFER A ROTH OPTION, ALLOWING EMPLOYEES TO MAKE AFTER-TAX
CONTRIBUTIONS, WHICH CAN BE WITHDRAWN TAX-FREE IN RETIREMENT.

DisabvanTAGES oF 403(B) PLANS

W/HILE 403(8) PLANS OFFER NUMEROUS ADVANTAGES, THERE ARE ALSO CERTAIN DRAWBACKS THAT POTENTIAL PARTICIPANTS
SHOULD CONSIDER. BEING AWARE OF THESE DISADVANTAGES WILL AID IN MAKING INFORMED RETIREMENT PLANNING DECISIONS.

o LiMiTED INVESTMENT CHOICES: COMPARED TO OTHER RETIREMENT PLANS, 403(B) PLANS MAY OFFER A MORE LIMITED
SELECTION OF INVESTMENT OPTIONS, POTENTIALLY HINDERING GROW TH OPPORTUNITIES.

o WITHDRAWAL PENALTIES: EARLY WITHDRAWALS BEFORE AGE 591/2 MAY INCUR PENALTIES AND TAXES, WHICH CAN
REDUCE THE OVERALL SAVINGS.

o Fees: SoMme 403(8) PLANS MAY HAVE HIGHER FEES ASSOCIATED WITH THE INVESTMENT OPTIONS, IMPACTING THE NET
RETURNS OF THE ACCOUNT.

Tax BeneriTs ofF 403(B) PLANS

ONE OF THE PRIMARY ATTRACTIONS OF 403(8) PLANS IS THE TAX BENEFITS THEY OFFER. UNDERSTANDING THESE TAX
ADVANTAGES IS VITAL FOR MAXIMIZING RETIREMENT SAVINGS.

CONTRIBUTIONS TO A 403(8) PLAN ARE MADE ON A PRE-TAX BASIS, WHICH LOWERS THE EMPLOYEE'S TAXABLE INCOME FOR
THE YEAR OF CONTRIBUTION. THIS MEANS THAT NOT ONLY DOES THE EMPLOYEE SAVE FOR RETIREMENT, BUT THEY ALSO REDUCE
THEIR CURRENT TAX LIABILITY. ADDITIONALLY, FUNDS WITHIN THE ACCOUNT GROW TAX-DEFERRED, MEANING THAT TAXES ARE
NOT PAID UNTIL THE MONEY IS WITHDRAWN, TYPICALLY DURING RETIREMENT WHEN THE INDIVIDUAL MAY BE IN A LOWER TAX
BRACKET.

ANOTHER IMPORTANT TAX BENEFIT IS RELATED TO THE ROTH 403(3) opPTION. CONTRIBUTIONS TO A ROTH ACCOUNT ARE
MADE WITH AFTER-TAX DOLLARS, BUT QUALIFIED WITHDRAW ALS DURING RETIREMENT ARE TAX-FREE. THIS CAN BE
PARTICULARLY ADVANTAGEOUS FOR INDIVIDUALS WHO EXPECT TO BE IN A HIGHER TAX BRACKET DURING RETIREMENT.



403(B) PLaNs CoMPARED TO OTHER RETIREMENT PLANS

\W/HEN CONSIDERING RETIREMENT SAVINGS OPTIONS, IT IS HELPFUL TO COMPARE 403(B) PLANS WITH OTHER TYPES OF
RETIREMENT ACCOUNTS, SUCH AS 40 1(k) PLANS AND IRAS.

\WHiLe BoTH 403(8) AND 40 1(k) PLANS ALLOW FOR TAX-DEFERRED CONTRIBUTIONS, THE PRIMARY DIFFERENCE LIES IN THE
TYPES OF EMPLOYERS THAT OFFER THEM. 40 1(K) PLANS ARE TYPICALLY AVAILABLE THROUGH FOR-PROFIT COMPANIES,
WHEREAS 403(B) PLANS ARE DESIGNED FOR EMPLOYEES OF NON-PROFIT ORGANIZATIONS AND PUBLIC INSTITUTIONS.
ADDITIONALLY, 403(8) PLANS MAY HAVE DIFFERENT INVESTMENT OPTIONS AND CONTRIBUTION LIMITS COMPARED TO 40 1(k)
PLANS.

IN comMpARISON TO IRAS, 403(8) PLANS OFTEN ALLOW FOR HIGHER CONTRIBUTION LIMITS, MAKING THEM A MORE ATTRACTIVE
OPTION FOR HIGHER EARNERS. MOREOVER, IRAS HAVE INCOME LIMITS THAT AFFECT THE ABILITY TO CONTRIBUTE, WHEREAS
403(B) PLANS DO NOT HAVE SUCH RESTRICTIONS BASED ON INCOME.

CoNcCLUSION

THE 403(8) PLAN IS A VITAL FINANCIAL TOOL FOR MANY EMPLOYEES IN THE NON-PROFIT AND EDUCATIONAL SECTORS,
PROVIDING THEM WITH A MEANS TO SAVE FOR RETIREMENT WHILE ENJOYING SIGNIFICANT TAX BENEFITS. UNDERSTANDING THE
ADVANTAGES AND DISADVANTAGES OF 403(8) PLANS, ALONG WITH THEIR ROLE IN THE BROADER ECONOMIC LANDSCAPE, IS
ESSENTIAL FOR INDIVIDUALS LOOKING TO SECURE THEIR FINANCIAL FUTURE. BY EVALUATING HOW 403(8) PLANS COMPARE TO
OTHER RETIREMENT OPTIONS, EMPLOYEES CAN MAKE INFORMED DECISIONS THAT ALIGN WITH THEIR LONG-TERM FINANCIAL GOALS.

Q: WHAT i1s A 403(B) PLAN?

A: A 403(8) PLAN IS A TAX-ADVANTAGED RETIREMENT SAVINGS PLAN AVAILABLE TO EMPLOYEES OF NON-PROFIT
ORGANIZATIONS, PUBLIC SCHOOLS, AND CERTAIN GOVERNMENTAL ENTITIES, ALLOWING THEM TO SAVE FOR RETIREMENT THROUGH
PRE-TAX CONTRIBUTIONS.

Q: WHo Is ELIGIBLE FOR A 403(B) PLANP

A: ELIGIBILITY FOR A 403(8) PLAN TYPICALLY INCLUDES EMPLOYEES OF TAX-EXEMPT ORGANIZATIONS, PUBLIC EDUCATIONAL
INSTITUTIONS, AND SOME GOVERNMENTAL UNITS. SPECIFIC ELIGIBILITY CRITERIA MAY VARY BY EMPLOYER.

Q: WHAT ARE THE CONTRIBUTION LIMITS FOR A 403(8) PLAN?

A: For 2023, THE CONTRIBUTION LIMIT FOR A 403(8) PLAN IS $22,500 FOR INDIVIDUALS UNDER 50 YEARS OLD. THOSE
AGED 50 AND OVER CAN CONTRIBUTE AN ADDITIONAL CATCH-UP AMOUNT oF $7,500, BRINGING THE TOTAL To $30,000.

Q: ARE THERE ANY PENALTIES FOR EARLY WITHDRAWAL FROM A 403(B) PLAN?

A: YES, EARLY WITHDRAWALS FROM A 403(B) PLAN BEFORE THE AGE OF 594 MAY INCUR A 10% PENALTY IN ADDITION TO
REGULAR INCOME TAXES ON THE AMOUNT WITHDRAWN.

Q: CAN | RoLL oVER A 403(8) PLAN TO ANOTHER RETIREMENT ACCOUNT?

A: YES, YOU CAN ROLL OVER A 403(B) PLAN TO ANOTHER QUALIFIED RETIREMENT ACCOUNT, SUCH AS AN IRA OR ANOTHER
401(k) or 403(B) PLAN, WITHOUT INCURRING TAXES IF DONE PROPERLY.



Q: WHAT INVESTMENT OPTIONS ARE AVAILABLE IN A 403(8) PLAN?

A: INVESTMENT OPTIONS IN A 403(8) PLAN MAY INCLUDE MUTUAL FUNDS, ANNUITIES, AND OTHER INVESTMENT VEHICLES,
ALTHOUGH THE SPECIFIC OFFERINGS CAN VARY BY PLAN PROVIDER.

Q: WHAT IS THE DIFFERENCE BETWEEN A TRADITIONAL AND A RoTH 403(g)?

A: A TRADITIONAL 403(8) ALLOWS FOR PRE-TAX CONTRIBUTIONS, REDUCING TAXABLE INCOME IN THE YEAR OF
CONTRIBUTION, WHILE A RoTH 403(8) INVOLVES AFTER-TAX CONTRIBUTIONS, ALLOWING FOR TAX-FREE WITHDRAWALS IN
RETIREMENT.

Q: How poes A 403(B) PLAN BENEFIT EMPLOYERS?

A: OFFERING A 403(8) PLAN CAN HELP EMPLOYERS ATTRACT AND RETAIN TALENT BY PROVIDING A VALUABLE BENEFIT THAT
AIDS EMPLOYEES IN PLANNING FOR RETIREMENT, THEREBY ENHANCING OVERALL JOB SATISFACTION AND LOYALTY.

Q: CAN SELF-EMPLOYED INDIVIDUALS PARTICIPATE IN A 403(8) PLAN?

A: GENERALLY, SELF-EMPLOYED INDIVIDUALS ARE NOT ELIGIBLE FOR A 403(8) PLAN UNLESS THEY WORK FOR A QUALIFYING
ORGANIZATION. THEY MAY CONSIDER OTHER RETIREMENT OPTIONS SUCH AS A SoLo 40 1(k) or SEP IRA.

Q: WHAT HAPPENS To MY 403(B) ACCOUNT IF | CHANGE JOBS?

A:lF you CHANGE JOBS, YOU CAN LEAVE YOUR 403(8) ACCOUNT WITH YOUR PREVIOUS EMPLOYER, ROLL IT OVER TO A NEW
EMPLOYER'S RETIREMENT PLAN, OR TRANSFER IT TO AN |RA/ DEPENDING ON YOUR PREFERENCES AND THE OPTIONS AVAILABLE.
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