403(b) Plans

Saving for Retirement Doesn’t Have to Be an
Uphill Battle.
Conquer the challenge of saving for retirement with a 403(b) plan.

Do you see saving for retirement
as an uphill battle?
It doesn’t have to be. If your employer offers a
403(b) plan, consider participating and
maximizing its features to help you save—
without the struggle.

Why a 403(b) plan?
Employer contributions
Pretax salary deferrals
Tax-deferred earnings
Broad range of investments
Portability between plans and IRAs
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When saving for retirement with a 403(b) plan, be sure you
understand the basics.
Types of Employers That Can Sponsor a
403(b) Plan

You may distribute elective deferrals from your 403(b) plan once
you meet one of the triggering events permitted under the plan,
which can include the following.

•

Public schools

•

Age 59½

•

Tax-exempt organizations

•

Death

•

Certain ministers

•

Disability

Contributions

•

Severance from employment

•

Hardship (generally deferrals only)

A 403(b) plan, also known as a tax-sheltered annuity plan, allows
for employer contributions and lets employees set aside money for
retirement through payroll deduction. Most are established as
salary deferral plans. This means that, as an employee, you may
reduce your taxable income by the amount you defer into the plan.
You may defer as much as $19,500 (or $26,000 if age 50 or older)
for 2020 and for 2021. Additional contribution amounts may
apply. Employers also may make matching or other contributions
on your behalf.

•

Qualified reservist

•

Plan termination

Some 403(b) plans allow you to make after-tax designated Roth
contributions. Roth contribution amounts are included in your
taxable income for the year of the contributions, but you won’t
have to pay tax on the Roth contribution amounts again. And,
like your deferrals and other contributions, the earnings grow
tax-deferred, and may be tax-free when distributed.

Distributions
When You Have to Pay Tax
The money in your 403(b) plan generally is not taxable until you
take it out. So when you do take a distribution, you will include
that amount in your taxable income for the year that you received
the distribution. And, if taken before you reach age 59½ without
a penalty tax exception, a 10 percent early distribution penalty tax
may apply.
If you take a distribution from your 403(b) designated Roth
account, your Roth contributions are not included in income
because they were contributed as after-tax savings. If your Roth
account distribution is qualified, any earnings will be distributed
tax-free. Distributions from designated Roth accounts are qualified
if at least five years have passed since you started making Roth
contributions and you are age 59½ or older, disabled, or deceased.

When You Can Take Money Out
To help ensure that the money you set aside in your 403(b) plan is
available for its intended purpose (your retirement), the IRS places
some limitations on when you can access the plan assets.

You also must satisfy a triggering event before withdrawing
employer contributions from your 403(b) plan. The triggering
events for employer contributions may differ from the elective
deferral events.
Keep in mind, however, that any after-tax assets (and attributable
earnings) are not subject to timing restrictions and may be
distributed at any time, plan permitting.

When You Must Take Money Out
You are required to start withdrawing certain amounts from your
403(b) plan the year you reach age 72 or, if later (and allowed by
the plan), the year you retire from the employer maintaining the
plan. Generally, you must take these required minimum
distributions (RMDs) by December 31 each year. An IRS 50 percent
penalty tax may apply if not taken timely. Consult a competent tax
advisor about whether participating in a 403(b) plan is right for you.

For More Information
Talk to us—we’ll be glad to provide
you with more information about
403(b) plans.

