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Enjoy Tax Free Retirement Income

This communication is for informational purposes only and is not intended 
to be tax, legal or accounting advice. Issues could exist that can affect the tax 
treatment of a transaction. Therefore, taxpayers should seek advice from an 
independent tax, legal or accounting advisor before acting on any information 
presented. This information cannot be used to avoid tax penalties.

A common feature of many of today’s 401(k), 403(b) and other 
workplace retirement plans is the ability to make after-tax Roth 
contributions. The primary difference between Roth and traditional 
plan contributions is the way contributions and withdrawals are 
taxed.  

Traditional contributions are made on a pre-tax basis, which means 
they are taken from your paycheck before taxes are deducted. 
This reduces your taxable income and allows you to make plan 
contributions that are greater than the reduction in your take-home 
pay. Traditional contributions and their earnings grow tax-deferred 
and are taxed as ordinary income when you withdraw them in 
retirement.  

Roth contributions are made on an after-tax basis and therefore 
provide no up-front tax advantages. Their primary advantage is that 
there are no income taxes on retirement distributions of contributions 
and their earnings. What’s more, if you transfer your Roth 401(k) or 
403(b) plan to a Roth IRA when you retire, it is not subject to required 
minimum distributions (RMD) that would begin at age 70½ if the 
assets remained in your employer’s plan.

Roth Employer Plan Versus a Roth IRA
While a Roth IRA and a Roth employer plan provide the same basic 
tax benefits, there are a few key differences. The biggest difference 
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is that 401(k) and 403(b) plans allow contributions of up to $18,000 in 2017 (up to $24,000 for those over 50), while the 2017 limit 
for IRAs is $5,500 ($6,500 for those over 50). Individuals above certain income levels are also prohibited from making Roth IRA 
contributions, while Roth employer plans have no income restrictions. On the other hand, with a Roth IRA you are free to choose 
from a wide array of investment options and are not limited to the choices available through your employer’s plan.  

Deciding Whether to Roth
If you’re younger, a lower income-earner, or looking to balance your taxable income in retirement, you may want to consider Roth 
contributions. If you’re nearing retirement or are a higher income-earner, reducing your taxable income may be more beneficial. 
Ultimately, much of the decision depends on whether you feel more comfortable paying taxes today or in retirement.

Investors should carefully consider the investment objectives, risks, charges and expenses. This and other important information is 
contained in the prospectuses or summary prospectuses, which can be obtained from your PlanMember Financial Professional and 
should be read carefully before investing. All investments may involve risk including possible loss of principal.

Asset Allocation or the use of an investment advisor does not ensure a profit nor guarantee against loss.

Representative registered with and offers only securities and advisory services through PlanMember Securities Corporation, 
a registered broker/dealer, investment advisor and member FINRA/SIPC.
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