PART ll: CoMPARING RETIREMENT PLANS.HoLLY RICHARDS HAS
JusT GRADUATED FROM CoLLEGE AND IS CONSIDERING

PART Il: CoMPARING RETIREMENT PLANS. HoLLY RICHARDS HAS JusT GRADUATED FROM CoLLEGE AND IS CONSIDERING

GRADUATING FROM COLLEGE MARKS A PIVOTAL MILESTONE IN LIFE/SJOURNEYI OPENING DOORS TO NEW CAREER OPPORTUNITIES
AND FINANCIAL INDEPENDENCE. AS HOLLY RICHARDS EMBARKS ON HER PROFESSIONAL PATH, ONE OF THE MOST CRITICAL
DECISIONS SHE FACES IS PLANNING FOR HER FINANCIAL FUTURE—PARTICULARLY, CHOOSING THE RIGHT RETIREMENT PLAN. WITH A
VARIETY OF OPTIONS AVAILABLE, UNDERSTANDING THE STRENGTHS, LIMITATIONS, AND SUITABILITY OF EACH PLAN IS ESSENTIAL
FOR BUILDING A SECURE RETIREMENT. THIS ARTICLE PROVIDES A COMPREHENSIVE COMPARISON OF THE MOST COMMON RETIREMENT
PLANS, EQUIPPING HoLLY AND OTHERS IN HER POSITION WITH THE KNOWLEDGE NEEDED TO MAKE INFORMED DECISIONS.

UNDERSTANDING THE IMPORTANCE OF RETIREMENT PLANNING FOR RECENT
GRADUATES

STARTING TO SAVE FOR RETIREMENT EARLY IN YOUR CAREER OFFERS NUMEROUS ADVANTAGES. COMPOUND INTEREST MEANS
THAT EVEN SMALL CONTRIBUTIONS MADE IN YOUR 20S CAN GROW SUBSTANTIALLY OVER DECADES. FOR RECENT GRADUATES
LIKE HOLLY, ESTABLISHING A RETIREMENT PLAN NOW CAN SET THE FOUNDATION FOR A COMFORTABLE FUTURE, REDUCE TAX
LIABILITIES, AND PROVIDE FINANCIAL SECURITY.

KEY REASONS WHY YOUNG PROFESSIONALS SHOULD PRIORITIZE RETIREMENT PLANNING INCLUDE:

- TIME ADVANTAGE: THE EARLIER YOU START, THE MORE YOUR INVESTMENTS BENEFIT FROM COMPOUND GROW TH.
- Lower CONTRIBUTIONS NEEDED: STARTING EARLY REDUCES THE AMOUNT YOU NEED TO SAVE MONTHLY.

- TAX BENEFITS: MANY RETIREMENT ACCOUNTS OFFER TAX ADVANTAGES THAT ENHANCE SAVINGS.

- EsTABLISHING Goob FINANCIAL HABITS: EARLY PLANNING ENCOURAGES DISCIPLINED SAVING AND INVESTMENT.

TyPes ofF RETIREMENT PLANS AVAILABLE TO RECENT GRADUATES

\/HEN CONSIDERING RETIREMENT PLANS, IT'S ESSENTIAL TO UNDERSTAND THE TYPES AVAILABLE, EACH WITH UNIQUE FEATURES
TAILORED TO DIFFERENT EMPLOYMENT SITUATIONS AND FINANCIAL GOALS.

EMPLOYER-SPONSORED RETIREMENT PLANS

MANY EMPLOYERS OFFER RETIREMENT SAVINGS OPTIONS, OFTEN WITH MATCHING CONTRIBUTIONS, MAKING THEM HIGHLY
ATTRACTIVE FOR EARLY CAREER PROFESSIONALS.

COMMON OPTIONS INCLUDE:

- 401(k) PLANS: AVAILABLE THROUGH PRIVATE SECTOR EMPLOYERS, THESE PLANS ALLOW EMPLOYEES TO CONTRIBUTE A
PORTION OF THEIR SALARY PRE-TAX, WITH POTENTIAL EMPLOYER MATCHING.

- 403(8) PLANS: SMILAR TO 40 1(k)S BUT DESIGNED FOR EMPLOYEES OF NON-PROFIT ORGANIZATIONS, SCHOOLS, AND
CERTAIN GOVERNMENT AGENCIES.

- SIMPLE IRA: SUITABLE FOR SMALL BUSINESSES, OFFERING SIMPLIFIED ADMINISTRATION AND LOWER CONTRIBUTION LIMITS.
- SEP IRA: PRIMARILY FOR SELF-EMPLOYED INDIVIDUALS AND SMALL BUSINESS OWNERS, ALLOWING HIGHER CONTRIBUTION



LIMITS.

INDIVIDUAL RETIREMENT AccounTs (IRAS)

IRAS ARE PERSONAL RETIREMENT SAVINGS ACCOUNTS THAT OFFER FLEXIBILITY AND TAX ADVANTAGES INDEPENDENT OF
EMPLOYER SPONSORSHIP.

TYPES INCLUDE:

- TRADITIONAL IRA: CONTRIBUTIONS MAY BE TAX-DEDUCTIBLE, AND EARNINGS GROW TAX~-DEFERRED UNTIL WITHDRAWAL.
- RoTH IRA: CONTRIBUTIONS ARE MADE WITH AFTER-TAX DOLLARS, BUT WITHDRAWALS IN RETIREMENT ARE TAX-FREE,
PROVIDED CERTAIN CONDITIONS ARE MET.

SELF-EMPLOYED RETIREMENT PLANS

FOR RECENT GRADUATES WORKING AS FREELANCERS OR ENTREPRENEURS, OPTIONS INCLUDE!:

- SoLo 40 1(k): OFFERS HIGH CONTRIBUTION LIMITS AND THE ABILITY TO CONTRIBUTE BOTH AS AN EMPLOYEE AND EMPLOYER.
- SEP IRA: EASY TO SET UP AND MANAGE, ALLOWING SIGNIFICANT TAX-DEFERRED CONTRIBUTIONS.

CoMPARATIVE ANALYSIS OF RETIREMENT PLANS

To AsSIST HoLLY RICHARDS IN SELECTING THE MOST SUITABLE RETIREMENT PLAN, A DETAILED COMPARISON BASED ON KEY
FACTORS IS ESSENTIAL.

CoNTRIBUTION LIMITS

| PLan Tyre | ANNUAL ConTriBUTION LiMiT (2023) | NoTEs |

-

| 401(x) | $22,500 (uUnper AGE 50) | ADDITIONAL CATCH-UP CONTRIBUTIONS ALLOWED AFTER AGE 50 |

| RoTH IRA / TraDITIONAL IRA | $6,500 (Unper Ace 50) | PLus $1,000 cATcH-UP IF over 50 |

| SoLo 401(k) | Up TO $66,000 (INCLUDING EMPLOYEE AND EMPLOYER CONTRIBUTIONS) | HIGHER LIMITS FOR SELF-EMPLOYED
INDIVIDUALS |

| SEP IRA | Up TO 25% oF COMPENSATION, UP TO $66,000 | FLEXIBLE CONTRIBUTION OPTIONS |

IMPLICATION: FOR EARLY CAREER PROFESSIONALS LIKE HoLLY, IRAS AND 40 1 (k)s PROVIDE MANAGEABLE CONTRIBUTION
LEVELS, WITH THE POTENTIAL FOR INCREASED SAVINGS AS INCOME GROWS.

TAX ADVANTAGES

| PLAN TyPe | TAX TREATMENT | ADVANTAGES

| TRADITIONAL IRA | TAX-DEDUCTIBLE CONTRIBUTIONS; TAXED UPON WITHDRAWAL | IMMEDIATE TAX BENEFIT, TAXES DEFERRED
ON EARNINGS |

| RoTH IRA | CONTRIBUTIONS MADE POST-TAX; TAX-FREE WITHDRAWALS | NO TAX ON QUALIFIED WITHDRAWALS, FLEXIBLE
ESTATE PLANNING |



| 407(k) | PRE-TAX CONTRIBUTIONS; TAXED UPON WITHDRAWAL | REDUCES CURRENT TAXABLE INCOME, EMPLOYER MATCH CAN
ACCELERATE GROWTH |

| SEP IRA / SoLo 401(k) | PRE-TAX CONTRIBUTIONS; TAXED UPON WITHDRAWAL | SUITABLE FOR SELF-EMPLOYED, HIGHER
CONTRIBUTION LIMITS |

IMPLICATION: ROTH IRAS ARE ESPECIALLY ATTRACTIVE FOR YOUNG EARNERS EXPECTING TO BE IN A HIGHER TAX BRACKET
LATER, WHILE TRADITIONAL PLANS BENEFIT THOSE SEEKING IMMEDIATE TAX RELIEF.

INVESTMENT OPTIONS AND FLEXIBILITY

| PLan Type | INvesTMENT ConTroL | FLEXIBILITY | NoTEs |

b

| IRA (TrADITIONAL § ROTH) | HigH | HiGH | CHOOSE FROM A WIDE RANGE OF INVESTMENTS SUCH AS STOCKS, BONDS, MUTUAL
FUNDS |

| 401(k) | LIMITED TO EMPLOYER PLAN OPTIONS | MODERATE | INVESTMENT CHOICES DEPEND ON EMPLOYER OFFERINGS

| SoLo 40 1(k) | HigH | HiGH | SMILAR To IRAS, WITH BROADER INVESTMENT OPTIONS

| SEP IRA | HigH | MODERATE | INVESTMENT CHOICES DEPEND ON PROVIDER

IMPLICATION: IRAS GENERALLY OFFER GREATER INVESTMENT FLEXIBILITY, BENEFICIAL FOR THOSE WANTING TO CUSTOMIZE THEIR
PORTFOLIOS.

ACCESSIBILITY AND EASE OF SETUP

| PLAN TyPE | EASE OF SETUP | MAINTENANCE | NOTES |

A

| IRA | Easy | Low | CAN BE OPENED ONLINE WITHIN MINUTES |

| 401(k) | MoperATE | MODERATE | USUALLY REQUIRES EMPLOYER ENROLLMENT OR HR INVOLVEMENT
| SoLo 401(k) | MODERATE | MODERATE | SELF-ESTABLISHED, REQUIRES MORE PAPERWORK |

| SEP IRA | EAsy | Low | SIMPLE TO ESTABLISH AND MAINTAIN |

IMPLICATION: FOR RECENT GRADUATES SEEKING STRAIGHTFORW ARD SETUP, IRAS ARE OFTEN THE EASIEST STARTING POINT.

ReEQUIRED MINIMUM DisTrIBUTIONS (RMDS)

| PLan Type | RMDs ReQUIRED | STARTING Ace | NoTEs |

A

| TraDITIONAL IRA | YES | 72 | RMDsS Are MANDATORY, POTENTIALLY IMPACTING RETIREMENT PLANNING

| RoTH IRA | No | N/A | No RMDS DURING THE OWNER’S LIFETIME |

| 407(k) | Yes | 72 | SMILAR ToO TRADITIONAL IRAS; CAN BE AVOIDED WITH ROTH OPTIONS OR BY LEAVING EMPLOYER
| SEP IRA / SoLo 401(k) | Yes | 72 | SAME AS TRADITIONAL PLANS |

IMPLICATION: ROTH IRAS OFFER THE ADVANTAGE OF NO RMDS, PROVIDING FLEXIBILITY IN ESTATE PLANNING.

FAcTOrSs ToO ConsIDER WHEN CHOOSING A RETIREMENT PLAN

HoLLY SHOULD EVALUATE HER CURRENT FINANCIAL SITUATION, EMPLOYMENT STATUS, AND FUTURE GOALS TO DETERMINE THE
BEST PLAN. KEY CONSIDERATIONS INCLUDE:

- EMPLOYMENT TYPE: IS SHE EMPLOYED FULL-TIME, PART-TIME, SELF-EMPLOYED, OR FREELANCING?



- INcoME LEVEL: HIGHER INCOME MAY ALLOW FOR MAXIMIZING CONTRIBUTIONS IN CERTAIN PLANS.

- TAX STRATEGY: DOES SHE PREFER IMMEDIATE TAX DEDUCTIONS OR TAX-FREE WITHDRAWALS?

- INVESTMENT CONTROL: HOW MUCH FLEXIBILITY DOES SHE WANT IN CHOOSING INVESTMENTS?

- ConTRrIBUTION CAPACITY: CAN SHE CONTRIBUTE MORE NOW OR PLAN TO INCREASE CONTRIBUTIONS GRADUALLY?
- FUTURE FLEXIBILITY: DOES SHE WANT TO AVOID RMDS OR PLAN TO LEAVE FUNDS UNTOUCHED?

CASE SCeNARIOS FOR HoLLY RICHARDS

TO CLARIFY HER OPTIONS, HERE ARE TYPICAL SCENARIOS HOLLY MIGHT CONSIDER:

Scenario 1: FuLL-TiMe EMPLOYEE AT A CoMPANY OFFERING 40 1(k)

- ADVANTAGES: ACCESS TO EMPLOYER MATCH, AUTOMATIC PAYROLL DEDUCTIONS, TAX DEFERRAL.
- RecoMMENDATION: CONTRIBUTE AT LEAST ENOUGH TO MAXIMIZE EMPLOYER MATCH; CONSIDER RoTH 401 (k) IF SHE EXPECTS
TO BE IN A HIGHER TAX BRACKET LATER.

SCENARIO 2: FREELANCER OR SELF-EMPLOYED

- ADVANTAGES: FLEXIBILITY TO CHOOSE HIGH-CONTRIBUTION PLANS LIkE SoLo 40 1(k) or SEP IRA.
- ReEcoMMENDATION: EsTABLISH A SoLo 40 1(k) FOR HIGHER CONTRIBUTION LIMITS; CONSIDER ROTH OPTIONS FOR TAX-FREE
GROWTH.

ScenArio 3: LIMITED INcOME Now, EXPECTING HIGHER EARNINGS LATER

- ADVANTAGES: ROTH IRA ALLOWS HER TO PAY TAXES NOW AT A LOWER RATE.
- RECOMMENDATION: START WITH A ROTH IRA; CONSIDER CONVERTING TO TRADITIONAL LATER WHEN INCOME IS HIGHER.

STRATEGIES FOR MAXIMIZING RETIREMENT SAVINGS AS A RECENT GRADUATE

HoLLY CAN ADOPT SEVERAL STRATEGIES TO OPTIMIZE HER RETIREMENT PLANNING:

. START EARLY: EVEN SMALL CONTRIBUTIONS BENEFIT FROM LONG-TERM GROW TH.

. AUTOMATE SAVINGS: SET UP AUTOMATIC TRANSFERS TO HER RETIREMENT ACCOUNT.

. TAKE ADVANTAGE OF EMPLOYER MATCH: CONTRIBUTE ENOUGH TO RECEIVE FULL MATCHING CONTRIBUTIONS.
. DIVERSIFY INVESTMENTS: SPREAD INVESTMENTS ACROSS ASSET CLASSES TO MANAGE RISK.

. INcREASE CONTRIBUTIONS OVER TIME: AS INCOME GROWS, INCREASE SAVINGS RATE.

. MONITOR AND ADJUST: REGULARLY REVIEW HER PORTFOLIO AND ADJUST CONTRIBUTIONS AS NEEDED.

. LEVERAGE TAX ADVANTAGES: CHOOSE PLANS ALIGNED WITH HER CURRENT AND FUTURE TAX SITUATION.

NG OB OON —



ConNcrusioN; MAKING THE RIGHT CHOICE FOR A SECURE RETIREMENT

For HoLLY RICHARDS, THE DECISION ON WHICH RETIREMENT PLAN TO PURSUE HINGES ON HER EMPLOYMENT STATUS, INCOME
LEVEL, TAX PREFERENCES, AND LONG-TERM GOALS. \WHETHER SHE OPTS FOR AN EMPLOYER-SPONSORED 40 1(k), AN IRA, or A
SELF-EMPLOYED PLAN, THE CRITICAL FACTOR IS TO START EARLY AND REMAIN CONSISTENT.

BY UNDERSTANDING THE NUANCES OF EACH PLAN TYPE—CONTRIBUTION LIMITS, TAX

FREQUENTLY ASkeD QUESTIONS

WHAT FACTORS SHOULD HoLLY RICHARDS CONSIDER WHEN COMPARING DIFFERENT
RETIREMENT PLANS?

HoLLY SHOULD CONSIDER FACTORS SUCH AS CONTRIBUTION LIMITS, EMPLOYER MATCHING, TAX ADVANTAGES, INVESTMENT
OPTIONS, FEES, AND HER EXPECTED RETIREMENT AGE WHEN COMPARING RETIREMENT PLANS.

How poes A 40 1(k) PLAN DIFFER FROM AN IRA, AND WHICH MIGHT BE BETTER FOR
HoLLY AS A RECENT GRADUATE?

A 401 (K) IS EMPLOYER-SPONSORED WITH HIGHER CONTRIBUTION LIMITS AND POTENTIAL EMPLOYER MATCHING, WHILE AN IRA
OFFERS MORE INVESTMENT FLEXIBILITY. FOR A RECENT GRADUATE LIKE HOLLY, STARTING WITH AN IRA COULD BE BENEFICIAL DUE
TO EASIER ACCESS AND LOWER FEES, BUT CONTRIBUTING TO A 401 (K) IF AVAILABLE IS ALSO ADVANTAGEOUS.

\WHAT ARE THE TAX IMPLICATIONS OF TRADITIONAL VERSUS ROTH RETIREMENT PLANS
FOR HoLLY?

TRADITIONAL PLANS OFFER TAX-DEFERRED GROWTH WITH CONTRIBUTIONS OFTEN TAX-DEDUCTIBLE, WHILE ROTH PLANS ARE
FUNDED WITH AFTER-TAX DOLLARS, ALLOWING TAX-FREE WITHDRAWALS IN RETIREMENT. HoLLY SHOULD CHOOSE BASED ON HER
CURRENT TAX SITUATION AND EXPECTED FUTURE TAX RATE.

How DOES EMPLOYER MATCHING INFLUENCE HOLLY’S DECISION WHEN CHOOSING A
RETIREMENT PLAN?

EMPLOYER MATCHING CAN SIGNIFICANTLY BOOST HOLLY’s SAVINGS, MAKING PLANS THAT OFFER MATCHING, LIKE A 401 (K),
MORE ATTRACTIVE. SHE SHOULD PRIORITIZE CONTRIBUTING ENOUGH TO GET THE FULL MATCH BEFORE EXPLORING OTHER
OPTIONS.

\WHAT ARE THE BENEFITS OF STARTING TO SAVE EARLY IN A RETIREMENT PLAN FOR
HoLLy?

STARTING EARLY ALLOWS HOLLY TO BENEFIT FROM COMPOUND INTEREST, POTENTIALLY GROWING HER SAVINGS
SUBSTANTIALLY OVER TIME WITH SMALLER CONTRIBUTIONS, LEADING TO A MORE SECURE RETIREMENT.

ARE THERE ANY PENALTIES OR RESTRICTIONS HOLLY SHOULD BE AWARE OF WHEN
WITHDRAWING FUNDS FROM HER RETIREMENT PLANS?

YES/ EARLY WITHDRAWALS (BEFORE AGE 591/2) OFTEN INCUR PENALTIES AND TAXES, EXCEPT IN SPECIFIC CIRCUMSTANCES LIKE

DISABILITY OR FIRST-TIME HOME PURCHASE WITH AN IRA. HOLLY SHOULD PLAN TO LEAVE HER FUNDS INVESTED UNTIL
RETIREMENT TO AVOID PENALTIES.



How DOES INVESTMENT DIVERSIFICATION PLAY A ROLE IN HOLLY’S RETIREMENT PLAN
CHOICES?

DIVERSIFICATION HELPS MANAGE RISK BY SPREADING INVESTMENTS ACROSS ASSET CLASSES. HOLLY SHOULD SELECT PLANS
THAT OFFER A VARIETY OF INVESTMENT OPTIONS TO BUILD A BALANCED PORTFOLIO ALIGNED WITH HER RISK TOLERANCE.

\WHAT ARE THE CONTRIBUTION LIMITS FOR RETIREMENT PLANS HOLLY SHOULD BE
AWARE OF IN HER EARLY CAREER?

For 2023, THE CONTRIBUTION LIMIT FOrR A 40 1(k) 1s $22,500, AND FOR AN IRA, IT's $6,500, WITH HIGHER LIMITS FOR
THOSE OVER 50. HOLLY SHOULD AIM TO CONTRIBUTE AS MUCH AS POSSIBLE WITHIN THESE LIMITS TO MAXIMIZE HER SAVINGS.

How CAN HOLLY EVALUATE THE LONG-TERM GROWTH POTENTIAL OF DIFFERENT
RETIREMENT PLANS?

HoLLY SHOULD ANALYZE THE HISTORICAL PERFORMANCE, FEES, AND AV AILABLE INVESTMENT OPTIONS OF EACH PLAN.
CONSULTING WITH A FINANCIAL ADVISOR CAN ALSO HELP ASSESS WHICH PLAN ALIGNS BEST WITH HER LONG-TERM GROWTH
GOALS.

WHAT STEPS SHOULD HOLLY TAKE NOW TO EFFECTIVELY COMPARE AND CHOOSE THE
BEST RETIREMENT PLAN?

HoLLY SHOULD RESEARCH PLAN FEATURES, UNDERSTAND TAX IMPLICATIONS, CONSIDER EMPLOYER BENEFITS, EVALUATE FEES,
AND ASSESS HER RETIREMENT GOALS. STARTING EARLY AND SEEKING ADVICE FROM A FINANCIAL PROFESSIONAL CAN HELP HER
MAKE AN INFORMED DECISION.

ADDITIONAL RESOURCES

PART Il: CoMPARING RETIREMENT PLANS. HoLLY RicHARDS HAS JusT GRADUATED FrROM CoLLEGE AND Is CONSIDERING

INTRODUCTION

GRADUATING FROM COLLEGE MARKS A PIVOTAL MILESTONE IN YOUNG ADULTS’ LIVES, OFTEN ACCOMPANIED BY A MIXTURE OF
EXCITEMENT, UNCERTAINTY, AND STRATEGIC PLANNING FOR THE FUTURE. ONE OF THE MOST CRUCIAL FINANCIAL DECISIONS
HoLLY RICHARDS FACES IS HOW TO EFFECTIVELY PLAN FOR HER RETIREMENT. AS SHE STEPS INTO THE W ORKFORCE,
UNDERSTANDING AND COMPARING VARIOUS RETIREMENT PLANS BECOMES ESSENTIAL TO BUILDING A SECURE FINANCIAL FUTURE.
THIS ARTICLE DELVES INTO THE INTRICATE LANDSCAPE OF RETIREMENT PLANS, PROVIDING HoLLY AND OTHER RECENT GRADUATES
WITH A COMPREHENSIVE GUIDE TO MAKING INFORMED CHOICES THAT ALIGN WITH THEIR FINANCIAL GOALS AND CIRCUMSTANCES.

THE IMPORTANCE OF EARLY RETIREMENT PLANNING

STARTING EARLY WITH RETIREMENT SAVINGS OFFERS A SIGNIFICANT ADVANTAGE THANKS TO THE POWER OF COMPOUNDING
INTEREST. HOLLY, NEWLY GRADUATED AND EARLY IN HER CAREER, HAS A UNIQUE OPPORTUNITY TO ESTABLISH A SOLID
FOUNDATION THAT CAN GROW EXPONENTIALLY OVER DECADES. THE EARLIER SHE BEGINS, THE MORE SHE CAN BENEFIT FROM TAX
ADVANTAGES, EMPLOYER CONTRIBUTIONS, AND INVESTMENT GROW TH.

Key FAacTors IN COMPARING RETIREMENT PLANS

W/HEN EVALUATING RETIREMENT OPTIONS, HoLLY MUST CONSIDER SEVERAL CRITICAL FACTORS:



- CONTRIBUTION LIMITS

- TAX TREATMENT

- INVESTMENT OPTIONS

- EMPLOYER SUPPORT

- FEes AND ExPENSES

- FLEXIBILITY AND ACCESSIBILITY
- LoNG-TERM GROWTH POTENTIAL

OVERVIEW OF MAJOR RETIREMENT PLANS AVAILABLE TO RECENT GRADUATES

HoLLY’S OPTIONS INCLUDE BOTH EMPLOYER-SPONSORED PLANS AND INDIVIDUAL PLANS SHE CAN ESTABLISH INDEPENDENTLY.
BELOW ARE THE PRIMARY TYPES RELEVANT FOR SOMEONE IN HER POSITION:

EMPLOYER-SPONSORED RETIREMENT PLANS
1. 401(k) PLANS

DerINITION: A 401 (K) PLAN IS A RETIREMENT SAVINGS ACCOUNT OFFERED BY MANY EMPLOYERS, ALLOWING EMPLOYEES TO
CONTRIBUTE A PORTION OF THEIR SALARY BEFORE TAXES ARE DEDUCTED.

ADVANTAGES:

- HiGH conTriBUTION LIMITS (UP To $22,500 IN 2023, WITH ADDITIONAL CATCH-UP CONTRIBUTIONS FOR THOSE OVER
50).

- POTENTIAL EMPLOYER MATCH (FREE MONEY).

- T AX-DEFERRED GROWTH.

DISADVANTAGES:

- LIMITED INVESTMENT OPTIONS BASED ON EMPLOYER PLAN.
- POSSIBLE ADMINISTRATIVE FEES.

CONSIDERATIONS FOR HOLLY:
IF HER EMPLOYER OFFERS A 40 1(k), ESPECIALLY WITH A MATCH, THIS SHOULD BE A PRIORITY TO MAXIMIZE HER SAVINGS EARLY.
2. 403(B) PLANS

DEFINITION: SIMILAR TO A 401 (K)/ BUT TYPICALLY AVAILABLE TO EMPLOYEES OF NON-PROFIT ORGANIZATIONS, SCHOOLS, AND
CERTAIN GOVERNMENT AGENCIES.

ADVANTAGES § DISADVANTAGES: SIMILAR TO 401 (K)S, WITH POTENTIAL DIFFERENCES IN FEE STRUCTURES AND INVESTMENT
OPTIONS.

INDIVIDUAL RETIREMENT AccoUNTS (IRAS)

3. TrRADITIONAL IRA

DEFINITION: AN ACCOUNT HOLLY CAN OPEN INDEPENDENTLY TO SAVE FOR RETIREMENT ON A TAX-DEFERRED BASIS.
ADVANTAGES:

- \WIDE RANGE OF INVESTMENT OPTIONS.
- TAX DEDUCTIONS MAY BE AVAILABLE BASED ON INCOME AND PARTICIPATION IN OTHER PLANS.

DISADVANTAGES:



- Lower conTrIBUTION LIMITS ($6,500 IN 2023, wiTH A $1,000 CATCH-UP FOR THOSE OVER 50).
- INCOME LIMITS MAY RESTRICT DEDUCTIBILITY.

4.RoTH IRA

DEFINITION: AN ACCOUNT FUNDED WITH AFTER-TAX DOLLARS, WITH TAX-FREE GROWTH AND WITHDRAWALS.
ADVANTAGES:

- TAX-FREE GROWTH AND WITHDRAWALS.

- No REQUIRED MINIMUM DISTRIBUTIONS (RMDS) DURING THE LIFETIME OF THE ACCOUNT OWNER.

- FLEXIBILITY FOR EARLY WITHDRAWALS OF CONTRIBUTIONS.

DISADVANTAGES:

- INCOME LIMITS RESTRICT ELIGIBILITY (PHASE-OUT BEGINS AT $138,000 FOR SINGLE FILERS IN 2023).
- CONTRIBUTION LIMITS ARE THE SAME AS TRADITIONAL IRAS.

Deep Dive: CoMPARING KEY FEATURES OF RETIREMENT PLANS
CONTRIBUTION LIMITS AND IMPACT

HOLLY’S CAPACITY TO SAVE EARLY HINGES ON CONTRIBUTION LIMITS. WHILE EMPLOYER PLANS LIKE 40 1(k)S OFFER HIGHER
LIMITS, IRAS PROVIDE MORE INVESTMENT CHOICES.

| PLan Type | 2023 ConTriBUTION LiMIT | CaTCH-UP ConTRIBUTIONS (50+) | NoTABLE FEATURES |
-

| 401(x) | $22,5001$7,500 | HIGHER LIMITS; EMPLOYER MATCH POSSIBLE |

| TrRaDITIONAL IRA [$6,500 | $1,000 | \W/IDE INVESTMENT OPTIONS: TAX DEDUCTIONS VARY |

| RoTH IRA | $6,500 | $1,000 | TAX-FREE WITHDRAWALS; INCOME RESTRICTIONS |

TAX TREATMENT AND FUTURE BENEFITS

- TRADITIONAL PLANS: CONTRIBUTIONS MAY BE TAX-DEDUCTIBLE, TAXES ARE PAID UPON WITHDRAW AL.
- RoTH PLANS: CONTRIBUTIONS ARE MADE WITH AFTER-TAX DOLLARS; WITHDRAWALS ARE TAX-FREE IF RULES ARE MET.

HOLLY’S CURRENT TAX BRACKET AND EXPECTED FUTURE INCOME WILL INFLUENCE WHETHER A TRADITIONAL OR ROTH IRA Is
MORE ADVANTAGEOUS.

INVESTMENT FLEXIBILITY AND OPTIONS

- IRAS GENERALLY OFFER BROADER INVESTMENT OPTIONS, INCLUDING STOCKS, BONDS, MUTUAL FUNDS, ETFs, AND
ALTERNATIVE ASSETS.

- 401(k)s AND SIMILAR PLANS MAY HAVE LIMITED OPTIONS CURATED BY THE EMPLOYER BUT SOMETIMES INCLUDE TARGET-DATE
FUNDS THAT SIMPLIFY INVESTMENT MANAGEMENT.

EMPLOYER CONTRIBUTIONS AND INCENTIVES

MATCHING CONTRIBUTIONS SIGNIFICANTLY BOOST RETIREMENT SAVINGS. FOR EXAMPLE, A 50% MATCH ON THE FIRST 6% OF
SALARY CONTRIBUTED CAN SUBSTANTIALLY ACCELERATE HOLLY’S RETIREMENT FUND GROW TH.

FEES AND EXPENSES

HIGH FEES CAN ERODE INVESTMENT RETURNS OVER TIME. HOLLY SHOULD COMPARE PLAN FEE STRUCTURES, INCLUDING
ADMINISTRATIVE COSTS, FUND EXPENSE RATIOS, AND TRANSACTION FEES.

FLEXIBILITY AND ACCESSIBILITY



- IRAS GENERALLY OFFER MORE CONTROL AND FLEXIBILITY, INCLUDING EARLY WITHDRAW AL OPTIONS (\X/ITH PENALTIES FOR
RETIREMENT-SPECIFIC ACCOUNTS).
- EMPLOYER PLANS MAY HAVE RESTRICTIONS ON WITHDRAWALS AND LOANS.

STRATEGIC CONSIDERATIONS FOR HOLLY: MAKING THE RIGHT CHOICE
STep 1: MAXIMIZE EMPLOYER BENEFITS

IF HER EMPLOYER OFFERS A PLAN WITH A MATCH, HoLLY SHOULD CONTRIBUTE ENOUGH TO SECURE THAT BENEFIT FIRST, AS IT’s
ESSENTIALLY FREE MONEY.

STeP 2: EVALUATE INCOME AND TAX SITUATION

- FOR RECENT GRADUATES WITH LOWER INCOME, RoTH IRAS CAN BE PARTICULARLY ATTRACTIVE DUE TO FAVORABLE TAX
TREATMENT AND INCOME ELIGIBILITY.
- |F HOLLY ANTICIPATES BEING IN A HIGHER TAX BRACKET LATER, TRADITIONAL PLANS MAY OFFER IMMEDIATE TAX DEDUCTIONS.

STeP 3: DIVERSIFY RETIREMENT SAVINGS

HOLLY CAN CONSIDER CONTRIBUTING TO BOTH AN EMPLOYER PLAN AND AN |IRA TO DIVERSIFY TAX STRATEGIES AND
INVESTMENT OPTIONS.

STEP 4: PLAN FOR FUTURE INCcOME CHANGES

AS HER INCOME GROWS, HOLLY MIGHT CONSIDER INCREASING HER CONTRIBUTIONS, ESPECIALLY TO CATCH UP ON RETIREMENT
SAVINGS MISSED EARLIER.

LoNG-TerM GROWTH AND THE POWER OF STARTING EARLY

HOLLY’S EARLY START CAN LEAD TO SUBSTANTIAL GROWTH OF HER RETIREMENT NEST EGG. FOR EXAMPLE, ASSUMING AN
ANNUAL RETURN OF 7%:

- CoNTRIBUTING $3,000 ANNUALLY FROM AGE 22 To 32 (10 YEARS) AND THEN STOPPING, HOLLY COULD AMASS
APPROXIMATELY $56,000.

- IF SHE CONTINUES TO CONTRIBUTE $3,000 ANNUALLY FROM AGE 22 TO 65, SHE COULD ACCUMULATE oVverR $300,000,
ILLUSTRATING THE EXPONENTIAL BENEFITS OF EARLY SAVING.

CoMMON PITEALLS AND How To AvoID THEM

- PROCRASTINATION: DELAY IN STARTING SAVINGS CAN SIGNIFICANTLY REDUCE FUTURE NEST EGG SIZE.

- |GNORING EMPLOYER MATCHES: NOT CONTRIBUTING ENOUGH TO GET FULL EMPLOYER MATCH IS AKIN TO LEAVING FREE MONEY
ON THE TABLE.

- OVERLOOKING INVESTMENT FEES: HIGH FEES CAN DIMINISH RETURNS; HoLLY SHOULD SEEK LOW-COST OPTIONS.

- LACK OF DIVERSIFICATION: RELYING TOO HEAVILY ON CERTAIN INVESTMENT TYPES OR PLANS MAY LIMIT GROWTH OR INCREASE
RISK.

CONCLUSION: HOLLY’S PATH To A SECURE RETIREMENT STARTS TODAY

For HoLLy RICHARDS, THE TRANSITION FROM RECENT GRADUATE TO A SEASONED SAVER INVOLVES UNDERSTANDING THE
NUANCES OF VARIOUS RETIREMENT PLANS AND MAKING STRATEGIC CHOICES. STARTING WITH HER EMPLOYER’S
PLAN—ESPECIALLY IF IT OFFERS A MATCH—IS THE MOST IMMEDIATE STEP. SIMULTANEOUSLY, OPENING A RoTH IRA PROVIDES



FLEXIBILITY, TAX ADVANTAGES, AND INVESTMENT DIVERSITY TAILORED TO HER CURRENT INCOME AND FUTURE OUTLOOK.
THE KEY TAKEAWAY IS THAT EARLY ACTION, INFORMED DECISIONS, AND CONSISTENT CONTRIBUTIONS ARE THE CORNERSTONES
OF BUILDING A ROBUST RETIREMENT FUND. HOLLY’S DILIGENT PLANNING TODAY WILL SET THE STAGE FOR FINANCIAL INDEPENDENCE

AND PEACE OF MIND IN HER RETIREMENT YEARS.

BY THOROUGHLY COMPARING HER OPTIONS AND LEVERAGING AV AILABLE BENEFITS, HOLLY CAN CONFIDENTLY NAVIGATE HER
RETIREMENT PLANNING JOURNEY—TRANSFORMING HER FRESH START INTO A LIFETIME OF FINANCIAL SECURITY.

END OF ARTICLE
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