Retirement Accounts
You Should Leverage
Your chances of winning the lottery are 1 in 175 million. The status of social
security when you retire is questionable altogether. If you want to head into
your retirement years with financial peace of mind, then you’re going to have to
forge the path yourself. Your best place to start is with one or more of the below
retirement accounts.

Traditional Individual Retirement Account (IRA)
An IRA allows you to contribute pretax income (up to a certain threshold) to an investment account, which
can grow tax-deferred, meaning you pay no taxes on principal (contributions) and earnings until funds are
withdrawn from the account. For 2017, tax-deductible contributions may be made up to $5,500 to an IRA
account. Penalty free withdrawals from your IRA can begin at age 59 1/2 and become mandatory at age 70
1/2. Translation: You’re saving money on your taxes at today’s rates, but you’ll be paying a future (possibly
higher) rate upon withdrawal.

Roth Individual Retirement Account (Roth IRA)
A Roth IRA is similar to the above Traditional IRA except that contributions are made with after-tax income
and therefore are not tax deductible. For 2017, non-tax deductible contributions may be made up to $5,500.
Contribution limits phase out above certain thresholds. There is no mandatory age for withdrawal and there are
no taxes due on principal or earnings upon withdrawal from the Roth IRA.
Translation: You’re paying taxes upfront at today’s rates, instead of paying the (possibly higher) rates in
place when you begin withdrawals.

Traditional or Roth 401(k)
A retirement account sometimes offered through an employer. The 401(k) can come with a Traditional or a
Roth option depending on your employer offerings. For 2017, tax-deductible (for a Traditional) or after-tax
(for a Roth) contributions can be made up to $18,000. Contributions are deducted automatically from your
paycheck and for the Traditional option, funds will grow tax-deferred until withdrawal. For the Roth option,
there will be no taxes on principal or earnings at withdrawal, unless you receive a company match on the Roth
contribution. Then, the funds that result from the match and associated growth will be subject to regular
income tax when distributed at retirement.

ABACUS WEALTH PARTNERS
abacuswealth.com

Retirement Accounts
You Should Leverage
403(b)
A 403(b) is similar to a 401(k) except this account will apply to employees public education organizations and
some nonprofits.
Note: For the accounts below, you have to have earned income in order to contribute. Your IRA and Roth
IRAs will be self-managed at a custodian of your choosing while your 401(k) is an employer sponsored
retirement plan.

Thrift Savings Plan (TSP)
A TSP is similar to a 401(k) except this account will apply to government employees.

457 Plan
A 457 plan operates similarity to a 401(k) and is available to state and local public employees, but can also be
offered by certain nonprofit organizations. You can opt to divert part of your salary into the plan, and the money
is automatically deducted from your paycheck before taxes are taken out. The money grows tax-deferred until
it's withdrawn. The key difference is that unlike with a 401(k) plan, there is no 10% penalty for withdrawal
before the age of 59½ (although the withdrawal is subject to ordinary income taxation).
If the 457 plan is the only one your company offers, the limits are the same as with a 401(k) -a maximum of
$18,000 in 2017. However, if your employer also offers a 401(k) or 403(b) plan, you can contribute to both
the 457 and the other plan. Moreover, you can invest up to the maximum in each account. In 2017, the limits
are $18,000 in each type of account, plus catch-up contributions -so you could make a total retirement
contribution of as much as $36,000.

Retirement Plans for Entrepreneurs
The Solo 401(k):
A Solo 401(k) is a traditional 401(k) that covers a business owner with no employees or that person and his
or her spouse. A business owner can make elective deferrals up to 100% of earned income up to an annual
maximum contribution of $18,000 in 2017 and employer non-elective contributions of 25% of compensation,
with total contributions not to exceed $54,000 for 2017.
With a Solo 401(k), you can shelter more at a lower income level than with a SEP IRA. In addition, if needed
(although not recommended), you have the option to borrow from your balance (up to a limit). There’s also
the ability to take advantage of the Roth option through employee deferrals. However, if you’re working a day
job while starting your business on the side – this account may not be your best bet if you’re already stocking
away into a 401(k) plan. Once you have over $250,000 in the plan, you’ll need to file an annual Form 5500,
so beware that there is some paperwork involved. Be sure to check on the fees involved with set up at your
custodian.
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Simplified Employee Pension (SEP) IRA
A SEP IRA is a retirement account that allows for a contribution up to 25% of each employee’s pay (and 25%
of your net self-employment income). Annual contributions are limited to the smaller of $54,000 or 25% of
compensation for 2017.
These accounts allow for a lot of flexibility as there is no requirement that you need to contribute each year,
which allows you to evaluate on an annual basis as to whether or not the funds are available and how much you
can reduce your taxes by. However, if you’re in a business that is growing and taking on employees, this plan can
get expensive as it must include all eligible employees over the age of 21, who have worked for the employer
in 3 of the last 5 years and received at least $550 in compensation throughout the year. Also, there’s no Roth
option for a SEP IRA.

Savings Incentive Match Plan for Employees (SIMPLE) IRA
A SIMPLE IRA is a retirement plan designed for and available to any small business with 100 or fewer employees
The employer is required to contribute each year either a matching contribution of 3% of compensation or 2%
non-elective contribution for each eligible employee (meaning the employer contributes even if the employee
doesn’t). An employee can contribute $12,500 in 2017.
SIMPLE IRAs are easy to set up, however if withdrawals are made from the plan within the first 2 years, the
10% penalty is increased to 25%.

Remember, when it comes to putting away money for retirement, just get started! If you have an
employer match, take advantage of the free money offered first and then to review your taxes to make
the decision on where the rest of your retirement savings should go. Your retirement funds will likely
consist of a mix-and-match with a few different account types, so don’t feel like you need to stick with
just one account. If you’ve maxed out your retirement plan options for the year, move over to saving in
a personal, after-tax account to build up your nest egg even more.

Disclosure
Abacus Wealth Partners, LLC (Abacus) is an investment adviser registered with the U.S. Securities and Exchange Commission (“SEC”),
with its principal place of business in the State of California. Registration as an investment adviser does not constitute an endorsement
of the firm by the SEC, nor does it indicate a particular level of skill, training, or ability.
This material is for educational use only. Information obtained from sources is deemed reliable, but there is no representation or warranty
as to its accuracy, completeness or reliability. All information is current as of the date of this material and is subject to change without
notice. Nothing herein should be construed as a solicitation, recommendation/investment advice, or an offer to buy, sell, or hold any
securities or other investments or to adopt any investment strategy. The investment or strategy discussed may not be suitable for all
investors. Investors must make their own decisions based on their specific investment objectives and financial circumstances.
Past performance is not indicative of future results. Readers of this information should consult their own financial advisor, lawyer,
accountant, or other advisor before making any financial decisions. More information about Abacus’ advisory services and fees can be
found in its Form ADV 2A and Client Relationship Summary (“Form CRS”), which are available free of charge and upon request.
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