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More about COMPASS Wealth Management, LLC

COMPASS Wealth Management,
LLC is a client-focused wealth
management firm dedicated to
providing superior advice to
individuals, families, and
corporate retirement plans.

Our wealth management services
include investment management,
retirement and gift planning,
education funding, and other
advisory services.

We take pride in offering you
expert financial advice along with
personalized service.  Assisting
you in reaching your financial
goals is our business and we take
that responsibility very seriously.

For details on the selection
criteria used to determine the
recipients of the FIVE STAR
Wealth Manager award, please
visit our web site.

If you would prefer NOT to
receive future editions of The
COMPASS Chronicle, please send
an e-mail with "UNSUBSCRIBE" in
the subject line and you will be
removed from the distribution list.

Roth IRA Versus Defined Contribution
Plan

Contemplating whether to contribute to a Roth IRA

or a defined contribution (DC) plan (such as a 401k)?

Words of advice: Follow the money! If your company

offers you a match for your DC plan contribution, you

should keep investing in the account up to the

maximum percentage that it will match. This is free

money, and you won't find a better deal any place else.

After you've maxed out the match, it's probably wise

to invest any remaining cash in a Roth IRA. You can

put in as much as $5,500 in 2013 ($6,500 if you are 50

years or older), as long as your income doesn't top

certain levels. You won't get any tax deductions with

the Roth, but you won't have to pay any taxes on it for

the rest of your life, which can turn out to be an

advantage over a DC plan. Another plus for the Roth

is that you can keep your money there forever, as

opposed to a plan like a 401(k), from which you have

to start taking withdrawals by age 70 1/2.

With a Roth IRA, one big advantage is the ability to

take certain early distributions without paying the

early distribution penalty. If you withdraw assets from

an employer plan before retirement, you'll pay a

penalty and taxes (but many firms offer employees the

option of taking loans from their accounts).

If you're fortunate enough to still have money to invest

after you've maxed out on your Roth IRA, then by all

means start putting it back into your DC plan. It's a

good idea to have retirement money in different types

of accounts, because you never know what the tax laws

will be 30 years down the road. Please consult with a

financial advisor or tax professional for the latest rules

and regulations.

Many different accounts exist
that enable you to save for
retirement.

This article suggests that you
first contribute to an
employer's 401(k), 403(b), or
457 account to the extent your
contributions will be matched
by your employer.

Then it suggests contributing
to a Roth IRA if you qualify
(i.e., you do not exceed the
income limitations), before
contributing more to your
employer-based retirement
account.
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