
Make Money While Sleeping: 
Optimizing your UMaine Retirement Plans 

403(b), 403(b) Addl., 457(b)

Payday at AFUM - AFUM 101 – Lunch and Learn
(hosted by Jim McClymer, PhD, Lisa Neuman, PhD, Sandy Caron, PhD, Michael Grillo, PhD)

An informational talk for UMS faculty by:

Pank Agrrawal, PhD (Professor of Finance, MBS;  VP AFUM, UMaine)

FFA Room, Memorial Union

4:00PM, Feb 29th, Thursday, 2024

1 of 12



• Additionally, the University adds 10% of the salary to this plan, many 
incoming faculty are possibly unaware of this.

• The Math on the advantages of sheltering savings into a pre-tax elective 
account is clear [will show Excel simulation], so why don’t many use it to 
the fullest? 1 to 1 invested pre-tax vs 1 to 0.75 invested after-tax.

• Tax Evasion is a crime, Tax Avoidance is not.

• Let’s put compounding tax-free to work and show you how each one of 
you can accelerate growth. (Buffet’s theme of Passive growth, non-lazy 
money, Milton Friedman’s deferred consumption) 2
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$50/week = $1.1 Million in 40 years @10%/yr, for my students
$10,000/yr =$1.1 Million in 30 years @$70k/yr income @age 35
Setting aside 10-15% of pre-tax income is a general ballpark 

https://www.calculator.net/finance-calculator.html?ctype=endamount&cyearsv=30&cinterestratev=10&cstartingprinciplev=-1&ccontributeamountv=-14%2C000&ctargetamountv=-1%2C300%2C000&cpy=1&ccy=1&ciadditionat1=end&printit=0&x=Calculate#cr

https://www.calculator.net/finance-calculator.html?ctype=endamount&cyearsv=30&cinterestratev=10&cstartingprinciplev=-1&ccontributeamountv=-14%2C000&ctargetamountv=-1%2C300%2C000&cpy=1&ccy=1&ciadditionat1=end&printit=0&x=Calculate#cr
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• Most stop at the 403(b) (Basic + Addl.), one can contribute an equal amount in the 
457(b) as well, thus doubling the tax savings.

• Those who venture past the Login screen find the decision making and investment 
choices overwhelming and log out, postponing the deferrals.  JFYI, 4% of your salary is 
an automatic non-elective deferral.

• You don’t have to decide stocks or bonds or if the market is high or tanking. Just the 
SIMPLE act of deferring (say 10%) your salary will give you a instant Tax saving of 
about 25%. (at least let’s postpone it for 30 years, we will deal with it then).

• Park in a money market fund until you figure out the ‘Allocation’ decision. That can 
come later. It is independent of the voluntary deduction decision. 15% of pre-tax 
income is a general ballpark. 

• {Low frequency event has the higher impact in financial markets --- Elections, Tsunami, 
major wars, currency devaluation, 9-11, Fed Pivot, Lehman Bros}
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A couple of real 
screenshots from 
MaineStreet so you can 
see the implementation 
and how easy it is. UMS 
Benefits can walk you 
through too.
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Minutiae:
The contribution limits for 403(b) plans are now identical to those of 401(k) plans. All employee 
deferrals are made on a pretax basis and reduce the participant's adjusted gross income 
accordingly. Here are the 2024 limits:

Distributions taken before age 59 ½ are subject to a 10 percent early withdrawal 
penalty unless a special exception applies. All normal distributions are taxed as ordinary 
income at the taxpayer's top marginal tax rate. Roth distributions are tax-free, although 
employees must either contribute to the plan or have a Roth IRA open for at least five 
years before being able to take tax-free distributions.
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403(b): if you are under age 50, you may contribute a maximum of $23,000 in calendar 2023; if you

are age 50 or older or will turn age 50 sometime during calendar year 2024, you may contribute a maximum
of $30,500 ($23,000 plus $7,500 age 50 catch-up).

457(b):Therefore, if you are under age 50, you could defer a total of $23,000 in the 403(b) plan and

$23,000 in the 457(b) plan; if you are age 50 or older or will turn age 50 sometime during the calendar year,
you could defer a total of $30,500 in the 403(b) plan and $30,500 in the 457(b) plan.
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• https://gojira.its.maine.edu/confluence/display/HumanRes/Retirement+Plan 
[2/2024, from VPN or on Campus access only, *above table for 2023]

https://gojira.its.maine.edu/confluence/display/HumanRes/Retirement+Plan
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https://www.aarp.org/work/retirement-
planning/taxable_vs_tax_deferred_calculator/

https://www.bankrate.com/retirement/403-b-calculator/
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https://youtu.be/IpQgK2DLFNg?si=5jRNQB1gT_oozPv8&t=920



Withdrawals:

Our 403(b)plan we can not currently access any of the 4%+10% until 
we leave employment. But voluntary/additional 403(b) 
contributions can be taken out, 59 ½ years rule.

That changed starting April, 2020 when we could take a loan from 
this amount, currently up to 50K and no more than 25% of the 
amount in that plan. 

RMD (Reqd. Min Distribution) age for folks is 70 ½ to 75, birth year 
dependent. Spousal consent may be necessary to receive any non-
qualified distribution option. If still employed, past 70 ½ do not need 
to take RMD until after you leave employment.
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Thank You!
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