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Employer Retirement Plans

As an employer, you may want to establish one or more retirement plans for yourself or your employees. This chart highlights
some of the common types of retirement plans available to you. Choosing the right one for your situation is a critical decision.
(The numbers shown are for the 2008 tax year.)

Qualified Employer Plans

Code Section 401(a) rules apphy’

Can be adopled by most empoyers”
Participant loans may be available

® & & & & @

ERISA applies (except governmental, church, and employer-only plans)

Immediate or deferred vesting (except SIMPLE Safe-Harbor 401(k)s)
Highest level of protection from creditors (ERISA plans)

I
/

I
/

»  Employees grouped into dasses besed on
ageipositionfother Tactors

Contirsed in the next column

Defined Contribution Plans Defined Benefit Plans
s Separate employes accounts «  Funding rules apply; actuary generally required
o Employes bears imesiment risk = Joint and survivar annuity rules spply
¢ Investments may be employes directed «  PEGC premiums may be required
e Mot insured by PEGC «  Emplayer bears imvestment risk
i Employee Stock Ownership Plans — -~ Traditional Defined Benefit Plans
Participant accounts invested primarily in Guarantees a specific benefit al retirement,
emplover stock typecally based on age, years of sarvice, and
pay
— Money Purchase Pension Plans
— Cash Balance Plans
»  Requined annual employer contributions
#  Joint and survivor rules apply Beneht s based on hypothelical account
Types balance
Traditional Money Purchase--fved
contribution, typically parcentage of pay — 412(i) Plans
Target Benefit Plan--Fixed contribution is = Like tradfional defined benefit plan but
amount actuarialy determined to fund linanced sclusively wilh life insuranoe and
projectad ratirerment benefit, but actual annuity contracts
penefit based solely on account balance =  Exempt from funding rules
— Profit-Sharing Plans
= [Discretionary annual employer contributions A01 (k) Plans (salary deferral plans)
Joint and surviver rules may be avolded Traditional 401(k] Plans
Types: «  Maximum deferralicatch-up 15, 500085,000
Traditional Profit-Sharing Plans +  Additional PS contribution allowed
= Annual dscrimination testing
= Discretionary employer contribution o 25% of pay Individual or E v 4011k FA
Cross-Tested Plans (tested under defined benefit nareiaual of Empoyer-onks Lk Pans
nondiscrimination rules) «  Covers only business ownens (and spouse)
Arpa- it B e Like traditional 4071k} but ERISA, doesn't
e apply
»  Confributions based on age and compensation Safe-Harbor 401[K) Plans
Mesw Comparakility B

- Like traditional 40°(k) but mandatory
amployer contribution (fully vestad)

= Mo testing for deferrals/femployer mandatory
contribution

»  Special top-heavy rules

| A01(k] Pl

«  Maximum deferralicatch-up $10,50002,500

+  Mandatory employer contribution (fully
vested)

« Mo discrimingbon testing

Maximurn 100 employees

s Top-heavy rules do not apply
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IRA-Based Plans

Plans for Governmental and Tax-Exempt Employers

Can be adopted by most emglayers’
Separate IRAs for each panicipant
Employee directs investmeant
Employee bears investment risk
Broad participation requirements
Limited ERISA compliance

Joint and surivor rules do not apply
Mat insured by PBGC

Mo loans
Immediate vesting

Separate employes accounts

Investrmenis may be employee-duected
Employee bears investment risk
Governmental plans exermpd from ERISA

Hot insured by PBGC

Loans may be available

Joint and survivor rules generally do nat apply

|

SEP IRA

- & & @

Discrationany annual employer contribution
Mo employse deferals permittad”

May be intagrated with Social Security
Top-heavy rules and §415 limits apply

SIMPLE IRA

- & & &

Emplayer confribution réquired

Employes deferrals permitted

Maximum deferral'catch-up $10,500/%2.500
Maximurm 100 employeses

—

Payroll Deduction IRA

Employeas contribute to IRA through payroll
deduction

Wery limited employer involvement to aveid
ERISA

My e Roth or Traditional IRAS

Regular IRA limits apghy

Manxirnum contribution/cateh-up
55.000v51,000

plan.
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4. For plans adopted after 1996.

6. Special catch-up limits may apply.

|

403(b) Plans

Can be adopted by tax-exempt charitable
wrganizations and public school employers
Salary deferrals permithed

MWay be emplayar funded (immeadiate or
deferred vesting)

Employer contributions subjact to
descrirmination testng

ERISA may apply 1o lax-exergl employers
Funded with annuities or mulual funds
Maxmum deferralicalch-up
£15,500/55,000°

Section 415 Emits apply

e

457(b) Plans

Can be adopted by most tax-axempt
organizations and state and kocal
governments”

Salary deferrals perrtbed

MWay be employer funded (immediate or
deferred vasting)

Tax-exempt employers subjact to ERISA;
nongovernmental plans typically limited to
top-hat group

Maximum deferalicatch-up
515.500085,0007

5. May not be adopted by churches or church-controlled organizations.

1. Minimum coverage, vesting, discrimination, deduction, Social Security integration, section 415 limits, top-heavy rules, and
other rules may apply. State and local government plans are exempt from many section 401(a) requirements. Special rules
may apply to certain church plans, tax-exempt organizations, and collectively bargained plans.

2. Governmental entities may not adopt a 401(k) plan. Employer with more than 100 employees (ignoring employees earning
less than $5,000) may not adopt a SIMPLE 401(k) plan.

3. Employer with more than 100 employees (ignoring employees earning less than $5,000) may not adopt a SIMPLE IRA
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W3 Wealth Management, Neither Forefield Inc. nor Forefield Advisor provides legal, taxation, or
LLC investment advice. All content provided by Forefield is protected by
Shelby Morgan copyright. Forefield claims no liability for any modifications to its content
90 N. Miller Road and/or information provided by other sources.

Akron, OH 44313
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