Retirement Plan Options

In recent years there has been a lot of talk in Washington about the need to
"fix" social security so that it remains fiscally solvent well into the next
century. While that's certainly a worthy goal, even if the effort is successful,
people still need to take charge of their own retirement planning.

Social security was never intended to provide more than a minimal safety net. Thus,
assuming people want a financially comfortable retirement they need to have other
sources of income to draw upon during what could be a 20 to 30+ year period of
their life.

One of the best sources of additional income is a company retirement plan. Not only
does it generally offer tax deductions to the sponsoring employer, it also allows
employees covered by the plan to build retirement benefits without currently paying
taxes on the increasing value of those benefits.

Unfortunately, dealing with retirement plans can often leave employers confused
about the choices available or concerned about the costs of each of the options.
Perhaps they'd like to help their employees (and themselves) save more for
retirement but they don't know where to start. If this describes your situation, you'll

want to explore the chart below. It describes the key characteristics of the most
common retirement planning options. The chart moves from the simplest option on
the left side (a payroll deduction IRA which is really nothing more than a way to
assist employees in setting up their own IRAs) to the most complex choice on the
right (the traditional defined benefit plan that guarantees employees a certain
specified benefit at retirement).
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Notes:

1. If the employer also maintains a qualified plan [such as a 401(k), profit sharing
plan, or defined benefit plan] or has ever maintained a defined benefit plan,
special language must be contained in the SEP document to limit contributions.

2. If employer set up a salary reduction SEP (SARSEP) prior to 1997, such a plan

can continue in operation after 1996 and employees (even if hired after 1996) can
continue to make elective deferrals to such a plan.

3. Roth IRA contributions are not allowed if income exceeds $95,000 to $110,000
for singles or $150,000 to $160,000 for married couples filing a joint return. (The
$2,000 contribution limit phases out proportionately within these income ranges.)

4. Maximum compensation on which 1997 and 1998 contributions can be based is
$160,000.

5. Maximum for 1998 is $6,000.

6. Maximum compensation on which 1998 employer 2% non-elective
contributions can be based is $160,000.

7. Maximum for 1998 deferrals is $10,000.



