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Guide to Qualified Plans

Defined Contribution

401(k)

Profit Sharing

401(k)

Safe Harbor 401(k)

Solo 401(k)

Description

Defined contribution plan with
discretionary employer contributions.

Profit-Sharing Plan with added “Cash
or Deferred Arrangement” permitting
employee deferrals.

Simplified version of traditional
401(k) with no discrimination testing.
Guarantees max deferrals. Mandatory
employer contribution.

Profit Sharing Plan with added “Cash
or Deferred Arrangement” permitting
employee defelrrals for businesses with
no eligible rank and file employees.

Roth Option?

No

Yes

Yes

Yes

Employee Deferrals?

No

Yes

Yes

Yes

Appropriate for: Any size company. Any size company. Prefers an inexpensive - Smaller employers. Owners wanttobe  Employers with no rank and file
employee benefit program that will permit aple to maximize their deferrals. employees.
employee contributions.

Advantages Flexible contributions. Several allocation ~ Employee tax-advantaged savings, flexible No discrimination testing on salary Employee salary deferrals and employer

methods available.

contributions, and a highly recognizable
employee benefit.

deferrals; employee deferral of current
taxes available; can make plan more
efficient for owners when profit sharing
contributions included.

contributions up to 25% of pay.

Disadvantages

Contributions limited to 25% of eligible
payroll.

Discrimination testing required on
deferrals made by highly compensated
employees, which could limit amount of
deferral allowed for those employees.

Because no discrimination testing is
done, employer must give either a match
or non-elective contribution to eligible
employees.

Plan must be amended if rank and file
employees become eligible to participate.

Who May Establish?

Corporations, sole proprietorships,
partnerships, and nonprofits.

Corporations, sole proprietorships,
partnerships, and nonprofits.

Corporations, sole proprietorships,
partnerships and nonprofits.

Corporations, sole proprietorships,
partnerships, and nonprofits without rank
and file employees.

Max Annual Deductible
Employer Contribution

Employer deductions may not exceed
25% of participating payroll.

Employer deductions may not exceed
25% of participating payroll. Combined
employer and employee contributions
limited to the lesser of $66,000 or 100%
of employee's annual compensation.

Employer deductions may not exceed
25% of participating payroll. Combined
employer and employee contributions
limited to the lesser of $66,000 or 100%
of employee's annual compensation.

Employer contributions may not exceed
25% of participating payroll.

Required Employer
Contribution

Flexible Contribution.

None, unless the plan is top-heavy.

Employer must contribute 3% of each
employee’s pay or match contributions,
dollar-for-dollar, up to 3% of covered
compensation plus 50 cents on the
dollar up to the next 2% of covered
compensation.

None

Annual Individual
Participant Limit

100% of pay up to a max of $66,000
(indexed).

Employee deferrals limited to $22,500
(indexed). $7,500 catch-up if age 50 or
older (indexed).

Employee deferrals limited to $22,500
(indexed). $7,500 catch-up if age 50 or
older (indexed).

100% of pay up to a max of $66,000
(indexed). $7,500 catch-up if age 50 or
older (indexed).

Cross-Testing?

Yes

Yes, for profit-sharing contributions.

Yes, for profit-sharing contributions.

N/A

Eligibility

(plan sponsors may
choose more flexible
requirements)

Employees age 21 or older who have
completed 1year of service (2 years if
100% immediate vesting) and work at
least 1,000 hours.

Employees age 21 or older who have
completed 1 year of service and work at
least 1,000 hours.

Employees age 21 or older who have
completed 1 year of service and work at
least 1,000 hours.

Employees age 21 or older who have
completed 1 year of service.

Vesting Requirement

Up to 6-year graded vesting.

Employee deferrals 100% immediately
vested. Employer matching and
discretionary contributions may have a
vesting schedule.

Employee deferrals and employer
safe harbor contributions are 100%
immediately vested. Employer
discretionary contributions may have
vesting schedule.

All monies are 100% immediately vested.

Forfeitures

May be reallocated to remaining
participants or used to reduce employer
contributions.

Not applicable to deferrals. Employer
discretionary contribution may be
reallocated to remaining participants or
used to reduce employer contributions.

Not applicable to deferrals. Employer
discretionary contribution may be
reallocated to remaining participants or
used to reduce employer contributions.

N/A

Distributions

Available at death, disability, separation
from service, or financial hardship.
In-service distribution of contributions
other than salary deferrals permitted.
Withdrawals prior to age 59% may incur
a10% early distribution penalty. All
withdrawals will be subject to regular
income tax. Must begin distributions by
April 1 of year after reaching age 72 if 5%
owner or separated from service.

Available at death, disability, separation
from service, or financial hardship.
In-service distribution of contributions
other than salary deferrals permitted.
Withdrawals prior to age 59%% may incur
a10% early distribution penalty. All
withdrawals will be subject to regular
income tax. Must begin distributions by
April 1 of year after reaching age 72 if 5%
owner or separated from service.

Available at death, disability, separation
from service, or financial hardship.
In-service distribution of contributions
other than salary deferrals permitted.
Withdrawals prior to age 59%% may incur
a10% early distribution penalty. All
withdrawals will be subject to regular
income tax. Must begin distributions by
April 1 of year after reaching age 72 if 5%
owner or separated from service.

Available at death, disability, separation
from service, or financial hardship.
In-service distribution of contributions
other than salary deferrals permitted.
Withdrawals prior to age 59% may incur
a10% early distribution penalty. All
withdrawals will be subject to regular
income tax. Must begin distributions by
April 1 of year after reaching age 72 if 5%
owner or separated from service.

Loans Not to exceed the lesser of $50,000 or Not to exceed the lesser of $50,000 or Not to exceed the lesser of $50,000 or Not to exceed the lesser of $50,000 or
50% of the participant’s vested accrued ~ 50% of the participant’s vested accrued ~ 50% of the participant’s vested accrued ~ 50% of the participant’s vested accrued
benefit. Must be repaid in 5 years in benefit. Must be repaid in 5 years in benefit. Must be repaid in 5 years in benefit. Must be repaid in 5 years in
installments at least quarterly. installments at least quarterly. installments at least quarterly. installments at least quarterly.

Reporting and Full ERISA reporting. Form 5500 filed Full ERISA reporting. Form 5500 filed Full ERISA reporting. Form 5500 filed Full ERISA reporting. Form 5500 filed

Disclosures annually. annually. annually. annually.

Deadlines Installation: Due date of employer’s tax  Installation: October 1 of first year. Installation: October 1 of first year. Installation: Fiscal year end.

return, including extensions.
Employer contributions: due date
of employer’s tax return, including
extensions.

Employer Contributions: due date

of employer’s tax return, including
extensions.

Employee deferrals: soon as deferrals can
reasonably be separated from general
assets of employer.

Employer contributions: due date

of employer’s tax return, including
extensions.

Employee deferrals: soon as deferrals can
reasonably be separated from general
assets of employer.

Employer contributions: due date of
employer’s tax return, including extensions.
Employee deferrals-Corporate entities:
soon as deferrals can reasonably be
separated from general assets of employer.
Non-Corporate entities: due date of
employer’s tax return, including extensions.

Guarantees dependent upon the claims-paying ability of the issuing company. 2



IRA

Defined Benefit

SIMPLE IRA

SEP IRA (Simplified
Employee Pension Plan)

Traditional Defined Benefit

Defined Benefit 412(e)(3)

Defined Benefit Cash
Balance

Employee salary deferrals and employer
contributions to Individual Retirement
Accounts.

Employer contributions to Individual
Retirement Accounts.

A pension plan providing a specified
monthly benefit for eligible retirees.

A pension plan providing a specified
monthly benefit for eligible retirees
funded exclusively with life insurance
and annuity contracts.

A pension plan providing a benefit
defined as a participant account
comprised of contribution credits and
interest credits.

No

No

No

No

No

Yes

No

No

No

No

Very small employers. Prefers an
inexpensive, simple employee benefit
program.

Very small employers. Prefers an
inexpensive, simple employee benefit
program.

Small- to medium-size company.

Very small employer.

Any size company.

Minimal paperwork and expense,
minimal tax filing, and employee
deferral of current taxes.

Minimal paperwork and expense,
minimal tax filing, and no requirement
to make

on-going contributions.

Defined benefit at retirement. Potential
large tax-deductible contributions.
Potential substantial retirement savings
within a short time frame.

Defined benefit at retirement. Potential
largest possible tax-deductible
contributions. Benefits guaranteed.*

Potential substantial retirement savings

within a short time frame.

Contributions may be significantly
greater than a defined contribution
plan. Able to give employees different
contribution credits.

Employer must give either a match
(3%) to contributing employees or
non-elective contribution (2%) to all
employees.

Because employees are 100%
immediately vested, they have

immediate access to the money in their

account.

Contribution is fixed and must be paid
each year.

Contribution is fixed and must be paid
each year.

Contribution is fixed and must be paid
each year.

Any employer with no more than

100 employees. Corporations, sole
proprietorships, and partnerships. All
taxable businesses but appeals to small
employers, government entities, and
tax-exempt organizations.

Corporations, sole proprietorships and
partnerships. All taxable businesses,
but appeals to small employers,
government entities, and tax-exempt
organizations.

Corporations, sole proprietorships,
partnerships, and nonprofits.

Corporations, sole proprietorships,
partnerships, and nonprofits.

Corporations, sole proprietorships,
partnerships, and nonprofits.

Employer mandatory contribution.
Employee deferrals limited to $15,500
(indexed). $3,000 catch-up deferral for
employees age 50 and older (indexed).

Employer deductions may not exceed
25% of participating payroll.

Employer may deduct the amount
necessary to fund a monthly benefit.

Employer may deduct the amount
necessary to fund a monthly benefit.

Employer may deduct the amount
necessary to fund a monthly benefit.

Employer must either match
contributions 100% of first 3% of
eligible employee compensation (can
be reduced to 1% in any 2 of 5 yrs);
OR contribute 2% of each eligible
employee’s compensation.

A minimum allocation may be required
if a contribution is made and plan is
top-heavy.

Contributions based on anticipated
payouts during retirement and actuarial
assumptions.

Contributions based on anticipated
payouts during retirement and
underlying product guarantees.

Contributions based on anticipated
payouts during retirement and actuarial
assumptions.

100% of pay up to a max of $15,500
(indexed). $3,500 catch-up if age 50 or
older (indexed).

25% of pay up to max of $66,000
(indexed).

Annual benefit at retirement can be as

high as 100% of highest 3-year average
pay up to $265,000 (indexed). Provides
guaranteed annuity payments for life.*

Annual benefit at retirement can be as

high as 100% of highest 3-year average
pay up to $265,000 (indexed). Provides
guaranteed annuity payments for life.*

Annual benefit at retirement can be as

high as 100% of highest 3-year average
pay up to $265,000 (indexed). Provides
guaranteed annuity payments for life.*

No

No

No

No

No

Employees earning at least $5,000 in
any 2 preceding years and expected to
earn $5,000 in current year.

Employees age 21 or older who have
worked 3 of the last 5 years and earn at
least $750.

Employees age 21 or older who have

completed 1 year of service (2 years if
100% immediate vesting) and work at
least 1,000 hours.

Employees age 21 or older who have

completed 1 year of service (2 years if
100% immediate vesting) and work at
least 1,000 hours.

Employees age 21 or older who have

completed 1year of service (2 years if
100% immediate vesting) and work at
least 1,000 hours.

100% immediately vested.

100% immediately vested.

Up to 6-year graded vesting.

Up to 6-year graded vesting.

3-year cliff vesting.

N/A

N/A

N/A. Funds are not allocated to
individual accounts.

N/A. Funds are not allocated to
individual accounts.

N/A. Funds are not allocated to
individual accounts.

Available at any time but subject to 10%
penalty before age 59% or 25% within

2 years of deposit. All withdrawals will
be subject to regular income tax. Must
begin distributions by April 1 of year
after reaching age 72 if 5% owner or
separated from service.

Available at any time but subject to 10%
penalty before age 59. All withdrawals

will be subject to regular income tax.
Must begin distributions by April 1 of
year after reaching age 72 if 5% owner
or separated from service.

Available at death, disability, separation
from service, or financial hardship.
In-service distribution of contributions
other than salary deferrals permitted.

Withdrawals prior to age 59%% may incur

a10% early distribution penalty. All
withdrawals will be subject to regular
income tax. Must begin distributions

by April 1 of year after reaching age 72 if

5% owner or separated from service.

Available at death, disability, separation

from service, or financial hardship.
In-service distribution of contributions
other than salary deferrals permitted.

Withdrawals prior to age 59% may incur

a10% early distribution penalty. All
withdrawals will be subject to regular
income tax. Must begin distributions

by April 1 of year after reaching age 72 if

5% owner or separated from service.

Available at death, disability, separation
from service, or financial hardship.
In-service distribution of contributions
other than salary deferrals permitted.
Withdrawals prior to age 59% may incur
a10% early distribution penalty. All
withdrawals will be subject to regular
income tax. Must begin distributions

by April 1 of year after reaching age 72 if
5% owner or separated from service.

Not permitted.

Not permitted.

Not to exceed the lesser of $50,000 or
50% of the participant’s vested accrued
benefit. Must be repaid in 5 years in
installments at least quarterly.

Not available.

Not exceed lesser of $50,000 or 50%

of the participant’s vested accrued
benefit. Must be repaid within 5 years in
installments at least quarterly.

Summary Plan Description to
participants: prepare IRS participant
account statements.

If Form 5305-SEP is used to establish
the plan, each participant should
receive a copy.

Full ERISA reporting. Form 5500 filed
annually. And actuarial report and Form
PBGC-1 if subject to PBGC.

Full ERISA reporting. Form 5500 filed
annually.

Full ERISA reporting. Form 5500 filed
annually. Actuarial report and Form
PBGC-1 if subject to PBGC.

Installation: October 1 of first year.
Employer contributions: due date

of employer’s tax return, including
extensions.

Employee deferrals: soon as deferrals
can reasonably be separated from
general assets of employer.

Installation: Due date of employer’s tax

return, including extensions.
Employer contributions: due date
of employer’s tax return, including
extensions.

Installation: Due date of employer’s tax
return, including extensions.

Employer contributions: due date

of employer’s tax return, including
extensions.

Installation: Due date of employer’s tax

return, including extensions.
Employer contributions: due date
of employer’s tax return, including
extensions.

Installation: Due date of employer’s tax
return, including extensions.

Employer contributions: due date of
employer’s tax return, may require
quarterly installments.




This informationds notintended as tax or legal advice. Please consult with your Attorney or Accountant prior to acting upon any of the information contained in this brochure.
This document is onlyintended as a summary of various plan types. A full census is required before implementing a plan. This chart is provided for informational purposes only
and is not intended to be an offer or solicitation or any insurance or investment product.
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