retirement solutions
for smart business planning

a higher bracket

analysis | design | administration

Perhaps this retirement plan is for the new kid
on the block, a new company that is just getting
started. Perhaps it is for the growing enterprise,
an expanding company that is in its prime. Or
perhaps it’s for the mature business, successful
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enough to be thinking about exit strategies.
Whatever the season of planning, CJA can provide the pathway to a secure future. Every client
has a unique vision of what their retirement will look like and every business has its own specific
needs. We work with clients and advisors to develop the most efficient retirement program to
meet these particular goals. Our national organization of actuaries, benefit plan administrators,
consultants, and advisors have specialized in retirement planning for small business owners for
over thirty-five years. We offer the entire spectrum of retirement plan services, including need
analysis, plan design and administration. Our retirement plans can provide a profitable retirement
and a hopeful future.

“begin with the end in mind.”
-- steph en r. covey

O U R P ROCE SS
At CJA, we implement a comprehensive, process-driven approach to retirement planning. We
guide our clients down the path to a better retirement strategy with an analysis of goals and
needs. Our process is simple. First, we assess the readiness of our clients to retire in the future
given their lifestyle and current assets. Second, we develop programs to get our clients closer to
their goals. This process is on-going and continues throughout the lifetime of the plan. Retirement
planning can be complex, but with our experience and expertise, we can make the process
simpler.
A qualified plan has several advantages, including:

•
•

Employer contributions to the plan are tax deductible
Earnings on investments accumulate tax-free, which allows contributions and
earnings to compound at a faster rate

•
•
•
•
•
•

Employees are not taxed on contributions and earnings until they receive benefits
Employees may make pre-tax contributions to certain types of plans
Plan administration expenses are tax deductible
A plan enables an employer to attract and retain experienced employees
Certain types of plans can provide guaranteed income upon retirement
Plan assets are protected from creditors.
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R ETIREMENT PL A N N IN G AT A GL A N CE
Generally speaking, retirement plans fall into one of two categories – a defined contribution plan
or a defined benefit plan. There are different options for each type. An employer can implement
one or both. In fact, we recommend that employers adopt both types of plans in order to maximize
benefits. CJA can design the right plan to keep a company on track to meet its goals.
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DEFINED CONTRIBUTION PLANS

DEFINED BENEFIT PLANS

Ideally Suited For:
• Larger Companies

•

Smaller Companies

•

Contributions typically higher than other
types of plans
Generally favors highly compensated
employees
Benefits at retirement are defined and can
be guaranteed
Certain plans can fund retirement benefits
rapidly

Key Features:
• Plans can allow flexibility in contributions
• Plans tend to benefit all employees
including rank and file
• Plans may utilize salary deferral
• Benefits at retirement based on
investment gains or loss

•
•
•

Key Markets:
• Younger owners and individuals looking
for market exposure
• Ideal for companies with fluctuating income

Plan Types:
• Profit Sharing
• 401(k)
• Money Purchase
• New Comparability Plans

• Companies that have a need for large
tax-deductions
• Clients who need larger, guaranteed
benefits at retirement

•
•
•

Traditional Defined Benefit
Split Funded Defined Benefit
Fully Insured “412(e)(3)”
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“some choices we live not only
once but a thous and times over,
remembering them for the rest of
our lives.”
-- ric h ard ba c h

D E F IN ED BENEF IT PL A N S
A defined benefit plan promises a specified monthly benefit at retirement. The plan may state
this promised benefit as an exact dollar amount, such as $1,000 per month at retirement.
Or, more commonly, it may calculate its benefit through a plan formula that considers such
factors as salary and service. Employer contributions are actuarially determined, and the
benefits in most traditional defined benefit plans are protected, within certain limitations, by
federal insurance provided by the Pension Benefit Guaranty Corporation (PBGC).

FULLY INSURED DEFINED BENEFIT or “412(e)(3)” PL ANS
A fully insured defined benefit plan is funded with a combination of insurance and annuity
products. Therefore the benefits are guaranteed by an insurance company. It is the safest and
most secure plan and offers the largest tax-deductible contribution of all qualified retirement
plans. This plan is the perfect solution for clients who desire conservative investment
strategies, as it avoids any risk of market exposure and ensures that they will have a sufficient
pool of assets to provide the promised benefits at retirement. Depending on age and service,
an employer’s contributions can exceed $300,000 annually.

D E F IN ED CONTRIBUTION PL A N S
A defined contribution plan defines the contribution the company will make to the plan
and how the contribution will be allocated among the eligible employees. Separate account
balances are maintained for each employee. The employee’s account grows through employer
contributions, investment earnings and in some cases forfeitures. Some plans may also permit
employees to make contributions on a before-and/or after-tax basis. Since the contributions,
investment results and forfeiture allocations vary year by year, the ultimate retirement benefit
cannot be predicted.
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P RO F IT S HAR ING PL A N S
A Profit Sharing Plan is a retirement arrangement in which the company may make a discretionary
contribution each year. This makes a profit sharing plan one of the most flexible qualified plans
available. Each year the employer decides the amount, if any, to be contributed to the plan. These
contributions are invested in a tax-deferred, creditor-protected trust. Tax-free earnings accumulate
until the eventual distribution to participants or their beneficiaries. This payout usually occurs
at retirement or some other specified event (disability, death or termination of employment).
Contributions are normally keyed to yearly profits, although profits are not required for a contribution
to be made. Retirement benefits paid to employees are based on the amount in the participant’s
account at retirement. For tax deduction purposes, the company’s contribution cannot exceed 25% of
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the total compensation of all eligible employees.

4 01 (k) PL ANS
More and more employees perceive 401(k) plans as a valuable benefit, which has made them the
most popular retirement plans today. Employees can benefit from a 401(k) plan even if the employer
makes no contribution. Employees voluntarily elect to make pre-tax contributions through payroll
deductions up to an annual maximum limit. Employees age 50 and older are also able to make
“catch-up contributions”. Often the employer will match some portion of the amount deferred by the
employee to encourage greater employee participation. Since a 401(k) plan is a type of profit sharing
plan, profit sharing contributions may be made in addition to or instead of matching contributions.
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“it ’s choice -- not chance -- that
determines your destiny.”
-- jean n id etc h

M O N EY PURCHAS E PEN SION PL A N S
A money purchase pension plan operates like a profit sharing plan. The major difference
is that, unlike profit sharing plans, where employers are permitted to make discretionary
contributions each year, with a money purchase pension plan, the employer has a set
contribution rate which is stated in the plan document when the plan is set up. These
mandatory contributions must be made each year regardless of the employer’s profits. Failure
to make a contribution can result in the imposition of penalties. Contributions are generally
based on a fixed percentage of each employee’s compensation.

N EW COMPAR ABIL IT Y PL A N S
These plans, sometimes referred to as “cross-tested plans,” are profit sharing or money purchase
pension plans (defined contribution plans) that are tested for nondiscrimination as though they
were defined benefit plans. New comparability plans are generally utilized by small businesses
that want to maximize contributions to owners and higher paid employees while minimizing
those for all other employees. The employees can be separated into two or more identifiable
groups such as owners and non-owners and each group may receive a different contribution
percentage. The plan must still satisfy the nondiscrimination requirements.
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CJA is focused on small business. We have
worked with financial advisors to provide
tax-efficient solutions to business owners
and high net-worth clients since 1974.
We are one of the most respected service
providers in the nation.
Our consultants in actuarial science,
benefits, tax planning, administration and
plan investments work with our clients
to focus on their specific retirement and
planning goals.
CJA’s administration department handles
the administration for several of the
largest and most respected insurance
companies in the nation. If these Fortune
500 Companies can trust us with their
plans, we are confident that you can
trust us with yours. Our panel of experts
handles the details of our clients’ plans so
that they can focus on their business.
At CJA, we work hard to take the worry
out of retirement planning. We offer
plans for the future – a future secured.

chicago | denver | naples | boca raton | grand rapids | hartford
888 599 5553 | cjamarketing.com

