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 An American-based company and a leading supplier of building materials, Martin Marietta teams supply the

resources necessary for building the solid foundations on which our communities thrive. 

 So, why are retirement plans considered such a valuable employee benefit? From the employee''s perspective,

key advantages of a retirement plan may include some or all of the following:

 Caution:  Distributions taken before age 59 1/2  may also be subject to a 10 percent federal penalty tax (25

percent in the case of certain distributions from SIMPLE IRA plans). 

 If you are an employer who is considering setting up a retirement plan, be aware that many different types of

plans exist. The choices can sometimes be overwhelming, so it is best to use a systematic approach to narrow

your options. Your first step should be to understand the distinction between a qualified retirement plan and a

nonqualified retirement plan. Virtually every type of retirement plan can be classified into one of these two

groups. So what is the difference?

 Qualified retirement plans offer significant tax advantages to both employers and employees. As mentioned,

employers are generally able to deduct their contributions, while participants benefit from pretax contributions

and tax-deferred growth. In return for these tax benefits, a qualified plan generally must adhere to strict IRC

(Internal Revenue Code) and ERISA (the Employee Retirement Income Security Act of 1974) guidelines

regarding participation in the plan, vesting, funding, nondiscrimination, disclosure, and fiduciary matters.

 Most employer-sponsored retirement plans are qualified plans. Because of their popularity and the tax

advantages they offer to both you and your employees, it is likely that you will want to evaluate qualified

plans first. (See below for a discussion of types of qualified plans.) In addition to providing tax benefits,

qualified plans generally promote retirement savings among the broadest possible group of employees. As a

result, they are often considered a more effective tool than nonqualified plans for attracting and retaining large

numbers of quality employees for companies.

 Tip:  There are several types of retirement plans that are not qualified plans, but that resemble qualified plans

because they have many similar features. These include SEP plans, SIMPLE plans, Section 403(b) plans, and

Section 457 plans. See below for descriptions of each type of plan. 

 Those employed in companies should also understand the difference between defined benefit plans and

defined contribution plans. Qualified retirement plans can be divided into two main categories: defined benefit

plans and defined contribution plans. In today''s environment, most newer employer-sponsored retirement

plans are of the defined contribution variety.
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 The traditional-style defined benefit plan is a qualified employer-sponsored retirement plan that guarantees

the employee a specified level of benefits at retirement (e.g., an annual benefit equal to 30 percent of final

average pay). As the name suggests, it is the retirement benefit that is defined. The services of an actuary are

generally needed to determine the annual contributions that the employer must make to the plan to fund the

promised retirement benefits.

 Defined benefit plans are generally funded solely by the employer. The traditional defined benefit pension

plan is not as common as it once was, as many employers have sought to shift responsibility for retirement to

the employee. However, a hybrid type of plan called a cash balance plan has gained popularity in recent years.

 Unlike a defined benefit plan, a defined contribution plan provides each participating employee with an

individual plan account. Here, the plan contributions are defined, not the ultimate retirement benefit.

Contributions are sometimes defined in the plan document, often in terms of a percentage of the employee''s

pretax compensation. Alternatively, contributions may be discretionary, determined each year, with only the

allocation formula specified in the plan document. With some types of plans, employees may be able to

contribute to the plan.

Contact us for free full report 

Web: https://sumthingtasty.co.za/contact-us/

Email: energystorage2000@gmail.com

WhatsApp: 8613816583346
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