Why Would You Want A 3% Return In Your Retirement Plan?

You may be scratching your heads saying, “That would never be a good idea”, however if you are an employer looking for large tax-deductions, then a 412(i) Fully Insured Plan may be the answer.

Recent market volatility has altered the perceptions of many regarding retirement planning.  In the not to distant past, common logic told us to set aside a portion of our salary in a retirement plan and watch it grow until age 65.  The last few years have shown just how unpredictable market gains can be, thus affecting future retirement funds, especially if you are nearing retirement and trying to play catch-up.

What Is a 412(i)?

A 412(i) plan is a defined benefit qualified retirement plan, often referred to as fully insured plan because its investments are restricted to guaranteed annuities and life insurance policies.
Here’s How It Works

A business owner establishes a 412(i) for himself/herself and his/her employees.  Then the owner makes tax-deductible contributions to the plan.  These contributions are used to purchase annuities and possibly life insurance policies. 
The Benefits Of a 412(i) Plan

( The 412(i) structure ensures that the plan is always fully funded and never under-funded
( 412(i) plans are easy to implement and understand because everything is based upon the guarantees
( Front-loading contributions in early years will increase tax-deductions when they may be needed most   

( When 412(i) plans include life insurance there is a self-completing element if the plan participant dies while in-service.  The death benefit can replace the lost earnings and offer valuable family protection. 

The best prospects for 412(i) plans are highly paid business owners/professionals of small closely held businesses with few or no common-law employees who are looking for guarantees and potentially significant tax-deductions.  

For example let’s look at Joe Lawyer, a 50 year-old sole proprietor who establishes a 412(i) plan and bases his contribution on the best three consecutive years of his Schedule C income, which was $100K/yr. when there was no 412(i) plan.  In year 4, he establishes a 412(i) plan and is allowed to contribute $100K to the plan, realizing $0 in taxable income.  In subsequent years his 412(i) contributions are reduced because interest earned exceeds the policy guarantees, resulting in greater-than-expected plan funding.  As Joe Lawyer’s business thrives he can make greater contributions that result in larger deductions and lower taxable income.  

We have grown our business by providing value-added sales concepts to our brokers, helping them implement these ideas with their clients.  If you would like a free kit on the 412(i) concept please contact us at:

The Selario Agency, Inc.

800-331-7113 

hstern@selarioagency.com
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