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A PERSONAL PENSION

Over the last decade, retirement planning has changed immensely. For instance, most
employees could depend upon a pension plan that was set up, funded, and managed
primarily by their employer. This would typically guarantee them an ongoing
retirement income without having to worry about investing those assets during their
working years.

p For the participants in the "defined benefit" pension plans, employers promised to pay
DAVE MORTACH a set benefit and liability rested with the employer. If benefits fell short, it was up to the
employer to find a way to continue the benefit,

How Retirement Planning Has Changed
Today, the face of retirement planning has changed a great deal, starting with who takes responsibility for
living expenses, as well as ensuring that received income will continue throughout a retiree’s life.

While defined benefit pension plans provide a number of benefits to participants, most employers have been
moving away from these types of plans. One reason for this is the substantial expense. Defined benefit plans
require employee contributions regardless of profit earnings. This can make a defined benefit plan a liability
for a business that offers it.

Due to increased global competition and other financial obligations, pensions often don't make sense to offer
from a company standpoint. With that in mind, many companies have started providing "defined
contribution" plans such as the 401(k). According to the Bureau of Labor Statistics, last year only 25% of
workers in the U.S. had access to defined benefit plans—most of which are geared towards large companies
with 500 or more employees and government workers.'

A defined contribution plan is one where the contribution is set, or "defined." In 2015, the maximum amount
may contribute into a 401(k) plan is $18,000 (age 49 and under). Those 50 or over are allowed to contribute an
additional $6,000 per year.

Private Sector Workers Participating in Employment-Based Retirement Plans

Unlike the defined benefit pension plan, a defined contribution plan leaves everything up to the employee. In
addition, the contributions all come from the employee unless the employer makes a matching contribution,
which is based on the percentage that the employee deposits into the plan.







