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A Q & A FOR ADVISERS

What are the 2009 contribution limits of a 401(k)?

For 2009, participants in a 401(k) can defer up to $16,500 of their salary into a 401(k). Those
over the age of 50 can make catch-up contributions up to $5,500.

The company can make a contribution on an employee’s behalf in the form of a match or profit
sharing. The combination of the employee contribution and the employer contributions can not
exceed $49,000 for those under 50 and $54,500 for those 50 and older.

Why is the Roth feature attractive as a 401(k) plan design option and what types of firms
and plan sponsors use it?

The Roth feature has become an appealing option for many plan sponsors over the past year.
Recent studies indicate that almost 40% of plan sponsors have, or are planning to add, a Roth
feature to their 401(k) plan. A positive aspect of the Roth feature is that high income
individuals, who are otherwise ineligible for a Roth IRA, can share the benefits of the Roth
feature — something that professional service firms such as law firms, medical practices,
accounting firms and consulting practices find attractive.

What are the benefits of using automatic enroliment?

The automatic enroliment feature has been especially popular with employers who want to
increase their plans’ participation and savings rates. By increasing the participation, the plan is
much more likely to pass testing thus allowing higher compensated employees and owners
the ability to contribute more. Additionally, if the plan utilizes the new guidelines for default
investments, the plan trustee will receive fiduciary protection from participants who fail to
designate their investment options.

What makes safe harbor an attractive provision to a 401(k) plan and what types of
employers should consider it?

A safe harbor 401(k) plan is not subject to many of the complex nondiscrimination tests that
apply to a traditional 401(k) plan. These tests limit the amount of employee contributions and
employer matching contributions that may be made on behalf of highly compensated
employees (HCEs). The limit is based on the level of contributions made or received by the
nonhighly compensated employees (NHCEs). Thus, in a traditional 401(k) plan, low levels of
participation by NHCEs generally reduce the benefits that can be provided to HCEs. A Safe
Harbor 401(k) plan is not subject to these limits. In a safe harbor 401(k) plan, the amount of
employee pre-tax and employer matching contributions is not affected by the level of
participation of the NHCEs.

The requirements of a safe harbor plan are for the employer to match the participants at 100%
of the first 3% and 50% of the next 2% of NHCE deferrals, which matching must be 100%
vested. Certain available contribution alternatives provide additional employer flexibility. A
safe harbor plan is appealing to sponsors of smaller companies where you have one or a few
HCEs with a majority of lower wage earners — such as doctors, lawyers, engineers,
accountants and other professional practice groups.

(Continued on back)
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What are the different types of profit sharing and what types of firms and employers
find them appealing?

Adding a profit sharing feature to a 401(k) plan is a plan design technique that produces a
larger contribution amount and it can be the ideal plan design for many employers.

This formula is what defines the different types of profit sharing plans:

Traditional

In a traditional allocation, employers will give the same percentages to all employees. For
example, they might choose to give 5% of pay to each eligible participant.

Best for: Employers who wish to benefit all participants equally.

Age Weighted

An age-weighted profit sharing plan uses both age and compensation as a basis for
allocating employer contributions among plan participants. Because age is a factor, this
type of plan favors older employees who have fewer years to accumulate sufficient funds
for retirement.

Best for: An age weighted plan is typically used when all of your key employees are
much older than the non-key employees.

Integrated

This type of allocation method is integrated with an overall retirement scenario that
includes Social Security; this combination is called "permitted disparity." By providing for
permitted disparity in a qualified retirement plan, the employer gets the benefit of its Social
Security tax payments.

Employees with compensation above the Social Security wage base are allowed an
additional contribution on that amount. This shifts the allocation toward the higher paid
employees. It favors higher paid employees by providing an additional share of the
contribution to be based on compensation that would otherwise accrue minimal Social
Security benefits or none at all.

Best for: Employers that wish to benefit higher paid employees who are the same age or
younger than other employees.

New Comparability/Cross Tested

In this type of plan, the employer segregates the eligible employees into "non-
discriminatory" categories (i.e., job description, title, hourly vs. salaried, etc.) and
designates different contribution rates for each group. This type of plan is normally
designed to favor the HCEs or older employees. However, it can be designed to favor any
group of employees assuming the annual non-discrimination requirements are satisfied.

Best for: Employers who want to give different amounts to different classes of
employees, typically the higher amounts given to owners or key employees. This type of
profit sharing appeals to the same plan sponsors that would like to have Roth
contributions or safe harbor plans - doctors, lawyers, engineers, accountants and other
professional practice groups.

Every employer's needs are
different - and Sterling Trust
provides the tools to let you
deliver a custom 401(k) plan

design —

B Open architecture

m Full service on our in-
house daily valuation
platform

m Administration-only
service on the major
vendor platforms

B Competitive fees

B Full fee disclosure — with
full offset of all revenue-
sharing to plan!

Best of all, our complete
independence as a non-
producing TPA means we’ll

never compete with you.

Call today.
800.955.3434, option 5

STERLING

TRUST

ST-PRO-0012 Rev. 5/09




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJDFFile false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



