
Introduction

Cash Balance Plans have emerged as a
popular retirement planning tool for small
business owners, professionals, and
high-income earners. These plans combine
the best elements of traditional defined
benefit pensions and 401(k) profit-sharing
plans, offering substantial tax benefits,
higher contribution limits, and flexible design
options. This guide provides an in-depth
look at Cash Balance Plans, who they
benefit, and how they can help individuals
and businesses achieve their retirement
goals.

Key Features of Cash
Balance Plans

1. Tax-Deductible Contributions and
Tax-Deferred Growth

Contributions to Cash Balance Plans are
tax-deductible, and investment growth is
tax-deferred. Plan assets are only taxed
when withdrawn or rolled over to an IRA,
providing significant tax advantages.

2. Higher Contribution Limits

Cash Balance Plans allow much higher
annual contributions than a 401(k)
profit-sharing plan. The maximum
contribution depends on the participant's
age and generally increases with age. For
example, contributions can exceed
$300,000 annually for older participants.

3. Creditor Protection

As ERISA-qualified plans, Cash Balance
Plans protect assets from creditors in the
event of lawsuits or bankruptcy.

4. Flexible Design Options

Employers can design Cash Balance Plans
to provide different levels of benefits for
various employees, including owners,
partners, and key individuals. This flexibility
makes them a valuable tool for rewarding
and retaining top talent.

5. Compatibility with 401(k) Plans

Cash Balance Plans can work alongside
existing 401(k) plans, enabling businesses
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to maximize retirement benefits for all
employees.

Ideal Candidates for Cash
Balance Plans

Cash Balance Plans are not a
one-size-fits-all solution but are particularly
well-suited for:

● Highly Profitable Businesses:
Owners seeking larger tax
deductions and robust retirement
plans.

● Professional Groups: Medical
practices, law firms, and other
professional entities.

● Older Business Owners:
Individuals over 36 years of age who
need to "catch up" on retirement
savings.

● Companies with Consistent Profit
Patterns: Firms that can sustain
required annual contributions.

● High-Income Earners: Those
earning more than $280,000
annually, looking to maximize
retirement contributions.

● Family-Owned Businesses: Those
incorporating succession planning
into their retirement strategies.

● Sole Proprietors: Professionals
with incomes exceeding $280,000
per year.

Plan Design and
Implementation

1. Contribution Flexibility While Cash
Balance Plans allow for varying contribution
levels among participants, amendments to
contributions are limited and must comply
with specific regulations. For instance,

contributions can be adjusted for valid
economic reasons, such as changes in
profitability.

2. Interest Crediting Rates Interest credits
are typically set at a fixed rate (e.g., 3-5%)
but can also be tied to market-based
indices. Fixed rates are often preferred to
avoid complications with maximum lump
sum benefits and contribution cost
increases.

3. Maintenance and Compliance Cash
Balance Plans require annual valuations,
reporting, and adherence to compliance
standards. Businesses must commit to
maintaining the plan for at least 3-5 years to
ensure long-term benefits.

Benefits and Considerations

Benefits:

● Significant Tax Savings:
Contributions reduce taxable income
for employers and employees.

● Higher Savings Potential:
Compared to standalone 401(k)
plans.

● Employee Retention: Enhanced
benefits can attract and retain top
talent.

● Asset Protection: ERISA
protections offer peace of mind for
participants.

Considerations:

● Profitability Requirements:
Businesses must maintain
consistent profitability to meet
annual contributions.

● Long-Term Commitment: These
plans are best suited for businesses
prepared for multi-year investment.
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● Administrative Costs: Annual
valuations and compliance
requirements may incur additional
costs.

Next Steps for Business
Owners and Professionals

If you’re considering a Cash Balance Plan,
timing is critical. Plans must be established
by the end of your fiscal year to capture tax
benefits for that year. Collaborating with a
qualified financial advisor ensures a tailored
plan that aligns with your goals.

To determine if a Cash Balance Plan is right
for you, consider the following questions:

● Do you have consistent profits?
● Are you looking to contribute more

than $62,000 annually to your
retirement?

● Do you want to combine a Cash
Balance Plan with an existing 401(k)
plan?

Conclusion

Cash Balance Plans offer a powerful
retirement savings solution for high-income
earners and businesses. With substantial
tax benefits, higher contribution limits, and
flexible design options, they provide a
compelling option for those looking to
maximize retirement savings. To learn more
or to schedule a consultation, contact us
today and take the first step toward securing
your financial future.

Disclosures: This material and the opinions voiced are for general information only and are not intended to provide
specific advice or recommendations for any individual or entity. To determine what is appropriate for you, please
contact your McInnes Financial Professional. Information obtained from third-party sources are believed to be reliable
but not guaranteed.

The tax and legal references attached herein are provided with the understanding that McInnes Group is not engaged
in rendering tax, legal, or actuarial services. If tax, legal, or actuarial advice is required, you should consult your
accountant, attorney, or actuary. McInnes Group does not replace those advisors.

Securities and Investment Advisory Services Offered Through M Holdings Securities, Inc. A Registered Broker/Dealer
and Investment Adviser, Member FINRA/SIPC. McInnes Group, Inc. is independently owned and operated. File
#7474535.1 exp. 12/24/2026
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