GUEST COLUMN
By Amy Bovp

A good time to consider benefit plans

he end of 2007 is just around the
corner, and now is a good time
to start your year-end planning,
especially with regard to vour company’s
emplovee benefit plans.
Retirement Mans
Companies that do not have a retire-
ment plan should consider adopting
a plan before the end of the vear. This
will allow them to make contributions
at any time up to the due date, including
extension, of the business’s lax return.
The company mav also be able to claim a
general business tax credit for part of the
ordinary and necessary costs of starting
the plan, For an existing retirement plan,
the company would do well to make sure
that it is not only up-to-date with cur-
rent law, but takes advantage of current
changes in the law.
Starting in 2008, the Pension Protection
Act allows companies to automatically
enroll every employee in a 401(k) plan.

This means that an employee has to ac-
tively opt out of the company’s 401(k}
plan or be automatically enrolled and
contribute 3% of salary in the first year
and an additional 1% every year after that
(until maxing out at & to 10% of income),
Plans implementing automatic enrollment
will help emplovees save more for retive-
ment. Inaddition, 301(k) plans will not be
subject to the nondiscrimination lesting,
which is performed cach vear Lo ensure
that highly-compensated employees do
not benefil more in the 401(k) plan than
11L5|1-]‘|i;|;',h|}.' compensated employees,
Most companies’ plan documents will
need to be amended to allow for automalic
enrollment,

Emplovees should also check their
vear-to-date contributions to retirement
plans to be sure that they are maximiz-
ing their pre-tax contributions. The
deductible maximum for 2007 is $135,500),
Emplovees changing their contribution

deferral percentage will increase their
retirement savings as well as reduce
their taxable income for their 2007 tax
return.  Employees who turm age 50 in
2007, even on the last day of the yvear, can
take ad vantage of an additional $5,000
“catch-up” contribution. However, the
company-sponsored retirement plan must
allow for catch-up contributions,

Flexible Spending Accounts

Employer-sponsored Flexible Spend-
ing Accounts (FSA) allow employees to set
aside pre-tax money to pay out-of-pocket
medical and childeare expenses. These
plans alse allow employees and employ-
ers to reduce payroll taxes because monies
withheld pre-tax are exempt from FICA
and FUTA taxes.

Employees who make pre-tax contribu-
tions to theiremployer’s flexible spending
account should review their remaining
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Benefit plans...

Continued from Page 17

balance before year's end. 1f they leave
a balance in their account at year's end,
they will lose the money., Purchasing new
eveglasses or contacts, filling prescriptions
carlier, or having dental work done are
all great ways to utilize the funds in their
account balance,

Emplovees should also review how
much they will need to contribute for 2008
medical or dependent care expenses. A
review of the previous year's expenses
as well as an evaluation of the upcoming
year's expenses will help determine how
much the emplovee should have with-
held, A child attending kindergarten in
the fall will decrease their dependent child
care expenses, Orthodontic and vision
expenses will increase medical spending
expenses, A few calculations now could
mean substantial out-of-pocket and tax
savings next year.

In 20005, the Internal Revenue Service
changed the rules to allow participants Lo
make claims against their accounts for up
to two and a half months after the end of
their benefit year. That means employees
can now use their 2007 FSA contributions
for expenses incurred as late as March
15, 2008, However, the employer's FSA
plan must include the provisions for the
extended date for withdrawals - other-
wise, all expenses must be incurred before
year's end.

Retirement Distributions

An individual must receive a cerlain
minimum amount of their account balance
by April 1 of the calendar vear following
the later of (1) the calendar year in which
the employee becomes age 70 1/2, or (2)
the calendar year in which an emplovee
retires. It is advisable o begin these
distributions in the year the individual
turns 70 1/2 to avoid having to take two
distributions the following year. After
that, the required minimum distributions
must be withdrawn from the retirement
account before Dec. 31 of each year.

Failure to take the required minimum
distribution can be subject to an IRS pen-
alty of up to 50 percent of the amount not

withdrawn. G@&
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