Small-business retirement plans
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Small business, big rewards

As a small-business owneryou've
taken some risks. Don't miss out
on the retirement rewards.

As the owner of a small business, you've assumed
the risk of going it alone. But while going into
business can be financially risky, going into
retirement doesn’t have to be.

There are several retirement plans designed
specifically for small-business owners like you ...
so you can focus on your business today and reap
the retirement rewards tomorrow.

When it comes to your retirement, you don’t have
to go it alone. Take the first step today and learn
more about which plan may be right for you.

Which plan s right for you?

As a small-business owner, you don't expect a gold
watch when you retire — but should still expect to
enjoy your golden years. With a little planning
(and with the right plan) you and your financial
professional can help you turn your successful
business into a successful retirement.

There are several tax-advantaged plans that may
help you save for retirement, while potentially
reducing your current tax burden. Which of these
best suits your needs depends in part on what your
goals are, and on how many employees your
business has. Among the solutions you may
consider are:

Individual 401 (k)
 Simplified Employee Pension (SEP) plan
o One-person defined benefit plan

« Savings Incentive Match Plan for Employees
(SIMPLE)

Each of the plans has unique benefits and
limitations. Work with your financial professional
to determine which plan is best for you.

Actively managing your
retirement assets

While you're working

At retirement




Small-business retirement plans

The plans at a glance

Features Individual 401 (k) SEP IRA One-person SIMPLE IRA
defined benefit

Primary feature Higher contribution limits No reporting requirements  Substantially higher Employees can contribute
with minimal administration  with minimal administration ' contributions allowed than  to their own retirement
other retirement plans savings

Who contributes? Employee: Contributions Employee: None Employee: None Employee: Contributions

via salary reduction Employer: Discretionary Employer: Mandatory via salary reduction

Employer: Discretionary annual contributions annual contributions Employer: Mandatory
annual contributions annual contributions

Set-up and Establish with a third-party ~ Establish with Establish with a third-party ~ Establish with
administration administrator; IRS Form 5500 ' IRS Form 5305-SEP; administrator; IRS Form 5500 ' IRS Form 5304-SIMPLE;
may be required No annual filing required may be required No annual filing required

2008 Employer contribution up to  Employer contribution of Contribution determined Employee can make an
contribution limits  25% of compensation and up to 25% of compensation  annually by an actuary. elective deferral of up
employee salary deferrals of ~ for each participant, notto  See chart inside for to $10,500 ($13,000 for
up to $15,500 ($20,500 for  exceed $46,000. contribution illustration. employees 50+), limited
employees 50+). Total plan to 100% of compensation.
contributions per participant
cannot exceed $46,000 in Employer must make
2008 ($51,000 if age 50+). either: 3%-of-compensation
match to the employees
who contribute, or
2%-of-compensation
match to all eligible
employees whether they
contribute or not.

Minimum Generally, must be available  Generally, must be available  Generally, must be available  Generally, must be
employee coverage  to owner(s) and spouse(s)  to all employees who to all employees who are at  available to all employees
requirements who work at least 1,000 are at least 21 years old least 21 years old AND work  who have earned income
hours per year. Business AND have worked for the at least 1,000 hours per year.  of at least $5,000 in any
cannot adopt an individual ~ employer for three of the Allianz cannot accept the plan prior two years and are
401(k) plan if there are last five years AND have unless the owner is reasonably expected
any full-time employees earned income of $500 sole full-time employee. to earn at least $5,000
other than the owner(s) (for 2008). in the current year.
and spouse(s).

Deadline for December 31, Business tax filing deadline  December 31, October 1
establishing the plan  or fiscal year end (plus extensions), or personal ' or fiscal year end

tax filing deadline for sole

proprietor (plus extensions).




Small-business retirement plans

Individual 401(k)

An individual 401(k) plan is similar to those sponsored by larger companies,
but offers a manageable level of administration. Significant contributions can
be made to the plan, which is designed for companies where the business
owner(s) and spouse(s) are the only eligible employees.

An individual 401 (k) offers:

« Greater contribution limits compared to other plans

o Flexibility (annual contributions are not required)

e Limited reporting requirements and simplified administration

o Tax-deductible contributions and tax-deferred growth

 An option to exclude part-time employees who work fewer
than 1,000 hours per year

An individual 401(k) may be suitable for:

« Small businesses with no full-time employees other than
business owner(s) and spouse(s)

e “S”and “C” corporations
* Sole proprietorships
e Partnerships

o Limited liability companies

Contribution limits and administration

In 2008, an individual 401(k) plan allows for a business contribution of
up to 25% of compensation and employee salary deferrals of up to $15,500
(320,500 for employees age 50 and older). Total plan contributions per
participant cannot exceed $46,000 in 2008 ($51,000 if age 50 or older).

An individual 401(k) plan must be established through a third-party
administrator, and IRS Form 5500 must be filed when plan assets
exceed $250,000 or at plan termination. The plan must be established
by December 31st, or by the end of the business’ fiscal year, whichever
comes first.

Here's an example of how an
individual 401 (k) might work.




Simplified Employee Pension (SEP)

As the name implies, a Simplified Employee Pension (SEP) requires minimal Here's an example of how a
administration and paperwork. A SEP can give you an effective way to SEP might work.

accumulate tax-deferred retirement savings while offering your employees

a competitive retirement plan. The contribution limits for SEPs have increased
in recent years, making them even more attractive to small businesses.

A SEP plan offers:
Large contribution limits (up to $46,000 in 2008)

Flexibility (there are no annual contribution requirements)

Minimal administration and no reporting requirements

Tax-deductible contributions and tax-deferred growth

A desirable retirement benefit to help attract and retain employees

Employee-selected SEP IRAs

The option to exclude certain employees

A SEP may be suitable for:

e “S”and “C” corporations

Sole proprietorships

Partnerships

Nonprofit organizations

Government entities

Limited liability companies

Contribution limits and administration

In 2008, the maximum contribution for each participant in a SEP is 25%
of compensation, not to exceed $46,000.

Administration is simple: You need only complete IRS Form 5305-SEP
to establish the plan, and no annual employer tax filing is required.

The deadline for establishing a SEP is the business tax filing deadline
(plus extensions) or, if you're a sole proprietor, the same as your personal
tax-filing deadline (plus extensions).




One-person defined benefit plan

A one-person defined benefit plan is a qualified retirement plan in which
annual contributions are made to fund a chosen level of retirement income
at a predetermined retirement date.

An actuary must evaluate the plan annually to determine the required
contribution based on a variety of factors, including investment performance,
the participant’s age, and his or her compensation. While this plan is more
expensive to set up and administer, it does allow for the highest contributions
of all plans highlighted in this brochure.

A one-person defined benefit plan offers:

« Substantially higher contributions than other retirement plans

o Tax-deductible contributions and tax-deferred growth

Suitable candidates for a one-person defined benefit plan include:
o Owner-only businesses with no full-time employees (this is required)
e Plan participant is over age 45
o Participant has at least $50,000 per year to contribute to the plan,
and at least $75,000 in annual compensation
Contribution limits and administration

An actuary must review your plan annually and determine the required
contribution. Contribution requirements may vary every year, depending on
investment performance, the participant’s age, and his or her compensation.

The chart below approximates the maximum initial plan contribution for
an owner of various ages and at various annual compensation levels who
plans to retire at age 65.

Maximum contribution limits for 2008

Annual compensation'  $75,000  $100,000 $125,000 $150,000 $175,000

Age
45 $19,700  $26,300  $32,900  $39,500  $46,100
50 $37,600  $50,700  $62,700  $75200  $87,800
55 $86,600  $115500 $144,400 $149,600 $149,600
60 $127,800 $157,700 $157,700 $157,700 $157,700

' Assumes W2 salary, and corporation has sufficient other income to make the defined benefit contributions
Source: Dedicated Defined Benefit Services, 2/2008.

A one-person defined benefit plan must be established through a third-party
administrator, and requires that IRS Form 5500 be filed every year. The deadline
for establishing this plan is December 31, or the end of the business’ fiscal year,
whichever comes first.

Here's an example of how a
one-person defined benefit
plan might work.




Savings Incentive Match Plan for Employees

(SIMPLE)

A SIMPLE is an IRA-based retirement plan that is largely funded with employee
contributions from their salaries, with a modest employer match. In many
ways, a SIMPLE IRA resembles a 401(k), but it's much easier and less expensive
to administer than qualified plans subject to ERISA (Employee Retirement
Income Security Act). A SIMPLE IRA offers employees higher contribution limits
than a traditional IRA, and requires minimal employer contributions.

A SIMPLE IRA offers:

« Higher contribution limits for employees than those permitted by
traditional IRAs

e Minimal employer contribution requirements

e Minimal administration and no reporting requirements

o Tax-deductible contributions and tax-deferred growth

o Adesirable retirement benefit to help attract and retain employees
o Employee-selected SIMPLE IRAs

» The option to exclude certain employees

Suitable candidates for a SIMPLE IRA include:

 Business owners with 100 or fewer employees who make more than
$5,000 per year and have no retirement plan in place

Contribution limits and administration

« [n 2008, an employee can make an elective deferral of $10,500
($13,000 if age 50 and older), limited to 100% of compensation.

e The employer must then make either:
- A 3%-of-compensation match to the employees who contribute, or

- A 2%-of-compensation contribution to all eligible employees whether
or not they contribute

It's easy to establish a SIMPLE IRA: Just complete IRS Form 5304-SIMPLE;
no annual employer tax filing is required. The deadline for establishing
this plan is October 1.

Here's an example of how a
SIMPLE IRA might work.




You've taken the business risk. Don’t miss the retirement rewards.
Call your financial professional today.

This document is designed to provide general information on the subjects covered. Pursuant to IRS Circular 230, it is not, however,
intended to provide specific legal or tax advice and cannot be used to avoid tax penalties or to promote, market, or recommend
any tax plan or arrangement. Please note that Allianz Life Insurance Company of North America, its affiliated companies, and their
representatives do not give legal or tax advice. You are encouraged to consult your tax advisor or attorney.
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