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401k Plans or Roth 401k Plans.  These are defined contribution plans where employees contribute a percent of salary up to a specified amount.  Employers may contribute a matching amount (free money) to encourage participation.

403b Plans or Roth 403(b) Plans (also called Tax Sheltered Annuities).  These are defined contribution plans, and are the same as 401k but for non-profit tax-exempt companies and institutions (i.e., schools).

457 Plans.  These are defined contribution plans, the same as 401k plans but for state and municipal workers and tax-exempt organizations.

Average compensation.  The average of the years of salary considered in making the defined benefit calculation.

Cash-Balance Plans.  A type of DBP in which provides specific annual employer contribution (generally 4-7%) each year, plus a low but guaranteed rate of investment earnings.  Accounts grow at a predetermined rate, regardless of how much is in the account.  Employees do not make any investment decisions.

Defined Benefit Pension Plans.  A Defined Benefit Pension Plan is a DBP where payments are based on a benefit payout formula.  The formula is based on your salary, years worked and a company determined factor to calculate how much you will get each year.  Employees do not contribute and bear no risk.  

Defined Contribution Plan (DCP).  A retirement plan where the employer contributes a specific amount to the employee’s retirement funds while the employee is working and then has no responsibilities once the employee retires.  Employer contributes to a fund, and then has no additional obligation when the employee retires.  Employee may also contribute to the fund.  

Discretionary contribution plans.  Retirement plans where contributions are at the employer’s discretion.  These include profit sharing plans, stock bonus or ESOP plans, and money purchase plans.

Distribution/Payout Options.  These are options as to how you will take the benefits over your retirement.  
· Life Annuities (guaranteed for the “certain” period).  You receive benefits for as long as you live or for a certain guaranteed period, whichever is longer.
· Joint and Survivor Annuities (percent relates to the amount the spouse receives).  Both you and your spouse receive payment for as long as you live or for a certain guaranteed period.
· Special Joint and Survivor Annuity (if there is a death in the marriage the benefit decreases).  You receive payment for as long as you live or for a certain guaranteed period, whichever is longer, and your spouse, after you die, receives a percentage of that payment for as long as they live.

Employee Contribution (or Salary Reduction Plans).  These are defined contribution plans where employees contribute before tax dollars reducing their taxable income and earnings accumulate tax deferred.  

Employer Qualified Retirement Plans.  These are retirement plans, established by a company, that have specific tax and other benefits to both the company and the employee.  Benefits include competition, tax shelters, personal retirement for the owners, and personal retirement for the employees.  They can be either defined benefit or defined contribution plans.

Fixed contribution plans.  These are defined contribution plans where contributions are fixed by the employer.  Examples are thrift and savings plans and target benefit plans.

Immediate Annuity Distribution.  You can use your defined contribution plan to purchase an immediate annuity, either from your retirement Plan provider or from others outside the Plan.
IRA Rollover distribution (Be careful and don’t touch the funds).  You can roll over your distribution into an IRA. The benefits are you can defer taxes until you withdraw the funds, you can direct investment to different assets and asset classes, and you can continue to enjoy tax-deferred growth.  The risks are that there is no guarantee that funds will last a lifetime and you must begin withdrawals at 70½ or 50% penalty is incurred.

Lump Sum Distribution.  This is taking the entire retirement account at retirement.  You are responsible to ensure this amount lasts your entire life.  The benefits are you can take the money out as you need it, and can invest/gift/use it elsewhere.  The risks are that plans only allow distributions every 3 months, taxes are incurred immediately, and if you do not plan well, may not have sufficient money for retirement.

Money Purchase Plans. These are defined contribution plans where the employer contributes a percentage of employee salary each year, not dependent on company profits.  Employees do not contribute.

Periodic Payments distribution.  With this distribution, you can plan for regular payments at regular intervals, and can ensure that payments are available for a specific period of time.  However, there is no assurance of lifetime income, and your tax rate may be high due to the amount of money withdrawn.

Profit Sharing Plans.  These are defined contribution plans where employer contributions vary year-to-year depending on firm profitability (it may be zero if the firm is not profitable in that year).

Required minimum distributions.  For tax deferred retirement plans, the government requires that a certain percentage of assets must be distributed by April 1st of the year following age 70½.  The distribution is the account balance on Dec. 31 of the previous year (age 69) divided by the life expectancy from the table.  There is a 50% penalty on minimum distributions not taken.

Stock Bonus Plan. These are defined contribution plans where employer contributions are made with employer shares of stock.  Employee stock ownership plans (ESOPs) and leveraged ESOPs (LESOPs) are the most common.

Target Benefit Plan.  These are defined contribution plans that establish a required contribution level to meet a specific target level of benefits at retirement.

Thrift /Savings Plans (TSP). These are defined contribution plans where the employer matches a percentage of employee contributions to a specific amount (i.e., free money).  This program is for employees of federal civil service.

[bookmark: _GoBack]Vesting period.  This is the period required before the promised benefits are considered yours.
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