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WHO 
ARE 
WE?

Get to know our experts.  
American National Insurance Company’s 

Pension Sales team is here to keep it simple 
as you get started in this lucrative market.

Dawn Franklin, 
FFSI, FLMI, AAPA
Pension Case Designer
dawn.franklin@anico.com
Ext. 7844

Mike Ruda, 
CLU, FLMI, QPA, QKA
Pension Case Designer
mike.ruda@anico.com
Ext. 7785

Bob Kline, 
JD, QPA
Pension Case Designer
bob.kline@anico.com
Ext. 7733

Richard Kudler, 
MBA, QKA, QPA, CPC
Pension Case Designer
richard.kudler@anico.com
Ext. 7829

Pension Sales Department
888-909-6504

pensionproposals@anico.com
http://pension.anicoweb.com
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Our goal is to help YOU market small 
business retirement plans and to keep 
the process SIMPLE for both you and the 
client. The new tax laws (EGTRRA and 
PPA 2006) contain numerous provisions 
designed to encourage the establishment 
of pension and profit sharing plans in the 
small business. There has NEVER been 
a better time to be in this market. Let 
us help you capitalize on the renewed 
interest by prospects and their advisors 
as they become aware of the advantages 
contained in the new law.

We Specialize In:

Plan Design, 
Administration, 

And 
Funding Vehicles 

of small business pension and profit 
sharing plans. We have the plan 
documents for any qualified plan allowed 
by law. We complete all administrative 
forms so they are “signature ready” for 
the client.  We provide a complete, simple, 
and competitive pension package.
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Full TPA Services
•	 Plan Design
•	 Documents
•	 Complete Administration
•	 Plan Funding Vehicles
•	 Availability of investment advice  

through Morningstar®

Specialized Plan Design
•	 Five Plan Designers averaging over 20-years experience each
•	 Specializing in Defined Benefit Plans, 412(e)(3) and Cash Balance Plans
•	 Generally, one to two-day turnaround on proposals

Low Fees
•	 Flat annual fees for administration, from $400 - $1,500 on plans with 25 employees or less
•	 One-time start-up fee — $450 on new or takeover plans

401(k) Takeover Specialists
•	 Can generally show lower fees, more investment options and plan design giving greater allocation to owner
•	 Takeover set-up fee — $450
•	 Group Unallocated Non-Registered* Variable Annuity with over 50 investment options
•	 No FINRA licensing necessary in most states
•	 Web access to all installation material
•	 Designers help you understand the plan you are presenting

•	 Administration & funding vehicles in the same place eases work for you and your client!

Neither American National Insurance Company nor its agents give tax or legal advice.  
Clients should contact their attorney or tax advisor on their specific situation.

*The contract has not been registered under the Security Act of 1933 in reliance upon exemptions from registration there under.

Why Consider American National for  
Your Pension Business?

We don’t split the commission. 
You receive full commission on all products!

All we need is a census 
to design plans for you!
Contact us for a census form today 
and start selling pensions!

Morningstar® Retirement ManagerSM is offered by and is the property of Morningstar Associates, LLC, a registered investment advisor and wholly owned subsidiary of Morningstar, Inc., 
and is intended for citizens or legal residents of the United States or its territories. The Morningstar name and logo are registered marks of Morningstar, Inc.
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A first year commission of $100,000 or more is very possible 
in a small business with one owner and no employees. This 
fact alone should make a producer want to know more 
about the small business retirement plan marketplace. 

There has never been a better time to be in this market. 
One of the major goals of the tax legislation passed in June 
of 2001 (EGTRRA) was to encourage the establishment of 
small business retirement plans. The enhancements in the 
legislation make the qualified plan much more appealing to 
the small business owner and employees.

Goals of New Comparability 
Profit Sharing Plan

1. Give the owner the largest possible  
 share of the contribution.

2. Add Flexibility to the plan to benefit  
different groups of employees

In the small business marketplace, its no secret the appeal 
of the retirement plan is directly related to the benefits 
provided to the owner. The tools are now present to benefit 
the owner to a large degree yet still create a meaningful 
plan for the employees. In the past, restrictions on owner’s 
benefits in small plan design resulted, much too often, in no 
plan at all for the employees. The new legislation combined 
with two already existing and very appealing small plan 
designs now create tremendous opportunities in this 
marketplace.

One existing design that works well in many small businesses 
is the New Comparability Profit Sharing Plan. The goal of this 
plan is two-fold. One goal is to give the owner the largest 
possible share of the plan contribution. The other goal is 
to add flexibility to the plan to benefit different groups of 
employees to varying degrees. This flexibility has never been 
present in any type of plan in the past. Combine this design 
flexibility with the contribution flexibility inherent in a profit 

Big Opportunities
In Small Business Retirement Plans

Continued on next page...
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sharing plan and you create an appealing plan for the owner 
that also receives the nod of approval from the firm’s CPA.

The accompanying chart compares the allocations of a 
traditional profit sharing design to a New Comparability 
approach with identical contributions from the business. 
It’s easy to create interest in the mind of the owner with 
allocations like this. 

In 2002, the tax law raised the contribution percentage limit 
for an employee from 25% of salary to 100% of salary! The 
employer profit sharing deduction was also raised from 15% 
of total salaries to 25%. This creates many possibilities for 
a combination of the New Comparability approach with 
a “safe harbor” 401(k) allowing numerous variations to 
produce great results for the owner. 

The “safe harbor” approach will assure the owner’s entire 
deferral is allowed even if none of the other employees 
make deferrals. This combination New Comparability profit 
sharing and Safe Harbor 401(k) can be an excellent design 
for the small business. 

If a producer is able to introduce a new appealing design 
to the owner (and his advisors), it can easily result in large 
rollovers of existing assets and referrals to other business. 

The pension plan is the door opener. That is key and a major 
reason for being in the small plan marketplace!
Another existing plan that works well for the small business 
is the 412(e)(3) Defined Benefit Plan. The goal of this plan is 
to create a larger deduction than would be allowed in any 
other type of plan. The ideal prospect for this design is 
an independent contractor with no employees. Usually, this 

OWNER 60 $204,000  30,600 15% $51,000  25%
Employee 33 50,000 7,500 15% 2,500 5%
Employee 34 48,000 7,200 15% 2,400 5%
Employee 54 39,000 5,850 15% 1,950 5%
Employee 42 38,000 5,700 15% 1,900 5%
Employee 43 29,000 4,350 15% 1,450 5%
Totals  408,000 61,200  61,200 

Owner’s Share   50%  83% 

Age Salary

Traditional 
Profit Sharing 

Allocation
Percent of 

Salary

New Comp 
Profit Sharing 

Allocation
Percent of 

Salary

Traditional Profit Sharing vs. New Comparability Profit Sharing

Note: The contributions above are based upon the guaranteed annuity purchase rates, the guaranteed insurance cash values, and the guaranteed 
annuity accumulation rates of American National Insurance Company 412(e)(3) qualified life and annuity products. The numbers assume the business 
owner at the selected ages has earnings of at least $205,000, in 2014 and a retirement age of 62. 

Big Opportunities
In Small Business Retirement Plans (continued)



For Agent Use Only; Not For Distribution or Use With Consumers 7

AGE 40  $103,034  $114,783
AGE 45     $136,807    $159,295
AGE 50     $198,810 $243,630
AGE 55  $244,657    $322,032

Annuity  
Only

Max Life  
Ins & Annuity

Maximum First Year Deduction  
Available at Selected Ages: 

design works best if the owner is age 50 or above and has 
very few employees. By design, it is an expensive plan whose 
goal is to create a large deduction and accumulate large sums 
in a short period of time for the owners who have only a 
few years to retirement. Some illustrative contributions at 
selected ages are shown in the chart below. 
A 412(e)(3) plan allows an older business owner to accumulate 

substantial retirement funds if he has only a short period to 
retirement. The additional appeal is a large business deduction. 
This is a defined benefit plan so there is no contribution 
flexibility as is present in the profit sharing plan. A consistent 
income is necessary to complete the plan. 

The plan has advantages over a traditional defined benefit 
plan in that the benefits are guaranteed by an insurance 
company. If level annual premiums are paid, the insurance 
company is absolutely guaranteeing the monthly benefit at 
retirement. No funds are held by the employer. Generally the 
assets MUST be invested in fixed annuities or a combination 
of whole life and fixed annuities. Variable products cannot be 
used since the insurer must be able to guarantee all benefits 
based upon a set contribution level. 

This is a conservative type of defined benefit plan. The plan 
is actually exempt from many of the funding requirements of 
412 of the code (full funding limitation, quarterly contribution, 
actuarial certification, etc.). The reason for the exemption 
is the burden of providing the benefit is shifted from the 

employer to the insurance company. This is not a new type 
of design. It is simply little known because the assets must 
be invested with an insurance company. Usually this means 
the insurance company must have contracts that comply 
with 412(e)(3) and the situation is more convenient if the 
company also does the plan administration. In today’s world, 
there are very few insurance companies administering plans 
in the small plan marketplace so the “word” about this type 
of plan doesn’t spread in the same way other designs do.

This is a very viable design for the right situation. It has 
many advantages over a traditional defined benefit plan 
such as a more understandable “accrued benefit” and a 
more consistent contribution pattern for the small business. 
Without going into more of the technical differences, suffice 
to say it may be worthwhile exploring the advantages in any 
particular situation. By the way, the new tax law creates an 
increase in the maximum benefit allowed and at an earlier 
retirement age which will actually add thousands more to 
the potential deductions. It will also open the viability of this 
type of plan to much younger individuals than in the past.

A $200,000 annual contribution to a plan with about one 
half being annual whole life premium produces a nice result 
for both the client and the producer. It also produces 
motivation for exploring the lucrative sales opportunities in 
the small plan marketplace. 

New tax laws contain numerous provisions to encourage 
small business retirement plans by raising all benefit and 
contribution levels and even creating a tax CREDIT for the 
first three years administrative costs of a new plan. 

There has NEVER been a 
better time to be in the 

small business retirement 
plan marketplace! 

The Pension Plan is a Door Opener. 
That is a Key and Major reason to be 

 in the Small Plan Marketplace!
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Plan Type 401(k)
Safe Harbor 

401(k)
Simple 401(k) Simple IRA

Target Market 1 + Employees 1 + Employees
No More than 100 

employees who earned more 
than $5,000 in prior year

No More than 100 employees 
who earned more than 

$5,000 in prior year

Key Features

Tax-deferred investing; 
flexibility in plan 

design; investment 
flexibility

Tax-deferred investing; 
no discrimination testing; 

investment flexibility

Tax-deferred investing; 
no discrimination testing; 

investment flexibility

Tax-deferred investing; 
no discrimination testing; 

investment flexibility

Contributors Employee and optional 
Employer

Employee and Employer Employee and Employer Employee and Employer

Contribution 
Flexibility

Yes
No; possible additional 
employer contributions 

above safe harbor
No Very Limited

Maximum 
Eligibility 

Requirements

Age 21 and 1 year of 
service

Age 21 and 1 year of 
service

Age 21 and 1 year of 
service

Employees earning $5,000 in 
current year and any 2 prior 

years

Maximum Annual 
Salary Deferral

$17,500 (2014) with 
$5,500 catch up 
contributions

$17,500 (2014) with 
$5,500 catch up 
contributions

$12,000 (2014) with $2,500
$12,000 (2014) with $2,500 

catch up contributions

Maximum 
Annual 

Employer 
Contribution

25% of eligible 
employee 

compensation

3-4% safe harbor; 
optional additional 
contribution either 

matching or non-elective. 
(total 25% of eligible 

compensation)

100% up to 3% match to 
participants or 2% to all 

eligible employees

100% up to 3% match to 
participants or 2% to all 

eligible employees

Vesting in 
Employer 

Contribution

May be graded up to 
6 years or 100% after 

3 years

100% immediately 
on Safe-Harbor 
contributions

100% immediately 100% immediately

Loans Yes Yes Yes No

When 
Established

Anytime
Anytime with 30-day 

notification for new plans 
prior to October 1st

Prior to October 1st Prior to October 1st

IRS 5500 
Reporting

Yes Yes Yes No

Retirement Plan
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Profit Sharing SEP IRA Money Purchase Defined Benefit
412(e)(3)

(formerly 412(i))

Business with fluctuation 
earnings and self-

employed

Small businesses and self 
employed

Business with high 
stable earnings and self 

employed

Business with stable 
earnings and owners close 

to retirement and self 
employed

Business with stable 
earnings and owners close 

to retirement and self 
employed

Flexible Contributions; 
investment flexibility

Investment flexibility
Consistent contributions; 

investment flexibility
Consistent contributions

Maximum consistent 
contributions

Employer only Employer only Employer only Employer only Employer only

Yes Yes
No; percentage 

established at plan set up
No; based on formula No; based on formula

Age 21 with 1 year of 
service (2 years with 

100% vesting)

Age 21 with any service 
in last 3 of 5 years

Age 21 with 1 year of 
service (2 years with 

100% vesting)

Age 21 with 1 year of 
service (2 years with 

100% vesting)

Age 21 with 1 year of 
service (2 years with 

100% vesting)

Not Applicable Not Applicable Not Applicable Not Applicable Not Applicable

Up to 25% of eligible 
employee compensation; 
limited to $52,000 per 

eligible employee (2014)

25% of eligible employee 
compensation

Up to 25% of eligible 
employee compensation; 
limited to $52,000 per 

eligible employee (2014)

Amount needed to fund 
plan

Amount needed to fund 
plan

May be graded up to 5 
years or 100% after 3 

years
100% immediately 

May be graded up to 6 
years or 100% after 3 

years

May be graded up to 6 
years

May be graded up to 6 
years

Yes No Yes Yes No

Prior to fiscal year end
Anytime prior to tax 

filing deadline including 
extensions

Prior to fiscal year end Prior to fiscal year end Prior to fiscal year end

Yes No Yes Yes Yes

Comparison Chart
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What is a 412(e)(3) defined benefit pension plan?
A 412(e)(3) defined benefit pension plan, referred to in IRS regulations as an “insurance contract plan”, 
is the only defined benefit plan that is exempt from the minimum funding requirements of Section 412 
of the internal revenue code. This type of plan, therefore, enjoys certain advantages over the traditional 
defined benefit plan and is worth exploring if you are the owner of a small business.

These advantages create a plan that, compared to a traditional defined benefit plan, will produce:
•	 larger initial deductions
•	 more stability in the contribution level,
•	 simpler plan administration, and
•	 a secure promise of future benefits guaranteed by an insurance company.*

What Requirements must be met to qualify as a 412(e)(3) insurance contract plan?
•	 The major requirements under Section 412(e)(3) of the Internal Revenue Code are:
•	 The plan must be funded exclusively with annuity products, or a combination of life insurance and 

annuity products, issued by an insurance company.
•	 The benefits provided each individual must be equal to the values provided in the contracts and 

guaranteed by the insurance carrier.
•	 Life insurance dividends and excess annuity interest must be used to reduce the following year’s plan 

contribution.
•	 No policy loans are allowed under the contracts.

Are 412(e)(3) plans new to the retirement planning marketplace?
No. These plans have been around since ERISA (in 1974) or even before. They were referred to as “fully 
insured defined benefit plans”. In past years, before the demise of retirement endowment contracts, they 
were fully funded with a retirement endowment contract issued with a face amount equal to 100 times 
the normal retirement benefit. They are not a “grey area” of the law and are, in fact, a very conservative 
approach to retirement plan funding. All benefits are guaranteed by an insurance company.

Frequently Asked Questions
412(e)(3) Fully Insured Defined Benefit Plans

*Contingient upon the claims-paying ability of the the issuing insurance company
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Where do you go to find a 412(e)(3) plan?
Generally, you will go to an insurance company that sells these types of plans. The funding must be in 
insurance company products and the company must guarantee the benefits. There are very few insurance 
companies who market and administer small business retirement plans so there are very few companies 
that market 412(e)(3) plans. That is why it is a plan that is somewhat unfamiliar to most CPA’s and small 
business owners. 

Why does American National market these plans?
We believe it is a market that is under-served. We specialize in the small business retirement plan 
marketplace. We design, administer, and provide funding vehicles for retirement plans for the small 
business. It is, therefore, natural that we market 412(e)(3) plans. These are specialized plans that create 
large deductions. In the right situation, there is no other plan that will meet the needs of the small 
business owner. 

What products are utilized at American National for these plans?
We have available a Whole Life product and a group fixed annuity for this marketplace.

What does American National charge to administer these plans?
We charge $450 to establish the plan which includes providing the plan and trust document and 
providing the plan trustee with a manual including all documents and administrative forms that may be 
needed in the future. Annually, we charge $1,000 to provide full administration ($900 if a one person 
plan). The full administration includes all IRS and DOL forms and the plan valuation and 5500 forms 
required. The forms will be prepared and ready for the trustee to sign and mail each year to the 
proper government agency. Note that for new plans established in 2002 and thereafter, the new tax law 
(EGTRRA) may allow a 50% tax credit for the first three plan years for administrative expenses (up to 
the first $1,000 of expenses).

What is necessary to see if a plan is feasible for you?
American National will provide a FREE feasibility study to see if a plan fits your situation. All that is 
needed from you is a census of all employees of the firm.

Who is the best prospect for this type of plan?
Generally, it will be a firm with 5 or less employees where the owner is at least age 50 and earns a very 
high, consistent income. The ideal prospect is an independent contractor with no employees.

Remember: American National keeps it SIMPLE. 
Our Pension Team is ready to answer your questions.

888-909-6504
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Dear CPA, 
             
Re: 412(e)(3) DEFINED BENEFIT PLANS

Do you have clients who would like a very large deduction for their business? Are you aware 
of 412(e)(3) Defined Benefit plans? These plans allow for the largest possible deductions to a 
small business retirement plan. These plans are particularly suited for independent contractors 
who have few or no employees. They are designed to maximize the deduction for the older 
small business owner to enable him to accumulate funds for his retirement in a very short 
period of time.

Do you have any clients with over-funded Defined Benefit plans? Did you know they may lose 
90% or more of the excess assets to taxes and penalties upon termination of the plan when 
the assets revert to the corporation? Did you know that 412(e)(3) plans may be the only viable 
solution to the problem?

These plans are not a “grey area” and have been in existence for more than 35 years. The 
IRS created special code section 412(e)(3) for these plans to exempt them from many of the 
requirements of traditional defined benefit plans since an insurance company must guarantee the 
plan benefits.

I plan to call you soon to arrange an appointment to see if you would like to know more about 
these specialized plans. These plans are ideally suited to certain unique situations in many small 
businesses and yet are not well known. 

I’m looking forward to speaking to you in the near future.

Sincerely, 

*This is not intended to be tax or legal advice from American National or its agents. 
Please consult your tax advisor or attorney for advice in your specific situation.

Sample Pre-Approach Letter
412(e)(3) Letter to CPAs

Annuity 
Only

Maximum Life 
Insurance & Annuity

Age 40 $103,034 $114,783
Age 45 $136,807 $159,295
Age 50 $198,810 $243,630
Age 55 $244,657 $322,032

 Maximum First Year Deductions Available at Selected Ages: 

Note: The contributions above are based upon the guaranteed annuity purchase rates, 
the guaranteed insurance cash values, and the guaranteed annuity accumulation rates 
of American National Insurance Company 412(e)(3) qualified life and annuity products. 
The numbers assume the business owner at the selected ages has earnings of at least 
$205,000, 2014 and a retirement age of 62.
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Dear Business Owner,          

Is your business paying too much income tax? 
 
Are you looking for a very large retirement plan contribution to help you save for 
retirement?

Are you aware of 412(e)(3) Defined Benefit plans? These plans allow for extremely large 
deductions to a small business retirement plan. These plans are particularly suited for independent 
contractors who have few or no employees. They are designed to maximize the deduction for 
the older small business owner to enable him to accumulate funds for his retirement in a very 
short period of time.

These plans are not a “gray area” and have been in existence for more than 35 years. The 
IRS created special code section 412(e)(3) for these plans to exempt them from many of the 
requirements of traditional defined benefit plans since an insurance company must guarantee the 
plan benefits.

I plan to call you soon to arrange an appointment to see if you would like to know more 
about 412(e)(3) Defined Benefit retirement plans. These plans are ideally suited to certain unique 
situations in many small businesses and yet are not well known. 

I’m looking forward to speaking to you in the near future.

Sincerely, 

*This is not intended to be tax or legal advice from American National or its agents. 
Please consult your tax advisor or attorney for advice in your specific situation.

Sample Pre-Approach Letter
412(e)(3) Letter to Business Owners

Annuity 
Only

Maximum Life 
Insurance & Annuity

Age 40 $103,034 $114,783
Age 45 $136,807 $159,295
Age 50 $198,810 $243,630
Age 55 $244,657 $322,032

 Maximum First Year Deductions Available at Selected Ages: 

Note: The contributions above are based upon the guaranteed annuity purchase rates, 
the guaranteed insurance cash values, and the guaranteed annuity accumulation rates 
of American National Insurance Company 412(e)(3) qualified life and annuity products. 
The numbers assume the business owner at the selected ages has earnings of at least 
$205,000, 2014 and a retirement age of 62.
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New Comparability Profit Sharing Plans
Great News for Small Business!

A new comparability profit sharing plan divides employees 
into groups and allows the employer to contribute a different 
percentage of pay for the employees in each group on a fully 
tax deductible basis. 

The difference between a traditional profit sharing plan and 
a new comparability profit sharing plan is the method of 
allocating the company’s contribution among the employees. 
In a traditional PS plan, the same percentage of pay is given to 
all employees. In a new comparability PS plan, the employees 
are divided into groups and each group receives a different 
percentage of pay as an allocation to their account.

Many times there are only two groups created. One group 
could consist of simply “owners” and the other group could be 
“all other employees”. If necessary to create a more favorable 
situation, we can create three or more groupings of employees.

The goal in the small business is to favor the owner. In a new 
comparability plan, it is likely that we can favor the owner 
if the owner is older than most of the other employees. 
The owner decides how he wants to group the employees 
and how much he’d like to contribute to the employees in 

each group as a percentage of pay. Then we (at ANICO) will 
perform the IRS testing to see if the desired contributions 
will be considered non-discriminatory. If they are, we will 
try different contribution levels until we reach the level of 
allocations that will be approved. The most that any one 
individual is allowed to be allocated is 100% of pay. The least 
that is allowed (as a practical matter) is 3% of pay. In reality it 
will not be that large of a spread after the IRS testing but it will 
be somewhere in-between those two numbers depending on 
the ages and salaries of all employees.

If a plan is “top heavy”, all employees must receive at least 3% 
of pay. The definition of top heavy is a plan in which the “key” 
employees (owners and certain officers of the business) have 
account balances that make up more than 60% of the total 
assets in the plan. Usually small plans are “top heavy” and that 
is a good thing. This means the key employees are benefitting 
to a large degree and that is the goal in the small business plan. 
If the key employees are befitting to at least this degree, all 
employees will receive 3% of pay or more.

IRS Regulations issued in 1990 specified that we could now 
test a plan for discrimination by comparing projected plan 
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benefits at retirement rather than the plan contributions. 
These plans are also referred to as “cross tested” plans 
since we are testing the contributions for discrimination 
by comparing the benefits of the participants at retirement. 
It is therefore more likely the owners, being older plan 
participants, will be allowed to receive a larger contribution 
than the common law employees who are generally younger, 
much like in a defined benefit plan, except without the 
mandatory minimum contribution each year.

We compare the benefits by projecting the current year’s 
desired contribution for each employee to retirement and 
comparing the benefit produced by that single contribution. To 
oversimplify the testing, if the average benefit for the “non-highly 
compensated group” of employees is at least 70% of the average 
benefit of the “highly-compensated group” of employees, then 
the plan will be considered non-discriminatory even though it 
may not appear so since the owner may be receiving a much 
larger contribution than the other employees. Generally the 
“highly compensated group” will include any owners and those 
making over approximately $115,000.

Our job at ANICO is to perform the testing to know how 
large a spread we can produce between the owner and all 
the other employees and have the plan still considered non-
discriminatory under the IRS Regulations.

The following example will illustrate the kind of 
difference in allocation that could be possible with a new 
comparability plan compared to a traditional plan. Each 
plan is different and the ages and salaries of each group 
will determine the maximum spread that can be generated 
between the owner and the other employees. Again, the 
maximum possible spread would be 100% for the owner 
and 3% for everyone else. 

In the example below, the owner receives five 
times more than the other employees as a 
percentage of pay. To say it another way, for the 
same contribution for the business, the owner 
receives $20,400 more in his account in the 
new comparability allocation of the money.

We can provide a FREE feasibility study to determine if a new comparability 
plan would be appealing for your prospect if you provide us the census 
information showing the date of birth, date of employment, and salary for 

each employee.

The owner has nothing to lose to explore the possibilities! 

Age  Salary

Traditional 
Profit Sharing 

Allocation
% of 

Salary

New Comp 
Profit Sharing 

Allocation
% of 

Salary

Owner 60 $204,000 $30,600 15% $51,000 25%

EE1 33  50,000 7,050 15% 2,500 5%
EE2 34  48,000 7,500 15% 2,400 5%
EE3 54  39,000 5,850 15% 1,950 5%
EE4 42  38,000 5,700 15% 1,900 5%
EE5 43  29,000 4,350 15% 1,450 5%

$408,000 $61,200    $61,200
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Dear CPA, 

Are you aware that Profit Sharing plans no longer have to allocate the same percentage for all 
employees? This presents exciting new planning opportunities for small business owners! 

If you have clients who have or wish to have a Profit Sharing plan, you owe it to yourself and to 
them to become familiar with the new concept called New Comparability Profit Sharing 
plans. Consider the example below for 2014. Which plan has more appeal?

The owner in the sample above, for the same contribution from the business, can almost double 
his own allocation of the firm’s Profit Sharing contribution. And his contribution, as a percentage of 
salary, is FIVE TIMES that of the other employees.

Wouldn’t you like to hear more? Wouldn’t your clients who are small business owners like to know 
if they could get a larger slice of the Profit Sharing pie?

I specialize in tax deductible* retirement plans for the small business and will call you soon to see 
if I can be of service to you and your clients.

Sincerely, 

*This is not intended to be tax or legal advice from American National or its agents. 
Please consult your tax advisor or attorney for advice in your specific situation.

Sample Pre-Approach Letter
New Comparability Profit Sharing Plans for CPAs

Age Salary

Traditional 
Profit Sharing 

Allocation
% of 

Salary

New Comp 
Profit Sharing 

Allocation 
 % of 
Salary

OWNER 60 $204,000 $30,600 15% $ 51,000 25%
Employee 33 50,000 7,500 15% 2,500 5%
Employee 34 48,000 7,200 15% 2,400 5%
Employee 54 39,000 5,850 15% 1,950 5%
Employee 42 38,000 5,700 15% 1,900 5%
Employee 43 29,000 4,350 15% 1,450 5%

$408,000 $61,200 $61,200
OWNER’S 

SHARE
50% 83%
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Dear Business Owner,

Good News! Profit Sharing plans no longer have toe allocate the same percentage of pay to all 
employees!

If you have or wish to have a Profit Sharing Plan for your firm, you owe it to yourself to become 
familiar with the concept called a New Comparability Profit Sharing Plan. Consider the example 
below for 2014. Which plan has more appeal to you?

   

The owner above, for the same contribution from the business, can almost double his own allocation 
of the Profit Sharing contribution! And his contribution, as a percentage of salary, is FIVE TIMES 
the percentage of other employees.

Wouldn’t you like to hear more? Wouldn’t you like to know if you, as a business owner, could receive 
a larger slice of your firm’s Profit Sharing contribution?

I specialize in Qualified Plans for the small business and will call you soon to see if I can be of service 
to you.

Sincerely, 

*This is not intended to be tax or legal advice from American National or its agents.
Please consult your tax advisor or attorney for advice in your specific situation.

Sample Pre-Approach Letter
New Comparability Profit Sharing Plans for Business Owners

Age Salary

Traditional 
Profit Sharing 

Allocation
% of 

Salary

New Comp 
Profit Sharing 

Allocation 
 % of 
Salary

OWNER 60 $204,000 $30,600 15% $ 51,000 25%
Employee 33 50,000 7,500 15% 2,500 5%
Employee 34 48,000 7,200 15% 2,400 5%
Employee 54 39,000 5,850 15% 1,950 5%
Employee 42 38,000 5,700 15% 1,900 5%
Employee 43 29,000 4,350 15% 1,450 5%

$408,000 $61,200 $61,200
OWNER’S 

SHARE
50% 83%
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Recent tax laws now allow a one-person 401(k) plan. 
In the past, if the business was taking the maximum 
allowable deduction of 15%, no further contributions 
could be made.  Any 401(k) elective deferral was 
counted toward the maximum deduction of the 
business so the owner could make no 401(k) deferral. 

That has now changed since the deferral on behalf of 
the participant no longer counts against the maximum 
business deduction. In addition, the maximum business 
deduction was increased to 25% of participant’s salaries 
for a profit sharing plan. This combination of increased 
business deferral and a new allowable personal 401(k) 
deferral creates the scenario below for a one-person 
corporation with a salary of $51,000 for the owner.

This example also demonstrates the 401(k) “catch up” 
deferral for those ages 50 and over. Rather than just 
the increased $17,500 deferral, the owner is allowed an 
additional $5,500 deferral in 2014 for a total of $23,000. 

Study the comparison below to see how the owner’s 
total retirement deduction INCREASED from 15% of 
taxable salary in 2001 to 128% in 2014!

Year Age

Salary 
Before 

Deferral

Max Profit 
Sharing 

Contribution

Max. 
Elective 
Deferral

Total 
Deduction

Taxable 
Salary

% of 
Taxable 
Salary

2001 50 $51,000 $7,650 -0- $7,650 $51,000 15%

2014 50 $51,000 $12,750 $23,000 $35,750 $28,000 128%

One person Corporation Profit Sharing Deductions Available previously 
(2001) compared to this year (2014) Thanks to the EGTRRA Tax Law

The One 
Person 401(k)

Good News from the 
Tax Law Changes

There has never been a better time to be in the Small Business 
Retirement Plan Marketplace! Let us help you. ANICO performs 

total Plan services including Plan Design, Administration and 
Funding for all types of Pension and Profit Sharing Plans.
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PROBLEM: Obtaining the maximum allowable deferral 
of income by the owner in a small business 401(k). It is 
the very reason many small businesses do not have a 401(k). The 
allowable deferral of the key employees is limited and is at the 
mercy of the lower paid group of employees. Generally owners 
and others making over $115,000 cannot contribute more than 
2% of salary more to their plan, as an average, than all the other 
employees contribute to the plan as an average. Since many of the 
lower paid employees can’t afford to contribute much (if anything) 
to the plan, this will mean the higher paid employees will not be 
allowed to contribute very much themselves.

SOLUTION: “Safe Harbor 401(k)”. A Safe Harbor 401(k) will 
allow the owner and other highly paid employees to contribute 
the maximum deferral allowed by law ($17,500 or $23,000) no 
matter how much the other employees contribute.

PROBLEM: Mandatory “top heavy” plan contribution. 
When the balances of the key employees of the company are at 
least 60% of the total plan assets, the plan is considered top heavy. 
If key employees continue to contribute salary deferrals to the 
plan, the company is required by law to make a contribution of at 
least 3% of pay to all other employees in the plan. This is very likely 
to occur in a small company’s 401(k) plan since key employees are 
likely to make the largest contribution to the plan. 

SOLUTION: “Safe Harbor 401(k)”. A safe harbor 401(k) will 
be deemed to have met the top heavy requirements regardless of 
the amount of balances in anyone’s account.

A safe harbor plan solves these 401(k) plan problems often 
encountered by a small employer and is a very popular plan for 
the small business. 

If the firm is concerned only in minimizing the employer outlay 
for employees in a 401(k), the matching method may be the 
best method. But if they have additional funds available in the 
business and would consider making additional contributions 
that could be allocated primarily to the owners or key people, 
they will want to explore the second method of meeting the 
safe harbor requirements.

A safe harbor 401(k) plan will allow the “highly compensated employees” (generally those making over 
$115,000, and all the owners of the company) to contribute their maximum elective deferral ($17,500 if under 
age 50 and $23,000 if age 50 or over) no matter what the other employees contribute as elective deferrals.

What are the two methods 
of meeting the safe harbor 

requirements?

1. The firm “matches” each employee’s contribution 
to the plan. The match must be at least equal to 100% of 
the first 3% of contribution deferred and 50% of the next 2% 
deferred by the employee. Any matching contribution would 
be 100% vested in the employee at all times.

Example 1: If an employee didn’t defer anything, the firm would 
not have to contribute anything for the employee

Example 2: If an employee defers 1% of pay, the firm must also 
contribute 1% of pay.

Example 3: If the employee defers 5% of pay (or more), the firm 
must contribute 4%. This will be the maximum the firm would 
have to contribute for any employee.

2. Contribute 3% of pay into the plan for all employees 
– whether or not the employee defers any of their own money 
into the plan. This additional 3% contribution would be 100% 
vested in the employee at times. There is an advantage to this 
approach if the firm is interested in trying to benefit the key 
employees to a larger degree. An additional profit sharing 
contribution could be made to the plan that allocates a large 
percentage of the contribution to the company’s owners 
and other highly paid employees. The contribution would be 
allocated in the same manner as a New Comparability profit 
sharing plan, which allows the older company owners to receive 
larger contributions than the younger rank and file employees. 
(See our additional information on New Comparability Plans.) 
But best of all, the 3% contribution the employer makes to 
non-owners to avoid the deferral percentage testing can do 
“double duty” and allow the owners to receive as much as 9% 
additional contributions from the employer.

Safe Harbor 401(k) Plans
Max. Deferrals for Highly Compensated Employees
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A Defined Benefit plan promises the employees a 
projected benefit at the normal retirement age stated 
in the plan. The benefit is “guaranteed” by the plan 
sponsor, that is, the cost and any investment risk is 
born by the employer.

One of the most common questions a business owner 
will ask when considering a plan with a guaranteed 
benefit at retirement is “what if in some future 
year I can’t afford to make the contribution that 
the actuary says is mandatory?” The answer could 
be a choice between the administrative expense 
of redesigning the plan or federal excise taxes for 
plan underfunding. In the past, the only way to avoid 
this result was to adopt a type of plan that did not 
promise a guaranteed benefit at retirement, such as 
a profit sharing or 401(k) plan. But these types of 
plans severely limit the amount of contribution an 
owner can deduct and may not be sufficient to fund 
an adequate retirement benefit. 

Defined benefit plans allow higher contribution 
levels than defined contribution plans. Unfortunately, 
along with the opportunity to make and deduct 
larger contributions, defined benefit plans create the 
requirement to fund the plan at those higher levels 
each and every year. 

The Pension Protection Act of 2006 (PPA) re-wrote 
all the rules regarding funding of Defined Benefit plans 

and has increased the flexibility of the contributions. 

Prior to PPA, Defined Benefit plans were required 
to fund to exactly 100% of the guaranteed level of 
benefits – employers could fund no more and no 
less. So, if assets didn’t perform as well as expected, 
mandatory contributions went up, and if the plan’s 
funds performed exceptionally well, contributions 
went down, often against the wishes of the plan 
sponsor. And there was no allowance to fund any 
amount except the mandatory amount determined 
by the plan’s actuarial funding calculations.

PPA changed the funding rules to allow a plan sponsor 
to fund anywhere from 100% to 150% of the benefits 
guaranteed by the plan. As a result of this new 
legislation, defined benefit plans can now be designed 
to allow contribution levels that are significantly higher 
than profit sharing levels AND have the flexibility to 
vary those contributions by a wide margin after the 
initial plan year. 

We are often asked how, if the benefit is “defined’ at 
a certain level, annual contributions can be flexible. 
Let’s say a business owner wants to save $1 million 
at retirement in 8 – 10 years (far more than could be 
accumulated at $51,000 per year with an achievable 
investment strategy). The actuary designs the plan 
to provide a guaranteed benefit of about $800,000 
at retirement. This level of Defined Benefits allows 

Traditional Defined Benefit Plans
Regulation Changes Add Flexibility
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the owner to target a lump sum anywhere from 
$800,000 to $1.2 million, and to switch levels from 
one year to the next. 

Now the owner makes contributions with a  
$1 million goal in mind for the first couple of plan 
years. Then, in year 3 (or 4, or 5, or 6, etc.) of the 
plan, he decides he wants a lower contribution (or 
none at all). If the actuary switches the target from 
the $1 million that was being funded to the minimum 
$800,000 guaranteed by the plan, the plan now has 
a large surplus over and above the minimum funding 
and can make a small or even $0 contribution for 
a year or two. Or, if the business owner decides 
business is more profitable than expected and he 
can save even more for retirement, the actuary can 
switch the target from $1 million to $1.2 million. The 
maximum contribution goes way up, since the owner 
now has to “catch up” for all past years when the 
funded target was lower.

Here is an example of a plan we have actually designed 
for a small business owner who is age 55 and has 
three employees. A defined benefit plan is necessary 
to reach the contribution and retirement benefit goals 
of the business owner. The chart below illustrates 
contribution levels for three different types of defined 
benefit plans that we can design and administer. 

Both the 412(e) and Cash Balance plan will have 
required contributions that will generally not vary in 
amount by too much on an annual basis and will be 
a fixed obligation for the business owner. However, 
because of the changes in the funding rules described 
above, the defined benefit plan can allow for a 

huge range in the mandatory minimum / maximum 
deductible contribution for a particular year. 

In this example, the defined benefit plan targets an 
annual contribution of $171,840 in the first year. 
The second year would only require a minimum 
contribution of $84,031 but could allow a maximum 
contribution of as much as $202,000. The owner 
decides to take the same deduction in year two as 
year one (about $170,000), and the third year required 
contribution range could range from a minimum of $0 
to a maximum of $221,700. 

Each year, of course, current and future costs 
can be impacted by the plan’s earnings and the 
previous contribution levels. An Enrolled Actuary 
is still needed to determine the plan’s minimum 
and maximum contribution amounts, and American 
National provides these actuarial services as part of 
our low annual administration fee. But the  law gives 
the actuary the ability to create a wide contribution 
range, not a single, mandatory contribution amount. 
So for that owner who is concerned about funding 
obligations in a “down” year, the defined benefit plan 
may now be a very appealing plan design.

412(e) Cash Balance Defined Benefit

Owner $206,424 $166,000 $158,479

Total w/ EE’s $233,051 $185,090 $171,840

% to Owner 87% 89% 92%

First Year Defined Benefit Contributions

To learn more about this 
exciting opportunity, 

Contact Pension Sales at 

888-909-6504
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A Dash Plan Is A New Comparability Profit Sharing Plan 
With Safe Harbor 401(k) Provisions. 

It is called a “DASH” plan as an acronym for “Double 
Advantage Safe Harbor” since the 3% safe harbor 
contribution will count toward testing under the top 
heavy rules and also as a contribution under the new 
comparability testing rules. Thus, this creates a double 
advantage to the minimum contribution.

A SIDE NOTE: Because the 3% contribution alone 
qualifies the plan as a Safe Harbor plan, there is actually a 
triple advantage but if we called it a triple advantage safe 
harbor plan, it would produce the undesirable acronym 
of the TRASH Plan!

Of course the main objective and likely result with this 
type of plan is to benefit the owner. In the small business 
market we target, the business owner alone makes the 
decision to adopt of not to adopt the plan, and we need 
to be able to show him that he keeps more of his money 
by adopting a plan than by paying corporate or personal 

income taxes on the business income. The owner may 
also desire to benefit the company’s other highly paid 
employees or the remaining employees, but addressing 
the owner’s needs FIRST is what will sell the plan.

The 3% minimum contribution required for the safe 
harbor will be 100% vested in the employee at all times. 
Any additional contribution that made in excess of the 
3% is allowed to be subject to a vesting schedule.

The following example illustrates the possibilities 
with this type of plan. This is a Sub-S Corporation 
in which the owner is keeping his W-2 salary low 
to avoid FICA tax on the balance. It is a common 
practice in a Sub-S Corporation but only W-2 
salary can be counted for retirement plan 
purposes. Thus, historically, it was not possible to 
generate a large contribution to a profit sharing 
or 401(k) plan. However, new pension legislation 
now allows us to create a very appealing scenario 
for the small business owner as shown in the 
example on the following page. 

D.A.S.H. for the Cash!
Double Advantage Safe Harbor 401(k)
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In Step 1 above, a 3% Safe Harbor contribution is made 
to the profit sharing plan. This will allow (in Step 2) 
the owner to defer the maximum deferral into the 
401(k) plan even though the employees are electing 
not to defer any additional salary. Then in Step 3, after 
running the IRS non-discrimination tests under the 
New Comparability rules, we discover the owner can 
receive a very large additional deduction from the 
business if he is willing to contribute 2% more for each 
employee. We can see that the end result is the 
owner receiving 91% of the total contribution. 
His W-2 salary is $51,000 but he does not pay tax on 
his deferral of $23,000 so he is paying income tax on 

only $28,000 and yet $56,500 is being set aside for the 
owner on a deductible basis.

This is a very appealing plan design for the small 
business owner and can result in some intriguing 
allocations depending on the situation. The result 
for every business will be different since the non-
discrimination testing depends on the ages and salaries 
of all employees in each business situation. That is 
how we can help you at American National. We will 
perform the testing and help determine which type of 
plan is best in any situation. You just need to furnish us 
a census of the business and we will take it from there.

Age Salary
Total 

Allocation

OWNER 60 $51,000 $1,530 $23,000 $31,970 $56,500
Employee 54 33,000 990 -0- 660 1,650
Employee 27 31,000 930 -0- 620 1,550
Employee 27 29,000 870 -0- 580 1,450 
Employee 26 23,000 690 -0- 460 1,150

Totals $167,000 $5,010 $23,000 $34,290 $62,300

Step 1

Step 2

Step 3

3% vested 
employer 

contribution

401(k) 
elective 

deferrals by 
employees

Additional 
employer 

contribution 
allowed 

under “new 
comparability” 
testing rules

We can provide a FREE feasibility study to determine if a DASH Plan would be an appealing 
plan for your prospect. The owner has nothing to lose by exploring the possibilities. 

Contact us today!
 pensionproposals@anico.com 

888-909-6504

The main objective, and 
likely result, of this type of 
plan is to benefit the owner.

91%
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EGTRRA (and now PPA 2006) allow IRA rollovers into 
qualified plans. This is an opportunity to roll over ANY 
IRA funds into a qualified plan. This could be a huge 
opportunity for sales. Why? 

When the IRA funds are rolled into a qualified plan, the 
funds now take on the characteristics of qualified plan 
money. Keep in mind that IRA funds are not available 
for loans, they are not available for the purchase of 
insurance, they have a 10% penalty if withdrawn before 
age 59 ½, they are still subject to creditors in many 
states, and they may have limited investment options.

Rolling IRA Funds in to a qualified 
plan means:

1. The funds are available for loans. For the 
first time ever, this also includes sole-proprietors, 
partners, and Subchapter S shareholders. 

2. Funds withdrawn from a qualified 
plan are not subject to a 10% penalty 
if withdrawn after age 55 if there is 
separation of employment. There in not 
the need to wait until age 59½ to avoid the penalty 
like there is in an IRA or tax sheltered annuity.

3. Qualified funds are protected from 
bankruptcy. This may be reason enough for 
a rollover in a state where IRA funds are not 
protected from bankruptcy.

4. In a qualified plan, there may be more 
investment opportunities than in the 
IRA. In ANICO’s group variable annuity, for example, 
there are over 50 investment options available through 
seven money managers. And this product can be sold 
by a producer who is not FINRA licensed. 

The qualified plan of choice would normally be a 
profit sharing plan due to the contribution flexibility. 
Therefore, small business owners may choose to 
establish a profit sharing plan to avail themselves of 
the opportunity to roll over their IRA funds as well as 
the chance to make additional deductible contributions 
into the profit sharing plan to save for retirement.

IRA Rollover 
Opportunities

There are four major reasons why 
someone might want to rollover 

IRA funds into a qualified plan.

This is just one more of the many opportunities presented by new tax law. 
Numerous provisions have been introduced to encourage the establishment 

of small business retirement plans, increase the portability of qualified 
funds, reduce the cost and complexity of administration, and increase the 

contribution and benefit limits of qualified plans. 
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Here is one more pension idea arising from tax law 
changes. This may be the quickest and most efficient 
method of arousing interest and ultimately rolling over 
large amounts of commissionable assets into ANICO 
products.

Historically, doctor’s offices (as one example) have 
installed combination Money Purchase and Profit 
Sharing plans so the doctor could receive the 
maximum 25% of salary contribution into the plans. 
This combination of plans is no longer necessary. It is 
now possible to receive the maximum deduction with 
the profit sharing plan alone. The business deduction 
available is a maximum of 25% of the sum of the 
salaries of all participants. Any one individual can 
receive a maximum annual addition of 100% of salary 
up to a dollar limit of $51,000! (in 2014)

So there is no need for the business to continue both 
plans. Two plans create double the administrative 
fees and government filings. In addition, the Money 
Purchase contribution is a “fixed” contribution with 
no flexibility. If the entire contribution is allocated to 
the Profit Sharing plan, as can now be done, there is 
complete flexibility in the total contribution each year. 
The Profit Sharing plan has no requirement to make a 
contribution, as does the Money Purchase plan.

The Prospecting Idea: 

Prospect for businesses currently utilizing this “dual 
plan” approach and let them know it is no longer 
necessary. How can you help them? Very simply, you 
can show the business owners how they can:

•	 Save fees by having one plan. They can merge 
the Money Purchase plan into the Profit Sharing 
plan. If we take over the plan administration, it’s 
a sure bet our fees will be MUCH LOWER than 
they are used to paying, and there will only be fees 
for one plan. This will make them very happy!

•	 Add flexibility to the contribution level. 
With all funds going into the Profit Sharing plan, 
there is complete flexibility each year as to the 
level of contribution made by the business. This 
will make them very happy!

•	 Enjoy more investment options. In most cases, 
our product with over 50 investment choices will 
allow more options and flexibility than the funding 
vehicles they are now in. This will make them very 
happy!

•	 Create new allocation formulas benefiting 
the owners. In many cases, we will be able to 
redesign the plan (usually introducing the New 
Comparability approach) and produce much 
larger allocations to the owners with the same or 
less total outlay from the business. This will make 
them VERY happy!

You will be very happy too, when the 
existing assets of BOTH PLANS are 
merged into the Profit Sharing plan 
and transferred to ANICO and we 
take over the administration and 
funding of the Profit Sharing plan!

Merge Existing Plans into One
EGTRRA and PPA 2006 Create Another 

Innovative Pension Prospecting Approach!



For Agent Use Only; Not For Distribution or Use With Consumers26

1. Tax Deductible Premiums
 The life insurance base premium is deductible as part 

of the plan contribution which creates a very cost 
effective method of purchasing life insurance.

2.  Tax Free Death Benefit 
 The policy beneficiary will generally receive the face 

amount of the policy (less the cash value) income tax free.

3.  Insurance Dividends 
 Can be used to reduce premiums minimizing the 

future cost of insurance.

4.  Portable Benefit 
 Life insurance is a portable benefit that can be retained 

by the participant at termination of employment or 
retirement.

5. Pension Asset 
 Life insurance is a pension asset owned by the plan and 

is not subject to claims by the participant’s creditors.

6. Estate Tax Exclusion 
 Insurance proceeds paid to a spouse beneficiary 

are exempt from current estate taxes through the 
unlimited marital deduction.

7. Fixed Return 
 Net investment returns over time can be competitive 

with fixed investments.

8. Increase in Disposable Income
 Having insurance in the plan can free up additional 

disposable income for the participants by reducing the 
amount of personal insurance needed outside the plan.

9. Additional Cash at Death 
 Life insurance can help complete the pension funding 

and will provide additional funds to the participant’s 
beneficiary in excess of the normal minimal accrued 
benefit at a premature death.

10. Two Employee Benefits 
 Allows the employer to provide both life insurance 

and a retirement benefit under one qualified plan.

Top 
Ten

Advantages of 
Life Insurance 
in a Qualified 

Retirement Plan
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One of the age-old problems in dealing with small 
business partners is equalizing the cash contribution to 
a defined benefit pension plan when the owners have a 
wide age discrepancy. 

Enter the Pension Protection Act. Enter the green light for 
Cash Balance Defined Benefit Plans. Enter the plan as sold! 
Note the difference in the examples below when we use 
the plan design combination of Cash Balance and 401(k).

Does this allow you to enter a whole new frontier of 
retirement planning for the small business?

You bet it does! Let us help you ... all we need is a census. 
In addition to our normal array of plan designs, we now 
have the exciting Cash Balance Defined Benefit Plan to 
work within the small business arena. It will help you 
create many instances where the prospect simply won’t 
be able to say no!

A Cash Balance Plan Will

Balance the Plan’s Cash!

Participant Age

Traditional 
DB Plan 

Contribution

"Older 
Doctor"

62 $190,000 

"Younger 
Doctor"

43  48,000

3 Employees   7,528

Note the Traditional Defined Benefit Plan 
allocation among the two owners and three 
employees in the example below. Since 
the “older” doctor receives 4 times the 
contribution of the “younger” doctor, the 
plan is unlikely to be sold.

Traditional Defined 
Benefit Plan Allocation

Even with a wide age discrepancy, the two 
doctors now receive: Exactly the same dollar 
allocation & 97% of the total contribution!

Cash Balance Defined 
Benefit Plan Allocation

Participant Age

Traditional 
DB Plan 

Contribution

"Older 
Doctor"

62 $100,000 

"Younger 
Doctor"

43  100,000

3 Employees   5,810

Total 
Contribution

Total 
Contribution

 205,810
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Defined Benefit plans enable a business owner to 
contribute and deduct plan contributions far in excess 
of the current $51,000 Defined Contribution plan limit. 
Although a DB plan can be a great design to allow 
increased contribution levels, if the business has any 
employees that must be included in a plan the cost of 
providing benefits for them can often be too high. A 
small business is only going to be interested in a plan 
that gives most of the benefit to the owner(s).

For the past 20 years, Defined Contribution plans have 
had the ability to apply the New Comparability approach 
that allows a plan to allocate contributions at different 
levels on a tiered basis. This allows the plan to favor the 
business owner(s) by giving them the largest share of the 
plan contribution, The problem with this type of plan is that 
the owner(s) are restricted by the $51,000 contribution 
limit and often do not have enough years until retirement 
to accumulate any kind of significant retirement benefit.

A new type of plan now gives us the best of both 
worlds – much higher Defined Benefit limits combined 
with the flexibility to skew contributions by class to the 
owner(s). The Pension Protection Act now gives us the 
ability to design a defined benefit plan that allows higher 
contributions to the favored group on the same type of 
class basis. This new addition to the defined benefit family 
is called a Cash Balance Plan and it just might be the most 
exciting and flexible plan design to ever come along.

Cash Balance Plans
 Aim for Higher Limits + Flexibility

A new type of plan now gives 
us the best of both worlds – 

much higher Defined Benefit 
limits combined with the 

flexibility to skew contributions 
by class to the owner(s). 
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Age Salary New Comp Cash Balance

Owner 60 $225,000 $50,000 $160,000 

EE1 36 33,000 1,650 3,960

EE2 33 30,000 1,500 3,600

EE3 25 28,000 1,400 3,360

EE4 23 20,000 1,000 2,400

Another unique feature of a cash balance design is that a 
business is allowed to make the exact same contribution 
amount for all of the members of the “owner” class of 
employees. This means if we have different age owners they 
can still receive the same contribution amount. That is often 

not possible in most other plan designs but is most often 
what equal partners in a business are looking for.

The next chart illustrates the benefit of a cash balance 
plan design for a business with two different aged owners.

Age Salary Contribution

Owner 1 61 $225,000 $150,000 

Owner 2 54 225,000 150,000

EE1 48 34,000 5,780

EE2 35 30,000 5,100

EE3 32 28,000 4,760

EE4 24 20,000 3,400

 Owner’s Share =         90%        93%

Here the two owners are both 
getting an equal contribution 
that is substantially larger 
than the $51,000 defined 
contribution limit and together 
they receive 94% of the total 
plan contribution.

   Owner’s Share =      94%

If the goal is a large deduction for the business the special 
characteristics of a cash balance defined benefit plan are 
worth exploring. American National would be happy 
to provide you with a free look at a Cash Balance plan 
designed specifically for your prospect. We provide free, 

custom design options for every case and support any 
type of plan. Our turn key package offers an extremely 
low administration fee structure and the option to 
fund defined benefit plans with life insurance and our 
competitive annuity products. 

This contribution comparison 
chart shows how the owner 
of a small business with 4 
employees benefits from a cash 
balance plan design over a new 
comparability profit sharing 
plan. The owner receives a 
contribution that is more than 
three times that allowed by the 
profit sharing contribution limit.
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If Prospect does not have a Pension or 
Profit Sharing Plan:
•	 When was the last time you explored the possibilities 

of a pension or profit sharing plan?
•	 Have you looked at a plan lately after all the recent 

tax law changes?
•	 Have you ever heard of a cross-tested profit sharing 

plan?
•	 Have you ever heard of a 412(e)(3) defined benefit 

plan?
•	 Did you know you may be able to get a very large 

share of your company’s plan contribution now after 
the recent tax law changes?

•	 You wouldn’t object to a free look at what a plan 
could do for you and your business, would you?

•	 Do you realize it may be costing you money NOT 
HAVING a plan? 

•	 Which of your employees would you most like to 
benefit?

•	 All I need is a census to supply a free pension plan 
feasibility analysis.

If Prospect has an Existing Pension or 
Profit Sharing Plan:
•	 What kind of plan do you have?
•	 How long have you had this plan?                                  

•	 Who is doing the administration?
•	 Are you satisfied with the administration and the 

administrative fees?
•	 Are you satisfied with your plan investments?
•	 What do you like best about your current plan?
•	 What do you like least about your plan?

Questions for CPA:
•	 Do you work with small business owners and/or 

closely held corporations?
•	 How many employees does your average client have?
•	 Do most of your clients have a qualified plan? If not, 

why not?
•	 If so, what kind of plan do most of them have?
•	 Do you currently have a plan?
•	 Are you’re clients getting the most out of their plans?
•	 Are you familiar with the large deductions available 

in 412(e)(3) Defined Benefit plans?
•	 Are you familiar with New Comparability profit 

sharing plans that could potentially give a very large 
share of the contribution to the business owner?

•	 Do you have a sample client on which you would like 
a free feasibility study? 

•	 Are you aware of the increased deductions, new 
portability, and increased flexibility after passage of 
the tax law in 2006?

Pension Discussion Questions 
for Prospects and CPA’s
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American National Insurance Company presents: the 
annuity contract designed exclusively for qualified 
pension and profit sharing plans. There is no initial charge 
against the contributions on this contract and no charge 
against the assets. 

This contract assures the return of your money and 
a return on your money by guaranteeing a minimum 
interest rate for the life of the contract.

In addition to the minimum guarantees, current market 
interest rates are declared by American National and are 
guaranteed for annual intervals from the date of each 
contribution.

The contract also assures there will never be any charge 
to the account for benefit payments made to plan 
participants. There is no penalty for withdrawal of funds 
for a plan participant’s retirement, death, disability, or 
termination of employment.

Highlights of Important Plan Provisions

•	 $5,000 minimum initial contribution

•	 $1,000,000 maximum initial contribution without 
prior approval

•	 $100 minimum for subsequent contributions

•	 1% minimum interest guarantee for the life of the 
contract 

•	 Current interest rates guaranteed for one year 
intervals from the date of the contribution

•	 withdrawal charges from the date of issue of the 
contract as a percentage of the withdrawal*:

Year 1 2 3 4 5 6 7 8 9+

 % 10 9 8 7 6 5 4 2 0

*withdrawal charges are waived for plan distributions 
due to a participant’s death, disability, retirement, or 
termination of employment.

Palladium
®

 Group Fixed Annuity

No initial charge against 
the contributions on this 
contract and no charge 

against the assets!

The plan participants are 
depending on their retirement 
funds. The Palladium® Group 

Fixed Annuity with its 
dependable returns can add 
protection and stability to 
other more aggressive plan 

investments.

Contact American National Insurance Company for more  
information on the Palladium® Group Annuity

1-888-909-6504
pensionproposals@anico.com

Form Series DAGA99 (Forms may vary by state)
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Maximum Contribution
Without Prior Approval  $1,000,000

Insurance and Financial Services Fee includes M&E and 
banded asset-based fee equal to a percentage of the 
account value according to the following schedule

Money Managers Fidelity® Investments, 
 Federated,  
 T.Rowe Price,    
 Invesco 
 MFS®,   
 Alger

Number of  
Investment Options 50 plus

Minimum Account  
Allocations None

Transfers Free and unlimited

WealthQuest® III Non-Registered 
Group Unallocated Variable Annuity
(Brief Overview)

WealthQuest® III is:
Form Series GUVAUR03 (Forms may vary by state)

*The asset-based fee will be calculated and charged monthly, based on an average account value for the month using daily total account values.

The foregoing is neither a contract nor an offer to contract, but is a general description of benefits available under a policy providing the features 
outlined. The exact provisions, terms, and conditions of the contract are set forth in detail in such contract as may be issued. This material is authorized 
for distribution to prospective investors and should be preceded or accompanied by a current Disclosure Memorandum for the WealthQuest® III Group 
Non-Registered Variable Annuity and the prospectuses for the underlying portfolios.

The Disclosure Memorandum for the variable product contains complete information including all insurance fees and charges. The Prospectuses for each 
portfolio offered with this variable product also include more complete information on these investment companies. All investors are advised to consider 
the investment objectives, risks, and charges and expenses of the investment companies carefully before investing. The Disclosure Memorandum and 
underlying portfolios’ prospectuses contain this and other information about the investment companies. You should read the Disclosure Memorandum 
and underlying portfolio prospectuses carefully before investing. 
WealthQuest® III Group Non-Registered Variable Annuity has been developed exclusively for funding Pension Plans, Profit Sharing Plans, and 401(k) Plans. 
Information herein is not intended to be legal or tax advice. You should consult with an attorney or tax advisor for specific circumstances. 
The Contract has not been registered under the Securities Act of 1933 in reliance upon exemptions from registration thereunder. The Separate Account 
has not been registered under the Investment Company Act of 1940 in reliance upon exceptions thereunder. The U.S. Securities and Exchange 
Commission has not approved or disapproved these securities; nor has the SEC passed upon the accuracy or adequacy of the Disclosure Memorandum.

 Account Value Annual Fee (as %)*
 $0 - $500,000 .................. 1.25
 $500,000.01 - $1,000,000 .................. 1.05
 $1,000,000.01 - $3,000,000 ...................  .85
 $3,000,000.01 - $5,000,000 .................... .60
 Over $5,000,000 .................... .35

Surrender Charge 7%, 7%, 6%, 5%, 4%, 3%, 2%, 0%
(From date of contract)

Note: Surrender Charges are Waived for distributions to Plan Participants for Death, Disability, Retirement; Termination of Employment and Plan Loans.

Not FDIC/NCUA insured  Not a deposit  Not insured by any federal government agency  No bank/CU guarantee  May lose value

Issued to Trustees of Qualified Pension, Profit Sharing and 401(k) Plans
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Step 1: 
go to website 

http://401k.anico.com 

Step 2: 
click “access your 

account” 

Step 3: 
input:  

User ID: anico11
Password: anico11

Step 4: 
click “Participant”

401(k) Internet Access
Sample the Process. View the Accounts.

This sample site allows you to access all account 
information screens available to participants in 
ANICO administered 401(k) plans. 

The participant can:
•	 view his or her daily account  

values at any time
•	 transfer funds among the  

account offerings
•	 verify contribution levels 
•	 view other vital information  

relating to the account.

How to Login to the Sample Participant 401(k) Site
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This is a 

summary of 

the various 

limitation 

adjustments 

that affect 

qualified plans 

for Plan Years 

2009 through 

2014:

All of the above figures apply to the plan years beginning in the respective years, except for the 401(k) deferral 
limits which apply based on the participant’s calendar tax year, and the section 415 limits which apply to the plan 
year ending in the respective years. *Applies to the preceding year’s compensation; may be limited to 20% of the 
top paid employees by plan election; 5% owners in any year are deemed to be highly compensated.

Description: 2012 2013 2014

Qualified Plan  
Compensation Limit 

$250,000 $255,000 $260,000

401(k) Plan

Maximum elective deferral limit 17,000 17,500 17,500

Catch-up limit (age 50 and over) 5,500 5,500 5,500

Defined Contribution

Section 415 annual addition limit 50,000 51,000 52,000

Defined Benefit

Section 415 annual benefit limit 200,000 250,000 250,000

Section 415 monthly benefit limit 16,667 17,083 17,083

Highly Compensated 
Definition

Compensation test 115,000 115,000* 115,000*

Social Security 

Taxable Wage Base (TWB) 110,100 113,700 113,700

IRS Limits on Benefits and 
Compensation
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ANICO has teamed up with Morningstar Associates 
to offer Morningstar Retirement Manager – a range of 
investment advisory solutions to assist you in managing 
your book of business while also helping participants 
reach their retirement goals. 

Morningstar Retirement Manager 
includes two service offerings:

 
1. Managed by Morningstar (managed 

accounts) – Professional investment management 
and ongoing oversight of the participant’s 
retirement account by the investment team at 
Morningstar Associates. An annual fee of 0.50% 
will be charged to the participant’s account, 
deducted quarterly. 

2. Managed by You (advice) -- Investment advice, 
education, and resources for participants who 
would rather manage their account on their own. 
This service is free for participants.

Morningstar Retirement Manager 
provides the following benefits:  

1. Additional fiduciary support – Morningstar 
Associates assumes a 3(21) fiduciary responsibility 
for those participants in the Managed by You 
service, and a 3(38) fiduciary responsibility for those 
participants in the Managed by Morningstar service.

2. More free time by handing off back-office 
tasks -- Morningstar Associates will take on tasks 
such as selecting investments and rebalancing 
portfolios, allowing you more time to focus on 
cultivating new relationships and building those 
already in place

3. Help discovering new client needs – Uncover 
more opportunities to support your client by 
collecting data that will help you see their entire 
financial picture (i.e. gathering information about 
outside investment accounts or information about 
their spouse/partner).

Investment Advice
Grow Your Business with Morningstar® Retirement ManagerSM

Morningstar® Retirement ManagerSM is offered by and is the property of Morningstar Associates, LLC, a registered investment advisor and wholly 
owned subsidiary of Morningstar, Inc., and is intended for citizens or legal residents of the United States or its territories. The Morningstar name and 
logo are registered marks of Morningstar, Inc.
American National has entered into an agreement with MorningStar Associates. a registered investment advisor, to make assets allocation services 
available to owners of the Group Unallocated Non-Registered Variable Annuity Contract and Plan Participants. MorningStar Associates is independent 
of American National and is an unaffiliated company. American National does not endorse MorningStar Associates and disclaims any responsibility 
for the asset allocation services provided by MorningStar Associates.
 Any concepts or illustrations contained herein are for illustration purposes only and should not be relied upon. Please note that federal tax laws are 
complex and subject to change. Neither the company nor its representatives provide legal or tax advice and this information may not be relied upon 
for purposes of avoiding any federal tax penalties. Please talk with your attorney or tax advisor for answers to your specific questions.   
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ANICO Pension Administration Fees
For Plans With 25 or Fewer Lives

Plan Installation:

Prototype Plans ......................................................................................... $450

Individually Designed .............................................................................$1250 

Annual Administration:

Defined Benefit ......................................................................................$1,500

“One Person“ Defined Benefit ...........................................................$1,400

412(e)(3) Defined Benefit ....................................................................$1,000

 “One Person“  412(e)(3) Defined Benefit ......................................... $900

Money Purchase ........................................................................................ $900

Profit Sharing ............................................................................................. $900

New Comparability Profit Sharing ....................................................$1,000

“One Person“  401(k) ............................................................................. $400

Safe Harbor 401(k)................................................................................$1,100

Safe Harbor 401(k) with New Comparability .................................$1,200

401(k) Profit Sharing .............................................................................$1,400

401(k) with New Comparability ........................................................$1,500

Cash Balance ...........................................................................................$2,000
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ANICO Pension Administration Fees
For Plans With 26 - 300 Lives 

Plan Installation:

Prototype Plans  ........................................................................................ $550

Individually Designed ............................................................................$1,350

Annual Administration:

Defined Benefit ......................................................................................$1,300

412(e)(3) Defined Benefit ....................................................................... $800

Money Purchase ........................................................................................ $700

Profit Sharing ............................................................................................. $700

 New Comparability Profit Sharing ...................................................... $800

Safe Harbor 401(k)................................................................................... $900

Safe Harbor 401(k) with New Comparability .................................$1,000

401(k) Profit Sharing .............................................................................$1,200

401(k) with New Comparability ........................................................$1,300

Cash Balance ...........................................................................................$1,800

For Plans with 26—300 lives, there is a $10 fee per eligible participant
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Pension Sales Website
Digital Information at Your Fingertips

Request Proposal – census information can be 
completed and submitted online or by fax.

Marketing Material – materials available to help 
assist in the pension sales process

Presentations – presentations that have been 
pre-recorded to assist in understanding sales concepts 
and better grasp how American National can assist in 
the pension process

Installation Paperwork – checklists for 
writing a new plan along with adoption agreements, 
enrollment forms, etc.

Products – brochures, specs, state approval lists on 
group products.

Investment Advice – information about offering 
participant investment advice through Morningstar®, 
an unaffiliated company.

Pension Administration – overview of the 
pension sales and administration departments along 
with specific plan administration forms.

Contact Us – phone numbers for the Pension 
Sales Department

Retirement Plan Review – brief overview of 
various types of qualified retirement plans available to 
small businesses.

Also Available via Tab at the  
top of the screen:

Virtual Forms – product applications and forms

Web Address:
http://pension.anicoweb.com

MorningStar Associates is independent of American National and is an unaffiliated company. American National does not endorse MorningStar 
Associates and disclaims any responsibility for the asset allocation services provided by MorningStar Associates.
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If there is NOT a plan currently in force:
•	 Census (Date of birth, date of hire, compensation)

•	 Type of Business Entity

•	 Contribution desired

•	 Tax Year End

If there IS a plan currently in force,  EvErything abovE Plus: 
•	 Copy of most current adoption agreement for existing plan

•	 Copy of base plan/trust document

•	 Copy of last two 5500 Forms (with all schedules)

•	 Copy of IRS Opinion/Determination Letter

•	 Copy of last valuation/testing report

If requesting review of an existing DB Plan,  EvErything abovE Plus: 
•	 Copy of last two Actuarial Valuations

•	 Copy of last two 5500 Forms (with all schedules)

What is the average Turn Around time?
•	  Typical turn around time is between one and three business days. 

•	  Takeover plans can take a little longer to review. 

Getting Started
 What information is needed to run a FREE pension illustration?

Any concepts or illustrations contained herein are for illustration purposes only and should not be relied upon. 
Please note that federal tax laws are complex and subject to change. Neither the company nor its representatives 
provide legal or tax advice and this information may not be relied upon for purposes of avoiding any federal tax 
penalties. Please talk with your attorney or tax advisor for answers to your specific questions. 

Once I have this information, how do I submit it?
Online : online proposal form

Email: pensionproposals@anico.com

Fax: 409-766-6995
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