
 

 

Qualified Plan Insights 
 

Welcome all to our Spring 2019 newsletter. The year 
is fully underway, and we have been busy handling requests 
and sharing our financial knowledge with our clients.  
Hopefully, this newsletter covers issues that help you deal 
with your retirement account. 
    We will cover two topics: 

1.  Salary deferral percentages, and 
2.  The long-term financial power of increasing your 

contributions.  
Salary Deferral Percentages 

Annually, participants should monitor their 
contribution amounts and types (Pre-Tax or post-tax (Roth) 
to help ensure they can afford the withholdings and more 
importantly that they have an idea of how their financial 
situation will be upon retirements.  

Putting aside money from a paycheck through salary 
deferral contributions is not only easy to do, but likely one of 
the most convenient and tax efficient ways of saving for 
retirement.  If the deferrals are pre-tax, meaning a tax 
deduction for the contribution is taken today, the 
participants current taxable income is reduced by the 
contribution amount dollar for dollar.  Depending on filing 
status and Adjusted Gross Income (AGI) of the household, a 
Saver’s Credit may be additionally earned to further lower 
the participants taxable consequences (Look for this topic to 
be covered in an upcoming newsletter).  Based upon your 
income, a post-tax Roth contribution may serve you best.  If 
you have a question, please let us know 

Every retirement plan has rules dictating how 
frequently you can increase or decrease your salary deferral. 
Examples would include semi-annual, quarterly, monthly, or 
if the capabilities are in place, changes at any time. This is not 
to be confused with the complete suspension of your 
deferral which regardless of company policy, can be 
suspended at any time, and will be executed as soon as 
administrability possible.  
Long-term Power of Increasing Your Contribution 

Many participants only defer enough to maximize any 
employer match that is on the table. Generally, this is 
between 3%-5%. Electing a 1% or 2% increase in deferrals 

can dramatically alter the accounts value over time. See the 
following chart. This example assumes various salaries being 
paid on a bi-weekly basis (26 times per year), at an assumed 
7% interest over 30 years and does NOT take into 
consideration increases in salary or an employer match.      

 
Annual 
Salary 

Salary Deferral % 
3% 4% 5% 

$30,000 $91,853 $122,444 $153,062 
$60,000 $183,679 $244,914 $306,123 

$120,000 $367,358 $489,935 $612,273 
 

Note that the difference in account value rises by 
approx. 67% when participants elect a 5% deferral over a 3% 
deferral. In real dollars this would only “cost” an extra $23 
per pay period or $600 per year for the $30,000/yr. earners. 
The numbers are even more dramatic in dollar terms for 
higher earners.  

In our experience adjusting to a lower take home pay 
typically takes one or two pay periods.  With a withhold 
increase, life’s regular expenses can often be adjusted, and 
the retirement savings track of the participant is strongly 
improved.   

In addition to and/or in place of increasing a salary 
deferral, participants could also superfund their account with 
any bonuses or performance awards (or a portion of them) 
that they receive.  Since these monies usually aren’t typically 
built into a monthly budget, the impact of the deferred 
amount would be of very small consequence.     

As always, we are here to help and educate so please 
feel free to reach out to anyone at Financial Solutions 
Planning and Investments (FSPI) regarding this article or any 
other personal financial planning issues you may be facing. 

 
Participants can defer up to 100% of their pay up to annual 

limits 
Plan Type 2019 Max Annual Contrib. 

401(k), 403(b), or 457 $19,000 
Age 50+ $25,000 

SIMPLE IRA $13,000 
Age 50+ $16,000 
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Did you know????? 

According to the most recent reporting from the Federal Reserve Economic Data (FRED) and the board of governors of 
the Federal Reserve System, as of Q 4 2018 the current amount of Outstanding Student Loans Owned and Securitized is 
nearly $1.6 Trillion dollars*. To put this in perspective Mortgage Debt Outstanding from All Holders is currently 
measured at $15.4 Trillion dollars**.   
Source: *https://fred.stlouisfed.org/series/SLOAS     **https://fred.stlouisfed.org/series/MDOAH 
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