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THE NUTS & BOLTS OF RETIREMENT PLANS
Last month I shared with you, that my biggest mistake was the failure to establish a Retirement Plan. When I use the term, Retirement Plan, I am not referring to the process of making plans for retirement.  What I'm referring to is one of the tax advantaged plans that are allowed under the Internal Revenue Code to encourage people to set aside money for their retirement.  Included in these plans are the following:

· Profit Sharing Plans

· Individual Retirement Accounts (IRA’s)

· Keogh Plans

· 401 (k)’s

All of these tax-advantaged plans are organized as a trust with an independent trustee (or custodian in the case of an IRA), who is responsible for safeguarding the assets of the Plan and doing the necessary reporting to the Internal Revenue Service.  However, this does not mean that you cannot decide on what investments you want to make on your own.  More on this topic next month.
Words of Wisdom

“A penny saved is a penny earned”                                                                         

Benjamin Franklin
Two Basic Types of Plans: The taxation of these Retirement Plans has two basic treatments.  The most common treatment is in the traditional plan in which the taxpayer receives a deduction at the time the money is put into the Retirement Plan, but it's taxed when the money is withdrawn from the plan after retirement.  In the case of the IRAs and 401(k)s, there is the so-called "Roth" option.  With the Roth option, there is no tax deduction at the time the money is put into the Plan, but if certain rules are complied with, the money can be withdrawn later tax-free.  Under both options, there is a tax-deferred accumulation of profits while money is in the Plan.  This means that all money invested in a Retirement Plan accumulates without having to pay taxes on an annual basis as you would have to do if you were making a personal investment.  This can make a profound difference in the amount of money accumulated in a Retirement Plan. For example, if you invested $5,000 per year for 30 years at 10% return in a Retirement Plan, at the end of 30 years you would have accumulated the sum of $822,470.11.  On the other hand, if you were in the 25% tax bracket where 25% of each year's income on your investment went to pay income taxes, at the end of the same 30 year period you would have accumulated only $566,416.06.  As you can see there is a significant advantage to having the tax-deferred accumulation of profits that you get in a Retirement Plan!
Because the subject of retirement planning and the various options available in the full array of Retirement Plans is quite complex, I am not going to attempt to discuss all of the options.  However, I'm going to talk about the two most common types that are available for self-employed people. These are the individual retirement account (IRA) and the 401(k) plan.  Most people have heard of 401(k) plans as being plans that are given to employees of large businesses.  While it is true that large businesses do use this type of Retirement Plan, it is also an option available to sole proprietors or other small businesses in which only husband and wife are employed.  Now let's take a look at the general rules for these two types of plans:

Individual Retirement Accounts (IRAs): IRAs are available to everyone who earns income, regardless of age (except those over the  age 70 1/2  for the traditional IRAs).  You are allowed to make annual contributions equal to the lesser of earned income or $4,000 per year, but this increases to $5,000 per year, if you are over 50 years of age. In a traditional IRA, you may be able to deduct the amount of your IRA contribution from your taxable income if you are not covered by an employer provided Retirement Plan and if your adjusted gross income is less than $83,000 for a joint return and $52,000 for an individual return (partial deductibility is allowed up to $103,000 and $62,000 respectively). Withdrawals prior to age 59 1/2 are subject to the regular income tax plus a 10% penalty and withdrawals must begin by April 1 of the year following becoming age 70 1/2.  Withdrawals that represent earnings and deductible contributions are taxable.  However, if you choose the Roth IRA option, you may withdraw all of the earnings without taxation, provided you are over the age of 59 1/2 and you've had the Plan in place for at least five years.
CASH NOW SELLER FINANCING

Even with today’s easy financing, not every property, nor every Buyer will qualify for a bank loan. The way to sell non-financeable properties is to use Seller Financing. Buyers love it! Unfortunately, many Sellers will not consider this effective and time proven financing option because the Buyers’ down payment is not enough to meet their needs. 

The answer to this dilemma is simple. We will pay CA$H NOW for Seller Financed Notes with a simultaneous closing so the Sellers walk away from the closing with the cash they need to meet their needs. 

To learn more about this concept, visit our website at www.cash4you.net or invite us to make a 30 minute presentation at your sales meeting of our new short seminar titled “MORE SALES WITH CA$H NOW SELLER FINANCING.”
REQUEST  A QUOTE ONLINE

at
www.cash4you.net/requestquote.html
Self-employed individuals and owners of small corporations are allowed to establish what is known as a SEP -- IRA which allows for a higher contribution of up to 25% of salary or income, subject to a maximum of $45,000, which increases to $50,000 if over the age of 50.  If you are self employed person, or the owner of your own small business,  Do not make the mistake of believing that you can only deduct $4,000 per year in  IRA contributions.
401(k) Plans: The 401(k) plan is a little more complex than an IRA because it allows for a salary reduction contribution by an employee and an additional contribution by the employer. An employee is allowed to make an annual contribution of $15,500, which increases to $20,500 if over the age of 50 and the employer can make additional contributions for a total of $45,000, which again increases to $50,000 if over the age of 50.  The salary reduction contribution of an employee to a 401(k) plan can be treated like a Roth IRA in that the employee can  make up to a $15,500 contribution ($20,500 if over the age of 50).  The employer’s contribution would be deductible at the time it's made and that portion of the contribution, and earnings on that portion, would be taxed at withdrawal, but the employee’s contributions, subject to the Roth option would not be deductible from taxable income at the time contributed, but could be withdrawn later as tax-free income provided the employee is over the age of 59 1/2 and has had the Plan for at least five years. Remember that in a small business you can be both the employee and the employer.
Next month I'll talk about how you can direct your own investments in your own Retirement Plan and Super Charge Your Retirement with Real Estate.
THE COMMERCIAL CORNER

We are now able to assist you and your clients in financing land and all types of commercial and income properties, including non-bankable deals. With good credit, rates start as low as 8.5% on loans from $250,001 to $1,000,000. For loans from $50,000 to $250,000, rates start at 12.75%. 
We can finance all property types - - from bed & breakfasts to Gentlemen’s clubs.
 Because Seller 2nds are allowed, combined loan to value ratios up to 95% are possible! We also make loans on mixed use properties and fund rehabs.

STATED INCOME - - STATED ASSETS
NOW APPLY ONLINE

at

www.cash4you.net/commercial_financing.html
When Flexibility & Common Sense Count

For CA$H NOW - - Visit Our Website:  www.cash4you.net
For Mortgage Investments:  www.investinmortgages.net

