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RETIREMENT PLANNING BEGINS TODAY
Wake up, get dressed, eat breakfast, and drive to work. Each morning as you prepare for a day on the job, you’re probably not thinking of the bigger picture. You go to work to earn a paycheck that will support your family today. Sometimes it’s hard enough to think about your daily household budget today, let alone budgeting for years from now. But it’s important to remember that you’re also working for your family’s needs tomorrow and much further into your future. Your employer not only provides that weekly check, but also offers a number of benefits that will help you plan and save for yours and your family’s future, even when you’re no longer working. This white paper will discuss ways you can maximize the retirement benefits offered by your employer. You will also learn about how to partner with a wealth advisor to help you manage your retirement benefits and successfully guide you to and through retirement.

OPTIONS FOR BUILDING YOUR NEST EGG
For most people, the easiest way to start saving for retirement is through an employer-sponsored retirement plan. Employers who offer retirement benefits make it possible for employees to deduct a portion of their paychecks for contribution to a qualified retirement plan (like a 401-(k)). Your contribution is treated not as current income, but most commonly as a pretax reduction in salary, which is then paid into a retirement plan by your employer on your behalf. All money that has been deducted from your salary legally belongs to you, and changes in your retirement plan or the status of your employment will not change your ownership status of any money you have deposited into a retirement account. Once the money is deposited into an account, it is invested in a manner of your choosing. There are many advantages to participating in an employer-qualified plan (EQP). First, since you are allowed to contribute to your EQP with pretax money, it reduces the amount of tax paid out of each paycheck. Second, all employer contributions and any growth in the capital are tax-free until withdrawal. Making consistent contributions over a period of 20 or 30 years has quite a dramatic compounding effect. Third, most often the EQP has several investment choices for you to choose from. Fourth, if your company matches your contributions, it's like getting extra money on top of your salary. Lastly, any contributions you make can be moved from one company's plan to an IRA if you change employers or retire.

Participants in an EQP generally have a limited number of investment options, usually a short menu of mutual funds. These funds may include a money market fund, bond funds of varying maturities (short, intermediate, long term), and various U.S. and international stock funds.

Some plans may allow investments in their company stock. You are able to choose how to invest your savings within a limited number of funds. Some employers that sponsor an EQP now offer self-directed brokerage accounts (SDBAs) to provide employees with more investment choices and greater control of their retirement savings.  Self-directed brokerage accounts make an EQP more like an individual retirement account, meaning that employees who opt to open a SDBA within their employer’s retirement plan can buy and sell stocks, bonds and other securities through their Wealth Advisor. This option offers far more investment choices and diversification than typical EQPs make available, and may yield a higher return than investing solely in the company’s core accounts. Some EQPs may have as many as 10-18 different mutual funds to choose from vs. a SDBA may have as many as 5,000 mutual funds to choose from. With the limited number of investment choices usually within the EQP the assets that you might want to get into may not be offered i.e. Natural Resources, Information Technology, Utilities, etc..

Some employers allow plan participants to take money out of their company-sponsored retirement account and use it to open an individual retirement account (IRA) while still employed. Again, one of the main benefits here is when you choose to open your own IRA, the number of investment options available to you may increases dramatically. You are also able to choose the account custodian – such as a bank, insurance company, brokerage firm or mutual fund company. 

Choosing either of these options may give you an extraordinarily expanded menu of investment options to choose from, often increasing your choices from a paltry 10 funds to 5,000 or more. Some other employer benefits that might also be offered to you are a Pension, Deferred Compensation, Stock Options, Incentive Pay, or Life Insurance Split Dollar. However, with greater freedom and more choices comes greater responsibility. How do you use these options that are available to you now and in retirement? For some, choosing from all of these options may mean asking for a little help.

HOW A WEALTH ADVISOR CAN HELP
If you were planning to go white water rafting, you probably wouldn’t ask just anyone to be your guide. You would want someone who has a lot of experience to accompany you on your trip. You would want to partner with someone who has the knowledge, skills, and proper equipment to get you down the river, and give you peace of mind during the journey. A personal wealth advisor is the experienced guide you want to take with you on your journey to retirement. Just as a chief financial officer helps a company make smart financial decisions, a wealth advisor can act as your personal CFO and help guide you to make the best choices for your financial future. If your employer-sponsored retirement account is one of your largest retirement vehicles, you won’t want to leave important decisions that will affect your savings to chance. 

 While SDBAs and IRAs open a lot more doors when it comes to investment options, the idea of opening an account for which you are personally responsible may also be overwhelming. Your investment options may include some that sound very familiar and some that are unknown to you. How can you choose between various mutual funds that all sound similar? How do you know if an investment is a good buy or a lemon, so to speak? How do other tools, offered by your employer, benefit you during your working years and the rest of your life? This is when you may want to consider enlisting the help of a personal wealth advisor, so you can take advantage of the benefits of a SDBA or other benefits offers and feel confident in your choices. 

A personal wealth advisor will be able to help you evaluate stock options by assessing their worth, determining the amount of risk you want to assume, and then letting you know the time or price to exercise these options. For example, a wealth advisor can help you determine a stock option’s optimal exit price by looking at a number of factors, including the option’s “time value”, based on when the option expires. This is a better method than trying to hold out for a target price, which many times results in exercising the option too late. A wealth advisor can help you minimize the effects on your income taxes when you exercise stock options by helping you develop an overall tax strategy. This may range anywhere from taking optimal advantage of your EQP to employing investments or arrangements that provide some form of tax deduction, deferral or credit. A wealth advisor would also be able to explain and facilitate an in-service transfer if your EQP permits. An in-service transfer allows you to rollover funds from your EQP to an IRA prior to your retirement, which is another way to maximize your investment options with the money you’ve already saved on a pretax basis. How do you pick the pay out option on your Deferred Compensation? These are just a few examples of how partnering with a personal wealth advisor can help you take your retirement to the next level.

CHOOSING A WEALTH ADVISOR
If you want to get the most from your retirement options, but lack the time, knowledge or drive to go it alone, partnering with a wealth advisor may be the best option for you. Working with a wealth advisor will give you confidence when making decisions regarding your retirement investments so you won’t have to wonder if you are making wise decisions. When choosing a wealth advisor, you should look for a number of qualities to ensure you are choosing a trustworthy, competent individual who will have your best interests – financial and otherwise –in mind.

A qualified wealth advisor should:

· Make it clear that he has the client’s best interest in mind.

· Specialize in working with identifiable niches that you are in – working with

employees and retirees from a few companies give him the knowledge of the

retirement benefits that are offered to you from your employer.

· Have a network of strategic alliances with other professionals such as

lawyers, accountants, insurance experts, business consultants, and others

whose services may be required by clients.

· Limit the number of clients he serves to ensure he will have enough time to

build a personal relationship with each client, not only to be available to

them, but to fully understand every client’s unique situation.

· Work on a fee or commission basis, depending on the situation.

· Have at least 10 years or more experience as a wealth advisor.

The first point is difficult to gauge, but you can help gain a better understanding of a wealth advisor’s agenda by discussing the following issues during the initial interview.  

Knowledge of your retirement benefits: How does the advisor make the most of the benefits that are offered through your employer?

Personal rapport: Do you feel you could develop a good open and honest working relationship with this individual that will last for years to come?

Time, patience and attention: Do you feel the advisor spends enough time with you to explain issues, answer questions and get to know you? Do you feel he listens to and values your concerns, goals and situation?

The first meeting with a wealth advisor – the discovery meeting – provides a time for both you and your wealth advisor to form first impressions and judge whether or not you think the relationship “clicks”.

If you choose to have a 2nd meeting, this will be the data gathering. This allows your wealth advisor to gain an understanding of your current situation and discuss your goals and how to achieve them. It’s just as important that you believe you can work with the Wealth Advisor as it is for him to feel that he can work and add value to you. At the second meeting, your advisor will present his interpretation of your situation and offer potential solutions to achieve your goals. Your wealth advisor’s job is to listen closely to your vision, value, and goals.  Then he can develop and implement plans tailored for your situation. In turn, you must take responsibility to express your concerns, wishes, questions, and goals and work side by side with your wealth advisor to address them.

YOUR FUTURE IS WAITING
When it comes to retirement, the old Boy Scout motto sums it up best: “Be prepared.” By optimizing the retirement benefits your employer offers now, you can help ensure your financial future will be a bright one. Taking advantage of options like self-directed brokerage accounts or using your employer’s EQP savings to open an IRA may help you get more from your employee retirement savings than simply settling for the basic company funds investments.  Partnering with a wealth advisor may help you determine and realize your retirement goals. It is important that you have someone in your corner that can help minimize the stress of planning for your future.  This will give you peace of mind that your assets are being optimized for that later date. With proper guidance, your wealth advisor can help make your retirement what it should be, something to look forward to and enjoy.

About the Author
Gerrit Vrieze serves as Financial Planner with Compensation Designs LLC.  He has specialized in helping clients get to and through retirement. He has a wealth of knowledge in EQP management and retirement planning, as well as many other areas of financial planning. Beginning in 2003, Gerrit focused in helping clients manage their self-directed brokerage accounts through employer-based retirement plans.  He has chosen to devote much of his professional time and energy into knowing the benefits offered by employers such as stock options, deferred compensation and SDBAs so he can be the best-suited advisor to his clients. Having served 10 years with the U.S. Army and Army Reserves (6 years in the 82nd Airborne Division), Gerrit uses his life experiences to relate to his clients. He feels trust and integrity are two of the most important attributes a wealth advisor can have.  When he’s not hard at work for his clients, Gerrit enjoys spending time with his wife of 28 years, Marla, children, and grandchildren. He especially enjoys fishing and other outdoor sports, and loves to travel.

About Compensation Designs, LLC.
Compensation Designs has been planning and providing compensation for executives and their families for almost two decades. Our mission is to help clients work toward their financial goals by developing and implementing conservative strategies that seek to increase the creation and preservation of intergenerational wealth. We understand that establishing a relationship with a trusted and knowledgeable company is an important decision, one that takes time and deserves careful consideration.  To see if Gerrit Vrieze is the right wealth advisor for you and your family, please call Compensation Designs to schedule an appointment.

Contact us at:
Compensation Designs, LLC

1601-22nd Street Suite 202

West Des Moines, Iowa 50266
Phone: (515) 280-4741

Toll Free: (888) 221-1316

Fax: (515) 362-7945

Email: gerrit@cdsplans.com
Advisory services offered through Sowell Management Services,

a registered investment advisor.
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