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The "Must Haves" For Recruiting

Competitive base pay, medical insurance and a 401(k) plan are the "must haves" for benefits
to attract and keep talent in your company. According to a study by Watson Wyatt
Worldwide, related in The Human Capital Edge: 21 People Management Practices Your
Company Must Implement (or Avoid) to Maximize Shareholder Value, companies that
emphasize better benefits and use them to attract and retain high caliber staff add 7.3
percent in additional profit to their bottom line.

This makes your 401(k) and other retirement benefits cornerstones for your Human
Resources recruitment and retention strategy. Do you know everything you need to know to
serve as the "go-to" source for this information? For more information about your 401(k),
please contact your BCG Representative at 1-800-524-4015.

The Technical Corner

NONQUALIFIED DEFERRED
COMPENSATION PLANS

Why Consider a Deferred Compensation Plan?

Deferred compensation plans involve an agreement by an employer to make payments to an
employee at a future date as compensation for his or her services. Deferred compensation
plans can be an important method for compensating key personnel in both publicly held and
private companies. These plans generally do not have to meet the funding, employee
coverage, and other requirements which "qualified" plans must satisfy under 401(a) of the
Internal Revenue Code of 1986.

In addition, the Employee Retirement Income Security Act of 1974 (ERISA) exempts







from service, death, disability, a specified time (or pursuant to a fixed schedule), a change in
control of a corporation (to the extent allowed by the IRS), or an occurrence of unforeseeable
emergency. Additionally, key employees at public corporations generally may not receive
their distributions earlier than six months after separation.

6. Timing of Distributions. The plan may specify the manner and time of distributions
without any options for the employee. It is more common to give the employee some choice
in the time and manner of distribution. In that event, the employee must choose a method
and time of distribution at the time contributions are made. Any subsequent change to this
election generally must be made at least 12 months after the election and must defer receipt
for at least five years in the future. Acceleration of benefits are not permitted.

7. Employer Owns Assets. The employer owns all assets purchased for the plan even if
the employee is given "investment direction" in the plan. In the plan, the employer merely
promises to pay the employee the amount owed under the plan's contribution and allocation
formula. Thus, the employee is an unsecured creditor of the employer. If the employer goes
bankrupt or becomes insolvent, the assets in the plan can be lost.

8. Rabbi Trust. Some employers may choose to use a "Rabbi Trust." This is a trust that
uses an independent directed trustee and provides a degree of security for employees,
especially in the event of a change of management. The trust holds the assets, but the
trustee must turn the assets over to the employer if the employer becomes insolvent or goes
bankrupt. The employer still pays taxes on all income from assets in the trust.

9. Taxation. Contributions, including employee deferrals, are income tax deferred, but are
subject to FICA and FUTA tax when vested.

The rules governing nonqualified deferred compensation are complex, but the benefits of this
type of plan are many. If you are interested in learning more about deferred compensation
plans, contact our Sales Support and Plan Implementation Department at 1-800-524-4015,
Option 3.

BCG University - Recent Seminars

BCG University offers a multitude of courses in our state-of-the-art
facility and are presented by recognized leaders in various industries.
Recently, BCG University proudly presented the following seminars:

Building High Performance Management Teams

Del Poling, the founder and principal of Del R. Poling International, is a consultation and
management organization that assists organizations in dealing with change. Del has more
than thirty years of business and consulting experience and has made presentations to
management groups for companies including IBM, AT&T, 3M, Marriott, Westinghouse and
World Bank.

During his presentation, he spoke about the importance of:

- understanding the characteristics of high performance teams
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