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Many business owners wish they could have the best of both worlds for their  
retirement plan by combining the promised benefit and tax deduction provided by  
a defined benefit plan with the portability and flexibility of a defined contribution plan.  
The solution may be a type of defined benefit plan referred to as a cash balance plan. 

Cash Balance Defined Benefit Plans
A cash balance plan is a defined benefit plan that 
provides a contribution that is typically based upon a 
percentage of salary, and credits a rate of return on the 
contribution. It is considered a hybrid plan because it 
combines the retirement plan contribution limits of a 
defined benefit plan with account balances that look 
like a defined contribution plan.

Why Choose a Cash Balance 
Defined Benefit Plan?
There are many advantages to a cash balance 
plan, including:

• Availability to equalize contributions for owners 
with the same compensation, but different ages.

• Account value builds at a steady pace.

• No employee contributions.

• Defines the benefit in terms of a stated 
“account balance.”

• Benefits are easier to understand compared to a 
traditional defined benefit plan.

• Employee’s vested “account balance” is paid at 
retirement or termination.

Turn to see a sample contribution 
for a Cash Balance DB Plan >

Lafayette Life Retirement Services

LL-2704 (12/18) Financial professional use only. Not for use with the public. 1 | 2



Considerations
• Annual contributions are required.

• Employer bears investment risk.

• Investment experience impacts contribution.

• Three-year cliff vesting required.

Experience the  
Lafayette Life Difference
We pride ourselves on providing personalized 
services, innovative retirement plans and products 
backed by the integrity and financial strength of  
The Lafayette Life Insurance Company, a member 
of Western & Southern Financial Group, Inc., 
a family of financial services companies whose 
heritage dates back to 1888. 

We look forward to the opportunity to provide 
retirement plan services for you.

Contact Lafayette Life  
Retirement Services today!

The Lafayette Life Insurance Company does not provide legal or tax advice. The information 
herein is general and educational in nature and should not be considered legal or tax advice. 
Tax laws and regulations are complex and subject to change, which can materially impact 
investment results. Lafayette Life cannot guarantee that the information herein is accurate, 
complete, or timely. Lafayette Life makes no warranties with regard to such information or 
results obtained by its use, and disclaims any liability arising out of your use of, or any tax 
position taken in reliance on, such information. Please advise your customer to consult an 
attorney or tax professional regarding their specific situation.
The Lafayette Life Insurance Company provides services to pension plans as outlined in a 
separate Administrative Services Agreement, and issues life insurance and annuity products 
that may be used as funding options. This material is for informational purposes only. 
Lafayette Life does not serve as plan administrator or fiduciary, nor does Lafayette Life or its 
representatives provide ERISA, legal or tax advice. Your personal or legal tax advisors should 
always be consulted and relied upon for advice. 
The Lafayette Life Insurance Company, Cincinnati, OH, operates in D.C. and all states except NY.

Retirement Services
www.llic.com · 800.555.6048
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The Lafayette Life Insurance Company
400 Broadway
Cincinnati, Ohio 45202-3341

Contribution Example: Corporate Business Owner*

• Compensation $280,000
• Date of Hire 1/1/2010
• Date of Participation: 1/1/2019
• Retirement Ages: 62-65
• 5 Years Participation

Starting Plan Pay Credits1

Age 40 $101,115

Age 45 $129,584

Age 50 $166,142

Age 55 $213,103

Age 60 $273,432

1 Cash balance plans define the benefit in terms of a stated 
account balance. These accounts are often referred to as 

“hypothetical accounts” because they do not reflect actual 
contributions to an account or actual gains and losses allocable 
to the account. A participant’s account is credited each year with 
a “pay credit” and an “interest credit” rate. Upon a distributable 
event, the participant is entitled to their vested amount.

* The example shown is hypothetical in nature and used for 
illustrative purposes only. Values as of 01/01/2019.
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