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Q: We are ready to get serious about our retirement savings in 2012. What are the contribution limits for various retirement 
accounts in 2012? 
 
The Problem – Lack of Retirement Savings 
Most pre-retirees recognize they lack an adequate level of savings to enjoy a financially sound retirement. Even as public programs like 
Social Security and Medicare crumble, many pre-retirees are still hoping these programs will provide them an adequate means of 
retirement benefits. If these programs remain in existence over the next 20-30 years, they will likely provide a shrinking percentage of 
retirees’ actually needs. Responsible savers looking to build their own savings to pay for their own expenses in retirement face a big 
problem. The government places strict annual contribution limits on tax advantaged retirement savings vehicles. 
 
The Solution - Take Advantage of Tax Advantaged Savings Vehicles 
If you have an inadequate level of retirement savings now is the time to begin closing the gap between what you have and what you 
need. Ideally, utilize tax advantaged savings vehicles that provide a combination of immediate tax benefits and/or tax benefits for 
decades to come. Let’s look at some of the most common ones below. 
 
Traditional and Roth 401(k), 403(b) and 457(b) Retirement Accounts 
These are employer sponsored retirement accounts with generous employee contribution limits. Generally, you can contribute up to 
$17,000 (up from $16,500 in 2011) per year if you are less than 50 years old or up to $22,500 (up from $22,000 in 2011) if you are 50 
years old or older. Additionally, many employers match contributions and/or provide profit sharing contributions.  
 
The maximum contribution amount you and your employer (combined) can make per year is $50,000 (up from $49,000 in 2011), based 
on $250,000 (up from $245,000 in 2011) maximum considered compensation. The traditional 401(k) and 403(b) provide an immediate 
tax benefit and a deferral of income taxes, while the Roth versions forego the immediate tax benefit and provide tax free withdrawals. 
 
Simplified Employee Pension Plan Accounts (SEPs) 
SEPs are employer sponsored retirement plans with very generous employer contribution limits. Generally, employers can contribute up 
to 25% of an employee’s compensation. The maximum contribution an employer can make is $50,000 (up from $49,000 in 2011), based 
on $250,000 (up from $245,000 in 2011) maximum considered compensation. 
 
Savings Incentive Match Plan for Employees (SIMPLE) IRA Accounts 
SIMPLE plan accounts are employer sponsored retirement plans with generous employee contribution limits. Generally, you can 
contribute up to $11,500 (unchanged from 2011) per year if you are less than 50 years old or up to $14,000 (unchanged from 2011) if 
you are 50 years old or older. Additionally, employers are required to make contributions to your account on an elective or nonelective 
basis. The maximum elective match is 3% of compensation, not to exceed $11,500 (unchanged from 2011) if you are less than 50 years 
old or up to $14,000 (unchanged from 2011) if you are 50 years old or older. The nonelective contribution is 2% of compensation based 
on $250,000 (up from $245,000 in 2011) maximum considered compensation. 
 
Traditional and Roth Individual Retirement Accounts (IRAs) 
In lieu of or in addition to employer sponsored retirement plans, you can contribute to an IRA. You can contribute up to $5,000 
(unchanged from 2011) per year if you are less than 50 years old or up to $6,000 (unchanged from 2011) if you are 50 years old or older. 
The Traditional IRA provides pre-tax or post tax contributions (based on your income and employer sponsored retirement plan status) 
and tax deferral. The traditional 401(k) and 403(b) provide an immediate tax benefit and a deferral of income taxes, while the Roth 
versions forego the immediate tax benefit and provide tax free withdrawals. 
 
Action Steps 
Boost your retirement savings with tax advantaged savings vehicles and gain tax benefits as you close your retirement savings gap. 
Don’t put off until tomorrow what you can do today. 
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