
Pension Plans: 
HOW DO THEY AFFECT 
CLUB'S TAXES? b y KEN EMERSON 

EDITOR'S NOTE: Over the past year, 
GOLFDOM has been bringing to light 
the deplorable lack of employee pen-
sion plans and other fringe benefits in 
the club and course industry. On the 
one hand, many clubs complain that 
they are unable to get and hold compe-
tent help, but on the other hand, they 
are not offering benefits that enable 
them to compete with other industries 

for high caliber personnel, GOLFDOM 
is well aware of the financial straits 
in which many clubs find themselves 
today and that the implementation of an 
employee benefit program will mean an 
additional burden. However, it is well 
known in the business world that con-
tinual ' 'turn over'' of personnel and 
dissatisfaction among existing person-
nel can, over the long haul, cost more 
than the programs that would alleviate 
these problems. 

Ken Emerson, here, briefly outlines 
some of the ramifications of a pension 
plan and shows that such a program 
may not be quite as costly as club com-
mittees may think. We do urge any 
club official who is considering a pen-
sion plan to seek advice from the In-
ternal Revenue Service, club legal 
and financial counsels and insurance 
company experts in the field of employ-
ee benefits. 
Golf clubs, by tradition, have long-
service employees who are not the best 
paid workers in the hospitality indus-
try. Pension plans are often suggested 

as one means by which these workers 
can be compensated. 

With the uncertain and increasingly 
difficult financial management of to-
day ' s c lubs , the hardpressed c lub 
owner or manager must ask—and an-
swer— two important questions before 
reaching any decision on an em-
ployee pension plan: 1) It is a busi-
ness expense; can I get a tax deduc-
tion? 2) What are the rules? 

The answer to the first question is 
yes. The cost of a pension program is a 
business expense and will reduce tax-
able profits of "for-profit" non-ex-
empt clubs. For the tax-exempt club, 
pension costs are a normal expense of 
operations and a proportionate part of 
the pension costs are charged off to 
non-exempt business as overhead and 
administration or payroll costs. 

Past service costs, the biggest single 
item in installing a pension program, 
may be written off over a minimum of 
10 years or a maximum of 40 years. 

The question of " ru les" is a far 
more sensitive matter, however. Pen-
sion experts note that many of the rules 
of pens ion p r o g r a m s have been 
changed in the last 18 to 24 months 
and many more can be expected to 
change when the United States Senate 
passes its pending pension legislation. 
The Senate version, H.R. 4200 and the 
House version, H.R. 2 have both 
passed the appropriate bodies and are 
now going into conference. It would 
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be unwise to predict what the Confer-
ence Committee in its wisdom will 
decide, but both their activities must 
be kept in mind in considering any 
pension proposals today. 

One of the leading developers of 
club pension programs, Whitney As-
sociates of Orange, N.J., notes, how-
ever, that some basic rules can proba-
bly be expected to continue. 

First, the plan must be non-discrim-
inatory: that is , the club cannot pick 
and choose which employees or which 
department of the club will be insured. 
If a pension program is to be developed 
for the club, it must be available to 
all employees within the guidelines 
and restrictions developed. 

Second, no pension program is any 
good until the IRS has given its stamp 
of approval. 

Third, the choices are so vast that a 
club should seek the services of a pro-
fessional consultant at the outset. 

Pensions can run a gambit from life 
insurance programs to variable annuity 
plans to "limited employment retire-
ment accoun t s , " which provide a 
maximum of $1,500 or 20 per cent of 
total compensation, to be set aside in a 
trust. 

The principle advantage of the best 
plans is that the employee is able to set 
aside tax free funds, which do not 
become taxable to him until after his 
retirement, when the rate will be much 
smaller. • 

What Big Business'Says about Employee Benefits 
GOLFDOM asked several executives of 
major firms to express their views on 
the importance of employee benefits, 
medical insurance and retirement in-
come. Here's what they had to say on 
the subject: 

Lloyd Whitfield, manager of public af-
fairs for the DuPont de Nemours 

Corp., whose area of concern includes 
employee benefits, pension plans and 
so on, recently told us, "DuPont, of 
course, pioneered pension plans way 
back in 1904. We recently revised our 
plan where 40 per cent of the income 
may now be paid to the former em-
ployee's survivor. I would say pension 
and benefit plans are definitely needed 

to attract good employees. If you don't 
have attractive benefits, potential tal-
ent will just go next door where they 
can be found." 

A spokesman in employee relations at 
the Radio Corporation of America, 
who preferred not to be identified, 
maintains that a strong, financially-
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rewarding health insurance program is 
the best " b e n e f i t " to offer a small 
work force. He expressed the view that 
attracting competent help, particularly 
into specialized fields, such as elec-
tronics, was no problem for big cor-
porations. Retirement plans and bene-
fit packages are, of course, induce-
m e n t s , but a m o n g those who go 
beyond inquiry about salaries, chances 
for advancement and job challenge, 
concerns are usually about overcoming 
possible major medical expenses. The 
spokesman felt this was a significant 
factor in dealing with the lower middle 
income echelon of the work force, 
who could not sustain the high costs of 
prolonged illness or hospital stays. 

Xerox's Peter Biggins, corporate man-
ager of benefits administration, told us 
of Xerox's innovative package of em-
ployee benefits. "Xerox has a profit 
sharing fund based on company prof-
its, which matches about 15 per cent of 
yearly salaries, and an additional 8% 
per cent goes into our pension plan 
fund. After only three years, employ-
ees have a 30 per cent vested interest 
in profit sharing and pension funds. If 
for some reason, they have to leave 
Xerox, they can withdraw these ac-
counts. We found benefits are defi-
nitely needed and work to the advan-
tage of the employer as well as the em-
ployee ." 

Carl Stevenson, assistant vice pres-
ident and director of compensation and 
benefits for Eastman Kodak, is highly 
in favor of pension plans. " U s i n g 
Social Security as the foundation," he 
said recently, " i t is essential to have 
your own plan to build on top of it. 
Small organizations in particular have 
a problem, because generally no one 
on the board is knowledgeable enough 
about pension plans to initiate them. 
So they are not created. It's not be-
cause of a lack of concern for the em-
ployees, but rather a lack of under-
standing. I would recommend some 
expert counseling in the benefits field 
be sought. The money spent on con-
sultants will be well worth i t . " Steven-
son added his own feelings, "There is 
an obligation to your employees in any 
field. Benefit plans are absolutely nec-
essary ." 

The Sterling Drug Company, accord-

ing to Joseph Duffy, insurance manag-
er, is continuously upgrading its retire-
ment plan to accommodate rises in 
cost of living. He said recently, "Pen-
sion plans are here to stay. Any com-
pany must have a philosophy leading 
toward an orderly retirement for their 
employees. We are trying to provide 
income for our people to live as well 
after leaving our employ as they did 
when they were with us. When recruit-
ing new people, the important factors 
are salary and health insurance. Most 
young people are not too concerned 
about retirement benefits. If you have 
a decent plan, it 's enough. More im-
mediate needs are salary and medical 
health insurance." 
A spokesman for the Corporate Infor-
mation Office at International Business 
Machines (IBM) summarized the sa-
lient points to take into consideration 
when evaluating employee pension 
and benefit plans. " T h e IBM basic 
benefit philosophy reflects one central 
concern—the company 's belief that 
the individual is the most important 
part of the business. The company 
goal is to provide employees, on a 
non-contributory basis, with a broad 
foundation which can build to meet in-
dividual requirements for their fami-
lies' well-being. The various plans 
provide a foundation for: protection 
against temporary loss of income and 
medica l e x p e n s e s r e su l t ing f r o m 
sickness or accident; security through 
an income for retirement, disability or 
in the case of death, and opportunity 
through educational assistance, vaca-
tions and hol idays." 

SUPPORT NATIONAL 
GOLF DAY 

We know the times are tight and 
financially uncertain. But we 
would like to point out that for 
those whose welfare depends 
on other people's generosity, 
the times are even worse. They 
feel, more than we, the brunt of 
inflation, cutbacks in spending, 
in research, in scholarships. We 
urge all those connected with 
the golf course, especially the 
professional, to urge your 
golfers to spend $1 toward the 
various golf-supported charities 
and sponsorships. Support na-
tional Golf Day, by caring. 
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