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Agenda

1. 2011 Cash Balance Research Report Highlights 

2. What’s Driving Growth?

3. Cash Balance & Small Business

4. How to Take Advantage of Growth Trends 

5. What’s Ahead? Cash Balance 2012
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� Participants have accounts

� Accounts grow in 2 ways:

1. Employer Contribution

2. Interest Crediting Rate (ICR)

� Accounts are portable

Cash Balance Accounts
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Data Analysis:

� Form 5500 filings 

2001- 2009

� DOL - EBSA data
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Surprises!
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Dramatically Outpacing 401(k) Growth

Cash Balance: 401(k):

Average annual growth in new plans, 2001-2009

20% 3%
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Recession Did Not Slow CB Growth

Strong Cash Balance growth in 

2009 despite stalled economy

11%
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Cash Balance Growth: 2001-2010
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Strong National Growth Trends
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Growth Driver #1: PPA 2006

� Official IRS approval

� Added clarity & simplified administration
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Impact of 2006 PPA
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Growth Driver #2: Decline of DB
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Why the Decline?

� Interest rate risk issues

� Volatile costs 

� Difficult for participants to 
understand

� Uneven contributions to 
employees

� Portability issues

� Funding issues
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CB as % of all Defined Benefit Plans
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Growth Driver #3: Tax Environment
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Growth Driver #4: Retiring Boomers
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Fastest Way to “Catch up”

Cash Balance lifetime limit: $2,500,000

401(k) with

Age Profit Sharing Cash Balance TOTAL

60 - 65 $54,500 $210,000 $264,500

55 - 59 $54,500 $167,000 $221,500

50 - 54 $54,500 $128,000 $182,500

45 - 49 $49,000 $97,000 $146,000

40 - 44 $49,000 $74,000 $123,000

35 - 39 $49,000 $57,000 $106,000

30 - 34 $49,000 $43,000 $92,000

2011 Contribution Limits
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Growth Driver #5: Small Business
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82% Have <100 Employees
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Growth Driver #6: Awareness!

No longer a well kept 
industry secret:
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Summary: A Perfect Storm

Taxes

Catch 
Up on 

Savings 

Law 
Changes
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Taking Advantage of CB Growth

You have the basic knowledge, now what?

Here are 5 tips to get started…
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#1: Look for Ideal Candidates:

Cash Balance is not a fit for everyone
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Who is Ideal?

1. Business owners with income >$250,000 and 
consistent profit patterns

2. Boomers who need to squeeze 20 years of 
retirement into the next 10 years

3. Businesses with a New Comparability plan

4. Professional services firms, including medical 
groups, CPAs, law firms and financial services

5. Successful family businesses and closely held 
businesses 
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Cash Balance Plans by Business Type

Growth in Diverse Business Sectors
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#2: Understand Plan Combinations
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#3: Reach Out to Tax Advisors & CPAs

Most CPAs are unaware of Cash Balance 
Plans and are thrilled to find a major new 
deduction/deferral option for clients.
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#4: Sell the ‘Safe Money’ Story

[Market fluctuation slide]
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#5: Partner with a CB Specialist

� Cash Balance Plans are highly technical and 
sophisticated

� Lack of experience can lead to failed IRS 
testing, lower benefits, missed opportunities
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Final Regulations 

� Effective immediately 

Newly Proposed Regulations

� Effective January 1, 2012

� Can rely on them now

New CB Rules: October 19, 2010
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Impact on Cash Balance Growth

� IRS thumbs up for 

Cash Balance Plans 

� More ICR options

� Some funding issues 

minimized

� High awareness
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1. Continued strong growth 

supported by New Regs & IRS 

endorsement

2. Rising public awareness will 

drive demand

3. New competitive CB product 

offerings will change the 

game! For example…

Predictions
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Daily Valuation Will Revolutionize CB!
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People Want to See Their Money
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Multiple ICRs Within a Plan

� Participant Direction

� Target Date Funds

� Not yet available but 

under IRS consideration

Coming Soon?
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Learn more about Cash Balance 
Plans and our Research Report:

(877) CB-Plans

How Can We Help?
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� Design and administer retirement plans for 

1,200+ clients nationwide

� Founded October 15, 1977

� National leader in Cash Balance Plans 

since 1989; founded Cash Balance Coach®

� Los Angeles & New York + 7 satellite offices

About Kravitz

39

© 2011, Kravitz Inc. All rights reserved.

Beyond the 401(k)

Amazon.com

CashBalanceBook.com
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www.CashBalanceDesign.com


