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Cash Balance Overview
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Contribution : enefit
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; Traditional
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e Accounts

7Cash Balénc

o

{ = Participants have accounts

= Accounts grow in 2 ways:
1. Employer Contribution
2. Interest Crediting Rate (ICR)

= Accounts are portable
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Data Analysis:

= Form 5500 filings
2001- 2009

= DOL - EBSA data
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National CASH BALANCE

Research Report
2011

5

It © 2011, Kravitz Inc. All righs reserved.

Surprises!

krRAVITZ

Notes




Dramatically Outpacing 401(k) Growth

Cash Balance: 401(k):

20% 1 3%

Average annual growth in new plans, 2001-2009
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Recession Did Not Slow CB Growth

Strong Cash Balance growth in
2009 despite stalled economy

RECESSION 119%
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Cash Balance Growth: 2001-2010

»

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

* Projection hased on current growth rafes and industry data
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Stroing 7Nationa| Growth Treng
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Number Percent of Percent

of Plans Nation’s Total Increase L
1 () CA 741 13% 12%
2 (2 NY 626 1% 13%
3 3 OH 436 7% 14%
4 (5) IL 402 7% 27%
5 (4) NJ 392 7% 24%
6 (8) 1P 293 5% 47%
7 (6) PA 276 5% 7%
8 (7) FL 240 4% 1%
9 (9 MI 230 4% 33%
10 (10) MN 172 3% 4%
* Previous Rank
National Total 5,840
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= Official IRS approval
= Added clarity & simplified administration
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Impaét of 20b6 PPA

1,684

Number of Plans.

851

500 265
82

2006-2009

Prior fo 1985 16851989 19901999 20002005
(Prior to FPA legisation| {Post-PPA|
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Growtrh Dﬁ\;er #27: Decliné of DE

Report Highlights Continued Decline in

Defined Benefit Plans
Plon exccuives
3 8 thatcesuts

i 7 | Recommns 2 ) Get the Free Report on
How You Can Automate
Dorformanca Doviewe

e ruary 14, 2011
Business Insurance Because risk can come from any place.

(= ] P TRAVELERST
>

I Ry E—

Defined benefit plans still in decline: Survey

et — Bes300.

o 0109
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= 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

2001 2002 2008 2004 2005 2006 2007 2003 2002 2010°

* Projection based on current growth rates and industry data.
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Growth Driver #3: ;I;ax E”nvironment

YaHOO!, NEws |l

U.S. Deficit: Higher Taxes Needed to Cut Rising Debt

By ERIK HEINRICH-Wed Mar 3,715 am ET

Never mind about montgaging the future. By running up a monster deficit as it struggles to keep the econorry growing, the Obama
Administration is setting the stage for sharply higher taxes down the road.

Of course, t's not an absolute certainty. The easier option is even more quantitative easing - a eupherism for printing money, which is a dirty
phrase economists never like 10 use. This would devalue the country's cumency and sovereign debt, tiggering a cycle of hyperinfation of the
fikes the U.S. has never seen

Hiking taxes is the less traumatic course, though it will only be accepted as the cost of inaction rises. “Congress only responds to financial cisis
or some other extemal shock,” says Bill Gale, co-director of the Tax Policy Center in Washingtan, D.C. "Nothing will be done in Obamars first
term to substantially increase tax revenue.* (See the top 10 bankiuptcies )
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Driver _»#_}4; k_R_(__at__i_ring Boomers

Grov:/Eh €

- s
THE WALL STREET JOURNAL.| RETIREMENT PLANNING

GET 2 WEEKS

SUBSCRIBE NOW!

T
World+ | US.~ NewYork - Business « | Markels - Tech - | Personsifinance - | Lil & Cuura « | Opinon « | Carers -

ami iances | vesting [ RRTIIWERY Tases  owTo Gude _ Smartoneycom

oomers Find 401 .~ How to Boost Your
(&) Plans Fall Short Tnvestment Income

Retiring Boomersfind 401(k) Plans Fall Short

Een oo swetis @) Wielfs] @ @ owe | [Frel

B/E.S. BROWNING
The 401(K) generation i begining to etre, and i isnit a prtty sight.

The retirement saings plans that many baby boomers thought would see them thiough old age
are fallng short in many cases

“The median by a parson aged 60t has less than
one-quarter of what is needed in that account o maintain s standard of hing i retrement,
according to data compiled by the Fedsral Ressve and analyzed by the Canter for Retirement
Research at Boston Callege for The Wall Street Joural. Even counting Social Security and any
pensions or ather sangs, most 401/K) paricpants appear to have insuficient savings. Data
from other sources also show big gaps betwsen savings and what people need, and the fnancial
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Fasrfiest Wé—y toT(fatch up”

2011 Contribution Limits ¥

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

Cash Balance lifetime limit: $2,500,000
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Growth Driver #5; SmalliBQsiness

E THE WALL STREET JOURNAL.
i
RUNNING A BUSINESS | JUNE 11,2010, 1123 AM. ET
More Small Businesses Add Cash-Balance Pensions
By JILIAN MINCER

More small firms are adding cash-balance pensions as tl y b d, with a two-fold purpose that
benefits employees: rebuilding their battered nest eggs and avoiding higher taxes.

Itis the prospect of higher taxes that has doctors, lawyers, plumbers and other small business operators favorin
these hybrid plans, which enable them to set aside significantly more pretax dollazs than they could in a 401(k)
or profit-sharing plan.

"Alot of people are feeling more positive about business and
want to make investments,” says Dan Kravitz, president of
Kravitz, which designs and administers retirement plans.

Cash balance plans are a type of defined-benefit program

governed by the Employee Retirement Income Security Act,

with made by the company, not by the employ

They can be effective for high earners, particularly

1 professionals, because they allow much larger amounts of
compensation to be deferred from income than a 401(k) and

profit-sharing plan, which have relatively low limits.

Gotty Images
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Number Percent of
of Plans  Nation’s Total

Over 10,000 197 3.4%
1,000 fo 10,000 438 7.5%
100 to 999 397 6.8%
2510 99 861 14.7%

Participants

10 to 24 1,461 25%
1to? 2,486 42.6%
National Total 5,840

Total participants in Cash Balance Plans
nationwide: 10.5 million
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~ g e Maret)atch " s v |

No longer a well kept i
industry secret: Market !\ atch

June s, 2011 58 P EDT

T L STRSFTARL

Rl Ette - Texes - Retirement - Spanang and g - C St susiness - crsceCarcs
ROBERT POWELL rzhies nsisis
i 15, 2010, 1201 am, ED

Cash-balance pension plans are growing fast

suceMe]  [Wwea 0 womer | mEmal et )

By Robert Powel, MarketWatch
BOSTON -~ As 9o, cash-balance
1l known nor s widely discussed as 401(K)s. Nor are they in a state of

e g

Home Page o the Words Buiness Leaders

ForbeS  —

TOOLS  DASCS  UNESTHG  TAXES  WSURNCE  FAMLYFWANCE  LVING

Tt S Abeeto G |
i e ot mebo  Towkn s 06 Latoi
Employers Seek Benefits °°Te  The new Cash Balance Retirement Plan
In Cash Balanee Pensions + &4 festuring Barbara Weltman - isy 24,20
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Summaf; A Perfect Stormﬁ

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

Cash Balance is not a fit for everyone

2
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Wﬁoiis IdeaE

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

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

5. Successful family businesses and closely held
businesses
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Growth in Diverse Business Sectors
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5 & Cash Balance Plans by Business Type
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#2: Understand Plan Combinations

Associated with DC Plan Type:

Percent of CB Plats

krRAVITZ




Notes

#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.

KRAVITZ

: Sell the ‘Safe Money’ Story

e

Market Volatility vs. S&P 500

92011 RoanFnanc Raport:

El

Volatility Index (VIX)

2003 2005 2007 2009 2011
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7 #757:4Pértner with a CB Speéialist

" = Cash Balance Plans are highly technical and

sophisticated
= Lack of experience can lead to failed IRS

KRAVITZ
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New CB Ral_és: Oétober 19, 270176

v Effective immediately

Newly Proposed Regulations

v’ Effective January 1, 2012
v' Can rely on them now
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Impact oh 7Cash Barlance Growth

v IRS thumbs up for
Cash Balance Plans

v More ICR options
v Some funding issues

minimized
v High awareness
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Predictioh;

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...

krRAVITZ




Daily Valuation Will Revolutionize CB!

€ & C fi [Ohipsjogni
[ NewTa i Stde [ CTodostT
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Multiple ICRs Within a Plan
v' Participant Direction
v' Target Date Funds

v Not yet available but
under IRS consideration
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HOW Ca‘n— We HeIp.7

Learn more about Cash Balance
Plans and our Research Report:

(877) CB-Plans
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About Kravitz

KRAVITZ

v Design and administer retirement plans for
1,200+ clients nationwide

v" Founded October 15, 1977

v" National leader in Cash Balance Plans
since 1989; founded Cash Balance Coach®

v" Los Angeles & New York + 7 satellite offices
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Beyond the 401(k)

How Financial Advisors Can Grow Their

Businesses with Cash Balance Plans Am azon.com

CashBalanceBook.com

KEN GUIDROZ
& STEVEN SANSONE
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www.CashBalanceDesign.com

Notes
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