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1. Give you a clear understanding of the
Cash Balance market, present and future [

2. Show you how to take
advantage of Cash Balance
growth

3. Empower you with tools
and strategies to grow
your business
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‘ 2015 Research Report: Highlights & Trends

. What’s Behind Record-setting Growth?

‘ Cash Balance + Small Business: A Love Story

. Succeeding With Cash Balance Plans

|

. What’s New: IRS Regulations and More
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Contribution
Portability, its: $2.6 M
Simp! etime Benefit

401(k) , Traditional
Profit Sharing Giybad Defined Benefit
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REFIREMENT PLANS THAT
SAVE TODAY AND BUILD TOMORROW

Research Reprt '

2015 National Data analysis using:

CASH BALANCE = IRS Form 5500 filings,
Research Report 2001-2013
MWW CASHBALANCEDESGNCOM | (877] CBPUANS - DOL - EBSA data

= PSCA Annual Survey

Growth Rate Doubles Projections

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014°
* Projection based on current growth rates and industry data.
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Growth Rate Soars Past 401(k) Plans

®

Cash Balance: 401(k):

32% 3%

KRAVITZ . e

Report Highlights

v The Cash Balance Plan market surged 32% while the 401 (k)
market increased only 3%

v Cash Balance Plans now make up over 28% of all defined
benefit plans, up from 2.9% in 2001

v Small and mid-size businesses continue to drive Cash Balance
growth: 89% of plans are in place at firms with fewer than
100 employees

v California and New York still have the most plans, but the
fastest growth was in Minnesota and Florida
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CB as % of all Defined Benefit Plans

0%
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KRAVITZ — =

Notes




1,000 258
277
L Il = e

Prior 1o 1985° 19851989 1990-1999

2000-2005 2006-2013
(Pricx to PPA legislaticn) (Post-PPA)
* Plans with an effective date prior to 1985 are iraditional defined benefit plans that were later converted to
Cash Balance. The first IRS-approved Cash Balance plan waos esiablished in 1985 by Bank of America.
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Company Contribution to Employee

Retirement Accounts

Plan Type 2008 2009 2010 2011 2002 2013
401(K) only* 3% 22%  22%  2.4%  2.6% 2.8%
01 [ comeinec it s o 6% 6.2% 6.3% 6.3%
Cash Balance plan
C contributi as of eligibl

Y

P a
participants’ total annual pc;ro“.
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Cash Balance
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Total assets in all Cash Balance plans nationwide:
$9528 in 12,721 plans
Annual contributions for 2013 $35.8 Billion
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Cash Balance: Regional Concentration

Rank State Number Percent of Percent Annual
of Plans Nation’s Total Increase*
LRy e

i -
Renaa

S

o
o 48

ional Total 12,271

*Increase in fotal number of plans between 2012-2013, the most recent year for which complete
IRS Form 5500 data is available.
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Why Is CB More Popular in Certain States?

Medical Higher Population cB
Taxes & Age Champions

Top 7 States that Tax You the Hardest
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What's Driving Cash Balance Growth?

15,000 14629"

1742

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014°
* Projection based on current growth rates and industry data.
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2012 Rates 2015 Rates
Investment tax* = 0% | Investmenttax* = 3.8%
Highest income tax = 35% |Highest income tax = 39.6%
Medicare tax** = 20909, Surtax of 0006 = 3.8%

Capital gains/Dividend tax = 15% | Capital gains/Dividend tax =23.8%

* Investment Income tax on all unearned income (interest, dividends, gains, rents & royalties, etc.)

** Medicare tax for individuals is 1.45%. Most company structures require an Employer matching amount of
1.45%. Most of these taxes applied on high wage eamers earning >$250k, AGI, filing jointly.
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Understanding Tax Deductions

Above The Line Deductions

Most desirable type of deduction - Reduces AGI

3-

v Qualified Retirement Plan Contributions

Below the Line Deductions

Many limitations - Subject to phaseouts.*

\ ”/
. )
v Charitable Contributions =

v State Tax \:_’
v Property Taxes

v Mortgage Interest

*Subject to phase outs based on income > $250,000(Single) or >$300,000(Married _
filing jointly)
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of CB Tax Advantages

Advisor Handout Client Handout
Tax Advantages of Cash e~ How to Reduce the Pain o
Balance Refirement Plans %'.,;777 of Fe(enf Tax. Htkfes W

W

22 Call (877)CB-Plans

Coll(877)CE-Plans AV
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Retirement Savings Crisis

(= THE WALL STREET JOURNAL. = vour money

RETIREMENT PLANNING

Retiring Boomers Find 401(k) Plans Fall Short

By E.S. BROWNING

The 401(k) generation is beginning to retire, and it isn't a pretty sight

The retirement savings plans that many baby boomers thought would see them
through old age are falling short in many cases.

The median household headed by a
person aged 60 to 62 with a 401(k)
account has less than one-quarter of
what is needed in that account to
maintain its standard of living in

| retirement, according to data compiled by
5 S the Federal Reserve and analyzed by the
F | B -~ Center for Retirement Research at
Boston College for The Wall Street Journal. Even counting Social Security and any

v Longevity challenges: need 25-30 years of
retirement income

v Many Boomers under-prepared

v Social Security viability issues,
decline of traditional pensions

v Market losses and volatility ‘ \
v Rising retiree healthcare costs ‘ Retiremert
1
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Fastest Way to “Catch up

p—

2015 Contribution Limits |
401(k) Profit Sharing & Cash Balance Plans
401(k) with Tax
Age Profit Sharing ~ Cash Balance TOTAL savings*
60 - 65 $59,000 $242,000 $301,000 $120,400
55- 59 $59,000 $195,000 $254,000 $101,600
50 - 54 $59,000 $149,000 $208,000 $83,200
45-49 $53,000 $114,000 $167,000 $66,800
40-44 $53,000 $87,000 $140,000 $56,000
35-39 $53,000 $66,000 $119,000 $47,600
30-34 $53,000 $51,000 $104,000 $41,600
"Assuming 40% tax bracket, taxes are deferred

Cash Balance lifetime limit: $2,600,000
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The Rise of Cash Balance Plans

U5 EUROPE ASK

Home  Business Iestng Techaniogy Entrpreneurs
- Markets =
The new Cash Balance ReurememP!an Wall Strost  Heard on the Strest  WSJMoney Stocks FUnds/ETFs  Bonds

Featuring Barbara Weltman
WEALTH MANAGEMENT

Ad\nsers Embrace Alternative Pension Plan

Mome  Lifeimsurance Anmuties. Hoalth Insurance  Morkets. Y tice Ma

Home NewsViewsr Markets Investing Trading Deck PersoniSenorMarket BoomerMorset ENGIojes BAnefis AMuent DiversiyMorket GenXs

June 13, 2013, 6:06 PM ET

Cash-balance plans grow, 4(Cash balance retlrement plans
e ——enjoy rapid rise o

Emp}oye'rs Seek Benefits
In Cash Balance Pensions
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A Perfect Storm

Rising Retirement

Taxes Savings
Crisis

Public

Awareness,

g Media Legislative
~ Coverage Changes

B —




CB growth: driven by
small business but also
a popular choice for
certain large firms and
some Fortune 500
companies.

KRAVITZ .
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89% Have <100 Employees

Paridpants  (TI0% aions Toal
Over 10,000 253 2.0%
1,000 to 10,000 552 4.4%
100 to 999 549 4.3%
251099 1,377 10.8%
1010 24 2900 22.8%
1109 7,090 55.7%

National Total 12,721

Total participants in Cash Balance plans
nationwide: 12.3 million

KRAVITZ ...

Why So Appealing to Small Business?
(— — .
- 1. Cost efficiency and tax efficiency: ratio of

owner/employee contributions works very well
for small to mid-size firms

2. Age-weighted contribution limits: ideal for
older owners who have sunk most assets into
the business and are behind on retirement

3. Asset protection (for lawsuit or bankruptcy)

4. Attracting and retaining key employees
(CB plans have greater appeal)

5. Succession planning for family businesses

KRAVITZ e
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Large Plans: Top 10 by Asset Size

Top 10 Plans Overall Top 10 Medical Group Plans Top 10 Law Firm Plans ]
1. ATar $5678 1. Suller Health $3.58 1. Sidley Ausiin $674.9M
2. 1M $5498 2, Mossachusetts $288 2. Skodden, Arps, Slote, $316.4M

General Hospital Meagher & Flom
3. Boeing R T ——— $2.48 3. Morgan, lewis &  $289.7M
4. United Technologies  $23.88 Healthcare Bockie
4. Shands Healthcare §1.68 4 Jones Doy $189.2M
5. FodEx $21.38 5 Ghoon umd 51630
ibson, Dunn "
6. AlcoteHucent $ivgs [l 5 Norh Shor A Crufcher
University Hospital :: 5
7. Bank of America $19.48 [0 6 The Clovord Gl $1:30 ] & OMebeny & Mymr $190.54
Foundalion 7. Covington & Burling  $153.3M
" Covington & Burling i
8 Norhrop Grumman— $18.58 7 gty $128 ‘
ey om— $1738 Women's Hospital 8. Reed Smith 1P $136.6M
Internatienal 8. Memoriol Hermann $1.28 9. Hogan Lovells $124.5M
10, M $15.48 Healthcars
9 Boord of Trustees for ~~ $118 10. DLA Piper $121.7M
Hospital Employees
10. MedStar Heallh Inc. ~~ $1.08
KR /\\/] T2 © 2015, Kaviz Inc, Al ghts rserved 2

Now what?

5 tips to get started.

© 2015, Kravitz Inc. Al rights reserved. 29

1. Focus on the Right

o

NOT a mass market product like a 401(k): "

Cash Balance is a “"niche” product

KRAVITZ — =
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Who is Ideal?

Business owners with

% income >$250,000 and
consistent profit

n
ol patterns

KRAVITZ —

Who is Ideal?

Cash Balance
Wealthy boomers who
need to squeeze 20 pop
years of retirement
savings into 10 years Sharng
401(k)
45 il ‘lo‘ye‘ars‘ == 55
KRAVITZ

Who is Ideal?

Businesses with a New

Comparability plan
Cash

Balance

Profit
Sharing

KRAVITZ
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Who is Ideal?

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

b

KRAVITZ

Who is Ideal?

Successful family
businesses and

closely held
businesses

KRAVITZ

Who to avoid:

1. Unpredictable profit
patterns

KR AVITZ ——
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KRAVITZ

1. Unpredictable profit
patterns

2. Won't give 5% of pay to
employee retirement
accounts

© 2015, Kravitz Inc. Al ights reserved.

KRAVITZ

1. Unpredictable profit
patterns

2. Won't give 5% of pay to
employee retirement
accounts

3. Multi-partner firms with
high internal discord

© 2015, Kravitz Inc. Al ights reserved.

KrAVITZ

Who to avoid:

1. Unpredictable profit
patterns

2. Won't give 5% of pay to
employee retirement
accounts

3. Multi-partner firms with
high internal discord

4. Challenging
demographics

© 2015, Kravitz Inc. Al ights reserved.
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Growth in Diverse Business Sectors

SRS ISP

a«"’ﬁ;é & j‘v g ‘,,ii;v’* a’g 7 5 P #
d&f o .
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2. Understand Plan Combinations

Percent of CB Hons Associoed wih OC Plan Type .
s EE NN

1.6% 0% 195 -_
T T "

TN AT R N
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Success with Plan Combinations

Annual Profit
Name Age  Salary Sharing
" Group 1: Owners

Owner 1 60 $265,000 §$24,000 $35,000 $0 to $50,000| $109,000!
Owner 2 50 $265,000f §$ 24,000 $35,000 $0 to $50,000 109,000
Owner 3 40 $265,000f $18,000 $ 35,000 $0 to $50,000 103,000
Owner 4 35 $265,000f $ 18,000 $35,000 $0 to $50,000| 103,000

Group 2: Staff > $115,000 3%of pay.
Employee 1 50 165,000 $4950 $0, $4,950,
Employee 2 a5 125,000 3,750} 0 3,750

Group 3: Staff 5%of pay.
Employee 3 65 80,000 4,000} 1,000 5,000

v ¥
Employee 20 21 20,000 1,000 1,000 2,000,
Subtotals $ 1,140,000 $01 $42,500] $ 18,000 $ 60,500,
! )
H
Grand Totals $ 2,200,000 $ 84,000 $ 182,500] $218,000( $ 484,500 |
J Percent of Contribution to Owners:
vl a2
RAVITZ
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|

a— v Many CPAs are unaware
\< of Cash Balance Plans

SR h )
/‘j’% and are thrilled to find a

2,

‘é@ 104 ; 3 M;/,/ major new

0 Ut deduction/deferral option
abey P— Ind ivig, “., for clients.
e [ =5t year o ual jp,.
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4. Sell the ‘Safe Money Story

Market volatility increases the ¥
appeal of Cash Balance Plans

u S&P 500 REALIZED VOLATILITY

AVERAGE TRUE RANGE (ATR)

KrAVITZ ——

—

|

v Cash Balance Plans are
highly technical and
sophisticated

v Lack of experience can
lead to failed IRS
testing, lower benefits,

) missed opportunities
v" Complex sale, long
sales cycle - need a

skilled partner

kraVITZ —
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10 Questions
to Ask Your Actuary

The s

) Bl

ndep

1. How long have you been daing
Cash Balkance Plans?

Do you administer plans using
an “Actual Rate of Return” interest

croditing rate? Do you allow muliple
investment options within a plon?

KR/ V‘] 12 © 2015, Kravitz Inc. Al rights reserved. &

What's Ahead?

' 5 key factors impacting the CashBalance
market in 2015:

v" Market absorbing the impact
of new 2014 CB regulations

v Growing awareness of the new
ICR options and broader
investment choices

v Continuing small business
confidence

v Election year=no chance of
tax reform impacting qualified
plans

v Market volatility drives an
increase Cash Balance popularity

KRAVITZ — e

Guaranteed Retirement Income Issue

v Annuity options and the ‘safe money’ aspect of
Cash Balance plans = increasing popularity

krVITZ _—

16

Notes




Notes

CB Regulations Issued in 2010

Good news for Cash

Balance Plan sponsors:
v Greater flexibility and

simplicity
v"Many more ICR options,

including Actual Rate of
Return

v'Many funding issues
minimized

v Increased awareness

KRAVITZ ... e

2014 Final CB Regulations

v September 2014 - IRS finalizes
Cash Balance regulations
v Allows for broader options for

choosing Interest Crediting Rate
(ICR)

v Key change: allows multiple
investment options within a
single CB plan

KRAVITZ T

Impact: Shift in ICR Choices

Interest Crediting Rate Percentage*
Fixed Rate of Return 42.2%
30-Year Treasury Rate 299%
SQYenr Treasury Rate 23.0%
with a Floor
Actual Rate of Return 4.4%
Equity-Based Rate 0.5%
100.0%
*Note: chart includes all 550 clients, but 30% of Kravitz large plans
(>100 employees) are now using Actual Rate of Return.
KR /\\/ ITZ o 20 e s s e E
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Shift in ICR Choices in the Larger

Cash Balance Plan Market:

Interest Crediting Rate Percentage*
30-Year Treasury Rate 429%
Actual Rate of Return 28.6%
Fixed Rate of Return 19.0%
30-Year Treasury Rote -
with a Floor
100.0%
JI/_ R /\\/J TZ © 2015, Kravtz Inc. Al ights reserved. &

Interest Crediting Rate Flexibility

Safe Harbor Rates such as
30 Year Treasury Rate

Fixed Rate up to 6%

Investment Based Rates
A diversified mutual fund

Actual Return of Plan Assets
Portfolio must be diversified

KRAVITZ e

How Actual Rate of Return Works

ICR = Actual rate of return

on plan assets
Requirement: assets must be

“diversified so as to minimize
the volatility of returns.”

Acceptable: a mix of bonds |:|I:I|:|
and equities

Unacceptable: assets

exclusively in a sector fund

KRAVITZ .
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Understanding Actual Rate of Return

—

®

Advantage

Minimizes most of the
underfunding and

overfunding issues

Disadvantages

Impact of volatile returns ol
needs to managed

Preservation of Capital Rule

KRAVITZ S

Capital Rule

Preservation of

e

Participant payout can
never be LESS than

the sum of employer
contributions.

KRAVITZ —

Preservation of Capital Rule

Preservation of Capital
Example:

A Employer contributes $1,000 for
three years

02 Negative return reduces participant

account from $3,000to $2,800

Participant receives the greater of:

(a) Account Balance or
(b) Sum of Employer Contributions

Payout to participant = $3,000

KRAVITZ .

19



Notes

Popularity of Actual Rate of Return

30%

of Kravitz large

plan clients use

Actual Rate of
Return

KRAVITZ

An Unexpected Surprise

KRAVITZ

Actual Rate of Return With a Twist

Biggest change in the September 2014 Cash

Balance Regulations:
IRS now allows for different investment

strategies for various groups of participants
within one Cash Balance plan.

KRAVITZ . JO—
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Actual Rate of Return With

Investment Options

. Fixed Income
. Equities

KrRAVITZ

Actual Rate of Return With
Investment Options

Three Rules:

1. Diversification
2. Employer securities cannot be > 10%
3. Employer choice, not participant choice

Note: participant direction in Cash Balance plans
is still ‘under review’ by the IRS.

KrRAVITZ

Case Study

-

Partners Parti

partic

200
Employees

KRAVITZ
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Helpful Guide: Understanding ICRs

r than ev

Vi CASH BALANCE RETIREMENT PLANS BY KRAVITZ [0 CASH BALANCE PLANS: B

More Options
More Choice

More Freeclom

Actual Rate of
Return Option

Key Advantages
of o Invesiment Chaica

Gosh Bokonc

KRz

e —— = ]

Reliance Trust Cash Balance

Collectives Series

é RELIANCE TRUST

New investment strategies for Cash Balance plans:
3 collectives targeting different points on the risk spectrum.

25%\ 35%

15%

Fixed Income

Ultra-conservative Conservative Moderate W oites

KRAVITZ .
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Cash Balance 2015 Predictions

<
\

1. Continued strong CB growth driven by
tax climate, economy and awareness

2. Actual Rate of Return becomes even
more popular

3. Large firms opt for ‘investment choice’
Cash Balance plans

4. CB becomes a “must-have” for top
medical/legal groups

5. CB assets surpass $1 Trillion, more
investment products and income
options will go to market

KrAVITZ . .

Cash Balance Innovation

Cash Balance market still very new, like the
early days of 401 (k). Opportunities and trends
will include:

v Software innovations for plan
design and actuarial work

v Participant technology, Daily
Recordkeeping

v Investment and guaranteed
income products

© 2015, Kravitz Inc. Al rights reserved. 68

v Taking Cash Balance out
of the “black box”

v Participant-friendly
technology

v 24/7 mobile access

KRAVITZ
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LOGIN

CASHBALANCE

POWERED BY KRAVITZ

Instantly start your
Cash Balance Business

A simple and affordable way to get into the Cash Balance business
without the high cost of software acquisition and actuarial staffing. Cash
Balance Online™ is a new and innovative web based back office
solution for Third Party Administrators.

L

BENEFITS VALUE

Yes, I'm
interested.
Benefits to you as a TPA:
Sash Balance
7 You contol the clent relationship, Kiaviiz @ Ewendyour 3 g Griine™ and growing your TPA
does the administration O e P business with Cash Bslance.

Payden Kravitz Cash Balance Fund

THE CASH BALANCE INVESTMENT

= - F'AYDEN/KRA\/ITZ SOLUTION |
EHECD,
Py — o

1 CASH BA&NCE
PLAN FUND

i Assets now close to $200M
KRAVITZ

How Can We Help?

Get a free plan design, connect with our Cash

Balance community on social media:

(877) CB-Plans

www.CashBalanceDesign.com

@Kravitzinc Linked m

Cash Balance Consultants

KRAVITZ .. o
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How Financial Advisors Can Grow Their
Businesses with Cash Balance Plans

Order at
Amazon.com

Free chapter at
CashBalanceBook.com

[
-u--u.nauu
bty

DANIEL KM“TE.
KEN GUIDROZ
& STEVEN SANSONE

KRAVITZ S

Cash Balance Coach™ Certification

< ROW YOUR 401 (k) BUSINESS
| WITH CASH BALANCE PLANS

BALANCE/

www.CashBalanceCoach.com
Fall session dates: Oct 6, 7, 13 & 15

KRAVITZ W, .

www.CashBalanceDesign.com

006 Cash Balance Design o

(22 (EJ (2] [© o cashblancedesign.com ¢ Leei) (0]

B’E%ﬁ;”ﬁ/ F

A

READ OUR BOOK 2))

CASH BALANCE 101 PLAN INVESTNENTS  CALCULATORS & LMITS | ABOUT KRAVITZ | ARTICLES  CASE STUDIES
ur
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