Leveraging Cash Balance Plans to Retain Top
Brokers

In today's competitive insurance market, retaining top-producing brokers is essential for agency success. This document outlines
how implementing a Cash Balance Plan can provide a powerful retirement benefit package that attracts and retains your highest
performers. We'll explore what these plans are, their advantages for both agencies and brokers, implementation requirements, and

best practices for structuring a program that serves as a compelling retention tool while meeting regulatory requirements.



What is a Cash Balance Plan?

A Cash Balance Plan is a qualified defined benefit retirement plan that offers the best of both worlds: the security and guaranteed
benefits of traditional pension plans combined with the portability and individual account features of 401(k) plans. Unlike standard
defined contribution plans, Cash Balance Plans provide participants with an individual hypothetical account that grows annually
through two distinct mechanisms:

e Pay credits - annual employer contributions based on a percentage of the participant's salary or a flat dollar amount

* Interest credits - guaranteed annual returns on the account balance (typically 4-5%)

While traditional pension plans define benefits based on years of service and final average salary, Cash Balance Plans express
benefits as a specific account balance. This makes them more transparent and easier for brokers to understand the value of their

retirement benefit at any given time.

Cash Balance Plans are considered "hybrid" plans because they combine features from both defined benefit and defined
contribution approaches. The employer bears the investment risk, as they must ensure the plan assets are sufficient to pay the

promised benefits regardless of actual investment performance.



Rey Advantages for Agencies and Brokers
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Higher Contribution Limits Quaranteed Benefits Portability

While 401(k) plans cap annual Unlike 401(k)s, where account values If brokers leave the agency, they can
contributions at $22,500 (plus $7,500 fluctuate with market performance, take their vested benefits with them by
catch-up for those over 50), Cash Cash Balance Plans offer predictable rolling over the lump sum value into
Balance Plans allow for significantly growth through guaranteed interest an IRA or another qualifying

higher annual contributions— credits. This shields brokers from retirement plan. This portability
potentially up to $300,000+ for older market volatility and provides peace of feature balances the agency's
participants. This enables high-earning mind regarding retirement planning. retention goals with brokers' needs for
brokers to accelerate retirement flexibility.

savings and reduce current tax
liability.

For agency owners, Cash Balance Plans also offer significant tax advantages. Contributions are tax-deductible business expenses,
potentially reducing the agency's current tax burden while building retirement wealth. Additionally, these plans can help owners

personally maximize their own retirement savings, as they can participate alongside their top brokers.

Unlike discretionary profit-sharing contributions that might vary year to year, the structured nature of Cash Balance Plans creates a

reliable and substantial benefit that brokers can count on, strengthening their financial connection to your agency.



Attracting and Retaining Top Producers

In the competitive landscape of insurance brokerage, where top producers can easily move between agencies, a Cash Balance Plan
serves as a powerful differentiator in your compensation strategy. Most competing agencies offer only standard 401(k) plans,
making your enhanced retirement benefit package particularly compelling for high-earning brokers who are looking to maximize

their retirement savings.

1 Recruitment Advantage

When approaching established producers from competing agencies, the ability to offer substantially higher retirement
contributions creates an immediate competitive edge. For brokers earning significant commissions, the tax advantages and
accelerated retirement savings can be worth hundreds of thousands of dollars over their career, making your offer

substantially more attractive than competitors offering only traditional retirement plans.

2 Qolden Handcuffs Effect

Cash Balance Plans can be structured with vesting schedules that reward tenure, creating a powerful financial incentive for
brokers to remain with your agency long-term. As their account balances grow year after year, the financial cost of leaving
before full vesting becomes increasingly significant, effectively creating "golden handcuffs" that tie your best producers to

your agency.

3 Demonstrates Long-term Commitment

By implementing a Cash Balance Plan, you signal to brokers that you're invested in their long-term financial security and
career success. This commitment to their future demonstrates that you value them beyond theirimmediate production
numbers, fostering loyalty and a deeper relationship between the broker and your agency.

The structured nature of Cash Balance Plans also allows you to tie contributions to performance metrics, creating a direct link
between broker achievement and retirement benefits that reinforces your agency's performance culture while rewarding top

producers.



Cash Balance Plan Benefits for Brokers

From the broker's perspective, Cash Balance Plans offer several distinct advantages over traditional retirement options, making

them particularly attractive for high-income producers looking to secure their financial future:

Benefits for Brokers

e Investment Simplicity: Brokers don't need to manage their own investments or worry about market timing decisions, as the

plan guarantees a specific return regardless of market conditions.

e PBGC Insurance: Benefits are insured by the Pension Benefit Guaranty Corporation, providing an additional layer of security
beyond what 401(k) plans offer.

e Predictable Retirement Income: The defined benefit approach allows brokers to accurately project their retirement income,
simplifying their long-term financial planning.
e Complementary to Other Plans: Cash Balance Plans can work alongside existing 401(k) plans, allowing brokers to maximize

contributions to both programs for optimal retirement savings.

e Tax-Deferred Growth: All contributions and interest grow tax-deferred until withdrawal, potentially allowing for distribution
during lower tax bracket retirement years.

For brokers nearing retirement age, Cash Balance Plans are particularly valuable as they allow for accelerated "catch-up" savings
compared to 401(k) limits. This enables late-career producers to rapidly build retirement assets during their highest earning years,

addressing potential shortfalls in their retirement planning.



Agency Responsibilities & Requlatory
Reouirements

While Cash Balance Plans offer significant advantages, they also come with important responsibilities and regulatory requirements
that agencies must understand and manage:

Responsibility Description

Funding Obligations Unlike 401(k) plans, employers must make the promised contributions annually,
regardless of cash flow challenges or profitability. If investment returns fall short of

guaranteed interest credits, the agency must make up the difference.

Nondiscrimination Testing IRS regulations require that benefits don't disproportionately favor highly
compensated employees. Plans must demonstrate fairness across all eligible

participants through complex actuarial testing.

Vesting Schedules Agencies must establish and administer vesting schedules that comply with ERISA
requirements while supporting retention goals. Typically, these include cliff vesting

(100% after a specific period) or graded vesting (increasing percentages over time).

PBGC Premiums As defined benefit plans, Cash Balance Plans require annual premium payments to the
Pension Benefit Guaranty Corporation, representing an ongoing cost beyond the actual

benefits provided.

Actuarial Services Agencies must engage qualified actuaries to perform annual valuations, determine
funding requirements, and file necessary government reports (Form 5500, Schedule B,

etc.).

These responsibilities require careful management and expertise beyond what's typically needed for 401(k) administration.
However, with proper planning and professional guidance, these challenges can be effectively managed to maintain a compliant

and successful program that benefits both the agency and its brokers.

It's important to note that Cash Balance Plans require a more significant administrative commitment than defined contribution
plans. The agency must be prepared for this higher level of complexity and ongoing responsibility to successfully leverage the plan

as a retention tool.



Implementation Best Practices

Expert Partner Selection

Choose experienced service providers who specialize in
Cash Balance Plans for professional services firms. Look for
third-party administrators and actuaries with specific
experience designing plans for insurance agencies or similar
commission-based businesses. Your implementation team
should also include an ERISA attorney and financial advisor
with Cash Balance Plan expertise.

Effective Communication

Develop comprehensive materials and regular updates that
clearly explain the plan's value to brokers. Hold annual
review meetings with participants to demonstrate account
growth and projected retirement benefits. Ensure brokers
understand how the Cash Balance Plan complements other
compensation components and fits into their overall

financial planning.

Implementation Timeline

A successful Cash Balance Plan implementation typically requires 3-6

months from initial concept to launch. Key milestones include:

1.

Initial consultation with retirement plan specialists (2-4 weeks)

Plan design and financial modeling (4-6 weeks)

Legal document preparation and review (2-3 weeks)

IRS submission and approval process (if applicable)
Participant communication strategy development (2-3 weeks)

Plan launch and enrollment meetings

Strateqic Plan Design

Structure the plan to maximize retention benefits while
ensuring regulatory compliance. Consider tiered benefit
formulas based on production levels, strategic vesting
schedules (typically 3-6 years), and eligibility requirements
that balance inclusivity with cost control. Ensure the design
aligns with your agency's cash flow patterns and long-term

growth objectives.

Prudent Investment Strateqgy

Work with investment advisors to establish a conservative
portfolio strategy focused on matching or slightly exceeding
the plan's interest crediting rate while minimizing volatility.
Balance risk management with the need to control plan
costs, potentially using liability-driven investment
approaches that align assets with projected benefit
obligations.

Monitoring and
Optimization

Once implemented, establish quarterly review

processes to evaluate:

Funding status and investment performance
e Participant satisfaction and understanding

e Impacton recruitment and retention metrics
e Regulatory compliance

e Opportunities to optimize plan design based
on agency growth and changing broker

demographics



Conclusion & Uext Steps

Cash Balance Plans represent a powerful strategic tool for insurance agencies seeking to attract and retain top-producing brokers in

an increasingly competitive market. By offering retirement benefits significantly beyond what competitors provide through

standard 401(k) plans, your agency can create a compelling value proposition that strengthens broker loyalty and supports long-

term business stability.

Consult with Specialists

Begin by engaging with retirement plan
consultants, actuaries, and ERISA
attorneys who specialize in Cash Balance
Plans for professional service firms.
These experts can provide personalized
analysis of how such a plan would work
within your specific agency structure and

broker compensation model.

Conduct Financial Modeling

Work with your financial team to model
the long-term impacts of implementing a
Cash Balance Plan, including projected
costs, tax benefits, and effects on agency
cash flow. Compare these projections
against the anticipated retention benefits

and recruitment advantages.

Qather Broker Feedback

Engage with your top producers to
understand their retirement planning
needs and how a Cash Balance Plan
might align with their financial goals. This
feedback can help shape a plan design
that maximizes retention impact while

addressing brokers' specific concerns.

When properly structured and communicated, a Cash Balance Plan delivers multiple benefits: tax advantages for both the agency

and its brokers, accelerated retirement savings for high earners, predictable benefit growth independent of market fluctuations,

and a powerful financial incentive for your best producers to build their long-term careers with your agency.

By taking action now to implement this sophisticated retirement benefit strategy, your agency can position itself at the forefront of

the industry in attracting and retaining the talented brokers who drive your business success. The investment in establishing a Cash

Balance Plan today will pay dividends for years to come through enhanced broker loyalty, reduced turnover costs, and a more

stable, productive team of top performers.



Oakwood Summit

www.oakwoodsummit.com

info@oakwoodsummit.com

Schedule a Consultation

The difference between a good retirement plan and a great one isn't just investment selection, it's strategic tax management that

compounds wealth exponentially over time.

The information provided on this website is for general informational and educational purposes only and is not intended to be, and should not be construed as,
legal, tax, investment, or accounting advice. You should consult your own legal, tax, and financial advisors before making any decisions based on the information
provided.Cash Balance Plan services offered through this site are provided as part of a consulting relationship and may involve coordination with third-party
actuaries, TPAs, and investment advisors. While we strive to ensure accuracy and compliance, we do not provide legal or tax filing services. All plan designs are
subject to IRS rules and Department of Labor regulations and may vary based on individual business circumstances.Past results are not a guarantee of future
outcomes. The value of tax savings and retirement benefits will vary depending on your income, entity structure, contributions, and overall financial strategy.This
website and its content are intended for use by business owners and financial professionals who understand the risks associated with retirement planning and tax
strategies. By using this site, you acknowledge that you have read and understand this disclaimer and agree to its terms.For specific advice tailored to your situation,

please schedule a consultation with a qua
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