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Low inflation leaves Plan limits unchanged for 2010

The IRS recently announced that there will be no
cost-of-living adjustments that determine the dollar
limitations for pension plans for 2010. An annual
review of these figures is required by law, and adjust-
ments are tied to the release of the Consumer Price
Index by the Bureau of Labor Statistics.

Most pension plan limits will remain the same as
their 2009 limit. Significant 2010 limits are included
in the table below.

Why are the limits unchanged?

The annual 401(k) contribution limit is set by com-
paring the Consumer

Price Index (CPI) for

want to consider the possibility of a reduced limit

in 2011 and contribute the maximum possible in
2010. Affected employees could also include highly
compensated employees (HCE’s) who may have
their contributions capped below the IRS limits by
discrimination testing. If you are concerned about
contribution caps for HCE’s at your cooperative, you
may want to call your Client Service Manager to dis-
cuss your options.

What do the limits mean?

The defined contribution plan limit is the maximum

contributions (whether
2009 2010

employee contributions,

the third quarter of the | Maximum annual defined employer contributions,. or
preceding year to abase | contribution $49,000 | $49,000 both) that can l’)e deposited
level. While low levels Maximum annual 401 (k) han emp}oyees 401(k) ac-
of inflation have meant 4 i.x alu annua $16,500 | $16,500 | count during the year.
more affordable food crert - — The 401(k) elective deferral
and gas for consumers, Over 50 “Catch up” limit $5,500 | $5,500 | |imit is the maximum con-
the CPI-based formula Maximum annual tributions an under-50 em-
led to the IRS maintain- | compensation limit $245,000 | $245,000 ployee can make to his or her
ing the limits for contri- [ {{iohly compensated own 401(k) account during
butions in 2010. s $110,000 | $110,000 | the year.

employee limit

In August 2009, there
was speculation within the industry that contribu-
tion limits would actually decrease in 2010'. While
this speculation did not prove true, the same logic

has some prognosticators believing that a reduction
could still occur next year (barring Congress changing
the law). Those savers in the 401 (k) Plan who plan
to approach the contribution limits next year, may

www.coop401kplan.com
800.652.6675
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The catch-up limit is the maximum additional con-
tributions employees can make to their 401 (k) plan
during the year. This limit only applies to employees
who are age 50 or will turn 50 during the calendar
year.

Limits apply to employee contributions to any

401 (k) plan, not merely to contributions to the Co-
op 401(k) Plan. For example, if an employee has a
401 (k) plan from a previous job that he or she has
contributed to in the past year, that amount would be
counted toward their yearly maximum in the Co-op

401(k) Plan.

The annual compensation limit is the maximum
compensation a tax-qualified plan can take into con-
sideration to determine benefits.

The highly compensated employee limit identifies the
salary which classifies an employee as highly compen-

sated for purposes of nondiscrimination testing.

Older employees can “catch up”

After hearing from our politicians that Americans

are behind on their retirement saving, maintaining
contribution limit levels may seem like a mixed mes-
sage. Employees who are nearing retirement could be
concerned that they will not be able to put aside as
much as they had hoped. For these employees, catch-
up contributions were introduced in 2001 specifically
to fight the concerns that Americans are not saving
enough for retirement.

Designed for employees age 50 or older, catch-up
contributions allow qualified individuals to contrib-
ute an additional $5,500 to a 401 (k) account (both
pre-tax and Roth accounts are eligible) in 2010. To
qualify, you must:

* Beage 50 or older before the end of the year;

* Have already deferred the maximum allowable
amount for the year based on Plan limits or statu-
tory limits.

With catch-up contributions, the maximum allow-
able yearly contributions is $22,000.

Update

Employee Benefit News for the Cooperative Industry

page 2

An additional limit for Co-op 401(k)
Plan sponsors

An additional limit applies to participants in the Co-
op 401(k) Plan specifically. A participant can contrib-
ute a maximum of 50% of compensation to the Plan.
Thus, under the Co-op 401(k) Plan, an employee
earning $30,000 per year may not contribute more

than $15,000 regardless of IRS limits.

v bttp:/imoneyfeatures.blogs.money.cnn.com/2009/08/27 frule-may-
mandate-lower-401 k-contributions-in-2010/

No COLA for Social Security

Because of low inflation, Social Security
beneficiaries will not receive a cost-of-living increase
for the first time since 1975. For 2010, the Social
Security taxable wage base remains at $106,800.

By law, Social Security Benefits cannot decrease.

The Normal Retirement Age is the age where Social
Security Benefits are neither reduced for early retire-
ment nor increased for delayed retirement.

In calendar years prior to attaining normal retire-
ment age, the SSA can withhold benefits based on
earnings for people who retire prior to their Normal
Retirement Age (shown below).

Year of Birth Normal Retirement Age

1937 & prior 65

1938 65 & 2 months
1939 65 & 4 months
1940 65 & 6 months
1941 65 & 8 months
1942 65 & 10 months
1943-1954 66

1955 66 & 2 months
1956 66 & 4 months
1957 66 & 6 months
1958 66 & 8 months
1959 66 & 10 months
1960 & later 67
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Please join Milliman in reducing paper usage by having Update sent to your cooperative electronically.

In the near future, the Co-op 401 (k) Plan will begin sending e-mails with a link to your monthly issue of

Update online at www.coop401kplan.com.

To join the Update e-mailing list, please send an e-mail to coop401kplaninfo@milliman.com

Subject Line: Update Mailing List

Be sure to include your name, e-mail address, and the name of your business.

You can always visit www.coop401kplan.com to revisit prior issues of Update or for more information

regarding the Plan. Thank you for helping us Go Green!

PlanBiTs
Milliman Holiday Schedule

Milliman’s Minneapolis office will be closed for busi-
ness on November 26-27, 2009 and on December
24-25, 2009.

New Board Member

Bruce Clark, General Manager of Mountain View
Co-op in Black Eagle, Montana, was recently elected
to serve on the Co-op 401 (k) Plan Fiduciary Board
as the District 6 (Western US) representative. Bruce
will attend the December Board Meeting along with
the current Board members. If you have comments,
concerns, or questions for the Board please contact
your representative prior to the December 10-11
meeting.

Schedule Participant Meetings

December is often a slower month for cooperatives,
providing a good chance for General Managers to

schedule participant meetings on the Co-op 401 (k)
Plan. To bring a Milliman Regional Client Service
Manager to your cooperative for educational meet-

ings, call 800.652.6675, option 2.

Update
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