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401(k) plans remain feasible in rough economy

Amidst a struggling world economy, criticisms of the
American financial systems have been levied at Wall
Street banks, corporations, government officials, con-
sumers, and the defined contribution system of retire-
ment planning.

Since the inception of 401 (k) Plans in

Is the system really the problem?

The decline 401 (k) account balances in 2008 was not
caused by a fundamental defect in the defined contri-
bution retirement plan approach, but by a failure in
the operation of capital markets, according to Profit

Sharing/401k Council of Amer-

1981, defined contribution plans that
allow employees to defer portions of
their salary into retirement savings ac-
counts have grown in popularity to the
point that company sponsored 401 (k)
Plans are the most widely used form of
retirement planning. With a strug-
gling economy and employees across
the country worried about their ability
to retire, defined contribution plans

“401 (k) participants will be
able to move confidently
forward knowing that
investing for the long term
continues to be the right
thing to do”

ica (PSCA), a nonprofit associa-
tion of retirement plan sponsors.

“It is hardly surprising that
401(k) plans did not escape a
collapse that has stricken almost
every financial system or arrange-
ment in the world,” David Wray,
the PSCA president, told Society

-David Wray
for Human Resource Manage-

have been a popular target for critics.

Criticism

In an October 2008 testimony before Congress, Te-
resa Ghilarducci, director of the Schwartz Center for
Economic Policy Analysis at the New School for Social
Research and University of Notre Dame economics
professor, proposed substantial cut-backs of tax-breaks
associated with 401(k) accounts. In the place of
401(k)’s, Ghilarducci promoted a plan for employees to
pay into a government-managed fund that would offer
a guaranteed monthly pension at retirement.

She went on say, “The sooner we admit that our 30-
year experiment with 401(k) accounts has failed, the
sooner we can use these precious government subsidies
efficiently and equitably.”

www.coop401kplan.com
800.652.6675

L) Milliman

ment (SHRM)'.

“Many who invested in equity mutual funds saw a
similar reduction in value, yet there is no clamoring
for a wholesale revision of the mutual fund system,” he
added. “Everyone gets soaked in a cloudburst, regard-
less of the kind of shirt they wear. Policymakers should
direct their efforts to ensuring that a similar market
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collapse never happens again.”

To restore confidence in financial markets for retire-
ment savings, PSCA recommends penalizing poor
decision-making by financial services professionals and
prosecuting those who have acted improperly to the
full extent of the law. Then Wray believes, “401 (k)
participants, as well as all other investors, will be able
to move confidently forward knowing that saving and
investing for the long term continues to be the right

thing to do.”
The PSCA admonished Ghilarducci’s claims for, “dis-

tracting the public from the real reasons and the real
culprits for the current market collapse by attacking the
401(k) system is harmful misdirection and must stop.”

Evidence supports 401(k)s

A new paper published by The Pension Research
Council at The Wharton School/University of Pennsyl-
vania, “Can 401 (k) Plans Provide Adequate Retirement
Resources?”* provides empirical evidence that supports
the defined contribution system. The Wharton re-
searchers conclude that yes, 401 (k) plans can adequate-
ly provide for retirement as long as participants don’t
make reckless choices.

The paper shows that:

e Moderate 401 (k) contribution rates can lead to
adequate income replacement rates in retirement
for many workers.

*  Adequate asset accumulation can be achieved using
only a 401(k) plan.

* Results do not rely on earning an investment pre-
mium on risky assets.

Researchers used “Monte Carlo” simulation techniques
that have become a mainstay of long-term personal
financial planning.

1: htp:/fwww.shrm.orglrewards/news_published/ CMS_027560.asp
2: hep:llpapers.ssrn.com/sol3/papers.cfm?abstract_id=1317904
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Milliman to debut new
recordkeeping system

Plan Sponsors, watch your mail for important informa-
tion regarding new technology! Milliman is upgrading
our defined contribution recordkeeping platform, and
we're happy to report that the transition project plan is
on track.

In mid-February, Milliman will begin providing Hu-
man Resources Information System (HRIS) reports to
you via e-mail. These reports will show contribution rate
changes, new loans, loan payoffs, hardship suspension
periods, and other payroll updates related to the Co-op
401(k) Plan.

After your migration, millimanonline.com will become
MillimanBenefits.com.

As a Plan Sponsor, you will receive a new user ID and
password for www.MillimanBenefits.com, but partici-
pant passwords will remain the same.

Participants who go to millimanonline.com will be auto-
matically directed to the new MillimanBenefits.com.

All web documents will be updated with the new web-
site information, and all enrollment materials for newly
eligible employees will be updated with the new website.

Confirmations and communications to employees will
be issued electronically if an e-mail address is on file
with Milliman. The employee will have the option to
receive paper if desired.

The mailing includes a copy of the Participant Guide,
which will be mailed to your employees, and the Plan
Sponsor Guide. Each provides an overview of the web-
sites, Participant and Sponsor sites.

We are excited and pleased about the new system and
the features and advantages we all — you, your partici-
pants and Milliman — will enjoy under the new environ-
ment. If you have any questions, we are here to assist
you; please don't hesitate to call 800.652.6675.

Next issue of Update will contain a more detailed over-
view of the new website!
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Introducing Your Client Service Manager

Zach Johnston
5227 South Harvard Ave
Apt. G
Tulsa, OK 74135
918.408.2435

zachary.johnston@milliman.com

Milliman is happy to welcome Zach Johnston to our service team. Zach is a former CENEX employee based
in Tulsa, Oklahoma who will be making on-site visits to cooperatives in Arkansas, Louisiana, Mississippi, Okla-
homa and Texas. Be sure to call Zach to schedule employee educational meetings to help your employees get the

most from your Plan.

PlanBITs
Submit payroll via ACH

Milliman is encouraging Plan Sponsors to adopt
ACH for transactions.

ACH (Automated Clearing House) is similar to an
electronic check and is commonly used for direct de-
posit and online bill-pay transactions. Milliman uses
ACH to streamline the contribution process. Instead
of writing a check to Schwab, filling out a coupon,
and mailing every month, your participants’ contri-
butions are processed automatically. That means less
time, less paper, less postage for your cooperative.

To start using ACH, call Milliman at 800.652.6675

to request the paperwork. After enrolling in the pro-
gram, just continue sending your reports and contri-
butions will be handled automatically! Contributions
made by ACH take only 2-3 days for processing.

All ACH transactions are secure, and Milliman
provides this service without additional cost to the

cooperative.
Is your e-mail on file with Milliman?

Electronic communications will become more promi-
nent with Milliman’s migration to a new recordkeep-
ing system. We are encouraging Plan Sponsors to
keep their e-mail addresses on file with us.

Please call 800.652.6675 to add your contact infor-
mation to our database.
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