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JRN Benefits, Inc. Market Summary: Markets Edge Lower Over The First Quarter

Most major market asset classes experienced modest declines over the first quarter of 2005. Negative returns
were experienced in both equities and bonds, with only a few notable exceptions. The riskiest asset classes
generally experienced the worst declines, with the exception being International equities. International equities,
as measured by the MSCI EAFE Index, lost only 0.8% over the quarter, compared to a negative 2.4% for U.S.
equities (Wilshire 5000). Emerging Market equities surprised many investors by posting small positive returns
over the period, making it one of the few bright spots in the global marketplace.

As rising interest rates hampered market performance across the globe, the declining U.S. dollar and surging oil
prices were likely the primary factors for the divergence of U.S. and International market performance over the
first quarter. Due to the currency effect alone, U.S. investors have recently posted better returns in international
investments due to the decline of the U.S. dollar relative to other foreign currencies. However, the added
currency effect is not without additional risk. Any increase in the value of the U.S. dollar has the opposite effect
of reducing a U.S.-based investor’s return in overseas investments. [Complete report and disclosures attached]

“Match” Statistics Revealed
Offering a company match is a good way to boost participation and help your employees reach their savings
goals. According to the Profit Sharing/401(k) Council of America:

e The average company match is $0.59 cents per dollar, with an average cap of 5.4% on the matching
percentage.

e The average match varies based on industry — on the low end are wholesale and retail trade companies
with an average match of $0.48 cents per dollar, while at the high end are financial services companies
with an average match of $0.64 cents per dollar.

o 59.7% of company matching contributions are made on a payroll period basis, rather than at the end of
the year.

e 33.7% of plans have an explicit, fixed match; and the most common fixed matching formula is $0.50
cents per dollar, up to the first 6% of pay.

If you have questions about adding a match feature to your plan or re-adjusting your current match formula,
please contact your plan consultant or email 401khelp@jrnbenefits.com.

Are You Ready For An Audit?

Several events can trigger an audit, such as employee complaints or annual Form 5500. Often times however,
an audit is a random event, which is why you should always be prepared! Listed below are several key items
typically requested in an initial letter sent by the IRS or the DOL in connection with a 401(k) plan audit. These
items should be readily accessible by the plan administrator at all times:

Plan document and all amendments

Summary plan description

Investment policy statement

Copy of the most recent determination letter

Copies of Forms 5500 and 5500-C

Plan’s correspondence files (including meeting minutes)

Plan’s investment analyses

ADP and ACP testing results

Most recent account statements for participants and beneficiaries
Contribution summary reports (i.e., evidence of receipt of these monies by the plan's trust)
Loan application, amortization/repayment schedule (for all loans)

If you have questions about preparing for an audit, or need plan design review assistance, please contact your
plan consultant or email 401khelp@jrnbenefits.com.
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A “Balanced” Approach To Default Investments

Not long ago nearly all 401(k) plans’ investment choice for the default account (e.g., that account which receives
deposits when no clear investment direction from a participant is received by the recordkeeper) was the money
market account. This default account also looms large in plans that adopt an Automatic Enroliment plan design
feature, which is becoming increasingly more popular. Current conventional wisdom is however, that money
market accounts and stable value accounts may not be the most appropriate choice from a fiduciary
perspective. This is mostly due to the fact that the default account does not carry the protection which may
otherwise be available under ERISA Section 404(c) regulations. Today, the opinion is that “balanced funds” and
asset allocation models (generally referred to as Lifestyle funds) may be a more appropriate choice as a default
account recipient. For example, Lifestyle funds take into account the participant’s expected retirement date or
age, which will better allow that participant to achieve his or her retirement goals. [Note: This new position on
default investments has received support, although no specific endorsement, from both the IRS and the DOL.]

Remember, the investment of a participant’s account is the responsibility of the plan committee unless the
participant directs the investment of his or her account and the plan complies with ERISA Section 404(c). For
more information about your plan’s current default investment and how it relates to your fiduciary responsibility,
please contact your plan consultant or email 401khelp@jrnbenefits.com.

Communication Corner: 401(k) Plan Basics
This month’s sample employee communication piece outlines 401(k) basics to help put your timid employees at
ease. Please email 401khelp@jrnbenefits.com for a copy that you can print and distribute to employees.

"Retirement Report" is published once a month by JRN Benefits, Inc. To remove yourself from this list, or to add a colleague, please email us at
401khelp@jrnbenefits.com. Securities offered through Financial Telesis, Inc. Financial Telesis is not an affiliate of JRN Benefits, Inc. This material is intended for
informational purposes only and should not be construed as legal advice.
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JRN Benefits, Inc. Special Commentary: SEC Probes Pension Consultant Practices

The Securities and Exchange Commission (SEC) recently released a report regarding the compensation-related
business practices of 401(k) consulting firms and “independence of the advice” these firms provide. JRN
Benefits, Inc. believes that the SEC’s report will result in widespread benefits for 401(k) plan sponsors,
participants and the entire industry in general!

The report focuses on compensation practices of 401(k) plan consultants that are at best misleading, and at
worst, prohibited by ERISA or other regulations. 401(k) plan consultants can avoid almost all of the egregious
compensation practices identified by the SEC by adhering to the following rules:

1. Define the type and amount of compensation that will be paid to the plan consultant, including
registered investment advisory fees, commissions, bonuses, overrides and TPA reimbursements;

2. Disclose all forms of applicable commissions or fees;

3. Disclose and avoid all conflicts of interest;

4. Base 401(k) provider recommendations on a complete analysis of administration, recordkeeping, plan
compliance services, investment management, employee communications, and hard/soft dollar costs;
and

5. Include in all 401(k) proposals and documentation the commissions that will be paid to the consultant at
no additional cost. Compensation paid to the plan consultant should not increase the cost of the
proposal beyond what was presented to the plan sponsor.

JRN Benefits, Inc. follows all of the above business practices and more, including:

1. Annual compensation disclosure sent to all clients;

2. Retainer or Investment Advisory Agreement provided for all clients defining the scope of our services;

3. Comprehensive RFP and Benchmarking of 401(k) plan services, costs and investment management
services; and

JRN Benefits, Inc. is focused on disclosures, agreements and procedures that define retirement plan consulting
industry Best Practices. We will continue to deliver industry-leading services that fulfill our mission of reducing
your exposure to fiduciary liability, while enhancing investment opportunities. If you have questions or comments
on this topic, please contact Devyn Seegers at JRN Benefits, Inc. or email dis@jrnbenefits.com.

Mandatory Rollover Of Small Amount Distributions: Is Your Plan Ready?

By now, plan sponsors should have made their decision about how they will be satisfying the now-finalized rule
under the Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) that states employers can no
longer automatically cash out former employees accounts containing assets between $1,000 and $5,000 in
which the participant does not choose a distribution method. Part of the reason EGTRRA allows for these direct
rollovers to an Individual Retirement Account (IRA) is to conserve retirement savings, since so many
participants simply ‘cash out’ of a 401(k) plan when changing jobs, rather than transitioning that money to
another savings vehicle. If you are still unsure of what action your plan must take to satisfy the new rule, please
contact Devyn Seegers or email dis@jrnbenefits.com. [Note: The IRS reminds plan administrators that
amendments to comply with new automatic rollover rules must be adopted by the end of the first plan year on or
after March 28, 2005].

-over-
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Revised Voluntary Fiduciary Correction Program Includes Online Calculator

The Voluntary Fiduciary Correction Program (VFCP) is designed to encourage employers to voluntarily comply
with ERISA by self-correcting certain violations of the law. Last month the Employee Benefits Security
Administration (EBSA) announced a revised VFCP to assist plan sponsors with calculating the correction
amount, and an easy-to-complete application form which summarizes the violation and documents the
corrective action. While these steps were always required, the program now provides an Online Calculator to
better assist applicants in calculating Correction Amounts owed to benefit plans. [Visit www.dol.gov/ebsa for
more information.]

As your consultant, JRN Benefits, Inc. is available to discuss with you any perceived plan violation and to assist
you in determining if the VFCP is the appropriate course of action to insure regulatory and plan compliance.

Too Many Choices May Overwhelm Participants

According to a recent study by Columbia University, the more investment options offered in an employer-
sponsored retirement plan, the less likely employees were to sign up for the plan. The reason? Too much choice
can lead to choice overload and paralysis, which leaves plan sponsors with a dilemma: how to cater to the
investment aficionado as well as the unsophisticated employee. To combat the issue some employers have
begun to offer Lifecycle funds, which offer one-stop shopping by combining a broad array of stocks and bonds in
a single portfolio. Another trend is to automatically enroll employees in the plan but change the default option
from the usual money market or stable value fund to the Lifecycle fund. This way, confused investors are more
likely to contribute to the plan—and end up with a well diversified portfolio to boot. [Note: The Profit
Sharing/401(k) Council of America reports the average employer-sponsored retirement plan offered 17
investment options in 2003, up from 10 options in 1998.]

While JRN Benefits, Inc. does not feel there to be any “right” or “wrong” number, we do believe in offering a
focused menu that includes managed (or diversified) fund options. We also recommend ongoing investment
reviews and investment education meetings to foster employee understanding and participation. Contact Devyn
Seegers or email dis@jrnbenefits.com for more information on these services.

Communication Corner: Spring Cleaning For Your 401(k)

This month’s sample employee communication piece encourages participants to conduct an annual review of
their 401(k) plan to make sure savings are in good order. Email dis@jrnbenefits.com for a copy you can print
and distribute to employees.

"Retirement Report" is published once a month by JRN Benefits, Inc.. To remove yourself from this list, or to add a colleague, please email us at
dis@jrnbenefits.com or call (805) 563-5300 with questions or comments. Securities offered through Financial Telesis, Inc. Financial Telesis is not an affiliate of
JRN Benefits, Inc.. This material is intended for informational purposes only and should not be construed as legal advice and is not intended to replace the
advice of a qualified attorney, tax adviser, investment professional or insurance agent. "Specializing in Workplace Financial Solutions since 1982" (c) 2005. JRN
Benefits, Inc., Inc. All rights reserved. 050526
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JRN Benefits, Inc. Special Feature: Managed Accounts — Apples and Oranges

As managed accounts continue to gain popularity with plan participants and sponsors alike, consultants have
been challenged with how to best measure these “all-in-one” funds. Unlike a fund investing in a specific asset
class, managed accounts invest in multiple asset classes, and generally in different proportions. Even more
challenging is the fact that there are no standardized benchmarks or well-defined peer groups; consequently,
financial advisors and consultants who try to use traditional measures are likely to end up with flawed
recommendations and conclusions.

Our approach in evaluating managed accounts encompasses monitoring absolute risk levels and performance
relative to custom style benchmarks. Style benchmarks are independently created to measure over/under
performance as well as the fund’s implied style exposures (as they vary from fund to fund and from vendor to
vendor). In most cases, the managed accounts perform and behave in-line with our expectations.

The good news is that not only are managed accounts appropriate 401(k) plan options, but they are excellent
investment solutions for the average plan participant. While some managed accounts may outperform more (on
average) than others, the most important benefits of these funds is in their asset allocation among the many
different asset classes. Their objective is to reduce volatility (risk) while maximizing return at a given risk level.
As the average participant has demonstrated his or her inability to outperform even inflation over the long-term,
managed portfolios are built to do just that, and more. For more information please contact us
401khelp@jrnbenefits.com.

Getting A Handle On Hidden 401(k) Fees

As a decision-maker and fiduciary for your plan, you know that you are required to monitor plan fees, but have
you attempted to uncover the “hidden” fees associated with your plan? What you find might surprise you! Some
questions to ask can include the following: 1) What “class” of shares is held by my plan and what are their
expenses? 2) Are shareholder servicing or sub-transfer agent fees being paid by the investment funds held by
my plan? 3) Are 12b-1 fees being paid by the “class” of shares held by the plan and if so, who is getting them?
4) Which fees and expenses are charged directly to the plan and which are imbedded in the expense ratio of the
fund? 5) Do any of our plan investment options have charges for early termination of our relationship with an
investment option? For more on plan fees and expenses please contact us at 401khelp@jrnbenefits.com.

Plan Loans No Longer Dischargeable In Bankruptcy

On April 20, President Bush signed the Bankruptcy Abuse Prevention and Consumer Protection Act of 2005 into
law. Administrators of 401(k) and other plans have become accustomed to receiving orders from bankruptcy
trustees to discontinue withholding plan loan repayments from the paychecks of participants who have filed
bankruptcy. Bankruptcy courts would often attempt to discharge the entire loan in the bankruptcy proceeding,
causing conflicts with the provisions of the Internal Revenue Code that prohibit in-service distributions from
401(k) and other retirement plans. The new law provides that the automatic stay does not apply to participant
loan repayments, and that most plan loans are no longer dischargeable in bankruptcy. Bottom line: plan
administrators should generally be able to administer loans for participants who have filed bankruptcy the same
as they do for all other plan participants.

-over-
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Considering A Safe Harbor 401(k) Plan

Adopting a safe-harbor 401(k) plan design permits an employer to avoid discrimination testing which compares
the average employee contributions from the non-highly compensated group (NHCE) to the average
contributions from the highly compensated group (HCE). When an employer makes a “safe harbor” contribution,
the test is no longer required and HCEs can defer the maximum amount allowed by their plan without receiving
a refund check at the end of the year. General guidelines include the following:

e All safe harbor contributions are 100% vested

e Allocation requirements may not be imposed on safe harbor contributions (e.g., 1,000-hour service
requirement or a last day employment rule)

e Safe harbor contributions may be used toward satisfying the top-heavy plan minimum contribution
requirement

There are two types of safe harbor contributions: the Nonelective Contribution (which is 3% or more of
compensation) or the Matching Contribution (which can adopt a basic or enhanced match formula). Safe harbor
plans may only be adopted at the beginning of the plan year and a 30 day notice must be given to employees.
To learn if a safe harbor feature is appropriate for your plan, contact us at 401khelp@jrnbenefits.com.

Form 5500: Just What Is It Anyway?

If your company has a retirement plan, then chances are your plan is required to file an annual Form 5500. The
Form 5500 is an informational return that is sent to the Employee Benefits Security Administration (EBSA —
Department of Labor Processing Division) and reports financial information for your retirement plan for the year.
Since it is an informational return, there are no taxes due. The good news is that most retirement plan vendors
(such as yours!) provide you with a signature-ready 5500 for you to sign and send directly to EBSA. If your plan
is on a calendar year-end (ending 12/31) your Form 5500 must be postmarked no later than July 31,
2005. You may file an extension of the return using the Form 5558 (which extends the filing date to October 15).
However, if you file the extension, it also must be postmarked no later than July 31. Check with us if you have
not received your 5500 or an extension to defer the filing date to October.

Fiduciaries, Follow Your Plan Document!

One responsibility which is prominently mentioned in ERISA Section 404(a) but does not often receive much
coverage is the requirement to follow the provisions in the Plan Document as you administer your plan.

This may sound like common sense, but not every plan sponsor realizes that not following these provisions is
considered a breach of fiduciary duty. An example of this is the admission of a newly hired executive-level
employee to the plan prior to his/her official eligibility (i.e., waiving the service requirement). Appropriately
applying procedures pertaining to loans (if any) and hardship withdrawals are other examples of areas where
exercising discretion can become problematic. In the end, it is important that those who have authority to make
administrative decisions are aware of the seriousness of their responsibilities and its impact on other fiduciaries.
For further guidance on this topic please contact us at 401khelp@jrnbenefits.com.

Communication Corner: Dollar Cost Averaging

This month’s sample employee communication piece discusses how one technique, dollar cost averaging, offers
investors a smart and savvy way to weather market swings. Email 401khelp@jrnbenefits.com for a copy you

can print and distribute to employees.

"Retirement Report" is published once a month by JRN Benefits, Inc. To remove yourself from this list, or to add a colleague, please email us at
401khelp@jrnbenefits.com or call (805) 563-5300 x 14 with questions or comments. Securities offered through Financial Telesis, Inc. Financial Telesis is not an
affiliate of JRN Benefits, Inc. This material is intended for informational purposes only and should not be construed as legal advice and is not intended to replace
the advice of a qualified attorney, tax adviser, investment professional or insurance agent. (c) 2005. JRN Benefits, Inc. All rights reserved. 050630
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Q2 Global Market Overview: Markets “Hold Steady” Despite Investor Worries

U.S. markets recovered over the second quarter, finishing at levels from where they started at the beginning of
the year. U.S. equities posted a gain of 2.2% (Russell 3000), and U.S. fixed income a gain of 3.0% (LB
Aggregate). International equities, however, were negative over the quarter. The poor performance was, in part,
attributable to the increasing U.S. dollar, which appreciated against many foreign currencies including the widely
held Euro. International equities, as measured by the MSCI EAFE Index, lost 0.8% over the quarter. Bond yields
continued to remain at low historic levels, showing no signs of pressure from the Federal Reserve’s policy of
increasing rates. 10-year treasury bond yields remained in the 4% range.

All eyes were on the Federal Reserve over the second quarter amid a slowing economy and a flattening yield
curve. The prospect of a continued rising rate environment played heavy on investors, who were looking for
some sign that the Fed was at the end of their tightening cycle. Flat yield curves (i.e., a 2-year bond that yields
as much as a 10-year bond) can be worrisome, as they are possible indicators of trouble in the economy.
Helping to ease fears were the tame inflation numbers that were reported at the end of the quarter. Yield levels,
however, were not the only concerns in the debt markets. Rating company Standard & Poor’s downgraded
General Motors and Ford from investment grade to junk bond status, a move that highlighted the potential credit
quality issues (and subsequent risk) in the debt markets.

Participant Education Key To Success

Studies have shown most companies offer competitive retirement plans and yet a significant number of
employees fail to participate. Why? The top three reasons are: 1) current financial problems, 2) failure to
understand the benefits of contributing, and 3) lack of knowledge on investing. Having an ongoing financial
education program which helps address all of these areas is preferred, as opposed to simply covering the nuts
and bolts of the retirement plan once a year at enroliment meetings. While your program will depend upon given
employee demographics and circumstances, many of our clients have experienced success utilizing the
following strategies: Hosting quarterly investment education meetings; mailing “targeted” retirement savings
projections to non-participating eligibles; and printing and distributing sample memos provided in our monthly
Retirement Report (see Communication Corner). To discuss creating an effective education program for your
plan, please contact Ms. Devyn Seegers at dis@jrnbenefits.com or email 401khelp@jrnbenefits.com.

Recognizing Protected Benefits In a Merger and Acquisition

Corporate mergers and acquisitions are common in today’s business world. Often, both buyer and seller
maintain 401(k) plans. When this occurs, decisions must be made as to the fate of the seller’'s 401(k) plan: 1)
continue to maintain the plan as a separate plan, 2) terminate the plan and distribute the assets or, 3) merge it
into the buyers plan. Factors to consider include the plan sponsor’s objectives, any legal constraints, the costs
of each option, administrative burden, compliance issues, and even employee morale. If the decision is made to
merge the seller’s plan into the buyer’s plan, the decision-makers must identify and “protect” any benefits in the
disappearing plan. More specifically, protected benefits are those which participants have accrued and cannot
be taken away by plan amendment or plan termination. Availability of hardship withdrawals, the right to make
after-tax employee contributions, and the right to direct investments are just a few examples of protected
benefits. For more information please contact us at 401khelp@jrnbenefits.com.

-over-
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How Do Fees Impact Participants’ Return?

Mention of 401(k) plan fees in trade journals and industry magazines seem to be everywhere these days —
particularly how harmful these fees can be to participants’ investment return. While any fee that reduces returns
could be considered harmful to some extent, this typically occurs in smaller plans because 401(k) vendors
require that investment management expenses and administrative fees be deducted from plan assets. Another
reason is simple economics: Fixed expenses (setting up a plan, required IRS compliance, etc.) loom larger
when spread over lower assets and a smaller number of participants. In most instances the employer
contributes considerably to the cost of the plan, and as the plan grows, the participant-borne expenses decrease
to where there is nominal impact on return. Remember that each plan fiduciary has a primary responsibility to
ensure that plan expenses are appropriate and competitive (refer to our June Retirement Report. Getting A
Handle On Hidden 401(k) Fees). For more information please contact us at 401khelp@jrnbenefits.com.

Prohibited Transactions: Fiduciaries Beware ...

Under ERISA, plan sponsors have a legal obligation to act in a manner that is most beneficial to participants.
Stated differently, rather than acting in a manner that is beneficial to shareholders, a plan fiduciary must apply
all of his or her skills and expertise to benefit plan participants; the organization’s interests should be completely
excluded from consideration. If this “Exclusive Benefit Rule” is violated, the proposed transaction becomes a
“Prohibited Transaction.”

Prohibited transactions arise when a party in interest enters into, or benefits from, any transaction involving plan
assets, including a sale, exchange or lease of property, extension of credit, transfer or use of plan assets,
investments in employer securities or employer real estate, in excess of legal limits. Unfortunately, prohibited
transactions are not always immediately recognizable. For example, entering into a lease for building space with
a tenant who happens to be a family member of someone providing services to the pension plan may be a
prohibited transaction. Even though they have been in effect for 30 years, ERISA’s prohibited transaction rules
continue to surprise people because they are “...absolute and unforgiving...and neither logical nor intuitive...”
Should you encounter a situation that creates any doubt as to whether a prohibited transaction exists, please
contact us.

Communication Corner: No More Excuses!
This month’s sample employee communication piece encourages non-participating employees to stop the
excuses and begin contributing toward the 401(k)! Attached is a copy you can print and distribute to employees.

"Retirement Report" is published once a month by JRN Benefits, Inc. To remove yourself from this list, or to add a colleague, please email us at
401khelp@jrnbenefits.com or call (805) 563-5300 x14 with questions or comments. Securities offered through Financial Telesis, Inc. Financial Telesis is not an
affiliate of JRN Benefits, Inc. This material is intended for informational purposes only and should not be construed as legal advice and is not intended to replace
the advice of a qualified attorney, tax adviser, investment professional or insurance agent. (c) 2005. JRN Benefits, Inc. All rights reserved. 050728



Retirement Report

News and Updates for Plan Sponsors and Fiduciaries of Defined Contribution Plans

Volume III, Number VIII JRN Benefits, Inc. August 2005

September 6" Is National 401(k) Day

With personal savings rates at or near zero percent, achieving a financially secure retirement may seem like a
job for a super hero. Just in the nick of time, the Profit Sharing Council of America (PSCA) is introducing
“Captain 401(k)” to empower savers across the nation to create their own Super Retirement — the theme of this
year’s national 401(k) Day celebration. As retirement follows work, this year’s 401(k) Day is Tuesday,
September 6" (the day after Labor Day). “401(k) Day gives employers an opportunity to draw attention to the
benefits of participating in worksite retirement plans and hopefully spark employees into increasing their
savings,” said David Wray, PSCA president. Plan sponsors can learn more about 401(k) Day on PSCA’s special
401(k) Day Web site, www.401kday.org. Here you will also find complimentary interactive and print 401(k)
participant education tools, such as posters, payroll stuffers, crossword and word-find puzzles and more. [See
the attached sample we’ve selected from the 401(k) Day website, ready for you to download and distribute to
employees!]

Communicating Redemption Fees To Plan Participants

The imposition of redemption fees (i.e., the fees charged by fund companies to investors for moving money in
and out of a fund) is increasing thanks mostly to fallout from last year’'s market timing investigations.
Participants, who already struggle to understand the mechanics of investing for their future, are now challenged
to understand the complexities of short term trading and fee assessments. Likewise, plan sponsors are
challenged with how to explain such charges to participants.

Typically, mutual funds impose a short-term redemption fee for shares sold which are held for less than the
specified holding period. The fee might range from 1% - 2% and is assessed on sell transactions for shares held
less than 30 — 90 days, depending on the fund. The redemption fee, which is automatically deducted from the
participant’s account, does not go back to the fund company but rather to the fund itself to help offset trading
costs and protect long-term shareholders. To determine which funds hold a short-term redemption fee,
participants should be referred to the fund’s prospectus. Plan sponsors should also make sure their plan
documents and summary plan descriptions are reviewed and that redemption fees are explained herein. Chaos
aside, the implementation of these new procedures is for the protection of all participants—the Securities and
Exchange Commission (SEC) views market timing as disruptive to the fund because it may dilute returns for the
long-term investors. Communicating this to employees is important to not only dissuade confusion but also
promote smart investing practices. If you have questions or comments on this topic, please contact us at
401khelp@jrnbenefits.com .

Top Heavy “Quick Take”

A plan is considered to be top-heavy when the present value of accrued benefits for key employees is more
than 60% of the present value of accrued benefits for all employees in the required aggregation group. In a
defined contribution plan, accrued benefits are the fair market value of an employee’s account balance including
any distributions made during the determination period. In general, plans with less than 25 participants are most
likely to become top heavy; plans with 25 to 50 participants are less likely to become top heavy; while plans with
50 to 100 participants are even less likely to become top heavy. Plans with over 100 participants are least likely
to be top heavy, but it can still happen. If a plan becomes top heavy it is required to provide a minimum
contribution to all non-key employees. The minimum contribution amount is based on how much key employees
have contributed to the plan—out of their own salary or in the form of employer contributions. A safe harbor plan
is considered exempt from the top-heavy rules, which makes them an ideal plan design option for smaller plans
who continually fail testing. Contact us at 401khelp@jrnbenefits.com for more information on this topic.

-over-
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Establishing Your 401(k) Investment Committee

In today’s litigious society there is an increasing need for employers to be more involved in the implementation
and ongoing support of their 401(k) plans and investments. To help insulate your company from participant
complaints and even litigation, we recommend that plan sponsors establish a formal 401(k) Investment
Committee. The typical Committee is comprised of senior executives from Finance, Operations and HR
departments, and consists of up to five or seven members. The Committee should meet two to four times
annually to discuss issues concerning the 401(k) plan’s investment review, participant education and
communication needs, trends and legislation, cost evaluations, plan provisions and more. Each member should
thoroughly understand his or her fiduciary responsibilities in this capacity, as well as the corporate and personal
liability associated with such a role. As your consultant we are prepared to assist in the development and
ongoing participation of your 401(k) Committee; call us at 805-563-5300 or email 401khelp@jrnbenefits.com .

Communication Corner: Test Your Fiscal Fitness!

This month’s sample employee memo is compliments of the Profit Sharing Council of America’s 401(k) Day
Campaign (www.401kday.org). A True/False quiz reinforces that nothing can substitute for careful planning well
in advance of your retirement. Email 401khelp@jrnbenefits.com for assistance.

"Retirement Report" is published once a month by JRN Benefits, Inc. To remove yourself from this list, or to add a colleague, please email us at
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Institutional vs. Retail Practices: It’'s How You Play The Game That Counts

In our practice we take an “institutional approach” to investment consulting. The contrast to this is referred to as
a “retail approach” whereby someone is selling a product such as a particular fund family, vendor or investment
platform. While this approach may be fine for individual investors, it falls short of satisfying the fiduciary
requirement to measure and document the investment process.

Most notably the institutional approach is process-driven rather than product-driven. The Investment Committee,
comprised of fiduciaries, is responsible for the investment decisions made on behalf of their plan’s participants.
These fiduciaries are held responsible for the decision-making process they follow rather than the results any
one investment achieves. Stated differently, it's not whether you win or lose, it's how you play the game that
counts. It is most important to construct and follow a well designed process of managing the investment menu
as opposed to picking the highest returning fund. Although the underlying goal of enhancing participant’s returns
is consistent in both approaches, there are obvious (and substantial) differences. The fiduciary that implements
and diligently follows processes that are based on best practice standards can have a greater expectation of
more positive long term results.

For more information on our due diligence process and the many resources and tools available to you, please
contact us at 401khelp@jrnbenefits.com.

Market Commentary: Hurricanes Katrina and Rita

As the full impact from Hurricane Katrina remains to be seen, estimates put the damage at well over $100
billion. Fortunately, Rita’s wrath is likely to be much less. Of great concern though is the combined effect of the
hurricanes on some of the Gulf Coast’s main refineries, which could potentially drive already high energy prices
higher. In light of all this, capital markets have held up reasonably well. Recent forecasts are calling for GDP
growth to slip in the third and fourth quarter of 2005, by an average of 0.5% (to approximately 3-3.5%).
Forecasts, however, anticipate GDP growth increasing in 2006, as the rebuilding process in the Gulf area
begins to take shape. The positive effects from rebuilding are expected to outweigh any of the resulting negative
effects from the hurricanes. Additionally, the Federal Reserve stated at their September 20" meeting that they
felt Katrina did not post a “more persistent threat” to the economy, continuing to raise their target rate by a
measured 25 basis points, to 3.75%. Their views appeared in-line with the consensus in the marketplace, being
that inflation is seen as a greater risk than a possible slow-down in the economy.

Can Automatic Increases Help Your Participants Save More For Retirement?

With debt, procrastination, and lack of motivation as the main culprits for low saving, the majority of workers
freely admit they know they need to save more yet fail to increase their contribution amount. One way to combat
this inertia is to implement automatic contribution increases. “Save More Tomorrow” plans, originally architected
by behavioral professors Shlomo Benartzi (UCLA) and Richard Thaler (University of Chicago), are gaining
steady momentum for plan sponsors hoping to increase not just participation but participants’ contribution
amount. Here’s how it works: the plan sponsor picks a specific time of year, such as when pay raises are given,
and then automatically increases the participant’s contribution amount by 1% to 3%, unless they sign an election
form to choose the same or different rate to be held out of their paycheck.

Similar to automatic enrollment, these “SMarT” plans are intended to help those employees who would like to
save more but lack the willpower to act on their desire. Simultaneously, it fights the perceived loss aversion of a
cut in take-home pay. To find out if automatic increases can be implemented for your plan, please contact us at
401khelp@jrnbenefits.com for more information.
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