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Broaster Company 401(k) Profit Sharing Plan
July, 2006
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Ken Matson, Managing Director

Compensation & Capital Incorporated

This presentation introduces the new investing structure for the 401(k) Profit Sharing Plan. Our session today 
focuses on the why’s, when’s, and how’s of the transition from your Plan’s current investment alternatives, 
SunAmerica Mutual funds through Trusource third- party administration, into the alternatives that will be 
available beginning approximately August 7, 2006. But a few introductory remarks will help you put a 
foundation under the information I am about to deliver to you today.
My Firm, Compensation & Capital (C&C), is a Third- Party Plan Administrator of Profit Sharing, 401(k)’s and 
ESOP’s. We are also a joint venture partner in an SEC Registered Investment Advisor based in Evanston, 
Illinois by the name of Investment Consultants (IC). Together, we provide our client’s Plan participants with 
independent and objective investment and administrative services that are 100% free of selection bias since we 
accept NO fees from the investment products we propose to our Plans.
With the Plan restructuring, our C&C / IC cooperative engagement with Broaster Company will include 
investment selection, monitoring, and participant education and communication as well as comprehensive role 
in the Plan’s administrative services through a custom- built website dedicated to the Broaster Company 401(k) 
Profit Sharing Plan.
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What’s Driving YOUR Financial Advisor?

Who pays them?
How are they paid?
Are they independent and objective?
Are they technically competent?
Do you fit into their business model?
Do they fit into your investing style?
Continuity of relationship?
Recommendations versus discretion?

Your Go-To Guy 
for the Broaster

401(k) PS Plan

But before you open your hearts,  minds, and wallets to anyone professing interest in your financial life, be sure 
you establish his/her motivations:

• How are they being compensated? Commissions? Fees?
• Who pays them? The companies whose financial products you will end up using?
• Whose best interest takes priority in your relationship?
• If the answers to these questions don’t point strongly in your favor, find counsel elsewhere.

As I mentioned before, neither my Firm nor myself will in any way be compensated based upon the decisions 
you make as a result of my counsel through this presentation. We are paid 100% by Broaster Company to help 
you make the best possible decisions about your financial future. That, combined with our personal financial 
and investing expertise, make this presentation about the best of all possible ways for you to expand your 
knowledge of personal financial management.
In short, you will be hard- pressed to find any investment advisory anywhere that is as free of bias as this 
source. And that’s just one of many good reasons why your Plan’s Trustees have engaged us.
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So What’s Ken’s Mission Today?

Understand this meeting’s focus
Is there an expert in the house?

© July, 2006 Compensation & Capital, Chicago

Define the Plan Restructuring
Outline the Timetable
Get you moving in the right direction
Help you define your expectations

So what exactly am I here to accomplish today? 
This session will focus specifically on the upcoming Plan investment alternatives restructuring. There will be 
some references to investment strategies like asset allocation, dollar- cost averaging, auto- rebalancing. But for 
the most part, my objective is to make sure that everyone leaves here understanding what they need to know 
about the last four points on this slide.
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And What’s YOUR Mission Today?
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Define YOUR mission
What do you NEED now?
What will you truly USE?
Define your To-Do List Website

Ops InvestorEducation

With MY mission spelled out, you need to concentrate on YOURS. As I mentioned, many of the concepts 
shown on this slide will surface in my comments. That said, you certainly will NOT need to understand them in 
order to leave here understanding how to participate in the Plan’s new investing venue.
In fact, the only items on this screen that you really need to concentrate on are those identified with green 
arrows. Anything else that goes into your mental “bucket” today, especially concepts with which you are 
unfamiliar, is absolutely not necessary to your objective.
So, please feel free to ask questions regarding anything shown here or anything about retirement investing in 
general. But don’t be afraid if you don’t understand what others are talking about. Your one mission today is to 
understand the new Plan investing structure and understand how to best put it and our integrated resources to 
work for you.
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None             Limited           Good           Extensive

Applicability of the Session by Investing Experience

Guideline Portfolios – Select Funds – Build-Your-Own

Possible Exceptions:
• Participants Engaging an Investment Advisor
• Cost-efficient Select Funds as Core + Outside IRA selections
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One thing is certain, there are a very broad range of investors in this room – extending from many with little or 
no investing knowledge to maybe a few with extensive investing experience, and a whole lot of people in the 
“none” to “limited” group!
If I am to be successful in my limited time today, I must limit my goals to providing everyone with some 
incremental step up in their knowledge base, but concentrate primarily on giving that majority group the biggest 
bang for their time. And by the way, that will be the mission of most all the education sessions we make 
available to Broaster employees.
In other words, we are NOT here to make ALL of you highly educated investors. Instead, we are here to teach 
you how to use the most appropriate combination of the tools available to you through the Broaster Plan to best 
serve your ongoing needs.
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Essentials of Broaster’s Plan Restructuring

© July, 2006 Compensation & Capital, Chicago

OLD NEW
Your Investing Venue then:

10 SunAmerica Funds selected
from 38 SunAmerica Funds

• SunAmerica Is Your Resource for:
Proprietary investment selection
Proprietary ongoing advisory
No financial education

• Trusource is Plan Administrator

• Union Bank of California is Trustee

• $$ Held by Union Bank of California

• Daily Ops by Trusource

• Your Investing Venue now:
12 “All-Star” funds selected from

approx 5,000 fund choices

• Investment Consultants (SEC RIA):
Independent investment selection
Objective ongoing advisory
Customized financial education

• Broaster is Plan Administrator

• Broaster Management is Trustee

• $$ Held by Fiserv Trust Company

• Daily Ops by Compensation & Capital

The most obvious change is the migration from 10 “captive” SunAmerica funds to an independently and 
objectively selected, monitored, and replaced as required set of 12 multi- family funds – what we call the Select 
Funds. These funds are selected from a universe of over 5,000 different mutual funds. They are continually 
monitored for consistent performance relative to their fund category peers, consistent portfolio manager tenure, 
below- average operating fees (that each shareholder pays), and many other sophisticated portfolio 
measurements. We will show you some comparisons of this new “all- Star” line- up with your current 
SunAmerica Funds a few slides down the road.
As important, but less obvious in nature, is the Plan’s migration from a substantially 100% “On- Your- Own” 
environment for investments selection, asset allocation among funds, and education to the providing of 
financial education, fund selection and monitoring, and portfolio guidance on a group basis through employee 
sessions like these, ongoing quarterly memos, and the Plan’s new dedicated website. 
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• Independent, Professional Fund Selection from 5,000+ Funds
• Consistent Superior Performance, Style, Management
• Only funds with Acceptable and Appropriate Risk Levels
• Ongoing Professional Monitoring and Replacement
• 4 Distinct Guideline Portfolios - Easy to ‘Stay With The Program’
• Low Cost Funds – Advisor & Admin Costs Paid by Broaster
• No initial or ongoing fund purchase minimums
• Fund Mixing Direct from Payroll
• Exchanges available daily
• Simple, Quarterly Statements and Newsletter mailed to you
• Daily Account Info at www.PlanSpecs.com/Broaster
• On-Site Education Sessions and Website Updates

Good Stuff
Select Funds InvestmentsSelect Funds Investments
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Once again, pros and cons are definitely in the eyes of the beholder. But from the perspective of enabling the largest number of
Broaster Plan participants to effectively, easily, and understandably determine and execute an appropriate investing strategy for the 
Plan account, it’s difficult to imagine a better alternative than the Select Funds venue.
According to commonly-held wisdom, investment managers agree that the most important contributor to the success of any 
investment plan is the selection of the appropriate allocation of the balances into the major classes of financial securities: that is, fixed 
income instruments like bonds or money markets versus stocks. These two major groups generally respond to economic cycles in 
opposite directions in terms of trends in their market values. Therefore, investors are wise to constitute their long-term portfolios with a 
portion of both bonds and stocks in some pre-determined allocation so as to assume only a measured level of market risk.
To help Broaster Plan participants determine the mix of Select Funds most appropriate to their own individual risk profiles (both from 
emotional and strategic perspectives) Investment Consultants also provides you with four separate Guideline Portfolios representing 
increasing assumptions of market risk. These Guideline Portfolios will be introduced later in the program and are available for review 
on the website. They provide an excellent start for investors looking for direction in their selection of appropriate investments for the 
Plan balances.
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Broaster’s Plan Restructuring – Fund Comparisons
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OLD NEW
Past 5 Year Annualized Total Returns 4.1% 8.8%

Past 5 Year Risk (Volatility or Standard Deviation) 14.8 13.0

Past 5 Year Morningstar Category Percentile Rank 36th 14th

Fund Portfolio Manager Tenure 3.4 yrs 9.3 yrs

Portfolio Turnover Ratio 109% 47%

Recent Operating Expense Ratio 1.8% 0.9%

Important Fund Performance Characteristics

That’s More 
Like It !!

We developed this slide NOT to trash talk your outgoing provider but to make each of you realize the 
opportunity that Broaster’s management is laying at your feet by enhancing the Plan with this investment 
restructuring.
As we mentioned a few slides ago, the Select Funds line- up in place for Broaster represents 12 of the most 
consistently better- performing, well- managed, shareholder friendly funds in the business. The characteristics 
we list on this slide are commonly used criteria for selecting top- quality funds.
Your new Select Funds team shines bright not only in comparison to the SunAmerica Funds your Plan has 
employed for the past years, but relative to at least 75% of all funds available today.
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Thumbnail Restructuring Timetable
July 10 :

Old Plan Structure Black-Out began:  Participant interface Suspended

July 13 :
Education Sessions: Plan Structure Transition & New Structure Investing
www.PlanSpecs.com/broaster web launch – Lots of Info +  Forms
Validate your Plan website account – initialize password
Consider Contribution and Investing decisions – complete proper Form(s)

July 14 :
Education Session:  New Plan Structure Website Training (10:30am)

July 13 thru July 27 :
Complete and submit ALL required Forms – Jeanie Johnson or fax to C&C

August 7 (approx) :
Assets in New Funds and Website posted with your all account info

© July, 2006 Compensation & Capital, Chicago

We have detailed the necessary steps in a timetable to help you organize your thoughts and assure that you 
respond to the requirements appropriately:
The bullets on this slide comprise your “TO- DO” list for the next two weeks. 
The Plan’s new dedicated website rolled out Thursday, July 13th.
To activate your account on the website, simply type the URL shown above into your computer’s browser. Click 
on Participant Login button, enter your broaster.com or personal e- mail address and the last 4 digits of your 
Social Security number. The site will send a temporary password to your applicable e- mail address.
Use that temp password to log back into the site, formalize your password and update your contact info if 
necessary. Then you are ready to gather information about the Plan’s investments, complete and send 
administrative and investing forms to the Plan’s administrator (C&C), and follow your investments after the 
initial funding of the new Select Funds Venue approximately August 7, 2006.
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Log On to www.PlanSpecs.com/Broaster for more info

Your Broaster 401(k) Plan
TO-DO LISTEASY

AS:

Submit Forms (on website or hardcopy) BY JULY 27 !!:
• Current Account Balance - Investments Re-Mix
• Future Contributions Rate or Mix Change Request 
• Enrollment (Only for current NON-contributors)
• Beneficiary Designation

Consider the options – Make Your choice

Review your ‘Reach for the Top’ booklet materials

© July, 2006 Compensation & Capital, Chicago

Here’s your TO- DO List. Each of you will need to determine what you want to do and the steps required to do 
it. There is no one- size- fits- all strategy or process here. And that is both an advantage of the new Plan 
structure and , I suppose, a disadvantage too – at least for those participants who don’t really care to deal with 
these decisions at this time.
Note that July 27th is a crucial deadline if you want your new investment directions and/or contribution rate 
change or start- up to execute as soon as possible.
All forms are available on the website and may completed and submitted there or manually received from 
Jeanie Johnson at Broaster Company, completed and submitted as noted on each Form. Please note that the 
most secure method of Plan forms submission is via the Plan’s website.
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By the way, most of the website is actually available to anyone who wanders upon it; you do not need to 
formally log in to see a wealth of information about the Plan, and investing and saving for retirement in general. 
Here’s the site’s homepage – adorned with Broaster- ware no less!



12

Here is the Participant’s Original Deferral Agreement form. It should be completed by anyone who is eligible but 
NOT CURRENTLY CONTRIBUTING TO THE PLAN who wants to contribute to the Plan from their next 
paycheck following July 27th or any paycheck thereafter.

DO NOT COMPLETE THIS FORM IF YOU ARE CURRENTLY CONTRIBUTING TO THE PLAN – even if you 
wish to change your contribution rate. There is a different form for that request.
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And this is IT!
IF YOU ARE CURRENTLY CONTRIBUTING TO THE PLAN this is the Form to CHANGE your current 
contribution rate and/or investment directions for those contributions and the matching contributions deposited to 
your account by Broaster Company.
Be sure that you submit this form (either via the fax number at the bottom of the form or directly to Jeanie 
Johnson) no later than close of business Thursday, July 27th so that the contributions you make to your account 
after the July 12 payroll (the last one that will go to SunAmerica Funds) will be invested in your selection of the 
new Select Funds alternatives.
Note that if you are making contributions to the Plan now and we do not receive this form from you, your post-
July 12 contributions will be invested only in the Money Market Fund.
Finally, if you are currently contributing to the Plan but want to change the rate that you are contributing, you can 
make that change with this form.
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This Form allows you to direct the investment of your CURRENT PLAN ACCOUNT BALANCE across the new 
Select Funds alternatives.
It too must be submitted by close of business July 27th in order for us to re- mix your SunAmerica Funds Plan 
balance transferred to the new investing structure as soon as possible approximately August 7th (but probably 
sooner.)
Similar to current contribution investment directions per the Form we spoke of on the previous slide, the Form 
MUST BE FILED by anyone who has a current Plan balance. If we do not receive this Form from you before 
the July 27th deadline, we are required to place your SunAmerica account balance in the new Plan structure’s 
Money Market Fund. That allocation will remain in place until we receive one of these Forms from you at some 
time in the future.
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This is the Form that anyone with a Plan account balance or anyone initializing their contributions to the Plan 
must file so that the Plan Administrator knows your wishes for the distribution of your Plan account in the event 
of your death.
Do yourself and your family the favor of keeping this form up to date per your wishes. The Plan Administrator 
cannot comply with those wishes if they don’t have a current Beneficiary Designation on file for you.
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Choosing a Strategy: What Matters?
In theIn the

Driver’sDriver’s
SeatSeat

Just Just 
Along forAlong for
the Ridethe Ride

Your Personal Situation

Appropriate Allocation

Auto-Rebalancing

Dollar Cost Averaging

Long Term Expectations

The World’s Situation

Fear         Greed

Market Timing

Market Timing

Short Term Emotions

vs.vs.
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To find your path to an appropriate investing strategy, you need objective counsel. This session is a step in that direction. It’s 
objective information developed for a broad- based audience. It’s NOT individual advice. But your attention to the concepts 
and your application of the tools to your own personal situation can make that step significant to your financial future.

So what are the tenets of a successful investing strategy?
1. Staying in the drivers seat is absolutely essential. Every successful business person knows that decisions born of emotion 

are doomed to defeat.
2. Know the long term targeted return of your portfolio and NEVER evaluate its progress against anything but that number.
3. Know the appropriate time frame of your portfolio and NEVER evaluate its progress compared to any time frame shorter 

than that.
4. Stick with your contributions schedule through up markets as well as down.
5. Determine a reasonable schedule upon which to re- balance your portfolio back to its pre- determined mix – say, annually 

on your birthday. This helps you buy low and sell high while controlling market risk inherent in your original profile.
6. Alter your savings schedule or your portfolio profile ONLY if your personal situation, that is your long term objective 

changes. This is one of the few systems in which yours is the only situation that matters.
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Risk vs Return -What’s it gonna be?

Relative $$’s 
Accumulated 
from Identical 
Bi – Weekly
Contributions 
over 40 Years

12
10

8
6
4
2
0

40 year Investment

4%  6%  8%  9.5% 11%Target Returns
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Annual return of 8%. Back in the late 90’s, 8% return was considered anemic. Then from 2000 through 2003, 
anyone turning 8% was considered a master investor. That’s why it’s so deceptive to label long term 
investment strategies with “Success” or “Failure” when looking at anything other than very long term time 
frames – like 40 years!
That seems like a long time to invest using the same strategy, right? But actually, anyone starting this process 
in their 20’s will be investing with a time frame more like TWICE that 40 year period. So 40 years is actually 
quite appropriate for the majority of retirement investors.
Retirement portfolios invested for this sort of time frame and employing “moderate risk” investment strategies 
have historically returned around 8% annually. We’ll explain how such a “moderate risk” strategy is structured 
in a moment. For now, lets look at what you get for assuming different risk/return profiles.
The chart shows the relative balances accumulated over forty years of bi- weekly deposits returning the rates 
shown at the top. For example, a portfolio returning 8% annually would accumulate to about 3 times as much 
as one returning 4%. And a portfolio returning 9.5% would accumulate to about 2/5’s more than one returning 
8%.
If you think about it, two- fifths more money for just 1.5% more return is a lot! Why wouldn’t everyone go for the 
9.5% portfolio? Or more?
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How Have You Been Feeling Lately?

[Range of Annual Returns over Average 40 Year Periods]

% 0

+ 20

- 20

+ 40

- 40

+ 60
53

33

4% 5% 7% 9% 11% 12%

Absolute
Targets
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Maybe it’s a lot more complicated to structure a portfolio that could earn 10% annually, on average over 40 
years.
Or maybe those higher returning portfolios are available only to wealthy investors?
No. Neither of these are the reason why most investors never realize these higher returns, or even 8% annually 
over a 40 year time frame.
The main reason for this disconnect from appropriate returns for the portfolio risk accepted is human nature. 
For most investors, when the going gets tough, they get going – OUT.  They bail out of the originally 
determined portfolio or they stop adding to the plan, or both. Remember, in a well- structured saving / investing 
plan, CONSISTENCY is key. The most money is made in down markets.
The chart above shows that for every rolling 40- year time frame from 1919 through 2002, portfolios structured 
to get annual absolute targets shown at the bottom have an equal probability of returning any annual return in 
the range shown in the bar above that target rate. For example, an investor with a portfolio targeted to return 
12% should expect equal probability of anything between a 33% loss and a 53% gain in any single year.
As the target is reduced, the probable range decreases and is thereby MUCH easier to stick with through the 
nasty down years.
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It’s All About Time !

Cautious

Aggressive

Risk
Profiles

1-3 3-8 8-15 15+
‘Time Horizon’ = Years Before You Spend

Moderate
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We’ve touched on “appropriate time frames” and “appropriate portfolio structures”. Let’s elaborate.
Your investing “time horizon” is the number of years before you expect to begin spending the money you’ve 
accumulated. Time frames and portfolio structures are linked in principle. The rule of thumb is that the longer 
the time frame, the more risk is appropriate.
Various investments carry various levels of risk, that is their range of market value fluctuation over any given 
time period. This chart illustrates accepted portfolio risk profiles given various time horizons.
The color spectrum represents various types of investments, from low risk money markets depicted in red, to 
real estate or interest generating bonds in orange and yellow, through dividend- generating “blue chip” stocks in 
green and blue, to very aggressive growth stocks shown by indigo and violet.
The chart has many “take- aways.” One of the most important is that stocks of any kind are NOT appropriate 
investments unless they are held a minimum of six years. Anything less than that is gambling, not investing.
Another extremely important message is that even portfolios targeted for returns on the higher end of the range 
(10%+ annually) need to have a wide range of investment types in order to succeed. This is the macro side of 
that keyword “diversification” you hear so often in investing conversations.
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Successful Investing Is...
Understand Risk / Return Relationship
Take Only Appropriate and Acceptable Risk
Choose Correct Strategy
Stick with THAT Strategy
Maintain Realistic Expectations
Your Personal Situation Dictates
Keep Saving ! 
Never Stop Learning
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If you are inclined to temper your retirement portfolio’s risk profile either direction from moderate, be assured 
that less risk will likely require more saving and more risk should require less saving – but more patience and 
perhaps courage too!
As we saw on the “Risk Versus Return” chart, assumption of even a small amount of additional risk over a 40-
year period can have very significant impact on the balances accumulated. In fact, a current plan balance that 
projects to cover 1/5 of living expense in retirement at an 8% targeted return, could cover more than two fifths if 
successfully invested for a 10% return over the same 40 year period.
Conversely, a current plan balance that projects to cover two fifths of living expense in retirement at an 8% 
targeted return, would cover less than one fifth if invested for a 6% annual return over the 40 years.
That’s a huge difference that can make this planning stuff either very pleasant or very painful. Only you can 
make the decisions necessary to reach your goals. It’s obviously very important that you take the time to 
understand the issues, learn the major lessons, and invest YOURSELF along side your money in the process.
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Stock ?

Dividend ?

Value
Stocks ?

Mutual
Fund ?

Money 
Market ?

Bond ?
Interest ?

CD ?

All Right...TEACH ME ‘Low’ FINANCE

Growth
Stocks ? Risk ?

Inflation ?

R 2
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So that’s the bulk of the macro lesson.
The rest of the program is the micro side.
And contrary to popular belief, technical knowledge is way over- rated when it comes to investing.
As we said before, your decisions about how much to save and your appropriate portfolio structure are the vast 
majority of the important inputs to the process. You can certainly feel comfortable putting aside many of the 
terms in this slide.
But what you should take away in terms of terms are the major categories of investments generally found in 
retirement portfolios: cash equivalents, bonds, stocks, and mutual funds are starter items that are appropriate 
for your knowledge.
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‘Almost’
Guaranteed

Cash Equivalents ?
• Money Markets, CD’s, GIC’s, Savings Accounts
• Legal Obligations to Pay - ‘IOU’s
• Only Interest Income
• May keep up with inflation
• ‘No’ Potential Loss of Value
• No Growth in Real Value

• Types of Financial Assets

© July, 2006 Compensation & Capital, Chicago

Cash Equivalents are the general asset category that holds money market funds, certificates of deposit (CD’s), 
savings accounts, treasury bills and other no- or- low risk securities that pay interest and offer some protection 
of your initial investment against loss.
Only some types of Cash Equivalents are truly guaranteed against loss – specifically, CD’s and Treasury Bills. 
All other types, INCLUDING money market funds, are NOT GUARANTEED against loss of principal. However, 
this risk is highly unlikely.
The real risk in investing in Cash Equivalents is that they will lose ground to inflation, the natural loss in 
purchasing power due to prices of goods and services creeping upward.
Cash equivalents are part of a larger classification known as “Fixed Income” investments that includes all types 
of securities that pay interest.
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Bonds ?
• Obligation to Re-Pay - ‘IOU’
• Interest Income
• Potential for Growth OR Loss in Value
• All Kinds of Risk Profiles Available

Guaranteed

Interest
Rates

Bond
Value

Bond
Value

Interest
Rates

• Types of Financial Assets
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Moving up the risk profile, the next major category of financial assets is Bonds.
Bonds are also a kind of Fixed Income security. They pay interest. But Bonds differ from Cash Equivalents in 
that your initial investment in a Bond can fluctuate in value, which puts your investment at risk of loss every 
day. It also means that your total return from a Bond investment is comprised of interest AND market gain or 
loss.
When interest rates move up, the market value of existing bonds goes down; and vice versa. Only when 
interest rates are stable, do the bonds return the interest rate stated on the bond, known as its coupon rate. 
Otherwise, market gains and losses impact the bond investment’s total return.
Bonds can be obligations to repay governments, corporation, or other institutions. Bonds can be purchased 
individually (in a Schwab PCRA) or in the Select Funds Venue in one of two mutual duns that hold many 
different bond issues.
Finally, bonds sold by borrowers with lower credit ratings carry higher coupon rates than those sold by very 
credit worthy borrowers. That’s intuitive – it works the same when ordinary people take out loans.
But the bonds issued by the lower credit borrowers also fluctuate in value to a greater degree than the higher 
quality bonds. That’s why the Bond Funds in the Select Venue are very diversified and consist predominately of 
higher quality issuers.
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Guaranteed

• Types of Financial Assets

Stocks ?
• Corporate Ownership
• Potential for Growth in Value
• Potential for Loss of Value
• Dividend Income - Sometimes
• Inflation Protection - Sometimes
• ‘Value’ vs ‘Growth’ Stocks
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The highest risk profile appropriate to normal retirement plan investing is represented by Stocks. Stocks are 
shares of ownership in a corporation. They hold NO guarantee of initial investment or of future return. In fact, 
any stock investor could lose 100% of their investment at any time.
But with this risk comes the highest potential for return – from a combination of market appreciation and 
sometimes dividend income. Dividends are something like interest, paid to stockholders of high quality 
corporations as a small but ongoing return on their investment in the corporation.
Of all financial securities, stocks – held for appropriately long time periods - command the greatest potential for 
inflation protection.
As with Bonds, there are numerous classifications of stocks: Value and Growth, or Large and Small Company 
are commonly used stock types. Most importantly though, investing in stocks requires diversification across all 
of the various types.
That’s why we invest using Mutual Funds... 
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Financial Asset Investment Vehicles 

Mutual Funds
• One Portfolio Manager
• Many Investors Pooling their Money
• Definitive ‘Rules of Engagement’
• Mutual Ownership of Many Securities
• Varying Degrees of Diversification
• Active vs Passive (Indexed) Management

Usually Not
Guaranteed
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A Mutual Fund is a pooling of many investors’ money under one investment manager. The manager is under 
contract (called the “prospectus”) to invest the Fund within certain parameters.
Generally speaking, mutual funds hold very diversified pools of securities, sometimes cash equivalents, bonds, 
and stocks all in the same fund.
But most mutual funds stick to a more focused portfolio, concentrating on one security type (for instance growth 
stocks or government bonds) along with some small portion of cash equivalents.
Finally, mutual funds are also classified as actively or passively managed. Active management means that an 
individual or team is actively selecting and trading the securities in the portfolio. Passive management or 
“indexing” means that the securities in the portfolio are selected and traded to emulate a pre- defined index – a 
“market basket” of securities such as the Standard & Poor’s 500 Stock Index.
The Select Funds Venue currently has two Indexed Funds – the Vanguard Total Stock Market Fund and the 
Vanguard Mid- Cap Index Fund. The rest of the Select Funds are actively managed funds.
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Types of Financial Assets 
Risk & Return  Over Time 
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‘Hot’ Stocks
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In general, mutual fund classifications line up along the risk / return profile of all investments like this.
Once again, the color spectrum equivalents are here to help you identify risk profiles of each of your Broaster
Plan’s Select Funds as you get more invested in information about each fund from the remainder of this 
session and your perusal of the website’s information.
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Another way to stratify stock mutual funds is the Morningstar style- box classification system. The graphic 
provides an easy way to classify U.S.- based stock funds in terms of their predominant securities profiles: 
company size and investing based primarily on relative price/earnings ratio of its stocks.
History teaches that certain segments of the stock market respond favorably to different segments of each 
economic cycle. So while Small Value stocks are favored in one portion of a cycle, Large Growth will 
predominate in another segment of the cycle. By classifying your funds into these styles and assuring little if 
any crossover in your portfolio’s positions, you are more likely to have a portfolio that will provide long term 
targeted returns with lower volatility than one concentrated in one or just a few styles.
The idea is to use this tool to measure diversification of your Plan account’s stock portfolio. Fortunately, sample 
portfolios formulated by Investment Consultants for the Select Venue are pre- designed with these 
considerations in mind. One more way the Select Funds Venue speeds you on your way to a portfolio 
appropriate to your risk/return profile.
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Broaster 401(k) Profit Sharing Plan Funds’
Relative Risk Comparisons (Past 5 Yrs)
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Wm Blair Small Cap Growth Stock - SG

Forward Hoover Small Cap Stock - MG
T.Rowe Price Growth Stock - LG

Vanguard Mid-Cap Index Stock - MB

Skyline Special Equities Stock - SV
Vanguard Total Market Index Stock - LB

T.Rowe Price Equity Income Stock  - LV
Harbor International Stock – F-LV

T.Rowe Price Capital Appreciation
(Bonds+Stock+Cash)

Harbor Bond
Vanguard GNMA Bonds

Money Market Fund

The funds available in the Select Funds Venue are selected, monitored, and replaced as necessary by 
Investment Consultants, an SEC- Registered Investment Advisor engaged by the Plan’s Trustees and paid 
by Broaster Company as a retirement benefit for its employees.

The funds in the Select Funds Venue are chosen for a number of good reasons, including:
• Consistently high relative performance against their peers,
• Broad diversification across asset categories and securities,
• Broad representation across management teams and styles,
• Low operating expenses charged to shareholders,
• Impeccable track record of governance.
Detailed information on each of these funds is available on the Plan’s website. They are listed here in relative 

order of their historical volatility over the past five years.
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Hmmm...
I wonder if my LOTTO
ticket’s a winner???

ONWARD ! ! !ONWARD ! ! !ONWARD ! ! !
© July, 2006 Compensation & Capital, Chicago

No, it’s definitely not THIS simple. But with all the progress we’ve made so far today, there’s just one more step 
in the process:
Choosing your appropriate investment strategy.
As we’ve done with the rest of the process, we’ve got this one down to a pretty simple process too.
So getting started is easy. All you need to do is decide whether you are an “Ultra- Short”,  “Short”, “Medium”, or 
“Long” term investor and lock in on the portfolio we’ve constructed under that time frame.
Since most retirement investors are “Long Term”, that decision should be relatively simple for the majority of 
you.
Be sure to note that each of these four risk/return profile portfolios are available in graphic Acrobat “pdf’s” as 
well as a 4- in1 textual graphic on the Plan’s website in the Plan Investing – Select Funds area so you don’t 
need to write them down while we move through them now.
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Sample Portfolio for Ultra-Short Term Investors
Time before spending: 0 to 3 years
Focus on security and income
Minimal inflation hedge – no long-term appreciation
‘Cautious’ risk/return profile investor

Harbor Bond 
Institutional

15% 70%

First Trust
Institutional 
Money Market
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15%Vanguard 
GNMA

Here is a portfolio suitable for investors with very short investing horizons or for the portion of their Plan 
portfolio that will be accessed within three or so years. Any such objective is best served using the most 
conservative (that is, least volatile) alternatives so that your balance is not subject to market downdrafts just 
before you may need it.
Remember that bond funds can subject your account to market losses over these short time frames. So, if your 
time horizon is at the lower end of this range, you should consider little or no allocation to bonds.
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Sample Portfolio for Short Term Investors
Time before spending: 3 to 8 years
Combines security,  income, and inflation hedge
Sacrifice potential capital appreciation
‘Cautious’ to ‘Moderate’ risk/return profile investor

15%

10%
20%

25%
Vanguard GNMA T.Rowe Price

Capital Appreciation

First Trust 
Institutional 

Money Market Harbor Bond

T.Rowe Price Equity Income

10%

Skyline Special Equities

Harbor International
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10%
10%

Moving incrementally up the risk/return profile to a time horizon of three to eight years allows a short- to- medium 
term investor to begin incorporating conservative, lower volatility stocks into a portfolio predominately allocated 
to money markets and bonds.
The T.Rowe Price Capital Appreciation Fund maintains a portfolio mix of approximately 60% stocks and 40% 
bonds. Therefore, this sample portfolio has a composite allocation of 50/50 stocks to fixed income investments. 
Furthermore, the stocks in T.Rowe Price’s Capital Appreciation Fund tend to be lower volatility (that is, 
historically speaking), more conservative stocks that favor dividend generation over capital appreciation.
Once again, investors at the shorter end of this timeframe should consider allocations favoring more bonds; 
those at the longer end of the range are more appropriate to the sample portfolio as depicted here.
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Sample Portfolio for Medium Term Investors

15%

5%

20%
Harbor Bond

T.Rowe Price Capital Appreciation

Skyline Special 
Equities

T.Rowe Price
Growth Stock

Wm.Blair
Small Cap Growth

10%

Forward Hoover Small Cap Equity
Harbor International
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5%

5%

Time before spending: 8 to 15 years
Combines security, income, inflation hedge and growth
Requires some tolerance for price fluctuation
‘Moderate’ risk/return profile investor

T.Rowe Price
Equity Income

Vanguard Mid-Cap 
Stock Index

20%

5% 10%
Vanguard GNMA

5%

This portfolio gets you invested in several of the more aggressive fund alternatives in the Plan’s Select Venue, 
combined with conservative stock and bond offerings to aggregate an approximate 60%/40% stock- to- bond 
allocation.
The use of stock funds, especially the more volatile options, is generally best suited to portfolios having 
timeframes equivalent to at least two normal stock market cycles.
Modern stock market cycles run anywhere from three to seven years so our sample portfolios allocating a 
majority of their balances to stocks are considered appropriate only to investors with at least eight years to 
invest.
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Sample Portfolio for Long Term Investors

20%

15%

5%

20%
T.Rowe Price
Capital Appreciation

T.Rowe Price
Growth Stock

Wm. Blair
Small Cap Growth

5%

Skyline Special
Equities

Harbor International
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15%

10%

Time before spending: 15+ years
Concentration on GROWTH
Requires high tolerance for price fluctuation
‘Aggressive’ risk/return profile and patience!

Vanguard Mid-Cap
Stock Index

Harbor Bond

5%
5%

T.Rowe Price 
Equity Income

Forward Hoover
Small Cap Equity

The most aggressive sample portfolio shown is considered appropriate to investors with timeframes greater 
than 15 years. Its aggregate allocation is approximately 80% stocks and 20% bonds. Allocations to stocks that 
exceed this level are generally considered risk inefficient by academicians who study investment management. 
That is, the additional risk accepted by portfolios allocated to greater than 80% stocks does not generate 
sufficient return to warrant acceptance of the increased volatility they historically exhibit.
You may also note that, relative to the sample portfolios deemed appropriate to shorter timeframes, this sample 
employs stock funds that exhibit higher volatility. That is, the stocks are chosen more for capital appreciation 
than dividend income potential.
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Log On to www.PlanSpecs.com/Broaster for more info

Your Broaster 401(k) Plan
TO-DO LISTEASY

AS:

Submit Forms (on website or hardcopy) BY JULY 27 !!:
• Current Account Balance - Investments Re-Mix
• Future Contributions Rate or Mix Change Request 
• Enrollment (Only for current NON-contributors)
• Beneficiary Designation

Consider the options – Make Your choice

Review your ‘Reach for the Top’ booklet materials

© July, 2006 Compensation & Capital, Chicago

So here’s your TO- DO List - AGAIN. Each of you will need to determine what you want to do and the steps 
required to do it. There is no one- size- fits- all strategy or process here. And that is both an advantage of the 
new Plan structure and, I suppose, a disadvantage too – at least for those participants who don’t really care to 
deal with these decisions at this time.
Once again, please remember that ALL eligible employees MUST complete one or more of the Forms we 
discussed a while back – ALL forms that are in the front pocket of your Reach for  the Top booklets. Be sure 
that you understand which form or forms are applicable to your situation and get them completed as soon as 
possible but absolutely before July 27th.
If you are unsure of the forms appropriate to your personal circumstances, just ask Jeanie or send us a quick 
e- mail to info@planspecs.com and we will get you set up.
All forms are also available on the website and may completed and submitted there or manually completed and 
submitted to Jeanie Johnson as noted on the applicable form. Please note that the most secure method of Plan 
forms submission is via the Plan’s website.
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That’s All Folks!That’s All Folks!

It’s Up to YOU Now!

Get Involved
Take Control
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Broaster 401(k) Profit Sharing Plan


