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Pension Reform is
Coming!

How do Defined Contibution (DC) Programs fit
into the changing pension landscape, and
how can employers meet their responsibilities
and assist thelr employees to successfully plan
and save for refiremente
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U. S. Public Employee
Defined Benefit Retirement
Programs

+‘National pressures on Defined Benefit(DB) plans

¥ Pension envy
Polifical and ideological pressures
# Focus on abuses
Follow private sector modet
> National Association of Government Defined Contribution Adminisirators:
{NAGDCA] survey reports that 37% of public sector respondents report
plans o change their curent DB plan
> Demographics
¥ Sustainability
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_ Ohio Public Employee
Defined Benefit Retirement
Programs

+ Proposed changes to Ohio pension plans
» SIRS
v Minimum age of 4C{no minimum agaj with 35 {30)years of service{full
I refirement]
¥ Minimum of 30 {25) years of service for a reduced bensfit
v FAS calculation based on five (three) highest years of eamings
v 2% {3%} COLA not to begin until 60 {immediafely} months afier
refirement
¥ Member contributions increase 3% over 3 year period
% SERS
v Minimum retirement age 57 {55} with 30 years of service(full retirement]
¥ Minimum refirement age 67({62) with 10 years of service{full refirement}
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_ Qutcomes of Pension
Reform

+Currently, employees are not contributing
sufficiently o DC plans in private and public sector.

+ - Public Sector Employees will have to rely more on
DC plans in the future for retirement income as DB
plan benefits are reduced.

Are public sector employees ready for this changee¢.

,Advantages of aDB plan and
___ Supplemental DC plan

Average salary for contribilin s §07
Average final aver. $50.896
Averape Vears of 5 fretrement . ass
: ‘Average age at retirement 56.7
lacement at riormual retiremont 56%
Average annual refirement income : $29,181
ehined Contribution Data (ODC)

‘{Based npon 25.year life exp. 1% earnings
Combined income replacement from DB & DC




_ Retirement Income Gap
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Research

+ Gopbetween what employees and employers
believe regarding employer responsibifities to
encourage adequate retirement savings.

» Too many chaices deter people form enroliing.

» Employees want more assistance preparing for-and providing for-
refrement.

» Employees and employers have widely differing opinions regarding
how seif-refiant the employee should be when preparing for
refirement.

S i R

Warning 8 6 Tant Aok saving enoten Rt teTemernt
Help me make sure my money fasts all through my retirement

‘Helpirs v sequrs an income streatn n retiroiment

i e

retirement

{ Hetpiag me lear aboul investing and buiding oty fest esg
Helping me understand my retirement plan investment gptions'

155406 and et for rebrenent
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- Why Should Employers Care
about Defined Contribution
Plans?
»Recruitment

= “An addifional Fringe benefit as no cost

+Might allow clder employees ¢ chance 1o refire
when they choose

- Productivity-a happy. financially secure employse is
a productive employee

* IRS compliance-employers have responsibifities for.
proper plan administration
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Differences between a 457 (b)
and a 403 (b) Program

s
G Gl You s rotivd

1
() plins do not need £ 2011, 40000y plans rieed dnly be
dinated with 403 (byplans coordinated with oihier 403(b).
plans or 4010 plans (ot 457(6)
phmsn ing i

sevics with certain
- - eganaanons.
Yes, assels insulated fromithe " No, bu must have annuity
ainis of the employer’s ‘coniracis or custodial accounts.

. What Services Do DC Plan
Administrators Typically
Provide?

«Recordkeeping services
» Updates to plan documenis

+ Distribution of plan literature and educational
materials

= Transaction processing {daily buy/sell)

= :Benefit Payments

- Educaotion & Enroliment Services
Customer Service via phone and website
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~ What Roles Are There for
Employers?

Assure that plars are properiy adopied &
implemented

+Make sure that DC plans are promoted as part of
new employee hiring orientations
+ “Allow account executives flexible access to
employees.
+ Encourage employee savings
= Provide personal finance education
. * Timely transmission of data and contributions

.
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Employee Education

Take advantage of providers on-site programs =no
cost to employers
* Help employees become better personal financial

rnanagers
» Help them become better savers and investors
+ tis no longer an opfion for employees 1o be

passively involved in their refirement planning
+ “Happy, financially secure employees are
productive empioyees!
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~ Employer Due Diligence
before Selecting a Provider

« “Review plan document and investment policy statement.

= Meet on-site representatives.

». Does ihe plan offer a call center/service centfer?

«:What services does the plan offer {i.e. loans, unforeseeable
emergency withdrawals, auic-escalation, target date funds,
retirement planning assistance}?

< What are the invesiment opfions?

«“What is the fee struciure of the plang

+Department of Labor Discicsure Rul

b New fee di e 1 i
S¢

v
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Impact of Fees on
_Retirement Assets_

Effect of Fees

[N T —"
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~ Ongoing Employer Due
Diligence
» - Overcome inertfia with automatic features for

successful outcomes (i.e. auto-enroliment, ez
enrollment or auto-escaiation features).

« Monitor the plan’ s investment policy.

= “Monitor investment manager selection and
performance.
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_ Insights from a School
District’ s Perspective

+ Retirement Perceptions vs. Future Reality.

» “Communicate with staff regarding available DC
options.

* Work with DC representatives who make the effort
to come o campus and make themselves
available o staff.

. Encourage staff to attend meetings with DC
representatfives when they are on campus.

= “Encourage participation but refrain from giving

advice.

Give gll approved vendors equal access fo staff.




Actively Encourage
Employees to Save

* Be a Champion for Saving.
» What will have the greatest impact on assets available for
1. Amount deferred will have greatest impact
2. Assetf allocation next greatest impact
3. Fund returns least impact
¢ Promote NS4RW
+ Encourage employees to invest part of their salary
and wage increase on an annucal basis
+ “Consider an Employer maich
Promote the Saver’ s tax credit

Hurdles to Overcome?

- Many imes the major hurdie to overcome is access
1o employess for enroliment and education
= “Whenever possible, work with 457 and 403 {b}
Account Executives to distribute Progrom
information o employees and to announce dates
and times that they will be available for group and/
or individual meetings
= Refirement planning needs to become a priority for
employees. Strong leadership from Board' s of
Education and Senior Administrators can make: alt
the difference on thisissue
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«Teamwork is the Key!

» - After you have vetted and selected the investment
programs for your district, partner with the providers
o assure that everyone is aware and
knowledgeable regarding the various programs
and investment options.

+ -Timely and secure fransmission of data and
contributions to your plan providers.
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Questions?

Thank you for attending and have a great
conference!
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