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¢ Trends + Financial Wellness
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What Is the New (Postponed) Rule?

Amend definition of “fiduciary” by expanding what it means to
provide “advice”

On April 4, 2017, the DOL extended the effective date of the new
fiduciary rule to June 9, 2017. Under the terms of the-extension,
advisers to retirement investors will be treated as fiduciaries and
have an obligation to give advice that adheres to “impartial
conduct standards” beginning on June 9, 2017.

The rule for advisors is a functional test, so it doesn't matter what
the adviser says, but instead focuses on what the adviser does.

Would legally-require brokers who advise a plan as to investments
to be fiduciaries even if they ultimately don’t make final investment
decisions.

.

All.advisors would have to clearly reveal all fees paid_by:
investments, including revenue sharing and commissions.

Instead of “individualized, regular basis, for a fee” vs. “advice for
compensation”.
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Service Provider Economics

Assets

True cost to provide services
(Direct Fees)

Time

Asset Growth in the Plan Over Time
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Committee Management Tools
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+ Committee topics of interest
« Sample committee meeting minutes

« Fiduciary Calendar

Annual fiduciary checklist
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Generally, an investment committee establishes a prudent process to:

= Review and approve the fundamental operations and
financial/committee charter

= Hold regular meetings
= Develop an investment policy statement

Establishing an Investment Committee

= Evaluate investment mangers’ performance and take appropriate
actions 2

= Select and remove investment managers

= Utilize prudent experts and monitor their activities

= Review investment fees paid by-plan and participants’
= Establish-procedures for providing financial and ,cfperatiorial

information to the board
 Documerit investment process and decisions
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responsibilities and risl

Understand your role and responsibilities as a Fiduciary, delegating
responsibilities where appropriate
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Establish a formal Fiduciary governance process

Document the investment process in a formal Investment Policy Statement
(1PS)

Conduct regular reviews of the plan’s investments

Take advantage of 404(c) protection and follow the rules to comply; consider
advisor managed models

Maintain written records of plan documents and procedures, delegating
responsibilities where appropriate

Educate participants to help them make informed decisions

Monitor provider fees and services for reasonableness

Comply with government reporting requirements
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Sample committee topics of interest ‘ c?. Pﬂ
COMMITTEE MEETING TOPICS OF INTEREST
» Mectings are hetter when committee members are engaged and interested, Here is u list of committee meeting
topic ideas. We want to know your particular areas of interest so we can build them into the agenda.
TOPIC P?g’:‘r COMMENTS
| <@ PlanDesign
Reirement plan design rends . . .
Banchmaringof pan dsign & costs * Review potential meeting
ol plan design Vends .
Retres hi piansaigs vends topics
7 @ Benefils Cost Management | . X
Plan cost managemant stalegies « Pick the ones that interest
Fee disclosure rules | you
% @1 Investment Trends & Development
i « Set Goals around topics of
4.4 Poriioan Communicatons . interest to the committee
sacices
[—
ormaatons prograns
5.l Plan Administration
2 Plan demographics and participant
s ren0s
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The annual fiduciary checklist

Adime Loge Here




Sample annual fiduciary calendar

FIDUCIARY CALENDAR

Outline important fiduciary
activities, dates, deliverables

Examples:
Q1: Review vendors
Q2: Review TD Funds
Q3: Fee review
Q4: Create education Plan
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Sample committee meeting notes

« The notes document review
— material, action items and
topics for discussion.

« All committee members
lociasid should review prior meeting
| notes.

«  Prior notes should be
approved at the onset of the
S—— meeting.

Financial Wellness

What is financial wellness?

Why should you care about it?

Is your company a good candidate for a financial
wellness program?

Tools and resources that help you put financial
wellness into action.




WELLNESS

Who is “retirement ready”?

Estimates of the “at risk” population in
the U.S. range from 20% to over 50%

Characteristics of the at-risk
population include: low attachment to
workforce,

low educational attainment,
single/divorced, race, those retiring at
an early age

Strategies to “nudge” participants
to readiness include higher savings
rates, longer periods of work—or both

The big question: Retirement readiness

Percentage of “prepared” workers

100%
80%
70%
55%
45% I
0% I
BCCRR EBRI Hurd & ssK
Rohwedder
014; Hurd &
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= DC plans: Target-date funds

adoption

TDFs are offered in nine out of ten
plans; are held by 69% of 100%
participants;

and account for 46% of
contributions

Participant adoption is the result of
both plan default and voluntary
choice

Over a third of TDF investors are
"mixed investors," holding other
funds and a TDF

Half of all mixed investors arise by
participant choice; half by sponsor
action

Percent of all participants.

Target-date fund (TDF) Percentage of participants using target-date funds
2004-2015

0%
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2020

Mixed targat-date fund investors.
ingle (pure) target-date fund investors.

Note: Investments in target-date funds are subject to the risks of their underlying funds. The year i the
fund name refers to the approximate year (the target date) when an investor n the fund would retire and
The hasis

more.

b
time, including on or after the target date,
‘Source: How America Saves, 2016

s target date, An investment in  target-date fund is )
ClearPoint
! Financig

Wl DC plans: Target-date funds and dispersion of outcomes

Single target-date participants

Us sosks
-

.

- Nor-Us stocks
U bonds

-year annualized totat return @

e
2

0% 5% 10% 15%  20%  25%
Five-year annualized standard deviation

= Participants less than 35 years of age.
= Participants ages 35 to 55
Participants greater than 55 years of age

Note: Includes 1,000 random sample of from

“Do it yourself” participants

)

Non-US stocks

S Five-year annualized totat retum
B

0% 5% 10% 15% 20% 25%

Five-year annualized standard deviation

December 31, 2015.

Source: Vanguard, How America Saves 2016,
Note: U.

for both risk and retur, for a net sample of 980 observations. Vanguard defined contribution plan participants for the five-year period ended
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Immediate impact from

reenroliment

Reenroliment is a point-in-time
reallocation

of participant accounts into a plan’s
QDIA, with a right to opt-out

It results in immediate behavioral change
and improved diversification
Reenrollment is more often during major

DC plans: Reenroliment

Reenrollment case study

Results:
Opt out rate 16%

change in plan design or the menu Extreme equity allocations 23% — 4%
or a change in the default fund— Average fund fees 0.41% *0.10%
although

it can be used at any time

Participant notification and right to “opt-
out” are important elements of
implementation

Sponsor receives 404(c) protection

. February 2016. ClearPoint
| nanciy
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WELLNESS

Tax diversification opportunity

+ Roth savings offer the ability to pursue
a strategy of tax diversification

« As aresult of 2013 tax law changes, DC
plans with a Roth contribution feature can
be amended to permit all participants to
convert pre-tax contributions within the
plan

+ The new law expands the previous rule
that only allowed in-plan conversions
on amounts eligible for distribution
(i.e., termination or in-service withdrawals)

« Over half of plans offer Roth elective
deferrals

+ 10% of plans permit conversions, while few
participants convert (0.9%)

‘Source: Vanguard, How America Saves 2016

DC plans: Roth savings

Roth adoption 2006-2015
0%

9%

56%
52%
6%
a2%
37%
31%
24%
4% 13048 4% 5%
o 104
I“"’ o [ e e o
0%
20

06 2007 2008 2009 2010 2011 2012 2013 2014 2015

= Percentage of plans
= Percentage of participants
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WELLNESS

DC plans: Automa

Automatic plan design

* 41% of all plans now using auto
enroliment. 60% of large companies.

In 2015 63% of all new plan entrants
were automatically enrolled.

Automatic enroliment dramatically
improves participation rates. This is
particularly true for low-saving groups
including young and low-wage
workers and ethnic minorities.

Typical design is initial 3% employee
contribution plus 1% auto-escalation.
Plus employer contributions.

Source: Vanguard, How America Saves 2016

tic plan design

Automatic enroliment and plan

participation
100%
81% 82%
25% 29%
0%
Age <25 Income <= $30,000

= Voluntary 8 Automatic

r ClearPoint




What is financial wellness?

~ BT

ri ClearPoint
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WELLNESS

Historical objectives of retirement plan education

Increase Participation Increase Deferrals Asset Allocation

@

[qgenrom

Wemaadl  ...but have not solved the problem completely.

55% 26% ‘ 48%

avoid dealing with their expect to run out can't afford to contribute
financial situation of money more to their plans

Source: T, Rowe Price Retirement aving and Spending Study (2015) ri ClearPoint
Financig




There is opportunity to do more.

Of American adults...

43% 24% 64% ’ 64% )

say they are of wages go to say finances are the don’t have enough
financially illiterate? consumer debt largest source of stress  savings to cover a $1,000
payments? in their life3 emergency*

589 Global initSurvey 2015
205, Census Bureau atal, 2014

SAmerican sychologicl Assciation 2015
‘MorketWatch 2015 ri ClearPoint
nca
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Good intentions

ALTHOUGH

89%

of sponsors said they were focusing on
financial wellness in 2016

ONLY

0%

have a program in place

Source: Aon Hewit

Sponsor concerns: cost considerations

HEALTHCARE

@

PAYROLL

(@

COMPENSATION

TENURE

Chartsforllustrativepurposes iy

cosT




Strain on worker productivity
0,
70%

of HR professionals surveyed say financial
problems impact employee performance.!

44%

of employers believe that offering additional guidance on
handling finances will decrease the time employees spend
at work tending to financial issues.2

hon Hewitt

SSHRM, 2014 “FnanilWelnesinthe Worklace Survey” r‘ ClearPoint
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Why should sponsors focus

on ?

[ genrom

bemad  Strain on employees—PHYSICALLY

Finances are the #1 source of stress for Americans.!

Google searches for
STOMACH ULCERS
increased

228%

during the
Great Recession?

chological Assciation, 2015
2012

ri ClearPoint




Strain on employees

Finances are the #1 source of stress for Americans.

Searches for HEADACHES
increased

193%

ri ClearPoint
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Wemandl  Strain on employees

Finances are the #1 source of stress for Americans.

Searches for
CHEST PAINS
increased

35%

ri ClearPoint

e 11 reason for incorporating financial wellness

: 35%

of plan sponsors said they want to provide some type
of financial wellness offering because...

ri ClearPoint
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el 11 reason for incorporating financial wellness

It’s the right thing to do.

Source Ao Hewit 201 ot Toics i Rtement Sty .
! ClearPoint
nancyy

WELLNESS

Return on investment: reduction in healthcare costs

2 19.4% $2.5m

Increase
For Nonusers

Less spent on healthcare for
users

0.0
ee

4.5% S

Decrease
For Program Users

r ClearPoint

e Retiree health costs

Projected out-of-pocket

« Funding health care costs will be medical expenses ($K)

a continuing challenge for
retirees $300 $287 5283

$259
5268 5241

In 2015, a married couple will $231 s227
require $158K in savings to have

$213

. $16¢
a 50% chance of having enough
money to cover health care
expenses
* Keep in mind that most s0
individuals are paying out-of- 2011 2012
pocket health expenses prior to m50 percent w75 percent = 90 percent
retirement—so not all of these T ...
expenses are new in retirement st e, Wk P 5 ke A
Premiums and outofpocketexpenses forretrement at age 65
20112015
Source; Employee Benefit Research Insttte, October 2015, r ClearPoint
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Wemaad Return on investment: reduction in absenteeism

14.79
hours 2 7 0
10.80 (0]
hours Fewer absentee hours for users
Nonusers Program Users
(Average) (Average)

ricleall’binl
Finenci
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Return on investment: reduction in stress
and distractions

WELLNESS

FINANCIAL STRESS

34% 33%

20%
20%
- 2%
o o s

FINANCIAL DISTRACTIONS AT WORK

21% 22%
18%
. - -.
ted o ¢

[ Aot pogan 25 vearslate

Source:SmartDollar program users, 2015 r‘ ClearPoint

ome Stess

7%

Make the leap from

intention to

(@i
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ClearCoaching

Quarterly financial wellness webinars

Why

Save In your plan today, because waiting could

cost you in the bong run
=

ClearPoint

5/15/2017

ClearPoint Financial

Education series for 2017

Participation & Contributions
401(k) Basics

Get o know your Plan

‘Small Steps to Big Retirement Savings
Maximizing Match Contributions
Increasing Contributions

Roth 401(K)

Reirement Plan Distribution Options

Diversification

« Asset Allocation

« Key Investment Concepts

« Investing Basics

« Investing Beyond the Basics
« Sunviving Market Volatiity

« Avoid Emotional Invesiing

3 to 5 Minute Targeted Topic
Videos

« How Diversfication Works

« Whatis a Target Date Fund

« Whatis a Giidepath

« 4 Habits of Reirees

« Payyour Futre

« Trackyour Finances

Financial Wellness

+ GetSmartin your 205 &30s
Amazing Race your 30s & 405
When can | Retite - 10 Years
1o Retement
Close to Retirement - Less Than 10

Year to Retirement
+ Women's Workshop
+ Retirement for Milennials

Kids and Cash

10 Steps to Retirement Success

+ Taking Controlof your Finances
Budget Strategies
The Essentials of Estate Planning

Understanding Social Securiy
Retrement Myths and Reaifes
Planning for your Financial Future
Managing Wealth

Health Care, Medicare and Long-Term
Care

WELLNESS

Empower your
employees with
financial wellness

ClearPoint
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