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What is Important to YOU?

' Physical Health

® Soclal & Emotional Health
CHO

m

Financial Well Being



Objectives

Review Retirement Options presently
available to CCDs and their employees

Further explore an underutilized benefit
among CCDs to simplify retirement plans

Improve Financial Wellness for ALL
your employees for a better retirement




THE 403(b)

IN REVIEW



The 403(b)—About

» Established in 1958 and only offered investments in annuity
products.

* In 1974, paragraph 7 was added allowing mutual funds through a
403(b)(7) custodial account.

» Allows employees to save on a pre-tax basis and invest those dollars
« Long, multiple vendor environment
» Mostly individual contracts, translating into higher investment fees

« Annual fees range from 0.56%-4.58%*

« Average fee is 1.78%*

« Higher plan maintenance costs (surrender fee applicable to more
than 60% of products)

« 70% of products include sales commissions*
* Is not subject to ERISA fiduciary standards

*(Blair, 2018 and 403bcompare.com)
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The 403(b)—too complicated?

About 50 approved Vendors in California
* Paper form to enroll
« Submit payroll data

« Employees are solely responsible for the
selection and establishment of their 403(b)
Plans prior to submitting Salary Amendment
Agreement

« An employee could have several accounts
to manage (statements, websites, meetings,
tax forms)

» CCD representative has a transactional
relationship with the vendor and employees

The choice of multiple options
can oftentimes cause analysis
paralysis. 7



Problem of Practice

Community College Districts struggle to
meaningfully help employees in their
journey to financial well-being.

The CCD:
« |s at arms-length to help

« wants employees to KEEP as much of
their own money as possible

« wants employees to be GOOD
Investors

Are 403(b)s the best option?



The 403(b)— Analyzed

Looking under the hood tells us
how things operate.

Making an informed decision is
difficult without financial education

Provides investments other
government agencies do not use:

« Mutual funds with high fees

« Annuities/Fixed products
Difficult to manage and track
No fiduciary responsibility in place
Total plan review not available



What do other Gov’t agencies use?

* Most cities, municipalities, counties & state use 1 or 2
vendors for their Retirement Programs via 457(b)

« Other government agencies use:
— Institutional Type Investments

— Most already have an annuity-like product through
PERS/STRS/Social Security

« Plan Data allows agencies to target education and
communications with employees
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THE 457(b)

EXPLORATION



The 457(b)—About

 Established in 1978, 20 years after 403(b) (follows
ERISA).

« Employees can defer compensation on a pretax or after-
tax (Roth) basis

« At age 50, two catch-up provisions available:
1) An additional $6,500 can be contributed.

« 2) Within 3 years of retirement, the full deferral limit
can be contributed (if there are unused deferral limits
available from previous years).



APPLICABLE LAW

Internal Revenue Code

CODE 401(a)(k)
Plans are required to
hold assets in trust since
date of enactment.

Anyone exercising discretion
or authority over the plan or
plan assets is a fiduciary.

OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO

CODE 457(q)

Since 1999, all governmental
457(b) plans are required to hold
plan assets in a trust.

Fiduciary standards of conduct
apply, including
duty of loyalty (called the exclusive

benefit rule), prudence
requirements.

Many governmental qualified
plans and 457(b) plans use ERISA
rules as guidance.



ENNRRNEN m— L e
Fiduciary Responsibilities: CA State Law

Government Code 853609 — 457(b) plans are “public pension or
retirement funds” for purposes of the fiduciary rules.

Fiduciary’s Duty To Its Participants Shall Take Precedence Over Any Other Duty

* Exclusive Purpose Rule/Duty of Loyalty

* Primary Duty is to act solely in the best interest of
plan participants:

- For the exclusive purpose of providing benefits to
participants and beneficiaries, and

- For ensuring plan fees and expenses are
reasonable.

Avoid conflicts of interest.

BERNARDINO
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The 457—how is it easier?

1 vetted vendor

* One website, single sign-on — let
tech help you!

« Employee education can be
focused and linked to chosen
plan investments

« CCD representative now has a
relationship and is no longer an
unaffiliated third-party
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The 457(b)—Analyzed

* Making an informed decision is EASIER
with more information

* Provides investments such as:

* |nstitutional Mutual Funds with
LOWER fees

* Fewer and lower cost
Fixed/Annuity-type investments

e Easier to manage, track, and with
lower fees, GROW!

* Fiduciary responsibility IS built-in

e Total plan review IS available
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Fee Comparison

403(b) Investment

Invesco in 403(b)
$30 annual fee
1 year, 1% surrender charge

Invesco Comstock Select R
(ACSRX)

— Expense Ration 1.68%

Invesco Core Bond C (OPBCX)
— Expense Ratio 1.46%
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457(b) Investment

Invesco in 457(b)
$0 annual fee
No Surrender charges

Invesco Comstock R6 (csrFx)
— Expense Ratio .45%

Invesco Core Bond R6 (OPBIX)
— Expense Ratio .42%




The DIFFERENCE 1% in fees can make...

I 7% Return [l 6.5% Return 6% Return

$2,000,000.0 $1,750,161
$1,500,000.0

$1,345,979
$1,000,000.0

$500,000.0 :
The Difference
300 5 30 8 a0 45 50 55 60 65 between 1%:
O salary: $50,000 $4 04 y 18 2
(O sartingyear: 24 Years old
@ savings Rate: 5%

. Salary Increase 3%
h year:
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Universities Use 457s

* 78% use only 1 or 2 vendors now (up from 24% in 2016)
* 69% Auto-Enroll (difficult in multi-vendor 403(b))
« 85% use an advisor today (up from 40% in 2016)

Universities are now receiving:
BETTER DATA, BETTER SUPPORT, BETTER OUTCOMES
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Program Overview

403(b): Complicated 457(b). Less Complicated

« With ~50 403(b) vendors (CA Single Program Strategy
mandated), can lead to:
— several accounts Single Account
— different fees Fee Transparency
— kel sl ¢ Single Log-In, Single Website
statements -
+  Not required to follow ERISA Follows ERISA fiduciary standards
standards Fees; spot consulting contracts

« Can be advisor sold or direct
sales
e Commissions and fees
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FINANCIAL WELLNESS

IMPROVE IT FOR EVERYONE



What advantages
do you see for
Employers and |
Employees in a4577? |



Advantages for ALL

Advantages for LEA/District

Advantages for Employees

« Enhanced Purchasing Power Single Sign-on &
— Record Keeping Statements
— Investments Access to Institutional
« Streamline HR Processes Investments
» Dedicated Service Model | ower Costs
« Targeted Communication and Less Paper

Education Strategies
» Plan Health Auditing

Single Service Center
Financial Wellness Suite
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Objectives Met?

Review Retirement Options presently
available to CCDs and their employees

Further explore an underutilized benefit
among CCDs to simplify retirement plans

Improve Financial Wellness for ALL
your employees for a better retirement
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Questions?
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Contact Information

Kelly Gonzales, Vice President, Keenan
kgonzales@keenan.com | 951-715-0190 ext. 1165

Julianna D. Mosier, Vice Chancellor, Human Resources,
State Center Community College District

Julianna.mosier@scccd.edu | 559-243-7131

Keenan-

Tuyen Pham, Practice Leader, AssuredPartners A
AssuredPartners

tuyen.pham@assuredpartners.com | 949-261-3093 A Gallagher Company
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THANK YOU!
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