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ONE SIZE DOES NOT FIT ALL
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DISRUPTION OR EVOLUTION?

Disruption - To cause (something) to be unable to continue in the normal way :
To interrupt the normal progress or activity of (something)

Evolution - The gradual development of something, especially from a simple to a
more complex form
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THE EVOLUTION OF DC PLANS
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Su_pp_lementar_y_Sav_ings Accumulation Vehicle Lifetime Savings Vehicle
Limited Participation Auto-Features Fee Transparency & Flexibility
Bundled Services Open Architecture Post-Retirement Solutions
“Kitchen Sink” Menu Three-Tier Menu

Professional Expert Oversight
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TOPICS FOR DISCUSSION

Investment
Menu

Plan Fees

Plan Oversight




INVESTMENT MENU

NEPC, LLC




AUDIENCE QUESTIONS
Poll

Question

Q1. Going forward, are you likely to take steps to encourage
retired participants to stay in the plan?

A) Yes
B) No

https://api.cvent.com/polling/v1/api/polls/sp-2r7x66
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TODAY: TIERED MENUS ARE COMMON

Tier 1: Default Funds

“Do it for me”

949,

Offer TDFs

34% '

Overall DC Assets

Tier 2: Core Menu

“T'll do it myself”

23

Median number of options

649%

Overall DC Assets

Tier 3: Brokerage
Window

“I'm a professional”

54%

Offer Brokerage Window

2%

Overall DC Assets
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WHY MIGHT TIERING NEED TO CHANGE?

There is no such thing as the “average participant”

Life Goals Outstanding Debt
Pensic alance
The
“Average”
Participant _ _
p cial Literacy
Behavioral Biases Outside Wealth
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A NEW APPROACH TO TIERING

Risk Exposure

Investments

Financial
Wellness

Growth & Income
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Tier 3
Income

Target Date Funds
Equity Funds

ESG

One-on-0One Advice
Auto/Quick Enroll
Rainy day fund
Debt Management

Age (Objective)

Target Date Funds

Diversifying Investments

One-on-One Advice
Managed Accounts
Catch-Up Contributions
Healthcare Savings & Planning

Target Date Funds

Income Tier

One-on-0One Advice
Decumulation Services
Systematic Withdrawals

Estate Planning
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RETIREMENT INCOME: CURRENT STATE




WHERE TO NEXT?

Distribution
Options

Retiree
Experience

¥

Income Tier
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AUDIENCE QUESTIONS
Poll

Question

Q1. Do you believe that we should highlight different
investment choices to participants of different ages?

A) Yes
B) No
C) Maybe

https://api.cvent.com/polling/v1/api/polls/sp-3w6v48
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CONSIDERATIONS

Look at how Evolve
investments are investment menu
tiered and features
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PLAN FEES

NEPC, LLC
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A FOCUS FOR MORE THAN A DECADE

« Over 60 class action lawsuits

« Significant fee compression

Plan Recordkeeping Fees, Survey Median Plan Investment Fees, Survey Median
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WAYS TO PAY FOR THE PLAN

« Plans are moving to participant “fee leveling” models

« There are three common ways to pay plan record keeping fees
— Through revenue sharing (bundled)
— An asset based fee (participant level fees)

— A flat per participant fee (participant level fees)

More Fair?

/\

Asset Based Models J \_&Fixed Dollar Model

| J |

Bundled Fixed Basis Point Fixed Dollar
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METHODS TO PAY RECORD KEEPING FEES

Plans With No Revenue Sharing

m 2016
2017

 Explicit account charges are becoming more common

— While many plans still use revenue sharing to help cover fees, the trend has been moving towards
fixed dollar or fixed basis arrangements

- Smaller plans are also eliminating revenue sharing
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AUDIENCE QUESTIONS
Poll

Question

Q1. Going forward, which fee model do you feel is most
appropriate?

A) Revenue Sharing (Bundled)
B) Explicit Per Head Fee
C) Asset Based Fee

https://api.cvent.com/polling/v1/api/polls/sp-3bulu3
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3 WAYS

TO ALTER FEES WITHIN DEFINED
CONTRIBUTION PLANS

Consider the role Move to an asset-
of revenue based fee
sharing

Move to an explicit Per
Participant Fee
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PLAN OVERSIGHT

NEPC, LLC




EVOLVING CHALLENGES CREATE
DISRUPTION
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TRADITIONAL CONSULTING MODEL

> Defined Contribution Staff
A A

v

Investment Record- Participant Government
managers keeper Communications Regulation




DISCRETIONARY CONSULTING MODEL

Defined Contribution
Staff / DC OCIO

Investment Govern m_ent Pa rtici_pa n_t
managers Regulation Communications

Committee




3 STEPS

TO CONSIDER OCIO WITHIN DEFINED
CONTRIBUTION PLANS

Review resource Determine
constraints and appropriate
internal areas of oversight model
expertise

Consider current
governance process
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AUDIENCE QUESTIONS
Poll

Question

Q1. What do you believe is ripe for the next round of "DC
Disruption / Evolution” ?

A) Investment Menu
B) Fees
C) Service Model (i.e. OCIO)

https://api.cvent.com/polling/v1/api/polls/splmon2m
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FINAL THOUGHTS

Investment 4 When will tiers

Menu change?

Plan Fees ‘ What iS fail‘?

Plan Oversight ﬁ How will service
models evolve?
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DISCLAIMERS & DISCLOSURES

Prepared exclusively for attendees of the 2018 NEPC Investment Conference. Not
for redistribution.

The opinions presented herein represent the good faith views of NEPC as of the date
of this presentation and are subject to change at any time.

The comments provided herein should be considered a general overview and do not
constitute investment advice, are not predictive of any future market performance,
are not provided as a sales or advertising communication, and do not represent an
offer to sell or a solicitation of an offer to buy any security.

Information used to prepare this report was obtained directly from various external
sources. While NEPC has exercised reasonable professional care in preparing this
report, we cannot guarantee the accuracy of all source information contained within
or the completeness of such information.

All investments carry some level of risk. Diversification and other asset allocation
techniques do not ensure profit or protect against losses.

NEPC does not generally provide legal, regulatory or tax advice. Please consult your
attorney or tax advisor for assistance as needed.

Past performance is no guarantee of future results.
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