NAGDCA

Mational Association DTG eeeeeeee
Defined Contribution Administrato I

2018 Perspectives in Prc:c’rice Survey
Report




2018 National Association of
Government Defined Contribution
Administrators

Perspectives in Practice Survey
Report

(BASED ON 2017 RESULTS)

NAGDCA

Mational Association of Government
Defined Contribution Administrators, Inc.

201 East Main Street, Suite 1405
Lexington, Kentucky 40507
Phone: 859.514.9161
www.nagdca.org

Copyright © 2018. All rights reserved. No part of this report may be reproduced in whole or part
without written permission from the National Association of Government Defined Contribution
Administrators.



The 2018 National Association of Government Defined Contribution Administrators Perspectives in
Practice Survey Report presents a detailed analysis of key operating data from the government defined
contribution industry, based on confidential surveys submitted by 63 individual plans.

Plans that responded to the survey receive access to a customized Plan Performance Report showing
their responses alongside the appropriate industry benchmarks, as well as access to a suite of
customized, interactive Online Reporting Tools. Together, these tools can assist member plans in
assessing their current operations as well as setting, and meeting, operational goals.

The Perspectives in Practice Survey Report is published by the National Association of Government
Defined Contribution Administrators, a trade association whose mission is to be a premier provider of
education, information, and training, to support plan sponsors and service providers of
government-sponsored defined contribution retirement plans in creating successful retirement
security outcomes for their plan participants.

NAGDCA'’s objectives for successfully meeting its mission include:

+ Developing and sharing research, data, communication materials, fiduciary standards, governance
policies, and best practice information with plan sponsors and service providers;

« Partnering and building relationships with the retirement plan community; and

« Effectively representing the interests of government defined contribution plans and their participants
in federal legislative and regulatory matters.

The 2018 National Association of Government Defined Contribution Administrators Perspectives in
Practice Survey Report was compiled, tabulated and analyzed by Industry Insights Inc.
(www.industryinsights.com), an independent professional survey research firm that specializes in
conducting industry profile surveys, financial operating surveys, compensation studies, market
assessment surveys, customer satisfaction research, educational programs and other forms of
customized research.
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Total Plan Assets Competing Plans

Respondents reported total plan
assets of $165 billion Are other defined
(Median: $879 million) contribution plans
as of Dec 31, 2017 available, in
addition to this

one?

60
0
b out of 10 valid respondents said other competing DC
plans were available

Plan Participation Rate as of Dec 31, 2017

Plan Participation Rates by
Availability of Competing Plans

Current Employed Participants
as % of Eligible Employees
Median = 60%

75 7

THRTTRTERRTTRTIONY

L %
reerereteRIRRRTIONE Other DC Plans Are Available
| f

65%

Sole DC Option

Roughly b out of 10 of the respondents’ eligible employees participate in their plans

For all accounts, the
Account Balance median account balance
(median of reported
medians) was only 29% of
$15,734 the average account
All Accounts balance (median of
reported averages)

51-60 Years Old This figure was 43% for the
566528 51-60 age group

| | | |
$20,000 $40,000 $60,000 $80,000
As of December 31, 2017

- Median of Reported Averages - Median of Reported Medians

Respondents reported both their median and average account balances
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Median Fees (Investment + Administrative)
as % Total Assets

Annual Plan Contribution
Amounts per Participant

Fees paid in 2017 by

Median of ‘. the typical plan:
Averages

0.41%

Median of

1,977
Medians ¥

| | | |
%0 $2,000 %4,000 $6,000
As of December 31, 2017

Auto-enrollment Auto-escalation

Does your plan ' ! ! ! ! ! ! ! ' ' Does your plan
offer auto- : C offer auto-
enrollment? escalation?

19% 32%

Median Number of Investment Options Offered

Median offered
(Excluding
brokerage window)

4
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RETIREMENT PLAN ENVIRONMENT AND PLAN
INDICATIVE DATA

In the 2018 survey, the “typical” survey respondent’s
plan had $879 million in total assets, and four out of
five plans (81%) were designated as supplemental,
meaning participants are also eligible for additional

retirement benefits from their primary plan.
Fig 1

TOTAL PLAN ASSETS
Median = $879,452,460

Under $150
Million
22%

Over $5 Billion
21%

$150 Million to
$500 Million

$1.5 Billion to 18%

$5 Billion
o
22% $500 Million to
$1.5 Billion

17%

Fig 2

What is your defined contribution plan designation?

—— Primary
19%

Over half of the participating plans were single

employer, as opposed to multi-employer.
Fig 3

Is your plan a single or multi-employer plan?

46%

Single employer
54%

Just under 60% of the responding plans were 457(b),
followed in popularity by 401(k) and 401(a) plans.

Fig 4
i ?
401(a) Defined What is your plan type?
Contribution
16%
401(k)
16%
457(b)
59%
403(b)
9%

Roughly three out of five responding plans offered
both pre-tax and Roth savings methods, while 38%

offered Pre-tax plans only.
Fig 5

What type(s) of tax-advantaged savings methods
are offered by your plan?

Pre-tax only
(but plan to
offer Roth in
future)
35%

Pre-tax only
(with no plan to
offer Roth in
Roth only future)
0% 3%

62%

The median number of plan participants as of

December 31, 2017 was 21,136, as shown below.
Fig 6

Number of total participants (regardless of
employment status) in your plan as of:

_ o
_ >

25,000

Jan1, 2017

Dec 31, 2017

0 5,000 10,000 15,000 20,000 30,000 35,000
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The median account balance reported by the
surveyed plans across all accounts was $15,734, up
slightly from 2016’s $15,545 figure. The significantly
higher average account balances were influenced by

the largest account holders in the plans.
Fig7

Account Balance
(Median Responses*)

LDec 31, 2015
HDec 31, 2016
M Dec 31, 2017

All Accounts
(Reported Median)

All Accounts

(Reported Average)
,822

$0 $20,000 $60,000

*The survey asked for both average and median account balances. This graph
represents the median responses for both. In other words, it shows the median of the
reported medians and the median of the reported averages.

$40,000

Continuing an expected trend, the median account
balances for older plan members were substantially

higher than those of their younger counterparts.
Fig 8

Account Balance ($)
(As of December 31, 2017) by Age Group
(Median Responses*)
H Reported Medians  LiReported Averages

61and Older S $37,505 |
# $28,7J72 ‘
_ L18,301 ‘ | 544,687

1916,722

| $84,341

51-60 Years Old 1$66,52:

41-50 Years Old

31-40 Years Old

Account Balance
(As of December 31,2017)
Median  $15,734
Average  $53,822

21-30 Years Old

0-20 Years Old

S0 $20,000 $40,000 $60,000 $80,000  $100,000
*The survey asked for both average and median account balances. This graph
represents the median responses for both. In other words, it shows the median of the
reported medians and the median of the reported averages.

The same was true of account balances by years of
participation, with those having the longest tenure

reporting the highest account balances.
Fig 9

Account Balance ($)
(As of December 31, 2017) by Years of Participation
(Median Responses*)
H Reported Medians LIReported Averages
‘ 345,621 \ |
|

_‘ %37,323 ‘

# 531}006

il 855,558

31+ Years 1$113,684

$44,581 ‘

26-30 Years 1$83,693

21-25 Years 170,839

16-20 Years 1877,908

11-15 Years Account Balance
(As of December 31, 2017)
048 Median ~ $15,734
Average  $53,822

6-10 Years

0-5 Years

$0 $20,000 $40,000 $60,000 $80,000 $100,000 $120,000

*The survey asked for both average and median account balances. This graph
represents the median responses for both. In other words, it shows the median of the
reported medians and the median of the reported averages.

For the oldest age group, both the reported mean and
reported median account balances were somewhat
lower in the current survey year than they were in last

year’s survey but still higher than the 2015 levels.
Fig 10

Account Balance by Age Group
(Median Responses*)

61 and Older
(Reported Median)

IDec 31, 2015
W Dec 31, 2016
M Dec 31, 2017

61 and Older

(Reported Average) $89,042

$84,341

$0 $40,000 $80,000 $120,000

*The survey asked for both average and median account balances. This graph
represents the median responses for both. In other words, it shows the median of the
reported medians and the median of the reported averages.

The chart below illustrates the account balances held
by the most tenured respondents.

Fig 11
Account Balance ($)
by Years of Participation - Medians*
31 + Years (Reported Median) $45,621
31+ Years (Reported Average) $113,684
$0 $40,000 $80,000  $120,000
*The survey asked for both average and median account balances. This graph
represents the median responses for both. In other words, it shows the median of the
reported medians and the median of the reported averages.

ELIGIBILITY, ENROLLMENT AND CONTRIBUTIONS

Their higher income levels and closer proximity to
retirement were the likely drivers causing older
groups to contribute larger amounts to their plans in
2017 than their younger counterparts.

Fig 12

Annual Plan Contribution Amounts
(As of December 31, 2017) by Age Group
(Median Responses*)

M Reported Medians LIReported Averages

61and Older 52775
51-60 Years Old _ $2,600 ‘

41-50 Years Old

157,008

| $5,358

31-40 Years Old Total Annual Plan Contribution Amounts
Median ~ $1,977

Average  $4,504

21-30 Years Old

0-20 Years Old

$0 $5,000 $10,000
*The survey asked for both average and median plan contribution amounts. This graph
represents the median responses for both. In other words, it shows the median of the
reported medians and the median of the reported averages.
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Similarly, those with more years of service were also
more likely to contribute higher amounts to their
plans, as was also the case in 2015 and 2016.

Fig 13

As in 2016, one in five responding plans offered auto-
enroliment in 2017 (versus one in four in 2015’s
survey).

Fig 16

Annual Plan Contribution Amounts
(As of December 31, 2017) by Years of Service
(Median Responses*)
H Reported Medians  LiReported Averages
31+ Years $3,511 ‘

26-30 Years _ $2,274 A %4,767
21-25 Years ﬁ $2,977

16-20 Years | — 52,218

156,734

155,126

153,886

11-15 Years

$3,194

7, Total Annual Plan Contribution Amounts
$2,571 Median  $1,977
Average $4,504
$1,747 I

6-10 Years

0-5 Years

S0 $5,000 $10,000
*The survey asked for both average and median plan contribution amounts. This graph
represents the median responses for both. In other words, it shows the median of the
reported medians and the median of the reported averages.

For the oldest age grouping, respondents contributed
roughly the same amounts in 2016 and 2017.
Fig 14

Annual Plan Contribution Amounts by Age Group
(Median Responses*)

L1Dec 31, 2015
i Dec 31, 2016
M Dec 31, 2017

$1,800
61 and Older S
(Reported Median) $3,120
$2,775

61 and Older
(Reported Average)

$5,092
$7,005
$7,098

$0 $5,000 $10,000
*The survey asked for both average and median plan contribution amounts. This graph
represents the median responses for both. In other words, it shows the median of the
reported medians and the median of the reported averages.

The most tenured group reported higher contribution
levels in 2017, both in reported averages and
medians.

Fig 15

Annual Plan Contribution Amounts by Years of Service
(Median Responses*)

LIDec 31, 2015
M Dec 31, 2016
M Dec 31, 2017

$1,966
$2,845
$3,511

31 + Years (Reported
Median)

$4,0
31 + Years (Reported
Average)

$0 $5,000 $10,000

*The survey asked for both average and median plan contribution amounts. This graph
represents the median responses for both. In other words, it shows the median of the
reported medians and the median of the reported averages.

Does your plan offer auto-enroliment?
i Yes

H No and no plans to do so (response was "No" before 2018)
L1 No but plan to

2015

0% 20% 40% 60% 80% 100%

The reasons given for not offering auto-enroliment
are shown below. Over half of the plans said they are
prohibited by law from offering auto-enroliment.

Fig 17

If your plan does NOT offer auto-enroliment, why
not?
(Multiple responses allowed)

Prohibited by law

Other

Potential negative employee reaction
Union issues

Lack of management buy-in

Fiduciary concerns

Belief that it's too paternalistic

0% 10% 20% 30% 40% 50% 60%

For all employees, target date funds were the most
common default investments by far.
Fig 18

What is the default investment option for
employees?

Target date (pre-packaged)

Target date (custom)

Target risk (custom)

Other

Stable value

Managed account

Balanced Fund (Asset Allocation Fund)

Target risk (pre-packaged)

0% 10% 20% 30% 40% 50% 60%
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One in five plans offered auto-escalation in 2015,

while over 30% did so in 2016 and 2017.
Fig 19

Does your plan offer auto-escalation?
EYes HNo

20% 40% 60%

INVESTMENTS

As shown below, almost nine out of 10 plans used
mutual funds in 2015, but this number has declined
somewhat since then. In 2017, 65% of plans used

separate accounts.
Fig 20

Percentage of Plans Using:
112015 w2016 W2017
| | |
88%
84%
82%

Mutual funds

Separate accounts

Collective trust funds

Other (ETF, etc.)

0% 20% 40% 60% 80% 100%

In terms of the various asset classes held by
respondents’ plans, domestic large cap stocks, target
date and stable value were the assets with the largest
balances.

Fig 21
Percentage of Assets by Class as of Dec 31, 2017
(Avg)
Domestic Large Cap Stocks 24%
Target Date 23%

Stable Value

International & Global Stocks
Bonds

Domestic Mid-Cap Stocks

Domestic Small-Cap Stocks
Domestic Small/Mid-Cap Stocks (SMID)
Balanced

Other

Brokerage Window

Money Market

Commodities, REITs and Real Estate
Risk Based

30%

10%

20%

0%

Just over 45% of all assets were in mutual funds, with

separate accounts and collective trust funds each

representing approximately one quarter of all assets.
Fig 22

Percentage of total plan assets in:
(As of Dec 31, 2017 - Exclude brokerage window)

Other (ETF, etc.)
700

Separate
accounts

0y
2% Mutual funds

46%

Collective trust.
funds
23%

Two-thirds of plan assets were actively managed in
2017, down somewhat from last year’s 72% figure.
Fig 23

Percentage of Total Plan Assets That Were:

Percentage of
total plan assets
that were
passive (index)
assets as of Dec
31

Percentage of
total plan assets
that were
actively
managed as of
Dec 31

0% 20% 40% 60% 80%

Two-thirds of the responding plans had a brokerage
window in 2017, versus 70% in 2016, but only 2% of
the applicable plan participants use it.

Fig 24

Does your plan have a brokerage window?
i Yes HNo

2015

80%

20% 40% 60% 100%
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DISTRIBUTIONS AND WITHDRAWALS For each of the three Surveyed years, in terms of
transfers and direct rollovers, more money flowed out
Approximately three out of five responding plans of plans than into plans, as shown below.
offered loans in 2017 (versus 54% in 2016). Fig 26
Fig 25 Transfers and Direct Rollovers Into/Out of Plans

Does your plan offer loans?
& Yes ®No

Transfers/Direct Rollovers INTO Plan
as % Total Assets

2015

2016 .70%

Transfers/Direct Rollovers OUT of
Plan as % Total Assets

85%

0% 1% 1% 2% 2% 3% 3%

0% 20% 40% 60% 80% 100%

In terms of plan distribution types, full lump sums are increasing in popularity, as evidenced by the following
graph.
Fig 27

Distributionsby Type

H Periodic Payments/Installments M Partial Lump Sum LI Full Lump Sum L1 Annuities (New for 2017)

2015 59%
2016 60% %
2017 65% %

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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PARTICIPANT SERVICES AND ENGAGEMENT

The graph below shows the extent to which respondents’ plans offered various services. As shown, all plans
offered remote call centers and almost all offered onsite services (such as enroliment, account reviews and
education) and retirement planning services, while fewer plans offered investment advice.

Fig 28

H Do Not Provide  HProvide In-house

Call center (remote)

Retirement planning services

Qualified domestic relations orders
Hardships/unforeseeable emergency withdrawals
Financial wellness

Service center (walk-in)

Loans

Managed accounts

Investment advice - online

Financial planning services

Investment advice - telephone

Investment advice - in-person

M Provide via Third Party Administrator

Which of the following services does your plan provide?

On-site services (enrollment, account reviews, education) ARSI 47%

LI Provide Both In-house and via Third Party Administrator

5% 73% 23%
34% |

5% 8% 66% 21%

8% 23% | 60% 10%
15% 13% 68% 5%
18% 15% 18% 20%

30% 23% 30% 18%
34% 3% 59% 3%
39% 0% 58% 3%
40% 0% 60% %
44% 2% 53% 2%
52% 0% 48% 0%
64% 2% 34% D%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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In terms of the extent to which respondents’ plans utilize various means of communication/education,
account balances and transactions were used by all responding plans, while on-site group
education/seminars, electronic statements and interactive retirement calculators were used by almost all
plans. Relatively fewer plans offered investment advice and used social media.

Fig 29
Which of the following means of communication/education does your plan utilize?
Do Not Use H Use (In-house) i Use (Third Party Administrator) L1 Use (Both In-house and Third Party Administrator)
Account balances and transactions J$/) 8%
Onsite group education/seminars (il 16% 40% I
Electronic statements 73 3%
Interactive retirement income calculators X/ 13%
Retirement income projections 3% 3% 13%
Fee disclosure/impact ﬁ 8% 21%
Paper/mailed statements 5% 7%
videos |EELA L 32% |
Newsletters (paper and electronic) LA 15% 30% |
CI T 13% | 11% 45% |
Webinars [IEE7A0 15% 20%
Financial literacy information 1% 7% 30%
Investment advice [ LA T Vo
Social media 41% ) 19% 20%
Ol% 1(;% 2(;% 3(;% 4(;% 5(;% 6(;% 7(;% 8(;% 9(;% 106%

FEES

The table below illustrates the typical fees, both administrative and investment, paid by the responding plans. As
shown, the larger plans in terms of assets tended to pay lower fees, as would be expected.

Fig 30
Averages
Net
Net Net Net Investment | Administrative
Investment Administrative Fees as % Fees as % Total Fees as

Fees Fees Assets Assets % Total Assets
All Respondents $2,670,610 $1,354,393 0.30% 0.15% 0.45%
Total Plan Under $150 Million $342,970 $110,330 ISD ISD ISD
Assets $150 to $500 Million $940,048 $578,344 0.28% 0.21% 0.49%
$500 to $1.5 Billion $2,928,613 $1,028,613 0.49% 0.16% 0.65%
$1.5 to $5 Billion $5,580,165 $2,921,181 0.20% 0.13% 0.33%
Over $5 Billion $18,113,177 $7,406,512 0.23% 0.10% 0.33%
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Finally, as shown below, three quarters of all responding plans charged loan origination fees, while
approximately half charged brokerage window administration, managed account and loan maintenance fees.
Fig 31

Which, if any, of the following categories of fees does your plan charge?
(Multiple responses allowed)

Loan origination 76%
Brokerage window administration - annual fee
Managed account

Loan maintenance (annual)

QDRO processing

Brokerage window administration - one-time fee
Hardship/unforeseeable emergency

Investment advice

Financial planning

Beneficiary administration

0% 20% 40% 60% 80%
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