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Househol dso desired pa
spending has implications for:

A retirement preparedness; and

A retirement income products.
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Existing studies, which assume different
spending patterns, offer conflicting
assessments of preparedness.

Percentage of Households AAt Risk: 0 NRRI vs
60%
50%
40% -
20% -
8%

0% - | |

NRRI (2016) Optimal savings (2004)

Scholz and Seshadri

Notes: The age range for the NRRI results i690the age range for the optimal savings results-8151

SourcesAl i ci a H. Munnel |l , Wenliang Hou, and Geoffrey T. Sanzenbacher. 2
| mpr ov e me nissueiinBrieA®11 Gentar for Retirement Research at Boston College; and John Karl Scholz and Ananth Seshadri.
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NRRI shows half of t O0C
at risk.

A NRRI uses target replacement rates, derived from-ayitee
model that smooths spending.

A Households have steady spending over their work lives.

A Retirees purchase an inflatiadjusted annuity and annuitize
the proceeds of a reverse mortgage to maintain steady
spending in retirement.

SourcelAl i ci a H. Munnel | , Wenliang Hou, and Geoffrey T. Sanzenbacher. 20

CENTE Rfor I mpr ov e me nissueiinBriel®11 Genter for Retirement Research at Boston College.
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For the upcoming comparison, note that the
NRRI has risen since 2004 (date used In
Scholz & Seshadri) and risk declines by age.

Percentage of NRRI Households fAAt Risko by Age Gr

Age group 2004 2007 2010 2013 2016
All 43% 44% 53% 52% 50%
30-39 49 53 62 59 56
40-49 44 47 55 52 52
50-59 35 32 44 45 44
Note: The 2004 results reflect slightly different age groups: the youngest group is2@ard2the oldest is age-58.
SourcesAl i ci a H. Munnel | , Matthew S. Rutl edge, and Anthony Webb. 2015.
E v i d elssaean. Badefl5-5. Center for Retirement Research at Boston College; and Alicia H. Munnell, Wenliang Hou, and Geoffrey T.
Sanzenbacher. 2018. ANati onal Ret i r e melsstue inrBriefl& 1. Center foxxRetBememvs Mo dest | mp

CENTE Rfor Research at Boston College.
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Optimal savings model concludes that most
Ameri cans are Nnsaving

A This model assumes households want to equalaginal
utility of consumption over their lifetimes.

A When applied to thelealth and Retirement Stu@RS), the
model shows how much households should have accumulated

by their 50s.

A Comparing these estimated amounts to actual accumulations
S&S conclude that, in 2004, only 8 percent of households in
their 50s had less than optimal wealth.

SourceJ ohn Karl Scholz and Ananth Seshadri. 2008. fAAre ARII|l Americans Sa
CENTER for Annual Retirement Research Consortium Conference.
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The main differences between the NRRI and
the optimal savings model are:

A how households adjust their spending when their kids leave
home; and

A how households spend their accumulated wealth in retirement.
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These assumptions produce dramatically
different spending paths.

lllustrative Spending Relative to Income by Age for Households with Children

|  Retirement >

100%

Path 2- Few at risk

7504 _Path 1- Many at risk
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SourceAl i ci a H. Munnel | , Matthew S. Rutl edge, and Anthony Webb. 201 4. 1

CENTE Rfor Evi dence. 0 Wo r6kGeniegfor Retipemant Réseatchh at Boston College.
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Adjusting the NRRI for the differences In
spending paths produces virtually the same
share of households at risk.

Percentage of Households in Their 50s at Risk, 2004
40%

35%

30%

24%

20%

12%
10% I 8%
0%
Original NRRI NRRI adjusted NRRI adjusted Scholz and
for optimal for optimal Seshadri (2008

drawdown drawdown +
children

Notes: The age range for the NRRI results i©80the age range for the optimal savings results-8151
SourceAl i ci a H. Munnell, Matthew S. Rutledge, and Anthony Webb. 2014. i

CENTE Rfor Evidence. 06 Wo r6kCemegforRetipmant R2s@atch at Boston College.
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Which assumptions are right? Do parents
reduce their spending when kids leave home?

A We looked at this question using HE&ta linked to A2 tax
data from 1992010.

A The analysis focused on households married throughout the
period, with at least one parent eligible for a 401(k).

A It also looked at younger households usingSbevey of
Income and Program Participatidinom 19922008.
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The results showed a range of estimates for
iIncreased saving depending on the definition.

Percentagéoint Increase in 401(k) Saving for Households when Kids Leave

1.0% !
HRS definitionof kids leaving | SIPP
0 1
0.8% 0.7%
0.6%
0.6% -
0.4% -
0.3%
0.0% & :
Kids not at Kids not at Kids not at Youngestis 2:
home home and not inhome and not  and over
school continuously in
school
Sourcel rena Dushi, Al i cia H. Munnel | , Geoffrey T. Sanzenbacher, Ant hony

CENTE Rfor When t he Ki dslssueendBret6-8HIemes fdrdretirement Research at Boston College.
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But even the largest increase in saving was
miniscule compared to theory.

Percentagdoint Increase in 401(k) Saving for Households when Kids Leave, Estimated and Theoretical

15%

10%

5%

0%

12.0%

I

0.7%

Estimated increase

Theoretical increase

Note: The estimated increase is for the SIPP definition (youngest child is 23+), which is the highest estimate.
Sourcel r ena Dushi, Alicia H.

CENTE Rfor
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Which assumptions are right? Do people want
declining or steady spending In retirement?

Evidence for steady spending:

Af i nanci al pl annerso framewor k;
Aarguments for annuities (Gal 6s
A structure of state/local defined benefit plans; and

A introspection!
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|l n addi t

O n,

Zahr aos
most retiree spending goes for basic needs,
which tend to be steady over time.

Share of Average Annual Household Spending on Major Components, by Age and Year

Basic needs, 80.6%

65-74

9.6%[11.2%

12.0% &\

75+

2.9% 10.5%5.4%
Basic needs, 79.8%
NN
10.6%11.2% BERNN
I &I I
2.7% 8.3%6.3%
0% 25% 50% 75% 100%
m Housing B Health care ®Food
@ Clothing O Transportation ™ Entertainment
= Gifts, etc.

Notes: Numbers do not add up to 100 percent due to rounding.
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But many studies show that spending
declines as people age.

Average Household Total Spending by Age, 2017
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SourceSheng Guo, Jonathan Skinner, and Stephen P. Zeldes. 2019 (forthco

CENTERfor During Retirement. o0 Working Paper. Center for Retirement Research at
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The key question is whether declining
spending reflects declining income or a
rational choice.

Log Spending by Tercile of Saving Adequacy
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Conclusion

A Retirement spending is a crucial topic.

A Whether people want steady or declining spending determines
how many are at risk.

A If people want declining spending, then need to rethink
arguments for annuitigsespecially inflatioradjusted
annuities.

A If people want steady spending, then the share of households at
risk is large.
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Conclusion (cont.)

A But we have the tools to reduce the share at risk:
o fiXx Social Security;
o Mmake 401(k)s fully automatic;
o cover uncovered workers;
o consider the house a retirement asset; and
o Inform people of the benefits of working longer.
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This figure shows that retirement
preparedness has been declining.

Ratio of Wealth to Income by Age from tBairvey of Consumer Finan¢d9832016
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Income from defined benefit plans is falling
rapidly due to shift to 401(k)s.

Defined Benefit Plan Wealth as a Share of Employer Plan Retirement Wealth
at Ages 5156 for Middle Quintile Households by HRS Entry Cohort, 2016 Dollars

100%
75% 71.8%
56.1%
50% 48.5%
35 9%
28 2%
25%
0%
HRS Warbabies Early Mid Late

(75-86) (69-75) boomers boomers boomers
(63-69) (57-63) (51-57)

CENTERfor Sourcee Aut hor 6s cal cul at i on s Healtham RafirementStudifox2¢16.o0f Mi chi gan.
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Retirement wealth Is actually declining.

Retirement Wealth at Ages &b for Middle Quintile Households,
by Type of Wealth and Cohort, 2016 Dollars

$400,000

- ©SS wealthm DB wealth m DC wealth

$300,000 I I l

$200,000

$100,000

$0 -

HRS Warbabies Early Mid Late
(75-86) (69-75) boomers boomers boomers
(63-69) (57-63) (51-57)

CENTERfor Sourcee Aut hor 6s cal cul at i on s Healtham RafirementStudiQox2¢16.o0f Mi chi gan.
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INTRODUCTION

U As many Baby Boomers are approaching retirement, fewer of them are covered by
DB plans that typically generate a regular income in retirement and increasingly
have DC plans that build up benefits as an account balance.

U There has been an increasing demand for products and services that help clients in
decumulation in retirement as well as accumulation when they need to know:

A Whether they have enough money to retire.

A How to convert their assets into an income stream that will cover their needs in retirement.

U To design such products, precise assumptions on spending and budgeting for
different phases of retirement (pretirement, early retirement, and late retirement)
are crucial.

UFol |l owi ng EBRI 06s | i1 ne of research on th
spending patterns of the elderly as they transition into retirement as well as during
retirement.

EBRI COPYRIGHT 2019 37



DATA AND DEMOGRAPHIC CHARAC

U This study uses data from the Health and Retirement Study (HR2P26@hd the
Consumption and Activities Mail Survey (CAMS) to examine the spending pattern of
households with a financial representative d68065974, and 75or-older age groups
between 2005 and 2017, biennially.

U Households with a reference person 65 and older make up 60 percent of the sample.

U Average family size drops by agé he average household size for the overall sample was
2.15 members in 2016, with a high of 2.4 for thed6@ age group and a low of 1.8 for the
75-or-older age group.

U College education has increaséu 2004, the percentage of households with a college
educated reference person was 25 percent, compared with 33 percent in 2016.

U In 2016, homeownership among older households was 76 percent fob@4eds@ group
compared with 85 and 80 percent for the ®5 and 75-and-older age groups, respectively.

U Mortgagefree home ownership increases by age2016, 76 percent of homeowners-75
or-older had no mortgage debt compared with 60 and 40 percent of their counterparts in 65
74 and 50-64 age groups, respectively.

EBRI COPYRIGHT 2019 38



AVERAGE AND MEDIANGIIALSEARHNBM BRES
2002017, IN 2017 $S

60K55K56K
50K
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40K 36K37K37K
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S 8 8 8 &5 o o S 8 8 8 & o o ©O © © o o o o
N N N N N N N N N N N N N N N N N N N N N
50-64 65-74 75+

m Average & Median

Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS)
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AGE AND SPENDING CATEGORIES

U The average dollar amount spent on housing, food, transportation, clothing and entertainment goes
down as households grow older.

U The average dollar amount spent on health care cost and gifts and contributions either goes up or s
the same during all survey years. However, if we take into account that family size reduces with age

person average health care spending is larger for theo#blder age group compared with younger
households.
Percentage Difference in the Average Dollar Amount Spent
by 50-64 and 75and-older Age Groups, 2017

0% A Out of pocket health care cost
6%

A Gifts, contributions, etc.
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SHARE OF AVERAGE ANNUAL SPENDING ON NE
BY AGE AND INCOME DISTRIBUTION

High income 10% 39
b
N~
Low Income 10% 3%
- Highincome 12% 3%
N~
0
Low Income 12% 39
High income 44% 14% 3%
Low Income 47% 13%

13% 3%
8

0% 10% 20% 30% 40% 50% 60% 70% 0% 90% 100%

®m Housing mFood = Health Care mTransportation m Clothing
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MEDIARNTAL INGAMEPENDING TO INCOME RATIO, BY
2002017, IN 2017 $S
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Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS)
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PERCENTAGE WITH A DEFICIT AND AVERAGE DEFICI
(CONDITIONAL ON HAVING A DER2G1T), BY AGE, 2005
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Source: Employee Benefit Research Institute estimates from the Health and Retirement Study (HRS)
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PERCENTAGE WITH A DEFICIT, BY AGE-20MD INCON
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MEDIAN BUDGET NBEINOUSING WEAILICHCONDITIONAL ON
HAVING A DEFICIT, BY AGE AND HR@OME PEBYEISS005
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MAIN TAKEAWAY S

N Average annual total spending is lower for households in older age groups compared with those
INn younger age groups.

N On average, households spent less on housing, food, transportation, entertainment, and clothing
as they grew older. Taking into account the reduction in family size, the average dollar amount
spent on health care and gifts and contributions, is higher for older age groups.

N Housing is the largest spending category for every age group.

N The average share of budget allocated to health care costs and gifts and contributions, is higher
Tor older age groups.

NOn average, lonwincome households, spend larger share of their expenses on necessities
compared with those with a high income.

N Median total income was lower for households in older age groups. In addition, they had higher
median spendingp-income ratios than younger age groups.

N The fraction of households who spent more than their income increased with age. However, the
average amount overspent was lower for older age groups compared with younger age groups.

NWe show some evidences that suggest, households with low incomes are more likely to spend
down their liquid assets to cover their expenses as they grow older.

EBRI COPYRIGHT 2019 46
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Annuities provide more income and security
than individuals can attain on their own.

Income Produced from $100,000 by Drawdown Strategy

$8,000
$6.340 Annuitypurchase
$6,000 - _ Option4:
Optl0n3: RMD
Life-expectancystrategy - T T =~
-~ N
$4,000 --" S
- - <
-~ 2 )
- += N\
483 \
c ‘%‘ 8 \
$2,000 22w Option2:
Q. C .
oz w Longlife Strategy
3
$O T [ [

65 70 75 80 85 90 95 100 105
Age

Notes: The annuity amount is from a quote as of 7/1/19 forye&Eold male in Massachusetts. The other calculations assume

a 3percent nominal annual return, based on the yield on AAA corporate bonds vw#a2taturities in August 2019.

SourcesT h e  w eitbngedidteanndities.comé and aut horsdé calcul ations.
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http://immediateannuities.com/

But few people annuitize. Potential
explanations are:

A bequest motives;

A cost of annuities, due to adverse selection and loading;

A crowding out by Social Security, family members, and
self insurance;

A precautionary saving; and

A irrational resistance.

CENTERfor
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Embedding annuities within DC plans may
address some barriers.

A But only 710 percent of employers offer such an option.

A The three leading examples of embedded annuities are:
o Tl AA6s Traditional Annui ty,;
o Uni ted Technologies Corporat.

Strategy; and
o Guaranteed Withdrawal Lifetime Benefit products.

CENTERfor
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An alternative to commercial annuities Is
additional Social Security income.

A Thaler and others have proposed buying an annuity directly
from the Social Security Administration (SSA).

A SS income has advantages over private annuities, as it is:
o guaranteed by the government;
o Inflation adjusted; and
o Its price would not include marketing costs or profits.

A This proposal is straightforward, but involves:
o legislation;
o additional administrative staff at SSA; and
o transaction costs, as people must actively buy the product.

CENTERfor
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Another way to get additional annuity
Income from SS Is by delaying claiming.

A Benefits claimed at age 70 are 76 percent higher than at 62.

A Households can tap defined contribution (DC) wealth to
Abri dgeo between retirement an:¢

AThe bridge would pay out the i1
Amount every month, between ages 60 and 69 or until the
assets allocated to the bridge run out.

A The bridge can be adopted by plan sponsorsinmaybe
even as a defaultwithout legislation.

CENTERfor
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This paper compares the Social Security
bridge to iImmediate and deferred annuities.

A The analysis assumes that immediate and deferred annuities
are bought at 65, with the deferred payouts beginning at 85.

A 20 or 40 percent of assets are allocated to lifetime income for
medianwealth households.
o For higherwealth households, less wealth is required to
exhaust the possibility of delayed claiming.

A Individuals consume following the RMD rule of thumb.
o For deferred annuities, remaining assets are steadily
consumed until exhausted at age 85.

CENTERfor
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The analysi s comput es
of each option relative to no annuitization.

A Each option is assigned the amount of starting wealth required
to attain the same utility as when no wealth is annuitized.

A This dollar amount is then normalized by starting wealth, so
that the equivalent wealth of no annuitization is 1.

A The better the option, the lower its equivalent wealth (i.e., less
wealth is needed to attain an equivalent level of utility).

CENTERfor
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The model also accounts for several risks.

A Market returns and variance are calibrated to historical data.
o Assets are allocated to equities and bonds following a
Vanguard TDF.

A Health shocks occur with probability 0.1, at a magnitude
corresponding to the 9(ercentile of health spending by age.
o Shocks are paid out of assets; when they are exhausted, out
of income.
o Consumption has a floor of $10,000 (Medicaid income
test).

A Households are assumed to retire at 65, with mortality from
SSA tables.

CENTERfor
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Il n uti Il i1ty terms, the
option for mediarwealth households.

Equivalent Wealth for Single Households of Median Wealth, by Strategy

1.00 1.001.00

@ Men mWomen
0.910-92
08 85 0.860.86
0.820.82
0.80
0.760.76

060 T T T T [ |
No Immediate Immediate Deferring Deferring Deferred
annuitization annuity annuity Social Social annuity

(20%) (40%) Security  Security (20%)
(20%) (40%)

SourceAl i cia H. Munnell, Gal Wettstein, and Wenliang Hou. 2019. fAHow Be

201913. Center for Retirement Research at Boston College.
CENTER for

RETIREMENT
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For wealthier households, the bridge and

deferred annuities are similarly beneficial.

Equivalent Wealth for Single Households of"Percentile Wealth, by Strategy

1.00 1.001.00
mMen mWomen
0.92
0.9 0.89
0.88 0.87
0.85gm
0.80
0.60 | ‘ ‘
No Immediate Deferring Deferred
annuitization annuity  Social Security  annuity
(20%) (20%) (20%)
SourceAl i cia H. Munnell, Gal Wettstein, and Wenliang

201913. Center for Retirement Research at Boston College.
CENTER for

RETIREMENT
RESEARCH
at BOSTON COLLEGE

Hou.

20109.

71
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Even for the wealthiest, the bridge Is a
component of the begerforming portfolio.

Equivalent Wealth for Single Households of"®ercentile Wealth, by Strategy

1.001.00
1.00
0.950.95 (940-95 O Men mWomen
0.910.91
0.88 0.890.90
0.84 0.83
0.80
0-60 I I I I I I !
No Immediate Deferring Deferred Immediate Deferring Deferring
annuitization annuity Social annuity annuity Social Social
(10%) Security (10%) (20%) Security + Security +
(10%) deferred immediate
annuity annuity
(10%+10%) (10%+10%)
SourceAl i cia H. Munnell, Gal Wettstein, and Wenliang Hou. 2019. fAHow Be

201913. Center for Retirement Research at Boston College.
CENTER for

RETIREMENT

R "TARCUY 12
-\[ SEARCH
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Drawdown of retirement assets IS a
challenge that is only really beginning.

A The first cohorts completely dependent on DCs are still early
In their retirement.

A Lifetime income products can provide both insurance and
guidance on how quickly to consume.

A The Social Security bridge option has many advantages over

commercial annuity products.
o The nbridgeo may be the best
households, and a promising component of the drawdown

portfolio for wealthier ones.

CENTERfor

RESFARCH
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CENTERfor
RETIREMEN

Thank you!

@ https://crr.bc.edu

@RetirementRsrch
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Designing an income solution f=

AWhat do Anot running out of moneyo or fise
0 Annuitize everything?
o Why do managed payout funds not satisfy?

o Dybvig[ 1 9 9Bu$enberiy's Racheting of Consumption: Optimal Dynamic Consumption and
|l nvest ment Given Intolerance for any Decline 1 n Stal

A Use of lifetime income guarantee

o Scott, Watson, Hu [ 2010] : A Wh a Makes a Better Annul
o Hu and Scott [2007]: fABehavi or pilinsgkeslatelde SPENGIRGg t he A\
o Scott [2008]: NnThe Longevity nui ty: An Annui ty f or

A Desire for liquidity

A Desire for potential upside

All validated with participant research

A Desire for bequest



Income+ design led by research

Managing for income

A Protect from market, rate changes
A Potential growth opportunity

A Flexible cash flows

A Payouts for lifel

Portfolio Age 65

Bond Funds Growth Potential

Bond Funds Convert stocks to bond funds each year
Stock Funds

1

65 85
Income Floor Lifetime Income

For illustrative purposes only.
1 Lifetime income guarantee requires out-of-plan annuity purchase. Issuer minimum req-... «...c..cc ...c, —po, -



Social Security =

A When to claim?

o Shovené&Slavovf 2012]: nThe Decision to Delay Soci al Secur i
0 No simple rule of thumb; most households leaving a lot on the table
o BBA 2015 rule changes

A Proprietary Social Security optimization engine
o Personalized recommendations for claiming strategies
0 Singles, couples with different ages & earned benefits
o0 Explicitly model longevity uncertainty
0 Report improvement in expected lifetime benefits



What 0SS next ?

A What decisions do people need the most help with?

A What are the biggest mistakes retirees make?



Frontier research (1) =

A Pension distribution choice

o Bronshtein, Scott, Shoven, Slavov[ 201 6] : ALeaving Big Money on the Ta
Del aying Social Securityo

A Is optimal retirement spending flat?

0 Hurd and Rohwedder[ 2011] : AEconomic Preparation for Retireme

o Ebrahi mi [ 2019] : nSpending Patterns of Ol der Househ:
Change Over Time?o

o Scott, Shoven, Slavov, Wat son [i n progress]: ACan Low Retiremen

A Optimal portfolios for taxable and tax  -advantaged accounts

A Tax-efficient drawdowns

0 Sumutka, Sumutka, Coop er s mi t -Efficlert Retirednpjent With@irawal Planning Using a
Comprehensive Tax Model o

o Cook, Meyer, Reichenstein[ 20 15 J-Ef fhiTaixent Wit hdr awal Strategi eso



Frontier research (2) =

A Optimal long -term care planning

0)
o)
)

Brown and Finkelstein [2007TerminWayei bnsheaMaek80 5 m:
Davidoff [2008]: A -Insutance; Thie CasdHob LorsgiTre g ma Caf elof

Zhou-Richter, Browne, Grundl[ 201 0] : ADonot They Care? Or, Are They
and the Demand forLong-Ter m Car e I nsuranceo

Koijen, Van Nieuwerburgh, Yogo[ 2016] : #fAHealth and Mortality Delta:
Household I nsurance Choiceo

Ameriks, Briggs, Caplin, Shapiro, Tonetti[| 2 01 8] : {léimMr@arellnsunagce Puzzle: Modeling
and Measuremento



WASHINGTON UPDATE

Chris Gaston, Senior Policy
Director, Davis & Harman

EBRI EMPLOYEE BENEFIT
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EBRI-ERF Policy Forum
Washington Update
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Chris Gaston, Senior Policy Director
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Impeachment: 101

85

The House votes on the selected impeachment case.

At least 218 out of 435 votes are needed to approve any of the articles
of impeachment presented by the Judiciary Committee.

i Votes needed

to impeach

218 217

of 435 seats —{
rY

If the House votes to impeach the president, \ Y N F !
the Senate holds an impeachment trial. A’M‘

lll (LY | lll LAY |

After the trial, the Senate votes on impeachment.

|l

\Votes needed

@ to impeach @

67 33

of 100 seats
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2020 is only 327 Days Away!

x Expand Social Security benefits; raise payroll taxes
x Repeal all or most of the 2017 tax reform law

X Support for financial transaction tax

X Limited set of proposals on private retirement savings

87




88

(I x Ol 2AEOA Ac¢m8u 40

Employer Medicare contribution ($8.8 trillion)
Additional take-home pay subject to taxes ($1.4 trillion)

Targeted taxes on financial firms ($900 billion)
FTT ($777 billion)& nAsystemic risk feeo

Taxes on large corporations ($2.9 trillion)
Taxes on wealthy individuals ($3 trillion)
Bolster tax enforcement ($2.3 trillion)
Immigration overhaul ($400 billion):

Eliminate OCO funding ($800 billion)

$100

bi |l |l 1 on




PETE’S POLICIES WILL:

PROTECT

SOCIAL SECURITY

FOR THE NEXT GENERATION
WITHOUT CUTTING BENEFITS

REQUIRE

SOCIAL SECURITY

TO RECOGNIZE
CAREGIVING AS WORK

INCREASE

SOCIAL SECURITY

BENEFITS TO KEEP VULNERABLE
SENIORS OUT OF POVERTY

89

PETE’S PLAN WILL:

Create a portable

PUBLIC OPTION 401 (K)

with low fees and smart investment options so
workers, not financial institutions, make extra

money on hard-earned savings.

Design Toolkit

Expand retirement savings among the

62 MILLION WORKERS

locked out of tax-preferred retirement savings.

e base for downloading the graphic a
grassroots campaign. Show us what y|
HTeamPete.

Help American families

WEATHER FINANCIAL
EMERGENCIES

with a Rainy Day Account
within the Public Option 401 (k).
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What candidate
Trump said about
retirement savings
policy during the
campaign:

1. Nothing.

1 [” DAVIS &

HARMAN e
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Previously onSECURE T¥ 8

TAX CHANGES TO ENCOURAGE RETIREMENT SAVINGS

LIVE

" ' H {Rﬁf
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REPUBLICAN, 187 3 ¥ 7
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What is in the SECURE Act

93

Approved 417 -3 by the House on May 23"

@ o

Encouraging small Encouraging
businesses to have a lifetime income
401(k) plan products
} Fiduciary protection for
} "Openo multiple employers who select

employer plans an annuity provider to

: offer lifetime income
}Increased start-up products
business credits 5
: }  Lifetime income
} New tax credit for disclosure on 401(k)
using auto features statements

} Enhanced portability of
in-plan annuities

-

Encouraging
and preserving
savings
Increase RMD age to 72

Allow IRA contributions
after age 702

Increase auto escalation
cap to 15%

Coverage for long-term
part-time employees

529 plan expansion

=y
i




Status of Securing the SECURE Act




What Changes and When

@l Years on or
After 2020

~

95

[ALIDA
disclosure: 12
months after DOL
regs

A529 changes:
2019 distributions
and beyond

AAnnuity safe
harbor:
enactment date

KN

A72 RMD age

A Stretch IRA

ABaby
Withdrawals

AIRA $$ beyond 70
1

Alncreased $$
credits for
starting a plan

ANew tax credit for
auto features

APortability of
lifetime income
products

Alncreased auto

\__ escalation cap

p
A Open MEPs

A Long-Term
Part-Time
(2024 to join

plan)

J

~N




Emerging Leaders on Retirement (Again)

96

Rob Portman (R-OH)
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The Retirement Security and Savings Act

—
1111

Lifetime
Income

QLAC Changes

RMD Relief for
Partial Annuitization

RMD Exemption for
Accounts Under
100K

RMD Age to 75 in
2030

Plan
Administration

Credit for Plans that Consolidated

Adopt Re-Enrollment Disclosures
Enhanced Start-Up Expanded Self-
Credit for Small Correction
Businesses

| Eliminate Notices for
Expanded Sav e Udesarolled Participants
Credit

| Allow 403(b) Plans to
Student Loan Invest in CITs
Matching
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Retirement Plan Simplification and Enhancement Act

N

1111

Lifetime
Income

QLAC Changes

RMD Relief for
Partial Annuitization

RMD Exemption for
Accounts Under
250K

RMD Age to 73 in
2029

Enhanced Start-Up
Credit for Small
Businesses

Portability of Lifetime
Income

Post 70 12 IRA
contributions

Plan
Administration

Long-Term Part-Time
Coverage

Expanded Self-
Correction

Increase Auto
Escalation Cap

Recoupment of
Overpayments



What does 2.0 Look Like?

o

Portm_an bad
Cardin THE Jo8

DONE__

Other *"'° Neal
ldeas 20 Bills
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DOL EDelivery Safe Harbor

101

Proposal Published October 23, 2019

U Proposed safe harbor is optional
U 21 questions on ERISA disclosures

U Comments were due November 22, 2019

x More than 250 Comments were received
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DOL EDelivery Safe Harbor

=

Covered
Individuals

Retirement plans
only

Must have email
address or
smartphone
number

Procedures for
email accuracy

/" \

Notice and
Access

Initial Paper Notice

Notice of availability
each time (with
exception)

Posted online until
superseded

Right to Paper

Participant right to:

individual
documents

NS ome
documents

or

al | o



DOL Fiduciary ReRe-Proposal

Targeted for end of 2019

Implications of Secretary
Scalia

State fiduciary developments

103 !
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Time Is short...what can get done?

DECEMBER

S N T W T F S
2 CHENENED
15 19 20 4

22 23 24 25 26 27 28
29 30 31

5 legislative

days to keep
the
government
open

5 legislative
days left in
2019



The Departure Lounge

The Washington Post

Trump's takeover of GOP forces many
II()usc I{epubll ans Lo head for the exils

ASince Trumpbds I naugurati on
Post analysis shows, nearly 40 percent of

the 241 Republicans who were in office in

January 2017 are gone or leaving

because of election losses, retirements

including former House speaker Paul D.

Ryan (Wi s. ) éo

106 | The Washington Post, 9/23/19



Trump Administration Turnover

107

The president’s 'A Team': Turnover from year to year

CYear1 @Year2 @Year3d @Year4 @ Total turnover
100%

[8=]
]
o

Percent turnover

Presidential administration

H B
The Brookings Institution, November 2019 H
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NETWORKING BREAK

PLEASE RETURN BY 11:15 A.M.

EBRI 109




PRICE AND QUALITY TRANSPARENCY AND OTHEI
INITIATIVES TO ADDRESS HIGH COST CLAIMANTS

PaulFronstin
Director, Health
Research &

Moderated by: Education Program,

Steve Wojcik, Vice
President, Public
Policy, National

Business Group ¢
Health

Marybeth Gray,
Senior Vice Presiden
of Health & Welfare
Consulting Trion
Consulting, a Marsh
& McLennan Agency,

EMPLOYEE BENEFIT
RESEARCH INSTITUTE

EBRI

Adam o0Bucko @
BuckalewDeputy
Health Policy

Director, U.S. Senate
Committee on

Health, Education,
Labor and Pensions

Martin Ahrens, Senior
Director, 1&FS, Health
Management
Service, National
Rural Electric
Cooperative
Association
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Price and Quality Transparency and Other Initiatives
to Address High Cost Claimants

Paul Fronstin, Ph.D.

Employee Benefit Research Institute

December 12, 2019




Percentage of Persons With Private Health Insurance Under Age 65 Enrolled
iIn HDHP or CDHP, 20071 2018

50% -

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

5% -

0% -

EBRI

2007

EMPLOYEE BENEFIT
RESEARCH INSTITUTE

19.3%

2008

® HDHP (no HSA or HRA) = CDHP (HDHP with HSA or HRA)

46.0%
43.7%
39.4%
36.9% 36.7%
33.9%
31.1%
29.1%
25.3%
22.5%
20.3%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Source: Figure 11 in https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201811.pdf and Figure 3 in

https://www.cdc.gov/nchs/data/nhis/earlyrelease/insur201306. pdf S

© Employee Benefit Research Institute 2019



Data

A Truven Marketscan Database

A Medical and pharmacy claims data on 14-16 million people with employment-based health benefits
In any given year between 2013-2017

A 5.8 million individuals with employment-based health benefits trackable over 2013-2017

A Limitations of using continuously enrolled sample
A Missing many $1 million babies

A Missing other potentially high cost claimants who drop from sample because they become disabled, eligible
for Medicare or pass away

EBRI EMPLOYEE BENEFIT © Employee Benefit Research Institute 2019 113
RESEARCH INSTITUTE




Distribution of Health Spending, Among Individuals with Employment-

5%
10%

20%

EBRI EMPLOYEE BENEFIT
RESEARCH INSTITUTE

Based Health Coverage, Continuous Enrollment in 2017

28% $120,500 $168,500 $
56% $41,500 $65,315 $
70% $23,500 $41,300 $
84% $12,700 $24,900 $

Source: EBRI analysis of Truven Health Analytics MarketScan® Commercial Claims and
Encounters Databases.

Percent

Minimum
Percentage o| Percentage o Median Spending Perl Mean Spending P4 Spending Pen Reaching OO
Enrollees Spending Person Person Person Maximum

1%

80,000 70-80%
23,000 60-70%
12,000 50-60%

5,400 30-40%

114
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Potential Implications

EBRI

EMPLOYEE BENEFIT
RESEARCH INSTITUTE 115

The highest users might not care about price transparency. They only care about the cost to
them, which is often going to be nothing.

The highest users should care about quality transparency.
The highest users might use price transparency tools before they become high users.

Price transparency may affect provider pricing because of its availability, rather than through
consumer engagement.

NBER paper from 2015 AWhat Does a-Shareglanéleaithb| e Do
Care Prices, Quantities, and Spending Dynamicso
price shop after 2 years in an HDHP.

It may take more than 2 years to change a culture once appropriate price transparency tools are
available.

© Employee Benefit Research Institute 2019



MARSH &MCLENNAN
AGENCY WORLD CLASS. LOCAL TOUCH.

Employee Benefit Research Institute
December 2019 Policy Forum #86

Marybeth Gray

Sr VP Health & Welfare Consulting .
Trion a Marsh & McLennan Agency m m

MBGray@ Trion.com A
MBGrayHealthcare.com VISION 4
610-207-8985

December 12, 2019




Lets Look Ahead
Our Current Marketplace

9+ 4

LR S s ioed —..3.1""__. n

e e 7T R e,
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Imagine 10 years ago saying:

AYoud!l |l make your babyos 'icres p

AYoudl |l stay in a stranger& apartn
airbnb

AYouodl | trust a robotoo manage Yyou

AYoudl |l never buy aﬂ1’ar music alb

AYoudbl |l get out of a te mthout P

AGENCY,LLC A Trion Proprietary and Confidential. Not to be distributed.


https://play.google.com/store/apps/details?id=com.facebook.katana&hl=en_US

Demographic Analysis Dashboard

Characteristics

Formative Experiences

Signature product

Aspiration

Attitude towards career

Communication media

Benefit Preferences

Traditionalists

(1925-1945)

A wwii
A Fixed gender roles
A Nuclear families

Automobile

Home ownership

Jobs are for life; loyalty;
respect for authority

Formal letter

Not Surveyed

Understanding Your Generational Workforce

aby Boomers
(1946-1963)
a

B
5

AR RN

A Cold War
A Vietnam

A Watergate
A Woodstock

Television

Job security

Live to work;
collaborative; driven-
achievement oriented

Telephone

Health care; expanded
health care; better 401k
matches; better
investment choices

Generation X
(1964-1980)

A End of cold war
A Fall of Berlin Wall
A First PC

A Latch-key kids

Personal computer

Work-life balance

Work to live; distrustful;
independent; skill-
oriented

Email and text message

Health care; better 401k
matches; flexible work
schedules; more
vacation

Millennials
(1981-2000)
o

ARaisedby fAhel
parentso
A Reality TV

Tablet/Smartphone
Freedom and flexibility

Work/life blending; hard
working; seek
recognition and
feedback; career and
community oriented

Text or social media

Health care; flexible
work schedules;
reimbursements for
education and tuition;
more vacation; wellness

SIS -, L. A
A 9/11 terrorist attacks

Generation Z
(Born after 2000)

i CA Global warming
AMBbile devices
A Cloud computing

Google glass, 3D printing

Security and stability
TBD

Hand-held devices

Source: Incentive Research Foundation; Generations in the Workforce & Marketplace: Preferences in Rewards, Recognition and Incentives. Mult-Generational Workforce/Employee
Benefits/Barclays. Minnesota Life: Benefit Needs by Generation.

MARSH & McLENNAN AGENCY,LLC A Tri on Proprietary and Confidential. Not to be distributed.
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HEALTH
INNOVATIGON
ISSUE

WHO GETS

TO BE
HEALTHY

by Francis S. Collins * Raj Panjabi
Jennifer Doudna *» Bernard J. Tyson

WHAT WOMEN NEED

by Angelina Jolie

THE

ROBOT
WILL
SEE YOU
NOW

by Corinne Purtill

SOLVING SUICIDE

by Mandy Oaklander

A HISTORIC
FACE TRANSPLANT

by Jamie Ducharme

ELECTRIFYING
MEDICINE

by Alice Park

November 4, 2019

The health innovation issue: a new approach to
suicide prevention, robotic caregivers, a plan to
MARSH & MCLENNAN AGENCY,LL C A Tri on combat the high price of insulin, and more. 120



Medicare for all?

1.3 Trllllon Dollars

The annual budget of the Centers for
Medicare and Medicaid Services,
accounting for almost one-third of all
federal spending, of which spending
on drugs is the fastest-growing
portion, according to administrator
SEEMA VERMA

What would
Medicare
for all cost?

$20.5
Trillion

121



Di d

CMS

Just

Decl ar e

2021 NThe

How New Price Transparency Rules May Impact Payers and Providers

MARSH & McLEN

®& OLIVER WYMAN

Overview of the Recent Price Transparency Regulations Released Nov. 15

@ HOSPITALS

OPPS Price Transparency Final Rule (CMS-1717-F2)

Relevant regulatoryrule
Rule status
Enactment date

Summary provisions

Exceptions allowed

Penalty for
non-compliance

#OWHealth

Final

January 1, 2021 (official)

All hospitals must publish:

Comprehensive “standard charges” file
covering all services offered

— Gross charges

— Discounted cash prices for self-pay

— Payer-specific negotiated charges

— De-identified min. & max. negotiated charges
Consumer friendly price tool for searching
negotiated, payer-specific rates for 300 services,
70 of which CMS has specified and 230 others
the hospital may choose

Federally owned/operated sites thatdon’t
serve the public or negotiate rates (VA, DoD,
Indian Health Service facilities)

$300/day (not automatic; requires a complaint filed with

CMS, which may be followed by a warning notice from
CMS, and finally a fine)

HEALTH INSURERS AND GROUP PLANS

Transparency in Coverage Proposed Rule (CMS-9915-P)

Proposed (currently in a 60-day comment period)

January 1, 2021 (target)

Health insurers and group health plans must provide:

» Internet-based price transparency tool for
consumers to find personalized out-of-pocket cost
information for all covered services in advance

Public website with negotiated rates for

in-network providers and historical payments to

out-of-network providers in a standardized format
Plans will be allowed to include consumer incentives
for shopping into MLR

Plans grandfathered under ACA
(i.e., in existence as of March 23, 2010;
does not apply to “grandmothered” plans)

TBD - Not specified

Source: Oliver Wyman analysis

HHS.gov (https: / /www.hhs.gov/sites /default /files /cms-1717-f2.pdf | https: //www.hhs.gov/sites/default /files /cms-9915-p.pdf

health.oliverwyman.com

Year

122

o



The Front Door to Accessing Healthcare is Changing!

MARSH & McLENNAN AGENCY,LLC A Tri or o 123



Market Disruption
Major Movement is the New Normal

U UnitedHealthcare ~ CVSHealth ~ amazon mixsis ¢ Cigna amazon Walmart
D/Ca/lta- a'Etna JPMORGAN CHASE & Co. i.ﬁ‘, EXPRESS SCRIPTS® I':iuk HUITICI na.
K4 dC
UnitedHealth Group CVS purchases Amazon, Berkshire Cigna announces Amazon acquires Walmart and
buys DaVi 1 Aetnafor $77B, Hathaway, JP purchase of online pharmacy Humana in talks
Physician Network deal closed Morgan Chase Express Scripts PillPack who is to expand current
for $4.9B 11/28/18 form coalition for for $70B, deal licensed in 49 onsite clinic
their own closed 12/20/18 states relationship into
employees : ; other healthcare
: : offerings
) 4 ) 4 ) 4 ) 4 ) 4 ) 4
° ° ° ° ° °
12/3/17 12/6/17 1/30/18 3/8/18 6/28/18 ongoing

MARSH & McLENNAN AGENCY,LLC A Tri on Proprietary and Confidential. Not to be distributed. 124
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Pharmacogenomics Precision Medicine

Pharmacology + Genomics

GeneSight® Psychotropic Test

Genetics affects our response to drugs.

Ef fecti ve, safe Rx tailored to the

Improves drug safety.

Decrease rate of adverse effects (a leading cause of death/morbidity).

Minimizes trial and error prescribing.

Savings in pharmacy spending, healthcare utilization, disability claims, etc.

QOBQQE

Source: National Business Group on Health Using Genetics to Guide Treatment, September 2018.

MARSH & McLENNAN AGENCY,LLC A Tri on Proprietary and Confidential. Not to be distributed.
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EDITOR'S PICK | 2,472 views | Oct 22, 2019, 8:15 am

FDA Approves Cystic Fibrosis Drug
Applicable For 90 Percent Of
Patients

NNNNNNNNNNNNNNNNNN



Novartis gets FDA approval
for world’s most expensive
drug

By Imelda Cotton - May 28, 20179

Muscular Atrophy
Treatment

Most expensive
RX in the US today
at $2.1 Million

The FDA has approved Novartis' Zolgensma drug,
which carries a hefty US$2.125m pricetag.

SHARES

A rare genetic disorder which limits an infant’s
lifespan to just 24 months could be cured with a
groundbreaking new gene therapy approved by
the US Food and Drug Administration but at
over US$2 million per dose, it could well be out

of the financial reach of families who need it the
MARSH & McLENNAN AGENCY,LLC A Tri on most. 128




Zolgensma, which costs $2.1 millionper pati ent é

It brought in $160 million in the three months to Sept. 30, its first full quarter of
sales.

That was well above analyst expectations of around $98 million.

Some Large Employers are revisiting the
need for stop | osseé

MARSH & McLENNAN AGENCY,LLC A Tri on Proprietary and Confidential. Not to be distributed.
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Swift Gene-Editing Method
May Revolutionize Treatments
for Cancer and Infectious
Diseases

By GINA KOLATA JULY 11, 2018

Scientists report that they have
discovered a way to tweak genes in
the body’s immune cells by using
electrical fields.

MARSH & McLENNAN AGENCY,L L C A 1
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Employers Held Health Benefit Cost Growth To 3.6% In 20187 B u t

Above CPI
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Bureau of Labor Statistics, Seasonally Adjusted Weekly Earnings from the Current Employment Statistics Survey (April to April).
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Average Per-employee Cost Rises Above $13,000 in 2019

Sample Clientds Projected 2019 Per Employee Cost is $12, 9

$13,455

$13,046

$12,985

$12,374

$12,148

Sample Client All employers Employers with 10-499  Employers with 500 or more
employees employees
m2017 m 2018 m 2019

Sour ce: Mer cer 6s N a t iSponsaréd H8althr Plarsy20186. fTotaEheadth beryet cost includes medical, dental, Rx, vision and hearing benefits.
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Last month - NEWS

The Kaiser Family Foundation published its annual survey findings on employer-
sponsored health plans, which was quickly covered by The Wall Street Journal,
The New York Times and Bloomberg for good reason:

The annual cost of a family plan has now surpassed $20,000 While this amount
takes into account both employer and employee costs, Kaiser found that the
employee cost share is increasing at a faster rate, calling the affordability of

health insurance into question.
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https://ww2.businessgrouphealth.org/acton/ct/32043/s-07c6-1909/Bct/q-00e1/l-dyn-contact-0002:2aed/ct1_0/1?sid=TV2:ixS5rVSu8
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https://ww2.businessgrouphealth.org/acton/ct/32043/s-07c6-1909/Bct/q-00e1/l-dyn-contact-0002:2aed/ct4_0/1?sid=TV2:ixS5rVSu8

Top Three Most Important Benefits When Considering a Job Decision

Health insurance 73%
Retirement savings plan

Dental or vision insurance

Traditional pension or defined benefit plan

Life insurance 14%

2%

of employers
increased benefit
offerings in the last
12 months to retain
employees

Retiree health insurance 10%
Disability insurance

Long-term care insurance

Supplemental health, critical illness, cancer
or accident insurance

Other benefits

None of these 11%

Health benefits consistently top the list of benefits employees feel are most

important in decision to stay in a job or pick a new one. Would ICHRASs be enough?

Source: Employee Benefits Research Institute and Greenwald & Associates, 2018 Health and Workplace Benefits Survey. Source: SHRM 2018 Employee Benefits Survey
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Importance of employers providing programs that address well-being dimensions

Employees who Employees who
want physical want social health
health support support
A No significant A Generally have
difference higher incomes.
between groups.
Jroup A College
A Retail employees education.
are least
interested. A Government

sector
employees are
least interested.

A 55-64 are least
interested.

Employees who
want financial
health support

A Work from home.

A Health care
employees are
most interested.

A College
education.

A 25-34 are most
interested.

Source: Workplace Well-Being and the Employee Experience: Findings from the NBGH/Optum Well-being Survey, 2019.
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Employees who
want mental health
support

A Generally <55
years old.

A Females.
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@*5){ ELECTRIC CO-OPS: WHO WE ARE

What Is an electric cop?

A Private, independent electric utility business
A Owned by the consumer members they serve

A Consumers share the responsibility for success or failure
of a ceop

A Established to provide atost electric service

A Profits are either reinvested for infrastructure or the
members receive money back based on the amount of
electricity they have used during the allocation

A Many ceops are involved in community development
and revitalization projects



Who do electric capps serve?

A 42 million people in 47 states, or 12% of the U.S. population

AhOSNI b2 2F | YSNAOI Qa T NXa&

A 19 million homes, businesses, schools, churches, farms,
Irrigation systems and other establishments
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What does NRECA do?

A Lobby Congress
I Energy and Environmental Policy
I Government Relations

A Energy and environmental research & technology
A International division

A Education and consulting

A Training and conferences

A Insurance, employee benefits and financial services
A Group Benefits Trust / VEBA / 501c9

A Outstanding customer service



|1&FS Value Proposition

Ensure member cops, regardless

of their size or location, have access
to comprehensive, flexible and
affordable benefit programs for

their employees and dependents

<
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Employee Benefit Plans

A NRECA is fully séifsured; money paid to the Group Benefits
Trust for benefits is used to pay claims

A A variety of insurance plans are offered teaas who, in
turn, offer plan choices to their employees

I Medical, dental, vision
Prescription drug benefit
Life

Disability

Pension

401(Kk)

Investments
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Population Health Management

Diagnostic Conditions Conditions

Health Care Medical & Rx, Dental, Vision, Provider NetwoHsalth Navigation, Transparency,

Wellbeing

Incentive & Value Based Plans, fakdicine

Power Wellness ‘ Webl\l\ﬁ;)nl\a/lg (Ia-lrealth MyHealth Coaches Medical Management

wWSMART Program wMyHealth Survey wChronic Condition wCase Management

wEat SMART wMyHealth Assistants Management wUtilization

wMove SMART (online coaching) wDecision Support Management
wWellness Discounts wSummit wLifestyle Coaching wCare Coordination
wFitbit Program Health/Biometric Programs WSHARE

wDiscounts Screening wTobacco Cessation wCenters of Excellence

wDashboard wRewards for Life wWeight Loss wFirst Steps Maternity
wConsulting wChallenges wDiabetes Program wLife Strategy
wPrevention wHealthy Back Counseling
wWellness Champion Program wDisability

Management

Vendor Integration, Risk Stratification & Analytics, ACA
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Perecnt of Medical Plan Co-ops And Subscribersin High Deductible
Health Plans, 2010 - 2019
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Median Minimum
Percentagg Percentagg Spending Per| Mean Spending Spending Per
of Enrolleeq of Spending Person Per Person Person

1% 31% $129,500 $185,000 $ 87,600
5% 61% $39,600 $44,300 $ 24,500
10% 75% $16,500 $17,000 $ 11,900

20% 88% $7,300 $7,600 $ 4,800
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>

\4

Health Care Navigation / Transparency Services

>

\Y4

Musculoskeletal, Spine and Joint: Centers of Excellence

>

\Y4

Access to Behavioral Health via Telemedicine

>

\Y4

Pharmacy Programs
» PBM Evaluation
» Specialty Drugs

» Member Education



