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DEFINED CONTRIBUTION PROGRESS REPORT

14th

Annual
Survey

About the Report

NEPC conducted our 14t annual Defined Contribution Plan & Fee Survey, also known
as the NEPC Defined Contribution (DC) Progress Report. In this 2019 report, we are
continuing to focus on measuring financial success for DC plans and participants.
While defined contribution plans are inherently participant-directed programs, there
are features that plan sponsors and fiduciaries can adopt in order to improve
financial success for participants and retirees. This year, our report focuses on the
prevalence of plan features relating to increasing savings rates, professionalizing the
investment decision, and facilitating the distribution of assets at retirement.

Sample Size and Respondents

121 Defined Contribution Plans Average Plan
- 71% Corporate $1.1 billion in assets
- 20% Healthcare 12,437 participants

- 9% Public, Not-for-Profit and other
$135 billion in aggregate assets
1.5 million participants

Median Plan
$512 million in assets
5,440 participants

Additional Consulting Resources for Due Diligence of Plan Fees & Services

To support our clients’ due diligence of
record keeping, trust, custody and
investment fees, NEPC offers additional
consulting services including: record keeping
vendor search services, administrative
consulting around different fee models, and
investment expense studies to certify lowest
cost investments.

Report Methodology

NEPC gratefully acknowledges the
assistance of the industry’s largest DC
record keepers to assemble the data
used in this report. These include but
are not limited to,

+ Alight Solutions

» Ascensus

« Empower Retirement

» Fidelity Investments

« ICMA

* John Hancock Financial

* Lincoln Financial

* MassMutual

* Schwab Retirement Plan Services
e Prudential Financial

* T. Rowe Price Group

* Transamerica

e The Vanguard Group

» Transamerica Retirement Solutions
* Voya Financial

*  Wells Fargo

Data is as of December 31, 2018 and is
reflective of information provided by
client record keepers and other service
providers. Statistics marked with a “-"
did not have a large enough sample size
to include. The survey sample changes
year over year which can affect the
comparability of results.
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REPORT HIGHLIGHTS

Auto-features have been broadly adopted

Plan features like automatic enrollment and automatic increase
are widely considered solutions to the retirement savings
problem, as inertia has proven to be a very powerful behavioral
trait. Per our 2019 report, 68% of plans offer auto-enrollment
and 53% offer auto-escalation.

Investment menus have stayed largely the same

The number of core menu investment options (11) and the
provision of target date funds (offered by 96% of plans) have
remained relatively stable over the past several years. What has
changed is where participants have their assets invested, with
399%b of plan assets now invested in target date funds, on
average.

“Retiree-friendly” distribution features are common

The majority of plans in our 2019 report offer several types of
distribution options, including lump-sums, partial withdrawals,
installment payments and in-service withdrawals. Distribution
flexibility matters to older workers and retirees, as they’ll need
tools to create the income stream that best suits their retirement
needs.

*Sources: 2019 NEPC DC Progress Report and 2010 NEPC Plan and Fee Survey. The survey sample
changes year over year which can affect the comparability of results.

Auto-Escalation as an Opt-
Out Feature*

48%

2010 2019

Plan Assets Invested in
Target Date Funds*

2010 2019

Plan
Features

A\ N\ 4

Education & Investment
Engagement Solutions
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INCREASING SAVINGS RATES
PLAN DESIGN FEATURES

Automatic
Enrollment

Average Default
Deferral (%)

Automatic
Escalation

Offered as an "Opt-
Out” Feature (%)

Average Deferral
Cap (%)

Average Plan
Participation Rate

Corporate

76%

4%

65%

44%

9%

83%

Healthcare

549%

3%

25%

70%

Source: NEPC 2019 Defined Contribution (DC) Progress Report which includes
121 participating plans, including both NEPC clients and other organizations.
Data is as of December 31, 2018 and is reflective of information provided by

client record keepers and other service providers. Statistics marked with a

did not have a large enough sample size to include.
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PROFESSIONALIZING INVESTMENT DECISIONS

INVESTMENT FEATURES

Total Number of
Investments Offered

Target Date Funds
Offered

Plan assets invested in
TDFs (%)

Number of Core
Investments Offered

Brokerage

Managed Accounts

Corporate

23

95%

37%

11

58%

34%

Healthcare

23

100%

59%

12

79%

42%

Source: NEPC 2019 Defined Contribution (DC) Progress Report which includes
121 participating plans, including both NEPC clients and other organizations.
Data is as of December 31, 2018 and is reflective of information provided by

client record keepers and other service providers. Statistics marked with a

did not have a large enough sample size to include.
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PROFESSIONALIZING INVESTMENT DECISIONS

TARGET DATE INVESTMENTS

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

96%

95%

Custom TDFs are offered

by 24% of plans with

100%

% Offering TDF's

organizations.

>%$1B in assets

91%

88%

100%

% Off the Shelf TDF's

m Overall

Corporate

Active TDFs are more
commonly offered than
passive TDFs across all

plan sizes

A decade ago, 55% of
75% plans offered their
recordkeepers proprietary

65% 64% TDF offering

38%
31%

21%

% Actively Managed TDF's % Record Keeper Proprietary

TDF's
Healthcare

Source: NEPC 2019 Defined Contribution (DC) Progress Report which includes 121 participating plans, including both NEPC clients and other
Data is as of December 31, 2018 and is reflective of information provided by client record keepers and other service providers.
Statistics marked with a “-” did not have a large enough sample size to include.
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PROFESSIONALIZING INVESTMENT DECISIONS
CORE MENU OPTIONS

Capital preservation observations

37% of plans offer money market as
the sole capital preservation option
today versus 27% in 2010

The provision of both stable value and
money market options is most
common among large plans, with
23% of plans with >$1B in assets
offering both

Passive management observations

60% of plans offer a passive tier,
defined as 3 or more passively
managed funds including at least one
fixed income option

Large market observations

Consolidated core menus: 73% of
plans with >$2.5B in assets offer
between 6-10 options

Broader use of white-label options:
40% of plans with >$1B in assets
offer at least one white-label option

US Equity, Index

US Equity, Active
Foreign Equity, Active
Bond, Active

Foreign Equity, Index
Stable Value

Bond, Index

Money Market
Balanced

TIPS

Emerging Mkts
Company Stock
REITS

ESG

m Overall

Corporate

Healthcare

80% 100%

Source: NEPC 2019 Defined Contribution (DC) Progress Report which includes 121

participating plans, including both NEPC clients and other organizations. Data is as of
December 31, 2018 and is reflective of information provided by client record keepers
and other service providers. Statistics marked with a “-” did not have a large enough

sample size to include.
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DISTRIBUTING RETIREMENT ASSETS
FLEXIBLE SOLUTIONS

Distributing Retirement Assets

The reference book for older
workers and retirees hasn’t been
written

We'd like to shift the focus to

older workers and retirees, and
how defined contribution plans
can better support their needs

Plan sponsors and/or fiduciaries
should consider the role they
want the DC plan to play for
retirees

Define your demographic:
What % of your workforce and
retirement plan is 50 or older?

Discover your Plan: Look at
your plan rules. How are you set
up to support older workers?

Determine your philosophy:
Do you want to support your
workforce “through” retirement?

Shifting the focus to older workers and retirees

Review your
website

Look through the
lens of an older
worker. What
support is
available?

3\8

Engage with
your record
keeper

Get up to date.

What tools and
features are
available in an
IRA that are not
available in your
plan?

»
B

Consider
amending your
plan

v Catch-up
contributions

¥ Plan to Plan
rollovers

v Partial withdrawals

v Installments

¥ In-service
distributions

¥ In-plan Roth
conversions

s

Get the
word out

Communicate.

Try live and on-
demand webinars
and workshops,
e.g., Social Security
planning, HSAs,
Caregiver support.

v,

Assess

Are retirees and
pre-retirees staying
in the plan?

Rinse and repeat.
Good governance is
a process.

NEPC presented on this topic at our
annual client conference in May 2019.
Visit www.nepc.com or click here for

a brief summary of the discussion.
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http://www.nepc.com/
https://www.nepc.com/insights/what-a-long-strange-trip-its-been-the-journey-of-the-first-401k-participants
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2019 INVESTMENT AND PLAN FEE REVIEW
IMPORTANT CONSIDERATIONS

Why review plan fees?

Plan fiduciaries have an obligation under ERISA to
ensure that the fees of a plan are reasonable for the
services provided

From a fiduciary perspective, the fee benchmarking
data included in this report can help inform fiduciaries
and serves as an interim check-up on certain Plan
fees relative to other plans and peer groups!

What are the primary types of plan fees?

Investment Fees: Fees paid for management of plan
investments

Plan Administration Fees (i.e. Recordkeeping and
Trust / Custody Fees): Fees paid for services such as
recordkeeping, safekeeping of investments and
payment of benefits

“Other” Fees: Additional fees earned by record
keepers for ancillary services such as loan origination,
loan maintenance, QDRO’s, and managed accounts

How are plan administration fees paid?

Bundled: All fees paid by revenue sharing

Fixed Dollar: Flat dollar amount per account

Fixed Basis Point: Fixed percentage of account assets
Other: Various combinations of the above

1This report is not a substitute for a full record keeper vendor search and it is not intended to
validate that a Plan offers the lowest-cost share class and/or most appropriate investment vehicle

Plan

Administration

Fees

60%
50%
40%

30%

200/0

10% -

0%

Overall NEPC Universe:
Composition of Total Plan Costs

Other

Fees

6%

Investment Fees
80%

Overall NEPC Universe:
Method of Contracting Plan Administration Fees
(By Number of Plans)

53%
21% 22%
2%
—
Bundled Fixed Fixed Basis Other
Dollar Point

9

2019 NEPC DC Progress Report



2019 RECORD KEEPING FEE REVIEW

All plans are not created
equal. Higher (or lower)
record keeping fees are a
function of plan size and
complexity, and the
package of services the plan
sponsor has contracted for.

While there is scale pricing
(i.e., larger plans can
access lower fees),
operational complexity and
service levels drive
meaningful differentiation in
price. Best practice is to
compare fees and services
through a record keeping
vendor search Request for
Proposal ("RFP") process.

Record Keeping, Trust and Custody Per-Participant Cost by
Plan Size
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The Total Per Participant Fee (Trust/Custody)
W
(o)
o

0-1,000 1,000-5,000 5,000-10,000 10,000-15,000 15,000

Plan Size (By # of Participants

Each box plot provides a pictorial representation of record keeping, trust and custody costs by plan size, according to NEPC’s 2019
Defined Contribution Plan & Fee Survey which included 121 defined contribution and deferred compensation plans. Fees were
gathered from participating plans’ service providers and recast in a uniform format. Displayed are the 95th percentile, 75th
percentile, 25th percentile and 5th percentile plan cost points. The data represents broadly what plans pay and not how they pay.
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2019 INVESTMENT FEE REVIEW

Asset-weighted expense
ratios are a function of how
much plan investment
options cost and where
participants allocate their
assets.

The exhibit illustrates the
range of pricing across plan
sizes. Larger plans have
lower asset-weighted
expenses because of their
access to scale pricing, less
use of revenue sharing, and
because a portion of plan
assets (for corporate plans)
may be invested in
employer securities with low
or no expense. Any plan
with substantial index
assets plots at the lower
end of the range.

Weighted Average Expense Ratio

Asset-Weighted Expense Ratios by Plan Size

iy
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Plan Size (By # of Participants)

Each box plot provides a pictorial representation of asset-weighted expense ratios by plan size, according to NEPC’s 2019
Defined Contribution Plan & Fee Survey which included 121 defined contribution and deferred compensation plans.
Investment options, asset balances and expense ratios were gathered from participating plans, with NEPC calculating the
asset-weighted expense ratio. Displayed are the 95th percentile, 75th percentile, 25th percentile and 5th percentile plan
cost points.
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DISCLAIMERS & DISCLOSURES

« 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.

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

- This report may contain confidential or proprietary information and may not be
copied or redistributed to any party not legally entitled to receive it.

4% 13 2019 NEPC DC Progress Report



	Slide Number 1
	Defined Contribution progress REPORT
	Report highlights 
	Increasing savings rates�plan design features
	Professionalizing investment Decisions �investment features
	Professionalizing investment Decisions�target date investments
	Professionalizing investment Decisions�Core Menu options
	Distributing retirement assets�flexible solutions
	Distributing retirement assets�distribution options
	Fee review
	2019 investment and plan fee review�Important considerations
	2019 record keeping Fee Review
	2019 investment Fee Review
	disclosures
	Disclaimers & Disclosures


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /All

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.6

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 200

  /ColorImageDepth 8

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.75000

  /EncodeColorImages true

  /ColorImageFilter /FlateEncode

  /AutoFilterColorImages false

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth 8

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /FlateEncode

  /AutoFilterGrayImages false

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [600 600]

  /PageSize [612.000 792.000]

>> setpagedevice





