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Summer 2020 Policy Forum #87

On the week of June 29th, EBRI will offer its traditional

Forum Location

Virtual!

Register Here

of our events, contact us at series of webinars. While we would love to see you in

memberships@ebri.org.

person — and hope we will see you in healthier times in
December — EBRI wants to deliver timely, valuable content
in @ manner that is safe for our community. We plan to
offer compelling speakers addressing policy implications in
a post-pandemic world. We'll be discussing retirement,
health, and financial wellness issues within the prism of the
times.

Register now!

Full Agenda
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of American Workers
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TODAY'S AGENDA

* How are plan sponsors, providers, and policymakers addressing the current
emergency savings need?

* What approaches are plan sponsors adopting?
* What are we seeing in policy circles?

* How are providers refining their offerings?

EBRI COPYRIGHT 2020
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Emergency Savings

« There has been a large amount of discussion about the self-reported ability to cover an
unexpected $400 emergency expense, but that doesn’t really help with more extended
periods of losses of income.

« Using the Federal Reserve’s Survey of Consumer Finances (SCF), actual reported liquid
savings that families have can be determined.

« Liquid savings=checking accounts + savings accounts + money market funds + call
accounts + prepaid accounts.

« Add CDs to liquid savings for a second measure of emergency funds.

« Compare liquid savings with three months of total family income (not expenses), and also
compare them with 75% of income for a proxy of expenses.

« How many families surpass this threshold? By age of family head? By family income?

EBRI EMPLOYEE BENEFIT
RESEARCH INSTITUTE
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Percentage of Working Family Heads Who Have More Than Three Months
of Income and 75% of Three Months of Income in Liquid Savings and
Liquid Savings Plus CDs
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Percentage of Working Family Heads Who Have More Than Three
Months of Income in Liquid Savings, by Age
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Percentage of Working Family Heads Who Have More Than Three Months
of Income in Liquid Savings, by Family Income
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Takeaways

« The overwhelming majority of American families do not have liquid savings
that surpass three months of their income—only 20.1% do, and only 25.7%
have In excess of 75% of three months of income.

 These numbers are even worse for families with younger family heads and
lower incomes, reaching as high as 90% not surpassing the three-months-
of-income threshold.

« This was before the pandemic, and now the situation is even worse for
many lower income families.

« The lack of emergency savings before the pandemic and now after has
brought to the forefront the need for emergency savings, and financial
wellness programs that help build up these savings have become widely
discussed.

EBRI EMPLOYEE BENEFIT
RESEARCH INSTITUTE
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Financial precarity levels were high prior to COVID-19

Manage Day-to-Day Finances

* 49% have at least one immediate worry such as paying the rent/mortgage, meeting monthly
minimum credit card charges and/or other recurring monthly bills (Gallup’s Annual Economy and
Personal Finance Survey, 2019)

* 25% spend more than they make monthly (Prudential Financial Wellness Study, 2017)

Protect Against Risks

* 63% can’t come up with $500 in case of emergency (Prudential Financial Wellness Study, 2017)
e 29% of people say their level of debt is ruining their quality of life (Kantar Monitor Data, 2019)

meed  Achieve Important Goals

e 76% have credit cards while 47% have retirement accounts (The Secret Financial Lives of
Americans, 2018)

e The median 401k balance is $24,800 (Fidelity, 2019)

For Internal Use Only 17
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COVID-19 highlights the need for employer-based financial
wellness

Financial health is workers’ biggest wellness concern
Workers are more concerned about their finances
than they are about mental or physical health.

By: Kathryn Mayer | April 29, 2020 ¢ 2 min read

\/

Human Resources Executive, April 2020

PLANSPONSOR, May 2020

Benefitspro, May 2020

For Internal Use Only 18
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Comparing financial wellness assessment takers pre/mid-

COVID

Who is taking the FW Assessment, and how do financial stress, confidence, and habits differ pre- and

amid-COVID?

Who is taking the Financial Wellness Assessment?

- Insight

Pre- | Amid-
COVID | COVID
Unique Assessment Takers: A6k 39k
HHI Income Difference
<$50k 16% 19% 3%
$50k-$100k 36% 37% 1%
>$100k 48% 44% 4%
Gender
Female 46% 53% 7%
Male 5H4% 47% -7%
Age
<=25 4% 6% 2%
26-35 17% 23% 6%
36-45 19% 22% 3%
46-55 27% 25% -2%
56-65 28% 21% -7%
>65 5% 4% -1%

During COVID, there
IS a greater
representation of FW
Assessment takers
who are lower income,
female, and younger.

COVID is defined as 2/24/20, the first week of COVID-induced market volatility

How do financial stress, confidence, and habits differ

pre- and amid-COVID?

Pre- | Amid-
COVID | COVID
Financial Stress:
% Stressed  70% 13%
Retirement Confidence:
Confident mRetlren-wnt 639, 59,
Savings
Saving Habits:
Save a good amount  40% 33%

Difference

3%

4%

-7%

— Insights

Amid-COVID
Assessment Takers are:

»  More financially
stressed

«  Less confident in their
retirement savings

«  Less likely to save a
good amount

COVID is defined as 2/24/20, the first
week of COVID-induced market volatility

Source: Prudential Retirement Enterprise Data Warehouse. Findings are aggregated from 49,544 unique completions of the Financial Wellness Assessment tool between 03/01/2018 — 04/30/2020, across all Full Service Defined
Contribution Plans. All data is self-reported. Findings are not weighted.
For institutional plan sponsor use only. Not to be distributed to plan participants or the general public.
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Taking a closer look at sector, gender financial stressors

How do financial stressors, confidence, and habits appear among those especially affected by COVID?

How do financial stressors, confidence, and habits appear among those especially
affected by COVID?

Financial Stress:

% Stressed

Fin an cial Stressors:
Student Loan Debt
Saving for the Future

Retirement Confidence:
Confident in
Retirement Savings

Saving Habits:
Save a good amount

Pre-
Retail covip

76%

12%
67%

24%

30%

Amid-
COVID
Difference

83% 7%
19% 7%
T4% 7%
459% -5%
23% -7 %

Insight

Pre- | Amid-
Healthcare rgvip | coviD
Hrnancial Stress:
% Stressed 75% 83%

Financial Stressors:

Student Loan Debt 299 33%
Saving for the Future 71% 75%
Retirement Confidence:

Confident in
Retirement Savings 5% 2%
Saving Habiis:
Save a good amount 36% 28%

Difference

8%

4%
4%

Women in Healthcare appear slightly

(‘ more affected than men

Women in Pre- | Amid-
Healthcare COVID | COVID
Financial Stress:
% Stressed 78% 86%

Financial Stressors:

Student Loan Debt 30% 36%
Saving for the Future 70% 75%
Retirement Confidence:

Confident in Hetlren_1 ent 559 492,
Savings
Saving Habits-:

Save a good amount 32% 22%

During COVID, affected industries and populations are more financially stressed,
more likely to be stressed by student loan debt and saving for retirement, less
confident in their retirement savings, and less likely to save a good amount.

Financial Stressors calculated as a percentage of respondents within each population who are very stressed or somewhat stressed.

Source: Prudential Retirement Enterprise Data Warehouse. Findings are aggregated from 49,544 unique completions of the Financial Wellness Assessment tool between 03/01/2018 — 04/30/2020, across all Full Service Defined
Contribution Plans. All data is self-reported. Findings are not weighted.

For institutional plan sponsor use only. Not to be distributed to plan participants or the general public.

FOR PLAN SPONSOR OR ADVISOR USE ONLY

Difference
8%

6%
9%

-6%

-10%

20



So how we help people find the money to fund emergency savings?

Assess where you are

* Create a personal balance sheet — inventory what you own and owe individually
and as a couple if applicable

* Get an objective sense of where you are by completing a financial wellness
assessment

* Commit to working your next best steps

Build a budget

* Capture housing costs, auto and transportation costs and utilities

* Include personal debt such as student loans, medical bills and credit cards

* Don’t forget things like memberships and quarterly expenses like recycling and
property tax

* Come clean with yourself and your partner about debt...

* Have an honest conversation about what’s truly essential if there’s no money
left to fund emergencies...

Automate emergency savings

* Check into employer-sponsored emergency benefits options
* Consider opening a money market account and automating payments

Redefine “emergency”

Experts including Rachel Cruz recommend pressure testing whether a situation is
really an emergency by answering the following questions:

* Isit unexpected?

* Isit necessary?

* Isiturgent?

Protect against fraud and identify
theft

e Use unique, strong passwords
* Set up two-factor authentication if your institution allows
* Don’t respond to unsolicited requests for personal information For Internal Use Only

FOR PLAN SPONSOR USE ONLY
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In-plan emergency savings feature

Employer-sponsored retirement accounts are the primary savings vehicle for most employees.'

i

258

Unexpected events In-Plan Emergency

require quick access Savings Feature

to money By introducing an after-tax, payroll-
Events like car repairs, contributed option, participants will
expensive home repairs or have access to the money they
medical emergencies. need to help them address

whatever life throws their way.

"Forbes.com, “63% Of Americans Don’t Have Enough Savings To Cover A $500 Emergency,” Jan. 6, 2016
2.3 All investing involves various risks, including the possible loss of principal. It is possible to lose money by investing in securities.

FOR PLAN SPONSOR USE ONLY

Dual-purpose savings
vehicle
Long-term retirement savings.

Access to cash in case of an
emergency.®

For Internal Use Only
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The products and services described in this document are voluntary products and services that are offered on an individual basis. They are not part of any employee benefit plan, or any program sponsored or
endorsed by an employer.

This material is intended to provide information only. This material is not intended as advice or recommendation about investing or managing your retirement savings. By sharing this information, Prudential
Retirement® is not acting as your fiduciary as defined by the department of labor or otherwise. If you need investment advice, please consult with a qualified professional.

Contributions may be subject to certain limits and distribution rules may vary by plans. See Plan Highlights for information.

Amounts withdrawn before age 59% may be subject to a 10% federal income tax penalty, applicable taxes and plan restrictions. Withdrawals are taxed at ordinary income taxes rates. Penalty does not apply to
457(b) plans.

After-tax contributions withdrawn are generally tax free. If you need to withdraw money from the after tax account, it will include a pro rata share of the earnings from investments. Investment earnings are
taxable as income upon distribution, and a 10% early withdrawal penalty on earnings may apply. The early withdrawal penalty will need to be addressed when filing your next tax return. You should consult tax
advice when considering taking any withdrawals from retirement accounts. Keep in mind that Prudential does not give tax advice.

Neither Prudential Financial nor any of its representatives are tax on legal advisors and encourages you to consult your individual legal or tax or legal advisor with any specific questions.
Retirement products and services are provided by Prudential Retirement Insurance and Annuity Company (PRIAC), Hartford, CT, or its affiliates. PRIAC is a Prudential Financial company.

Financial Wellness offerings, including access to any third-party referrals, are provided by Prudential Workplace Solutions Group Services, LLC (“PWSGS”). PWSGS is an affiliate of Prudential Financial, Inc. PWSGS
is not a licensed insurance company, does not provide insurance products or services, and does not provide financial, investment or tax advice. The Financial Wellness offerings are made available solely for
general financial education purposes. Individuals should consult appropriate professionals when making financial, investment and tax decisions.

Financial Wellness offerings, including any products, services or other solutions, described in this document are voluntary, individually-selected offerings. They are not part of any employee benefit plan, or any
program sponsored or endorsed by an employer.

©2020 Prudential Financial, Inc. and its related entities. All rights reserved. These materials are protected by law, including but not limited to United States copyright, trade secret, and trademark law. No part of
these materials, including the trademarks, copyrights, trade secrets, and other proprietary and protected information, may be reproduced, distributed, or transmitted in any form or by any means, including
photocopying, recording, or other electronic or mechanical methods, without the express prior written permission of Prudential Financial, Inc. Prudential vigilantly protects and aggressively enforces its rights to
the fullest extent permitted by law. Prudential, the Prudential logo, the Rock symbol are service marks of Prudential Financial, Inc. and its related entities, registered in many jurisdictions worldwide.

FOR PLAN SPONSOR USE ONLY
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MISSION

Leidos makes the world safer,
healthier, and more efficient
through information technology,
engineering, and science.

VISION

Become the global leader in the
integration and application of
information technology,
engineering, and science to
solve our customers' most
demanding challenges.

We will deliver innovative
solutions through the efforts of
our diverse and talented people
who are dedicated to our
customers’success. We will
empower our teams, contribute
to our communities, and operate
sustainably.

VALUES

@ Integrity

@ Innovation
D Agility Financial Wellness:

@ coboraion - A COrporate Perspective

@ Commitment July 2, 2020




The Journey...

Leidos’ Retirement Plan was recognized as one of four finalists for the 2019
PlanSponsor of the Year. The nomination was based on our 2018 design, which was
recognized as a ‘destination plan’. Destination plans are designed and communicated
in a way that helps participants recognize the value of the Plan both while actively
employed and throughout retirement.

>
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Leidos remains committed to maintaining this favorable status and improving its
education and communication tactics.

Numerous studies indicate that the number one financial challenge employees face is
managing credit card and other debt (including student loans). Other top financial
challenges are: adequate retirement savings, paying for children’s educational
expenses, and covering basic living expenses. Employers need to care because the
numbers show that these factors are impacting productivity in the form of stress,
inability to focus at work, physical health concerns and absenteeism.

In June 2018, Leidos undertook a conjoint benefits survey that among other things
highlighted concerns when considering the need for financial assistance. Responses
came from 11,700 employees, or nearly 60% of our U.S. workforce.

# leidos




Financial Concerns...

We asked our employees pointed questions relative to financial wellness. We learned:

Employees described their current financial situation as stressful and were not
confident in preparing financially for retirement

+ ~55% agreed, between ages 20-55

« ~45% agreed, for ages 55+

Regardless of title, location and salaries,

+ 31% of our population indicated that it would be difficult to address a $500 unforeseen
expense

* 17% indicated that they would need to rely on credit cards to pay their bills over the next
6 months

Employees indicated that Leidos could do more to help them prepare financially
* ~40% of all employees agreed

71% of respondents said they would participate in a financial wellness program
should Leidos offer it.

# leidos
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Leidos Responds...

>
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We have embraced Prudential's suite of financial wellness tools and services.
Prudential brings in certified financial experts to locations throughout the U.S. to host
the multi-week Pathways financial wellness series, specialized onsite meetings and
more recently shifting to on-line offerings. In addition, Prudential provides student loan
debt solutions and education through Vault. Metrics reflect high engagement and
continued requests for more focused presentations.

Following a highly successful pilot program in mid-2019, we rolled out financial
coaching services to all of our employees through SmartPath beginning late 2019.
SmartPath provides both on-site and webinar courses along with one-on-one coaching
with certified financial specialists and numerous web-based tools and resources.
Metrics reflect high engagement and positive trends on stress reducing measures.

Leidos also provides employees with access to Purchasing Power through our
voluntary benefits offerings. While not a discount program, Purchasing Power provides
an option for people to acquire what they want and repay responsibly through payroll
deductions over 6 or 12 months (eliminating further credit card debt).

# leidos
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Leidos Responds...

» All our financial wellness vendors, including our recordkeeper, Vanguard, and
our HSA provider, HealthEquity, work together to provide holistic messaging
to direct employees to the right resource to help them with their specific
needs, in some cases providing joint webinar sessions.

» New this year, Leidos is a proud early adopter of Vanguard’s proprietary
advice offerings and we are excited to bring together cohesive, investment
advice to our employees, both active and former.

» To further help our employees, we’ve developed an engaging and detailed
financial wellness site...

# leidos
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Leidos Responds...
Prism

COMMNECT, COLLABORATE. COMMLUNICATE.
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Financial Wellness

Welcome to the Financial Wellness Page

Leidos believes that financial wellness is an important part of a person’s overall health and wellness. Therefore, we are pleased to offer a

complimentary suite of programs to meet the varying needs of employees in diverse financial circumstances. We have partnered with

professionals to educate and provide resources to employees on important financial topics such as budgeting, credit card debt, student loans,

managing life events, retirement planning, and much more. We invite you to explore the various tools and resources on this page.

The below benefits are not available to Leidos Biomedical Research or Leidos QTC.

A Special Message
about SmartPath
Resources

We understand eome people sre
struggling with money and don't
know what to do. Leidoe hae
partnered with SmartPath to make
sure you have the resources you
need right now. Viait

o gain
immediste sccess to classes that
asddrass the financisl impacte of
coronavirue, live chat with experts,
perzonsl sszesements and free
coaching. Significant othere are
welcome to participatel For more
information on SmartPath, visit the
SmartPath Financisl Ceaching tab.

Personal Finance
Latest News
Upcstes daily

Should You Return to Work or
Retire Early?

Prudential SmartPath SmartPath
Financial Financial COVID-19
Wellness Coaching Help Center
Program

Prudential Financial Wellness Center portal:

Purchasing
Power

The Financial Wellness Center portsl containa engeging articlee, ehort videos, snd additional

interactive toola that will help you achieve your financial wellneaa gosle. And if you register online,

you can perscnalize your experience to get info that's relevant to you, all yesr round.

Refer to these links for Prudential Pathways onsite/virtual live seminars and webinars:

Tat Quarter 2020 onaite live events

Srd Qus
2020 webinsr schedule

2020 oneite or virtus| live svents

tuzl live events

Prudential Special Event Replays:

© Leidos. All rights reserved
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Manage subscriptions

Search

Q

Shortcut to Calendar
Events

Prudential&5

Vangusrd events

Calendar Events

SmartPath webinar - Hello, My
Mame is Debt

Credit cards, medical debt, tax
debt, student loans, car
note... the list goes on. So how
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Leidos Responds...

» Emergency Savings

—  We match both pre-tax and Roth employee contributions. We also permit
employees to defer traditional after-tax contributions, which is not matched.

— Through multiple channels both internally and through our partners, employees
are educated about the ultimate cost to them about hardship withdrawals and
loans and the benefits of budgeting, seeking advice and expert assistance.

- In 2018, we launched a campaign geared towards saving for a rainy day. If
employees aren’t using their bank or credit union, then we suggest they put a little
away into the after-tax deferral bucket that can be used in case of emergencies.

— Today just under 5% of our employees are deferring into the after-tax bucket,
holding an average balance of $8,600, with only 137 participants taking a
withdrawal from that source in 2 years.

» Emergency Relief

— Through the Leidos Relief Foundation, grants can be provided with demonstrated
financial need in times of hardship or emergency

# leidos
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Leidos Responds...

» Recent Regulatory Relief

— Leidos considered the various aspects of the CARES Act and ultimately
concluded that the best thing we could do for employees was provide them with
the means to access their accounts to address their needs. We adopted all of the
CARES Act provisions.

— We also adopted IRS Notice 20-23 that extended loan suspension without regard
of being an affected individual as defined under the CARES Act

— To date, while 186 participants have taken a CARES Relief Distribution, only 19
have had the need to take the full $100,000 withdrawal and 17 participants have
taken advantage of a loan over $50,000.

— 32 active participants and 19 former employees have elected loan suspension.

# leidos
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What’s Next...

# leidos
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Appendix




" SmartPath = |eidos

Financial stress that won't go away?
We have a cure for that.

Only SmartPath offers dedicated financial coaches
that meet you where you are. Learn to think, feel and behave
differently with money to improve your financial health.

SmartPath Financial Care Plans address all of life’s major aches, including:

¥ Affording Kids’ College ' Financial Checkup

. Losing a Loved One

' Money in Marriage

™ Optimizing Paychecks

Ej? Budgeting Basics

; Budgeting for Baby

2N

I Buying a House

6. Car Buying /( Retirement Readiness

LOAN

ga Debt Payoff Student Loan Payoff

-
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In addition to certified financial

coaches providing 1:1

services, SmartPath also

offers:

- Live and Onsite Sessions

- Over 30 courses on
financial matters

- Allows for recording for
future playback

To address COVID-19,
SmartPath put together a
comprehensive Help Center
and have produced multiple
webinars geared towards
everything from investing to
stress to coming up with your
next move... all free to anyone
who goes to their site:

https://www.joinsmartpath.com
/Coronavirus

# leidos


https://www.joinsmartpath.com/Coronavirus
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Auto-Enrollment in
Emergency Savings
Accounts at the
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% of Respondents Saying They Lack Emergency
Savings to Cover More Than a Month of Their Current

Spending
47% 48%
40%
I ]
Working-Age Black Respondents Hispanic Respondents Respondents With
Respondents Household Income Over

$100K

Source: BPC-Morning Consult survey of likely voters, May 2020



< O 7T —T0 T S V9 »n TS

m - O -

39

% of Respondents Who Say They Have Dipped
Into Emergency Savings Within the Past Few
Months

80%

70%

70%

60%

60%

50%

40%

30%

20%

10%

0%
Black Households Hispanic Households

Note: Among those who say they had emergency savings pre-COVID-19.
Source: BPC-Morning Consult survey of likely voters, May 2020

34%

White Households
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% of Respondents Who Say They Have
Missed a Payment Since the Start of the Crisis

42%

45%

40%

37%

35%

30%

25%

20%

15%

10%

5%

0%
Black Households

Source: BPC-Morning Consult survey of likely voters, May 2020

Hispanic Households
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White Households
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Moving Forward




: : Wage garnishment laws
Barriers to Automatic

Enroliment Know Your Customer
regulations

The Strengthening
Legislation Financial Security

Through Short-Term

Savings Act of 2019



Funding

Our Future




The key pillars
that guide

our work to
strengthen
American
retirement
security

Save
Social Security

We have known for decades
that the Social Security system
is on a trajectory for financial
crisis, but for years on end
policymakers have failed to
address the problem. We need
to save our Social Security
system with reasonable
reforms, for the sake of today'’s
seniors and for generations to
come.
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Funding Our Future: Partners

Executive Partners

Charles Schwab Foundation
Edelman Financial Services

Corporate Partners

BlackRock

Invesco

MetLife, Inc.
Prudential Financial
USAA

Associate Partners

American Council of Life Insurers
ADP

Media Partners

The Ric Edelman Show
Yahoo Finance
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Educational Partners

America Saves

American Action Forum

American College of Financial Services

American Council for Capital Formation

Aspen Institute’s Financial Security Program
Bipartisan Policy Center

Bipartisan Policy Center Action

Center on Budget and Policy Priorities

Center for Financial Security at the University of Wisconsin-Madison
Center for Retirement Research at Boston College
Committee for a Responsible Federal Budget
Commonwealth

Concord Coalition

Consumer Federation of America

Economic Policy Institute

Employee Benefit Research Institute

The Global Financial Literacy Excellence Center (GFLEC) at GW
Investor Protection Institute

Latinos for a Secure Retirement

National Association of Retirement Plan Participants
National Academy of Social Insurance

National Council on Aging

National Institute on Retirement Security
Progressive Policy Institute

Prosperity Now

Saverlife

South Florida Institute on Aging

Stanford Center on Longevity

Third Way

UnidosUS

Women'’s Institute for a Secure Retirement

Supporting Partners

DailyPay

Defined Contribution Institutional Investment Assoc’n
Insured Retirement Institute

Loring Ward
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Bipartisan Policy Center

1225 Eye Street NW, Suite
1000Washington, D.C. 20005

IDEAS. ACTION. RESULTS.
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UPCOMING EBRI PROGRAMS

Members-Only Research Round-Up Webinar — July 15

Savings and Caregiving in the Age of COVID 19, American Savings Education Council
Meeting — July 22

Retirement Confidence Survey Findings: Financial Wellness & Debt Webinar — July 28

COBRA, Chronic Conditions and Spending Webinar — August 4

Winter Policy Forum — December 10

Please visit ebri.org for more information.

Align your brand — Sponsor these events: contact Betsy Jaffe, jaffe@ebri.org
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