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Overview of Presentation:

The Presentation will be broken up
Into two sessions.

1. This morning, we will provide statistics on
where we are as aregion in the development of
Defined Contribution Plans. Additionally, we will
layout our concerns for the future.

2. This afternoon, we will introduce you to the
new trends in the marketplace that if used

correctly could remove the concerns for the
future.
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15 Year Snapshot: erivate Sector
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15 Year Snapshot: erivate Sector
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6 Year Snapshot: public (Non-Guam)
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6 Year Snapshot: public (Non-Guam)

50

800+
700
600+
500+
400+
300-
200-
100-

M Participants

No. of Participants

1999 2001 2003 2005

Source: ASC Trust Corporation




6 Year Snapshot: public (Non-Guam)
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2005 Sector Comparison

$ 150 Million Plus
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$5.5 Million
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Average Employee

Deferral Rate
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Average Employer Match
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Retirement Plans

Funding Issues




Recommended

Contribution Rate

Tough Questions to Answer:

How much should | contribute?

How long do | need to contribute?

Where should | invest my money?
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Retirement Plans

Regional Participant
Level Statistics




Recommended

Contribution Rate

Every employee is different.

However, in an attempt to Keep It Short and Simple
(KISS), ASC has developed what we refer to as
the Formula for Success.

PSCA has a similar formula that they use.
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Recommended

Contribution Rate

Formula for Success

10% Contribution
+

Social Security
.|_

8.5% Average Annual Return
+

Contribute for 35 Years

PSC

-Org

RRRRRRRRRRRRRRRRRR
CCCCCCCCCCCCCCCC




Assets for
Retirement

Recommended Retirement

Funding Sources

Formula For Success assumes a successful
employee’s retirement assets will come from the

following sources:

[0 Social Security
B Retirement Plan

Source: ASC Trust Corporation
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Contribution Shortfall /

Participating Employees
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Current State of DC

Retirement Plans

Contribution
Concerns by Sector




Government of Guam

Positives: 100% of the Government of Guam employees are
covered by aretirement plan.

Negatives: The 10% base contribution to the 401a plan is 6%

und er-funded. If you compute this out in percentage terms, this is
a 40% shortfall. The Government is aware of the funding shortfall
and have set up the 457 Plan to augment the 401a Plan. However,
to date less than 10% of the Government employees have signed
up for the 457 Plan.

What to do: Communicate the under-funding to the
participants. Work with the Legislature to properly fund the plan.
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Regional Private Sector

Positives: Those employees contributing to plans, are for the
most part making the correct contributions for their retirement.

Neg atives: Not enough employees are participating. 30% of
employees working for companies with plans are not contributing.
Too many companies in the region are not offering plans at all.

What to do: Step up communication efforts and public
awareness of plans.
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Regional Public Sector

Positives: Those employees contributing to plans, are for
the most part making the correct contributions for their
retirement.

Neg atives: Not enough government agencies are offering
plans.

What to do: Step up communication efforts and public
awareness of plans.
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Current State of DC

Retirement Plans

Investment
Allocation Statistics




Where the Money Is

Invested

The average profile is 65% equity and 35% bond s.
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Current State of DC

Retirement Plan

Formula for Success

10% Contribution
_|_

Social Security
_|_

8.5% Average Annual Return
_|_

Contribute for 35 Years




Current State of DC

Retirement Plans

8.5% Annu al Return

To earn 8.5% annually over time, an
employee’s investment allocation during
their working years should start off around
Moderately Aggressive and get more
conservative as they near retirement.




Current State of DC

Retirement Plans

How do you determine if a Plan is succes sful
In communicating proper investment
allocation techniques to its employees?

This is difficult to measure and each planis
different due to employee dynamics, but a simple
observation the average plan should have a 60%
stock and 40% bond allocation to earn enough

money for the average participant to retire
comfortably.




Current State of DC

Retirement Plans

Government of Guam.
44.90% Bonds & Stable Value 55.10%Equities

Private Sector Guam:
36.75% Bond s & Stable Value 63.25%Equities

Public Sector non-Guam
42.70% Bond s & Stable Value 57.30%Equities

US Average:
26.30% Bond s & Stable Value 73.70%Equities




Current State of DC

Retirement Plans

Regionally, we are a little light in our
equity allocation, but nothing glaring.

The one concern we continue to have Is
the number of employees 100% allocated
In a Stable Value Fund.




Current State of DC
Retirement Plans

Contribution
Duration




Current State of DC
Retirement Plan

Formula for Success

10% Contribution
_|_

Social Security
+
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Contribute for 35 Years




Current State of DC
Retirement Plan

Withdrawal Problem

Too many participants are taking
withdrawals when they terminate and
even more are taking loans while
working.

This is a real si!ent Killer of a
successful retirement plan
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Retirement Plans

Moderate / Conservative
Investor Investing $2,500 $513.350
1,000,000 | annually ’
L 800,000 Withdrawal Amt: $35,250 $242.656
(&)
& 500,000
g
— 300,000 $ 270,693
C
(D)
= 200,000
o
g 100,000 $ 35,250
o 20,000 Moderate (Age 25-60) *7.44%
Conservative (Age 60-65)
10,000 *5.03%
mm== Retirement Savings After
2,500 Withdrawal
25 30 35 40 45 50 55 60 65

Age

..@.:F@:.'
=
PROFIT SHARING/401k
A S C COUNCIL OF AMERICA



Current State of DC

Retirement Plans

We need to educate employees of
the disadvantages of taking early
withdrawals & loans. Additionally,
If we cannot change their
“loaning” ways, than we need to
have them make larger
contributions to the plan.




Current State of DC

Retirement Plans

Balances Required
to Retire




Did you know that ...

...In the past century,
People have been living longer?

Life Expectancy Rates have
Increased by 62%...
If you're 55, you can expectto live

another 25 years.*
e

* Source: Bureau of the Census, Statistical Abstract of the

United States: 2002
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Did you know that ...

Qnedollar in 1980 is equal to
today?

il Effects of Inflation
$ 00 Over Time

* Source: Bureau of Labor Statistics: 2005
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Did you know that

ncial Security will only cover
(389%)of your income?

Income Source for
Current Retirees Assets

Other
Social Security 4%

38%
Pension
18%

Earnings
18%

* Source: Social Security Administration, Fast Facts About

Social Security, 2002
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How much will | need to Retire?

You will need 10x your pre-retirement
iIncome.

ASSUME THE FOLL OWING:
™ Starting Salary = $ 25,000

™ Salary Increases over time:

c /%
* 5%
* 3%
* 1%
* 0%

™ Final Pre-Retirement Income =

S C

in your 20’s
in your 30’s
in your 40’s
in your 50’s
in your 60’s

$ 79,241

You will need

$ 792,410

To Retire

x 10

Source: ASC Trust Corp.
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Average Savings

$18,/50

Bl Ave. Savings

GGRF GGRF Regional Regional US
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Summary

As a region, we have come along way over the last
15 years.

There is much work to be done.

We need to step up the public awareness of plans.
Companies & Governments that do not have plans
need to stop studying options and get plans up
and operational- Time is of the essence!
Companies & Governments with plans in effect
need to review their plans and make sure they are
doing enough.




Summary

We may have pointed out more negatives
than positives this morning, but this
afternoon we will present new exciting tools
to address participation and allocation
problems we are facing.




Questions?
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