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s your aging workforce
impacting your bottom line?

|f you’re |_|ke most For those the closest to retirement (ages 55-64), retirement savings
on average amounts to about $148,000, according to a Government
em ployerS, your workforce Accountability Office (GAO) study. That’s pretty dismal, especially when you
is growing older with consider the cost of health care alone for a healthy 65-year-old couple could
be upwards of $377,000.

many nearing or even
bevond retirement age What’s the result? More and more employees are staying in the workforce —
y ge. long after they thought they’d retire. Nearly six in 10 employees say they’ll

But the numbers don’t need to retire later in life due to their current retirement savings situation.?
always add u P for those When employees don’t have enough set aside to leave their current job, it
hopi ng to leave their can leave a big impact on the employer’s bottom line. Take a closer look:

payCheCkS behind. » Greater payroll costs. Each employee who can’t retire costs an extra
$50,000 per year, on average — the difference between the salary of an
older worker and a younger worker. Across an entire workforce the cost
increase averages 1% - 1.5% per year.?

» Higher insurance premiums. As employees age, insurance premiums
can skyrocket. The average 2017 monthly premium for health care
coverage under asilver tier Affordable Care Act plan is $871.01 for a 60-
year old. Double what it would be for someone half that age.

» Bigger soft costs. Delayed retirements can also lead to reduced
productivity as workers age. And when older workers don’t retire, it limits
advancement opportunities for up-and-coming workers.®

Is it affecting your organization?
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What you can do to
curb workforce aging

When it comes to getting a better
handle on your aging workforce, consider
these four steps to lower costs.

Know your workforce

Start by taking a closer look at your employee population. Get a count of all
employees broken out by age band. This gives you a sense for the current state today.

Then ask your retirement plan advisor to model the consequences of workforce
aging and the financial impact five years from now. Now you know what you may
be up against.

Don’t forget to remodel annually. And continue to focus on the liabilities on a
regular basis.

Shift the focus

Rebalancing the health/retirement benefits allocation may help attract and retain
employees without excessive medical claims who are ready to retire earlier.

Lowering the share of employee benefits dollars allocated to health care lets your
organization offer a retirement program that stands out in the segment of the
labor pool with the most in-demand skillset. As a result, employer and employee
self-interests are better aligned.

One way to off-set the shift is by adding a high-deductible health plan with health
savings accounts. This makes employees more engaged in health care costs while
reducing your overall spend on the health insurance plan.

Stop early retirement programs

Early retirement programs can be difficult to run and manage. But implementing best
practice plan design features can have a big impact on how early your employees can
retire, often reducing or eliminating the need for this type of offering.

See how to increase participation and deferrals by redesigning your plan.

Create a retirement culture

Education efforts can help employees understand the importance of saving and
the benefits of the workplace plan. Find out how your financial advisor and plan
provider can help show them where they stand today and how they can make
progress to reach the life they want in retirement.

Employees are more likely to save for retirement and leave the workforce on time
if they have a general sense for what they need to save. Retirement should be a
positive and possible goal.

Is it affecting your
organization?

v

If some of this sounds
familiar, an aging
workforce may be taking a
toll on your business. Look
for these leading indicators
that may suggest a future
negative financial impact
on your business:

Increasing health care,
workers’ compensation
and other labor costs

Low retirement plan
participation — this
can lead to delayed
retirement years

(or even decades)
down the road

Use of early retirement
programs — these aren’t
needed when retirement
plan participation is at
the right level



Retirement savings plan design can also
have a big impact on how soon your

employees retire. It’s often more effective Immediate eligibility and vesting

than participant counseling or education Automatic enrollment deferral rate of at least 6%

at changing participant behavior.? That’s
g_ g p_ P Automatic annual deferral escalation to push
because inertia tends to take over when deferrals consistently over 10%

employees try to plan for retirement. They Al ETT e el

often feel overwhelmed by their options, any nonparticipants

so they do nothing. An employer matching contribution

Percent of plans using automatic deferral increases
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Source: Financial Benefits for the Business: How Outstanding
i Retirement Plan Advisors Help CFOs, June 2017.

The bottom line . ..

Most employees want to retire on time.

And it’s clearly in your best interest to help them get there. By taking four key steps, you can
help reduce costs by moving your aging workforce off your payroll and into their golden years.

8Financial Benefits for the Business: How Outstanding Retirement Plan Advisors Help CFOs, June 2017.



Getting started

You don’t have to tackle this issue on your own. An experienced retirement plan advisor
can help. A recent study by the Retirement Advisor Council shows advisors can help drive
real-world results. The study looked at the experiences of more than 400 plan sponsors
from private-sector organizations with at least 100 employees.

The results reveal working with an experienced retirement
plan advisor can help organizations:

Curb workforce Allocate benefits Implement plan
aging and associated dollars to mitigate designs that ease
liabilities adverse employee more employees
| self-selection into successful
(i.e., having employees ‘opt in’ versus retirement

‘automatically’ enrolling themin a
retirement plan)

Employers who work with advisors take positive steps to improve retirement readiness. Strategies include retirement
plan design changes, as well as implementing high deductible health plans and health savings accounts.

By contrast, employers who don’t partner with an outstanding advisor are more likely to resort to early retirement
programs — instead of reforming benefits popular among job applicants and senior employees.

Among employers who partner with an outstanding advisor, more than four in five have rolled out progressive

plan design such as automatic enrollment to new and existing employees. And, almost 65% escalate employees to
contribute 10% of pay.

’Financial Benefits for the Business, How Outstanding Retirement Plan Advisors Help CFOs, Executive Summary, June 2017



O Principal’

Principal helps people and companies around the world build, protect and advance their financial well-being through retirement,
insurance and asset management solutions that fit their lives. Our employees are passionate about helping clients of all income and
portfolio sizes achieve their goals - offering innovative ideas, investment expertise and real-life solutions to make financial progress
possible. To find out more, visit us at principal.com.
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