Employee WellneSs:
What's in Their Wallet?

SWBA 2018 Benefits Workshop

March 2, 2018

Opting Out: Why Financial Well-Being
is So Elusive for Employees and What We Can Do About It




SUM180 founders and key leaders

Carla Dearing
CEO & Founder

Finance (Morgan Stanley),

Management, Technology

Nancy DeFauw
VP, Product Management
Marketing, Technology

Kristine Mullen
Advisory Board

Wellness, Mobile UX, Bus
Dev (Humana)

Joe Masterson
Advisory Board

Consultant, Strategy,
Partnerships

Stephen Reily
Founder & Chairman

Marketing, Social Media,

Cara Reynolds
Communications

Marketing, Word Press

Chris McGarvey
Advisory Board

Learning Development,
Wellness (Yum!)

Bob Saunders
Advisory Board

Healthcare investor (OCS
Venture, Xcelerate
Health)

and

Law (U.S. Supreme Court Clerk)

b b B B

Cordi Powell
Lead Adviser

Financial Freedom, CFP
Candidate, Enrolled
Agent

Kathryn Finn
Communications

Marketing, Product
Development, Creative

Tarik Nally
Experience Design

UI/UX, Design, Dev-Ops,
Go-To-Market strategy

Mike Bellissimo
Advisory Board
Health Ops, Tech (Apple,

Microsoft, Humana,
Cleveland Clinic)



Dealing with your money... not fun




Half the country does not have $400 extra

47% said that either they would cover the
expense by borrowing or selling
something, or they would not be able to
come up with the $400 at all.

The Fed asked respondents how
they would pay for a $400
emergency.

Neil Gabler, The Atlantic Monthly, May 2016
The Secret Shame of Middle-Class Americans



S SOM1s9 . Twitter® Poll

Which one are you when it comes to your #studentloans?

34% Paying them off ASAP!
27% Slowly, but surely

39% [I'll be in debt forever.



S SUMIS0  Tyitter® Poll
Where are you with saving for college for your kids?

11% We’'ll need minimal loans.
15% We’ll come out debt free!
57% Hoping for scholarships!

17% Other (reply below)



= SUMIB0  Tyitter® Poll

Empty Nesters: Which best describes your financial situation now that the
kids are out of the house?

39% | still support my kids
27% |I'm saving a bit more

34% Not much has changed



= SUMIB0  Tyitter® Poll

Where are you with your retirement saving efforts?

32% It's too late why bother
15% | did the best | could
29% Every last bit counts

24% | feel prepared



Employees are under financial stress

* 50% of employees have $1,000 or less on hand
for sudden medical expensest F
]
* 81% of employers offered a high- ‘

deductible planin 20152

e« 70% of 401k plan borrowers defaulted when A

W

they lost their job3 ".

* 33% of 401k plan participants took a hardship
loarn®

1. Aflac Workforce Report; 2. U.S. News & World Report;
3. AoN Heuwitt report; 4. Availability & Utilization of 401k Loans, Beshears (Stanford) & Choi (Yale)



The two H’s of financial insecurity:
Housing and Health

Richard Eisenberger, Next Avenue and Forbes, January 2016
The New Normal of Financial Vulnerability in Americacal



Racial divide

 The median net worth of white
households is nearly $111,000,
compared to $9,000 for Latino
households and just over $7,000
for African-Americans.

* Families of color have a far lower

homeownership rate than whites
(45% vs. 71%).

Richard Eisenberger, ibid.
Corporation for Enterprise Development, 2016 Assets and Opportunity Scorecard



http://assetsandopportunity.org/scorecard/

Financial stress affects productivity

Financial concerns lead to
absenteeism and /ost
productivityin 15% of employees

Source: Personal Financial Wellness May be the Missing Factor in Understanding and
Reducing Worker Absenteeism, So-hyun Joo & E. Thomas Garman



S S8, Twitter® Poll

What do you struggle with the most?

25% How much to save
52% How to save more
13% What to do with your savings

10% How much debt is okay



Where are the problems?

& Saving for retirement (81%)
Pay off your credit cards (46%") ;

What life insurance you need (30%*) 9

A
EE@ Home and mortgage debt (8%") m

q How much to save, build your emergency fund (84%%)

* Percentage of beta users’ SUM180 Plans that included this Next Step among the first three (3) Next Steps


https://www.sum180.com/Public/SamplePlans.aspx

= SUMIB0  Tyitter® Poll

What is your biggest barrier to financial freedom?

18% Confusion: what’s next?
21% Debt gets in the way.
10% Ignoring my finances

51% | just don’t have enough.



A crisis in financial well-being

* People are overwhelmed, fearful and
generally not dealing with their money

* Financial stress is costing
companies money

e Traditional solutions alone -
financial education/literacy and
access to advisors for defined
contribution accounts - aren’t fixing
the problem




A focus on behavior change

Key principles:

» Social cognitive change theory - learning occurs through interaction

» Positive psychology - emphasizing factors that allow people to thrive

« Small, personalized steps - promoting the Action Stage of Change

» Gamification online - invite, encourage, account



How to apply the principles to personal finance

T &

Friend + Feedback Fun
(Community) (Accountability) (Mastery)

Source: From “Getting Three Fs in Gamification”, Gabe Zichermann



Like Weight Watchers for your money




Earning employees’ trust

* Private, confidential

* In their time and space, online

e Start where they are, nonjudgmental

* Simple, only add complexity when they
invite it

* Unbiased, not selling anything




= SUMIB0  Tyitter® Poll

You know you need to deal with your money, but sometimes it’s hard to get
motivated. What would actually encourage you to start saving?

57% Seeing the numbers.
17% Having a few next steps.
17% Auto-withdraw savings.

9% Keeping up with my peers.



Encouraging change

A

What you make What you spend

* Deal with their comprehensive picture
 Show them where they stand
 Emphasize their accomplishments

» Give personalized, actionable steps

* Give “how to” education and helpful tips A
specific to their steps 2 E—
* Prompt social engagement and learning, -

with expert content but also sharing with
peers

What you own What you owe



= SUMIB0  Tyitter® Poll

What would encourage you to take action with your finances?
18% Having an action plan
26% More financial education
28% Setting clear goals

28% Knowing where | stand



Supporting action

 Small steps that can be accomplished in a few months
* Notifications prompting progress
* Tracking progress for accountability, including on mobile app

e Share stories online and support one another

* Get coaching from an adviser



A new willingness to deal with your money

* Dare to hope, a better financial situation o
IS possible

* Tune in, shine a bright light on financial
stressors

* Make time, set aside regular time to
work on this

* Re-envision your future, be honest about
your resources and plan

* Find your next step, it's easy to move forward
step by ste
b by step B




Addressing financial stress...

Drives engagement, productivity and success by as much as
$400/employee

Breeds greater /oyalty and connection and can positively
impact as many as 50% of employees

Source: Personal Financial Wellness May be the Missing Factor in Understanding and
Reducing Worker Absenteeism, So-hyun Joo & E. Thomas Garman



Companies are pursuing solutions

How likely is your organization to address the following initiatives in 20167

m Very Likely " Moderately Likely

<Create or focus on financial well-being of employees that expands
beyond retirement decisions

Measure the competitive position of the retirement program

1

Measure/project the expected retirement income adequacy of your
employee population

1

Implement initiatives to address retirement saving gaps within your
employee population

Evaluate phased retirement alternatives

|

T T T T

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

http://www.aon.com/attachments/human-capital-consulting/2017-hot-topics-financialwellbeing-report-final-january.pdf




Employers’ reasons for offering financial wellness

90%

It is the right thing to Increase employee Improve retirement Decrease employee Employees are asking  Decrease medical
do engagement statistics time spent addressing for programs costs
financial issues

http://www.aon.com/attachments/human-capital-consulting/2017-hot-topics-financialwellbeing-report-final-january.pdf




What’s offered out there today

Financial Wellness Tools, Services, and Campaigns Offered to Employees

2017
50%

m2017

Basics of financial Budgeting Debt management  Financial planning Health care planning Saving for life stage
markets

http://www.aon.com/attachments/human-capital-consulting/2017-hot-topics-financialwellbeing-report-final-january.pdf




What employees want

1 in 3 Americans has
$0 saved for
retirement, and
another 23% has /ess
than $10,000 saved.

56% of employees wish 60% would not want their

the financial resources coworkers to know if they

offered by their were to participate and

company used 45% would not want their
friendlier language”, company to know. 49%

and 36% say they are would prefer a web-based
intimidating to use. tool.

Friendly, No jargon Private, Online Enough to Retire

Alex and Harris: Poll of 1,000 employees
meetalex.com/blog/link-fear-shame-financial-wellness-findings-harrisjellyvision-survey
GoBankingRates survey, March, 2016



https://www.meetalex.com/blog/link-fear-shame-financial-wellness-findings-harrisjellyvision-survey/

Wellness lowers cost

Employees with high overall “well-being”
have 41% lower health-related costs
compared with employees who are
“struggling” and 62% /ower costs compared
with employees who are “suffering.” —

Jim Purcell, Harvard Business Review; Gallup, State of the American
Workplace study, Willis, Towers, Perrin



https://hbr.org/2016/04/meet-the-wellness-programs-that-save-companies-money

= SUMIB0  Tyitter® Poll

What employee benefit rewards would best motivate you?

59% Employer 401(K) match
11% Office time to work on it
21% Redeemable rewards points

9% Intrinsic motivators



= SUMIS0 Tyitter® Poll

Which issue at work would be most likely to push you to start looking for a
new position?

16% Lack of strong benefits
24% Poor company culture
25% Work-related stress

35% Feeling undervalued



ROI: It’s about retention

The biggest concern for business leaders in 2017
is retaining employees in an increasingly
competitive talent marketplace.

The average cost to an employer per new
employee hire is $4,129, while the average
time it takes to fill a given position is 42
days.

Forbes December 28,2016, SHRM, July 2016
Glassdoor Q1, 2016


http://fortune.com/2016/12/28/employers-2017-employee-retention-unemployment/
https://www.shrm.org/resourcesandtools/hr-topics/compensation/pages/salary-budgets-2017.aspx
https://press-content.glassdoor.com/app/uploads/sites/2/2016/03/Glassdoor-Q116-ECS-Supplement.pdf

= SUM180  Twitter® Poll

What are you doing right with your money?

32% I've avoided debt so far
39% Saving some each paycheck
14% My goals are doable

15% I’'m making time for it



= SUMIB0  Tyitter® Poll

Which is the most important when it comes to having the flexibility to enjoy
your money?

12% Living within your means
10% Have an emergency cushion
6% Being on track to retire

72% They're all important



= SUMIB0  Tyitter® Poll

What do you believe would make the strongest impact on your financial
future?

48% Keeping housing costs low
14% Low entertainment costs
14% Setting up auto-saving

24% Max 401(K) contributions



S S8, Twitter® Poll

What are your financial goals for 20177

10% Set a budget & honor it.
12% Pay down my debt.
55% Build up my savings.

23% Cut down on spending.



=~ Sum180

Helping your employees
live better today

Carla Dearing, CEO
cdearing@sum180.com | 502-272-2413




