State of Alaska
Division of Retirement & Benefits

Supplemental Benefit System Annuity Plan
&
Deferred Compensation Plan

SBS-AP Overview

« Defined contribution plan governed by
section 401(a) of the IRC

* Administered by the Alaska Division of
Retirement & Benefits

* Empower Retirement Services is the contract
record-keeper and payer

Empower Retirement Client Service

< Empower Retirement Services
= on-line akdrb.com

= by phone 1-800-232-0859
= Allocation of new contributions

= Managed Accounts or Investment Advice
(fees apply)
= Investment Guidance

= Automatic rebalancing
= Beneficiaries




Contributions

» Mandatory Contributions
Employee 6.13%
Employer 6.13%

« Immediately 100% Vested

« Self Directed Investments

In-Coming Transfers

« Rollover from Qualified Plans
Government Sponsored 401(a)
Private Employer 401(k)
Government DCP 457(b)

Tax Sheltered Annuity 403(b)
Non-Roth IRA

Investments
" The participant is in the driver seat

Each participant may remain in the default
target fund option or may decide for
themselves how the money in their account is
invested from a list of 27 investment options

« 10 target funds & 17 other funds

* Research investment options using on-line
Quarterly Reports & Investment Option Detail
sheets

» Management tools available from Empower
_ Retirement




Reality Investing Options

"« Guidance Do-It-Myself investor. Free online '
access to Investment Option Detail sheets,
calculators and market information.

 Advice Help-Me-Do-It investor. If you like
to chart your own investment course, but
want to draw on expert advice, AAG will
provide advice services at your request. This
service provides the same financial advice as
the Managed Accounts, but does require you
to take a more active role in managing your
account.

Reality Investing Options

* Managed Accounts Do-It-For-Me investor.
AAG coordinates with an independent
financial advisor to choose an investment
strategy from the options offered by the plan
based on your finances, goals and life
circumstances. AAG monitors your account
and adjusts investments as needed to reach
your goals.

* Contact AAG at 1-800-232-0859

Reality Investing Costs

"+ Guidance - Free
« Advice - $25 annually, billed $6.25 per quarter

« Managed Accounts — Annual fees based on balance
of account

.45 percent annually for balances less than
$100,000, charged quarterly

For example, an account with a balance of
$10,000.00 would equal a $45 annual fee, billed
at $11.25 per quarter

Participants may opt in or out of any of these
features each quarter




Managed Account Fee Schedule

Example of a $425,000 account balance

First $100,000 $450.00
Next $150,000 $525.00
Next $150,000 $375.00
Amount over $400,000 $37.50

Total Annual Cost $1,387.50
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MULTI-FACTOR AUTHENTICATIOIN

This is an additional layer

Enhanced security (2 of 3) of security

8 i e ot it e P e rauerbee i wrhad

« Choose to receive the
code via text message,
phone call, or email
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Code is valid for

30 minutes

Enter the code

FOR ILLUSTRATIVE PURPOSES ONLY.

« Hit the Sign in button
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New State of Alaska Experience
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MY ACCOUNT

- - You can:
I:l : *See your balance
*View a summary of your
s account
\) E *Review Transaction
History
*View your statement
*Change investments or
- contribution rates
I — *Make or update a
beneficiary designation
*Find plan-specific
=a documents
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What is Retirement Readiness?
Retirement Readiness: Your ability to retire with an adequate

amount of sustainable income for life according to your
personal financial situation and your retirement goals.

Asset Allocation

@ Savings Rate

Retirement Age

= Income Replacement %
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Beneficiaries

. Update with Empower Retirement
Hardcopies
On-line updates

« Default Beneficiary
Spouse
Children
Parents
Estate




Death Benefits (Spouse)
" «Spouse Beneficiary
All SBS-AP distribution options available
*Tax Withholding
Spouse Beneficiary — 20% withholding for
lump sum or 5-year period-certain annuity
Excluded from 10% penalty
*Payment Deferral
12/31 of the year participant would turn age
701/2

Death Benefits (non-Spouse)
"» Non-Spouse Beneficiary
Lump Sum (5% calendar year of DOD)
5 year Annuity (elect by 12/31/ of DOD)
Fixed Life Annuity (5% calendar year of DOD)

Inherited IRA rollover (5™ calendar year of
DOD)

* Tax Withholding

Non-spouse Beneficiary — 20% withholding for
lump sum or 5-year period-certain annuity

Excluded from 10% penalty

Purchase of Service

"« Can utilize the Supplemental Annuity Plan
and other qualified pre-tax plans to pay for

Temporary service

Military service

Workers” Compensation leave without pay
 Cannot use to pay back refunded service
* Must complete prior to beginning retirement

« Contact Retirement & Benefits Accounting
Section at:  (907) 465-4460 (800) 821-2251




Distribution Options

' «Do nothing and maintain access to account

e Lump Sum
percent or dollar amount

« Periodic Payments

« Direct Transfer/Rollover to Non-Roth IRA
percent or dollar amount

« Direct Transfer/Rollover to Roth IRA
percent or dollar amount

Periodic Payments:
A Flexible Payment Option

« Schedule regular distributions directly from
your account

Specify period or amount
Monthly, quarterly, semi-annual or annual
« Account balance remains invested by you

« Can liquidate proportionally from investment
fund(s)

Various Annuity Options

« Fixed Period Certain Annuity; 5, 10 or 15 year
« Fixed Life Annuity

« Fixed Life Annuity; 10 or 15 year guaranteed
« Joint Life Annuity

50%
100%




Fixed Annuity

« Receive payments on a monthly basis

« Income for a period certain
5, 10 or 15 year

« Pays remaining payments to a beneficiary at
your death

Fixed Life Annuity
* Receive payments on a monthly basis
« Income for your life only

* No death benefit

Fixed Life Annuity Guaranteed
* Receive payments on a monthly basis
« Income for your life only

 Guarantees income to a beneficiary within the
first 10 or 15 years after death




Joint Life Annuity

« Receive payments on a monthly basis

« Income for your life

« Provides co-annuitant life benefit at your
death

50% survivor benefit
100% survivor benefit

Taxes & Penalties

"« Subject to income tax

20% Withholding for lump sum, 5 year
certain annuity

Choose withholding for payouts lasting 10
or more years

« State tax based on residence

* 10% penalty for early withdrawal
Some exclusions apply

Distribution Procedures

* Requested distributions authorized 60 days
after termination

« Defer payment until April 1%t of calendar year
after you turn age 70 %2

« Submit distribution requests to Empower
Retirement after termination of employment
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Stay in the Plan

« Potentially lower fees;

« Access to local, dedicated representatives not
compensated on a commission basis;

* A wide variety of investment choices;
« Easy account management;

« Retirement planning tools;

« Investing advisory services.

Alaska Deferred Compensation Plan

Importance of Saving

Minimum savings for retirement is the
percentage that represents one-half your
age:

* At age 36 you should be saving 18%
* At age 52 you should be saving 26%
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Deferred Compensation Overview

« State of Alaska employees

« Eligible governmental deferred compensation
plan under Internal Revenue code (IRC)
Section 457(b)

« Administered by the Alaska Division of
Retirement & Benefits

* Empower Retirement is the contract record-
keeper and payer

Investments

* Choose investments when enrolling
« 10 target funds & 17 other funds

« Research investment options using on-line
Quarterly Reports & Investment Option
Detail sheets

» Management tools available from Empower
Retirement

Roth 457 Option — New (July 1, 2015)

"« Offersa post-tax deferral option

« Same Annual Maximums joint with pre-tax
option

» May allocate deferral on pre-tax and/or post-
tax basis

* Not taxed when taken as distribution if;
Account held for 5 years; and
Age 59 Y; or you become disabled; or

At Participant’s Death (beneficiaries take
withdrawal)
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Getting Started

« Eligible to participate the first of month after
enrollment

« Regular and Long-term nonpermanent
employees

« Can defer up to 100% of net pay
subject to annual maximum
« Enrollment available on-line akdrb.com

Deferrals

"« Minimum $25 per pay period

» $18,500 annual maximum contribution

* Age 50 and older: additional $6,000 for a
total of $24,500

e Limits are based on current tax year

 Roth 457 (post-tax deferral) now available

Deferral Changes

e Increase, decrease, discontinue or reinstate
contributions

« Changes effective first of month

« Set up future date changes

» Schedule annual increases
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Catch-Up Program

"« Make up for contributions not previously
made during state employment

« Start as early as three years prior to normal
retirement (age or service)

« Utilize over three consecutive years

« Contact Empower Retirement (Anchorage)
(907) 276-1500 / Direct
(800) 526-0560 / Toll Free

Leave Cash-in Contributions
"e Cash in leave hours
Assists with maximizing annual deferrals

Reduces tax liability when terminating
employment

« Contact Retirement Customer Service Center
830a - 4p / Monday — Thursday
830a - 3p/ Friday
(907) 465-4460 (800) 821-2251
doa.drb.dcp@alaska.gov

Hardship Provisions for Active Employees

'« Filed with Empower Retirement
» Must be an extreme financial emergency
Sudden and unexpected

Loss of property due to event beyond
control of participant

IlIness/accident to participant or dependent
« Strict provisions
« Subject to applicable IRC code
« Contact Empower Retirement for application
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Account Information
"« Account balance and activity included on
statements from Empower Retirement

 General information including Quarterly
(investment performance) Reports, available
on-line

« For specific account information contact
Empower Retirement:

(800) 232-0859 or akdrb.com
(Obtain PIN from Empower Retirement)

Beneficiaries

« Update changes with Empower Retirement
Hardcopies
On-line updates
« Default beneficiary
Spouse
Children
Parents
Estate

Death Benefits

« Same distribution options as the
Supplemental Annuity Plan

« Periodic payment option can be utilized by both
spouse and non-spouse beneficiary
Non-spouse must liquidate account by
December 31 of the 5" year of death
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Miscellaneous

* Re-enroll if a break in service
Returning legislative session employees
Lay-off status

« Plan-to-Plan transfer accepted from another
eligible 457(b) plan

Purchase of Service

"« Can utilize the Deferred Compensation Plan
and other qualified pre-tax plans to pay for

Temporary service

Military service

Workers” Compensation leave without pay
« Cannot use to pay back refunded service
* Must complete prior to beginning retirement

« Contact Retirement & Benefits Accounting
Section at:  (907) 465-4460 (800) 821-2251

DCP Contributions from Final Check

. Request must be received by Retirement &
Benefits the month prior to your last day of

employment

« Subject to annual maximums

» May defer terminal leave payout including
unpaid wages

* Must request in writing to Retirement
Customer Service Center

« Deferral must occur in year worked
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Distribution Procedures

. Requested distributions do not require a
60-day waiting period from termination date
(different from SBS requirement)

« Multiple distribution options: Same options
that are available for SBS

e Annual Minimum distribution requirement
begins at age 70 %

* Submit distribution request to Empower
Retirement after termination of employment

Periodic Payments:
A Flexible Payment Option

« Schedule regular distributions directly from
your account

Specify period or amount
Monthly, quarterly, semi-annual or annual
« Account balance remains invested by you

« Can liquidate proportionally from investment
fund(s)

Periodic Payment - continued

'~ « No irrevocable commitment

 No guarantee of lifetime income

« Change in existing payment
Increase/decrease/discontinue
Unlimited partial distributions
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Taxes & Penalties

. Subject to income tax
20% for lump sum, 5 year certain

Choose withholding for payouts lasting 10
or more years

« State tax based on residence
* No 10% IRS Penalty for early withdrawal
« Special Provisions for Roth 457

Other Considerations

"« Divorce and Dissolution

Your retirement accounts are considered a
marital asset! If you were married during
your employment and later divorce, your
former spouse may have a claim to part of
your benefits. You will need to provide court
certified copies of your divorce or dissolution
documents to the division.

« Address Changes

Credit & Debt Management

« Credit Management
Understanding how credit works

Federal Trade Commission Credit Reports
at: www.ftc.gov

* Debt Management
Understanding your debt ratio

Consumer credit counseling at
www.cccsofak.com
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Conclusion

* The SBS and DCP defined contribution plans
are an excellent retirement vehicle for
employees. It is important for you to take an
active role at the start of your employment

« You have an opportunity to take advantage of
the Reality Investing options anytime

Contacts

Division Regional Counselors
» Anchorage Office
Debbie Bialka-Benedict
Mark Rosier
Becky Sheridan
Natasha Golovatiuk
« Benefit Attachments
Anthony Brakes
« Retirement Specialists
Michelle Holland-Zenger
Mike Doss

Contacts

Division Regional Counselors

« Lisa Templeton

Aleutians, Western Alaska, Kenai Peninsula
» Mark Rosier

Mat-Su
« Natasha Golovatiuk & Brandon Roomsburg

Fairbanks and Railbelt, Tok, Glennallen,
Valdez

* Dawn Bonnett
Southeast and AMH System
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Contacts

DRB Customer Service Center

830a - 4p / Monday — Thursday
830a - 3p/ Friday
(907) 465-4460 (800) 821-2251
doa.drb.dcp@alaska.gov

Thank you for attending!

Please complete the seminar evaluation
located in each of your folders.
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