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Mission

Create and Refine Top Performing Cultures for Leading Companies
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Greatest HR Organizational Challenges*

Keeping employees engaged and productive 33.10%

Attracting and Retaining diverse talent

Developing leaders 24.80%

Driving culture change 22.30%

Retaining key talent

Attracting the right talent 19.80%

|
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67% of companies are very to extremely worried about losing talent in the next 12 months
*HR Executive, April 2016



Hidden HR Costs & Concerns

Comprehensive Turnover Costs

Exit costs Lost productivity
Recruiting * Customer dissatisfaction

* Interviewing * Reduced or lost business

* Hiring Administrative costs
Orientation Lost expertise
* Training Temporary workers

Compensation & benefits
while training
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Still don't believe retention benefits are valuable?

Recent Harvard Business Review
guote from a leading CEO

“Why should | train people when my

competitors are willing to do it for me?”
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Executive Pay Gaps Between
Private and Public Companies

< S200M 2%
S200M - S1B 14%

>S1B 44% ...more room for equity pay

Nearly all Public companies provide long-term incentives
vs. half of all Private companies

...5s0, how can you determine what’s best for your
company?
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Challenge

Most CEQO’s rank human capital as their #1 concern yet undervalue the
HR role

Top company HR officers have a strategic relationship with the CEO
Intimately tied into the development of company culture

So, where's the disconnect?

Using Technology to eliminate confusion and improve the results
** Better alignment between benefit plans features and participant needs
**» Greater net distributions while reducing company cost

*¢* Reduced risks such as tax and investment

benefitRFP



Does the topic of Executive Benefits cause

Anxiety or Confusion?

You are not alone

In a recent Fortune 1000 World at Work survey:

3% of administrative teams stated they were 100% competent on the subject

58% they could fake their way through the subject matter — 70% competent

39% had no idea why they were pushed into the role — 50% or less competent
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Utilizing Technology to maximize
Key Talent Benefits

— Engineering & Empowering Your Company Culture

Recruiting, Rewarding and Retaining Employees
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The Value of Our Employees

What does it mean to be a top
earner within a company?

Highly Compensated Employee (HCE)*

* The government definition of an HCE is a person earning
$120,000+ per year, but what do these people mean to
your business?



What do all of these Executive Benefits have in

common?
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Tax Rates are not equal for everyone

Top State Marginal Individual Income Tax Rates in 2015 (as of Apr 15, 2015)

Mote: Map shows top marginal rates: the maximum statutory rate in each state. Top Marginal Individual Income Tax Rate
It represents the statutory tax rate on the last dollar of income earned for
the highest income individuals in that state. It is not an effective marginal tax . . . . . . . . . .

rate, which would include the effects of phase-outs of various tax preferences. L Rat Higher Rat
Local income taxes are not included. ower hate igher Rate

Source: State tax forms and instructions; Facts & Figures 2015: How Does * State has a flat income tax
Your State Compare? ** State also only taxes interest and dividends income



Reduce or

Agent Risk

e Most agents and
consultants lack the
necessary skills and
training to provide proper
consultation with

corporate planning

e This creates risk against
greatest net results for the
company and participants.

Tax Risk

e S1 doubled each
year for 20 years =
S1M+

e That same
equation with a
40% tax added =
$12,089

Net Results

e Irrespective of cash or
equity benefits,
companies are offering
greater plan flexibilities to

participants to enable

them to align distributions
with personal goals

e This greatly reduces
negative impacts such as
taxes or limited

diversification.




The 3 Phases of Proper Investing

Did you know?

Phase 1 — Pre-tax, pre-tax, pre-tax

Phase 2 — Repositioning 3-4 years prior to event

Phase 3 — Maximized Net Distributions
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The Retirement Income Gap

Qualified Plans such as 401(k) and Social Security cause a
gap in retirement savings due to:

Contribution limits
Testing limits
Low qualified plan participation

Mismatched benefit payout timing with
limited or no diversification opportunities
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Participant Benefits

Defer up to 100% of current and future
compensation and benefit values on a pre-tax basis

* Equity or Cash

Use pre-tax dollars to plan and save efficiently for
financial goals and events

Earn a rate of return on pre-tax incomes

Reduce or eliminate taxes at distribution

* Source tax rule
*  No 3.8% ACA tax

* DOL92-6

Participate in attractive corp contributions
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It's not just what you earn, but what you keep!

Rules High Earners Need To Live By

IRS 410b carve out
DOL Rule 92-6 Prohibited Transaction Exemption

Source Tax — Title 4 US Code 4, Section 114 — State taxes are determined by state of

residency at distribution

409A — Wrap Equity, Phantom, Cash and LTIP plans to enable participants to take vested

distributions that match their financial needs and goals for greater tax efficiencies
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Pre-Questionnaire

DIAGNOSTIC

Company Size
®  Number of employees

Incentive Cash Bonus
® Does your company provide Incentive Cash Bonuses?

Long Term Incentive Bonus
® Does your company provide Long Term Incentive Bonuses?
® How long is the vesting period?

401(k) Plan
® Does your company provide a 401(k) plan?
Is there a match?
Formula:
Vesting period

¢ ¢ ¢

Group Disability

® Does your company provide Group Disability Insurance ?

®  What is the annual limit on payouts?

® What is the monthly payout limit?

® Does the plan cover incentive compensation such as bonuses?
Group Life

® Does your company provide Group lLife Insurance?
® What is the salary coverage multiplier? (1x, 2x, 3x, 4x, 5x, other)
® (Coverage limit?

NQDC
® Does your company provide a Nonqualified Deferred Compensation Plan?
® Company match?
® Vesting period?

Executive Supplemental Disability
® Does your company provide Supplemental Disability Insurance ?
What is the annual limit on payouts?
What is the monthly payout limit?
Does the plan cover incentive compensation such as bonuses?

L2 N 4

Executive Supplemental Life
® Does your company provide Supplemental Life Insurance ?
® Does your company provide Group Life Insurance?
® What is the salary coverage multiplier? (1x, 2x, 3x, 4x, 5x, other)
® (Coverage limit?

Long Term Care
® Does your company provide Executive Long Term Care Insurance?

Cash Value Life
® Does your company provide a Cash Value Life Insurance Program?

Equity Incentive
® Does your company provide an Equity Incentive Plan?
RS5U
Options
Phantom stock
Other
® Vesting period?

T ¢ €

€
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Summary Results DIAGNOSTIC

Summary Results

Age/Salary

46 to 49 456t0 49 46 to 49
$550,000 $215,000 $175,000

Employee Retirement

Company Retirement

Long Term Disability Insurance

Non-Qualified Deferred Comp

Defined Contribution Supplemental Executive Retirement Plan
Defined Benefit Supplemental Executive Retirement

Equity Incentive Plan

Life Insurance

Cash Value Life Insurance
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Executive Long Term Care Insurance

Long Term Incentive
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Recommendations

DIAGNOSTIC

DIAGNOSTIC

ws, ERISA
utives are often limited inthe amount that they
mplexities of benefit plan o
executives, discussions involving equity, tax minimization, "special perks”,
planning a difficult and expensive task. Missing the mark and designing a poorly structured plan
g.:rmr.: Iy chaosand turnover amongstthe higher ranks and ultimately leaves the company in

Qualified plansare useful up to their ERISA limits, but do not suffic |r=r|H', parate your company
from the yn and can hinder your highly compensated properly save
gh for retirement. As a result, these plans inadvertently I'|n'|'|ttheu MY p.:ru‘,-'fru:rm providingan
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Finally, planssuch as deferral plans or defined contribution plans can be used very effes
retention plans. Forexample, in rej esting, participants must meet a vesting period pri
sted dollars intheir plansuntilthey want to
take itout. This enables these participants to delay tax impacts, diversify their investments and tie
1alfina lgoals.

our primary concerns, we wantto utilize the “best effects” of all ofthe plans listed
one plan and make these benefits part of both their short-term and long-term offerings
ntto present a clear message that these benefi erings are not defined as a “hand
but rather a partnership between the company and these employees.

DIAGNOSTIC

What We Recommend

oing discussion nt to concentrate on these measur

You mentionedtl

4094 plan ben 1 bedesgned to mirn
redeeming actualequi urplancandothis
should mirror sto
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vice” accounts under 4084 regulz
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Implementing a Supplemen

employees TheSERP

ultim lgnsthe

Harbor401ik) planand eliminating the matching component of the NO| any of the High

Earners|H

plan. Thatinturn

replacement ratiothrough the401(k) planalone. Instalistion of a SERP for the Senior Execu
both the o n and individuals.

ving a planin place that makes executive recruiting much easier for future growth.

Ilmake planfeature recommenda
fthe same plan designs listed
Ilindudethe participant C
theirfinancial g andfurtherthe

h therecruiting and hiring process. Es0me
wvestothelumbee compal 'th'lsprn:u:P_u"
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Summary Results DIAGNOSTIC

Summary Results After Plan Implementation

Age/Salary

46 to 49 46 to 49 46 to 49
$550,000 $215,000 $175,000

Employee Retirement

©®

Company Retirement

Long Term Disability Insurance

Non-Qualified Deferred Comp

Defined Contribution Supplemental Executive Retirement Plan
Defined Benefit Supplemental Executive Retirement

Equity Incentive Plan

Life Insurance

Cash Value Life Insurance

Executive Long Term Care Insurance

Long Term Incentive
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benefitMATRIX

No more “guessing” if your plan(s) are the correct plan(s). Pinpoint your “perfect” plan(s).

CInBUIL.DER

Building the specific benefits for your “perfect” plan(s).

enltFUNDING

Utilize technology to compare over 250 points of reference to best fund your plan(s).

en |tCONCIERGE
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@9 benefitCONCIERGE

Step 1: Usingthe assumptions below we firs

Retirement Assumptions
Current Age - Inflation Rate Work Years Remaining 20 Final Salary 5 406,375

Retirement Age - Pre-Retirement Interest Rate - Retirement Years Retirement Income Goal 5 227,570

Current Income - Post-Retirement Interest Rate Retirement Balance Goal $ 3,216,461

Step 2: Based on your account balances, we then find your total retirementage value.

CURRENT
RETIREMENT
Retirement BALAMNCE EE RETIREMENT
Accounts GOAL (EE & ER) ER Contribution Contribution VESTED VALUE AGE VALUE

401k or other Future goals based on current contributions,
$272,813 I £ '

Qualified Plan assuming pre-retirement interest rate)

Deferred Com $367,620 (Income Replaced based on current contributions,
A ! assuming post-retirement interest rate)

IRA $131,569

Other $166,396

TOTAL $3,216,461 $242,500 50 50 50 4938,398 1. Income Replaced
2. Percentage Replaced

Step 3: Viewyour results and find out your retirement shortfall number and how much you need to 3. Retirement Shortfall
contribute per year to bridge the retirement gap.
4. Additional Contributions

Needed per year

Life Insurance

Step 4: Review your Life Insurance plan and find out how to bridge the Life Insurance gap.
GOAL ACTUAL EXCESS / SHORTFAL

ASSUMING 8 X INCOME $1,800,000

COMPANY SPONSORED LIFE INSURANCE -

PERSONAL LIFE INSURANCE
TOTAL $1,225,000 (5575,000.00) SHORTFALL

Disab Insurance

Step 5: Reviewyour Disability Insurance plan and evaluate your coverage.

ACTUAL EXCESS / SHORTFAL
PERCENT OF INCOME TO BE REPLACED 60%

DISABILITY INSURANCE $135,000 _ Group Coverage shortfall

TOTAL $135,000 ($25,000.00) SHORTFALL
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Consider ALL options before finalizing a plan

All of the plans listed offer different opportunities for the sponsoring companies and
participants. Most plans are not properly understood by the participants and/or the
companies & end up costing both significant financial repercussions.

All plans listed also charge the participants normal income taxes (Yes, even the stock plans)

Detailing the discussions around the focus and goals of the participants and sponsoring
companies will generate better results.

Flexibility/Diversification
Restrictions
Taxes — Current & Future

Access ;
Vil 4 Nice 4 Improved
Retention _ Benefit Benefit
Stock and company performance A
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Questions
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Thank you

info@benefitRFP.com
866-298-1738

benefitRFP

One Capitol Mall, Suite 350, Sacramento, CA 95814
www.benefitRFP.com

IRS Circular 230 Disclosure: Any tax advice contained in this communication (including any attachments) is not intended to be used, and cannot be used to avoid penalties imposed under the
U.S. Internal Revenue Code, and was written to support the promotion or marketing of the transactions or matters addressed here. Individuals should seek independent tax advice based on
their own circumstances.

Securities offered through Kestra Investment Services, LLC.
Member FINRA/SIPC.
benefitRFP, Inc. and Kestra Investment Services, LLC are not affiliated.
Kestra Investment Services, LLC does not provide tax or legal advice.

© 2016 benefitRFP, Inc. All rights reserved.




