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Invest in Your Retirement



Understanding the  Benefits of 
The Deferred Compensation 

Program



What is Deferred Compensation ?
• Program to set aside 

some of your wages 
now for use later.

• You determine your 
investment choices.

• Our program brings 
high quality 
investment choices, 
very low fees, and 
many additional 
services.



But I Already Have A 
Pension
• While you are working, 

you are contributing to 
SCERS.

• The SCERS program is a 
Defined Benefit plan‐you 
get a cash benefit that is 
“defined” by a formula = 
age + service time x 
average salary. 

• This is a mandatory 
program‐but it may not 
be enough in 
retirement.



The “Three‐Legged Stool”
(Three most common sources of retirement income)

Pension 
SCERS

Personal Savings
Deferred 
Compensation 
(DC)

Social Security



“Three Legged Stool” in Action
• To find out how much you’ll need, let’s work toward 
your end points.

• First review your SCERS pension estimate 
• Then review your Social Security calculation for your 
projected retirement age

• And finally, determine if there is a shortfall that can 
be met through your Deferred Compensation 
contributions



Do I Need More ?

To find out, you need to 
know your work end points:
• Estimated age at 

retirement
• Years of service at 

retirement
• Average  of salary range
• Pension %
• Example:  Misc. Employee 

at age 60 with 23 years of 
service = 56.10% of the 
average of highest 3 years 
salary range for that 
retirement Tier.

• If your salary average was 
$60,000, that equals 
about $2,805.00/month 
gross income.

• Be sure you are using the 
appropriate Quick 
Reference Guide



Why This Is 
Important?
• You now have a starting 

figure to work with. 
• Step 2 is knowing when 

you will take Social 
Security‐Early (62), 
Normal (66+), or Late 
(70). 
• Note: there can be as 

much as a 30% financial 
difference between 
Early and Late Social 
Security Age!

• Once you have the SCERS 
and Social Security 
amounts, can use the 
Deferred Compensation 
plan to close the gap in 
what you think you will 
need in retirement. 



Closing the Gap

• Deferred Compensation Plan ‐ 457(b) helps 
you investing in your retirement through 
payroll deductions

• Funds are invested to provide earnings over 
time

• Investments are used at retirement to 
supplement SCERS Pension and Social Security
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POP QUIZ

Who has the higher account balance at age 65?

Investor
A

Investor 
B

Age 30
$1,000 year

10 years

Age 45
$1,000 year
20 years



Investor A
$62,385

POP QUIZ‐Answer

*Based on an average rate of return of 6% compounded annually

Investor B
$38,993

BY SAVING EARLY YOU ARE 
PUTTING TIME ON YOUR SIDE!



Compounded Growth Example

$40,000
Annual salary 

$2,400
6% pretax contribution

7%
Assumed annual return

$14,320
After 5 years, 

balance could be

$62,573
After 15 years, 

balance could be $157,494
After 25 years, 

balance could be

40 years
Contributions for

$497,103
Amount could reach

50 years
Contributions for

$1,012,281
Amount could reach

For illustrative purposes only.
The hypothetical example is based on monthly contributions to a tax-deferred retirement plan and a 7% annual rate of return compounded monthly. Your own Plan account may earn 
more or less than this example, and income taxes will be due when you withdraw from your account. Investing in this manner does not ensure a profit or guarantee against loss in 
declining markets.



This is a hypothetical example. Assumptions: Person A and Person B are both 45 years old. Person A contributed 3%/year until age 65. Person B increased contributions 1%/yr for 
10 years, then stayed at 13% contributions until age 65. Both earn $40,000 per year and start with an account balance of $50,000. This hypothetical example is based on monthly 
contributions made at the beginning of the month to a tax-deferred retirement plan and a 7% annual rate of return compounded monthly. Your own plan account may earn more or 
less than this example, and income taxes will be due when you withdraw from the account. Investing in this manner does not ensure a profit or guarantee against loss in declining 
markets. Past performance is no guarantee of future results.

Person A
Balance without annual 
increase in contributions

Person B
Balance with annual 
increase in contributions

$358,185

$254,333

Year 0 4 8 12 16 20

Annual COLA Increase

Age: 45
Salary: $40,000
Account balance: $50,000
Annual rate of return: 7%

Suggestions on How To Grow Your Money



Deferred Compensation Plan

• Contribute through payroll deductions
• Percentage of your pay
• Fidelity is County’s record‐keeper/partner
• Investment choices available
• Let’s take a look at the program



What Are Deferred Compensation 
Savings Options?

• Pre-tax monies allow you to invest without 
paying tax on the investment – 457(b) program
– You pay taxes when the money is withdrawal 

during retirement
• Post-tax monies allow you to invest and 

earnings are tax free – Roth 457(b) program*
– Pay taxes on the contributions and then the 

earnings are tax free in retirement
*Provisions apply to Roth 457(b) withdrawals



Contributions

• Contribute as much as you can afford, even 
small amounts add up!

• If County provides a match, be sure to contribute 
so you don’t leave money on the table.

• Different contribution limits exist for different 
ages of participants



So…How Much To 
Put In?
• 2019 457(b) limit is 

$19,000 if under 50; 
$25,000 for those 
50+ 

• Contribution 
amounts can be 
changed all year long 
without a life event.

• Maximum annual 
limit can be mixed 
between pre and 
post tax throughout 
your career. 



OK, Where Do I 
Invest?
• You don’t need to be 

an expert at all, you 
just need to start 
contributing.

• The program has a 
default investment 
option called a Target 
date or Life‐cycle 
investment product.

• The normal default is a  
retirement “target” 
date of within 5 years 
of your 65th birthday 
even if that’s not your 
actual target.



ENROLLINGExtra Tools and Resources
An approach for every type of investor

Access Fidelity’s 
research, calculators, 
webinars and tools to 
build your own portfolio

Monitor and adjust your 
investment strategy as 
you see fit

Do it myself

• Let Fidelity guide 
you



Investment Options – Target Date Funds



Why Choose Those 
Funds?
• The Target date funds 

are continuously 
monitored and adjusted 
over time so you don’t 
have to. 

• They strike a balance 
between growth and risk 
over time. 

• The ultimate goal is to 
ensure you have enough 
of the right mix to get 
you beyond  retirement 
and still have money 
working for you until 
very old age. 



Investment Options – Other Funds Choices



Getting Started

• Self‐motivated to 
research ahead of time ?
• Check out the online 

tools.
• Research options, 

funds, alternative 
financial revenue 
projection models, 
even set your 
contribution amounts 
online or with an app.

• You can also schedule a 
personalized one‐on‐
one session to review 
your entire financial 
picture to see if you are 
on track!



Extra Tools

• Use the planning tools 
on the Fidelity website: 
www.netbenefits.com/s
accounty
• Budget estimates
• Pre‐vs Post tax models
• Payroll impact models
• Financial articles
• Portfolio monitoring

• For even more guidance, 
schedule a consultation 
with a Fidelity 
representative:(800) 343‐
0860 .



What if I Need Money Early
Loan Option
 All purpose loan 1‐5 years
 Main residence loan 1‐15 years

Minimum $1,000 Max least of 50% of account 
or $50,000
Hardship Withdrawal
 Contact Deferred Comp Office
De‐minimus Distribution 
 Under $5,000 and have not contributed 

in 2 calendar years



401(a) Plan
 Eligible Employees – Management (20, 21, 24, 29, 32, 33, 50) 

and Elected Officials.
 County match 1% of gross pay if contributing 1% of gross pay 

into the 457 Plan.
 Employee is responsible to keep the 457 contributions at 1% 

or more of gross pay.
 401(a) County match will stop for the year if 457 contributions 

go below 1% of gross pay
 Enrollment is automatic if eligible and contributing at least 1% 

of gross pay in the 457 Plan.



401(a) Plan ‐ continued 

No additional/voluntary contributions allowed
Investment options are the same as the 457(b)
You must elect investment options or default into 
Freedom Funds

You must complete a 401(a) Beneficiary Form 
(online)

No rollover, loan or Hardship withdrawals 
10% Penalty if distribution is before age 59 1/2.



Additional Benefits
Purchasable Service Credit
Can use 457 DC balances to purchase service credit 

prior to separation from service
P/T Service, Medical Leaves of Absence, Military 
Service, Public Service (not just SCERS)
Contact SCERS to request calculation
Bring calculation to DC office
Submit request before separation from service



Additional Benefits ‐ continued
Transfer/Rollover

Active participants may transfer balances from another 
“eligible retirement plan” into the County 457 Plan. 
Rollover IRA
403(b)
401(k)
457(b)
401(a)



Specialized Contributions

That Add Even More to Your Balance:
–Three Year Catch Up Program
–Final Paycheck Contributions



Special 3 Year “Catch‐Up”
 Special provision that allows you to “make‐up” for 

previous years (back to 1979) that you did not contribute 
the maximum allowed by the IRS

 Can only participate in the 3 years BEFORE retirement yr.
 Can only double the Normal Limit, not the over 50 Limit 

($19K + $19K =$38K Max).
 DC Staff completes an underutilization calculation
 Employee signs an enrollment form



Final Paycheck Contributions
• Terminal check has no

DC contributions 
unless you have a Final 
Comp form on file. 

• Large balance payouts 
can be directed right 
into Deferred Comp to 
minimize tax hit.

• To avoid large terminal 
check tax hit if retiring 
early in a calendar 
year, turn off DC 
contributions that year 
and use Final Comp 
form to put largest 
amount available.



Defer Taxes from Terminal Check

Transition all vacation, CTO, HIL accruals 
into the deferred comp plan up to the 
annual maximum allowed by the IRS
Also ½ sick accrual for those eligible
DC Office need the enrollment 30 days  
prior to retirement
Must have request on file before 
separation/retirement



IMPORTANT
Complete Beneficiary information
 Surviving spouse
Same options as participants

 Non‐spouse beneficiaries
Can elect to pay out over own life; must decide no later 
than December of the year after death

If no election made, must pay out entire balance by 
December of the fourth year after death

Transfer into an Inherited IRA
 netbenefits.com/saccounty, click “profile”, then selection 

“beneficiaries and follow instructions 



Retirement Payout Options
Upon termination/retirement ‐ basic options (no 
penalties or age requirements in the 457 Plan)
Leave your money in the Plan (especially if 
leaving before 59 ½)
Lump‐sum of entire balance 
Partial lump sum followed by periodic 
distributions
Periodic distributions
Roll out to a 401k, 403b, 457b, IRA  (all or part)



Payment Flexibility
 Can change distribution amount every month
 Can start and stop at will
 Can specify a particular fund from which to make 

distributions
 Taxable as normal income in the year received
Currently 22% (20% Fed; 2% CA)
You will receive a 1099R each January

Must satisfy Required Minimum Distribution 
(RMD) rules (Age 70 ½)



County Transactions
The County DC office is still your contact 
during your employment for:
Advice on how to handle your final year 
contributions
Advice on contributions from your last pay 
check
Enrollment in Special Catch‐up program
Hardship Withdrawal



How to Contact Us

County Administration Center
700 H Street, 4th floor Room 4650
Sacramento, CA  95814
(916) 874‐2020
MyBenefits@saccounty.net

http://inside.personnelservices.saccounty.net/Benefi
ts/Pages/Deferred‐Compensation.aspx



Fidelity for DC transactions including:
Enrollment
Changing contribution amount (before 18th of 
any month)
Changing beneficiary (online)
Exchanging balances between funds

Fidelity Transactions



Fidelity Transactions ‐ continued

One on One appointments with Fidelity 
representative:  800‐642‐7131 or 
getguidance.fidelity.com/saccounty

!



Thank you!

Any Questions?


