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THE MISSION:

FIDUCIARY PIanReView""ﬁ

— TO INTRODUCE A TECHNOLOGY-BASED
TURNKEY RISK MANAGEMENT PROGRAM
DESIGNED TO MITIGATE OR ELIMINATE

FIDUCIARY RISK FOR PLAN SPONSORS AND
SERVICE PROVIDERS




THE PROBLEM:;

ISSUE #'1. THE INTRODUCTION OF A FIDUCIARY STANDARD

—ERISA REQUIRES PLAN SPONSORS TO SELECT AND MONITOR PLAN
INVESTMENTS IN THE SAME MANNER AS PERSONS FAMILIAR WITH GENERALLY
ACCEPTED INVESTMENT THEORIES AND PREVAILING INVESTMENT INDUSTRY
PRACTICES.

—\WHERE PLAN SPONSORS LACK THE NEEDED TECHNICAL KNOWLEDGE TO
PROPERLY SELECT PLAN INVESTMENTS, THEY ARE REQUIRED TO HIRE
KNOWLEDGEABLE ADVISORS. DOL REGULATION § 2509.95-1(C)(6) STATES
THAT “UNLESS A FIDUCIARY POSSESSES THE NECESSARY EXPERTISE TO
EVALUATE SUCH FACTORS, HE WOULD NEED TO OBTAIN THE ADVICE OF A
QUALIFIED, INDEPENDENT EXPERT.”

—THERE IS AN INCREASE IN HIGH-PROFILE LITIGATION ALLEGING FIDUCIARY
BREACHES ON THE PART OF PLAN SPONSORS IN SELECTING AND MONITORING
INVESTMENTS.

—DOL HAS ISSUED REGULATION 408(B)(2) THAT WILL EXPOSE PROHIBITED
TRANSACTIONS AND FIDUCIARY BREACHES TO A FAR GREATER DEGREE.



DEFINITION: 3(21) vs. 3(38)

3(21) FIDUCIARY

WHEN AN EMPLOYER HIRES A 3(21) ADVISOR, THE EMPLOYER IS NOT RELIEVED OF
FIDUCIARY RESPONSIBILITY. RATHER, THEY SIMPLY HIRE AN EXPERT TO JOIN THEM AT
THE FIDUCIARY TABLE. TYPICALLY, THE ADVISOR IS EXPECTED TO MAKE
RECOMMENDATIONS, BUT IT IS ULTIMATELY UP TO THE PLAN SPONSOR TO DECIDE
WHETHER TO ADHERE TO THESE RECOMMENDATIONS. THE ADVISOR IS RESPONSIBLE
FOR HIS/HER ADVICE, BUT NOT FOR THE OUTCOME IF THE EMPLOYER GOES IN A
DIFFERENT DIRECTION.

3(38) FIDUCIARY

WHEN AN EMPLOYER HIRES A 3(38) INVESTMENT MANAGER, THEY TRANSFER
RESPONSIBILITY/LIABILITY FOR THE INVESTMENT MANAGEMENT PROCESS TO THAT
PERSON. SINCE THE INVESTMENT MANAGER IS LIABLE, HE OR SHE WILL HAVE
DISCRETION IN THE INVESTMENT PROCESS. THE PLAN SPONSOR STILL SHARES
LIABILITY FOR SELECTING/MONITORING THE INVESTMENT MANAGER. |F THEY
NEGLECT TO MONITOR AND REPLACE A 3(38) INVESTMENT MANAGER THAT IS NOT
PERFORMING APPROPRIATELY, THE EMPLOYER CAN FIND THEMSELVES LIABLE FOR
THE LACK OF OVERSIGHT.




FIDUCIARY ROLE: 3(21) vs. 3(38)
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THE PROBLEM.

ISSUE #2. DISTRIBUTION THROUGH NON-SPECIALISTS

—APPROXIMATELY 90% OF ALL SMALL PLANS AND APPROXIMATELY 60% OF
ALL LARGE PLANS USE AN ADVISOR/CONSULTANT TO HELP PLAN SPONSORS
MEET THEIR FIDUCIARY OBLIGATIONS.

—MANY OF THESE “ADVISORS/ CONSULTANTS” ARE “BROKERS” THAT MAINTAIN
A VALUABLE CLIENT RELATIONSHIP, BUT DO NOT MAINTAIN THE LEVEL OF
EXPERTISE REQUIRED TO PROPERLY SERVICE THEIR PLANS AS A FIDUCIARY.

—THIS RESULTS IN A REAL DILEMMA FOR BROKER DEALERS IN THE
MANAGEMENT OF THEIR BROKER’S FIDUCIARY LIABILITY.

—TO THE EXTENT THE ADVISOR IS PROHIBITED FROM RENDERING FIDUCIARY
SERVICES, THE PLAN SPONSOR WILL BE REQUIRED TO SEEK ADVICE FROM
ANOTHER FIRM.

—IT IS INCUMBENT UPON PLAN SPONSORS TO REVIEW THEIR EXISTING
ARRANGEMENTS AND DETERMINE WHETHER THEY ARE PROTECTED AGAINST
CLAIMS OF FIDUCIARY BREACH AND TO ENSURE THEY ARE RECEIVING THE
PROPER LEVEL OF SERVICE FROM THEIR EXISTING ADVISORS.



THE PROBLEM:;

ISSUE #3. DILEMMA FOR RECORDKEEPERS./ TFPAS

—RECORDKEEPERS AND TPAS DISTRIBUTE 80% OF THEIR PLANS THROUGH
BROKERS AND MANY OF THOSE BROKERS PROVIDE A POOR LEVEL OF SERVICE TO
THEIR CLIENTS.

—AS A RESULT, THESE CLIENTS PLANS TURN OVER AT A RATE OF 30% PER YEAR,
EVEN THOUGH THE RECORDKEEPER IS PERFORMING AT THE HIGHEST LEVEL OF
SERVICE.

—RECORDKEEPERS ARE OFTEN THE SCAPEGOAT FOR THE ADVISORS NEGLECT OF A
PLAN, TAKING BLAME WHEN ISSUES ARE RAISED BY THE PLAN SPONSOR.

—RECORDKEEPERS AND TPAS HAVE A DESIRE TO SEE THIS TURNOVER RATE
REDUCED AND INCREASE RETENTION.

—RECORDKEEPERS AND TPAS ARE LIMITED IN THE RECOMMENDATIONS THEY CAN
MAKE FOR PLAN-LEVEL MAINTENANCE WHILE AVOIDING THE ASSUMPTION OF A
FIDUCIARY ROLE.

—RECORDKEEPERS AND TPAS MUST AVOID DISTURBING THEIR DISTRIBUTION
RELATIONSHIPS WITH THEIR BROKER-DEALERS. 7



THE SOLUTION:;

SOLUTION: FIDUCIARY RELIEF FOR PLAN SPONSORS AND RECORDKEEPERS

—FPR OFFERS A TECHNOLOGY BASED SOLUTION PROVIDING A REMOTE ADVICE
PROGRAM THROUGH AN AUTOMATED, TURNKEY PROCESS DESIGNED TO MITIGATE OR
ELIMINATE FIDUCIARY RISK FOR PLAN SPONSORS AND SERVICE PROVIDERS.

—FPR UTILIZES ITS TECHNOLOGY TO CROSS-REFERENCE A PLAN’'S CURRENT
INVESTMENTS WITH THEIR CORRESPONDING PROVIDER’S APPROVED INVESTMENT
LIST.

—IF SELECTED, UNDER ERISA SECTION 3(38), FPR WILL COMMUNICATE TO THE
RECORDKEEPER ANY RECOMMENDED FUND CHANGES SO THEY CAN BEGIN THE
NOTIFICATION AND FUND MAPPING PROCESS.

—FPR OFFERS A WARRANTY CERTIFICATE, REINSURED THROUGH GREAT AMERICAN
INSURANCE (AA RATED), TO ASSURE THE PLAN SPONSOR AND RECORDKEEPER THAT
A PRUDENT FIDUCIARY PROCESS HAS BEEN MAINTAINED.



THE SOLUTION:

SOLUTION.: KEY BENEFITS TO RECORDKEEPERS AND PLAN SPONSORS

1. DUE TO TECHNOLOGY AND SCALE, THE FPR REMOTE ADVISORY SERVICES ARE PRICED
TO ACCOMMODATE A PLAN’S EXISTING ADVISOR , THEREBY ELIMINATING DISTRIBUTION
CONFLICTS

2. FPR PROVIDES A PRODUCT SOLUTION FOR BROKER-DEALERS AND THEIR ADVISORS TO
MITIGATE FIDUCIARY RISK IN LIGHT OF CURRENT LEGISLATIVE TRENDS

3. PROVIDES A SOLUTION FOR ABANDONED PLANS, THEREBY REDUCING ATTRITION

4. FULLY INTEGRATES WITH THE RECORDKEEPER’S CURRENT SELECT LIST, WHETHER
INTERNALLY PRODUCED OR THROUGH A THIRD-PARTY RIA (I.E. MORNINGSTAR,
MESIROW, IBBOTSON, ETC.)

5. PROVIDES A THOROUGH 3(38) FIDUCIARY SOLUTION, WITH INTEGRATED FIDUCIARY
WARRANTY TO INSURE PRUDENT FIDUCIARY STANDARDS

o. MANY SELECT LIST PROVIDERS CARRY A WARRANTY COVERING THE FUND’S FIDUCIARY
SELECTION PROCESS, WHICH FITS HAND-IN-GLOVE WITH FPRS WARRANTY OF
FIDUCIARY PROCESS AND SUBSEQUENT SELECT LIST ADHERENCE

7. GIVES RECORDKEEPERS WITH THE FPR SOLUTION A COMPETITIVE EDGE OVER
PROVIDERS WITHOUT SUCH A SOLUTION OR OFFERING A LESSER WARRANTY

8. GREATLY INCREASES CLIENT RETENTION AND PLAN’S FIDUCIARY HEALTH



THE PROCESS:

7. RECORDKEEPER PROVIDES PREFERRED INVESTMENT SELECT LIST TO FPR UPON
SELECTION TO OFFER FPR'’S SERVICES TO PLAN SPONSOR CLIENTS. [FELECTED, FPR'S
LIST MAY BE UTILIZED.

2. RECORDKEEPER MAINTAINS FPR PAPERWORK AND INITIATES FPR CONTRACT WITH PLAN
SPONSORS SELECTING OUR SERVICES VIA THE SALES DESK FOR NEW PLANS OR VIA THE
PLAN’S ACCOUNT MANAGER FOR RETRO-FIT PLANS

3. FPR INPUTS INVESTMENT MONITORING CRITERIA INTO THE CROSS-REFERENCING
TECHNOLOGY PLATFORM

4. QUARTERLY DOWNLOADS CROSS-REFERENCED WITH PERFORMANCE STANDARDS AND
RECORDKEEPER SELECT-LIST .

5. UNDER SECTION 3(38), INITIATION OF MAPPING REQUEST AND PARTICIPANT NOTIFICATION
REQUEST IS COMMUNICATED DIRECTLY TO THE RECORDKEEPER AS NEEDED.

6. FPR MAINTAINS A CALL CENTER FOR ADVISOR AND PLAN SPONSOR COMMUNICATION AS
REQUESTED.

7. WARRANTY CERTIFICATE IS ISSUED FOR EACH PLAN BY FPR UNDER A MASTER INSURANCE
ARRANGEMENT BACKED BY GREAT AMERICAN.

8. QUARTERLY FEES ARE COLLECTED AND PAID TO FPR BY THE RECORDKEEPER



THE PROCESS. TECHNOLOGY WORKFLOW
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APPENDIX A —FEE

THE ANNUAL FEE FOR 3(21) FIDUCIARY SERVICES SHALL BE
CALCULATED AS FOLLOWS:

PLAN ASSETS ANNUAL FEE

UP TO $2,000,000 $750 (MIN ANNUAL FEE)

$2,000,000 - $50,000,000 3.5 BASIS POINTS

OVER $50,000,000 $17,500 FLAT FEE (MAX ANNUAL
FEE)

THE ANNUAL FEE FOR 3(38) FIDUCIARY SERVICES SHALL BE
CALCULATED AS FOLLOWS:

PLAN ASSETS ANNUAL FEE

UP TO $2,000,000 $1,000 (MIN ANNUAL FEE)
$2,000,000 - $50,000,000 5 BASIS POINTS

OVER $50,000,000 $ 25,000 NEGOTIATED




APPENDIX B — REPORTING

| -v-fﬁ\

—— wmoluﬂ'ﬂf

« COMPREHENSIVE
INVESTMENT

- REPORTING UTILIZING

. PROPRIETARY TECHNOLOGY

e « EXECUTIVE
= SUMMARY PROVIDING —_ |
ACTIONABLE ADVICE \ T |

~ « DETAILED
- INVESTMENT REVIEWE
SUMMARIZING KEY
INVESTMENT CRITERIA

.« FIDUCIARY

¥ | MONITORING REPORT
o= - -  OUTLINING KEY PLAN
_____— OBJECTIVES




APPENDIX C —INVESTMENT CRITERIA

THE FOUR P'S — BALANCING QUALITATIVE & QUANTITATIVE FACTORS

— THE RANKING SYSTEM IS UNBIASED AND MEASURES QUALITATIVE FACTORS AS WELL
AS QUANTITATIVE CRITERIA ACROSS MEANINGFUL TIME PERIODS. THE QUALITATIVE
FACTORS FOCUS ON THE FIRM, TEAM AND INVESTMENT PROCESS. THE QUANTITATIVE
FACTORS FOCUS ON PERFORMANCE OF THE MANAGEMENT STRATEGY AGAINST IT'S
PEERS, IT'S BENCHMARK AND RISK-ADJUSTED METRICS. THIS COMBINATION OF
FACTORS CAN HELP GIVE US INSIGHT TO THE RATIONALE BEHIND A MANAGERS
PERFORMANCE, AND CAN HELP US MORE EFFECTIVELY IDENTIFY PROBLEMS BEFORE
THEY TRANSLATE INTO FUTURE PERFORMANCE ISSUES.

PEER GROUP BENCHMARK RISK - ADJUSTED
R- Total Total Total Sharpe Info.
Criteria Manager Track Squared Return 1 Return 3 Return 5 Total Return Ratio 3 Ratio 5 Expense
Tenure Record 10 Year Ratio
3 year Year Year Year Year Year
Greater Greater Greater Greater Greater G_Ir_ﬁztr:ar
Hurdle Rate Than 3 Than 5 Than 80 Top 60% Top 50% Than Than Top 50% Top 60%

Years Years Benchmark Benchmark Avc;rag

Weighting 8% 7% 10% 10% 10% 10% 10% 12% 13& 10%
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CONTACT INFORMATION

FIDUCIARYPLANREVIEW.COM, LLC
MAIN OFFICE
2300 M STREET NW SUITE 800
WASHINGTON, DC 20037
(866) 3184015
INFO@FIDUCIARYPLANREVIEW.COM



