Mission Statement

CIFmarketplace provides Retirement Plan Advisors and their Plan Sponsor clients access to select
institutional money managers. These managers have a demonstrated record of success and the
Marketplace makes them available at a significant cost savings. ClIFmarketplace sets the new standard
of an Open Architecture retirement plan solution. Utilizing Collective Investment Funds, Plan Sponsors of
all sizes have the ability to select investment options beyond the conventional and costly mutual fund and
insurance products.

Current Environment

Plan Sponsors face significant obstacles in meeting their employees’ retirement objectives. Turbulent
market conditions, fiduciary obligations, and identifying lower cost, higher quality investment options are
prime examples of these challenges Sponsors are confronting.

Due primarily to brand recognition and technology innovations over the past 20 years, retail mutual funds
and insurance products have become the dominant investment choices for Retirement Plans under $100
Million. However, there are other investment vehicles available for plan sponsors seeking institutional
money management while avoiding the administrative and marketing costs associated with mutual funds
and insurance products.

Collective Investment Funds (CIFs) are now available to the retirement Plan Market and indeed dominate
in the large and mid-size plan markets. CIFs have been available for decades but lost their attractiveness
as Sponsors demanded daily valuation and online access to accounts. Technology, coupled with a
strong bull market, served as a catalyst for mutual funds’ popularity among Sponsors and Participants.

CIFs are generally far less expensive than the True Cost of traditional investment options; and they also
provide access to world-class boutique investment managers and passive index strategies. Today, CIFs
are competing successfully in a daily environment and may be either in lieu of or placed alongside mutual
fund investments in a Sponsor’s lineup.

What is a Collective Investment Fund (CIF)?

A collective fund is an investment fund that is exempt from SEC registration as an investment company
under Section 3(c) (11) of the Investment Company Act of 1940 (the “1940 Act”) and maintained by a
bank or trust company for the collective investment of qualified retirement plans. Collective funds may
only hold the assets of qualified retirement and governmental plans, including certain defined benefit
(“DB”) and defined contribution (“DC”) plans. Examples include 401(k) plans, Taft-Hartley plans, profit
sharing and cash balance plans and governmental 457 plans.

Within a CIF — like a registered mutual fund — qualified clients with common investment objectives pool
their assets into a single portfolio. The bank portfolio manager or a sub-advisor hired by the bank invests
these assets according to a specific investment philosophy and strategy. The resulting portfolio is similar
to a mutual fund with the pooling of assets creating greater scale, which generally results in increased
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efficiencies and lower costs to investors. All investors receive the performance of the overall fund, net of
associated expenses in units rather than shares.

Collective funds are available in a wide range of investment strategies- from fixed income to equities to
alternative asset classes. They may include domestic and international securities and have active or
passive management. The individual collective fund is governed by a specific investment policy that
outlines the types of assets the fund’s portfolio manager may invest in and sets minimum performance
standards.
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The Collective Investment Funds of today are definitely “Not Your Father’s Collective Fund”. CIFs provide
Plan Sponsors with access to a more robust Open Architecture platform than what is typically available to
Plans with less than $100 Million in assets. Sponsors have greater ability to select from the best
managers/strategies and lowest net cost, based on qualitative and quantitative analysis rather than
advertising. The CIF Marketplace offers Top Managers or indexes with no proprietary ‘strings attached’.

Today’s CIF’s are available on the National Securities Clearing Corporation (NSCC) platform. The NSCC
is the industry-standard platform that facilitates the trading and settlement of mutual funds. CIFs are
priced daily, Settle Trade Date + 1, and are eligible for Same-Day Exchange- just like mutual funds.

Regulation & Oversight

Plan Sponsors and their advisors are Co-fiduciaries and must deal with concerns about using managers
outside a safety net of third party oversight. While collective funds are exempt from registration with the
Securities & Exchange Commission (“SEC”), they are subject to oversight by a number of regulatory
entities.

e Banking Regulators: A collective fund may only be maintained by a bank or trust company,
therefore they are regulated by respective banking regulators. Collective funds, by virtue of being
sponsored by bank or trust companies, are regulated by the Office of the Comptroller of the Currency
(in the case of nationally chartered banks) or individual state banking regulators (in the case of state-
chartered banks).

e U.S. Department of Labor: A Collective Fund must comply with applicable laws and regulations

e Advisor Regulation: To the extent that a sub-advisor to a fund is a Registered Investment Adviser,
the sub-advisor would be subject to regulatory oversight by the SEC. Also, to the extent the sub-
advisor acts as a broker/dealer, they would also be subject to oversight of the NASD.
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e ERISA: The trustees of the fund, as well as an outside sub-advisor, if
fiduciary standards of ERISA. A failure on the part of a Fund Sub-Advi
liable to Plan Participants.

e Trust Company Auditors : Virtually all collective funds are audited by
and subject to a SAS70 Report. The entire process is overseen by a d
Officer.

Lower Investment Operating Expenses

Although fees vary from manager to manager depending upon a number o
to have significantly lower fees than mutual funds. The primary reason for
collective funds neither market to nor service retail investors. Individual ac
transactions do not need to be maintained by the Fund — CIFs only need tc
investments. In addition, because collective funds are not subject to the In
1940, there are no costs associated with the production of proxies and pro:
passed on to the investor in the form of lower operating costs and fees. (C
Sheet and disclosure statement that serve a similar purpose as a prospecti
produce and distribute).

Believe it or not, fund expenses are the most manageable component of th
the operation of a qualified retirement plan. Investment Management fees
less than 0.25% to over 2.00%; whereas Plan Administration, Recordkeepi
have significantly less variance.

Median Operating Expense Ratio by Category

Source: Hew

As larger plans have learned buying product directly from managers helps
down for participants. Even a relatively small reduction in investment fees
overall expenses of a Plan because the investment costs make up a signifi
seemingly small number of basis points saved over time can lead to meani
savings. At the overall Plan level, a 26 bps savings (the average differenc
mutual fund) in a $10M plan results in an annual savings of $26,000 that is
The compounding of this marginally lower fee may contribute significantly t
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