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Measuring the Reasonableness Factor

Agenda:

« Who governs this area?
« What is required of you?

« How can | prove my process and
understanding?
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ERISA

33  Employee Retirement Income Security Act
- of 1974 (ERISA) is federal law governing
most retirement plans
« Enacted to protect plan participants and
their assets
* Department of Labor is the entity
responsible for enforcing ERISA
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Department of Labor

1 2 3

Selection of Fiduciaries Must Hire an Expert if

Service Provider Act with You Lack the
is a Fiduciary Prudence Expertise
Act
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Prudent Selection Process Requires

Data Equality
All vendors should receive identical and complete information
about the plan and the desired services.

Compare Data
All bids should be specific regarding services offered for the fee
charged.

Fees
Least costly provider isn’t required nor is it recommended if the
Amfervices needed aren’t offered. 4
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Process for Selecting Service Providers

What How are Fees Is the

Services are Paid? Arrangement
Needed? ' Reasonable?

* Plan operations + Plan assets * Do services offered

» Participant needs + Corporate assets fulfill needs
e« Combination of  Are feesin line
the two with value received

4
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Cycle for Selection & Monitoring

Determine needs of plan & participants
Review prospective service providers

Select service provider & document rationale
Monitor service provider

Document decision to retain or replace

Avoid prohibited transactions!
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Lawsuits Continue to be Filed

Tussey v. ABB

Settled in March 2019

» Largest settlements ever paid by a plan sponsor
($55M)

» Alleged employer caused employees to lose
retirement savings due to unreasonable fees for
plan services and investment management
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Common Themes

. . ABB Lockheed | International Boein
Participant Allegations Martin Paper 9
v v v
Excessive recordkeeping costs

v
Using “retail” or expensive share v v v v v
classes
Failure to follow the plan’s IPS
when selecting or removing v
investments

Alleged improper investments v

Using plan assets to benefit the v
company

Prohibiting transfers out of
company stock

Delayed deposits of participant v
salary deferrals —
¥4
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NAFCU

Our Approach

Fiduciary Benchmarks’ Evaluation Process

Fund managers. Note that the Department of Labor {DOL] does n

Income Security Act (ERISA} REQLIRES Aduciar

e 3 1o

Fiductary Benchmarks

Peduciany o make thas detesmnation based on the data for each Sernce Prowder or hund 1 managec | o
naider foes in 3 vacuum, They sew coly ane o
ry Benchmarie, can n help vou determine whethes the fees being paid

rebures and the extent and gu
0 yoar Service Praviders and F

Customite
Benchrrark Group .

2irst, we buikd a custoenized
achimark group from your pla
Wow vaiid compareons

ROPHIETARY DATARASE

lity of services provided ©
nd Managers ane ¥ following a b

This report fram Fick

THE QUALITY
YOU'RE GETTING

The DO biaes specitically noted
that yoss can consider the
quality of your Senice

Fii proprietary database

fram plan Service Provider

COMPARABLE DATA
Al data & organized in 3 wary
that seeks to ensaire plang with
déferent characteristics can be.
compared eoeently and
torrectly.

METHOD DRIVEN

We e a foisr-sten method
designed to provide you an
economicatly legieal, watistically
valld and property diversified
Benchmack group

oo ressoeablaneis of your
Serve Provider

Theretore, Fiduciary
Benchmarks provides a
tramewerk 1o helg you
examine thes important factor
that & eustamized foe pach
type of Service Provider for
your plan.

THE SERVICES
YOU'RE GETTING
Ancithes important factor to

eomuicer i 1he Secpe of
Services being defvered by
wisch of your Service
Providers. In that regard,
Faictary Denchenarks has
fefied on out extensive
Industry experience to
deveion a comprehensive st
of ervices with varying
degrees of dificulty.

We then buit proprietary
mathematical modeds that
allcwey. you t payily compare
the level of services you
receive from your Service
Provider to & typical service

THE VALUE
YOU'RE GETTING

Aftes looking at the services
that drive fees for your
Service Provider, we then
xamming the Value being
delivered toyou a3 Plan
Spansar and ta yout
Participats.

For you a4 Plan Sponsor, we
provide data that bs generally
rulated to the guantity and
waality of services you receive
a2 the Plan Fduclary

For your Participants, we
exsming the Participant
Suceess Measures for your
plan. We abo may estimate
potential dillerence in b

U.5. Patent 8,510,196 an shown below,

Tirally, we take  detailed look
3t the fees being pai
TH
W account for)
varthe various 5L
Ksted in the Tabll

Because services can

1t thee benchmark gioun andig
QU proprietary FeePoint™ = o
estimated foe for the Senvice
Previdar boing evabastod which
aists of a base foe typical of
the benchmark group and adds
uncommon services that are
prinvided by the Service
Provider based on market rates.
UNDERSTAND

4
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Determine Your Fee Reasonableness

& TR «,1;@ Flduc1ary Benchmarks
Data directly from the source

* Provides “apples-to-apples”
benchmarking assessing the balance
between value and fees

* Reportis simple, transparent and
practical

Fulfills ERISA required review of fee
reasonableness

4

VISIONPOINT,




Recordkeeper: Examine Value Delivered

Value Delivered to You as Plan Sponsor

SERVICE QUALITY: ACCURACY AMD TIMELINESS

Gulte simply, your Recordieeper is supposed te provide services that
are accurate and tmely. In that regard, you should ask your
RecordKeeper how do they measure thelr service standards and
what types of reporting do you recelve to monltor those service
levels.

SUPPORT SERVICES

Being & Plan Sponsor s not easy. There are a ryriad of rules and
regulagions that seem to change every year and vou have a need for
information to help you manage the plan and answer participant
questions. in that regard, you should consider the People, Processes
and Technology provided by your RecordKeeper that help you as the
Pian Fiduciary.

PLAM PROVIZIONS ASSISTANCE

Maore and more plan fiduciaries are taking advantage of lessons
learned from behavioral finance and other research to make changes
to Plan Provisions which may promaote Improved participant behavior
and better retirement cutcomes. In that regard, you should consider
the ability of your RecordKeeper to help you assess and Implement
changes to your plan that may better position your particlpants to
refire well.

U wdwperdant | Corprebmmbes | dermutive

THE FOURTH STEP in understanding “What You Are Getting” is to examine the value being defivered. For you as Plan Sponsor, Fiduciary
Benchmarks worked with numerous recordkeepers to examine how they "add value" for their Plan Sponsors. We concluded their efforts can
be concentrated into three areas that help Plan Sponsors be Responsible Plan Fiduciaries, For your Participants, we examine the Participant
Success Measures for your plan versus your industry.

Value Delivered to Your Participants

Parifchiont Sutiss Mictives e paninl
Participation Rate Fryy 5.0
Deferral Rate 4% a7
VP ey er—— Y = T
% Aases I Aita-Diveraiicd Opfiors e LA
T Terminmted Pariipants NOT Cahing OO T T

Uincinlry 7 - Al irvatry - Arerags - Scurced bom P dalstum 1 fen 5o

The chart below projects current account balances in 2018 for the 28% active participants.
in the plan assuming all participants are average using the metrics shown above.

THEIA0 Assumptions Youxr Plan Industry
Awerape Age 42 42
#1008, E95,067 Aoerape Salary 245,209 249,208
Infiation Rate 10% EES
Begirning Batance 227,083 427,083
Employee Deferral d.6% 4T
Rate of Return 6.2% 5.5%
Ending Balance $ITE 02 £337 823
Numbes of Party 2B 430
Projected Balance £106,895 047 4145, 263,480
Current Industry

Th b & hyDolhilh e Examedt aod Aok ROl PR iy e C Ubaation. Your rals of retiins wil wary ani May ot D
the sam s projectad, Hvpotheiical rafes of retum wied do nol nellect e espesses asocied wilh investieg, This
aviemple uses & badefna 5K retum for the lndusing Madian, Bhen ceculabes an afjusted returs Tor Your Plan bated on the
amand of asseis s Auic-Diversified cption o comgared io the Industry or Your Prier Flan as seen In fhe chard, This
marthisaatieal csdouilatin |5 biad en idasncs: reganding the mpact of Help' i deflned comt dbotion plans.

" 2048 Fnanelal Engies and Asn Hewltt stuidy of 723,000 an garticlpants i 14 plans wilh oeer $55 billan In plin assets
il L] B it s, M sl aceovunts sl o fn sdhice Batwiin 1A0/3008 and 12312082

b oo tie s y Wl

Proof of Reasonableness Factor

Fiduciary Benchmarks

4
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THANK YOU!

Jim Waggoner &
Jacinta Thompson

www.vpadvisor.com

This information was developed as a general guide to educate plan sponsors, but is not intended as authoritative ‘
guidance or tax or legal advice. Each plan has unique requirements, and you should consult your attorney or tax A
advisor for guidance on your specific situation. In no way does advisor assure that, by using the information provided, VIS[ONPOINT

NAFCU plan sponsor will be in compliance with ERISA regulations.



