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Introductions.

Robin Green John Faustino
Vice President, Chief Product &
Head of Research Strategy Officer

Leveraging the expertise and support of
our fi360 team of leaders:

* Ann Schleck - Managing Director
Brinn Watson ) ]
Research Manager * Sue Kelly - Managing Director

* Michael Muirhead - Sr. VP of
Professional Development

* Matt Burt - Sr. Project Manager

Heather Rosales * Matt Wolneiwicz - Head of Sales

Research Manager * Dave Palascak - VP Product

National Account Directors

¢ Sean Flood

* Katie Megan
e Jeff Hladun

e Tim Daniels

{ Andrew Ziolkowski
Research Consultant
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%Thank You.

Institutional Plan Provider firms contributing to our 2016 research:

—

© © N O O A W N

o

12.
13.
14.
15.
16.

Ameritas

American Funds

Bank of America Merrill Lynch

Charles Schwab

CUNA Mutual Retirement

Empower
Epic
Fidelity
ICMA-RC

. John Hancock

July Business Services
Lincoln Financial

Mass Mutual

Milliman

OneAmerica

Principal

17.
18.
19.

20.

21.

22.
23.
24.
25.
26.

27.

28.

29.
30.

Prudential
Regions
Securian
Sentinel
SunTrust

T. Rowe Price
TIAA
Transamerica
Unified Trust
VALIC
Vanguard
Voya

Wells Fargo

Plan
Providers

Occasional
DC Advisors

DC Specialist
Adyvisors

Public

Sources of ANN SCHLECK
Secondary & CO

Research

Broker/
Dealers

Asset
Managers

Third-
Parties

Healthcare
Providers

Xerox HR Services/

Buck Consultants
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16 Studies to Review.

New Fiduciary Rule

Provider Recordkeeper -
Impact.to Plan Eronrlh Consolidation Rebids
Providers
6 B
Client Advisory The Participant The Sponsor Relationship
Boards Experience Experience Managers
E
DC Specialist DC Spe_cialists DC Speci_alist 403(b)
Practice Advisor Succession AdVi
. visors
Management Opportunities Plans
New Retirement IRA Roll NEY
IPS Players BenchomO\r/Ifr Regaren In
y arks Progress

What will we look for in 20177

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.



1 In light of the fiduciary rule, plan providers
-~ will be offering 3(21) and 3(38) services.

We talked with 15 recordkeepers about conflict of interest.

- Eight firms are not ready to share the decisions being made. For those still deciding how
they will move forward, the approach broker-dealers take as independent fiduciaries is the
primary reason for delayed decisions. Several also expressed concerns related to selecting

and promoting a single, outsourced fiduciary solution.

RISK @ @ @ OPPORTUNITY

1 FIRM 1 FIRM 5 FIRMS
Will not work with Will help plan Will expand 3(21)
non-fiduciary sponsors find an and 3(38) services
advisors on advisor who will act to address the need.
retirement plan as a fiduciary.

business or with

plans who do not
have a named

fiduciary advisor.

Are we a fiduciary by making a fiduciary available?
Our risk appears to increase if we reduce the options.

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.



2 Providers who grow the fastest are not
always the biggest firms.

Growing fast - the top five firms by growth rate from 2012 to 2015.

-
©P &v ASSETS + sy PLAN W/ =¥ PARTICIPANTS

—

222% Newport Group

—

298% Newport Group

—

168% The Newport Group

201% Aspire 169% Security Benefit 121% OneAmerica

199% OneAmerica 138% Vanguard

99% Transamerica
1M0% Aspire

65% Correll Co.

<5 CHANGES

Using public sources of data, this report reflects an analysis of major changes in the

institutional retirement industry in 2012 to 2016.
- _

149% Transamerica 70% Aspire Financial

aoA W N
NN
NN

131% Empower 61% Ubiquity
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2. Advisors are concerned about
recordkeeper consolidation.

We worked with the plan sponsor
for three months to select a new
recordkeeper. A decision was
made, but the next day we found
out the selected plan provider was
being acquired. This made me and
my team look bad. Now, we are
back-pedaling. | understand the
sales team and the relationship
manager couldn’t tell us, but we

won’t work with them again.

2015

Eleven Years of

2014

2013

Recordkeeper Consolidation

2012

Genstar Capital and Aquiline Capital
Partners acquire Ascensus
Transamerica to take on Mercer
recordkeeping business
OneAmerica acquiring BMO
Retirement Services
Empower-Retirement takes all of
NADART’s retirement plan business

Verisight / Stone Point acquires
DailyAccess and The Newport Group
Great-West/Putnam/JP Morgan (large
market plans) rebrand as Empower-
Retirement

John Hancock acquires New York Life’s
retirement plan business

OneAmerica acquires City National

Lincoln Trust Company a
LT Trust

20Mm

business

ING debuts Voya financial and
rebrands

CPIrebrands as CUNA Mutual
Retirement Solutions

2010

ING US begins trading as a public
company

MassMutual acquires The Hartford's
retirement plan business.

Stone Point purchases Verisight
Transamerica Retirement Services and
Diversified combine and rebrand as
Transamerica Retirement Solutions
(ASE Report)

Lincoln Trust Company (now LT Trust)
purchases Independent Pension
Consultants

2009

Ascensus acquires ExpertPlan

Vanguard outsources their $20M and
under market to Ascensus

2008

Bank of Montreal (BMO) purchases
M&l; M&I Bank and Harris Bank
rebrand as BMO Harris

Ascensus takes on Oppenheimer's
recordkeeping business

Pension Specialists (PSI) rebranded as
Verisight

Aon purchases Hewitt Associates

Xerox acquires Affiliated Computer
Services (ACS)

Ascensus acquires Baden Retirement
Plan Services

CUNA Mutual acquires CPI

OneAmerica purchases McCready &
Keene retains brand

Wells Fargo & Company acquires.
Wachovia Corporation

Bank of America acquires Merrill
Lynch

Mass Mutual Acquires First Mercantile
but retains brand

ING acquires Citistreet
Bisys rebrands as Ascensus

2007

2006

2005

Prudential acquires a portion of the Union Bank of
California’s retirement business

ADP acquires Union Bank of California’s
recordkeeping business

J.C. Flowers /Crump Acquires Bisys

Charles Schwab acquires The 401(k) Company from
Nationwide Retirement Services

Great-West acquires Franklin Templeton's 401(k)
recordkeeping business and Putnam

The Hartford acquires Princeton Retirement Group
and Sun Life Retirement Services

Wachovia acquires the DC recordkeeping business
of Ameriprise Financial

Clark Consulting acquires Baden Retirement Plan
Services

JP Morgan Acquires CCA
The Newport Group acquires Ceridian
The Standard acquires Invesmart

Great-West acquires MetLife’s 401(k) and DB
business

Sunife takes over MFS's 401(k) business
Great-West acquires US Bank's 401(k) business

Principal acquires ABN AMRO

American Express Financial Advisors separates.
from American Express and becomes an
independent company named Ameriprise Financial

Merrill Lynch Purchases AMVESCAP Retirement

AXA Advisors outsources their recordkeeping to
BFDS/DST

Metlife Acquires CitiStreet's 403(b) business
ACS (now Xerox) acquires Mellon

Fascore partners with Federated Investors, Fifth
Third Bank and JP Morgan’s small plan business

Great-West acquires Metevante (M&)

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.




4 Rebid deal-team structures.

18 firms shared information about rebid deal teams. Sales Accountable
- / are formalized '

- 4 are less formal

- 7 do not have a rebid deal team/process : edicated SWAT pulled
3 rom business
: (3-6 FTE)
: Management, Operations Management, Operations
In 2015 25% of providers included the sales team. :
In today’s study 100% of providers include the . Relationship Management Accountable

sales team.

g3

Mix of
dedicated &

SWAT pulled
from business

SWAT
Sales, Relationship Sales, Relationship
Management, Operations Management, Operations,

Consultant Relations

Other Roles Brought In, as needed:

Senior Leadership ERISA Consultant

Compliance Marketing

Investments Product
Communications

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.



5. Client advisory boards are expensive.

+ 13 have the head of relationship management responsible for the advisory board.

* 12 budget more than $60,000 per year.

QUICK-HIT RESEARCH

« All have 1 - 2 client board meetings per year.

e Topics include:

- Legislative updates

We talked with 17

- Products and prototypes for input record keepers about

- Strategy discussions their advisory boards.

- Review of new business wins Ftrement oroviders are no excention. BUsare acisory boards
mgre flourishes? A chance for a good rour*!d of golf once or

— | nd ustry trends twice a year? Or a useful marketing and client service tool?

—

w22

- —e

Here’'s what we learned )

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.



6. The participant experience.

tomorrow

Traditional retirement

education and age-based

content pushed via email,
newsletters, web-messages,

group and 1:1 meetings.

Financial Wellness and
hyper-personalized content
placed just in time - where
it is needed on interactive
digital learning, video
modules, games, facebook,

and traditional channels.

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.
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/. Sponsors want more information
- about participants.

We talked with 10 providers. Nine gave us quantitative
feedback; eight gave us plan sponsor contacts that we

interviewed. We also interviewed advisors. PLAN SPONSORS
- Sponsors want more MOST EFFECTIVE:
- Financial wellness 1 Webcasts
- Retirement readiness 5 Email
- Participant metrics and trends beyond demographics % Oreecliek el
- Auto programs 4. Event technology/

mobile app

5. White papers

LEAST EFFECTIVE:

1. Electronic bulletin
boards

Gamification
Podcasts

Facebook

IS

Twitter

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved. :

1



8 The best relationship managers know
plan-level profitability.

We talked with 10 recordkeepers and their relationship managers. As part of a larger 2015
syndicated research project, RMs told us what they do to be more efficient and profitable.

The little things that keep RMs from doing their real jobs.

. . Helping Wealth
. . Staying on Top of Staying on Top
MEIETl e IS the To-Do List of Emails Management
Advisors
6] 8]
. Coaching
Fixing Mistakes Detj-te DE.]y Plan Rgactlng e Inexperienced
Operations Service Requests
Team Members
El
CRM, Formes,

Getting Signatures

and Approvals Other Paperwork

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.
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9. Advisor practice management and
~ fee benchmarking.

Current work in progress to update:

- Topics

- Advisor fees and services for
each plan they manage

- HR and staffing

- Sales and marketing practices

260

advisory practices

- Client management

- Business financials
representing more than - Technology

1,400 advisors

- Practice operations

and 15,000

retirement plans.

Get a look at the fresh new data during
our closed-door DCIO and Retirement
Plan Provider session at the fi360 Advisor
Conference May 21 - 23.

220 are anticipated as DC specialist
advisors where more than 50% of their

business is typically in the retirement Call or email for an invitation.
plan space. ;

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.



10. DC specialist advisor opportunities.

Fee Differences Based on Service Offering; $100M Plan Size

When the service When it’s
AVERAGE FEES OVERALL is included not offered % Difference
Transition Services $88,511.11 $73,333.33 +21%
Education Program Strategy $88,733.33 $70,000.00 +27%
Group Meetings $95,046.88 $72,593.75 +31%
One-on-One Employee Meetings $96,937.50 $71,500.00 +36%

Other categories we’ll explore with 2016 data:

Custom Level Asset Allocation
Managed Accounts

Model Portfolios

Financial Wellness Provider Search
Financial Wellness Program Strategy
M&A Services

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved. 14



11. Too few advisors have succession plans.

How would a practice and clients fare if business was disrupted by a hurricane, a cyber-
attack, or an act of war or terror? What if an advisor’s main server and backup server
failed? What if a big chunk of the leadership team died in a plane crash?

% -
. DC Specialist

i 2015 Adwsor; with a
: Succession Plan

...............................................................................................

26"

in 2009

http:/www.fi360.com/blog/post/continuity-and-succession-planning-because-bad-things-happen-to-good-adviso

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.
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http://www.fi360.com/blog/post/continuity-and-succession-planning-because-bad-things-happen-to-good-

12 Advisors with 3 or more 403(b) plans tend
| to be from larger DC specialist practices.

We identified fifty 403(b) advisory practices in our database.

MEAN/AVERAGE
SERVICE

403(b) Practices Non-403(b) Practices

Vendor Search $20,500 $12,210
Vendor Fee & Service Review $7,727 $6,750
Investment Policy Development $4,125 $3,791
Employee Meetings $1,369 per day $1,614 per day
Hours Spent Servicing a $100M Client 78.8 155.9
Average Retainer for $100M Client $74,842 $90,813

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.



13 Investment Policy Statements (IPS).

05" —

always have an IPS with
DC plan business

41

do for wealth
management clients

INVESTMENT POLICY STATEMENTS

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.
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14. New retirement tools and players.

Betterment for Business
Spark 401k
Captain 401k

Blooom

MorningStar Plan Advantage
401kPlans.com

fi360 New Advisor “Process is Prudent” with Oversight and Monitoring Capabilities
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15 IRA rollover benchmarks.

3472 rollovers in database as of today, from 50 advisory practices.
48% independent or dually registered.

36% fee-only RIA.

16% affiliated.

62% recommended rolling assets into the advisors solution.
14% recommended the money stay in plan.

9% recommended a rollover to another IRA.

Majority of IRA activity was for clients with less than $250k household assets.
Average |IRA rollover was $105k.

67% of rollovers were placed into a wrap/managed solution.

72% of advisors did not receive up-front compensation.

For those who did, the average comp was $1,255 and trail of $765.

Fiduciary Rule Change

/5% will frequently or always use level fee exemption going forward.

13% are unsure which exemption or will avoid being a fiduciary.

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.
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16 Research In Progress.

Participant Experience

Interviews with Plan Sponsors, Advisors, Participant Educators and Leadership.
Quantitative survey on communication and education services and staffing.
Launched September. Results Q1 2017. Seven providers participating: VALIC,
Schwab, Principal, T. Rowe Price, Hancock, Bank of America/Merrill Lynch,
Lincoln Financial.

Micro Market

How up-market services are moving down market. Will Launch in December.
Results Q1 2017. Five providers participating: American Funds, Principal,

T. Rowe Price, Schwab, CUNA.

Participating Firms

Receive:
Consultant and Advisor Relations and the DOL Changes 1. State of the Market
Interviews with internal and external wholesalers, business leaders Report
and advisors. Open to recordkeepers and DCIOs. Will launch 2 Custom Scorecard

in December. Results Q1 2017. Two Recordkeepers signed on.

Seven DCIOs considering. 3. Private Webcast

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved. 20



2017 Research Agenda.
'NEW SYNDICATED OPTIONS

Here are a few ideas we want to do syndicated or Quick Hit research on:

1. Retirement Plan Industry Technology
2. Retirement Plan Sales Signals

3. Conversion and Implementation

4. Investment Review Best Practices

5. Call Centers changing to Chat Centers

6. Other ideas?

VOTE

We will only move forward

with two studies in 2014. Of

the six options listed, please

vote on which you would like
to see move forward.

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.
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Topics in the queue for custom or quick
hit research.

Here are a few ideas we want to do custom research on:

—

Deeper Advisor Perceptions Research

Voice of the Customer Research with Plan Sponsors
403(b) Advisor Fees, Services and Trends

. Succession Planning

Advisor M&A Best Practices

HSAs and the Health/Wealth Connection

Internal process and Capability Assessments

Others?

® N O U A WD

Please vote on which
subject you would like

. to see move forward.

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.

22



2017 webcast series: looking forward

Purpose Based on Facts and Research
Quarterly series for sales teams, wholesalers, PMB Advisor Database, IRA Database,
relationship managers, and consultant/ Syndicated and Custom Research.
advisor relations groups who work with
advisors.
7 Topics to Choose From Valuable Tools Include
1. Benchmarking DC Advisor Fees 10-20 minute live webcast
2. The 401k Rollover Market
_ __ _ a leader discussion guide to
3. Advisors and the Participant Experience =/ continue the dialogue after the
4. Partnering with Advisors at Committee webcast plus
5. The Value of Succession Planning —, a co-branded, one-page tip
6. IPS Basics =) sheet to help your team apply
_ _ _ _ the information and bring
7. Disruptive Technology in Retirement the best insights back out to

advisors over the next quarter.

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.



éThank you!

We want to hear your ideas and talk with you about whether or not our
research can help your business grow. Contact us at:

. Institutional Retirement Research
' Robin Green

651.336.4963
robin.green@fi360.com

......................................................................................................................................

Product Development

John Faustino
412.504.0748
john.faustino@fi360.com

© 2016 Ann Schleck & Co., an fi360 Company. All Rights Reserved.
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