Due Diligence Works, Inc

Product Due Diligence
Product Shelf Management



What Does Due Diligence Works Do ‘ DDW

*  We help Broker-Dealers, RIAs and Wealth Firms meet their
Product Research, Due Diligence and Oversight
obligations. Regulations and client-centric strategies have made our
services not only a best practice, but a must in the industry.

- DDW researches thousands of products and recommends the best
ones for your firm, advisors, and clients. Our clients tell us, It just
makes sense and Why would you want to do this alone?

- Who Uses Our Services - DDW Client Info
— Product Managers — 35 firms use DDW in the US
— Due Diligence and Canada (~20k Advisors)
— OSJs — Broker Dealers Firms
— Sales Support — RIAFirms
— Advisors — Product Manufacturers
— Individual Producers (BD / RIA)
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Why A Partner Can Help

Because the regulators are demanding more

DDW

DUE DILIGENCE WORKS

Managing Risk

Our expertise is over
100 years of industry
knowledge, and over
60 years of due
diligence experience
and growing.

This is what we do.
It's a mind set that
needs focus. Due
Diligence is hard to do
with limited or over
committed resources.
With our focus, we
review each product
and take the time to
understand it, and see
how it fits into your
firm.

When a regulator
walks in and asks for
your file and records,
now it's one phone
call away. You don’t
have to worry about
training new hires,
attrition, and rehires
(this is how
knowledge gets lost).

An independent firm
is not beholden to
product providers or
internal affiliates, you
keep the relationship,
let the due diligence
firm do the leg work
and sometimes be
the bad guy.

Product Level Due Diligence is no longer optional,
best interest advice starts with robust full time due diligence.
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There are economies
of scale that can be
gained in the
industry. 100% of
due diligence internal
costs are driven by
number of products
not the size of your
sales force. We can
bring higher quality
at a better cost.
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Our Process

Available Universe

Quantitative screen

» Expenses, Performance, Consistency, Protection,
Sub Accounts, Rates

* AUM, Manager Duration, Alternative Classifications

Quantitative Review Qualitative review |
* Investment process, investment strategy, fund family

/ manager review)
» Complexity, Rider Complexity, Index, Crediting
Method, Transparency, MVA
* Review flagged quant screened products, determine
Qualitative Review if product should be brought back into consideration

Trend review
* Client Inflow / Outflows
+ Sales

Trend Review Fit to Wealth Management Firm
» Strategy

* Footprint

* Risk parameters

+ Existing product line up

Fit to Firm
Product Universe
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Due Diligence and Product Shelf Management

We take a bottom up approach in reviewing products

and producing Due Diligence Reports, also share our
unique insights on the product.

We take a top down approach in determining the

Product Line Up, look at the market universe, then
ensure it all fits together and aligns with the firm’s

strategy.

Lastly, we provide an FA Facing 4 Box Report for

advisors to use going beyond the facts to include target
clients, competitive edge and key insights.

Jackson National Perspective Il

PRODUCT TYPE
VARIABLE ANNUITY

CLIENT NEED

Company.

Company Products
Traditional VAs

2007 Sals -
thua1
(in'000)

2016 Sses -
trual
(in'000)

Annity Rider
Complexiy

Complexty

Subccount
Complexity

Transparency  Expenses

Variable Annuity Writeup

Product Type: Variable Annuity

Variable annuities are long-t

, tax-deferred i
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DDW

designed for

, involve i

risks and may

lose value. Earnings are taxable as ordinary income when distributed and may be subject to a 10% additional tax if

withdrawn before age 59%.

There are three key attributes than make up the product; investment options, benefit riders and expenses.

Rating
Agency

AM Best

Fitch
S&P

Moody’s

Rating

Description

Superior
Strong
Very Strong
Good

Surrender Period

The surrender period and applicable charges are the cost for the client to exit the product prior to the minimum
contract period. Withdrawals in excess of the 10% annual free amount will be subject to a surrender change during the

Average score:

Due Diligence

[ETrer——

Moderate to high piced VA with one

income ider. Even with oy one rider,

Inventory Management

Notable points

[ The base contract allows you to elect 7y or bonus options
- Lowercost income rider v.ather Vas

RIDERS [P . resicm PO PR i | sxex| s ) B 2 3 28 e e e il oners
ousedciems Senci Base
PR ccome o v e Tesiomx Oesnneice: e S 3 P P P 7 Howore SrvTorward Tow co VA s 37 srender
2 |- o o g D
e o - o0 Various st restrictions and st opions bt at highercost (1.30%)
— EEEmeT
ittt g sy . e e Approved  Approved ores Total | DDW Reasoning &
EAOET CUICHTE e ) rox m [onexononms ignanc.s [ESSHREREES Name Asseslass e Frotecsion Restrctions
e T it e ~  |omencenm: enowa. s x x__|rm0e200a ~0eKeE Large Cap Core Funds 1.3[Net Flows +/- 50%
i T T x x PEO20006 000 +~0X4E *emapitie Large-Cap Core Funds True 1.00] 2.00| 1.00|
icome et s e Gt beneit == x ~  |re0er000 soOW, TR0 FIDT8 [ Large Cop Core Funds | True 50| T00] 200)
COMPETITIVE EDGE % e i vt s ey 5 et 00T ieez & |zoonenexononse s x PR e = True 150} 00 200]
x x PEO2000 00N - True 1.50| 3.00| 1.50|
R ioe ~ 2 AONSe emee m . * % PBO2000 SO0 T @WO[PEGES | Lorge Cop Core Funds | True 250 1.00| 2.50]
e . ~  |rooer00a soom TORO|FEOHE | Large Cop Core Funds | True 50| 20| 150
e I — I e [+ [reowona oo = o e
- la-cane desgn for offering g and death e A x x__|PBoer00a_soon WO FIOIS [ Lorge Cop Core Funds | True P s_ol 300) 200)
= Adsitional 2% of contract carmings f 75 or under st contract s dute: x x PEOS20008 00N TN PETES Large-Cap Core Funds True 2.50| 4.00| 2.00|
s ———— oomeOn 1seonse M |enoonmexsn ss x ~  |r@0er000 soOW, TR0 FI0F8 [ Large Cop Core Funds | True 300) 300) 300)
et vamia e nd s e - —[e0ero0a woeR - T % oo 30
R o oxanOen 1cexORse M |izoxpneee. swenzEm P ~[f=aero0n oo T ORO]FIOI8  [LrgeCop Core Funds | Fabe S00] 00| 500
TS = «__[fe0ero0a_soow @O PIOHS [Large Cop Core Funds | Falie [ a0 500
et e P wes i [e— x «[fe0er00a oo OmO[F5H® [ Large Cop Core Funds | Fabse 500 ao0] 00 <100
. [ GxamOen 1SeNORSe m |onoxnoe enwenm x ~__[r@oeroon oo = Faise 00| 200 500] 300 a3
e o1 x «_[fe0ero0a soom B RO PIOHS  [Lage Cop Core Funds | True o) a0 400 500) a3 Net Flows +/-50% A <100
T W‘;ﬁ,wmw e ————eT— TE0e7008 00N “emn [Large-Cap Core Funds | True 00| 2.00] T T 3]
oxanmen 1sexOese w |omenceon snss 7=0e7008 100N, ~enn [arge-Cop Core Funds | _True P o 1 T [E
e s e o B 7Eae2008 100, ~enn [orge-Cop Core Funds | Troe 15 50 20q T [
T e TEOeZ000 00N ~Oexes - ema [Grge-Cop Core Funds | Troe 250] 100] 3 T 24|
B 7047000 (00N ~0eWeE - emn, arge-Cop Core runds | Troe 750) B B T 2
OECEDEAL * TEOeZ000 (00N, ~OeNeE S emA [(orge-Cop Core Funds | Troe 2 2 2 T 7|
TEOeZ000 (00N, OeWeE - emA [Garge-Cop Core Funds | Troe 350| 00| 3 T 23]
™ Accumuiation W Wealth Transfer x 062008 (0OW ~0eHel CemA Large-Cap Core Funds True 3. 3. 3. 1. 25|
U — TSR I [N TR T T e toernds | e S T I -

DDW - Confidential




New Client Portal Makes Product Searches
Quick and Easy

DDW

DUE DILIGENCE WORKS

F Dl‘JE DILIGENCE = Mike Freeman (Test Client) | Logout &

Annuities (IS AlProducts

5 My Documents

DDW's product library allows
you to compare and contrast
your products categorized
based on Client Benefit or
Need.

*  Quick access to Due
Diligence Reports and
Advisor 4 Box Reports

Client Need A SPIA'S Fixed Annuities Indexed Annuities Variable Annuities

Test Client - Products

Life Insurance

m Wealth Transfer

Account Value Income Benefit Account Value

Downside Prtection 6w oy B=
DaiyStep-Ups [ e o e
[rossccimero JE]

Annuities MyProducts |l

Client Need d SPIA's Fixed Annuities Indexed Annuities Variable Annuities

Variable Annuities

« Client need view or list
e ] e view by product category

Showing 1to 25 of 48 entries

>

Carrier Name Riders Actions

° You can toggle between M
A Accumator B =
Lincoln Financial  American Legacy Series isife Advantage w] i (Maraged Fisk) 2=
)
 Corencome Advantage 4 Slect [ Coreincome Advantage Slect Earings Enhancerment 08 | Enhanced ncome Slect | Guaranteed Protection Advntage 3 slect
Pacific Life Choice — — a B = tl t I t t
Pacific Life Choice Standard DB [E ] E : LI rr s I l l I IElr E El y : Llr
. Enhanced 6408 | Guaranteeofrincipal 8 | e Adv Selectw 18| i Advantage H H
Lincoln Financial  CholeePlus Assurance e [ rboned = . = N D= Inger IpS
Prudential Defined Income B
. ¢ ittimencome der [ aenchciary rotector 1108 | combination Enbanced 0 1 | ietime inome Captre ] ifetime ncome Track | One tonth harced 0
Nationwide Destination 2.0 B =

e v et
TommED T =0 B o= ensuring you alwayS know

ions 2.0 Standard.
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Services

Product Shelf Set-up
“Initial”

* Review and due diligence your
product shelf.

« |dentify gaps in your offering and
recommend new products to fill

gaps.

«  Compare your current products to
industry products, making
replacement recommendations
where appropriate.

* Identify issues or concerns and
bring recommendations to
product committee.

*  Ensure your product shelf is
compliant, best in class, and
ready for today’s market
environment.

Proactive Due Diligence
“Ongoing”

* Review and monitor your current
product shelf to ensure
appropriateness, track record,
tenure, complexity and assign risk
parameters to the product.

* Quarterly due diligence update
reports, married with sales reports
provide a true picture to grow your
business and mitigate risks.

* Annual deep-dive due diligence
reviews.

+ Always-on due diligence
monitoring, product changes,
industry changes, client changes,
and provider changes.

* Support your product committee
with periodic reviews,
documentation, expertise, helping
you get to the right answers in an
efficient manner.

W DDW

Product Shelf Optimization
“Optimization”

» Ensure Best Interest Advice can be
provided through the best product
shelf.

* Actively manage onboarding and
removing products to align with
today’s environment, your Advisor
expertise and client need, with the
expectation of increasing revenue.

» Add products that are expected to
fill a gap, grow revenue, and
provide better advice, minimizing
overlap and product
cannibalization.

» Prepare material for product
committee and provide real time
answers to questions shortening
decision time.

* Provider insights on the industry
regarding new products, sales
trends, risk point.



Understanding Fiduciary

— January 2018, Morrison|Foerster

Meet with retail retirement investors on a
regular basis and make sure they have an
adequate understanding of the client’s current
circumstances and objectives.

Conduct thorough diligence on all
investment products offered to retail
retirement investors.

Document the basis for the fiduciary’s
conclusion that a particular investment
product is in the best interest of the
customer.

Evaluate internal compensation arrangements
to ensure that they do not improperly
incentivise sales personnel to recommend
products that are not in the best interest of
retail retirement investors.

=" DbW

Train all sales personnel and supervisors to
comply with the new requirements.

Monitor account activity with a view to
detecting potential deviations from the new
best interest standard.

Establish procedures for documenting the
reasonableness of compensation received
from transactions with retail retirement
accounts.

Establish and enforce procedures to
identify and manage conflicts of interest.
Be certain to disclose all material conflicts

of interest.

Revisit distribution arrangements for new
issues to ensure they comply with the new
fiduciary rule.
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Who is Behind Due Diligence Work, Inc.

Michael C. Freeman is the President of Due Diligence Works, Inc. He
started the firm to take his years of experience in the Bank Channel,
Wire House, RIA and Platform Providers and create a better way.

“There is so much inefficiency and redundant work being done often at
a lower quality. Regulatory scrutiny is at an all time high and
increasing. By providing a service exclusively focused on Due
Diligence, the work can be done at a higher quality, with more scale,

and more strategic value.”

Prior to Due Diligence Work, Inc he was the
Managing Director, Head of Investments for Citi /
Smith Barney. He was responsible for Managing
the Product Offering, Due Diligence, Views on the
Markets, and the Wealth Specialists teams. His
Product Management responsibilities include due
diligence, management, and distribution of a broad
offering including: Mutual Funds, Annuities,
Insurance, Capital Markets, Alternatives, Financial
Planning, Retirement, Managed Accounts,
Brokerage Cash Management and Lending
Products.
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Prior to joining Citi, Mr. Freeman was a
Managing Director at Ameritrade. In his last role
at Ameritrade he was responsible for the
Investing Clients and Branch Management. He
also held senior roles as Head of Products for
Institutional and Investing Clients, Chief
Operating Officer of Ameritrade Advisory
Services, LLC, and as Director of Amerivest
Investment Management, LLC (Robo Advisor).
Prior to Ameritrade, Mr. Freeman was involved
in several start up organizations both in the US
and Europe; prior to which, he was a
Management Consultant with Ernst & Young
LLP. Mr. Freeman holds an M.B.A. with honors
from Boston University, and a B.S. from
Lafayette College.
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Who is Behind Due Diligence Work, Inc.

Jack M. Cramer has been consulting with banks, broker-
dealers, insurance companies and mutual fund companies
since 1997. His primary focus has been developing training,
marketing and coaching programs that increase sales by
maximizing the efforts and talents of front-line Brokers, their
Sales Managers and the Executive Management Team.

ACHIEVEMENTS EXPERIENCE

+Built financial services consulting firm with +23 years in Financial Services Industry

clients that include 15 of the top 30 bank *Entrepreneur, Consultant, Management, Advisor
broker-dealers and 7 of the top 10 annuity *Prominent Thought Leader to Bank Broker-
manufacturers Dealers and Product Manufacturers

*Hosts 10+ Industry Roundtables each year

bringing leaders together to address industry MILESTONES

issues, opportunities and challenges *President, Cramer + Associates, Inc.

+Built training, sales support and marketing arm +Vice President, Essex Corporation (TPM)

of first TPM to reach $5 billion in annual sales *Financial Advisor, Merrill Lynch

through banks
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