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About This Report

Note: Retirement Capital Group, Inc. (RCG) neither acts as legal counsel, actuary nor 
provides accounting services. Recommendations should be reviewed with appropriate 
counsel. This report contains proprietary and confidential information belonging to 
RCG (www.retirementcapital.com). Acceptance of this report constitutes 
acknowledgement of the confidential nature of the information contained within.
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Investment Selection is one of the most important aspects of a nonqualified deferred 
compensation plan as it not only impacts the participants returns, but also the 
company’s cost.

This report will discuss the aspects of Investment Selection and a process to use.
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Section I.
Deferred Compensation Plan 
Investment Selection



Deferred Compensation Plan Investment Selection

With 54% of nonqualified plan investment selection being variable, the 
selection process becomes an important aspect in the design of a plan.
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Floating Rate 27%

Fixed 12%

Other 7%

Variable 54%

2004 Deferred Compensation Survey



Deferred Compensation Plan Investment Selection

Selection ProcessSelection Process

Many plans use a bias process for selecting the investments 
for their nonqualified plan:

Mirror 401(k) Funds;
Insurance Product Investment Managers.
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Deferred Compensation Plan Investment Selection

Selection Process Selection Process (continued)(continued)

Both processes have their bias and additional costs.

Senior Executives desire best managers.

Cost of funds is an important aspect of total return.
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Deferred Compensation Plan Investment Selection

Selection Process Selection Process (continued)(continued)

Ideal solution is to have a blank “piece of paper” to selecting the managers.

Select asset classes and managers before selecting funding vehicle,       
(i.e. Mutual Funds or COLI*).
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* Corporate Owned Life Insurance.



Section II.
The ScorecardSM System



The ScorecardSM System

The ScorecardSM System was created by Deferred Compensation Investment Advisors 
(DCIA) as a way to score/rate funds utilizing multiple criteria commonly applied in 
today’s institutional* marketplace. The result is a straightforward and understandable 
numerical scoring system.

What we are trying to determine:

Was past performance attributable to skill, or was it luck?

Who had the best return?
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* Institution investors (i.e. pension, public funds, endowments, insurance companies and commercial banks) manage large pools of money for beneficiaries, stockholders, 
policyholders, and/or members of an institution. The investment policies of an institution are reviewed by experienced investment professionals.



Large Cap Growth Large Cap Growth –– Executive SummaryExecutive Summary

The ScorecardSM System
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Sample illustration from the ScorecardSM System.
This hypothetical illustration portrays the potential performance of an unspecified 
mutual fund. It may not be used to predict or project investment results. Fees 
and charges vary between mutual funds; must refer to the prospectus for 
complete information on fees, charges or expenses. Mutual funds are available 
by prospectus only. 
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Large Cap Growth Large Cap Growth –– Annualized PerformanceAnnualized Performance

The ScorecardSM System

Sample illustration from the ScorecardSM System.
This hypothetical illustration portrays the potential performance of an unspecified 
mutual fund. It may not be used to predict or project investment results. Fees 
and charges vary between mutual funds; must refer to the prospectus for 
complete information on fees, charges or expenses. Mutual funds are available 
by prospectus only. 



Large Cap Growth Large Cap Growth –– Style AnalysisStyle Analysis

The ScorecardSM System
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Sample illustration from the ScorecardSM System.
This hypothetical illustration portrays the potential performance of an unspecified 
mutual fund. It may not be used to predict or project investment results. Fees 
and charges vary between mutual funds; must refer to the prospectus for 
complete information on fees, charges or expenses. Mutual funds are available 
by prospectus only. 



Large Cap Growth Large Cap Growth –– Style AnalysisStyle Analysis

The ScorecardSM System
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Sample illustration from the ScorecardSM System.
This hypothetical illustration portrays the potential performance of an unspecified 
mutual fund. It may not be used to predict or project investment results. Fees 
and charges vary between mutual funds; must refer to the prospectus for 
complete information on fees, charges or expenses. Mutual funds are available 
by prospectus only. 



Large Cap Growth Large Cap Growth –– Modern Portfolio StatisticsModern Portfolio Statistics

The ScorecardSM System
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Sample illustration from the ScorecardSM System.
This hypothetical illustration portrays the potential performance of an unspecified 
mutual fund. It may not be used to predict or project investment results. Fees 
and charges vary between mutual funds; must refer to the prospectus for 
complete information on fees, charges or expenses. Mutual funds are available 
by prospectus only. 



Large Cap Growth Large Cap Growth –– Risk Return AnalysisRisk Return Analysis

The ScorecardSM System
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Sample illustration from the ScorecardSM System.
This hypothetical illustration portrays the potential performance of an unspecified 
mutual fund. It may not be used to predict or project investment results. Fees 
and charges vary between mutual funds; must refer to the prospectus for 
complete information on fees, charges or expenses. Mutual funds are available 
by prospectus only. 



Large Cap Growth Large Cap Growth –– Up Down Capture AnalysisUp Down Capture Analysis

The ScorecardSM System
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Sample illustration from the ScorecardSM System.
This hypothetical illustration portrays the potential performance of an unspecified 
mutual fund. It may not be used to predict or project investment results. Fees 
and charges vary between mutual funds; must refer to the prospectus for 
complete information on fees, charges or expenses. Mutual funds are available 
by prospectus only. 



Large Cap Growth Large Cap Growth –– Relative Risk Return AnalysisRelative Risk Return Analysis

The ScorecardSM System
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Sample illustration from the ScorecardSM System.
This hypothetical illustration portrays the potential performance of an unspecified 
mutual fund. It may not be used to predict or project investment results. Fees 
and charges vary between mutual funds; must refer to the prospectus for 
complete information on fees, charges or expenses. Mutual funds are available 
by prospectus only. 



Large Cap Growth Large Cap Growth –– Peer Group Analysis (Return)Peer Group Analysis (Return)

The ScorecardSM System
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Sample illustration from the ScorecardSM System.
This hypothetical illustration portrays the potential performance of an unspecified 
mutual fund. It may not be used to predict or project investment results. Fees 
and charges vary between mutual funds; must refer to the prospectus for 
complete information on fees, charges or expenses. Mutual funds are available 
by prospectus only. 



Large Cap Growth Large Cap Growth –– Peer Group Analysis (IR)Peer Group Analysis (IR)

The ScorecardSM System
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This hypothetical illustration portrays the potential performance of an unspecified 
mutual fund. It may not be used to predict or project investment results. Fees 
and charges vary between mutual funds; must refer to the prospectus for 
complete information on fees, charges or expenses. Mutual funds are available 
by prospectus only. 

Sample illustration from the ScorecardSM System.



Section III.
Risk-based Model Portfolio Construction



Risk-based Model Portfolio Construction

Deferred compensation Investment Advisors ScorecardSM System is the only 
system to monitor funds in COLI contracts.

Value Blend Growth
10 9 10 Large

5 6.5 8 Mid
9 N/A 6 Small

Int'l Global Core Fixed
9 9 8
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Hancock MEVL III

Vendor
Score

Value Blend Growth
9 6 8 Large
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Value Blend Growth
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8 9 10 Small
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Sample illustration from the ScorecardSM System.

This hypothetical illustration shows how the performance of underlying accounts could 
potentially affect a policy’s cash values and death benefits. It may not be used to 
predict or project investment results. Fees and charges vary between different policies; 
must refer to the policy prospectus for complete information on fees, charges or 
expenses. Variable COLI is available by prospectus only. 



Risk-based Model Portfolio Construction

Asset Allocation Portfolios. DCIA structures portfolios based on various 
risk tolerances to help participants with asset allocation. 

Aggressive
Moderate 

Aggressive Moderate

Moderate 
Conservative Conservative
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Sample illustration from the ScorecardSM System.



Section IV.
Qualitative Criteria



Qualitative Criteria

0-2 points allowed in the qualitative category.

20% of the score.

“What makes a good fund great.”

Primary qualitative factors:

Manager tenure;
Fund expenses;
Strength/significance of statistics.

Other qualitative considerations:

Quality of firm, resources, and reputation;
Pending litigation, legal and/or governance issues;
Other factors which may impact the fund’s management.
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Section V.
Summary



Summary

Emphasis on quantitative analysis (versus the 401(k) vendor’s own due diligence, 
which is usually more qualitative and subjective).

The fund’s Score can be used as a tool to:

Add Funds
Eliminate Funds (0-4 points)
Watch List Funds (5-6 points)

The ScorecardSM allows the user to drill down into the suspect areas, identified 
easily by the fund’s score.

Fiduciaries can evaluate investments in a more comprehensive manner through one 
single score.

Participants has better process for Asset Allocation.
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Disclosure

The opinions, estimates, charts and / or projections contained hereafter are as of the date of this 
presentation / material(s) and may be subject to change without notice. RCG endeavors to ensure that the 
contents have been compiled or derived from sources that we believe are reliable and contain information 
and opinions that we believe are accurate and complete. However, RCG makes no representation or 
warranty, expressed or implied, in respect thereof, takes no responsibility for any errors and omissions 
contained therein and accepts no liability whatsoever for any loss arising from any use of, or reliance on, this 
presentation / material(s) or its contents. Information may be available to RCG or its affiliates that are not 
reflected in our presentation / material(s). Nothing contained in this presentation constitutes a solicitation, 
recommendation, endorsement, or offer to by or sell any investment product. Investing entails the risk of loss 
of principal and you alone assume the sole responsibility of evaluating the merits and risks associated with 
investing or making any investment decisions.

The preceding overview of the most common funding devices – mutual funds and Corporate Owned Life 
Insurance (COLI) – is provided at the request of (Company). RCG emphasizes that there are significant 
differences between mutual funds and COLI. Moreover, no two mutual funds are the same, and no two COLI 
products are the same. Both mutual funds and variable COLI are offered by prospectus only. Please refer to 
the prospectus, as well as specific policy forms, for a complete discussion of all applicable fees, charges, 
expenses and risks. 

The hypothetical illustrations show how the performance of underlying accounts could potentially affect a 
policy’s cash values and death benefits. It may not be used to predict or project investment results.


