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1 Since Ernst & Young is serving as independent
fiduciary for Pentegra, Ernst & Young will not be
engaged as Pentegra’s independent certified public
accountant.

by the same personnel at the same
facilities as the Fund. The Thrift Plan
has a board of directors which, in
addition to the President of the Thrift
Plan, consists of 6 individuals who are
presidents of various employers that
participate in the Thrift Plan.

2. The Fund proposes to create a
wholly-owned, for-profit subsidiary
corporation designated as Pentegra
Services, Inc. (Pentegra), a Delaware
corporation, in order to externalize the
services the Fund performs for
employee benefit plans (the Plans) and
their sponsoring employers (the
Employers) in a way that will enhance
the value of the assets of the Fund. The
applicant represents that research
indicates that, if the Fund does not
expand its employee benefit services to
gain new clients, it is facing the problem
of increased costs of plan administration
on a per participant basis because of the
consolidation and contraction of many
companies which occurred in recent
years in the thrift industry. The
intention of the Fund is to have
Pentegra, on a cost effective basis,
expand its current services and
activities by providing various
ministerial or fiduciary services to Plans
and their Employers, which may or may
not participate in the Fund or in the
Thrift Plan. The applicant represents
that the creation of Pentegra will enable
the Fund to develop new products and
services for employers outside of the
banking industry that not only will
enhance revenues but will increase
significantly the experience and
resources of the Fund and enable the
Fund to attract and retain a highly
qualified staff of employees.

The applicant represents that Pentegra
will report not less frequently than
annually to the board of directors of the
Fund, a detailed description of the
services it provided to employee benefit
plans and/or to their sponsoring
employers that participate in the Fund
and the Thrift Plan. Also, the report by
Pentegra will give a detailed account of
the fees received for such services and
will estimate the amount of fees it
anticipates receiving in the following
year from the plans and/or their
sponsoring employers. Further,
Pentegra’s financial statements will be
audited annually by an independent
certified public accountant and such
audited statements will be reviewed by
Pentegra’s independent fiduciary (see
below).

The services that Pentegra is
proposing to provide to tax-qualified
defined benefit and defined
contribution plans and to their
sponsoring employers include:

(a) Preparation of plan documents and
summary plan descriptions.

(b) Procurement of favorable
determination letters with respect to the
tax qualification of the plans from the
Internal Revenue Service.

(c) Maintenance of books of account
for plans and each participant,
disclosing, among other things, accrued
benefits and account balances.

(d) Performance of plan
administration functions involving
preparation of employee statements,
calculation and payment of benefits,
preparation of investment performance
data, top-heavy testing, and
administration of plan participant loans
and hardship withdrawals.

(e) Performance of functions
necessary for maintaining compliance
with applicable provisions of the Code;
such as, the special nondiscrimination
testing, testing for compliance with the
annual limitations on contributions and
benefits, and testing for compliance
with minimum coverage and
participation requirements.

(f) Assist in the preparation of annual
reports and participant benefit
statements as required by the Act and
Code.

(g) Provide consulting services to its
clients, including employers
participating in the Fund or Thrift Plan,
with respect to tax-qualified retirement
plans.

Pentegra is represented by the
applicant to have intentions of offering
similar services with regard to
nonqualified compensation plans or
arrangements as will be offered with
regard to tax-qualified retirement plans.
The nonqualified plans will be excess
benefit plans, supplemental executive
retirement plans, salary continuation
plans, elective deferred compensation
plans, and various types of equity-based
compensation arrangements, such as
stock options, stock appreciation rights,
and phantom stock.

Accordingly, with respect to such
nonqualified plans and arrangements,
Pentegra intends to perform for its
clients, including employers
participating in the Fund or the Thrift
Plan, the following enumerated services:

(a) Preparation of appropriate plan
documents and, as applicable, summary
plan descriptions.

(b) Assist employers in obtaining
various rulings from governmental
authorities; e.g., IRS private letter
rulings.

(c) Maintenance of books of account
for plans and for each participant in the
plan.

(d) Performance of various
administration functions, such as
benefit calculations, testing for

compliance with tax withholding
requirements, and making
determinations of eligibility for benefits
and payment options.

(e) Assist in preparation of annual
reports of plans and participant benefit
statements.

(f) Provide consulting services to
clients, including Fund and Thrift Plan
sponsoring employers, with respect to
nonqualified plans.

3. The Fund is contracting with Ernst
& Young, a New York partnership, to
employ its division of Actuarial,
Benefits, and Compensation Consulting
Services (ABC) to be the independent
fiduciary with respect to the services
Pentegra will render to Employers that
participate in the Fund or the Thrift
Plan and to the Plans sponsored by the
Employers.

Ernst & Young represents that it is an
international professional services firm
performing as independent auditors and
business advisers to a broad range of
companies engaged in various business
activities, including companies engaged
in regulated industries, such as banking,
insurance, and utilities. Its clientele
includes companies required to comply
with the Act. In addition, Ernst & Young
states that as auditors, it has numerous
policies, practices, and systems in place
to ensure that it remains independent
from its clients. 1 Ernst & Young has 600
locations worldwide with 20,000
employees that generated domestic
revenues for fiscal 1993 of $2.3 billion
and global revenues that exceeded $5
billion. They further represent that
including its undertaking as
independent fiduciary for the Fund, it
will not receive revenues from the Fund
and the Thrift Plan that exceed one
percent of its gross receipts from all
sources for any fiscal year.

The practice of ABC provides a
variety of services related to qualified
and nonqualified retirement programs,
including defined benefit and defined
contribution arrangements, and welfare
benefit and executive compensation
programs. It also deals with benefits,
tax, and regulatory issues, actuarial
matters, and employee communications.
ABC has more than 350 professionals
located nationwide, comprised of
attorneys, accountants, actuaries, plan
administrators, and consultants. ABC is
familiar with the types of services that
Pentegra proposes to provide to both
qualified and nonqualified plans
because of its having performed all of
those services for its own clients. ABC


