ACG Insights: Implemented Consulting

What is Implemented Consulting?

Implemented Consulting, the outsourcing of investment discretion, is also known as Outsourced Chief
Investment Officer (“OCIO”) or Discretionary Investment Management. Simply put, Implemented Consulting is
a relationship between a client and an investment consultant whereby the consultant has investment discretion
for certain aspects of the client’s portfolio. According to Pensions & Investments and Cerulli Associates, more
than $1.6 trillion in institutional assets are currently managed through an Implemented Consulting model as of
Q1 2018. This is expected to grow to $2.3 trillion by 2022.
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This data includes global assets managed by investment outsourcing providers, with both full and partial discretion.
Projected assets are based on 2016 assets, growth rates predictions from Cerulli’s proprietary survey and Cerulli analyst
input. Growth rates from the survey project assets for 2018, 2020, and 2022; the remaining years (2019 and 2021) are
calculated based off interpolating the aforementioned years.

In an Implemented Consulting relationship, the consultant works with the client to develop an Investment Policy
Statement (“IPS”) which sets investment objectives, risk parameters, and asset allocation ranges. The client then
cedes day-to-day management of the portfolio to the consultant. The consultant makes all decisions related to
the investment process — hiring and firing investment managers, portfolio rebalancing, and making changes to
the asset allocation within the investment policy guidelines —and implements those decisions. The IPS governs
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the decision-making process and defines how the consultant will be judged for their management of the
portfolio. This keeps the consultant within guardrails set by the client.
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The following table shows the main areas of the consulting process and the differences in responsibility between
Traditional Consulting and Implemented Consulting. The key difference between the two is in the

implementation phase of the process.

Investment Policy Statement
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Additionally, fees charged for Implemented Consulting vary significantly based on size and complexity of
portfolios. According to Cerulli Associates, for portfolios of less than $100 million, the most common range of
fees charged by investment consultants is 21 to 30 basis points but can be as high as 90 basis points. For
portfolios of $101 million to $500 million, fees typically range from 11 to 30 basis points. However, the higher
fees associated with Implemented Consulting, compared to Traditional Consulting, may result in additional
benefits discussed in the next section.

Why do investors choose Implemented Consulting?

The governing bodies of many colleges, universities, not-for-profit organizations, religious institutions, and
retirement plans face ever-increasing responsibilities and complexity in managing toward the goals of their
institutions. Additionally, the board members for these organizations may not have the expertise needed to
make investment decisions as they likely come from a broad range of backgrounds. As such, boards have looked
to yield some of the required investment decisions and have opted to partner with investment consultants
through an Implemented Consulting relationship.

In a Traditional Consulting relationship, consultants bring recommendations to boards who then have to vote
on the approval of these recommendations. With Implemented Consulting, the board allows the consultant to
make these decisions. The time saved in board meetings from not voting on all investment decisions can be
used by the board to discuss other important topics, such as how to best use funds to further the mission of the
organization.

The operational burden of implementation can also be lifted from the internal staff of the organization. With
Traditional Consulting, once the board makes investment decisions, the staff must implement those decisions
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by filling out the appropriate paperwork and coordinating with custodians and investment managers. If your
organization is resource-constrained with respect to staffing, the consultant taking on this responsibility is
particularly helpful.

Further, with Implemented Consulting, investment decisions can be made and implemented on a real-time
basis. In Traditional Consulting, the consultant typically brings recommendations to the board four times a year
at quarterly board meetings. Following a vote by the board, the staff of the organization must implement the
change. This process may result in several months of lag time between when the consultant decided on the
recommendation and when that recommendation “goes live” in the portfolio. There is minimal lag time in an
Implemented Consulting relationship. The consultant has the ability to make portfolio changes as they deem
appropriate on a real-time basis.

Participants in a 2017 Cerulli Associates survey noted that a lack of internal resource (58%) and the need to
improve governance (58%) were the top reasons for pursuing an outsourced investment solution. Other reasons
(participants were asked to choose their top three reasons) included seeking improved risk-adjusted
performance (31%), seeking transfer of responsibility (28%), seeking operational and administrative support
(28%), and seeking stronger advisory relationship (i.e. garnering more out of existing relationship) (28%).

With respect to the response of “seeking transfer of responsibility,” it is important to note that some investment
consultants may be willing to take on co-fiduciary duties with the client, however utilizing Implemented
Consulting does not relieve the client’s governing body of their fiduciary duties. For example, under ERISA,
fiduciaries may delegate responsibilities by hiring a consultant to have discretion over investment duties (a 3(38)
adviser). However, the general fiduciary responsibility of hiring the 3(38) adviser and monitoring performance
periodically is not alleviated.

Top Reasons for Pursuing an OCIO Relationship
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Source: Cerulli Associates
Participants were asked to select the top three reasons why institutions choose to outsource.
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What differentiates Atlanta Consulting Group?

Implemented Consulting is not one-size-fits-all and there are varying levels of discretion, customization, and
services offered to clients by different investment consultants. Below we dive into a few factors that
differentiate Atlanta Consulting Group from other consultants.

Customization. Atlanta Consulting Group fully customizes each individual portfolio to directly reflect the
objectives and constraints of each client, no matter if the client is utilizing Traditional or Implemented
Consulting. We do not have model portfolios that we force fit clients into based on a limited number of
parameters. Our size allows us to be flexible compared to our larger competitors whose need for scalability
limits customization.

Discretion. Atlanta Consulting Group’s focus on customization also allows for varying levels of investment
discretion. For example, a client may want to retain discretion on all alternative investments in their portfolio
while allowing Atlanta Consulting Group to make decisions on all traditional investments.

Open Architecture. Atlanta Consulting Group is not affiliated with any investment managers. As a result, we
have a fully open architecture platform whereby we can choose what we believe to be the best investment
managers for each portfolio. Investment consultants who have affiliations with investment managers may be
bound to utilizing their firm’s strategies, limiting their investment opportunities.

Client Service. Atlanta Consulting Group prides itself on client service. Clients yielding investment discretion
does not result in decreased levels of communication. We communicate all portfolio changes to clients in a
timely manner. And, as with all clients, we meet in person on a quarterly basis, collaborate in the development
of the Investment Policy Statement, provide customized educational sessions, report on investment
performance, and negotiate with investment managers and custodians on each client’s behalf. Additionally,
some examples of specialized services Atlanta Consulting Group provides based on client type are as follows:

e Endowments and Foundations: Spending policy analyses, ESG/Socially Responsible Investing

e Hospitals/Healthcare: Days cash on hand analyses, Stress testing and scenario analyses

e Retirement Plans: Liability Driven Investing (LDI), Asset/Liability studies, Defined contribution plan
investment line-up

Access to Professionals. Atlanta Consulting Group is focused on a team-based approach. Clients of Atlanta
Consulting Group benefit from the full depth of experience of all ACG employees. There is no separate team
managing Implemented Consulting portfolios.

Length of Experience. Atlanta Consulting Group was founded in 1985 and has been managing institutional
portfolios for over 30 years.
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DISCLOSURE

Investing is subject to a high degree of investment risk, including the possible loss of the entire amount of an investment.
You should carefully read and review all information provided by The Atlanta Consulting Group Advisors, LLC (“ACG"),
including ACG’s Form ADV, Part 2A brochure and all supplements thereto, before making an investment.

The information contained herein reflects the opinions and projections of the ACG as of the date of publication, which are
subject to change without notice at any time subsequent to the date of issue. All information provided is for informational
purposes only and should not be deemed as investment advice or a recommendation to purchase or sell any specific
security. While the information presented herein is believed to be reliable, no representation or warranty is made concerning
the accuracy of any data presented. You should not treat these materials as advice in relation to legal, taxation, or
investment matters.

Various indices, including, but not limited to the S&P 500 Index, the FTSE 3-Month Treasury Bill Index, and the Russell
2000 index (each, an “Index”) are unmanaged indices of securities that are used as general measures of market
performance, and their performance is not reflective of the performance of any specific investment. The Index comparisons
are provided for informational purposes only and should not be used as the basis for making an investment decision.

Statements herein that reflect projections or expectations of future financial or economic performance of the Fund are
forward-looking statements. Such “forward-looking” statements are based on various assumptions, which assumptions may
not prove to be correct. Accordingly, there can be no assurance that such assumptions and statements will accurately
predict future events or ACG’s actual performance. No representation or warranty can be given that the estimates, opinions
or assumptions made herein will prove to be accurate. Any projections and forward-looking statements included herein
should be considered speculative and are qualified in their entirety by the information and risks disclosed in the confidential
offering document. Actual results for any period may or may not approximate such forward-looking statements. You are
advised to consult with your independent tax and business advisors concerning the validity and reasonableness of the
factual, accounting and tax assumptions. No representations or warranties whatsoever are made by ACG any other person
or entity as to the future profitability of investments recommended by ACG.
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