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ENVESTNET

The Power of Integration
Frequently Asked Questions
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Q: Are there significant benefits to advisory firms that fully integrate their
technology environment?

A: Yes. Studlies indicate that advisory firms that are supported by a fully integrated
technology environment spend the majority of their time (52 %) with clients — about 50%
more time than the average advisor.

FIGURE &: TECHNOLOGY INTEGRATION IMPACTS TIME AVAILABLE FOR CLIENTS
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Source: Aite Group’s survey of T8 registered investment advisors, June 2007

The more time that advisors are able to spend on building or maintaining their book of
business, the more likely they are to grow their advisory practice.



Q: How can integrated technology ease the administrative burdens
experienced at advisory firms?

A: The graph below iflustrates the percentage of time an advisor spends per month on
each task and highlights the fact that advisors spend approximately the same amount
of time prospecting for new clients as they do on various administrative tasks.

['FIGure 1: CLIENT ACausiTioN aND PROSPECTING DOMINATE aN ADwisor's Doy

Q. Please allocate the percentage of time you spend per manth
on each task:
[n=201)

Customer Acquisition and Prospecting
Financial Planning
TradingandRebalancing
Customer Service

Account Setup andMaintenance
Monitoring

General Administration
Proposal Generation
Compliance

CorporateActions

Other

| Source: Afe Group’s survey of 201 financial advisors, sumnmer 2008

However, as illustrated below, advisors can significantly reduce their administrative
burdens through integrated technology. In fact, advisory firms that are fully integrated
only spend 11% of their time on administrative tasks versus 28% of the time spent by
advisory firms that do not integrate technology.

FIGURE 7: TECHNOLOGY INTEGRATION IMPACTS TIME SPENT ON ADMINMISTRATION

Percentage of Advisor Time Spent on Administration and
Miscellaneous Functions as Compared to their Level of

Technology Integration {n=46}
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Sowurce: Aite Group’s survey of T8 registered invesimenf advisors, Jume 2007




Q: Can integrated technology also ease compliance functions experienced

at advisory firms?

A: Yes. As illustrated in the graph below, advisory firms with a fully integrated
technology environment have reduced the time spent on compliance functions to 9%
versus the 15% spent by firms that do not integrate their technology environment.

FIGURE 8: TECHMOLOGY INTEGRATION IMPACTS TIME SPENT ON COMPLIANCE FUNCTIONS
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as Compared to their Level of Technology Integration

{n=48)

Noneoftheiools Afewtoolsare Mostiooks are

areintegrated integrated

All tools are

integrated integrated

Source: Aite Group's survey of T8 registered invesiment advisors, Jume 2007

Q: Can a fully integrated technology environment help increase the assets

in an advisor’s book of business?

A: Possibly. The graph below illustrates that 91% of advisory firms with more than
$100 million in assets are mostly or fully integrated. However, almost half (47 %) of
smaller advisory firms with less than $100 million in assets are only partially integrated

or are not integrated at all.

["FiGurE & CURRENT LEVELS OF TECHNOLOGY INTEGRATION AT RIA Firms

Gi: What is the level of integration of the tools you have
mentioned above? (Percent of RIAs in Category:
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Q: How can Envestnet help advisory firms increase their operational
efficiency?

A: Envestnet’s tightly integrated technology platform has been structured much like that
of a pyramid which involves unity and support. [Its strength lies in the perfect alignment
and integration of all of its components whereas each stone supports all the other
stones.

Raglonal Sales Dirsctors and faglonal Salss Contutt arts

Advisory Services Investment Management Technology Operations & Administration

Each of the 4 sides, illustrated above, represents the building blocks by which we help
aavisors strengthen their investment aadvisory business. Through Advisory Services,
Investment Management, Technology and Operations and Administration, Envestnet is
able to bolster the distinctive services and expertise that financial advisors have to offer
their clients while using the power of integration to create depth to their services as well
as efficiencies that can make their jobs measurably easier.

Q: What functional modules can Envestnet offer to help advisory firms
integrate their advisory practice?

A: Envestnet offers a wide range of tools and support that include. proposal generation,
portfolio rebalancing, performance calculation and reporting, and practice management
resources. Advisors can also manage fee-based assets in a variety of ways, including
aavisor-directed portfolio models, separately managed accounts and unified managed
accounts. Envestnet also offers the option to use multiple custodians with data
consolidation and reconciliation handled by Envestnet.

Q: What type of service support can advisory firms leverage should they
align their business with Envestnet?

A: Envestnet offers full service consulting for each advisory firm’s unique business and
investment solution needs. Envestnet can help advisors: build custom conversion
plans tailored to the advisory firm’s business timeline; offer support to ensure seamless
access for all client accounts, assist in building customized aggregated reports that can
combine commission-based Mutual Fund Direct assets with fee-based assets, access
overlay management, due diligence and investment research through PMC, the
investment consultancy of Envestnet; and maximize the opportunities presented in
transition — mapping the advisory firm’s strategies into new and existing strategies on
the platform.

In addiition, Envestnet’s service request system provides an intuitive, tractable and
efficient way of monitoring service requests. Request types can include. Raise cash,



Set-up Withdrawals, Invest Contributions, Change SIS, Harvest Gains or Losses,
Terminate. Liquidate or Hold and much more.

There are also 8 regional advisory services teams that are equipped to help advisory
firms on a daily basis from proposal generation to meeting with clients.

Disclosure

This Q&A discusses, among others, general developments, financial events in the news and broad investment
principles. It does not provide investment advice and is not an offer to sell a security or a solicitation of an offer, or a
recommendation, to buy a security. The statements contained herein are based upon the opinions of Envestnet and
third party sources. Information obtained from third party sources are believed to be reliable but not guaranteed. All
opinions and views constitute our judgments as of the date of writing and are subject to change at any time without
notice. Past performance is not a guarantee of future results.
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