Investment Proposals
for
Court Administered Guardianship and Custodial Accounts

Approved Investments:
The following investments are currently approved by the courts:

FDIC Insured Certificates of Deposit — Maximum Maturity 10 Years
U.S. Government and Agency Bonds — Maximum Maturity 10 Years
Insured Municipal Bonds — Maximum Maturity 10 Years

The latter two alternatives must be held at a local bank, trust department or a local office of an
institution with SIPC coverage and a demonstrated ability to handle “blocked” accounts. A
receipt for the funds from the institution in which they were deposited must be supplied to the
court. See example on page six. The maturity of the instrument used should generally be
matched to the probable duration of the guardianship or custody unless there is a valid reason to
vary the maturity. Such a reason must be presented to the court.

These alternatives must be used when the time horizon is less than four years. When the
settlement is less than $25,000, a minimum of 50% of the settlement amount must be invested in
these alternatives.

General Comments:

All other investment proposals will be considered in comparison to the above U.S. Government
backed instruments. The major individual factors to be considered in each case will be the time
horizon of the beneficiary and the beneficiary’s income and principal needs. Finally, all
investment proposals other than direct investment in the financial instruments listed above must
disclose complete front end, rear end and ongoing commission costs under all circumstances, all
management fees and any other fees for additional services. Pages two and three must be
completed with the indicated information and the indicated published information must be
attached. Any additional information must be presented in a clear and concise format.
Appropriate government required disclosures, prospectuses, form Adv.’s, etc. should be attached.

The court will generally require a biannual submission of then current investment information
similar to the original information presented.




General Guardianship and Custodial Information

Date:

Beneficiary Name: Social Security:
Address: Phone: - -
Guardian Name:

Address: Phone: - -

Advisor Name & Firm:

Address: Phone: - -

Is the Advisor acting as an agent or fiduciary?

Beneficiary Information:
Birthdate:

Estimated tax bracket:

Total assets involved:

What will the income and/or principal be used for:

Date when guardianship or custodianship will end:

Date when income will be needed:

Current income needed (estimate $ amount and %):

Dates when principal may be needed:




Disclosure Statement
Guardianship and Custodial Investment Proposal

Annual Yield Yield to Maturity
Certificates of Deposit Government Bonds
1 Year: % 1 Year Treasury Bills: %
3 Year: % 3 Year Treasury Notes: %
5 Year: % 5 Year Treasury Notes: %
10 Year: % 10 Year Treasury Notes: %

Name/Description of Investment:

General Object of Investment:

Growth* Growth & Income*
Balanced* Income (Bond)
Other
Rating A. Momingstar: _ Star(s),  Risk
B. ValueLine: __ Rank,  Risk (1-lowest, 5-highest)
One Time Commission/Loads (Attach explanation, if necessary) ***:
Front End % Back End %
Misc. %

Annual Expense Comparison (as per Morningstar or Value Line)
Investment Category Overview Proposed Investment Vehicle

Pro-rated one-time

Commission/Load** %
Average Annual Exp. Ratio % Annual Expense %

Total Annual Expense %
* Growth Stock/Equity investments should not be proposed for time horizons less than four years.
*x A one-time Commission/Load should be pro-rated over the anticipated time horizon of court

oversight of the investment up to a maximum of 5 years. For example: a 5% commission on an
investment for a minor who will be entitled to receive the funds in two years (at age 18) would be pro-
rated at 2-1/2% per year. Generally a pro-rated Commission/Load figure in excess of 1% will not be
allowed on equity/stock alternatives and for bond investments the figure must not be in excess of .5%. If a
load alternative is proposed, the court would prefer that it be from a “family” of funds over a number of
highly rated alternatives.

**¥%  Annuity products must disclose loads paid and all expenses in a manner similar to mutual funds.



Investment Proposal Analysis Comments

All investment proposal alternatives should be analyzed from three perspectives. The first would be a
brief evaluation of the Guardianship and Custodial Information. Is the proposal going to be made by an
individual or a recognizable financial institution? Will the institution act as agent or as a fiduciary? A
clear acknowledgment that they are acting as a fiduciary is preferable. What is the situation of the
beneficiary? In particular, there should be a focus on the time horizons. Equities (stocks) are not
predictable and a time horizon of less than four to five years would mean they are in a majority of
situations inappropriate.

The second and third perspectives are linked. The beginning of the Investment Proposal asks for a list of
current rates on investments that are already approved. Focus on the five and ten year rates. They should
be considered in light of the long term returns on financial assets. Over the last 50 years bonds have
averaged a return of 5% and a mix of large and small stocks have returned 11% to 12%. Obviously the
consideration of alternatives to the approved investments should be made in the light of what is available
on guaranteed investments. Again, the key consideration is the time element until funds are needed.
Higher returns are not predictable over short periods of time and while an 11% return sounds attractive, it
does not make a significant difference unless it occurs over a number of years.

In order to have a widely available and unbiased basis for evaluation, the focus of the guidelines is on the
Morningstar or Value Line reports. These are independent evaluations of mutual funds with their specific
reports on each fund. Average results for general categories of funds are then provided in their
“overview” reports. This allows an easy comparison between a specific fund and the average results/risk
for funds of its general type. The key areas of the overview reports would be the information under
history, performance and risk. In particular, the Expense Ratio and three, five and ten year performance
results should be considered. On the individual reports similar designations occur which allow rapid
comparisons. In addition, the individual reports give “star” or “rank” ratings which are an attempt to
quantify not only these factors, but a number of others and a “risk” rating. While certainly not perfect, a
four or five star/rank rating with a low or below average risk designation would appear to be appropriate.
One fact to consider is shown in the lower left which is the tenure of the manager. Obviously, a 10 year
record is academic if the manager has been there only a year. The required submission from Morningstar
or Value Line will provide the court with an easily understandable summary of important objective
information about an investment vehicle. A party should be free to supplement the required information
with reports from other rating services such as Standard and Poors or Lipper Analytical Services. These
have been excluded from the required submission because they may be less accessible to the public and/or
not as easily interpreted by the court.

The final focus should be on commission or load costs. Frankly, the comments and process on the
Investment Proposal page should be strictly maintained.



Additional Explanations

Past Investment Results: On mutual funds a current report must be available as well as an appropriate
“Overview” report for the category of which the suggested funds is a member. The reports may come
from Morningstar or Value Line. Generally the rating of equity and balanced funds must be at least “4”
Stars/Rank and the rating of bond funds must be at least “3” Stars/Rank. Banks recommending
commingled trust alternatives must present the appropriate information to allow easy comparison to a
Momingstar or Value Line “Overview” report. Other investment approaches must involve a registered
investment advisor or bank trust department and have at least a five year audited performance history that
is presented in a manner which allows easy comparison to similar approaches as per the required
“Overview” report. In all cases an appropriate “Overview” report must be attached from Morningstar of
Value Line.

Annual Operating Expenses: This figure is available for all mutual funds by law. Alternatives other
than mutual funds must present their estimated expenses in a manner similar to open end mutual funds.
See the attached example. Expense structures will be evaluated on the basis of the estimated time horizon
in light of the similar approaches with similar risks. All proposals must attach a copy of the most recent
Morningstar or Value Line “Overview” report for mutual funds similar to the proposed approach. If
specialized additional services are required the costs should be disclosed separately with appropriate
explanations.

Insurance and Custodial Services: Assets must be deposited with an institution providing FDIC, SPIC
or trust custodial services that can demonstrate both the knowledge and the procedures to handle
“blocked” accounts. In the first two cases if the value of the assets exceed the appropriated U.S.
Government agency insurance limits the institution must provide proof of additional insurance that would
replace the deposited investment instruments. Please attach the necessary documentation.

Fiduciary Responsibility: While not mandatory the court would prefer that financial organizations who
propose to manage assets sign an acknowledgment.



RECEIPT OF FUNDS DEPOSITED IN BLOCKED STATUS

This is to acknowledge that § was deposited with the undersigned on the
___ day of , 20 , by and
, parents or guardians of

, In Account No.

, and the undersigned agrees to hold the same, together with all

future interest, earnings and deposits, and not allow withdrawal thereof until such time as the minor
attains the age of 18 years, or until receipt of a court order authorizing said withdrawal.
The undersigned further acknowledges that:
O a) said funds will be invested in accordance with the Investment Plan attached thereto
and incorporated herein by this reference, or

O b) and )

parents or guardians of , have the authority to invest

and reinvest these funds within this securities firm solely in investment instruments that are

backed by the U.S. government or its agencies.

DATED at Spokane, Washington, this day of , 20

By:

Title:

For:
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Growth Overview
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