FIDUCIARY FORUM

March 2004

Volume 8, Issue |

THE LAWYER AS TRUSTEE:

DUTIES WITH RESPECT TO

INCEPTION ASSETS

PREFACE

We examine certain issues surrounding trustee duty to
formulate and implement, within a reasonable amount of time
after accepting a trusteeship, strategies for the retention and
disposition of assets. In discharging the duties of the office,
the trustee looks to the provisions of the trust instrument, as
well as to applicable statutes and court precedents. Many
trusts, however, have broadly drafted permissive language
granting the trustee “absolute discretion” regarding the deci-
sion to sell or retain inception assets. Likewise, Maryland’s
Prudent Investor Rule differs from the statutes adopted by
other states as well as from the Uniform Prudent Investor Act
in its guidelines for review of trustee investment decisions.
Absent cases providing clear guidance for trustees electing
“Prudent Investor” status with the Commissioner of Financial
Regulation, we consider possible consequences of trustee
decisions regarding inception assets lest the lawyer-trustee
inadvertently fall victim to unforeseen litigation perils. Further-
more, having considered critical issues prior to accepting a co-
trusteeship with either a family or commercial trustee, the law-
yer is in a better position either to reject a nomination to as-
sume trusteeship if he or she is uncomfortable with the pro-
posed co-trustee’s policies; or, having accepted, to protect the
interests of the beneficiaries.

Although courts will certainly wish to give effect to the lan-
guage of trust instruments that combine broad discretionary
powers with exculpatory clauses, it is not certain that they will
do so by providing trustees with a blanket license for impru-
dent conduct with respect to inception assets. Indeed, the
well-established principle of law stating that trust language is
not dispositive (i.e., the trustor cannot waive certain funda-
mental duties of the trustee), should give pause to trustees
who rely merely on boilerplate language to formulate guide-
lines for trust administration and asset management.

AMBIGUITIES IN TRUST PROVISIONS

Management of inception assets is truly an undertaking in
which the devil is in the details. Provisions of trust instru-
ments, reflecting the law at the time of drafting, may require
administration under current standards of prudence that differ
greatly from those originally contemplated by the trust’s crea-
tors. Original language, intended to thwart attempts to under-
mine strategies antithetical to the settlor’s intentions, may,
under the new legal environment, act as a straightjacket pre-
venting trustee flexibility to adopt modern standards of asset
management (or as a license permitting trustees to manage
assets suboptimally). Additionally, affixing language reflecting
new law to carryover boilerplate may create ambiguities that
cloud a trustee’s ability to interpret effectively trustor inten-
tions.
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Consider, for example, the following trust language:

“The trustee may acquire and retain investments that pre-
sent a higher degree of risk than would normally be au-
thorized by the applicable rules of fiduciary investment
and conduct. No investment, no matter how risky or
speculative, shall be absolutely prohibited, so long as pru-
dent procedures are followed in selecting and retaining
the investment and the investment constitutes a prudent
percentage of the Trust. The Trustee may but need not
favor retention of assets originally owned by me. The Trus-
tee shall not be under any duty to diversify investments
regardless of any rule of law requiring diversification....
The Trustee shall have absolute discretion in exercising
these powers”

What are the standards of prudence under which this trust
should be administered? The trustee is given absolute discre-
tion with respect to inception assets and is absolved from a
duty to diversify the trust’s investments. Is the required stan-
dard of prudence merely procedural (take title to property, ac-
count to beneficiaries, maintain impartiality, etc.)? Perhaps,
but the language directing that the trustee employ prudent
procedures in selecting and retaining investments, and that
the trustee consider the prudence of under or over weighting
investment positions, argues that prudence should also be
substantive in order to promote a good decision making proc-
ess. What construction should be put on trust provisions if the
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“...failure of a professional
to meet a minimum
standard of care is not a
mere error in

judgment.” (Minn. App.
1999) 591 N.W.2d at 748.

“...the purpose of an
exculpation clause is to
relieve a trustee of liability
for a breach of trust, not to
authorize the breach.”
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second sentence is removed? Does the grant
of absolute discretion indicate trustor intent to
negate trustee responsibility to the extent that
there is no longer need to act in a fiduciary ca-
pacity with respect to investment decisions?
Does the trustee need to evaluate the contribu-
tion of inception assets to the risk and return of
the trust portfolio? Does the trustee need to
articulate a rationale for asset concentration
risk (i.e. retaining stock to continue a special
relationship between the family and the com-
pany), or has the trustor written the trustee a
blank check with respect to investment strate-
gies so long as the trustee acts in good faith
with respect to the administration of the trust
estate? It is not clear, should this trust ever
become the subject of a fiduciary breach pro-
ceeding for lack of diversification, whether a
Maryland court would follow the logic of the
Minnesota court affirming a surcharge against
Norwest Bank and rejecting defense claims that
trust provisions including exculpatory clauses
absolved a diversification breach [“...failure of a
professional to meet a minimum standard of
care is not a mere error in judgment.” (Minn.
App. 1999) 591 N.W.2d at 748]; or whether a
court would grant a trustee summary dismissal
based solely on the language of the trust instru-
ment.

Consider, further, the following language
(which is currently the subject of fiduciary
breach litigation against a commercial co-
trustee):

“The Trustee is authorized in its fiduciary
discretion (which shall be subject to the
standard of reasonableness and good faith
to all beneficiaries) with respect to the trust
estate

¢ to retain in the form received, without
liability for loss, any property or invest-
ments of any kind, or any undivided
interests therein, received from any
source...regardless of any lack of diver-
sification, risk or non-productivity, as
long as the Trustee deems advisable,
and to exchange any such security or
property for other security or properties
and to retain such items received in
exchange, although said property
represents a large percentage of the
total property of the Trust Estate or
even the entirety thereof.

+ toinvest and reinvest all or any part of
the trust estate ... without being limited
by any statute or rule of law concerning
proper investments for the trustee.”

INCEPTION ASSETS

RECENT CALIFORNIA PROBATE
REPORTER ARTICLE DISCUSSES
PROBLEM OF AMBIGUITIES

The featured article in the December 2003
edition of Estate Planning & California Probate
Reporter discusses certain drafting issues
raised by the enactment of the Prudent Inves-
tor Rules embodied in the state Probate Code
as well as the promulgation of the Uniform
Trust Codel. The content of this article compli-
ments, in many respects, that of the “Lawyer
as Trustee” article. Here are a few excerpts
from the Probate Reporter:

“Sometimes it is difficult to determine
whether a clause is intended to create a
power, modify or eliminate a trustee duty,
or simply minimize the consequences of a
breach of duty (an exculpation clause).”

“Also, take a look at First Alabama Bank v
Spragins (Ala 1987) 515 So2d 962...in
which a trustee was held liable for a fail-
ure to diversify, despite a trust provision
expressly authorizing the trustee to make
investments ‘as to it may seem suitable...
regardless of any lack of diversification,
risk, or nonproductivity.”

“...the purpose of an exculpation clause is
to relieve a trustee of liability for a breach
of trust, not to authorize the breach.”

“..it is often desirable to expressly address
asset retention issues in the trust docu-
ment.”

“...arguments concerning settlor intent can
often be resolved by looking at circum-
stances and other trust provisions, but the
fact remains that a legal dispute could be
avoided if the drafter had perceived the
possible ambiguity of the clause and taken
steps to address it.”

1Dennis-Strathmeyer, Jeffrey A., “Trustee Administration

Powers: Drafting Considerations,: Estate Planning &

California Probate Reporter (Dec. 2003), pp. 68-78.

Again, the language is Janus-like. The trus-
tee is given license to ignore issues of diversifi-
cation, risk and lack of productivity; but may
ignore them only for “as long as the Trustee
deems advisable.” Furthermore, the grant of
discretion is not absolute but is qualified by
the construction “fiduciary discretion (which
shall be subject to the standard of reasonable-
ness and good faith to all beneficiaries)....” Is
the standard of prudence required for the trus-
tee the community’s standards as reflected by
and codified in applicable Prudent Investor
statutes? Or, should the provision allowing for

(Continued on page 3)
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Could any settlor prudently
agree to execute a
document that stripped
the trust of any recourse
against improper or
substandard asset
management?
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trust administration “without being limited by
any statute or rule of law concerning proper
investments for the trustee” signify that the
applicable fiduciary discretion is an ill-defined
or subjective set of beliefs the reasonableness
of which is determined by the commercial prac-
tices and profit imperatives of the trustee? If
“fiduciary discretion” is given little force and
effect, then one must agree that it was the trus-
tor's intention to hire a steward for family
wealth while simultaneously relieving the trus-
tee of an obligation to use standards of care,
skill and caution consistent with modern legal
and investment principles. But such an agree-
ment creates a transfer of property that may
represent something other than a trust (i.e. an
agency or a contract). Could any settlor pru-
dently agree to execute a document that
stripped the trust of any recourse against im-
proper or substandard asset management?
Trustee attempts to put such a construction on
the trust may, itself, be prima facie evidence of
negligence or reckless indifference to the needs
of the beneficiaries and may constitute an argu-
ment for trustee removal. If the trustee main-
tains that the applicable standards of prudence
should not be those currently ratified by the
legislature, then do the trustee’s proprietary
standards meet the test of
“reasonableness” (and, does such a defense
shift the burden of proof in a fiduciary breach
case from the plaintiff to the defendant)?

ANNOTATED CODE §15-114

Code §15-114 enumerates the guidelines
and standards for investment of assets under
Maryland’s Prudent Investor Rule. Section 15-
114(b)(5) states that, in general, a fiduciary
shall:

“‘Review fiduciary assets within a reason-
able time after acceptance of the fiduciary
appointment and make and implement de-
cisions concerning the retention or disposi-
tion of investments existing prior to the ap-
pointment in order to conform with this sec-
tion.”

Conformity with Section 15-114(b) reflects
standards of care, skill, and caution that, in
many respects, mirror the language of the Uni-
form Prudent Investor Act.

However, §15-114(c) creates unique stan-
dards for review of asset management deci-
sions:

“The fiduciary may exercise reasonable
business judgment regarding the antici-
pated effect on the portfolio of fiduciary
assets as a whole under the facts and cir-
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cumstances prevailing at the time of the
decision or action.

The fiduciary shall have no liability for con-
tinuing to hold fiduciary assets existing at
the time the fiduciary appointment was
accepted or subsequently added pursuant
to proper authority if, and as long as, the
fiduciary, in the exercise of good faith and
reasonable prudence, considers the reten-
tion to be in the best interests of the bene-
ficiaries or in the furtherance of the goals
of the governing instrument.”

By contrast, 84 of the Uniform Prudent
Investor Act, outlining duties at inception of
trusteeship, simply refers, in the Reporter's
Comments, to UPIA§2(a): “A trustee shall in-
vest and manage trust assets as a prudent
investor would, by considering the purposes,
terms, distribution requirements, and other
circumstances of the trust. In satisfying this
standard, the trustee shall exercise reason-
able care, skill, and caution.” The language of
8§15-114(c), therefore, suggests that Mary-
land’s legislature did not wish to hold trustees
to the standard of the “prudent expert” which
courts have applied to administration of em-
ployee benefit trusts under ERISA. Likewise,
the absence of the language in UPIA §2(f) [“A
trustee who has special skills or expertise, or
is named trustee in reliance upon the trustee’s
representation that the trustee has special
skill or expertise, has a duty to use those spe-
cial skills or expertise.”] suggests the possibil-
ity that Maryland commercial trustees provid-
ing investment management services may not
be held to the UPIA objective standard of pru-
dence which is to invest according to “an over-
all investment strategy having risk and return
objectives reasonably suited to the trust.” In-
deed, this line of speculation receives some
support in the language of §15-114(b)(3)’s
directive that trustees should invest and man-
age “as part of an overall investment strategy
that incorporates risk and return objectives
reasonably suitable under the terms of the
governing instrument and the nature of the
fiduciary appointment” [emphasis added].

The terminology of §15-114 may well evi-
dence the fact that the nature of the fiduciary
appointment in Maryland is fundamentally
different from the appointment contemplated
by the Uniform Prudent Investor Act. Use of
terminology like “reasonable business judg-
ment” implies that trustee decision making
occurs within the context of the corporate offi-
cer or director investing corporate assets on
behalf of his or her firm rather than on the
standard of the prudent investor similarly situ-
ated. The trustee, with respect to inception

(Continued on page 4)
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A power, such as
discretion regarding
investment decisions, tells
a trustee that he or she
has the ability to act or not
act on any investment
strategy; a duty, however,
imposes an obligation on
the trustee. Thus, in most
jurisdictions, courts have
ruled that discretionary
powers (including grants of
“absolute discretion”) must
be exercised under the
constraints imposed by the
duty of prudence.

In the world of modern
trust administration, what
should a beneficiary (and
legal counsel / co-trustee)
expect from a commercial

fiduciary?
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assets, must evidence “the exercise of good
faith and reasonable prudence.” What is the
relationship between “good faith and reason-
able prudence,” and “reasonable business judg-
ment?” Reasonable business judgment is a
standard that applies to a commercial market-
place (American corporations usually pursue
profit by focusing on proprietary technologies
and unique competitive advantages in an at-
tempt to capture market share through concen-
tration of resources rather than through diversi-
fication) rather than a standard that demands
that trustee decision making rise above the
morals of the marketplace. The difficulty for the
lawyer-trustee (and for trustors and beneficiar-
ies who must judge the merits of service pack-
ages offered by commercial fiduciaries) lies in
the fact that not only do the statutes fail to pro-
vide a bright line standard of prudence (if such
a monolithic standard would, in fact, be desir-
able); but also, they create puzzling ambiguities
due to the idiosyncratic juxtapositions of termi-
nology.

RIGHTS AND EXPECTATIONS
OF BENEFICIARIES

It is a well established principle of law that,
although a beneficiary has only an equitable
interest in trust property and personally has no
enforceable rights against the trust, he or she
has standing to sue for abuse of discretion
should a trustee’s dilatory or inefficient trust
administration prove detrimental to this inter-
est. In many states, trustee defenses based on
a beneficiary’s investment directives (or grantor
investment directives during the period that the
trust was revocable), beneficiary acquiescence
to poorly understood strategies, boilerplate lan-
guage granting broad scope discretion, exculpa-
tory provisions, and so forth fail to avoid sur-
charges for breach of fiduciary duties. Al-
though, at one time, a commercial trustee’s
mere opinion that blue-chip status for a security
mitigates the duty to achieve reasonable diver-
sification was sufficient to sway the members of
the bench [Estate of Knipp, 414 A.2d 1007-10
(Pa. 1980) ruling in favor of a trustee that failed
to diversify a portfolio 97% invested in Sears
Roebuck & Co. stock: “Sears stock was, during
the period in question, reasonably believed to
be a sound, national, broad-based stock worthy
of investment by a fiduciary.”], currently, with
blue-chip security prices rising and falling like
yo-yos (and some dot-com, telecommunications
and internet stocks sinking like lead weights)
such a post-Enron, post-Lucent Technologies
defense is laughably irrelevant and ineffective
in many jurisdictions [e.g. In re Estate of Rowe,
712N.Y.S.2d (S. Ct. 3d Div. Aug. 10, 2000 sur-
charging a commercial trustee for failure to di-
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versify a charitable lead trust’s concentrated
position in IBM stock].

Irrespective of the language of the trust
instrument (unless such language evidences
the trustor’s intent to ignore principles of mod-
ern financial economics in order to accomplish
clearly specified objectives such as continua-
tion of a special relationships between the
family and the property in question) should a
trustee retain property in the form received
unless it is prudent to do so? This is a varia-
tion on the more general question of the differ-
ence between a power and a duty. A power,
such as discretion regarding investment deci-
sions, tells a trustee that he or she has the
ability to act or not act on any investment
strategy; a duty, however, imposes an obliga-
tion on the trustee. Thus, in most jurisdictions,
courts have ruled that discretionary powers
(including grants of “absolute discretion”)
must be exercised under the constraints im-
posed by the duty of prudence. For trusts ad-
ministered in Maryland, are the force and ef-
fect of the discretionary powers and exculpa-
tory provisions embedded in the trust instru-
ment to be evaluated in terms of the
“reasonable prudence” of the trustee’s invest-
ment decisions? The judicial answer to this
question will determine the extent to which
trustees will be procedurally prudent caretak-
ers of assets or, will be substantively prudent
caretakers of investment policy suited to the
purposes, terms, distribution requirements
and other circumstances of the trust. If the
provider of commercial trust and investment
services, under Maryland law, does not have
the duty to employ professional skills with re-
spect to inception assets that are self-
evidently under diversified or inappropriate to
the needs of the beneficiaries (either because
they are under productive, cannot produce
adequate income for current beneficiaries,
etc.), it may be difficult to prevail in a breach
of duty action.

In the world of modern trust administra-
tion, what should a beneficiary (and legal
counsel / co-trustee) expect from a commer-
cial fiduciary? Consider a fact pattern where a
bank or trust company, pitches its services to
a grantor; or, having been nominated as trus-
tee in the governing instrument, provides
beneficiaries with information on its depth of
expertise and resources, its track record for
proprietary investment programs, its broker-
age services for trust customers, etc. Suppose
further that the welcome-to-the-trust-
department material identifies or references
trust department personnel that are members
of the Association for Investment Management

(Continued on page 5)
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At the heart of AIMR’s
“best practice” standards
is the recognition that
investment decisions
should be based on
academically sound
principles using generally
acceptable standards of
quantitative and statistical
analysis (“The risk of many
investment strategies can
and should be analyzed
and quantified in
advance”).
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and Research (AIMR) and that hold a Chartered
Financial Analysts (CFA) designation. AIMR is
“the primary professional organization for secu-
rities analysts, investment managers, and oth-
ers related to the investment decision-making
process...,” and it promulgates a Code of Ethics
and Standards of Professional Conduct in the
AIMR Standards of Practice Handbook: At the
heart of AIMR’s “best practice” standards is the
recognition that investment decisions should be
based on academically sound principles using
generally acceptable standards of quantitative
and statistical analysis (“The risk of many in-
vestment strategies can and should be ana-
lyzed and quantified in advance”). Specifically,
with respect to the suitability of inception as-
sets to the ongoing purposes, terms, distribu-
tion requirements and other circumstances of
the trust, the Handbook notes:

“The investment profession has long recog-
nized that the combination of several differ-
ent investments is likely to provide a more
acceptable level of risk exposure than hav-
ing all funds in a single investment. The
unique characteristics (or risks) of an indi-
vidual investment may become partially or
entirely neutralized when combined with
other individual investments within a portfo-
lio. Some reasonable amount of diversifica-
tion is thus the norm for many portfolios,
especially those managed by individuals or
institutions that have some degree of fiduci-
ary responsibility.... Understanding the ba-
sic characteristics of the investment is of
great importance in judging the suitability of
each investment on a stand-along basis,
but it is especially important in determining
the impact each investment will have on the
characteristics of the portfolio. For in-
stance, although the risk and return charac-
teristics of shares of a stock seem to be the
same for any investor if the stock is viewed
in isolation, the implications of such an in-
vestment vary greatly depending on the
other investments held.”

The existence of AIMR standards for invest-
ment management may be critically important
in the litigation arena. Commercial trustees
boasting that the trust department is populated
with CFAs run the risk that, if they fail to con-
duct and document adequate analysis of incep-
tion assets (capital gains tax liabilities vs. op-
portunity costs of maintaining concentrated
asset positions; risk-adjusted return expecta-
tions of alternative strategies, etc.) according to
best practice standards, they may also fail to
demonstrate “reasonable prudence” or fail to
demonstrate that a course of action remained
“advisable.” Certainly, evidence that an invest-
ment review committee periodically evaluates
each security in isolation to determine if it is a
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“safe” or “good” or “undervalued” security
merely documents a process that is wholly in-
adequate in terms of best practice standards
for portfolio management. Although, Plaintiff
may not prevail in a fiduciary breach suit; never-
theless, the question of deceptive trade prac-
tices remains on the table. Consumer fraud
statutes allow for methods of calculating dam-
ages that, in some cases, may result in very
high awards (fiduciary breach actions do not
ordinarily provide for punitive damages). If the
fiduciary held itself out as an organization with
investment expertise by virtue of its employ-
ment of individuals clearly identified by the CFA
designation, then courts may find that benefici-
aries have a reasonable expectation that the
CFA best practice standards will be employed in
the administration of the trust portfolio.

The Handbook details procedures for com-
pliance and directs that AIMR members should
create a written investment policy statement for
each client. Interestingly, this parallels the
American College of Trust and Estate Counsel’s
recommendation that ACTEC fellows acting as
trustees should design and implement a written
investment policy statement in a document
separate from the trust instrument; and, the
AIMR requirements also compliment the Ameri-
can law Institute - American Bar Association’s
recommendation in their Fiduciary Accounting
Guide (Chapter 10) regarding performance ac-
counting according to AIMR standards.

Lawyers, accepting positions as co-trustees,
may have a duty to represent the interests of
their clients by reviewing the policies and proce-
dures of a commercial fiduciary’s investment
management services. This is especially the
case where a commercial fiduciary intends to
treat inception assets either as fodder for roll-
over to proprietary investment programs; or,
because of boilerplate trust provisions, as a
source of supplementary fee income generated
through a strategy of benign neglect. The grow-
ing propensity of litigators to advance both con-
sumer fraud arguments and fiduciary breach
arguments suggests that employment of best
practice standards is the preferred method for
offloading liability.
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Warren Buffett asserts
that directors at most
mutual funds “routinely
rehired the incumbent
management company,
however pathetic its
performance had been.”
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WARREN BUFFETT ON
MUTUAL FUNDS

In her column “Net Worth”, San Francisco
Chronicle columnist Kathleen Pender reported
on noted investor Warren (the “Oracle of
Omaha”) Buffett's recently released annual let-
ter to shareholders of Berkshire Hathaway. Mr.
Buffett, Berkshire Hathaway's chief executive
officer, continued his ongoing tirade against
mutual fund directors. Last year, Mr. Buffett
called mutual fund directors “zombies”. He
notes that directors have a fiduciary duty to hire
the best possible managers at the lowest possi-
ble cost. Yet he asserts that directors at most
funds “routinely rehired the incumbent manage-
ment company, however pathetic its perform-
ance had been” and regardless of the fees
charged. Mr. Buffett praised New York Attorney
General Elliott Spitzer “and the whistleblowers
who aided him” in identifying fund abuses.

Buffett continues: “So what are the direc-
tors of these looted funds doing? As | write this,
| have seen none that have terminated the con-
tract of the offending management company.”
In an apparent reference to Strong Capital Man-
agement, which put itself up for sale after it was
implicated in the scandal, Buffett writes that at
least one “miscreant management company
has put itself up for sale, undoubtedly hoping to
receive a huge sum for ‘delivering’ the mutual
funds it has managed to the highest bidder.”
However, Mr. Buffett notes that the funds’ di-
rectors could simply hire new managers, spar-
ing “a huge payoff to the former manager who,
having flouted the principles of stewardship,
deserves not a dime.”

Given the strength of language used by Mr.
Buffett, and his credibility on investment topics,
fiduciaries responsible for trusts that have in-
vested with implicated mutual funds may want
to consider whether these fund investments
continue to be prudent. For more information
on the ongoing mutual fund scandal, please
visit our website at www.schultzcollins.com, and
review the Investment Quarterly (sister publica-
tion to Fiduciary Forum) for the third and fourth
quarters of 2003.
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QUOTES AND PRESENTATIONS

Patrick Collins was rated as the best
speaker at an American Cancer Society meet-
ing sponsored by the Orange County Bar Asso-
ciation. Mr. Collins’ topic was “Prudent Invest-
ment Portfolios”.

Mr. Collins was cited in the September
2003 issue of Financial Planning magazine as
an expert in Total Return Trust analysis.

On November 18, 2003, Jon Chambers
presented to the San Francisco Chapter of the
Western Pension & Benefits Conference. His
topic was “The Mutual Fund Trading Issue”.

On February 12, 2004, Mr. Chambers pre-
sented to the San Francisco Regional Office of
the Department of Labor’'s Employee Benefits
Security Administration. His topic was “Best
Practices for Fiduciary Management of Invest-
ments in 401(k) Plans”.

On April 21, 2004, Mr. Chambers will pre-
sent to the Seattle Chapter of the Western
Pension & Benefits Conference. His topic will
be "Investments & Fiduciary Responsibilities--
Impact of Actions by Trustees and Plan Part-
ners/Service Providers".

NEW CLIENT RELATIONSHIPS

Noteworthy new client relationships estab-
lished by SCLC during 2003 include the follow-
ing organizations:

The Mens’ Wearhouse, a publicly traded
national menswear retailer, engaged SCLC to
assist with the selection of a new vendor for
the company’s 401(k) plan, to develop an In-
vestment Policy Statement for the Plan, and to
monitor the Plan’s investment funds.

Gilead Sciences, a publicly traded biotech
firm, engaged SCLC to develop an Investment
Policy Statement for the company’s 401(k)
plan and to monitor the Plan’s investments.

North Bay Healthcare System (NBHS), a
public hospital and healthcare group, engaged
SCLC to assist with the management of a port-
folio earmarked for future capital spending
needs and for the NBHS Foundation.

Dolby Laboratories, a privately held devel-
oper of audio signal processing systems for
the motion picture, broadcasting, and music
recording industries, engaged SCLC to review
the Dolby 401(k) Plan investment funds and to
update the Plan’s Investment Policy State-
ment.



