








investment, are there computer model investment advice programs currently
available to IRA beneficiaries that, by design or operation, limit the
investments modeled by the computer program to a subset of the investment
universe? If so, who is responsible for the development of such investment
limitations and how are the limitations developed? Is there any flexibility on
the part of an IRA beneficiary to modify the computer model to take into
account his or her preferences? Are such computer model investment advice
programs available to the beneficiaries of IRAs that are not maintained by the
persons offering such programs?

As stated above, Putnam does not offer or make available a computer model
investment advice program for use by Putnam IRAs to provide investment advice to
the account beneficiary. Our understanding is that a computer model investment
advice program offered by LT Save, Inc., provides advice to IRA beneficiaries with
respect to mutual funds and exchange-traded funds. However, we do not have
specific information responsive to this Question with respect to the LT Save computer
program or any other computer program.

Assuming such a computer model investment advice program were available,
however, our view is that the investment limitations under the program could be
imposed by two parties. First, the computer program sponsor or designer could limit
the universe of investment options to which the program could apply. For example,
the program could be designed to take into account all open-end mutual funds
available for sale in the United States but not other types of investment options.
Second, the program user could limit the investment options to which the requested
advice would apply. For example, a user of a program limited to all open-end mutual
funds available for sale in the United States could stipulate that the advice provided
be limited to only those funds that did not impose a sales charge, or only those funds
of a particular mutual fund complex or complexes.

6. If you offer a computer model investment advice program based on
nonproprietary investment products, do you make the program available to
investment accounts maintained by you on behalf of IRA beneficiaries?

As stated above, Putnam does not offer or make available a computer model
investment advice program for use by Putnam IRAs to provide investment advice to
the account beneficiary.

7. What are the investment options considered by computer investment advice
programs? What information on such options is needed? How is the
information obtained and made part of the programs? Is the information
publicly available or available to IRA beneficiaries?

As stated above, Putnam does not offer or make available a computer model
investment advice program for use by Putnam IRAs to provide investment advice to
the account beneficiary. As indicated above, our understanding is that the computer




model investment advice program offered by LT Save, Inc. considers mutual funds
and exchange-traded funds. Our understanding is that the computer model
investment advice program offered by Financial Engines considers mutual funds and
certain individual equity securities. We do not have information responsive to the
remainder of this Question 7.

8. How should the Department or a third party evaluate a computer model
investment advice program to determine whether a program satisfies the
criteria described in Question 1 or any other similar criteria established to
evaluate such programs?

A computer model investment advice program for use by IRAs should be
evaluated in the same manner as computer programs for individual account plans. In
particular, computer model investment advice programs should be evaluated by an
“eligible investment expert” meeting requirements established by the Department and
not bearing any material affiliation or contractual relationship with any investment
advisor or related person. The required criteria for computer programs applicable to
individual account plans overlap in many respects with the criteria for computer
programs applicable to IRAs. Therefore, an eligible investment expert should be
qualified to evaluate both models. Moreover, to the extent that computer programs
are developed for use by both individual account plans and IRAs, it might be
desirable and efficient to enable the program to be evaluated for both purposes by the
same eligible investment expert.

9. How do computer model investment advice programs present advice fo IRA
beneficiaries? How do such programs allow beneficiaries to refine, amend or
override provided advice?

As stated above, Putnam does not offer or make available a computer model
investment advice program for use by Putnam IRAs to provide investment advice to
the account beneficiary. Moreover, we do not have information as to how third-party
computer model investment advice programs present advice to IRA beneficiaries, or
how they might allow beneficiaries to refine, amend or override provided advice.

We hope that our responses are helpful to the Department in its analysis of
computer model investment advice programs for use by IRAs. We look forward to
the Department’s guidance in this important area. If the Department determines that
there are no feasible computer models for IRAs at this time, we urge the Department
to issue a broad prohibited transaction class exemption providing new opportunities
for IRA owners and beneficiaries to obtain investment advice.

Sincerely,
W,
WA
WilliaM J. Jacobs
Senior Vice President




