











the suitability of the appropriate asset allocation model for each client including age,
retirement age, risk tolerance, other assets or sources of income and preferences as to
rypes of investmenis.

2. If currently available computer models do not satisfy all of the criteria described
above, which criteria are presently not considered by such computer models?
Would it be possible to develop a model that satisfies all of the specified critenia?
Which criteria would pose difficulties to developers and why?

Answer: The Capital Directions asset allocation program currently does not model for
life expectancy. The Capital Directions model was built for the intention of the
accumulation phase of a client’s assets and is not designed to have a guaranteed post
refirement payout.

PNC Investments has not determined if it has the capabilities to enhance the existing
Capital Directions program to meet all of the above criteria (specifically life
expectancy). The life expectancy criteria could pose difficulties for our developers given
the number of assumptions that are required to model a client’s portfolio years out.
Small variances in the actual numbers versus assumed numbers could have a material
impact on the expected return.

If there are any currently available computer model investment advice programs
meeting the criteria described in Question 1 that may be utilized for providing
mvestment advice to IRA beneficiaries. please provide a complete description of
such programs and the extent to which they are available to IRA beneficianies.
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Answer: PNC Investments has not identified any computer model investment advice
programs meeting all the criteria above.

4. With respect to any programs described in response to Question 3, do any of such
programs permit the IRA beneficiary to invest IRA assets in virtually any
investment? If not, what are the difficulties, if any, in creating such a model?

Answer: If these models were available, only asset classes that are beneficial to the IRA
beneficiary would be included. For example, tax—efficient mutual funds and municipal
funds should not be included.

5. If computer model investment advice programs are not currently available to IRA
beneficiaries that permit the investment of IRA assets in virtually any 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
IR As that are not maintained by the persons offering such programs?

Answer: Capital Directions has an approved list of mutual funds that are available io
the adviser representatives. These funds go through a rigorous screening and due
diligence process. At this time, our models only allow for mutual funds. We are
considering expanding our offering to include exchange traded funds and possibly other
investment options. See also PNC Investment LLC Overview above.

6. If vou 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?

Answer: Capital Directions employs an open architecture program with both
proprietary and non-proprietary fund options that are identified by our Investment
Advisor Research team.

y 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?

Answer: The investment options considered are not applicable since we do not offer a
computerized investment advice program at this time. The program is currently a
mutual fund asset allocation program consisting of 12 fund families (both non-
proprietary funds and funds advised by an entity in which PNC owns a minority interest).
A prospectus is mailed at time of purchase. Clients are also provided the PNC
Investments Form ADV.

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?

Answer: The program should ensure that the products that are being offered are
appropriate investment options including:
b. Conflicts of interest are disclosed
c. Fees are transparent
d.  Flexibility for the client to override the model if they"are not comfortable
with any of the investment options or the recommended asset allocation
model
Model should also ensure that 2 clients that input identical information would lead the
clients to the same outcome.



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

Answer: As indicated above, PNC Investments does not use a computer model
investment advice program and has not identified such programs used by other financial
institutions. The Capital Directions program is described in the PNC Invesiments LLC
General Overview above. Having stated that, PNC Investments believes that any
computer model investment advice program should include an investment policy
statement that is prepared for each client based on their unique circumstances including
their willingness and ability to take risk. If a client is directed to an aggressive model,
but does not have the appetite to take risk, they should have the flexibility to select a
more appropriate model.

The underlyving assumptions that are embedded into the computerized model should be
disclosed to clients so they have the ability make adjustments and understand the basis
of the output. For example if the model is based on a 2 standard deviation confidence
interval, a risk adverse client may want to run the model at 3 standard deviations.
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