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Executive Summary

Collective investment trusts (CITs) have seen rapid growth in recent years, driven by increasing demand from
retirement plan sponsors, advisors, and institutional investors seeking cost-efficient, flexible investment
structures. The demand to expand CIT access in retirement plans has reached the Congressional level, with
legislation to allow CITs in 403(b) retirement plans currently pending in Congress." If passed, this legislation
would add to the demand for these products—and increase the need for CITs to operate at scale.

However, the operational infrastructure supporting the processing of plan-level transactions for participants
within CITs has not kept pace with CIT adoption. In many cases, operational processes remain rooted in manual,
fragmented workflows that rely heavily on email exchanges, spreadsheets, manual wires, and phone calls. These
methods are inefficient and expose firms to operational, compliance, financial, and reputational risks.

The mutual fund industry faced similar challenges with processing shareholder transactions decades ago

and addressed them through automation, standardization, and enhancements to National Securities Clearing
Corporation (NSCC) services, such as the Mutual Fund Profile Service, Fund/SERV, Networking, and Omni/
SERV.2 With enhancements to these services, the same infrastructure that has delivered accuracy, efficiency, and
scalability for mutual funds can now be fully leveraged to deliver that same ability for CITs to operate at scale.
This paper outlines the risks inherent in current practices and demonstrates how applying NSCC'’s established
solutions can transform the operational landscape for CITs.

This paper suggests that the CIT industry could extend similar mutual fund systems and processes to CITs.
Leveraging NSCC services for product data, trading, settlement, and transparency provides a clear framework to:
» Reduce costs and errors through automation

» Improve regulatory compliance with the Internal Revenue Service (IRS), Department of Labor (DOL), and
Office of the Comptroller of the Currency (OCC), as well as state-based regulators when applicable

» Enhance fiduciary oversight for trustees

» Support scalability as CIT adoption accelerates

" Investment Company Institute. “Retirement Fairness for Educators and Nonprofit Employees.” Available at https://
www.ici.org/issues-%26-advocacy/key-policies/retirement-fairness-for-educators-and-nonprofit-employees.

2 NSCC and the listed services are offered by The Depository Trust & Clearance Corporation (DTCC), acting in its
capacity as a utility to the registered funds industry. Refer to https://www.dtcc.com for more information.
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Understanding the CIT Landscape

More retirement plan sponsors have incorporated CITs as options in 401(k) plan lineups. As the chart below
demonstrates, this trend has translated into a growing share of assets held in CITs by large 401(k) plans. That
share increased from 6% in 2000 to an estimated 34% in 2023. This recent expansion is due, in part, to the

growth in target date CITs.?

Assets of Large 401(k) Plans Are Increasingly Held in Collective Investment Trusts
Percentage of assets in large 401(k) plans*
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* Large 401(k) plans are those that filed Form 5500 Schedule H (typically plans with 100 participants or more).
Note: Assets exclude Direct Filing Entity assets that are reinvested in collective investment trusts. Data prior to 2023 come from

the Form 5500 Research data sets released by the Department of Labor. Data for 2023 are preliminary, based on Department of
Labor Form 5500 latest data sets.

Source: Investment Company Institute calculations of Department of Labor Form 5500 data. 2025 Investment Company Fact Book, available
at https://www.icifactbook.org/pdf/2025-factbook.pdf.

3 Seethe 2025 Investment Company Institute Fact Book, available at https://www.icifactbook.org/pdf/2025-factbook.pdf.
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Operationally, CITs and open-end mutual funds are nearly identical. While there are many regulatory differences
between each vehicle, such as in their governing documents, their operational similarities permit the use of
similar processes when handling plan-level financial and clerical transaction activities on behalf of retirement
plans and/or their participants.

Collective Investment
Trusts (CITs) Pooled vehicle Open-End Mutual Funds

Daily valued
NSCC traded/serviced

Qualified plans only All investors
Declaration of trust
OCC and state regulated Fact sheets available SEC registered and regulated

Trustees held to ERISA standards Audited annually Not subject to ERISA

Prospectus

Data provided by manager Data publicly available

Operational Inefficiencies in CITs

Despite their similarities, CITs do not universally use the same technologies nor avail themselves of the same
operational efficiencies as mutual funds. CITs often rely on manual workflows involving emails, spreadsheets,
and phone calls, which can cause errors and operational, compliance, financial, and reputational risks. The
assets of ClITs are rapidly growing, additional risks will arise as the product scales up to serve even more
retirement savers. Time is of the essence to take action toward adopting more robust processes that can expand
as growth continues.

Learning from the Mutual Fund Industry

The mutual fund industry faced nearly identical challenges before adopting NSCC services. Over time,
automation became the foundation of the mutual fund operational model, with the following services facilitating
automated processing:

Mutual Fund Profile Service standardized product data (MFPS Il) and pricing distribution (MFPS I).
Fund/SERV DCC&S* enabled consistent, automated trade submission and settlement.

Omni/SERV delivered transparency into subaccount (e.g., plan participant; plan-level in multi-plan
omnibus) holdings.

By adopting these services, mutual funds reduced errors, accelerated processing, improved transparency, and
built a highly-scalable operational model. The CIT industry can follow the same path.

4 Defined Contribution Clearance & Settlement (DCC&S) streamlines purchase, redemption, and exchange
transactions in defined contribution and other retirement plans for mutual fund and insurance companies, third-party
administrators (TPAs), plan trustees, plan administrators, broker/dealers, and other distribution firms
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CIT Operating Structures

ClITs are typically held through one of three operating structures. Each has varying effects on operational
efficiency, fiduciary oversight, and the role of distribution partners in the overall servicing of plans and
participants. Decisions on which model to employ are driven by any combination of technology, contractual, and
business relationships and may vary between plans, CIT trustees, and retirement plan recordkeepers.

Direct-at-Fund

Plans maintain accounts directly with the CIT transfer agent and do not utilize any NSCC functionality. This
provides maximum transparency and, depending on circumstances, could simplify IRS and DOL compliance.
This business model is operationally intensive and does not scale efficiently.

Level 3/Trust Networked

Intermediaries, such as a retirement plan recordkeeper, maintain plan-level accounts with the provider using
NSCC infrastructure to potentially open and maintain accounts, process transactions, and reconcile activity
(the parties involved determine how NSCC features are used). This operating structure seeks to balance
efficiency with transparency. This model enables trustees to satisfy IRS and DOL requirements while leveraging
standardized practices to reduce the operational burden when compared to the direct-at-fund structure.

Omnibus

Plans are aggregated into a single account at the provider. This increases efficiency, especially by allowing

net trading to occur across multiple plans holding the same CIT, but reduces transparency into any one plan’s
activities into the CIT. This can create risks for trustees unless Omni/SERV or equivalent mechanisms are used
to share plan-level data in support of various transparency, reporting, and oversight-related activities among
counterparties.

Risks and Inefficiencies in Manual Account Onboarding at CITs

The onboarding process for CITs begins with the creation of the product itself, prior to receiving any investment
from the underlying plan or plans that include the CIT as part of an investment lineup. Product creation

requires gathering an extensive set of account attributes, including but not limited to general product details,
trading attributes, settlement instructions, share class restrictions, fee schedules, and plan eligibility rules. In
today’s environment, much of this information is exchanged manually between product providers, plans, and
intermediaries. Providers may email attribute details in spreadsheets; intermediaries and/or plans then manually
key the information into their systems, often manually reconciling it against internal templates that differ from
one firm to another.

This approach is both time-consuming and inherently risky. Manual data entry is prone to errors, which

can result in incorrect trades, or breaches of suitability rules and regulatory requirements. The absence of
standardized data formats means that each provider, plan, and intermediary relationship effectively requires its
own bespoke onboarding process, slowing timelines and creating bottlenecks. Updates to product attributes
compound the problem, as they are often communicated through scattered email threads with limited version
control or audit trail. As a result, onboarding can often stretch from days into weeks, leaving advisors and

ICI // AN OVERVIEW OF OPERATING COLLECTIVE INVESTMENT TRUSTS AT SCALE



investors waiting unnecessarily, while operational teams expend significant resources reconciling information
that could be standardized and automated.

Applying the NSCC Mutual Fund Profile Service
Il to Product Attribute Management

The mutual fund industry addressed inefficiencies years ago by using NSCC’s Mutual Fund Profile Service |l
(MFPS Il), a centralized, automated platform that allows fund companies to transmit product data to
intermediaries in a standardized format. The Profile Service enables fund companies to input their data
once, in a consistent structure housed within the secure and redundant DTCC data environment, and have it
automatically distributed to all participating intermediaries. Intermediaries receive this data directly into their
systems without the need for manual re-keying, ensuring accuracy and timeliness. Profile Service data is
also visible through DTCC’s WebDirect portal, and any additions or changes to data are communicated with a
corresponding effective date, which can be future-dated.

Recent enhancements to the Profile Service extend this capability to products such as CITs. Expanded attribute
fields capture details unique to these products, including EIN details, plan number, and put requirements. (Some
of these additional fields will not be fully implemented until late 2026.) The ability to transmit non-public product
data securely over the NSCC network means sensitive operational information can be shared without resorting
to emails.

By adopting MFPS Il for CITs, firms can dramatically reduce onboarding timelines, improve accuracy and
compliance through consistently updated data, and eliminate redundant manual processes, all through an
infrastructure that has been tested and trusted with the support of more than 25,000 security issue IDs.

Data Automation: MFPS Il

MFPS Il centralizes and standardizes the distribution of product attributes. For CITs, this includes:

» Eligibility rules
» Settlement instructions

» Trading attributes

By publishing data in one location and distributing it automatically when originally entered or updated, MFPS I
eliminates duplicate entries and reduces onboarding timelines.
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New Account Setup: Activities Necessary for the Establishment of
an Account in Level 3 (L3) or Omnibus

Before an L3 or omnibus account holding assets for one or more plans can be established in a CIT, plan
sponsors must complete several legal, contractual, and operational arrangements. In addition, several entities
must be appointed to various roles. Such activities, and the roles that must be covered, are described below.
While lead times can vary, it is most common to take approximately 30 days prior to opening the CIT account
with the transfer agent.

» A Participation Agreement must be signed between the plan (or appointed agent) and the trustee of
the CIT.

» This agreement may specify the first-tier intermediary that will be used to establish the account through
the NSCC (typically a B50 request) or if an omnibus account will be used.

» This agreement must also specify whether the established account will be used for a single plan, or
multiple plans (omnibus).

» The first-tier intermediary may then send an electronic request through the NSCC to the transfer agent to
establish a plan-level account in the L3 environment. Omnibus accounts only require a one-time setup,
which can be done via a B50 or Letter of Instruction.

The first-tier intermediary or main trading entity can establish contract protections to make sure eligible
accounts/plans are invested in the specific products. Omni/SERYV, discussed later in this paper, will also play a
key role in transparency, and it will be up to the CIT provider and the trading entity to establish best practices that
meet each firm’s requirements.

Account Establishment

Participating
Plan Sponsor

Legal Agreement(s) Hiring signacCIT
Recordkeeper and Trust Custodian Participation Agreement
CIT Bank Sponsor
Plan
Recordkeeper

Fund

] ) — Transfer
atiorm <4 Agent

(Trust custody — NSCC -DTCC
’ Trading - Clearing)
, Fund
Plan Trust Custodian
Custodian ‘
Fund
Admin

I Trade Requests
Il Trade Settlement, Pricing, and Position Data
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Trading and Settlement Automation

As a best practice and to mitigate unnecessary operational risk, all trading should take place through the NSCC
to leverage the existing infrastructure.

Trades should be sent through the NSCC from the first-tier intermediary (in this example, the Platform), using
the account established previously for the plan(s). Trades can be sent through the NSCC in any trading cycle,
including DCC&S, and are accepted at the discretion of the trustee and transfer agency system. This eliminates
the risky process of trading via email and confirming the trades in the same manner.

This process allows for automated net cash settlement to occur trade date plus one business day (T+1) via the
NSCC, which eliminates the manual wire process across numerous entities. Detailed settlement reports are
provided before the cash settlement process occurs, so detailed reconciliation can be completed. Firms can
reutilize the existing build mutual fund reconciliation processes to reconcile CIT transactions.

The NSCC Process Flow

Mutual Fund Order y Mutual Fund Order N

Order Confirmation Order Confirmation

S S
7 7
Correction Processing Correction Processing
, Settlement Detail Fund/ SERV® Settlement Detail N a
< 7
Settlement Summary Settlement Summary Firms
¢ Registration Information ¢ Registration Information
Registration Confirmation Registration Confirmation
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From Manual Pricing to Automated Dissemination

Beyond onboarding, one of the most persistent operational challenges in the CIT product space is daily price
dissemination. Today, many product providers email prices in spreadsheet form, often with differing formats and
varying delivery times. These files are manually uploaded or entered into intermediary systems, leaving room for
keying errors, delayed postings, and pricing mismatches. In an industry where settlement timeliness is critical,
such delays can disrupt trade processing and increase reconciliation workload.

The NSCC Mutual Fund Profile infrastructure that streamlines product attribute delivery for mutual funds is also
used to transmit daily net asset values and related pricing data in a secure, automated manner. By leveraging
MFPS | for CIT pricing and dividend rates (if applicable), providers can eliminate the inefficiencies of email
distribution, ensure that prices are delivered in a consistent format, and feed that data directly into systems.
Built-in validations can further reduce the risk of erroneous or incomplete pricing information. This is the exact,
tried-and-true process that has underpinned the mutual fund industry’s daily operations, now applied to a new
product set.

Prices and Net Asset Values (NAV) of the CIT security are struck once valuation of the CIT has completed on
the evening of the trade date. Prices should be issued through the NSCC in the next available pricing cycle and
transmitted through the NSCC to all NSCC participants.

Reconciliation Enhancements

Daily Reconciliation with NSCC Activity and Position Files

A persistent operational challenges in CIT servicing is reconciliation. Today, firms often rely on monthly
paper statements or ad hoc reports to confirm positions and income. This can delay error detection, create
reconciliation bottlenecks, and introduces unnecessary risk.

The NSCC solves for this dilemma through its standardized Networking files, the F55 Activity File and the F58
Position File.

The F55 Activity File delivers daily transaction activity for each plan or omnibus account, including contributions,
withdrawals, transfers, and investment exchanges. The file provides standardized records of all activity that
occurred in the account, eliminating the need to manually key transactions from statements or emails.

The F58 Position File provides a monthly, weekly, or even daily snapshot of account balances. This file allows
trustees and intermediaries to validate holdings with greater frequency than waiting for end-of-month reports.

Together, these files create a closed-loop reconciliation framework:

» Activity (F55) allows intermediaries to tie every contribution or withdrawal back to the trustee’s books.
» Positions (F58) provide daily ending balances that can be matched against transfer agency records.

» Exceptions can be flagged in near real-time, ensuring that discrepancies are identified and
corrected quickly and promptly.
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For CIT trustees, daily reconciliation is particularly important. The IRS and DOL both emphasize the trustee’s
fiduciary obligation to maintain accurate plan-level records. By leveraging F55 and F58 files through the NSCC,
trustees can demonstrate to regulators and auditors that they have implemented a robust, standardized,
industry-wide best practice for reconciliation.

Equally important, automation reduces operational strain. Instead of dedicating significant staff time to monthly
or quarterly manual reconciliations, firms can integrate F55 and F58 feeds directly into reconciliation systems,
which are usually already in place for the mutual fund assets. This improves accuracy, accelerates issue
resolution, and provides a stronger audit trail, all while expanding capacity to scale operations.

In short, the use of F55 and F58 files moves reconciliation from a periodic, manual process to a daily, automated
control function, aligning CIT operations with the standards already expected and established in the mutual fund
marketplace.

Enhancing Plan-Level Transparency Through Omni/SERV

Another critical gap in the current CIT product ecosystem is plan-level transparency. Many product providers
receive only aggregated omnibus position and transaction data from intermediaries, and not the plan-level
details about the plans whose balances comprise the omnibus account. This makes it difficult to see which
individual plans are buying, selling, or holding their products. The lack of visibility complicates flow analysis,
compliance oversight, and product servicing, and requires manual delivery of ad hoc reporting. In some
instances, it may cause some omnibus or accounts to be held at the plan level at the product provider’s
transfer agency. Plan-level omnibus, while somewhat beneficial, does miss out on some of the operational
benefits of aggregated trading experienced with multiple plan onminbus accounts.

NSCC’s Omni/SERV service has long provided a solution to this challenge by enabling intermediaries to send
subaccount-level® transaction data on a daily basis and positions data held in omnibus accounts on a routine
schedule back to fund companies through a standardized, automated feed. Applying Omni/SERV to CITs allows
intermediaries to deliver plan-level transparency to product providers without building custom bilateral reporting
solutions. Providers gain clear, timely insight into plan flows, asset allocation trends, and trading activity,

while intermediaries avoid the operational burden of managing multiple bespoke data exchanges. The service
supports multiple reporting frequencies, ensuring flexibility while maintaining consistency. In February 2025, the
ICl Bank, Trust, and Retirement Advisory Committee published a detailed paper®on leveraging NSCC Omni/SERV
for reconciliation.

° Inthe case of a multiple-plan level omnibus account, the subaccounts are each of the underlying plans. For single-
plan omnibus accounts, subaccounts are the plan participants.

5 Investment Company Institute. 2025. “Intermediary Transparency.” Available at https://www.ici.org/papers/25-ppr-
intermediary-transparency.
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Regulatory and Fiduciary Considerations for CITs

IRS Separate Account Requirement

The IRS requires trustees to maintain separate accounts for each participant in a CIT.

DOL Reporting Obligations

The DOL requires trustees to provide plan-level annual reporting and certify its accuracy. Without plan-level
transparency, which can be fulfilled via Omni/SERYV, trustees cannot confidently make these certifications.

Ineligible Investor Risk

Allowing omnibus trading risks the admission of ineligible investors into CITs. This could result in the loss of DOL
or SEC exemptions and possible disqualification of the trust. Establishing best practices at the time of account
setup that utilize NSCC B50s can mitigate this risk, as can using the daily DSA to track initial purchases for
validation of compliance.

OCC Oversight
As bank-maintained trusts, CITs are overseen by the relevant state authority. Federally chartered trust companies
are instead overseen by the OCC, which requires trustees to demonstrate strong risk management, accurate
records, and fiduciary oversight. Manual fragmented processes are inconsistent with state and OCC expectations
for safety and soundness, so utilizing the NSCC infrastructure brings a foundation of compliance with
applicable regulations.
Mitigating Risks Through Automation
Automation provides a path to align efficiency with fiduciary duty:

» Profile Service ensures accurate distribution of eligibility rules, pricing, and product attributes, reducing

the risk of ineligible investors.

» Trading Agreements can obligate intermediaries to validate eligibility and provide annual compliance
attestations.

» Omni/SERV provides trustees with plan-level transparency, supporting IRS and DOL compliance.

» Fund/SERV DCC&S eliminates manual trade processing risk and wiring of proceeds.

The Path Forward for CITs: Building Industry Consensus

The case for automation is clear, but adoption requires industry coordination. Providers, intermediaries, trustees,
and regulators should align around:

» Standardizing participation agreements to support NSCC automation
» Expanding intermediary adoption of Omni/SERV reporting
» Building shared best practices for validating plan eligibility

» Educating auditors and plan sponsors on the role of automation in enhancing fiduciary oversight

The mutual fund industry demonstrated how the collective adoption of NSCC services can transform an entire
product class. The CIT industry should follow suit.
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Conclusion

ClITs have become a cornerstone of retirement investment menus, but their operational infrastructure remains
outdated. Manual workflows cannot scale and they expose trustees to business, regulatory, and fiduciary risks.

By adopting NSCC services, Profile Il for product attributes and Profile | for pricing, Fund/SERV for trading,
and Omni/SERYV for plan-level transparency, the CIT industry can achieve both operational scale and fiduciary
compliance. Automation strengthens trustee oversight by reducing errors, improving transparency, and
embedding best practices into everyday operations.

For CITs to continue their growth trajectory, the industry can embrace the tools that transformed mutual funds
decades ago. The opportunity lies not in reinventing existing operational structures but in extending the proven,
trusted infrastructure of the NSCC into this part of the unregistered product space.
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