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What is a Discretionary Trustee

What Is a Discretionary Trustee, and Why Does It Matter?

Do you know who is legally responsible for making fiduciary decisions in your company's retirement plan? In many organizations, that
responsibility falls on the employer or members of the plan committee.

Under ERISA, those individuals may be acting as fiduciaries. This means they are responsible for making certain decisions in the best
interests of plan participants. Some plan sponsors are comfortable handling these responsibilities internally. Others explore whether
certain decisions should be handled by a professional fiduciary.

A discretionary trustee is a fiduciary that is allowed to make certain decisions for a retirement plan. Instead of the employer or plan
committee handling every technical or operational issue, specific responsibilities can be delegated to the trustee.

In simple terms, the trustee is not just giving advice. The trustee may actually have the authority to make certain fiduciary decisions
for the plan.

Common Situations Where a Discretionary Trustee May Be Involved

A retirement plan may need a fiduciary decision in situations such as the following. Depending on the roles assigned in a plan’s
governing documents, these determinations may be handled by a discretionary trustee, a plan administrator, or another fiduciary
engaged by the plan (in some arrangements, by affiliated entities serving in different roles):

Late employee contribution deposits

If payroll contributions are deposited later than expected, the responsible fiduciary may review the facts and determine whether corrective
action or documentation is required. Timely remittance of contributions generally remains the employer’s responsibility.

Hardship withdrawal requests

If a participant submits a hardship withdrawal request, the responsible fiduciary may review the documentation and determine whether
the request meets the plan's hardship criteria.

Operational plan errors

If the plan discovers that an employee was incorrectly excluded from the plan or contributions were miscalculated, the responsible
fiduciary may review the situation and determine how the error should be corrected.

These types of issues require fiduciary judgment and documentation. In these situations, the responsible fiduciary is not simply
advising the committee. Depending on the arrangement, it may have the authority to make the fiduciary determination on how the plan
should proceed.
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Why Do Some Plan Sponsors Explore a Discretionary Trustee?

Many employers find that they, or members of their internal committee, are acting as fiduciaries for the retirement plan.

With that responsibility comes legal duties under ERISA. Because of this, some plan sponsors explore whether certain responsibilities
should be handled by a professional fiduciary. A discretionary trustee is a third-party fiduciary that can take on certain decision-making
responsibilities for the plan.

Plan sponsors often explore this structure for several practical reasons:
* Reduced internal fiduciary burden. Some fiduciary decisions can be handled by the trustee rather than the employer or committee.
 Experienced fiduciary oversight. Organizations that specialize in retirement plans deal with these types of issues regularly.
* More objective decision making. A professional fiduciary can evaluate plan situations without internal business pressures.
+ Time savings for the employer. Committees may spend less time handling technical plan issues.
= Stronger governance structure. Clearly defined fiduciary roles can make it easier to manage and document plan decisions.

For many companies, the biggest benefit is simply clarity. Everyone understands who is responsible for specific fiduciary decisions.

What Responsibilities Still Stay with the Plan Sponsor?

Even when a discretionary trustee is appointed, the plan sponsor and committee still have important responsibilities. ERISA expects
plan sponsors to prudently select and monitor any fiduciaries they appoint.

In practice, this means the committee should periodically review the trustee's services and confirm that the arrangement continues to
work well for the plan.

Delegating responsibilities can make governance easier, but the sponsor still maintains oversight of the overall plan structure.

Important reminder
Delegation helps clarify who makes certain decisions. It does not remove the sponsor's responsibility to oversee the plan.
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When Might a Plan Explore a Discretionary Trustee?

Not every retirement plan needs a discretionary trustee. However, some committees explore this structure when they want clearer roles
or when plan decisions are becoming harder to manage internally.

Plans often start considering this approach when:
* The committee is unsure who should make certain fiduciary decisions
* The plan has become more complex over time
+ Operational issues require frequent fiduciary judgment
= The committee would benefit from outside fiduciary expertise

For many sponsors, the goal is not to give up control. The goal is simply to make responsibilities clearer and ensure decisions are
handled consistently.

Summary

A discretionary trustee is a fiduciary that is given authority to make certain decisions for the retirement plan. Instead of the committee
handling every technical issue, some decisions can be delegated to a trustee who specializes in retirement plan governance.

This structure can help clarify responsibilities, create more consistent decision making, and reduce the operational burden on the
committee. However, the plan sponsor still maintains oversight and must monitor the fiduciaries they appoint.

Important Reminder

A discretionary trustee doesn't replace the plan sponsor. It simply helps create clearer decision authority and a more structured
fiduciary process.
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Quick Evaluation Questions

Plan sponsors sometimes review their governance structure by asking a few simple questions:

(07 Do we clearly know who has authority to make key fiduciary decisions?

(02  Arethose responsibilities documented and consistently followed?

(03 Do operational issues regularly require fiduciary judgment?

(04  Would specialized fiduciary support improve our governance process?

If these questions are difficult to answer, it may be helpful to review your governance structure and determine whether a discretionary

trustee could help clarify responsibilities.

© First Hill Trust Company

firsthilltrust.com | Page 5



What is a Discretionary Trustee

About First Hill Trust

First Hill Trust is a retirement plan solution provider that delivers a comprehensive employee benefits back office for plan
sponsors who want clearer accountability, stronger governance, and fewer operational handoffs. Our work is grounded in
fiduciary oversight. We focus on helping sponsors understand where responsibility sits, how decisions are executed, and how
oversight functions in practice, not just on paper.

We work behind the scenes to support plans that value clarity, consistency, and confidence in how they are managed. If you'd
like more information or a high-level review of how your retirement plan is governed today, click the link to schedule a brief
review, or contact us (206)-625-1800.

Schedule a Brief Review

————}
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Important Disclosures

Educational purpose only. This guide is provided by First Hill Trust Company for general informational and educational purposes only. It describes common approaches to
retirement plan governance and the use of a discretionary trustee in broad terms. It is not legal, tax, accounting, investment, or fiduciary advice, and it should not be relied
upon as a substitute for professional advice specific to your plan. It does not constitute a recommendation regarding any specific plan, investment, strategy, or course of
action. Plan sponsors and fiduciaries should consult their own legal counsel, tax advisors, and other qualified professionals before making decisions about plan governance,
the selection or monitoring of service providers, or the allocation or delegation of fiduciary responsibilities.

No offer, agreement, or commitment. Nothing in this guide constitutes an offer, solicitation, agreement, or commitment to provide any particular service or to assume any
particular responsibility. The descriptions of what a trustee, administrator, committee, or other fiduciary “may” or “can” do are illustrative of how such arrangements commonly
work and do not describe the terms of any specific engagement. The actual allocation of fiduciary responsibilities, the scope of any delegation, and the duties of any party are
governed solely by the applicable plan documents, trust agreement, and written service agreements. In the event of any inconsistency, those documents control.

Fiduciary status and ERISA references. Fiduciary status under ERISA is determined based on the functions performed and the authority exercised, not on titles or labels.
Whether any particular party is acting as a fiduciary, and the scope of any related duties or potential liability, depends on facts and circumstances specific to the plan and the
relationship. References to the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and related statutory or regulatory provisions are general summaries
only. They are not a substitute for review of the actual statutory text, regulations, or guidance from the Department of Labor or Internal Revenue Service, and they do not
address how those provisions may apply to any particular plan, sponsor, or fiduciary.

Affiliated entities and potential conflicts of interest. First Hill Trust Company is affiliated with one or more other entities, including an affiliated investment adviser and entities
that may provide administrative or other services to retirement plans. These affiliated relationships may present conflicts of interest, including circumstances in which an
affiliate is engaged to provide services or receives compensation in connection with a plan. Such conflicts and any associated compensation are described more fully in the
applicable service agreements and the affiliated adviser's Form ADV Part 2A. Plan fiduciaries should consider these relationships, and the related disclosures, when evaluating
any engagement.

No guarantee of results. References to governance structures, fiduciary practices, risk reduction, or oversight describe common industry approaches. They are not promises
or guarantees of any specific outcome, of regulatory compliance, or of protection from liability, loss, claims, or enforcement action. Engaging a discretionary trustee does not
eliminate a plan sponsor’s or committee’s own fiduciary responsibilities under ERISA, including the duties to prudently select and monitor any party to whom responsibilities
are delegated. All investments involve risk, including possible loss of principal. Past performance is not indicative of future results, and outcomes depend on the facts and
circumstances of each plan.

Examples are illustrative. Any examples, categories, or situations described are simplified for illustration and may not reflect the requirements, terms, or circumstances of any
particular plan. Statutory and regulatory references, including to ERISA, are provided for general context and are subject to change and to interpretation by the relevant
agencies and courts.

For more information, contact First Hill Trust Company at (206) 625-1800 or visit firsthilltrust.com.
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