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(a) A qualified, independent fiduciary
of the Fund determines that the services
provided by Pentegra are in the best
interests of the Fund and are protective
of the rights of the participants and
beneficiaries of the Fund;

(b) At the time the transactions are
entered into, the terms of the
transactions are not less favorable to
Pentegra than the terms generally
available in comparable arm’s-length
transactions between unrelated parties;

(c) Pentegra receives reasonable
compensation for the provision of its
services, as determined by the
independent fiduciary;

(d) Prior to the offering of services, the
independent fiduciary will initially
review the services to be provided by
Pentegra and will determine that such
services are reasonable and appropriate
for Pentegra, taking into account such
factors as: whether Pentegra has the
capability to perform such services,
whether the fees to be charged reflect
arm’s length terms, whether Pentegra
personnel have the qualifications to
provide such services, and whether
such arrangements are reasonable based
upon a comparison with similarly
qualified firms in the same or similar
locales in which Pentegra proposes to
operate;

(e) No services will be provided by
Pentegra without the prior review and
approval of the independent fiduciary;

(f) Not less frequently than quarterly,
the independent fiduciary will perform
periodic reviews to ensure that the
services offered by Pentegra remain
appropriate for Pentegra and that the
fees charged by Pentegra represent
reasonable compensation for such
services;

(g) Not less frequently than annually,
Pentegra will provide a written report to
the board of directors of the Fund
describing in detail the services it
provided to employee benefit plans and/
or their sponsoring employers that
participated in the Fund and the Thrift
Plan, a detailed accounting of the fees
received for such services, and an
estimate of the fees Pentegra anticipates
it will receive during the following year
from such plans and their sponsoring
employers;

(h) Not less frequently than annually,
the independent fiduciary will conduct
a detailed review of approximately 10
percent of all completed transactions,
which will include a reasonable cross-
section of all services performed; such
transactions will be reviewed for
compliance with the terms and
conditions of this exemption;

(i) Pentegra’s financial statements will
be audited each year by an independent
certified public accountant, and such

audited statements will be reviewed by
the independent fiduciary;

(j) The independent fiduciary shall
have the authority to prohibit Pentegra
from performing services that such
fiduciary deems inappropriate and not
in the best interests of Pentegra and the
Fund; and

(k) Each Pentegra contract with a
Fund or Thrift Plan employer, or a plan
of such employer, will be subject to
termination without penalty by Pentegra
for any reason upon not more than 90
days written notice to such employer or
plan.

Section II. Recordkeeping

(1). The independent fiduciary and
the Fund will maintain, or cause to be
maintained, for a period of 6 years, the
records necessary to enable the persons
described in paragraph (2) of this
Section II to determine whether the
conditions of this exemption have been
met, except that (a) a prohibited
transaction will not be considered to
have occurred if, due to circumstances
beyond the control of the independent
fiduciary and the Fund or their agents,
the records are lost or destroyed before
the end of the six year period, and (b)
no party in interest other than the
independent fiduciary and the Board of
Directors of the Fund shall be subject to
the civil penalty that may be assessed
under section 502(i) of the Act, or to the
taxes imposed by section 4975 (a) and
(b) of the Code, if the records are not
maintained, or are not available for
examination as required by paragraph
(2) below.

(2)(a). Except as provided in section
(b) of this paragraph and
notwithstanding any provisions of
subsections (a)(2) and (b) of section 504
of the Act, the records referred to in
paragraph (1) of this Section II shall be
unconditionally available at their
customary location during normal
business hours by:

(1) Any duly authorized employee or
representative of the Department or the
Internal Revenue Service;

(2) Any employer participating in the
Fund or any duly authorized employee
or representative of such employer; and

(3) Any participant or beneficiary of
the Fund or any duly authorized
representative of such participant or
beneficiary.

(b) None of the persons described
above in subparagraphs (a)(2) and (a)(3)
of this paragraph (2) shall be authorized
to examine trade secrets of the
independent fiduciary, the Fund, or
their affiliates, or commercial or
financial information which is
privileged or confidential.

(3) For purposes of this Section II,
references to the Fund shall also include
Pentegra.

Summary of Facts and Representations
1. The Fund is a multiple employer,

defined benefit pension plan which is
intended to meet the requirements for
qualification under section 401(a) of the
Code and as an employee pension
benefit plan within the meaning of
section 3(2) of the Act. The applicant
further represents that because all of the
assets of the Fund are available to pay
all benefits accrued under its retirement
program, the Fund is considered to be
a single plan under the Code and
regulations thereunder.

The Fund was established in 1943 to
provide a means by which the Federal
Home Loan Banks and various financial
institutions could cooperate in
providing retirement benefits for their
employees. The applicant represents
that the Fund is currently the largest
provider of pension benefits in the thrift
industry with 12 Federal Home Loan
Banks, hundreds of individual thrift
institutions, and various other
companies which directly service the
thrift industry that have chosen to
participate in the Fund. As of March 31,
1994, the Fund had total assets of
approximately $1.36 billion, 355
participating employers, and 36,714
individual plan participants. As of July
1, 1993, the applicant represents that
the fair market value of the assets of the
Fund exceed its liabilities for projected
accrued benefits by approximately $420
million.

The named fiduciaries of the Fund
and the Thrift Plan are their respective
boards of directors. The President of
both the Fund and Thrift Plan is also,
for both the Fund and Thrift Plan, the
chief administrative officer, a member
ex officio of the board of directors, and
pursuant to the Act, the ‘‘plan
administrator’’. The Fund has another
13 individuals that are members of its
board of directors, most of whom are
presidents of various employers that
participate in the Fund, and one
individual who is the Regional Director
for the Northeast Region of the Office of
Thrift Supervision.

The Thrift Plan is a multiple
employer, defined contribution plan
that was established in 1970. As of
March 31, 1994, the Thrift Plan had
total assets of $315,845,510, 196
participating employers, and 16,897
individual plan participants. It was
created to encourage employers
participating in the Fund to continue
their participation by providing them
with the convenience of a defined
contribution plan which is administered


