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Overview

Morningstar Office’s Portfolio Management System gives you the ability to calculate
fees and create a Billing Summary for clients. Using the billing feature, you can specify
your fee settings and tiers, automatically calculate fee amounts, and create client-
facing billing summaries.

You can also generate a custodian fee file to upload fee information to your custodian to
deduct fees from your clients’ accounts. If you import data from your custodian, the fee
transactions will be included once they are executed.

This guide outlines the different management fee options available to you, and walks
you through the process of hilling at the client, account and group levels.

The table below describes the types of items you can account for in Morningstar Office:

Billable Item Description

Management fees are those collected for the management of
clients” assets or the performance of a service. Management
Management fees fees can be flat, asset based or performance based, and they
can be generated by using the management fee settings or
manually entered by users.

Billable services might include the following:

Billable services » initial consultation and account setup, and
» regular review of clients' financial needs.

Service charges might include the following:

Service charges > account maintenance charges such as a minimum
balance charge and/or finance charge, and
» per item charges for requests of additional documents.

Adjustments are changes made to billable items or billing
Adjustments statement totals after the statement for such an item was
already generated.

Payments are advances the client makes toward billing fees.

Payments Payments are applied to older balances first.

Overview

What can | hill for in
Morningstar Office?
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How do | set up Morningstar Office to calculate my fees?

How do | set up The four basic steps to setting up Morningstar Office to calculate your fees are:
Morningstar Office to

calculate my fees? Create management fee settings

Assign management fee settings to clients, groups or accounts
Apply fee methadologies to clients or groups, and
Assign fee allocations to clients, groups or accounts.

LN~

The table below briefly explains each of these steps:

This process... Is designed to...

Help you determine whether you will bill a flat
dollar amount for a service, a tiered rate based
on a client’s assets, or a value based on a
performance metric.

Create management fee settings

Apply the fees settings you have created. Once
a fee is created, it must still be applied to a
client, group or account.

Assign management fee settings to
clients, groups or accounts

Determine how each client or group will be
billed. Will you aggregate all accounts for a
client or group? Or will you bill each account
separately?

Apply fee methodologies

Determine which accounts have fees deducted
from their balance. If you charge a tiered fee to
Assign fee allocations to clients or accounts a client, will all accounts for that client be
charged equally? Should one account be set to
pay the fees for another?

2 MAORNINGSTAR Version 1.0



Creating Management Fee Settings Overview

Creating Management Fee Settings

The first step in setting up billing is creating management fee settings. Management Overview
fee settings provide a set of fee breakpoints and rates to be assigned to clients, groups
or accounts.

This section explains the following concepts:

» \What types of management fee settings you can create

» How many management fee settings each user can create in Morningstar Office
» Where management fee settings are created in Morningstar Office, and

» How to create each type of management fee.

The table below outlines the four types of management fees you can create in What type of
Morningstar Office, and how they are used in billing clients: management fee
settings can | create?
With this fee type... You can charge...
Flat Fee A set dollar amount for a client or an account
Tiered Fee A unique percentage rate, based on account values
Security-Based Tiered Fee A unique percentage rate, based on the security type
Performance-Based Fee A set percentage of all portfolio gains during a billing period
You can create as many management fee settings as you like, and apply different How many
settings to the clients, groups or accounts in your practice. management fee
settings can | create?
Management fee settings are created and saved in the Settings page from the Where do | go to
Home tab (Home...Settings...Reports, Tax Lot Methods, Transactions, create management
Management Fees). fee settings?
'f@ Morningstar Office - —
File New Favorites Tools Reports Help & Import - J&]Price Monitor - (¥ QuoteSpeed - Search for n Securities. * Go i
g::ﬁ'is e Personal Settings Portfolio Accounting System Seﬁngs
2 ZLE:E;E%E‘%;”S:SSES [_wil Assistant Management &I Reports, Tax Lot Methods, Transactions, Management Fees
E Recorded Classes
g‘u’ijﬂlfl;r‘”jai’(E'E‘SE _ Management fee
e [R] Fretserversesings N settings are
EY created here
= Activities
» B2 Morningstar Services _‘i Email Passwerd Settings
» &8 Document Library u . Asset Allocation Reporting Sets
E Morningstar Publications [al
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How do | create a flat management fee setting?

Creating Management Fee Settings

How do | create

a flat management

fee setting?

Flat fees allow you to charge a set dollar amount for an account or service. No matter

what the account’s value, account type (taxable, non-taxable, etc.) or the types of

securities in the account, this fee does not vary. You cannot create tiers of flat fees, but

you can create multiple flat fee settings.
To create a flat fee, do the following:

1. Go to the Home tab.

2. Click the Settings page.

3. Under the Portfolio Accounting System Settings area, click Reports, Tax Lot Methods,
Transactions, Management Fees. The Settings dialog box opens.

' Momingstar Office |

File New Favorites Tools Reports Help

Home

= Home

E Articles + Commentary

[ Presentations

&5 Support + Training
= Upcoming Classes
E Recorded Classes
E Videos and Exercise
E User Manuals

» E5 Support Items

H Activities

» E5 Morningstar Services

» &5 Document Library

E Morningstar Publications

& Import © [&]Price Monitor © ¥ QuoteSpeed @ Search for In Securities - Go ]
Personal Settings Portfolio Accounting System Settings
i Assistant Management [ Reports, Tax Lot Methods, Transactions, Management FeE;I-

Click here to begin
the process of
creating a
management

fee setting

EI Email Server Settings

i Preferences

EI Email Password Settings

F. | Asset Allocation Reporting Sets
Q

4. On the icon bar above the spreadsheet area, click the arrow to the right of the New
Setting button and select New Management Fees Setting. The Management fee
setting dialog box opens.

fd Momingstar Office Be sure to click the
File Help Search for In This View arrow, an_d not the .
New Setting button itself
Action ~ New Setting = \&( New Disclosure - ﬁ Expo
r New Reports Setting -
New Tax Lot Methods Setting
i New Transactions Setting
Oz | New Management Fees Setting :
| <} Morningstar Default Transaction Settings Click here to create
I a Sample Transaction Settings anew management fee
s Morningstar Default Tax Lot Method Settings
s My Fee Settings

Version 1.0

MCORNINGSTAR



Creating Management Fee Settings

5. Use the table below for instructions on how to fill out the fields in this dialog box.
6. When finished, click Save + Close.

Setting Name

Management fee setting
Enter Management fee setting details here.
Setting Name i
(50 characters maximum)

Billing Method Flat Fee [l silling By
Bill Rate Methodology Actual/Average ll
Payment Period Quarterly [ Be sure to select
Payment In Calendar Period [¥]  Next Period Start Month [+] 3 Flat Fee from this
Next Period Start Day [+] drop-down field
Bill in Arrears
Using [

Fee Tier From(USD) To(UsSD) Firm Fee % Adviser Fee %  Annual Rate%
Annual Fee Amount(USD) 1
Billing Disclosure None [+]

™ Exclude Accrued Interest [¥" Management Fee Deductible From Custodian Accounts

If you change the Billing method, the information you have entered may be lost because of the difference in the
information being collected.

Help Save + Close Close
Field Name Instructions

Enter a name for the management fee setting. This does not appear on
any report; it is only for your reference. Most advisors choose a descriptive
name. For example, “Basic Flat Fee.”

Billing Method

Select Flat Fee.

Bill Rate Methodology

Select either Actual/Average or Actual/Actual.

With Actual/Average, the annual fee is multiplied by (1/4) to calculate a
quarterly fee, (1/12) for a monthly fee, etc. (The frequency of payment is
selected in the Payment Period field.)

With Actual/Actual, the annual fee is multiplied by X divided by 365 (where
Xis the actual number of days in the billing period) to calculate the fee. For
example, with a quarterly fee, in the second calendar quarter (i.e., April,
May and June) a flat fee of $1,000 would be multiplied by (31/365).

You can bill by either an account’s Total Portfolio Value, or Security

Billing By Type. If you select Security Type, you need to add Billing Categories. (The
interface changes to provide this option.)
Version 2.0 MAORNINGSTAR
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How do | create a flat management fee setting?

Creating Management Fee Settings

Field Name

Payment Period

Instructions

This field determines each billing time period. The options are Quarterly,
Monthly, Semi-annual, Annual or Custom Period. If Custom Period is
selected, the client can be billed in either 2- or 4-month periods.

Payment In

Select Calendar Period or Rolling Period.

With Calendar Period, accounts are billed according to conventional
calendar periods. For instance, if billing in advance, clients are billed on the
last day of one time period (e.g., month, quarter) for the next time period. If
billing in arrears, clients are billed on the last day of the current billing
period.

With the Rolling Period option, accounts are charged on a date of your
choosing. The start and end dates follow your custom schedule. For
example, you can stagger your quarterly billing by scheduling a portion of
your business in January (for January-March, April-June, July-September
and October-December), then create another management fee setting for
the next portion in February (for February-April, May-July, August-October
and November-January), and a third management fee setting for the final
portion in March (for March-May, June-August, September-November and
December-February).

Next Period Start Month
(Rolling Period only)

This field is used only when the Payment In field is set to Rolling Period. It
determines the month when the next period in the cycle begins. For
example, if the next hilling period begins on February 15, select Feh.

Next Period Start Day
(Rolling Period only)

This field is used only when the Payment In field is set to Rolling Period. It
determines the day when the next period in the cycle begins. For example,
if the next billing period begins on February 15, select 15.

Bill In

Choose either Advance (to bill on the last day of one time period for the
next time period), or Arrears (to bill on the last day of one time period for
the same time period).

Using

This field cannot be used with a flat management fee setting. For flat
management fee settings, the balance of an account as of market close on
the ending date for a period is used for billing.

Fee Tier

Fee tiers are not used for flat fees; you can ignore this area.

Annual Fee Amount(USD)

Enter the dollar amount for the annual fee.

Billing Disclosure

If desired, select a custom disclosure to appear on the Billing Summary.
You must have already created and saved a billing disclosure before you
can select it here. See “Creating a Billing Disclosure” on page 19.

Exclude Accrued Interest

Check this box to exclude accrued interest from bonds in the billable
balance of your accounts.

Management Fee Deductible
from Custodian Accounts

This check box determines the content of your Billing Summary. If the box
is checked, the Billing Summary will show that the client owes nothing
because fees are deducted automatically from their accounts at your
custodian. If the box is unchecked, the Billing Summary will show a
balance due.

" Note: If fees are not deducted automatically from the client’s
custodian account, but you also do not want clients to remit
payment upon receipt of the Billing Summary, you can use the
Billing Disclosure field to include a line on the Billing Summary
to the effect of, “Send no payment at this time.”

MOHMNBHMR Version 1.0




Creating Management Fee Settings

How do | create a tiered fee?

Tiered fees allow you to charge a unique percentage-based fee for differently sized
accounts. With just one fee setting, you can change the amount charged based on the
size of an account.

To create a tiered fee, do the following:

1. Go to the Home tab.

2. Click the Settings page.

3. Under the Portfolio Accounting System Settings area, click Reports, Tax Lot Methods,
Transactions, Management Fees. The Settings dialog box opens.

How do | create
a tiered fee?

' Momingstar Office | —

File New Favorites Tools Reports Help © & Import © J&]Price Monitor - [ QuoteSpeed @ Search for In Securities

Home Set

- Go

= Home
E Articles + Commentary
[ Presentations

Personal Settings Portfolio Accounting System Settings

[ Reports, Tax Lot Methods, Transactions, Management Fees |-

&5 Support + Training Assistant Management
E Upcoming Classes D
E Recorded Classes
E Videos and Exercise

» &5 Document Library
E Morningstar Publications

F. | Asset Allocation Reporting Sets
Q

= User Manuals Email Server Settings
» £ Support Items EI Preferences
£l ,
AT Set miscellansous preferences: currency. loge, import
» & Morningstar Services EI Email Password Settings

4. On the icon bar above the spreadsheet area, click the arrow to the right of the New
Setting button and select New Management Fees Setting. The Management fee
setting dialog box opens.

1[fd Momingstar Office Be sure to click the
arrow, and not the
New Setting button itself

File Help Search for In This View

Action~  New Setting |~ "3’ New Disclosure ~ ﬁ Expo

r New Reports Setting -
New Tax Lot Methods Setting
i New Transactions Setting
Oz | New Management Fees Setting I
| <} Morningstar Default Transaction Settings Click here to create
I a Sample Transaction Settings anew management fee
s Morningstar Default Tax Lot Method Settings
s My Fee Settings

Click here to begin
the process of
creating a
management

fee setting
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How do | create a tiered fee? Creating Management Fee Settings

5. Use the table below to fill out the fields in this dialog box.
6. When finished, click Save + Close.

Management fee setting

Enter Management fee setting details here.

Setting Name My Default Tiered Fee
(50 characters maximum)

Billing Method Tiered Fee [»]  siling By Total Portfolio Value
Bill Rate Methodology Actual/Average Single Rate r

Payment Period Quarterly

Payment In Calendar Period Next Period Start Month [+]

Next Period Start Day

EEEEE

Bill in Arrears
Using End Balance

Proration r

New Account ~

Cash Flow - Prorate [+]

Min. Flow for Proration

Adjustments

Rebate Transaction Commissions [

Rebate Transaction "Other" Fee [~

Fee Tier From(USD) To(UsSD) Firm Fee % Adviser Fee %  Annual Rate%

0.00

Annual Minimum Fee
Annual Additional Fee
Billing Disclosure None [+]
[ Exclude Accrued Interest ¥ Management Fee Deductible From Custodian Accounts

If you change the Billing method, the information you have entered may be lost because of the difference in the
information being collected.

Help Save + Close Close

Field Name Instructions

Enter a name for the management fee setting. This does not
appear on any report; it is only for internal use. Most advisors
choose a descriptive name. For example, “Standard Tiered
Fee.”

Setting Name

Billing Method Tiered Fee should be chosen by default.

8 MOHNWBSMR Version 1.0



Creating Management Fee Settings

How do | create a tiered fee?

Field Name

Bill Rate Methodology

Instructions

Select either Actual/Average or Actual/Actual.

With Actual/Average, the annual fee is multiplied by (1/4) to
calculate a quarterly fee, (1/12) for a monthly fee, etc. (The
frequency of payment is selected in the Payment Period field.)

With Actual/Actual, the annual fee is multiplied by X divided by
365 (where X is the actual number of days in the billing period)
to calculate the fee. For example, with a quarterly fee, in the
second calendar quarter (i.e., April, May and June) a flat fee of
$1,000 would be multiplied by (91/365).

You can bill by either an account’s Total Portfolio Value, or
Security Type. If you select Security Type, you will need to add

Billing By Billing Categories. (The interface will change to provide this
option.)
If this box is checked, a single billing rate is applied based on
the entire market value of an account. If the box is left
unchecked, each account’s value is divided into tiers, with each
tier billed at a progressive rate.
For example, if you have the following three tiers:

» $0 to $250,000
Single Rate » $250,000 to $500,000, and

» $500,000 to $999,999,999

and an account has a value of $1,500,000, you can charge a
single rate for the entire amount (if the box is checked), or (if
the box is unchecked) charge a rate for the first $250,000,
another rate for the amount between $250,000-500,000, and
yet a third rate for the final $1,000,000.

Payment Period

This field determines the billing time period. The options are
Quarterly, Monthly, Semi-annual, Annual or Custom
Period. If Custom Period is selected, the client can be billed in
either 2- or 4-month periods.

Payment In

Select Calendar Period or Rolling Period.

With Calendar Period, accounts are billed according to
conventional calendar periods. For instance, if billing in
advance, clients are billed on the last day of one time period
(e.g., month, quarter) for the next time period. If billing in
arrears, clients are billed on the last day of the current billing
period.

With the Rolling Period option, accounts are charged on a date
of your choosing. The start and end dates follow your custom
schedule. For example, you can stagger your quarterly billing by
scheduling a portion of your business in January (for January-
March, April-June, July-September and October-December),
then create another management fee setting for the next
portion in February (for February-April, May-July, August-
October and November-January), and a third management fee
setting for the final portion in March (for March-May, June-
August, September-November and December-February).
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How do | create a tiered fee?

Creating Management Fee Settings

Field Name

Next Period Start Month
(Rolling Period only)

Instructions

This field is used only when the Payment In field is set to Rolling
Period. It determines the month when the next period in the
cycle begins. For example, if the next billing period begins on
February 15, select Feb.

Next Period Start Day
(Rolling Period only)

This field is used only when the Payment In field is set to Rolling
Period. It determines the day when the next period in the cycle
begins. For example, if the next billing period begins on
February 15, select 15.

Bill In

Choose either Advance (to bill on the last day of one time
period for the next time period), or Arrears (to bill on the last
day of one time period for the same time period).

Using

Select either End Balance (as of the last day of the billing
period), Daily Average Balance (over the entire billing period)
or Month End Average Balance (for each month in the billing
period).

Proration

Check this box to enable the following proration options:

» New Account

» Cash Flow

» Minimum Amount Flow, and
» Prorate.

You can prorate the amount charged for either new accounts
entered in the middle of a billing period, or for money flowing in
and out of accounts during a billing period. While prorating is
optional, it is always recommended. Otherwise, you could find
yourself overcharging (if billing in arrears) or undercharging (if
billing in advance). You could account for these differences by
making manual adjustments, but this creates a lot of additional
work which can be avoided by prorating. For more information
on how proration works, see “Appendix 2: Prorating for
Accounts—aBilling in Arrears vs. Advance” on page 83.

New Account

When this box is checked:

» If you are billing in arrears, clients will be discounted for
the days during the last quarter when their accounts
were not yet open.

» If you are billing in advance, clients will be additionally
charged for the days that their accounts were open
during the past quarter.

Cash Flow

When this box is checked, clients are discounted for the days
when their accounts had a lower balance, and charged more for
the days during which their accounts had a higher balance.

Min. Flow for Proration

Select either Amount or Rate % required to trigger the
proration, then enter that value in the field below the option
buttons.

Prorate

This field is used only when the Cash Flow box is checked. You
can select either In flow or All flow to choose to prorate for
inflows only, or to prorate for both inflows and outflows of cash.

10
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Creating Management Fee Settings

How do | create a tiered fee?

Field Name

Rebate Transaction Commissions

Instructions

\When this box is checked, any commissions you have earned
over the quarter are subtracted (this data is drawn from the
transaction history).

Rebate Transaction “Other” Fees

\When this box is checked, any transaction fees or other
expenses that the client paid to other parties (not the advisor)
are subtracted.

Fee Tier

In the Fee Tier fields, you need to enter values in the To(USD)
column for each tier. The From(USD) column will update
automatically with the value in the To(USD) field from the
previous row. (If the amount to be billed is the same value as
the To value in one line and the From value in the next, the
client will be billed at the lower rate.)

After entering a value in the From field, you need to enter either
a Firm Fee %, Advisor Fee %, or both, depending on how
your firm's fees are structured. The value of these two fields is
totaled in the Annual Rate % field.

The Firm Fee is the annual percentage paid to your firm,
brokerage house, etc. The Advisor Fee is the annual percentage
paid to you.

Annual Minimum Fee

Enter a dollar amount here to ensure that a certain annual
minimum fee is charged to an account. Keep in mind that this
fee is calculated for each billing period, and not simply at the
end of the year. For instance, if you bill quarterly and enter an
annual minimum fee of $1,200, the system will ensure your
client is billed for at least $300 each quarter. If you bill monthly,
the system will ensure your client is billed for at least $100
each month.

Annual Additional Fee

If you need to charge an additional flat fee along with the tiered
fee, enter that amount here.

Billing Disclosure

If desired, select a custom disclosure to appear on the Billing
Summary. You must have already created and saved a billing
disclosure before you can select it here. See “Creating a Billing
Disclosure” on page 19.

Exclude Accrued Interest

Check this box to exclude accrued interest from bonds in the
billable balance of your accounts.

Management Fee Deductible
from Custodian Accounts

This check box determines the content of your Billing Summary.
If the box is checked, the Billing Summary will show that the
client owes nothing because fees are deducted automatically
from their accounts at your custodian. If the box is unchecked,
the Billing Summary will show a balance due.

" Note: If fees are not deducted automatically from
the client’s custodian account, but you also do not
want clients to remit payment upon receipt of the
Billing Summary, you can use the Billing Disclosure
field to include a line on the Billing Summary to the
effect of, “Send no payment at this time.”

Version 2.0
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How do | create a security-based tiered fee? Creating Management Fee Settings

How do | create
a security-based
tiered fee?

Security-based tiered fees allow you to create different sets of fee tiers for different
security types (i.e., stocks ETFs, etc.). Fee tiers are assigned based on the amount of
each security type held, and not on the overall size of the account. To create a security-
based tiered fee, do the following:

Follow steps 1-4 on page 7.

In the Billing Method field, be sure Tiered is selected.

In the Billing By field, select Security Type.

In the Billing Category area, click Add to create a security category. The Management
Fee Tiers dialog box opens.

e N

Billing Category

Add Edit

Remove |

[~ Description

Annual Minimum Fee
Annual Additional Fee

Billing Disclosure

Security types included

Click here to add
security categories

None A
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Creating Management Fee Settings How do | create a security-based tiered fee?

5. Enter a Description for the category.

m{Murningstar Office E”Elg‘
Management Fee Tiers

Enter included Security Types and Management Fes tisrs here.

Description
I~ Apply to Remaining Security Types

Security Type Inclusion

Cash and Cash Equivalents ~
Category Average =
i =1
=1
==
L Enter tiers and fees
for the security types

Fee Tier From(USD) To(USD) Firm Fee % Advisor Fee % Annual Rate¥

Save/Exit Cancel

6. Select the security type(s) to be included for this fee tier by clicking on items in the
Security Type Inclusion area and then clicking > to add them to the final list

7. When your list is complete, enter Fee Tier breakpoints and fee amounts for the
item(s).

8. Click Save/Exit.

9. Repeat steps 4-8 until you have accounted for all security types.

&~ Note: To include all remaining securities in a billing category, check the Apply to remaining
security types box. Securities types not included in a tier will not be billed.

10. When you are finished, click Save + Close on the Management Fees dialog box.

Version 2.0 MOORNINGSTAR 13



How do | create a performance-based management fee?

Creating Management Fee Settings

How do | create a
performance-based
management fee?

Performance-based management fees allow you to charge a set percentage of all
portfolio gains for the period. You can also determine whether the client should be
billed on the absolute gain, or on the difference between the gain and a value you

benchmark against.

To create a performance-based management fee, do the following:

1.

Go to the Home tab.
2. Click the Settings page.
3. Under the Portfolio Accounting System Settings area, click Reports, Tax Lot Methods,

Transactions, Management Fees. The Settings dialog box opens.

' Momingstar Office |

File New Favorites Tools Reports Help

Home

= Home

E Articles + Commentary

[ Presentations

&5 Support + Training
= Upcoming Classes
E Recorded Classes
E Videos and Exercise
E User Manuals

» E5 Support Items

H Activities

» E5 Morningstar Services

» &5 Document Library

E Morningstar Publications

& Import

IE] Price Monitor © ¥ QuoteSpeed

Search for

In Securities - Go

Personal Settings

i Assistant Management

EI Email Server Settings

EI Email Password Settings

Portfolio Accounting System Settings

[ Reports, Tax Lot Methods, Transactions, Management Fees |-

i Preferences

F. | Asset Allocation Reporting Sets
Q

Click here to begin
the process of
creating a
management

fee setting

4. On the icon bar above the spreadsheet area, click the arrow to the right of the New
Setting button and select New Management Fees Setting. The Management fee
setting dialog box opens.

,']ﬁ Morningstar Office

Be sure to click the

arrow, and not the

New Setting button itself

File Help Search for In This View
Action ~ New Setting = \&( New Disclosure - ﬁ Expo
r New Reports Setting -

New Tax Lot Methods Setting
i New Transactions Setting
Oz | New Management Fees Setting :
| <} Morningstar Default Transaction Settings
I a Sample Transaction Settings
s Morningstar Default Tax Lot Method Settings
s My Fee Settings

Click here to create
a new management fee
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Creating Management Fee Settings

How do | create a performance-based management fee?

5. Use the table below to fill out the fields in this dialog box.
6. When finished, click Save + Close.

Setting Name

Management fee setting
Enter Management fee setting details here.
Setting Name Default Performance Fee =
(50 characters maximum)

Billing Method Performance Based Fee e
Payment Period Quarterly ¥
Payment In Calendar Peried [¥]  Next Period Start Month hd Be sure to select
Next Period Start Day v Performance Based Fee
Bill in = from this drop-down field
Using i L
Performance Based
Billing Rate %
Performance Base %
Annual Minimum Fee
Billing Disclosure None v
™ Exclude Accrued Interest [¥ Management Fee Deductible Frem Custedian Accounts

If you change the Billing methed, the information you have entered may be lost because of the difference in the R
information being collected.

Help Save + Close Close
Field Name Instructions

Enter a name for the management fee setting. This does not
appear on any report; it is only for your reference. Most
advisors choose a descriptive name. For example, “Basic
Performance-Based Fee.”

Billing Method

Select Performance Based Fee.

Payment Period

This field determines the billing time period. The options are
Quarterly, Monthly, Semi-annual, Annual or Custom
Period. If Custom Period is selected, the client can be billed in
either 2- or 4-month periods.

Payment In

Select Calendar Period or Rolling Period.

With Calendar Period, accounts are billed on the last day of the
month/quarter, according to conventional calendar periods.

With the Rolling Period option, accounts are charged on a date
of your choosing. The start and end dates follow your custom
schedule. For example, you can stagger your quarterly billing by
scheduling a portion of your business in January (for January-
March, April-June, July-September and October-December),
then create another management fee setting for the next
portion in February (for February-April, May-July, August-
October and November-January), and a third management fee
setting for the final portion in March (for March-May, June-
August, September-November and December-February).

Version 2.0
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How do | create a performance-based management fee?

Creating Management Fee Settings

Field Name

Next Period Start Month
(Rolling Period only)

Instructions

This field is used only when the Payment In field is set to Rolling
Period. It determines the month when the next period in the
cycle begins. For example, if the next billing period begins on
February 15, select Feb.

Next Period Start Day
(Rolling Period only)

This field is used only when the Payment In field is set to Rolling
Period. It determines the day when the next period in the cycle
begins. For example, if the next billing period begins on
February 15, select 15.

Bill In

When using a performance-based fee, you will always bill in
arrears. This field defaults to that value, and cannot be
changed.

Using

\When using a performance-based fee, you will always use the
ending balance for a time period. This field defaults to End
Balance, and cannot be changed.

Billing Rate %

The percentage of a portfolio’s total investment gain
(expressed as total dollar value) that constitutes the
management fee for a period. For example, if a client’s account
gains 10% in a period and that 10% gain results in a $2,000
gain, your Billing Rate would be a percentage of this $2,000.
Only gains can result in fees; losses would result in a $0 fee.

The formula used to calculate a portfolio’s total investment gain
during a period is:

TotallnvestmentGain = A—(B + C)

Where:

» A = Ending Portfolio Market Value
» B = Beginning Portfolio Market Value, and
» C = Net Cash Flow

16 MCORNINGSTAR
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Creating Management Fee Settings

How do | create a performance-based management fee?

Field Name

Performance Base %

Instructions

This is an optional performance threshold that limits the
management fee calculated. The performance-based fee
charged will reflect only the investment gain amount above the
performance base. For example, if you enter the number 2 here,
then an account will be billed only for the gains it makes in
excess of that percentage amount.

The formula used to calculate the performance-based
management fee is:

A+B-C=D
Dx(1+E)=F

G x (H—-F)= PerformanceBasedFee

Where:
» A = Beginning Market Value
» B = Additions

» C = Withdrawals
» E = Performance Base %
» G =Billing Rate %
» H = Ending Market Value

Here's an example using this formula:

A client’s portfolio has a market value at the beginning of the
period of $100,000. They make no additions or withdrawals
during the period, so D = $100,000.

The performance base % is 2%, so F = $102,000. ($100,000 X
(140.02))

The billing rate % is 5%, and the ending market value is
$105,000. Therefore, the performance-based fee is $150.
(0.05 X ($105,000 - $102,000))

Annual Minimum Fee

Enter a dollar amount here to ensure that a certain annual
minimum fee is charged to an account. Keep in mind that this
fee is calculated for each billing period, and not simply at the
end of the year. For instance, if you bill quarterly and enter an
annual minimum fee of $1,200, the system will ensure your
client is billed for at least $300 each quarter. If you bill monthly,
the system will ensure your client is billed for at least $100
each month.

Billing Disclosure

If desired, select a custom disclosure to appear on the Billing
Summary. You must have already created and saved a billing
disclosure before you can select it here. See “Creating a Billing
Disclosure” on page 19.

Exclude Accrued Interest

Check this box to exclude accrued interest from bonds in the
billable balance of your accounts.

Version 2.0
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How do | create a performance-based management fee?

Creating Management Fee Settings

Field Name

Management Fee Deductible from
Custodian Account

Instructions

This check box determines the content of your Billing Summary.
If the box is checked, the Billing Summary will show that the
client owes nothing because fees are deducted automatically
from their accounts at your custodian. If the box is unchecked,
the Billing Summary will show a balance due.

&~ Note: If fees are not deducted automatically from
the client’s custodian account, but you also do not
want clients to remit payment upon receipt of the
Billing Summary, you can use the Billing Disclosure
field to include a line on the Billing Summary to the
effect of, “Send no payment at this time.”

18
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Creating a Billing Disclosure Overview

Creating a Billing Disclosure

This section explains how to create a hilling disclosure notice, which appears only on Overview
the Billing Summary report. Note the following important points about this process:

» Once created, a billing disclosure must then be associated with a management fee
setting in order to appear on the Billing Summary report.

» \When that management fee setting is assigned to a client or account, the
disclosure will automatically appear on the Billing Summary report.

» Each management fee setting can have only one billing disclosure statement
associated with it.

» One billing disclosure statement, though, can be associated to multiple
management fee settings.

To create a billing disclosure statement and apply it to a management fee setting, do How do | create
the following: and apply a

- . N
1 Go to the Home tab. billing disclosure?

2. Click the Settings page.
3. Under the Portfolio Accounting System Settings area, click Reports, Tax Lot Methods,
Transactions, Management Fees. The Settings dialog box opens.

'f@ Morningstar Office - —
File MNew Favorites Tools Reports Help @ & Import : J&]Price Monitor | [ QuoteSpeed - Search for In Securities - Go =
D Home P TSett Portfolio A ting System Setti
B Articles + Commentary ersona ings ortfolio Accounting System ings
[ Presentations
8 Support + Training = Assistant Management _ l Reports, Tax Lot Methods, Transactions, Management Fees |-
& upcoming Classes | R a
I Recorded Classes : f
I Videos and Exercise Click here to begin
i User Manuals [ el server setings the process of
» &5 Support Items [_I o= Preferences creating a
H Settings < billing discl
— - illing disclosure
» & Morningstar Services @ | Email Password Settings
+ & Document Library . Asset Allocation Reporting Sets
E Morningstar Publications (3
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How do | create and apply a billing disclosure?

Creating a Billing Disclosure

4. On the icon bar above the spreadsheet area, click the arrow to the right of the New
Disclosure button and select New Billing Disclosure. The Disclosure Setting dialog

New Disclosure button itself

box opens.
I .
[l Morningstar Office Be sure to click the
. 3 - arrow, and not the
File Help : Search for In This View + Go| !
4 . . . . 7 = .
¢ Action New Setting - \&( New Disclosure |~ @ Export~ S Print
r Setting Name New Cover Page Disclosure Type
| New Billing Disclosure
1 Maorningstar Default Report Settings Report . .
P — : = = T = " Select this option
i _ _ ransaction to create a new
0= Morningstar Default Transaction Settings Transaction biIIing disclosure
I a Sample Transaction Settings Transaction
Os Morningstar Default Tax Lot Method Settings Taxlot
s My Default Flat Fee Management
rz My Default Performance Fee Management
s My Default Tiered Fee Management
[ a My Fee Sattinas Mananement

5. Inthe Disclosure Name field, enter a name for the billing disclosure. This name will not
appear on the Billing Summary report. Be sure to remember this name, because you will
need to select it later when you associate the disclosure with a management fee setting.

[ Merningstar Office

=P8 X

Disclosure Setting

Disclosure Name (70 characters max) Flat Fee Disclosure

Disclosure (4000 characters max)

This bill represents a flat fee for services rendered during this peried.

Help

Save + Close Cancel

Type a name for
the disclosure here

6. Inthe Disclosure area, enter the text that will appear on the Billing Summary report.
7. When finished, click Save + Close to save the disclosure.
8. Click OK when the confirmation message appears.
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Creating a Billing Disclosure How do | create and apply a billing disclosure?

9. You can now assign this disclosure to a management fee setting. The Settings dialog box
should still be open. Double-click the management fee setting to which you want to
associate this disclosure. The Management fee setting dialog box opens.

10. Scroll down to the Billing Disclosure drop-down field, and select the name of the
disclosure you want to use with this management fee setting.

11. Click Save + Close.

12. Click OK when the confirmation message appears.

[ Moringear Ot e e

Management fee setting

Enter Management fee setting details here.
Use this field to associate
a hilling disclosure with

Annual Fee Ameunt{USD) 5,000.0000 amanagement fee setting

Billing Disclosure None v

None
[ Exclude Accrued Interest Flat Fes Disclosure From Custodian Accounts
If you change the Billing methad, the infarmation you have entered may be lost because of the difference in the
infarmation being collected.
Help Save + Close Save As Close
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Overview

Applying Management Fees, Fee Methodologies and Fee

Applying Management Fees, Fee Methodologies and Fee Allocations

Overview

After you have created your management fee settings, but before you can generate
billing reports for your clients, you must assign a management fee and a fee
methodology to each client, group or account, and you may want to consider how the
fees will be deducted from specific accounts.

In other words, you may have created a series of flat fees, tiered fees, etc., but you
have not applied these settings to clients or accounts, neither have you determined
whether to bill at the client aggregate or individual account level, nor have you
determined which accounts are responsible for paying these fees.

These parameters are determined in the Settings Assignments window. This window
provides three spreadsheets, displaying the portfolio accounting settings that you have
applied to clients, accounts and groups.

In this section, you will learn the following:

» how to set a default management fee setting for your practice

» what the different fee methodology types are in Morningstar Office

» how to apply fee methodologies to clients and accounts

» what the different fee allocation options are in Marningstar Office, and
» how to apply a fee allocation to a client.

22
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Applying Management Fees, Fee Methodologies and Fee Allocations

How do | set a default management fee for my practice?

Once you have created your management fee settings, you might decide that one in
particular will be used more often than others. Rather than constantly needing to make
this selection each time you add a new client, you can set it to be the user default for

all clients.

To set a default management fee setting, do the following:

How do |

set a default
management fee
for my practice?

1. From the menu bar at the top of the Morningstar Office window, select
Tools. .. Settings. .. Set User Default Settings. The Set User Default Settings dialog

box opens.

\fd Momingstar Office

File New Favorites | Tools [Reports Help : & Import : [g]Price Monitor : (% QuoteSpeed : Search for s
Edit Definitien Master
Home !
Hypathetical Ilustration
= Efficient Frontier
= Articles + Commentan| g i pility Manager v =-.| Alerts
= Presentations = -
cttings
& Support + Training g Set User Default Settings
B Upcoming Classe,  'Md * Set Default Account View ng
S Recorded Classes ~ Market Barometer Set Default Account Benchmark e Access your user
E Videos and Exerci  Caleulators 4 Set Default Research Benchmark i .
= y default settings here
B User Manuals Trade Blotter Set Default Planning Benchmark
- » &8 Support Ttems Batch Document Upload Settings Assignments ET
i Settings Launch Web Portal p
= Administrative A
B Activities Launch Corporate Action Warehouse )
ore #
&8 Morningstar Services | G0l ransaction wizard v b
&5 Document Library )
=m i Adviser-Client Questionnaire »
orningstar Publicatior.
= Tasks T —
B Task Manager == Market Bar
= Note Manager S-_E“E P = =be= Value Core
ign up for Tasl 2
& Workflow 8:00 AM 9/18/2010 &
Management Training &|-0.02| 0.44
Set up billing sched 9:00 AM 7/25/2012 -
=
Set up billing sched 9:00 AM 7/25/2012 0.50 | 0.439
Fax new account forms to 5
Ton 4:00 PM 7/25/2012 E|ozt|o02s
Fax new account forms to
o8 4:00 PM 7/25/2012 e

From the Management fees drop-down field, select the fee setting you want to use

as the default each time a new client is added to Morningstar Office.

|\[@ Mormingstar Office

=

of x|

Set User Default Settings

Set user default settings here.

Reports

Tax lot methods
Transactions
Management fees
Use Morningstar Price

Close the Books

Turn Off Report
Warning Messages

Morningstar Default Report Settings

(]
Morningstar Default Tax Lot Method Settings'l]
(]

hd

Import

My Fee Settings

My Default Flat Fee -
My Default Performance Fee

My Default Tiered Fee

My Fee Settings

Sample Flat Fee

Sample Tiered Fee

Sample Tiered Management Fee

11

OK Cancel Help |

3. Click OK.

4. Click OK when the confirmation message appears.

From this drop-down field,
select the management fee
you want to use as the default
option for each new client

Version 2.0
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How do | change the management fee setting for a client?

Applying Management Fees, Fee Methodologies and Fee

How do | change the
management fee setting
for a client?

If you do not want to use the default fee setting for a client, do the following:

& Note: If you plan to bill by account, rather than at the client level, you can skip to “How do | set
individual account fees?” on page 29.

1. From the menu bar at the top of the Morningstar Office window, select
Tools...Settings...Settings Assignments. The Settings Assignments window opens.

Edit Definition Master

¢ & Import

ﬂﬁ Morningstar Office
: File Mew Fawvorites | Tools | Reports  Help

I Price Monitor Search for

Set Default User Setting

E Discussions
» B2 Support + Training
E Settings
E Activities
E Managed Portfolios
¥ B2 Document Library

Home . )
Hypothetical Illustration
E Lo Suitability Manager 3
H Articles + Comment-l Emtingg 3
B Presentations s
Find 3

Market Barometer

Calculators 3

Trade Blotter
Upload Document
Launch web Portal

Set Default Account View
Set Default Account Benchmark

Set Default Research Benchmark

Setting Assignments

Select this option to change
the management fee setting
assigned to your clients

2. On the Client Settings Assignment page, scroll right until you see the Management
Fee Setting column.
3. Click in the Management Fee Setting column to select the management fee you
want to use with the client.

'\[@ Momingstar Office

File Help Search for

Settings Assignments

E Client Settings Assignme
E Group Settings Assignme r
E Account Settings Assignr

In This View

SR
Action~ | @ save | i Export~ ESPrint | &, Data Filter | & 5

e Smith Family Use User Default Setting
[~ 10 REED,ROBERT |NENVETEsE U | Cliegt s
M1 Nelzon Klein Use User Default Setting »ht s
R My Default Flat Fee i
12 Nancy Klein My Default Performance Fee t 5
13 Mstar Wealth MalMy Default Tlered Fee Ellt =
My Fee Settings
[T 14 Leo Murphy Sample Flat Fee —ts
F Sample Tiered Fee -
[T 15 Joe Klein Sampe Tlered s R
™ 18 Jane Klein Use User Default Setting Client =
17 Brown Family Use User Default Setting Client =
| il oR4GNART Lee lleer Defaylt Setting Client =

Client Name  Management Fee Setting

* Go

Fee Mef

4. At the top of the window, click Save.

Click here to
select a different
management fee
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Applying Management Fees, Fee Methodologies and Fee Allocations

What fee methodology types are used in Morningstar Office?

Fee methodologies determine the way in which the value of clients’ accounts are

What fee methodology

calculated when determining the fees for a period. The table below describes the three types are used in

fee methodology types in Morningstar Office.

Fee Methodology

Client Setting/
Aggregate Balance

Description

This methodology aggregates all of a client’s
accounts into a single portfolio, and applies a single
management fee to the aggregate.

Individual Account
Setting/Balance

This methodology applies the management fee
calculation to each account individually.

Individual Account
Setting/Blended

This methodology applies separate management fee
settings to different accounts, but charge each
account based on the size of the entire aggregate.

For each client, you must decide which one of the three fee methodologies you are
going to use and then assign that fee methodology to each client. For an example of

each methodology, see “Appendix 1: Billing Scenarios” on page 80.

Morningstar Office?

The Fee Methodology field for each client defaults to Client setting/Aggregate Balance. How do | set the
You can elect to use one of the other two methods if you prefer.

To assign a different fee methodology for your clients, do the following:

1. From the menu bar at the top of the Morningstar Office window, select

Tools...Settings...Settings Assignments. The Settings Assignments page opens.

ﬂﬁ Morningstar Office
File Mew Fawvorites | Tools | Reports  Help

Home

E Home

E Presentations
E Discussions

E Articles + Comment-l

» B2 Support + Training

Edit Definition Master
Hypothetical Illustration
Suitability Manager

& Import IE] Price Monitor Search for

Settings

Find
Market Barometer

Calculators

E Settings

H Activities Trade Blotter

HE Managed Portfolios Upload Document
¥ B8 Documnent Library Launch Wweb Paortal

Set Default User Setting
Set Default Account View
Set Default Account Benchmark

Set Default Research Benchmark

Setting Assignments

fee methodology
for each client?

Select this option to change
the fee methodology
assigned to your clients

2. Go to the Client Settings Assignments page.

3. Scroll right until you see the Fee Methodology column.

Version 2.0
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How do | set the fee methodology for multiple clients at once?

Applying Management Fees, Fee Methodologies and Fee

4. For each client, click inside the Fee Methodology field to choose the fee methodology
you want to use.

,'Jﬁ Morningstar Office

File Help

Search for

In This View

Settings A

H Client Settings Assignme
E Group Settings Assignme

Action~ | [ save ﬁ Export~ lélPrint 8 Data Filter | & Settings

r Client Name . Management Fee Setting Fee Methodology Primary g
HE Account Settings Assignr
e Smith Family Uge User Default Setting
[T 10  REED,ROBERT Use User Default Setting Click here to choose
M1 Nelson Klein Use User Default Setting L the fee methodology you
12 MNancy Klein Use User Default Setting igg::gj:: QEEEEEE g:g:ﬂgﬁgfﬁ‘ﬁggﬁ Rate pser want to use for a client
| k] Mstar Wealth Ma Use User Default Setting Client setting/Aggregate Balance Use User
M 14 Leo Murphy Uge User Default Setting Client setting/Aggregate Balance Use User
M 1s Joe Klein Uge User Default Setting Client setting/Aggregate Balance Use User
| Jane Klein Uge User Default Setting Client setting/Aggregate Balance Use User
I 17 Brown Family Uge User Default Setting Client setting/Aggregate Balance Use User
| il 0A4GNART Lice |icer Defaylt Satting Client esttina/Anarenste Balance lice |lgar

How do | set the
fee methodology
for multiple clients
at once?

5. At the top of the window, click Save.
6. When the confirmation message appears, click OK.

Rather than set the fee methodology for one client at a time, you can set this value for
multiple clients at once. This can be done one of two ways:

» apply the same setting to all clients, or
» apply the same setting to only selected clients.

Each procedure is described below.

To apply the same fee methodology to all clients, do the following:

1. Follow the steps from “How do | change the management fee setting for a client?” on
page 24 to update the record whose fee methodology value you want to apply to all

clients.

2. Check the box to the left of the row number to select the row whose Fee Methodology
value you want to copy to all other clients.

'/ Morningstar Office —

T =T

File Help

Search for

In This View

Settings A

H Client Settings Assignme
E Group Settings Assignme
E Account Settings Assignr

r

Action~ | [ save ﬁ Export~ lélPrint 8 Data Filter | &5 Settings

Client Name » Msnagement Fee Setting

Fee Methodology

r Smith Family
w 10 REED,ROBERT

| s !
12
| ]
M 14
M 1s
|

I 17
| il

Melson Klein
MNancy Klein
Mstar Wealth Ma
Leo Murphy

Joe Klein

Jane Klein
Brown Family
0A4GNART

Usge User Default Setting
Use User Default Setting
Usge User Default Setting
Usge User Default Setting
Usge User Default Setting
Usge User Default Setting
Usge User Default Setting
Usge User Default Setting
Usge User Default Setting

llgs |lcar Default Setting

Client setting/Aggregate Balance

Check the box next to

Individual Account Setting/Balance

the name of the client

Client setting/Aggregate Balance
Client setting/Aggregate Balance
Client setting/Aggregate Balance
Client setting/Aggregate Balance
Client setting/Aggregate Balance
Client setting/Aggregate Balance
Client setting/Aggregate Balance

Client esttinn/Anarenate Ealance

whose value you want
to copy to all other rows
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Applying Management Fees, Fee Methodologies and Fee Allocations How do | set the fee methodology for multiple clients at once?

3. From the Action menu above the spreadsheet view, select Apply to All...Fee
Methodology. The value in that column for the selected row is copied to all other rows.

iy o —— —

File Help Search for In This View
Settings Assignments
= Client Settings Assignme - @ save | i Export~ EiPrint | 8, Data Filker | 5 Settings

E Group Settings Assignme Il Management Fee Satting Fee Methodology

4. Click Save.

5. When the confirmation message appears, click 0K.

If you want to apply the same fee methodology to only a few clients, do the following:

1. Follow the steps from “How do | change the management fee setting for a client?” on
page 24 to update the record whose Fee Methodology value you want to apply to other

clients.

2. Check the box to the left of the row number for all rows to which you want to apply the
new value, including the row you just updated from step 1.

File Help

Settings Assignments

] 1 |

Search for

E Client Settings Assignme
E Group Settings Assignme r
E Account Settings Assignr

In This View

L
Action~ | [ Save ﬁ Export - lélPrint 8 Data Filter | i3 Settings

Client Name  Management Fee Setting

IJE Mormingstar Office P m

Fee Methodology

E Account Settings Assignr Report Setting

r Deselect Al Tax Lot Methods Setting ent setting/Aggregate Balance Select this option from the
v 10 REED,ROBER” Transaction Setting ividual Account Setting/Balance ACtlonApply to All menu
i MNelson Klein Management Fee Setting ent setting/Aggregate Balance

L 12 MNancy Klein Fee Methodology Ent setting/ Aggregate Balance

U I i3 Mstar Wealth Benchmark ent setting/Aggregate Balance

| ™ 14 Leo Murphy Target Asset Allocation lznt setting/Aggregate Balance
I 15 Joe Klein Model Portfolio ent setting/Aggregate Balance
™ 18 Jane Klein Default View ent setting/Aggregate Balance
I 17 Brown Family All the Above ent setting/Aggregate Balance
™ 18 964908613 Use User Default Setting Client setting/Aggregate Balance

Vg Smith Family Use User Default Setting Client setting/Aggregate Balance

¥ 10 REED,ROBERT  Use User Default Setting Individual Account Setting/Balance

W 11 Nelson Klein Use User Default Setting Client setting/Aggregate Balance

W 12 Nancy Klein Use User Default Setting Client setting/Aggregate Balance

[0 13 Mstar Wealth Ma Use User Default Setting Client setting/Aggregate Balance

W 14 Leo Murphy Use User Default Setting Client setting/Aggregate Balance

v 15 Joe Klein Use User Default Setting Client setting/Aggregate Balance

v 18 Jane Klein Use User Default Setting Client setting/Aggregate Balance

W 17 Brown Family Use User Default Setting Client setting/Aggregate Balance

™ 18 964908613 Use User Default Setting Client setting/Aggregate Balance

™ 19 964904266 Use User Default Setting Client setting/Aggregate Balance Check the box
™ 20 964026962 Use User Default Setting Client setting/Aggregate Balance next to the name of

al = A B
b Total: 340 B

4

] D E F G H

| 1

I ] K L M N (o]

the items you want,
then click Selected

Selected: 8

3. At the bottom of the window, click the Selected icon. Only the items whose box you
checked will remain on the screen.
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How do | set the fee methodology for multiple clients at once? Applying Management Fees, Fee Methodologies and Fee

4. Uncheck the box for all rows, except the row whose value you want to copy to all other
clients still showing.

&~ The fastest way to do this is to check the Select All box in the column header above the row
numbers, then uncheck it to clear all rows, then check the box for just the row you want to use
as the baseline for all others.

\fa MormngstarOlﬁceF “
© File Help Search for | In This View
Settings Assignments Clie Settings As ents
E Client Settings Assignme Ac:tiun'| ESave | @ Export -~ lélPrint | @Data Filter | & Settings
H Group Settings Assignme u Client Name + Management Fee Setting Fee Methodology
E Account Settings Assignr
r/ Smith Family Use User Default Setting Client setting/Aggregate Balance Check the box next
Wz REED,ROBERT  Use User Default Setting Individual Account Setting/Balance I to the name of the
fl | <} Nelson Klein Use User Default Setting Client setting/Aggregate Balance client whose value
I a Nancy Klein Use User Default Setting Client setting/Aggregate Balance you want to copy
| s Leo Murphy Use User Default Setting Client setting/Aggregate Balance to all other rows
s Joe Klein Use User Default Setting Client setting/Aggregate Balance
rz Jane Klein Use User Default Setting Client setting/Aggregate Balance
s Brown Family Use User Default Setting Client setting/Aggregate Balance
] | i
All = A B c [a] E F G H I ] K L M N o
« i | » Tota:s by Selected: 1

5. From the Action menu above the spreadsheet view, select Apply to All...Fee
Methodology. The value is copied to all other rows for that column.

Expurtv HPrlnt | ﬂData Filter | & Settings
Transaction Setting Management Fee Setting Fee Methodology
Report Setting
Tax Lot Methods Setting zer Default Setting Client setting/Aggregate Balance
W2 REED,ROBER Transaction Setting Fer Default Setting Individual Account Setting/Balance
0= Nelson Klein Management Fee Setting zer Default Setting Client setting/Aggregate Balance
a4 Nancy Klein Fee Methodology | T |
s Leo Murphy Benchmark zer Default Setting Client setting/Aggregate Balance Select this Option
| Joe Klein Target Asset Allocation zer Default Setting Client setting/Aggregate Balance from the Action...
rz Jane Klein Model Portfolio zer Default Setting Client setting/Aggregate Balance Apply to All menu
s Brown Family Default View zer Default Setting Client setting/Aggregate Balance
All the Above
L ! o !
6. Click Save.
7. When the confirmation message appears, click OK.

8. To see all clients again, click Client Settings Assignments (the title bar) above the
spreadsheet view.
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Applying Management Fees, Fee Methodologies and Fee Allocations How do | set individual account fees?

If you use one of the two Individual Account fee methodologies, you will need to apply How do | set
management fee settings at the account level. Do the following: individual account fees?

1. If the Settings Assignments window is not open, from the menu bar at the top of the
Momingstar Office window, select Tools...Settings...Settings Assignments. The
Settings Assignments window opens.

2. (Go to the Account Settings Assignments page.

Scroll right until you locate the Management Fee Setting column.

4. From the drop-down field in each row, select the management fee setting you wish to
apply to each account.

w

,']ﬁ Morningstar Office

File Help Search for In This View * Go

Settings Assignments
e —

H Client Settings Assignme Action ~ E Save ﬁ Export - lélPrint @Data Filter | &5 5 Make a selection from
|| B Group Settings Assignme Account Name  Management Fee Setting Prim this drop-down field on the
& Account Settings Assignr | Account Settings Assignments page

N Vg ROBERT REED I |VENeEy e = =104 Settin

™ 10 43598852 Use Client Default Setting
My Default Flat Fee

e

S 94525486 My Default Performance Fee e

712 08361404 My Default Tiered Fee Sl
My Fee Settings

[T 13 4 Fund Model  |sample Flat Fee e

14 401K Sample Tiered Fee o

™ 15 Sample X-Ray  Use Client Default Setting Usze

5. Click Save.
6. When the confirmation message appears, click OK.
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How do | set client-level fee allocations? Applying Management Fees, Fee Methodologies and Fee

How do | set client-level
fee allocations?

Unless you decide to exclude an account from billing, all accounts for clients will be
assessed management fees. However, you can customize how fees are actually
withdrawn from your clients” accounts. When you generate a file to send fees to your
custodian, the fee allocation you have decided on determines the amount deducted
from each account.

&~ Note: Deciding to allocate fees among a client’s accounts is optional; you do not need to
employ this technique.

For example, assume a client owns the following accounts:

» [RA
» Brokerage 1, and
» Brokerage 2.

You charge fees for all accounts, but you do not want fees to actually be deducted from
the IRA account (when these transactions are imported from your custodian). Instead,
you can allocate the fees for the IRA account to be withdrawn equally from the two
brokerage accounts. Likewise, you could stipulate an allocation such as:

» IRA = 5% allocation
» Brokerage 1 = 80% allocation, and
» Brokerage 2 = 15% allocation.

&~ Note: The instructions below show you how to set up a fee allocation structure at the client
level. When allocating at the client level, you can disburse fees only among the accounts
owned by a client. If you need to allocate fees from one client’s account to another client’s
account(s), you can do this by applying the step 2 below from the Group Settings Assignments
page. Note that the accounts in question must already belong to a group.

To allocate portions of the total amount due from a client across accounts, do the
following:

1. If the Settings Assignments window is not open, from the menu bar at the top of the
Morningstar Office window, select Tools...Settings...Settings Assignments. The
Settings Assignments window opens.

2. Go to the Client Settings Assignments page, and scroll right until you see the Fee
Allocation Account(s) column.

3. Click the magnifying glass icon in that column. The Billing Accounts dialog box opens.

,'Jﬁ Morningstar Office

Settings Assignments

File Help Search for

E Client Settings Assignments
E Group Settings Assignments
E Account Settings Assignments

In This View - Go
Action~ | @ save | i Export~ §SPrint | 8, Data Filter | & Setti
] Client Name ~ Fee Allocation Account(s] —
_ _ _ Scroll right until
M3 Smith Family | you see this column
[ 10  REED,ROBERT @,
11 Nelson Klein @,
12 Nancy Klein @,
[0 13 Mstar Wealth Management . .
g Click the
SRR L 2 magnifying glass icon
[T 15 Joe Klein @, g 99
[T 16 Jane Klein @
17 Brown Family @,
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Applying Management Fees, Fee Methodologies and Fee Allocations

How do | set client-level fee allocations?

4. On the Billing Accounts dialog box, click Add. The Find Account(s) dialog box opens.

|fd Momingstar Office — e P ey —— g ——

| e S

Billing Accounts

Set up billing accounts and % of fees to be allocated to these accounts here.

Billing Accounts

[~ Account Name Account Number

% Fee Allocation

Click here to add the accounts
to which fees for all of a client's
accounts will be allocated

Add

Remove

Help

Save + Close Cancel

5. On the Find Accounts dialog box, click Go.

6. The list of all accounts belonging to the client will appear. Click on the accounts
from which you plan to withdraw fees, then click Add. They will appear under

Selected Records.

!|fd Find Account(s) Z
Within Current Client -
Find By @ Begins with () Contains

| Go
Available records
Total recards: 3

Jump to record name:

Leo Murphy:401K
Leo Murphy:Brokerage
Leo Murphy:IRA

Add \ Add All

Selected Records

Click Go to see all
of a client's accounts

Total records: 2

Leo Murphy:Brokerage ES
Leo Murphy:IRA

¥

<

Remove Remove All

oK Cancel

7. When the list is complete, click OK.

Select the accounts you
want to allocate fees from,
then click Add
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How do | set client-level fee allocations?

Applying Management Fees, Fee Methodologies and Fee

8. On the next screen, type the percentage of the total amount due that is to be charged
to each account into the % Fee Allocation field.
1[@ Morningstar Office s i e

N R Bed
Billing Accounts

:Eé

Set up billing accounts and % of fees to be allocated to these accounts here.

Billing Accounts
[~ Account Name

Account Number
Brokerage

% Fee Allocatio
IRA

50.00|L=
50.00

Enter the percent value
to be allocated to

the accounts here
Add Remove

Help

Save + Close Cancel

9. When you're finished, click Save + Close.

10. From the toolbar at the top of the screen, click Save.
11. When the confirmation message appears, click 0K.
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Applying Management Fees, Fee Methodologies and Fee Allocations How do | set account-level fee allocations?

In addition to determining fee allocations for a client, you can also create one-to-one
relationships between accounts. That is, you can set it so all of the fees for account A
are always charged to account B.

= Note: For account-level fee allocation, the designated account always pays 100% of the fees
for an account; no other percentage allocation can be set.

This process involves two steps:

1. First, you must update the client record to allow for this setting.
2. Next, you must allocate the fees from one client account to another.

For example, you might have a client with two brokerage accounts. One belongs to the
parents, the other to their child. You can set it so the fees for the child’s account are
always deducted from the parent’s account.

To set account-level fee allocations, do the following:

& Note: The instructions below show you how to allocate fees between two accounts for one
client. In this case, you can allocate fees only from one account owned by a client to another
account owned by the same client. If you need to allocate fees from one client’s account to
another client’s account(s), you can do this by applying the step 2 below from the Group
Settings Assignments page. Note that the accounts in question must already belong to a

group.

1. If the Settings Assignments window is not open, from the menu bar at the top of the
Morningstar Office window, select Tools...Settings...Settings Assignments. The
Settings Assignments window opens.

2. (o to the Client Settings Assignments page, and scroll right until you see the Use
Account Level Fee Allocation Flag column.

3. From the drop-down field, select Yes.

How do | set
account-level
fee allocations?

Scroll right until
you see this column

!f@ Mormingstar Office X | (5
File Help Search for In This View - Go B Send us feedback
Settings Assignments
i Client Settings Assignme © Action- | @ Save | iF Expert~ §3Print | 8 Data Filter | i Settings
H Group Settings Assignme r Client Name . Use Account Level  Fee Allocation Use Account /Defau\t View
i Account Settings Assignr, Model Portfolio for  Account(s) Leval Fa=
Rebalance Allocation Flag
e Smith Family Mo @ Mo Use User Def -
[T 10  REED,ROBERT Mo @ No Use User Def 3
L [T 11 Melson Klein Mo @ No Use User Def -
[T 12 Mancy Klein Mo @ No Use User Def
[T 13 Mstar Wealth Ma No @ No Use User Def
(| [T 14  Leo Murphy Mo Multiple @ No Use User Def
[ 15  losKlein Mo @ No Use User Def
[T 16  Jane Klein Mo @ Mo Use User Def
iz Brown Family Mo @, |lres - —Eref
(| [T 18 964508613 No @ Mo Use User Def
[T 19 964504266 Mo @ No Use User Def
[T 20 964026962 Mo @ No Use User Def
[T 21 964014658 Mo @ No Use User Def
| [T 22 964007236 Mo @ No Use User Def
[T 23 964006572 Mo @ No Use User Def
[T 24 564006084 Mo @ No Use User Def
[T 25 964005665 Mo @ No Use User Def
l [T 26 964003622 Mo @ No Use User Def
[T 27 964003369 Mo @ No Use User Def
[T 28 964003252 Mo @ No Use User Def
(| [T 29 962999960 Mo @ Mo  UseUserDef |~
« n B
Al # A B C D E F G H I ] K LM NO P QR S T UV W X ¥ Z
= n ] * | Total: 240 by Select=d: 0
|

4. Click Save.
5. When the confirmation message appears, click OK.
6. In the left-hand navigation pane, go to the Account Settings Assignments page.

Select Yes from
this drop-down field
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How do | set account-level fee allocations?

Applying Management Fees, Fee Methodologies and Fee

7. Within the Account Settings Assignments page, scroll right until you see the Fee
Allocation Account column.

For the account whose fees you want to assign to a different account, click the
magnifying glass icon in the Fee Allocation Account column. The Find Accounts dialog

box opens.

& Note: To make it easier to track the account you want to update, check the box to the left of
its name, so the row is highlighted.

1§ Momingstar Office v [E=E
File Help Search for In This View * Go i Send us feedback
Settings i ts
[ Client Settings Assignme © Action~ | [ Save  if Export~ ePrint | 38 Data Filter | & Settings
E Group Settings Assignme — Account Hame  Target Asset Model Portfolio Fee Allocation /Indude X ;
5 Account Settings Assignr Allocation Account{s) zanagementFEE Scroll r|gh'[ until
. s
ra 300x973095 Use Client Defau@, Use Client Defau@, @ Yes - you see this column
s 300x971385 Use Client Defau@, Use Client Defau@, @ Yes E
I s 300x971380 Use Client Defau@, Use Client Defau@, @ Yes
rz 3006046102 Use Client Defau@, Use Client Defau@, @ Yes
s 300036577 Use Client Defau@, Use Client Defau@, @ Yes
| e ROBERT REED I Use Client Defau®, Use Client Defau@, @ Yes
[T 10 43598852 Use Client Defau@, Use Client Defau@, @ Yes
011 94525486 Use Client Defau@, Use Client Defau@, @ Yes
(gt 08361404 Use Client Defau@, Use Client Defau@, @ Yes
(| s Brokerage Use Client Defau@, Use Client Defau@, @ No
14 401K Use Client Defau@, Use Client Defau@, @ Yes
15 IRa Use Client Defau®, Use Client Defau®, 2 No Click the magnifying glass
; 16 92720943 Use Client Defaui Use Client Defaui i Yes to Se|ECt an aCCOUﬂt to
lient Defau Use Client Defau @ Yes . .
l 17 47013266 Use Cl )
18 Sample X-Ray  Use Client Defau@, Use Client Defau@, @ No W_h|Ch this account's fees
19 Lucy IRA Conservative Ba@, Use Client Defau@, @ Yes will be allocated
20 Brokerage Moderate @ Use Client Defau@, @ Yes
l [T 21 Transactional  Use Client Defau@ Use Client Defau@, Brokerage @ Tves
[T 22 Sample X-Ray Use Client Defau®, Use Client Defau@, @ Yes
M 23 401(k) Use Client DEFEUQ Use Client DEFEUQ \?& Yes
[ 24 Merged Use Client Defau® Use Client Defau@. @ Yes ©
L « [ 3
Al = A B C D E F G H I J K LMNMNOOPQR RS T UV WX Y Z
[ F—T— » | Total: 347 &y Selected: 0
9. On the Find Accounts dialog box, click Go. The list of the client’s accounts will appear.
10. Click on the account from which the fees should be withdrawn, then click OK.
r .
i Acczuri) T —
Within Current Client -
Find ey @Begirewith  © Contains
Go
Available records Click Go to see all
Total records: 6 accounts for a client
Jump to record name:
Brown Family:401(k)
Brown Family:Brokerage
Brown Family:Lucy IRA
Brown Family:Merged S | H
o elect just one
rown Family:Sample X-Ray )
Brown Family:Transactional account, then click OK
oK Cancel

11. From the toolbar at the top of the screen, click Save.
12. When the confirmation message appears, click 0K.
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Excluding Securities or Accounts from Billing

Overview

Excluding Securities or Accounts from Billing

This section explains how to exclude securities or accounts from billing. For securities,
you can elect to either exclude them from all accounts, or just certain transactional
accounts. Also, note that accounts that have been excluded from billing can still be

shown on the Billing Summary report.

If you do not want an account to be considered when calculating fees, do the following:

1. Go to the Portfolio Management tab.
2. From the Accounts page, double-click the account you want to exclude from billing. The
Account window opens
3. Inthe left-hand navigation pane of the Account window, click Profile/
Settings...Account Settings.
4. Uncheck the Include in Management Fees Calculation box.

Overview

How do | exclude
an account
from billing?

'[@ Merged - Brown Family

oo | S

File Tools Reports Help
Account

E Holdings Summary
E Account Performance
~ &3 Frofile/Settings
B Contributions
B Account Profile
= Account Settings
¥ E8 X-Ray
b B8 Alerts
b B8 Activities
E Task Manager
= Note Manager
= Saved Reports

Search for

Account Settings

In Securities

- Go

Complete the account settings. This will overwrite what you have set on the client level.

Benchmarks

Primary Benchmark
Secondary Benchmarl
Tertiary Benchmark

Management fees

Management Fee Discount(basis point)

Target Asset Allocation
Model Portfalio

Fee Allocation Account

[ nclude in Management Fees Calculation

™ Exclude from Client Aggregate Report

Help

Morningstar US Market TR USD

Use Client Default Setting
None

Use Client Default Setting

Use Client Default Setting

Use Client Default Setting

% Send us feedback

wl[ vew ]
v View

wl[ vew ]
v View

View

~

3

To exclude an account
from billing, be sure
this box is unchecked

Save Settings

b

5. Click Save. The account will now be excluded from the client’s billable balance.
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How do | exclude a security from billing for all accounts?

Excluding Securities or Accounts from Billing

How do | exclude a

security from billing for

all accounts?

To exclude a specific security (such as Cash, or a particular stock) from billing for all of

your accounts, do the following:

1. From the Home tab, go to the Settings page.
2. On the Settings page, click the Preferences option. The Preferences dialog box opens.

M@ Moringstar Office |

File MNew Favorites Tools Reports Help

Home

H Home
I Articles + Commentary
IH Presentations
~ & Support + Training
H Upcoming Classes
E Recorded Classes
E Videos and Exercise
H User Manuals
» B3 Support Items
B Settings
H Activities
» &= Morningstar Services
+ &= Document Library
E Morningstar Publications

& Import © [&] Price Monitor © 7 QuoteSpeed

Search for In Securities - Go -]

Personal Settings

E Assistant Management

EI Email Server Settings

EI Email Password Settings

Portfolio Accounting System Seﬁngs

Reports, Tax Lot Methods, Transactions, Management Fees

El Click once

on this option

E Preferences

F. l Asset Allocation Reporting Sets
4

3. Under the Account Setting section, click the Exclude Securities button. The Exclude
Securities from Management Fee and Performance Calculation dialog box opens.

[ Morningstar Office

Account Setting
Display Currency
Add Logo to Cover Page

Add Logo to Footer

Import Setting

Security Filter Settings

Help.

L1 e
US Dollar [v]
EY
logo.gif Y

I” Show Liquidated Holding

I™ Email Notification of Out of Balance Accounts

{7 Check on 'Include in management fees calculation’
for new Transactional Accounts

[™ Exclude Margin Balance from Management Fee Calculation

Use Absolute values of Short Positions in Management
Fee Calculation

Exclude Securities from Management Fee and/or
Performance Calculation

Click this button to
exclude securities
from management fees

Exclude Securities |

Capital inflow limit for TWR calculation (%)
10

User-Defined Fixed Income Data
®  Use Morningstar default data, when available

"~ Use imported data

Set Exchange Filter || Set Currency Filter |

Save + Close Cancel
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Excluding Securities or Accounts from Billing

How do | exclude a security from billing for all accounts?

4.

10.

On the Exclude Securities from Management Fee and Performance Calculation dialog
box, click Add. The Add Security dialog box opens.
1[@ Merningstar Office =NRCN X
Exclude Security from Fee and C
Add Securities here to be excluded from Management Fee and/or Performance calculation.
[~ Symbol Security Name Exchznge Exclude from Exclude from
Manzgement Fee  Performance
Click Add to find
securities to exclude
Help Add /| Remove Save + Close Cancel
On the Add Security dialog box, select a search universe, or a saved list or search. (It
defaults to the Open End Funds universe.)
In the Find By drop-down field, decide whether you will search by name, ticker or other
criterion.
Enter a name (or ticker, etc.), then click Go to run the search.
In the Available records area, click the security you want, then click Add.
11 Add Security [ Select a universe
Within @ Universes (@ My Lists (© My Searches to search in here
User Defined Cash -
Find By @ Begins with () Contains
[F]1nclude Inactive
Go
Available records Type a name, ticker, etc.
Total records: 12 here, then click Go
Jump te record name:
(CASH (CSH,Fidelity Investments) E
Default Cash ($CASHEQS,CSH,Unknawn) El
FCASH (FCASH,315994103,CSH, Fidelity Investments)
FDIC INSURED DEPOSIT ACCOUNT IDAOL NOT COVERED BY SIPC (MMDA1,FM,” .
FDIC INSURED DEPOSIT ACCOUNT IDA12 NOT COVERED BY SIPC (IDA12,FM,TI ~ Click once to select a
ull 0 E security, then click Add
Add Add All
Selected Records
Total records: 1
(CASH (CSH,Fidelity Investments) E3
| ¥
Remove Remove All
{l Help oK Cancel
Repeat steps 5-9 until the list displayed in the Selected Records area contains all

securities you wish to exclude from management fee calculations.

Click OK on the Add Security dialog box. You are returned to the Exclude Securities from
Management Fee and Performance Calculation dialog box. Your selected securities are
listed here.
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How do | exclude a security from billing for all accounts?

Excluding Securities or Accounts from Billing

11. Check the Exclude from Management fee box next for each security.

&~ If you also want to exclude a security’s performance from portfolio performance calculations,
you can check the Exclude from Performance box.

[ Merningstar Office

o[ | S
Exclude Security from Fee and i

=

Add Securities here to be excluded from Management Fee and/or Performance calculation.

[~ Symbol Security Name Exchange ﬁc:rl‘:d;erfrr‘::‘nt e Zcrlf;ﬁ;:rﬂcr: Be sure to check
— - - = . th_ls pox before
\ clicking Save + Close
Help.

Remove Save + Close

Cancel

12. Click Save + Close.

13. Click Save + Close on the Preferences dialog box.
14. When the confirmation message appears, click 0K.
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Excluding Securities or Accounts from Billing

How do | exclude a security from billing for a single account?

You can exclude securities from transaction accounts only; you cannot exclude
securities from quick accounts with this procedure. To exclude securities from quick
accounts, you will have to use the procedure detailed on page 36. To exclude a security

from billing for a single account, do the following:

How do | exclude
a security from billing
for a single account?

1. Opena client’s account. You can do this either from the Client Management or Portfolio

Management tab.

2. 0On the Holdings Summary page, check the box next to a security to select it.
3. From the Action menu, select Holding Settings. The Select Holding Settings dialog box

opens.

!\[@ Brokerage Account #34525486 - Nancy Klein
File Tools Reports Help Search for In This View * Go
Account Select this option
E Holdings Summary l Action~ I iew Summary ~ New Transaction ~ | & Edit V| from the Action menu
E Transactions rl Holding Settings Mackat Valus
B uso
E Account Performance Record Distributions/Splits
» B Profile/Settings
— X Delete
B Imported Return Series 677,400.28
Fund vs. Fund
» B3 ¥-Ray SN — R arket TR USD
ecurity Reports
b B Alerts r 3,101.76
» 8 Activities r Ehae ' 1,401.54
E Task Manager r Merge Holding 2'151 6
E Note Manager Deselect All ! :
E Saved Reports r = 220750
rz Affiliated Managers Group Inc 10,334.10
s Aflac Inc 4,128.54 Be sure to select
s Agrium Inc 5,447.82 the correct security
™ 10 Ajr Products & Chemicals Inc 5,567.31
W 11 Alberto Culver Co 2,9599.20
™ 12 Allergan, Inc. 2,476.56
™ 13 American Electric Power Co Inc 1,989.04

4. In the Holding Settings window that opens, check the Exclude from Management

Fee Calculation box.

"~ If you also want to exclude the security's performance from portfolio performance
calculations, you can check the Exclude from Performance Calculation box.

||[@ Momingstar Office =.

of X

Select holding settings

Select holding settings

Check this box to exclude
this security just for this account

Tax lot methods FIFO l]
Transactions Import l]
™ Unmanaged Asset
¥ Exclude from Management Fees Calculation
I Exclude from Performance Calculation
I Locked Holding
™ Exclude From Reconciliation
OK Cancel Help

5. Click OK.
6. When the confirmation message appears, click 0K.
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Overview

Generating and Applying Billing Fees

Generating and Applying Billing Fees

Overview

What kind of billing
items can | create in
Morningstar Office?

This section explains how to generate billing fee data for your practice, and how to
apply one-time charges, discounts or adjustments for a bill. Generating fee data is
optional, but it can be useful to see what amounts are being billed during a certain time
period. This also gives you an opportunity to troubleshoot any issues before generating
the Billing Summary report or fee data file(s) for your clients.

One-time charges, discounts and adjustments you create manually help account for
exceptions, special charges and rebates you might need to account for when managing
and billing your accounts.

&~ Note: If a client's existing Billing Summary does not seem correct, you can delete it and re-run
it.

In addition to billing fee data based on the management fees, fee methodology and fee
allocation settings you have created and applied, you can create several billing items
for charges, credits and adjustments in Morningstar Office.

The table below explains these options.

For more
This billing item... | Allows you to enter... information,
see page...

the amount a client has pre-paid. This amount
Payment is subtracted from a client’s bill when you 45
generate fee data.

a description of the service performed, the
number of hours worked and the hourly rate.
This charge is added to a client’s hill when you
generate fee data.

Billable Services 47

a flat service charge with a description. This
Service Charge charge is added to a client’s bill when you 50
generate fee data.

either an additional charge or a credit to a

client’s account, along with a description. The
Adjustment amount entered is either added or subtracted | 52
from a client’s bill when you generate fee
data., depending on the adjustment type.

enter a percent- or amount-based
management fee as of a certain date. You can
also apply a discount to this fee. (Think of this
Management Fees as a way to manually enter a management fee | 54
for a client, rather than using the system
settings.) This amount is added to a client’s

bill when you generate fee data.
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Generating and Applying Billing Fees

When do | need to use the Generate Fee Data icon?

The Generate Fee Data icon allows you to see the amounts you will be billing for clients,
accounts or groups. In addition to seeing this information on the Billing page (from
either the Client Management or Portfolio Management tabs), you can export it to
Excel, or use it for certain management-level reports (see page 78 for more information
on reports evaluating billing in your practice).

When you generate the Billing Summary report or custodian fee file, the fee data is
generated automatically, so you do not need to use the Generate Fee Data icon for
these reasons. However, if you want to analyze fee data for your practice, then you will
need to first generate the fee data.

To generate fee data for your practice, do the following:

When do | need
to use the

Generate Fee Data icon?

1. From the Client Management or Portfolio Management tab, select the Billing page.

2. From the Billing page toolbar, click Generate Fee Data. The Generate Fee Data dialog
box opens.

'@ Mormingstar Office -

. File

Reports  Help

& Import IE] Price Monitor

= Generate Fee Data

New Favorites Tools 7=l QuoteSpeed

Home

Client Management Action * New Billing

» &8 Workflow
E Saved Reports

Search for smi

Ej Billing Summary Custodian Fee Fil

Click this icon

H Clients r Client/Group/Account Name . Account Number  Advisor Name  Item Typ| |
Brosped on the Billing page
H Billing
= — = J1 240181598:240181593 240181598 Chad Lowry Managen]
B Activities .
E Alert: rez Brown Family Chad Lowry Managen|
erts
E Mail Merges s Brown Family Chad Lowry Managen|
E Task Manager a Nancy Klein Chad Lowry Managen|
E Mote Manager s Nelson Klein Chad Lowry Managen

3. From the Generate for drop-down field, select whether to generate fee data for clients,
accounts or groups.

4. Inthe results area, select the name(s) of the clients, accounts or groups for whom you
want to generate fee data.

==

[ Generate Fee Data

Generate Fee Data

Generate for
[ indude Prospect

By Clients -

Jump to record name:

Brown Family
Jane Klein

Joe Klein

Leo Murph
Mstar Wealth Management
Nancy Kiein
Nelson Klein
REED,ROBERT
Smith Family
%0x036577
x00x046102

add | Add Al

AN

Selected

Select whether to
generate data for clients,
accounts or groups here

Brown Famiy

Jane Klein

Joe Klein

Leo Murphy

Mstar Wealth Management
Nancy Klein

Helson Kein
REED,ROBERT

Smith Family

renove |

Remove al

oK | Cancel ‘

Help

After highlighting the names

of the clients, accounts or groups
for whom you want to generate
fee data, click Add to move
them to the Selected area

5. Click OK. A new Generate Fee Data dialog box opens.
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When do | need to use the Generate Fee Data icon? Generating and Applying Billing Fees

6. Make sure the correct Billing Period is selected.

7. If you bill in advance, make a selection from the Fee Type drop-down field. Select
Regular for standard billing. Select New Account if you have an account that is new
within the latest billing period. For more information on billing new accounts in advance,
see page 90.

&~ Note: If you select New Account from the Fee Type field, the Billing Balance Date field
appears. The following table describes the three options here:

Option Description

This option uses the value in the Billing Start Date field

Billing Inception Date from the Account Profile page of the account.

This option uses the balance as of the first day of the next
Beginning of the 1st Full Month month after the Billing Start Date field from the Account
Profile page of the account.

Enter a custom date here as of when the management

Custom Date fee calculation should be run.
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Generating and Applying Billing Fees

When do | need to use the Generate Fee Data icon?

Billing in Arrears

1l Morningstar Office =S
Generate Fee Data
Select billing peried report time here
Billing Pericd Last quarter end(12/31/2012) 2
oK Cancel

i Momningstar Ofice. T
— -

Generate Fee Data

Select billing period report time hers

Make sure the correct
billing period is selected

Billing in Advance

Billing Period Current quarter begin(01/01/2013)  []
Fee Type Regular v
oK Cancel
1@ Mormingstar Office (= = ]

Generate Fee Data

Select billing period report time hers

Fee Type New Account

Billing Balance Date  Billing Inception Date

QK Cancel

Billing Period Current quarter begin(01/01/2013)  []

(]
[x]

Choose whether this
billing data is for regular
accounts, or new accounts

Billing in Advance for New Accounts

For new accounts,
you can select the
Billing Inception Date
you entered on the
account's Profile page

8. Click OK. Depending on the number of clients, accounts or groups you are generating fee
data for, it could take a couple of minutes to finish generating the data.

9. A message could appear, asking if you want to see the warning message. To see
information about missing prices, click OK. Otherwise, click Cancel.
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MORNINGSTAR

43



When do | need to use the Generate Fee Data icon? Generating and Applying Billing Fees

10. The fee data now appears on the Billing page. Scroll right to see the Amount column,
which is what your clients will see on the Billing Summary report. You can also use the
Data Filter icon on the toolbar to help reduce the number of rows showing on the page.

You can export content
on this page to Excel

Action ~ New Billing E& Generate Fee Data Ej Billing Summary Custodian Fee File lélPrint @Data Filter | &5 Settings @ Refr
] Client/Group/Account Name Account Number Advisor Name  Item Type Date ~ Description

M1 Brown Family Chad Lowry Payments 1/3/2013 Pre-payment for Q4 Billing Summ
W2 240181598:240181598 240181598 Chad Lowry Management Fee 12/31/2012 Quarterly management fee for 13
W 3 Brown Family Chad Lowry Management Fee 12/31/2012 Quarterly management fee for 13
W 4 Brown Family Chad Lowry Adjustment 12/31/2012 Deposit/Received 64,601.10 on 1
W s Jane Klein Chad Lowry Management Fee 12/31/2012 Quarterly management fee for 13
V& Joe Klein Chad Lowry Management Fee 12/31/2012 Quarterly management fee for 13
W7 Leo Murphy Chad Lowry Management Fee 12/31/2012 Quarterly management fee for 13
Vv a Nancy Klein Chad Lowry Management Fee 12/31/2012 Quarterly management fee for 13
Vg Nelson Klein Chad Lowry Management Fee 12/31/2012 Quarterly management fee for 13
¥ 10 Smith Family Chad Lowry Management Fee 12/31/2012 Quarterly management fee for 13
11 Nancy Klein Chad Lowry Management Fee 6/30/2012 Quarterly management fee for 6/
12 Nelson Klein Chad Lowry Management Fee 6/30/2012 Quarterly management fee for 6/
[0 13 Brown Family Chad Lowry Management Fee 9/30/2008 Quarterly management fee for 09
™ 14 Brown Family Chad Lowry Management Fee 6/30/2008 Quarterly management fee for 06

Use these columns to tell which
rows were recently generated

= Note: Once you no longer need to see the fee data for a particular period, you can select the
rows on the Billing page and use the Action menu to delete them.
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Generating and Applying Billing Fees How do | apply a one-time payment to a client, account or group?

If a client remits a payment before it is due, you can enter this as a new billing item. How do | apply a

This will be discounted from the Billing Summary generated during the period in which one-time payment

the payment is applied. to a client, account
or group?

To apply a discount for a pre-payment made by a client, account or group to a Billing
Summary (and the custodian fee file), do the following:

1. From the Client Management or Portfolio Management tab, select the Billing page.
2. From the Billings screen toolbar, click New Billing. The Billing dialog box opens.

'@ Mormingstar Office - —
File New Favorites Tools Reports Help & Import 1] Price Munitur; (7 QuoteSpeed Search for smi

Home

Client Management

New Billing |E2 Generate Fee Data Ej Billing Summary Custodian Fee Fil
B Clients m Client/Group/Account Name 4 Account Number Advisor Name  Item Typ| Click thlS |-C0n
— - on the Billing page

H Billing

= —= J1 240181598:240181593 240181598 Chad Lowry Managen]
B Activities .
& Alert Oz Brown Family Chad Lowry  Managen|
erts
E Mail Merges s Brown Family Chad Lowry Managen|
E Task Manager a Nancy Klein Chad Lowry Managen|
E Mote Manager s Nelson Klein Chad Lowry Managen
» &8 Workflow

E Saved Reports

3. From the Billing Type drop-down field, be sure Payment is selected.
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How do | apply a one-time payment to a client, account or group? Generating and Applying Billing Fees

4. Use the following table for instructions on how to fill out the fields in this dialog box.

=

-
|[@ Momingstar Office =NACN X

Enter Billing item details here.

Billing Type* Payment l]
Client Name/&ccount " . .
Name/Group Name Brown]Eamily ﬂ Be sure Payment
is selected in this field
Payment Date 1/3/2013 B~
Payment Method Check l]
Reference Number 1652
Amount 150.00
Description Pre-payment for Q4 Billing =

Summary

*If yvou change Setting type, the information you have entered
may be lost because of the difference in the information being
collected.

Help Save + New Save + Close Cancel

Field Name Instructions

Select the name of the client, account or group to
Client Name/Account Name/Group Name whom this payment credit will be applied. Only one
item can be selected here.

Payment Date The date you received the payment from the client.

Select the means by which the payment was

Payment Method received from the client.

You can enter a reference number here for the
Reference Number transaction, such as a confirmation number for a
credit card payment, or a check number.

The dollar amount of the payment. This amount will
Amount be discounted from the client’s bill during the period
identified in the Payment Date field.

Enter a note that will serve as a reminder as to why

Description this item was created.

5. Click Save + Close. The payment adjustment will be subtracted on any Billing
Summary report or fee data files generated for the period covered.
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Generating and Applying Billing Fees How do | apply a one-time billable service to a client, account or group?

A billable service charge allows you to track the number of hours worked for a client, How do | apply a
and enter an hourly rate charged for this service. You can also apply a discount (by one-time hillable service
either percentage or dollar amount) to these charges. to a client,

. . . . - ?
To apply a one-time billable service for client, account or group to a Billing Summary account or group?

(and the custodian fee file), do the following:

1. From the Client Management or Portfolio Management tab, select the Billing page.
2. From the Billing page toolbar, click New Billing. The Billing dialog box opens.

'@ Mormingstar Office - —
File New Favorites Tools Reports Help & Import 1] Price Munitur; (7 QuoteSpeed Search for smi

Home
Client Management Action v| New Billing | E Generate Fee Data [ Billing Summary Custodian Fee Fil

B Clients m Client/Group/Account Name 4 Account Number Advisor Name  Item Typ| Click this icon
=l : on the Billing page

H Billing

= —= J1 240181598:240181593 240181598 Chad Lowry Managen]
B Activities .
& Alert Oz Brown Family Chad Lowry  Managen|
erts
E Mail Merges s Brown Family Chad Lowry Managen|
E Task Manager a Nancy Klein Chad Lowry Managen|
E Mote Manager s Nelson Klein Chad Lowry Managen
» &8 Workflow

E Saved Reports

3. From the Billing Type drop-down field, be sure Billable Services is selected.
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How do | apply a one-time billable service to a client, account or group?

Generating and Applying Billing Fees

4. Use the following table for instructions on how to fill out the fields in this dialog box.

,ﬂﬁ Morningstar Office l == &J

Enter Billing item details here.

*If yvou change Setting type, the information you have entered
may be lost because of the difference in the information being
collected.

Help Save + New Save + Close Cancel

is selected in this field

Billing Type* Billable Services l]

Client Name/Account . r X i
Name/Group Name BrownliSmily RY Be sure Billable Service
Charge Date 1/4/2013 B~

Billable Hours 10.00

Hourly Rate 150.00

Amount 1,350.00

Discount Method By Percent [v]

Discount Rate 10.000000

Description Tax review for 2012 -

Field Name

Client Name/Account Name/Group Name

Instructions

Select the name of the client, account or group to
whom this charge will be applied. Only one item can
be selected here.

Charge Date

The date the charge was incurred. If the charge was
incurred over multiple days and spanned more than
one billing period, you will need to create separate
billing items to ensure the charge appears on the
correct Billing Summary.

Billable Hours

The number of hours worked toward completion of
the service.

Hourly Rate

The amount charged per hour for the service.

Amount

The amount of the charge, as calculated (Billable
Hours X Hourly Rate) by the system. This field
cannot be modified. This amount will be added to
the client’s bill during the period identified in the
Charge Date field.

Discount Method

An optional field, you can use this field to apply
either a dollar amount or percentage discount to the
Amount field.
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Generating and Applying Billing Fees

How do | apply a one-time billable service to a client, account or group?

Field Name

Discount Amount/Discount Rate

Instructions

This field appears based on the selection you make
in the Discount Method field. Enter a number here
for the discount to the billable service.

Description

Enter a note that will serve as a reminder as to why
this item was created.

5. Click Save + Close. The billable service charge will be added to any Billing Summary
report or fee data files generated for the period covered.
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How do | apply a one-time service charge to a client, account or group? Generating and Applying Billing Fees

How do | apply a A service charge is similar to a billable service, except no means exists to track the
one-time service charge number of hours worked, or the rate being charged. You also cannot apply a discount to
to a client, a service charge.

account or group? _ . . .
group &~ Note: Service charges include account maintenance charges such as a minimum balance

charge and/or finance charge, per item charges for request of additional documents, etc.
To apply a service charge to a client, account or group to a Billing Summary (and the
custodian fee file), do the following:

1. From the Client Management or Portfolio Management tab, select the Billing page.
2. From the Billing page toolbar, click New Billing. The Billing dialog box opens.

'@ Mormingstar Office - —
File New Favorites Tools Reports Help & Import 1] Price Munitur; (7 QuoteSpeed Search for smi

New Billing | @ Generate Fee Data Ej Billing Summary Custodian Fee Fil

& Clients r Client/Group/Account Name 4 Account Number Advisor Name  Item Typ| Click this icon

on the Billing page

Home

Client Management

= B'”'_"_g_ 01 240181598:240181598 240181598 Chad Lowry  Managen|
B Activities .
E Alert: rez Brown Family Chad Lowry Managen|
erts
E Mail Merges s Brown Family Chad Lowry Managen|
E Task Manager a Nancy Klein Chad Lowry Managen|
E Mote Manager s Nelson Klein Chad Lowry Managen
» &8 Workflow

E Saved Reports

3. From the Billing Type drop-down field, be sure Service Charge is selected.
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Generating and Applying Billing Fees

How do | apply a one-time service charge to a client, account or group?

4. Use the following table for instructions on how to fill out the fields in this dialog box.

|‘|ﬁ Morningstar Office =NACE X
Enter Billing item details here.
Billing Type* Service Charge l]
Client Name/Account . o q A
Name/Group Name Brown Family @, Be sure Service Charge
is selected in this field
Date 1/8/2013 -
Amount 50.00
Description Initial Reirement Plan -

preparation

*If yvou change Setting type, the information you have entered
may be lost because of the difference in the information being

collected.
Help Save + New Save + Close Cancel
[
[ 2
Field Name Instructions

Select the name of the client, account or group to
whom this service charge will be applied. Only one
item can be selected here.

Client Name/Account Name/Group Name

Date The date the service charge was incurred.

Amount The dollar amount of the service charge.

Enter a note that will serve as a reminder as to why

Description this item was created.

5. Click Save + Close. The service charge will be added to any Billing Summary report or
fee data files generated for the period covered.
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How do | apply a one-time adjustment to a client, account or group? Generating and Applying Billing Fees

How do | apply a Adjustments allow you to apply either a discount or a charge to a client’s past
one-time adjustment management fees. Perhaps a client sent in a check for too much money, or you forgot
to a client, to charge for a certain service you performed. You can use an adjustment to account
account or group? for such scenarios.

To apply an adjustment to the management fees for a client, account or group, do the
following:

1. From the Client Management or Portfolio Management tab, select the Billing page.
2. From the Billing page toolbar, click New Billing. The Billing dialog box opens.

'@ Mormingstar Office - —
File New Favorites Tools Reports Help & Import 1] Price Munitur; (7 QuoteSpeed Search for smi

New Billing | B Generate Fee Data

Home

Client Management

Ej Billing Summary Custodian Fee Fil
H Clients [ Client/Group/Account Name a  Account Number Advisor Name  Item Typ| Click this icon
Brosnec on the Billing page
H Billing

= —= J1 240181598:240181593 240181598 Chad Lowry Managen]
B Activities .
E Alert: rez Brown Family Chad Lowry Managen|
erts
E Mail Merges s Brown Family Chad Lowry Managen|
E Task Manager a Nancy Klein Chad Lowry Managen|
E Mote Manager s Nelson Klein Chad Lowry Managen
» &8 Workflow

E Saved Reports

3. From the Billing Type drop-down field, be sure Adjustment is selected.
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Generating and Applying Billing Fees How do | apply a one-time adjustment to a client, account or group?

4. Use the following table for instructions on how to fill out the fields in this dialog box.

-

|‘|ﬁ Morningstar Office =NACE X

Enter Billing item details here.

Billing Type* Adjustment l]

ﬁ!ﬁTSNGTELZ e Brown Family @ Be sure Adjustment
is selected in this field

Date 1/15/2013 Q‘

Adjustment Type Charge l]

Discount Method l]

Discount Amount 500.00

Adjust Applies To Management Fee on 2008-09-3&

Description Additional charge for retainer

fee

*If yvou change Setting type, the information you have entered
may be lost because of the difference in the information being

collected.
Help Save + New Save + Close Cancel
[
[ 2l
Field Name Instructions

Select the name of the client, account or group to
Client Name/Account Name/Group Name whom this adjustment will be applied. Only one item
can be selected here.

Date The date you are recording the adjustment.

Adjustment Type This field can be set to either Charge or Credit.

If you are creating a charge, this field defaults to By
Amount, and cannot be changed. If you are

Discount Method entering a credit, you can select either None, By
Amount or By Percent from this field.
Discount Amount Enter the value for the discount here.

Click the magnifying glass icon to select the
Adjust Applies To management fee you generated in the past to
which this adjustment will apply.

Enter a note that will serve as a reminder as to why

Description this item was created.

5. Click Save + Close. The adjustment will be added to any Billing Summary report or fee
data files generated for the period covered.
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How do | apply a one-time management fee to a client, account or group?

Generating and Applying Billing Fees

How do | apply a
one-time management
fee to a client,

account or group?

Management fees are normally generated based on the settings you created
elsewhere in Morningstar Office. However, if you have not applied (or have excluded)
management fees for a certain client, account or group, you can use this method to
calculate fees for a Billing Summary.

To apply a one-time management fee to a client, account or group to a Billing Summary
(and the custodian fee file), do the following:

1. From the Client Management or Portfolio Management tab, select the Billing page.
2. From the Billing page toolbar, click New Billing. The Billing dialog box opens.

'@ Mormingstar Office

File New Favorites Tools Reports Help & Import 1] Price Munitur; (7 QuoteSpeed Search for smi

Home
Client Management
E Clients

H Billing

E Activities

E Alerts

E Mail Merges

E Task Manager

E Note Manager
» &8 Workflow

E Saved Reports

/

] 7
. Action~ New Billing = Generate Fee Data Ej Billing Summary Custodian Fee Fil

Click this icon
] Client/Group/Account Name 4 Account Number Advisor Name  Item Typ| on the Bllllng page
J1 240181598:240181593 240181598 Chad Lowry Managen]
0=z Brown Family Chad Lowry Managen
0= Brown Family Chad Lowry Managen
I a Nancy Klein Chad Lowry Managen
Os Nelson Klein Chad Lowry Managen

3. From the Billing Type drop-down field, be sure Management Fees is selected.

54

MORNINGSTAR Version 1.0



Generating and Applying Billing Fees How do | apply a one-time management fee to a client, account or group?

4. Use the following table for instructions on how to fill out the fields in this dialog box.

-
|[@ Momingstar Office - x =RRCIN X

Enter Billing item details here.

Billing Type® Management Fees l]
Client Name/Account . .
Narme/Group Name Brown Family ﬂ Be sure Management Fees

is selected in this field

Date 1/2/2013 Q‘

Billable Balance 150,000.00

Effective Rate 1.250000

Amount 1,781.25

Discount Method By Percent l]

Discount Rate 5.00

Description Management fee for one -
quarter

*If yvou change Setting type, the information you have entered
may be lost because of the difference in the information being

collected.
Help Save + New Save + Close Cancel
[
[ 2
Field Name Instructions

Select the name of the client, account or group to whom this

Client Name/Account Name/Group Name management fee will be applied. Only one item can be selected here.

Enter the as-of date for which the management fee is being

Date calculated.

Enter the value of the client’s portfolio (or the value of the account or

Billable Balance the portfolio for a group) to be billed.

Effective Rate Enter the rate you are charging for managing the billable balance.

The amount of the charge, as calculated (Billable Balance X Effective
Rate) by the system. This field cannot be modified. This amount will

Amount be added to the client’s bill during the period identified in the Date
field.
Discount Method An optional ﬁeld‘, you can use this field tq apply either a dollar amount
or percentage discount to the Amount field.
Discount Amount/Discount Rate Enter a number here for a discount to the management fee.
- Enter a note that will serve as a reminder as to why this item was
Description

created.

5. Click Save + Close. The payment adjustment will be added to any Billing Summary
report or fee data files generated for the period covered.
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How do | apply ongoing discounts for clients or accounts?

Generating and Applying Billing Fees

How do | apply
ongoing discounts for
clients or accounts?

The billing items created via the New Billing icon cover one-time events for a client,
account or group. You can, however, maintain an ongoing discount for a client or an
account. For example, if you charge a 1% annual fee and enter a discount of 25 basis
points for certain clients or accounts, those clients or accounts will be charged just

0.75% annually.

Note the following important points about this feature:

» The client’s fee methodology determines whether you can apply an ongoing
discount at either the client or account level, or both.

» If the fee methodology for a client is set to Client setting/Aggregate Balance, then
the ongoing discount can be set at either the client or account level. It is possible to
enter a discount in both places, so be careful when using this setting.

» If the fee methodology for a client is set to either Individual Account Setting/
Balance or Individual Account Setting/Blended Rate, then the ongoing discount can

be applied only at the account leve

To apply an ongoing management fee discount to a client, do the following:

1. Go to the Client Management tab.
2. Double-click a client’s record to open it. The Client window opens.
3. From the left-hand navigation pane, click the Client Default Settings page.
4. Inthe field labeled Management Fee Discount(basis point), enter the number of
basis points to deduct from the management fee for the account. For example, to offer
a discount of 0.25%, enter the number 25.
1§ Client - Brown Family — EE
File Tools Reports Help Search for n Securities * Go M save
i Send us feedback
licot e ——————
| I Client Default Settings Il — R
v c:?n‘:l:ume Complete the client settings. This will override what you have st on the practice Be sure to qo to
i flans level. ; go
H Alerts this page within
B Activities a client's record
E Client Web Portal Setup
B Task Manager Benchmarks
? MNote Manager PBrimary Benchmark Use User Default Setting v View
1 Repors Secondary Benchmark None v
Tertiary Benchmark None ™
R:p:’tg: Use User Default Setting v View
Tax lot metheds Use User Default Setting v w =
Transactions Use User Default Setting v w I
Fee Methodology Client setting/Aggregate Balance v
Management fees Use User Default Setting v w
Management Fee Discount(basis point)
¥ Use Account Level Fee Allocation N Enter an Ongoing
Fee Allocation Accounts [ discount for a client here
Target Asset Allacation [&][  view
Model Pertfolio (&)
[ Use Account Level Model Portfolio for Rebalance
Settings Save Help _
< m r

5. Click Save. You can now close the Client window.
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Generating and Applying Billing Fees How do | apply ongoing discounts for clients or accounts?

To apply an ongoing management fee discount to a given account, do the following:

Go to the Portfolio Management tab.

Double-click on an account to open it. The Account window opens.

From the left-hand navigation pane, click Profile/Settings...Account Settings.

In the field labeled Management Fee Discount(basis point), enter the number of
basis points to deduct from the management fee for the account. For example, to offer
a discount of 0.25%, enter the number 25.

LN -

!|[d 401(K) - Brown Family —T=T =

File Tools Reports Help © Search for In Securities - Go % Send us feedbac

Account | AccountSettings |
H Holdings Summary Account Settings Be sureto go to

E Account Performance . T
+&8 Profile/Settings Complete the account settings. This will overwrite what you have set on the client level. this page within
an account’s record

B Contributions

= Account Profile
= Account Settings

b & X-Ray Benchmarks
» &5 Alerts Primary Benchmark Morningstar US Market TR USD (v
» &8 Activities =
e em—— Secondary Benchmark Use Client Default Setting ]| view
i Note Manager Tertiary Benchmark Use Client Default Setting [v]|  view
[ Saved Reports .
Management fees Use Client Default Setting [v] w
Management Fee Discount(basis point) 25.00] =1
Target Asset Allocation Use Client Default Setting [w]|  view Enter an ongoing
Model Portalio e Ty [] discount for an account here
Fee Allocation Account Y

¥ nclude in Management Fees Calculation

I™ Exclude from Client Aggregate Report

Help Save Settings

5. Click Save. You can now close the Account window.
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Overview

Creating the Billing Summary Report

Creating the Billing Summary Report

Overview

How do | generate

a Billing Summary for

one client?

The Billing Summary report in Morningstar Office shows (for a particular time period)
what fees a client is being billed for, which accounts those fees have been allocated to,
and what amount is owed.

You can generate a Billing Summary for an individual client, group or account from the
Billing page on the Client Management or Portfolio Management tabs, or generate
multiple billing summaries at once using batch reporting from the Reports tab.

&~ Note: If a client's existing Billing Summary does not seem correct, you can delete it and re-run
it.

To generate a single Billing Summary for a client, group, or account, do the following:

N

Go to either the Client Management or Portfolio Management tab.

2. From the left-hand navigation pane, select the Billing page.

3. On the toolbar, click the Billing Summary icon. The Select a Writable Client/Group/
Account dialog box opens.

4. From the Within drop-down field, select a search universe (Clients, Groups,
Accounts).

5. Click Go to see all results.

&~ Note: To narrow the list of results, type a name in the find field before clicking Go.

6. Click on the client, group or account you wish to bill, then click OK. The Report Options
dialog box opens.

,']ﬁ Select a Writable Client / Group / Account )

Within

Find By

Available records

@ Begins with ) Contains

Total records: 340

Jump to record name:

-

[T 1nclude Prospect

Go

Brown Family
Jane Klein
Joe Klein

Leo Murphy

Nancy Klein
Nelson Klein
REED,ROBERT
Smith Family
036577
woo046102
Wx871380
@71 385

Mstar Wealth Management

Be sure to select the
name of the client, account
or group here before clicking OK

oK Cancel
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How do | generate a Billing Summary for one client?

7. Use the table below for instructions on how to fill out the fields in this dialog box.

,ﬂﬁ Morningstar Office - [ =HEC] é]
Report Options
Select the billing period range. All fee data generated during the period will
e Pay careful attention to
v e
Start Date 10/1/2012 Q‘
End Date 12/31/2012 Q‘
I Overwrite existing management fee data
¥ Include accounts excluded from management fee in Report
[+ Deduct Other Fees From Custodian Accounts
I Mask Account Number
¥ add disclosure to cover page I~ aAdd blank 2nd page
OK Cancel Help

Field Name

Cover Page

Instructions

You can include a cover page with the Billing
Summary. If you have included your logo in
Morningstar Office’s settings (from
Home...Settings...Preferences), this will also
appear on the cover page.

Start Date

Select a Start Date and End Date for the

End Date

information which should appear on the Billing
Summary. This date range will include all fee data
generated during that time period.

Overwrite existing management fee data

If you are re-generating this Billing Summary after
making changes to management fee settings, check
the Overwrite existing management fee data
box to update the Billing Summary.

Include accounts excluded
from management fee in Report

Check the Include accounts excluded from
management fee in Report box to show accounts
on the Billing Summary that are not being billed as
having a management fee of $0. (Otherwise,
unbilled accounts do not appear at all). Note that
this feature will work only if you are billing at the
client level using Client Setting/Aggregate Balance
or if you are billing at the group level using Group
Setting/Aggregate Balance and have selected No
for the Include Management Fee option on the
Account Settings Assignments page (See “How do |
exclude an account from billing?” on page 33.)
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How do | generate a Billing Summary for one client? Creating the Billing Summary Report

Field Name Instructions

If you have generated additional fees (using the
New Billing icon) and you intend to deduct those
fees from the custodian account, check the Deduct
Other Fees From Custodian Accounts box. The
fees will be allocated across the client's account
according to the allocation settings that you have
applied for the client. The total amount due from the
client will appear as $0.00.

Deduct Other Fees
From Custodian Accounts

&~ Note: If you are billing an individual
account, this feature will not work.

Check this box to hide the client’s account numbers

Mask Account Number on the Billing Summary.

This field refers not to the Billing Disclosure you may
have created and associated to a Management Fee
Setting, but rather to the standard Disclosure

Add disclosure to cover page message you may have created for all reports. The
former is included automatically, but the latter will
show only if you include the cover page and check
this box.

To include a blank second page, check the Add

Add blank Znd page blank 2nd page hox.

8. Click OK to generate the Billing Summary. Once the report generates, you can print it,
save it locally (to your hard drive), or save it to Morningstar Office.
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How do | generate the Billing Summary for multiple clients?

To generate multiple billing summaries at once, even for your entire practice, you can
set up a batch report. A batch report requires you to set up a template that includes the
reports that will be included in the batch, and then a schedule for when the reports will

be generated, and for whom.
To create a batch template, do the following:

1. Go to the Reports tab, then select the Batch Templates page.
2.

How do | generate the
Billing Summary for
multiple clients?

On the toolbar, click New Template. The Template Setup window opens.

' Momingstar Office |

File MNew Favorites Tools Reports Help - & Import © J&]Price Monitor © ¥ QuoteSpeed

Home
Client Management

Portfolic Management

r

Date Created . Last Modified Template Name

Investment Planning
O
Oz

Research 5/15/2007

7/19/2012

6/9/2011
7/19/2012

Training
Report Studio Quarterly Reports
Workspace
Reports
~E5 Reports

= sample Client File

= Batch Templates i
= Upcoming Satch Report

Search for smith

Click this icon to create
a new batch report template

Action = iF Export~ éjprmt= New Template | g Refresh

Type

Note the tab and page you
need to be on in order to
create the batch template

[ Usage Reports

In the Template Name field, enter a name for the template.

In the Standard Reports area, double-click Billing Summary to include it in the batch.

&~ Note: You can also double-click the names of other reports you want to include in the batch.To
change the order of the reports, click the name of a report in the right box and use the up and
down arrows to change its position. To remove a report from the batch, click the name of a
report, then click the left arrow. Once a report is included in the box to the right, you can

double click on the report to customize it.

Template Setup
Select the type of statement/report you would like to be in this template. Select the date range for all reports,
or customize by double-clicking the selected report. T
ype a name for the template here
Template Name Quarterly Reports
Standard Reports
1099 Consolidated - Billing Summary
13F Holdings Report =
Account Overview |i|
unt Summary HIH
et Be sure the Billing Summary report
t Reconciliation i I 1
e e is moved to this area, along with any
Cash Ledger i i
other reports you would like to inclue
Client Position Summary by Securit
Client Return Summary b N ~
Report Studio Templates - =
<< Edit
* Reports can be customized.
Report Date Range
Start Date 10/1/2012 = Roll Start Date | Do Net Roll
End Date 12/31/2012 [ Roll End Date  |Do Mot Rall
Reports with "as of" 12/31/2012 - Roll As Of Date |De Not Rell
I™ Use account inception date as start date
I™ Re-set all report dates to follow date range of template
Help Add uploaded file in batch Save Save/Exit Cancel
Version 2.0
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How do | create a batch schedule? Creating the Billing Summary Report

5. Inthe Report Date Range area, select a Start Date and End Date for the report(s).

& Note: In the Reports with “as of” field, enter a date if you've included reports in the
template that run on one particular day (e.g., Portfolio Snapshot, Portfolio X-Ray).

6. If you want the report template to roll with the calendar, select Use Schedule
Frequency from the Roll Start Date, Roll End Date and Roll As Of Date fields. For
example, if reports are run quarterly, the report dates will automatically change (e.g., to
4/1/20yy—H6/30/20yy for reports with start and end dates, and to 6/30/20yy for reports
with an as-of date). If you are running this batch just once and do not need this feature,
select Do Not Roll from these fields. If your Billing Summary uses different dates from
the other reports, you can double-click on the Billing Summary and customize the dates
in the dialog box.

&~ Note: Other ways exist to manipulate the Roll dates as well. For example, if you would like the
report dates to always be Year To Date, you can set the Start Date as 01/01/20YY, and leave
the Roll Start Date field as Do Not Roll. Be sure to change the Roll End Date field to Use
Schedule Frequency.

7. Click Save/Exit.

How do | create a batch Once the batch template is complete, you must set up a batch schedule. The batch
schedule? schedule determines what day the reports should be produced on, how often, and for
which clients.

%~ Note: A distinction exists between the dates you selected for the batch template, and the
date for the schedule. The dates for the template cover the content of the repart. The date for
the schedule covers when the batch is produced. For example, a template might cover data
for an account from 1/1/20yy-3/31/20yy, but the schedule could call for this report to be
produced on 4/5/20yy.

To create a batch schedule, do the following:

1. From the Reports tab, select the Batch Schedules page.
2. On the toolbar, click the New Schedule icon. The Report Generation Schedule
window opens.

'@ Mormingstar Office
File New Favorites Tools Reports Help & Import 1] Price Munitur; 7=l QuoteSpeed

Home

Client Management

Action ~ ﬁExpur‘tv lélPrint kd New Schedule @Refresh

Portfolio Management C Next Run Datea Status Schedule Name Click here to create
a new batch schedule

Investment Planning
O 01 2/15/2013 DC Reports

Report Studio
Workspace
Reports

&5 Reports
E Sample Client File
E Batch Schedules
E Batch Templates
E Upcoming Batch Report
E Usage Reports
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How do | use the Schedule tab on the Report Generation Schedule win-

When using the Report Generation Schedule window, the first tab you encounter is the

Schedule tab. Here, you need to select the following factors:

» which batch template to generate
» the frequency with which the batch should run
» when the batch should run
» whether to use a cover page and table of contents for the reports in the batch
» what title to put on the cover page, and more.

To use the Schedule tab, do the following:

1. Inthe Schedule Name field, enter a name for the schedule.

= Note: Later, you will look for this name on both the Upcoming Batch Report Review page, and

the Reports page on the Reports tab.

2. In the Batch Template Name field, click the magnifying glass icon. The Find Template

window opens.

1@ Morningstar Office

| 5] e S

Schedule Name

Eatch Template Name

Schedule

Frequency

Recurrence Range

Start Date
T End by

" End After

® No end date
Report Options
Cover Page
Table of Contents

Report Title

Create Batch report
folder by

Report Generation Schedule

Select the settings below for this schedule.

Quarterly Reports

How do | use the
Schedule tab on the
Report Generation
Schedule window?

Quarterly Reports Y
Quarterly [v]
1/5/2013 -
[
scaurrences
05 [ Completion Netification Email alert  [v]

Generated Date and Schedule Nam{w|

Save Save/Exit

Cancel

Help

Click this icon to find
a batch template to
marry to the schedule
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How do | use the Schedule tab on the Report Generation Schedule window?

Creating the Billing Summary Report

3. Click Go. The Available Records list is populated.
4. Click the name of the template you want to run and click OK. You are returned to the

Report Generation Schedule window.

'@ Find Template

[

Select Template

Select the template.

Within Template
Find By @ Begins with

Available records
Total records: 3

Jump to record name:

= To see all batch templates
available, click Go

(© Contains

Go

DC Reports

Quarterly Reports
Training

Select the name of a
template, then click OK

Properties

Help.

oK Cancel

5. Click the Frequency drop-down field and select Daily, Weekly, Monthly, Quarterly,
Semi-annually, or Annually. This will determine how often the batch reports

are generated.

In the Start Date field, click the calendar icon and select the date on which you would
like to generate the reports. Your reports will be generated the night of this date and be
ready to print, email, or post to the Client Web Portal the next momning. For quarterly
reports, you should select the fifth business day of the following month. For example, for
Q1 reports, you should select 4/5/20yy. This will allow enough time for all transactions to
close at your custodian, and be imported and reconciled in Office.

1l Morningstar Office o [ B )
Report Generation Schedule
Select the settings below for this schedule.
Schedule Name Quarterly Reports
Batch Template Name Quarterly Reports ﬂ
Be sure to select the
Schedule Frequency from this field
Frequency Quarterly 'l]
Recurrence Range
Start Date 1/5/2013 m
i (-] For performance reports, schedule
End After eceurrences the batch to run five days after the
© Mo end date following month, to ensure all trades
Report Options have cleared and posted to client accounts
Cover Page Yes-Portrait [v] g?;d:\(n:::;r;':age Yes [v]
Table of Contents No [v] Completion Notification  Email alert [v]
Report Title
&Ts::ebsmh report  Generated Date and Schedule Nam{w]
Save Save/Exit| | Cancel Help
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How do | use the Schedule tab on the Report Generation Schedule win-

7.

For end dates, you have three options:

» Click the End by option button and click the calendar icon and select an end date
when these batch reports will stop running,

» Click the End After option button and enter a number of occurrences after which
reports will no longer generate, or

» (Click the No end date option button if you want the reports to continue generating
at the frequency you establish.

8.

9.

10.
11.

12.
13.

14.
15.

To include a cover page, click the Cover Page drop-down field and select either Yes-
Portrait or Yes-Landscape.

To include disclosures, click the Add Cover Page Disclosures drop-down field and
select Yes.

& Note: These are report disclosures, not billing disclosures. In order to include report
disclosures, you must first create the disclosures, assign them to a report setting, and assign
that report setting to your clients. Billing disclosures are included automatically, but appear
only on the Billing Summary.

You can include a Table of Contents by clicking that drop-down field and selecting Yes.

The Completion Notification field defaults to Email alert, which means when the batch
has completed, an email is sent to the email address you use to login to Morningstar
Office. If you do not want to receive this email, select None from this field.

In the Report Title field, enter a name for the entire group of batch reports (optional).
The Create Batch report folder by field allows you to save the reports that are
generated by the batch to a folder (on the Reports tab) with either the name of the batch
schedule, the date the reports were generated, or both the date and name. This
selection will make it easier to identify the reports in this batch.

Click Save.

When the confirmation message appears, click OK.
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How do | use the Targets tab in the Report Generation Schedule window? Creating the Billing Summary Report

How do | use the The Targets tab allows you to decide which clients are included in a batch schedule.
Targets tab in the Report You can also decide whether to aggregate or segregate a client’s accounts (or both
Generation Schedule aggregate and segregate accounts).

window?

After you complete the fields on the Schedule tab, do the following:

1. Click the Targets tab.

2. If you wish to aggregate a client’s accounts together, check the box for
Aggregate Accounts.

3. If you wish to segregate a client’s accounts, check the box for Segregate Accounts.

= Note: You can both aggregate and segregate accounts for batch reports. If neither box is
checked, each report will run at its default level; i.e., the client level or account level.

4. By default, the Specify Target Pool field is set to Entire Practice (All Clients). To select
specific groups, composites, clients or accounts for whom you want to run the batch
reports, click the Specify Target Pool drop-down field and make a selection.

1f@ Mormingstar Office SRR X
Report Generation Schedule
Select the settings below for this schedule.
Schedule Name Quarterly Reports
Batch Template Name Quarterly Reports &Y
[” Aggreaate Accounts
¥ segregate Accounts
Specify Target Pool Select Clients v
Select Clients/Groups @
Spacify Targats Use these fields to determine
[+ Client/Group Hame Accoun t Hame Report Recipient Report Address 1 the Clients aCCOUmS etC fOr WhOm
) , ClC.
— the batch reports should be run
v Jane Klein All accounts =
V| loe Klein All accounts
I¥| Leo Murphy All accounts.
[V Mstar Wealth Management All accounts £
¥| Nancy Klein All accounts.
V| Nelson Klein All accounts
I¥| Brown Family All accounts.
I¥| REED,ROBERT All accounts. -
< . »
save_| [save/exit| | cancel | [ el |

5. If you chose specific clients, accounts, etc. in step 4, in the Select Clients/Groups field,

click the magnifying glass icon to select the clients, accounts, groups or
composites you want.
6. Click Save.

7. When the confirmation message appears, click OK.
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The Billing tab in the Report Generation Schedule window is optional; you do not have How do | use the

to visit this tab unless you want to overwrite existing fee data. You should need to Billing tab in the
overwrite existing fee data only if you have already generated a Billing Summary for the Report Generation
selected clients (even if it was just one of them) in the existing period, and Schedule window?

subsequently made changes to the management fees applied to them.

You should also review the clients included here, and confirm the Management Fee
Setting is correct. If it is not, you cannot change anything from this tab. You will have to
either revisit the Targets tab to change the clients who are included, or return to the
Settings Assignments window (via the Tools menu at the top of the Office window) to
change the Management Fee Setting.

1f@ Mormingstar Office SRRCE X

Report Generation Schedule

Select the settings below for this schedule.

Schedule Name Quarterly Reports

Batch Template Name Quarterly Reports @)

Billing

Regenerate Fee Data(overwrite)

Check this box
MErerET et hze TaTy to overwrite
existing fee data

Client/Group Name

Brown Family Quarterly, Bill in Advance =

Joe Klein Quarterly, Bill in Advance

Smith Family Quarterly, Bill in Advance
Jane Klein Quarterly, Bill in Advance E
Mstar Wealth Management Quarterly, Bill in Advance
Nelson Klein Quarterly, Bill in Advance
REED,ROBERT Quarterly, Bill in Advance
Leo Murphy Quarterly, Bill in Advance

Nancy Klein Quarterly, Bill in Advance -

Save | |Save/Exit| | Cancel Help
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How do | use The Batch Notes tab is also optional, but you can use this to remind you of which

the Batch Notes reports are being run in a batch, who the targets are, and what the frequency is for the
tab in the schedule. The note you enter here is available only in this window; it is not surfaced
Report Generation elsewhere in Morningstar Office.

Schedule window? To make an entry on the Batch Notes tab, do the following:
1. Click Add Rows. A new row appears.
2. Type a Name for the note.
3. Inthe Description field, type a note to remind yourself as to why this batch schedule
was created.
4. Click Save. The Create Date and Last Modified Date fields automatically populate.

How do | set On the Batch Schedules page, the Next Run Date column is the date when the reports
a batch report will run, and automatically be generated.
i i ? . . . .
to run immediately? To instead generate the reports immediately, do the following:
1. Onthe Reports tab, go to the Batch Schedules page.
2. Check the box to the left of the row number of the batch you want to run.
3. From the Action menu, select Run. When your batch is finished processing, you can
retrieve your batch reports from the Reports page on the Reports tab.

After checking the box next to a row,
| action~ | fF Export | E4Print Ed New Scheduls 48 Refresh select this option from the Action menu to
[ Delste Date. | Status schedule Name immediately generate a set of batch reports
Run
11 54342010 W aiting Billing Statements
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Creating Custodian Fee Files

This section explains how custodian fee files work with billing in Morningstar Office. Overview
Custodian fee files are text-delimited, CSV files that can be uploaded to your custodian
to deduct management fees from your clients” accounts.

Creating Billing Summary reports or custodian fee files in Morningstar Office does not
automatically bill your clients, nor does it create management fee transactions. In order
to actually deduct fees from your clients” accounts, you will need to upload the
custodian fee file to your custodian. Once this is complete, the fees will be deducted
from your client records at your custodian. After the fees are deducted by your
custodian(s), the next time you import data into Morningstar Office, these transactions
will then be reflected in your client accounts as management fee transactions.

To generate a custodian fee file, do the following: How do I generate

i ile?
1. Go to either the Client Management or Portfolio Management tab. a custodian fee file?

2. From the left-hand navigation pane, select the Billing page.

3. On the toolbar, click the Custodian Fee File icon. The Select a Writable Client/Group/
Account dialog box opens.

4. From the Within drop-down field, choose whether to look for Clients, Groups or
Accounts to be included the custodian fee file.

5. To see all available options based on your selection from the Within field, click Ge.

6. Use the Add button to move the clients/groups/accounts you want to generate fee data
for to the Selected Records area.

,'Jﬁ Select a Writable Client / Group / Account &J
Within Clients -
Find By @ Begins with ) Contains
[ Include Prospect To see all available records, click Go

Available records
Total records: 340

Jump te record name:

Brown Family -

Jane Klein

Joe Klein

Lea Murphy Click once to select an item,

Mstar Wealth Management then click Add to include it

Nancy Klein s in the custodian fee file
Add Add Al I

e L You can also double-click

Ltalli=car=ole an item to move it to the

REED,ROBERT - A Selected Records area

Smith Family ~

Joe Klein

Jane Klein =

«

Brown Family

Remove Remove All

OK Cancel

7. Click OK. The Report Options dialog box opens.
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Creating Custodian Fee Files

8. Select the Start Date and End Date for the billing period.
9. Click the Fee File Format drop-down field. The following table explains the options
available here:
r,ﬁﬁ Morningstar Office = | = =]
Report Options
Select report options here.
Start Date i0/1/2012 Ev
End Dat 12/31/2012 Ev
e = - - Be sure the dates here match
Fee File Format Based on debiting account's custodian Fc:rmzl] the biIIing period for which
™ Overwrite existing management fee data you intend to generate fees
I Include Client and Account name in generic fee file
¥ Deduct Other Fees From Custodian Accounts
OK Cancel Help
Option Description
Choose this option if you bill using multiple custodians (among Fidelity,
Based on debiting Schwab and TDA) and you would like the program to generate multiple

account’s custodian format

files, one for each of your custodians containing the clients/groups/
accounts billed at that custodian.

Choose this option if Fidelity is your only custodian. The resulting file will

Fidelity match Fidelity’s specifications.

Choose this option if Schwab is your only custodian. The resulting file will
Schwab , o

match Schwab'’s specifications.

Choose this option if TDA is your only custodian. The resulting file will
TDA , P

match TDA's specifications.
LPL Choose this option if LPL is your only custodian. The resulting file will

match LPLs specification.

Generic Format™

This option generates a .csv file containing the account number and the
total amount to be charged.

Generate Fee Instructions

This is not a custodian fee file, but rather a file for your own reference. This
option generates a .csv file with the following columns:

» Account Name

» Account Number
» Total Fee Charged
» Firm Fee, and

» Advisor Fee.

This file allows you to see the breakdown between firm fees and advisor
fees, if you made that distinction in your management fees.

%~ *Note: If you also ch

eck the Include Client and Account name in generic

fee file box, columns containing the client name and account name will also be
included. This format is easy to manipulate into a fee file that can be uploaded to

any custodian.
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Creating Custodian Fee Files

How do | upload a custodian fee file to my custodian?

10.

11.

12.

13.

Check the Overwrite existing management fee data box to create a new set of
billing data.

Check the Deduct Other Fees From Custodian Accounts box if you want to apply
any discounts or adjustments you have specified.

Click OK. The Save As dialog box opens.

= Note: If the cash balance for an account is less than the fee amount, a warning message will
appear. This is for your information only and will not prevent the accounts from being included
in the fee file.

The default save location on a (Windows™ 7 or later computer) when this window
opens is: C:\Program Files (x86)\Morningstan\Office\WW\WRoot\Temp\Billing.

You can specify a different name and location for this file, but be sure to take note of
the location, as you will need it for sending the file to your custodian.

F K
M@ Save As @
- il — S —
Savein: ) m vl (€] T m
T MName ‘ Date modified Type
bl Mo items match your search.
Recent Places
Desktop
= You can both select a new location, and
e enter a name of your choosing for the file
Libraries
A
Computer
@
k 4 [ | +
MNetwork
Fi name: SWEB1252013_1 csv - [ sae |
Save as type: [CSV {Comma Delimited) {*.csv) v] [ Cancel ]

14. Click Save.
15. Click OK when the confirmation message appears.

&~ Note: For some custodians, the fee file format will call for more than one file to be saved. In
these cases, step 13-15 will be repeated.

For help uploading the generated custodian fee file and deducting the fees from your

How do | upload a

clients” accounts, please contact your custodian’s support department.

custodian fee file
to my custodian?

Version 2.0

MCORNINGSTAR



Billing for a Group

Overview

Billing for a Group

Overview This section explains how to generate fees and create a Billing Summary for a group.
While this process is largely the same as that for creating fees and a Billing Summary
for a client or account, a couple of settings require particular attention.

How do | assign Groups can be billed using the same three fee methodologies available for clients:

2:::3:;?:'::?:{1 d » Group setting/Aggregate Balance

managem !:'Itf » Individual Account Setting Balance, and

'\agement fee » Individual Account Setting/Blended.
settings for
a group? = Note: Before hilling at the group level, check that billing at the client or account level does not

meet your needs. For example, billing for a household can be done at the client level if all
members of the household are part of the same client record.

If you are using a tiered performance fee, the amount charged to each group is
determined by aggregating the values for all accounts in the group.

1. From the menu bar at the top of the Office window, select Tools...Settings...
Settings Assignments.

2. In the left-hand navigation, click Group Settings Assignments.

3. Scroll right to the Fee Methodology column, and select a fee methodelogy for
each group.

&~ Note: To review how fee methodologies work, please see Selecting Fee Methodologies on
page 10.

!|f@ Momingstar Office ==

File Help : Search for In This View - Go % Send us feedback

Settings Assignments

E Client Settings Assignme Action~ | @ Save | if Export~ 45 Print | 8, Data Filter | 5 Settings
E Group Settings Assignme — Group Name « Management Fee Fee Methodology Primary Benc
E Account Settings Assignr, Setting

1 BrownFamily Group My Fee Settings #] use user Det .
Select an option as to
Individual As t Setting/Bal 1
Individual Account Setting/Blended Rate how the group will be
billed from here

< [—— v
Al = A B C D EF G H I J KLMNOZPQRSTUVWV WX Y Z

« i * || Total: 1 &y Selected: 0

4. If the Fee Methodology is Group setting/Aggregate Balance, (meaning the balances of
each underlying account in the group are aggregated), use the Management Fee
Setting column on this page to select the appropriate management fee for each group.
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Billing for a Group How do | assign a fee allocation to a group?

5. If the Fee Methodology is one of the two individual account settings, go to the Account
Settings Assignments page (in the left-hand navigation pane).

6. Find the accounts for the group that are billed at the individual account or blended
account level.

7. Scroll right to the Management Fee Setting column.

Click inside the field to select the management fee that this account will use.

9. Once you have assigned your fees for all of your groups, click Save.

@

Unless you decide to exclude a group-related account from billing, all accounts for How do | assign a fee
groups will be assessed management fees. However, you can customize how fees are allocation to a group?

actually withdrawn from a group’s accounts. When you generate a file to send fees to
your custodian, the fee allocation you have decided on determines the amount
deducted from each account.

For example, assume a group includes the following five accounts:

» Brokerage 1
» Brokerage 2
» Brokerage 3
» Brokerage 4, and
» Brokerage 5.

The fees for the group can be set so that Brokerage accounts 1-4 pay all of the fees for
the group. The Brokerage 5 account will have fees calculated for it, but fees will not be
deducted from it.

When fee allocation is done at the group level, you can allocate fees from either the
group’s own account(s), or any other account in your practice.

To allocate portions of the total amount due from a group across accounts by
percentage, do the following:

1. If the Settings Assignments window is not open, from the menu bar at the top of the
Morningstar Office window, select Tools...Settings...Settings Assignments. The
Settings Assignments window opens.

2. Go to the Group Settings Assignments page, and scroll right until you see the Fee
Allocation Account(s) column.

3. Click the magnifying glass icon in that column. The Billing Accounts dialog box opens.

,'jﬁ Morningstar Office

File Help Search for In This View * Go

Settings Assignments Scroll rlght until
you see this column

E Client Settings Assignme Action~ | g4 Save @Expor‘tv |§|Print {2l Data Filter | &5 Settings

E Group Settings Assignme [~ Group Name 4« Use Account Level  Fee Allocation
E Account Settings Assignr Model Portfolio for  Account(s)
Rebalance
[O1 Brown Family Group No  —

Click the
magnifying glass icon
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How do | assign a fee allocation to a group? Billing for a Group

4. On the Billing Accounts dialog box, click Add. The Find Account(s) dialog box opens.

1 Morningstar Office — P e g—— g —— | O | O ]

Billing Accounts

Billing Accounts
[~ Account Name

Set up billing accounts and % of fees to be allocated to these accounts here.

Account Number % Fee Allocation

Click here to add the accounts
from which fees will be allocated

Add Remove

Help

Save + Close Cancel )

5. On the Find Accounts dialog box, the Within field defaults to Current Group, which means
you can search for accounts within the group you are working with to allocate fees. To
see accounts for the current group, click Go.

&~ Note: To allocate fees for this group to an account outside the group, change the Within drop-
down field to Accounts before clicking Go.

-
!|ff Find Account(s)

[ Note the options available

Within Current Group

Find By
Accounts

Available records
Total records: No record

([ Jump to record name:

o from the Within drop-down field

Go

Click Go to see all
of a group’s accounts

Selected Records

Total records: No records selected

Add Add All

Select the account(s) you want to

allocate fees from, then click Add

K < ¥ »

Remove Remove All

oK Cancel

6. The list of all accounts belonging to the group will appear. Click on the accounts

from which you plan to withdraw fees and then click Add. They will appear under
Selected Records.

7. When the list is complete, click OK.

74

MOHMNBSMH Version 1.0



Billing for a Group

How do | assign a fee allocation to a group?

8. On the next screen, type the percentage of the total amount due that is to be charged

to each account into the % Fee Allocation field.

I[d Mormingstar Office

i P— e e — [E=EE

Billing Accounts

Set up billing ac

Billing Accounts

counts and % of fees to be allocated to these accounts here.

[~ Account Name Account Number

[C Brokerage

% Fee Allocation

50.00|L=
50.00

| ra
Add Remove
Help Save + Close Cancel

%

9. When you're finished, click Save + Close.

Enter the percent value
to be allocated to
the accounts here
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How do | allocate one account in a group to pay all of the fees for another account in the group? Billing for a Group

How do | allocate one In addition to determining fee allocations for a group, you can also create one-to-one
account in a group to relationships between accounts. That is, you can set it so all of the fees for account A
pay all of the fees for are always charged to account B.

another account

. &~ Note: For account-level fee allocation, the designated account always pays 100% of the fees
in the group?

for an account; no other percentage allocation can be set.

This process involves two steps:

1. First, you must update the group record to allow for this setting.
2. Next, you must allocate the fees from one group account to another.

To set account-level fee allocations, do the following:

1. If the Settings Assignments window is not open, from the menu bar at the top of the
Morningstar Office window, select Tools...Settings...Settings Assignments. The
Settings Assignments window opens.

2. Go to the Group Settings Assignments page, and scroll right until you see the Use
Account Level Fee Allocation Flag column.

3. From the drop-down field, select Yes.

e e el - Scroll right until
File Help & Search for In This View -+ Go B4 Send us feedback you see this column
Setlings Assignments
i Client Settings Assignme © Action~ | [ Save | iF Expert~ §34Print | {8 Data Filter | i Settings /
[E Group Settings Assignme r Group Name 4 Use Account Level  Fee Allocation Use Account
I Account Settings Assignr Modal Portfolio for  Account(s) Leval Fae
Rebalance Allocation Flag
[nE} Srown Family Group No @ ves i
Il
Select Yes from
this drop-down field
« [ i ] »
Al + A B C D E F G H I 1 KL MNOU®PQRST UV WX ¥ Z
< i ] * | Total: 1 by Selectad: 0
4. Click Save.

5. When the confirmation message appears, click OK.
6. In the left-hand navigation pane, go to the Account Settings Assignments page.
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Billing for a Group How do | allocate one account in a group to pay all of the fees for another

7. Within the Account Settings Assignments page, scroll right until you see the Fee
Allocation Account column.

8. For the account whose fees you want to assign to a different account, click the
magnifying glass icon in the Fee Allocation Account column. The Find Accounts dialog
box opens.

& Note: To make it easier to track the account you want to update, check the box to the left of
its name, so the row is highlighted.

1@ Morningstar Office v [E=E
File Help Search for In This View - Go i Send us feedback
Settings Assi ts
[ Client Settings Assignme © Action~ | [ Save  if Export~ ePrint | 38 Data Filter | & Settings
[ Group Settings Assignme [~ Account Name  Target Asset Model Portfolio Fee Allocation /Indude ) )
[ Account Settings Assignr wlzzzees FEmmrE g:;ag?m?"“?? Scroll right until
a 200973095 Use Client Defau®, Use Client Defau@, @ Yes - you see this column
s 300x971385 Use Client Defau@, Use Client Defau@, @ Yes E
L s 2000971380 Use Client Defau@, Use Client Defaul, @, Yes
Oz 2000046102 Use Client Defau@, Use Client Defaul, @, Yes
s 2000036577 Use Client Defau@, Use Client Defaul, @, Yes
[ s ROBERT REED I Use Client Defau@, Use Client Defau@ @, Yes
[ 10 43598852 Use Client Defau@, Use Client Defaul, @, Yes
[ 11 94525486 Use Client Defau@, Use Client Defaul, @, Yes
[ 12 08361404 Use Client Defau@, Use Client Defaul, @, Yes
Il [ 13 Brokerage Use Client Defau@, Use Client Defaul, @ No
14 401K Use Client Defau@, Use Client Defaul, @, Yes
15  IRa Use Client Defau@, Use Client Defau@, @ No Click the magnifying glass
[ 16 92720943 Use Client Defau@, Use Client Defaul, @, Yes to select an account to
[ 17 47013266 Use Client Defau@, Use Client Defaul, @, Yes : : ]
| [ 18  Sample X-Ray Use Client Defau@, Use Client Defau@, @ No W_h|Ch this account's fees
19 LucyIRA Conservative Ba@, Use Client Defaul, @ Yes will be allocated
[ 20  Brokerage Moderate @, use Client Defau@, @ Yes
I [ 21 Transactional  Use Client Defau® Use Client Defau@, Brokerage @ “Yes
[ 22 sSample X-Ray Use Client Defau@, Use Client Defau@, @, Yes
23 401(k) Use Client Defau@, Use Client Defaul, @, Yes
[ M 24  Merged = Client Defaull. Use c\ialnt Dr:arfau\?ll\ @ Yes - -
Al = A B C D EF G H I J KLMNOO®PGQRISTUVWV WX Y Z
L) —T— b Total: 347 §/ Selected: 0
L

9. On the Find Accounts dialog box, click Go. The list of the client’s accounts will appear.
10. Click on the account from which the fees should be withdrawn, then click OK.

rm Find Account(s) > 1

Within Current Client -

Click Go to see all

Find 8y @ Bagins with ) Contains of a group’s accounts

Go

Available records
Total records: 6

Jump to record name:

Brown Family:401(k)
Brown Family:Brokerage

Brown Family:Lucy IRA

Brown Family:Merged Select jUSt one
Brown Family:Sample X-Ray

Brown Family:Transactional account, then click OK

oK Cancel

11. From the toolbar at the top of the screen, click Save.
12. When the confirmation message appears, click 0K.
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Global Billing Reports for Your Practice

Overview

What Global
Billing Reports
are available?

This section describes several management-level reports you can generate related to
billing in your practice. These reports will help you monitor how much is being billed at

your practice, and what types of fees are being generated.

The table below describes the reports available from the Reports menu (at the top of
the Morningstar Office window). They can be used to double-check your current
settings, and to confirm fee calculations before sending your fee files to your custodian.

Some reports appear as PDFs, others as Excel spreadsheets.

= Note: Before generating most of these reports, you must first generate fee data for the clients,
accounts or groups you are analyzing, since the data for these reports is taken from what
appears on the Billing page on either the Client Management or Portfolio Management tabs.

See page 41 for more information on how to generate fee data.

Report Name

Global Billing Summary
(PDF)

How do | generate
this report from
the Reports menu?

Management Reports »
Global Billing Summary »

What does this report show?

This report lists all fees calculated per
account, within a given date range.

Data on the report come from the Billing
page, it is not calculated at the time the
report is run. It includes additional
charges and rebates you created.

Global Management
Fees Report (PDF)

Management Reports »
Management Fees »

This report lists all fees calculated per
account, within a given date range

Data on the report come from the Billing
page, it is not calculated at the time the
report is run. It does NOT include
additional charges/rebates you created
using the New Billing icon.

Billing Setting and
Validation Report
(Excel)

Billing Management »
Billing Setting
Validation Report »

This report lists current billing settings

for each account, including the following:

» fee methodology

» management fee setting

» allocation account

» billing disclosure, and more.

Billing Information and
Fee Calculation Report
(Excel)

Billing Management »
Billing Information &
Fee Calculation Report »

This report lists all fees calculated per
account within a given date range vs.
available cash for each account.

Data on the report is taken from the
Billing page; it is not calculated at the
time the report is run. It does NOT
include additional charges/rebates you
created using the New Billing icon.
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What Global Billing Reports are available?

Report Name

Management Fee
Position Exclusion Report
(Excel)

How do | generate
this report from
the Reports menu?

Billing Management »
Management Fee
Position Exclusion Report »

What does this report show?

This report lists all positions being
excluded from management fee
calculations as of a certain date.

You do not need to generate fee data
before producing this report.

Insufficient Cash
Accounts Report

Billing Management »
Insufficient Cash

This report lists all accounts where the
calculated fee is greater than the current
cash/money market position for a client.

Fee data is taken from the Billings page;

(Excel) Accounts Report » - .
it is not calculated at the time the report
is run.

. This report lists all accounts with no
ﬁzclsll::‘t: ‘c,avr:::nt Billing Management » management fee setting currently
g Accounts With No applied to them.

Fee Schedule

(Excel) Management Fee Schedule ™ | You do not need to generate fee data
before producing this report.
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Appendix 1: Billing Scenarios

Overview

Scenario 1:

How is the fee
calculated for the Client
setting/Aggregate
Balance methodology?

This appendix provides examples of how management fees are calculated using the
three different fee methodologies available in Morningstar Office:

» Client setting/Aggregate Balance
» Individual Account Setting/Balance, and
» Individual Account Setting/Blended Rate.

For all of the scenarios, we will use an example client with two accounts:

» a Retirement account with $100,000 and
» a Brokerage account with $300,000.

We will also use the following three Management Fee Settings (using a tiered fee):

Management Fee A Management Fee B Management Fee C

0-$100,000 | 1.00% | 0-$100,000 2.00% 0-$100,000 | 1.50%
$100,000 - $250,000 | 0.50% | $100,000 - $250,000 | 1.00% | $100,000 - $250,000 | 0.75%
$250,000-999,999 | 0.25% | $250,000-999,999 | 0.50% | $250,000-999,999 | 0.375%

You can aggregate a client’s accounts and apply one management fee to the total
holdings. Remember, in this scenario, the client has a total of $400,000 across two
accounts.

If you decide to calculate fees at the client level, then it is simply a matter of choosing
which management fee to apply to the aggregate value:

Fee A
Applied to Aggregate

$100,000 x 1% = $1,000

Fee B
Applied to Aggregate

$100,000 x 2% = $2,000

Fee C
Applied to Aggregate

$100,000 x 1.5% = $1,500

$150,000 X 0.5% = $750

$150,000 X 1% = $1,500

$150,000 X 0.75% = $1,125

$150,000 X 0.25% = $375

$150,000 X 0.5% = $750

$150,000 X 0.375% = $562.50

Total Fees = $2,125

Total Fees = $4,250

Total Fees = $3,187.50
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Scenario 2: How is the fee calculated for the Individual Account Setting/

You can apply various management fee settings to the accounts for one client. With the
Individual Account Setting/Balance fee methodology, each account’s fee is calculated
separately, then added together to determine the total amount a client is billed.

An example is shown in the following table:

Fee A Applied to the Fee B Applied to the
Retirement account Brokerage account
$100,000x 1% = | $1,000 $100,000 x 2% = $2,000
$150,000 x 1% = $1,500
$50,000 x 0.50% = $250
ocote— | S0 e | S0

Total Fees = $4,750

As in Scenario 2, each account has its own management fee setting assigned to it: the
Retirement account is assigned Fee A, while the Brokerage account is assigned Fee B;
this is set at the account level. In Scenario 3, though, a blended rate is calculated for
multiple accounts. With a blended rate, the fee for an account is based on that
account’s contribution to the client’s aggregate total.

In other words, the accounts are first blended together in order to calculate an initial
fee, then hilled separately based on their proportion to this value.

The process is as follows:

1. Aggregate the value of the client’s accounts. In this case, it is $400,000.

2. Determine the fees for each account based on the aggregate value and the management
fee setting assigned to each account. (Fee A for the Retirement account, Fee B for the
Brokerage account.)

3. Determine the weighting of each account compared to the aggregate value all accounts.

4. Multiply the value of each weighting by the fees owed from each corresponding account
(from step 2).
5. Sum the newly weighted fee values for the total fees owed by the client.

With this method, the client takes advantage of aggregating, and the advisor is fairly
compensated based on the size of the accounts. An example follows below.

Scenario 2:

How is the fee
calculated for the
Individual Account
Setting/Balance
methodology?

Scenario 3:

How is the fee
calculated for the
Individual Account
Setting/Blended Rate
methodology?

Version 2.0
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Scenario 3: How is the fee calculated for the Individual Account Setting/Blended Rate methodology? Appendix 1: Billing Scenarios

Step 1 from the process above gives the aggregated balance as $400,000.

In Step 2, this value is then entered into both fee tiers (Fee A, as applied to the
Retirement account and Fee B, as applied to the Brokerage account):

Fee A Applied to Aggregate Value | Fee B Applied to Aggregate Value

$100,000 x 1% = $1,000 | $100,000 x 2% = $2,000
$150,000 X 0.5% = $750 | $150,000 X 1% = $1,500
$150,000 X 0.25% = $375 | $150,000 X 0.5% = $750
Total for Fee A = $2,125 | Total for Fee B = $3,750

Instead of simply adding these two fees together, though, we move onto Step 3 from
the process with the following calculation:

Where:

» A = Value of assets in an account
» B = Aggregate Value of accounts
» C = Weight of an account towards the corresponding aggregate client fee

In the case of the Retirement account, this is calculated as:

100000

200000 ~ 0%

Therefore, the Retirement account is responsible for 25% of Fee A.

For the Brokerage account, the weighting for Step 3 is calculated as:

300000
400000

= 0.75

So the Brokerage account is responsible for 75% of Fee B.

Step 4 from the process above is calculated as:

CxD =E
Where:
» C = Weight of an account towards the corresponding aggregate client fee (from
Step 3)

» D = Management fee owed by an account (taken from Step 2)
» £ = Weighted fee for an account

In this case, for the Retirement account, the weighted fee is calculated as:
0.25x 2125 = 531.25

And the weighted fee for the Brokerage account is calculated as:
0.75 x 3750 = 2812.50

Therefore, the sum for Step 5 in the process above is:

531.25 + 2812.50 = 3343.75
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Appendix 2: Prorating for Accounts—Billing in Arrears vs. Advance

This appendix provides an example of how proration for new accounts is calculated in Overview
Morningstar Office, and shows the differences between billing in arrears versus billing
in advance.

Consider the following sample account whose entire value comes from three
transactions:

» A deposit of $100,000 of cash on 2/1/20yy
» A deposit of $100,000 of cash on 2/7/20yy, and
» A withdrawal of $50,000 of cash on 2/14/20yy.

In the scenario below, note the following points about the management fee setting How does proration
being used for this account: work when a quarter is
. . i i ?
» the management fee setting is set to bill quarterly at a 1% annual fee (0.25% per billed in arrears?
quarter)

» the Bill Rate Methodology for the management fee setting is set to Actual/Average
» the Bill In field for the management fee setting is set to Arrears, and
» the management fee setting is set for Proration for Cash Flows, and on All Flows.

[ Merningstar Office

T T T,

Management fee setting

Enter Management fee setting details here.

Setting Name Billing in Arrears

(50 characters maximum)

Eilling Method Tiered Fee v Billing By Total Portfolio Value [v]
|Bn| Rate Methodology Actual/Average v | Single Rate O
|Pavment Period Quarterly v |

Payment In Calendar Period v Next Period Start Menth v

Next Period Start Day ~

i Arrears v
fsin | Take note of the values
Using End Balance v in the highlighted areas
Proration 2

New Account ~

Cash Flow 2 Prorate All flow [+

Tin. Flow for Proration = Amount | Rate %

Adjustments

Rebate Transaction Commissions [

Rebate Transaction "Other” Fee [~

Help Save + Close Close
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How does proration work when a quarter is billed in arrears? Appendix 2: Prorating for Accounts—Billing in Arrears vs.

When the Billing Summary is generated for this client, the system will first calculate the
fee due based on the ending value amount ($150,000), then subtract and credit back
all adjustments as related to proration.

Remember our three transactions:

» A deposit of $100,000 of cash on 2/1/20yy
» A deposit of $100,000 of cash on 2/7/20yy, and
» A withdrawal of $50,000 of cash on 2/14/20yy.

In this case, the following day adjustment periods are considered when making these
calculations:

» 1/1-2/1 for the discrepancy between the start of the quarter and the initial deposit
» 1/1-2/7 for the second deposit, and
» 1/1-2/14 for the withdrawal.

The calculation is for each day adjustment period is:

Where:

» A = Number of days elapsed in the quarter prior to transaction
» B = Number of days in the quarter
» C = Day Adjustment Ratio

= Note: In this case, the Bill Rate Methodology is Actual/Average, so the number of days in the
(first) quarter is 91. If the Bill Rate Methodologyy had been Actual/Actual, the number of days
in the quarter would also have been 91 (31429+31), since 2012 was a leap year.

In this case, the day adjustment ratio for the first deposit on 2/1 is:

31 _
o1 -~ 0.340659

The value for the day adjustment ratio for the second deposit is:

37 _
o1 -~ 0.406593

The value for the day adjustment ratio for the withdrawal is:

4 _
91 0.483516
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How does proration work when a quarter is billed in arrears?

Next, the following formula is used:
(CxD)xE =F

Where:

» C = Day Adjustment Ratio

» D = Quarterly Rate (from the management fee setting)
» E = Value of Transaction

» F = Adjustment/Credit

In this case, the credit due for the first deposit is calculated as:

(0.340659 x 0.0025) x 100000 = 85.16

The credit due for the second deposit is calculated as:

(0.406593 x 0.0025) x 100000 = 101.65

The charge for the withdrawal is calculated as:

(0.483516 x 0.0025) x 50000 = 60.44

To calculate the total fees due, sum all of the credits and charges:

—85.16 —101.65 + 60.44= —126.37

Finally, subtract this total from the non-adjusted quarterly fee. ..

150000 x 0.0025 = 375

...to reach the fees due for this quarter.

375-126.37 = 248.63
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Appendix 2: Prorating for Accounts—Billing in Arrears vs.

Billing Details
Management Fees Billable Balance Period Effective Rate (%) Billing Date Amount
Quarterly management fee for 3/31/2012 (Brokerage) 150.000.00 0.250 3/31/2012 375.00

From to  Annual Rate (%) Amount

0.00 150.000.00 1.00 375.00

Management Fee 375.00
Adjustment Adjustment Type Date Adjustment Amount
Deposit/Received 100,000.00 on 2/1/2012 in Brokerage. Day Credit 03/31/2012 85.16
adjustment factor is 31/91
Deposit/Received 100,000.00 on 2/7/2012 in Brokerage. Day Credit 03/31/2012 101.65
adjustment factor is 37/91
Withdrawal/Disposed 50,000.00 on 2/14/2012 in Brokerage. Charge 03/31/2012 goa4|| Note these
Day adjustment factor is 44/91 adjustments
on the
Account Name Account Owner Account Number Market Value Billable Balance Amount Billing Summary
Quarterly management fee for 3/31/2012
Brokerage McCown, Jeff 150,000.00 150,000.00 248.63
Total Amount 248.63
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This section explains how proration works for an account that's billed in advance with How does proration
mid-period deposits and a withdrawal prior to the first full billing quarter. work when a quarter is

. A A . . A billed in advance?
&~ Note: To see how to immediately bill a new account in advance, see “Appendix 3: Immediately

Billing New Clients in Advance” on page 90.

In the scenario below, note the following points about the management fee setting
being used for this account:

» the management fee setting is set to bill quarterly at a 1% annual fee (0.25% per
quarter)

» the Bill Rate Methodology for the management fee setting is set to Actual/Average

» the Bill In field for the management fee setting is set to Advance, and

» the management fee setting is set for Proration for Cash Flows, and on All Flows.

1 Moringsar Offce T R T, e
Management fee setting
Enter Management fee setting details here.
Setting Name silling in Advance 7
(50 characters maximum)
Billing Method Tiered Fee [] siling sy Total Portfolio Value
|Bi\| Rate Methodology Actual/Average | Single Rate m
|Payment Period Quarterly ﬂl
Payment In Calendar Period Next Period Start Month [+]
Next Period Start Day [+]
Advance [ | L4
[eor e ] Take note of the values
Using Beginning Balance [+] in the hlghllghted areas
Proration 2
New Account 2
Cash Flow 2 Frorate All flow

Min. Flow for Proration Amount  © Rate %

Adjustments
Rebate Transaction Commissions [~

Rebate Transaction "Other" Fee

Help Save + Close Close
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How does proration work when a quarter is billed in advance? Appendix 2: Prorating for Accounts—Billing in Arrears vs.

When the Billing Summary is generated for this client at the start of the second quarter,
the system will first calculate the fee due based on the beginning value amount
($150,000), then subtract and credit back all adjustments as related to proration.

Remember our three transactions:

» A deposit of $100,000 of cash on 2/1/20yy
» A deposit of $100,000 of cash on 2/7/20yy, and
» A withdrawal of $50,000 of cash on 2/14/20yy.

In this case, the following day adjustment periods are considered when making these
calculations:

» 4/1-2/1 for the discrepancy between the start of the quarter and the initial deposit
» 4/1-2/7 for the second deposit, and
» 4/1-2/14 for the withdrawal.

The calculation is for each day adjustment period is:

Where:

» A = Number of days passed since the transaction, to the start of the current
quarter

» B = Number of days in the quarter

» C = Day Adjustment Ratio

&~ Note: In this case, the Bill Rate Methodology is Actual/Average, so the number of days in the
(second) quarter is 91. If the Bill Rate Methodology had been Actual/Actual, the number of
days in the quarter would also have been 91 (30+31+30).

In this case, the day adjustment ratio for the first deposit on 2/1 is:

60 _
o1 -~ 0.659340

&~ Note: Remember, 2012 was a leap year and had 29 days, hence the adjustment of 60 days
(29+31).

The value for the day adjustment ratio for the second deposit is:

54 _
o1 0.593406

The value for the day adjustment ratio for the withdrawal is:

47 _
o1~ 0.516483
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Next, the following formula is used:
(CxD)xE =F

Where:

» C = Day Adjustment Ratio

» D = Quarterly Rate (from the management fee setting)
» E = Value of Transaction

» F = Adjustment/Credit

In this case, the charge for the first deposit is calculated as:

(0.659340 x 0.0025) x 100000 = 164.84

The charge for the second deposit is calculated as:

(0.593406 x 0.0025) x 100000 = 148.35

The credit due for the withdrawal is calculated as:

(0.516483 x 0.0025) x 50000 = 64.56

To calculate the total fees due, sum all of the charges and credits:

164.84 + 148.35 + (—64.56)= 248.63

Finally, add this total to the non-adjusted quarterly fee already due in advance...

150000 x 0.0025 = 375

..to reach the fees due for this quarter.

375 + 248.63 = 623.63

Billing Details
Management Fess Billable Balance Period Effective Rate (%) Billing Date Amount
Quarterly management fee for 4/1/2012 (Brokerage) 150,000.00 0.250 4/1/2012 375.00

From to  Annual Rate (%) Amount

0.00 150,000.00 1.00 375.00

Management Fee 375.00

Adjustment Adjustment Type Date Adjustment Amount
Deposit/Received 100,000.00 on 2/1/2012 in Brokerage. Day Charge 04/01/2012 164.84
adjustment factor is 60/91
Deposit/Received 100,000.00 on 2/7/2012 in Brokerage. Day Charge 04/01/2012 148.35
adjustment factor is 54/91
Withdrawal/Disposed 50,000.00 on 2/14/2012 in Brokerage. Credit 04/01/2012 64.56
Day adjustment factor is 47/91
Account Name Account Owner Account Number Market Value Billable Balance Amount
Quarterly management fee for 4/1/2012
Brokerage MecCown, Jeff 150.000.00 150.000.00 623.63
Total Amount 623.63

Note these
adjustments

on the

Billing Summary
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Appendix 3: Immediately Billing New Clients in Advance

Overview

How do | create the
management fee setting
for a new client?

Billing calculations in Morningstar Office are normally run on a monthly or quarterly
schedule. New accounts are not automatically billed as soon as they appear in the
system, but rather at the end (or start) of a billing cycle, depending on whether you bill
in arrears or advance. If you use proration as part of your management fee setting,
these mid-cycle entries are accounted for either at the end of the current billing period
(in the case of billing in arrears), or at the beginning of the next billing cycle (when
billing in advance).

However, if you bill in advance and do not prorate, it is possible to generate a Billing
Summary right away for a new client who just joined your practice.

This section explains the following procedures you need to conduct in order to do this:

» create a management fee setting for new clients

» assign the “new client” management fee setting to the client(s) in question

» change the Billing Start Date for the account(s)

» generate the Billing Summary report, and

» change the management fee setting for the new client(s) to one you will use for
ongoing billing.

For new clients who join your practice in the middle of a billing period and will be billed
in advance, you'll need to create a special management fee setting specifically for
them. See “Creating Management Fee Settings” on page 3 on how to create different
types of management fee settings.

The following guidelines apply to creating a management fee setting for new clients:

» The Bill In field should be Advance, not Arrears
» For a tiered fee, the Using field should be Beginning Balance
» For a tiered fee, the Proration box should be unchecked.
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The management fee setting you've created for new clients can be applied the same as How do | assign the
other management fee settings. Just be sure you apply the correct management fee management fee setting
setting to the right client(s). See “How do | change the management fee setting for a for a new client?
client?” on page 24 for detailed instructions.

On the Client Settings Assignments page, assign one of the “Individual Account” fee
methodologies to your client.

& Note: Since each account for a client can have its own Billing Start Date, new account billing
calculations should be run at the individual account level, and not the client aggregate level.

» If you will be billing multiple accounts at the client aggregate level, select “Individual
Account Setting/Blended rate.”

» If you will be billing each of the client’s accounts separately, select “Individual
Account Setting/Balance.”

W€ Morningstar Office |E\E\E]
File  Help Search for In This View T Go B4 Send us feedback

Settings Assignments

[ Client Settings Assignme - Action~ | @ Save | ) Export (Z3Print | (& Data Filker | 5 Settings

= Group Settings Assignme r Client Marme . Management Fea Mathodalagy Ptirmary Benchrnark  Sacondary
= Account Settings Assignr P S B T :
ake special note of the
g Jane Jones Monthly Arrea  Client setting/Aggregat  Use User Default @ Russell 1000 TR € selection in this field
¥ 10 Jeff McCown Monthly Arrea Ig&ingmggragate aalarvhse User Default@ Russell 1000 TR &
M 11 Klein Family Monthly Arrea  |Client setting/Aggregate Balance ] é
Individual Account Setting/Balance ;
[T 12 Michael Guan  Monthly Arrea epremmle. Russell 1000 TR €
[T 13 Price Family Monthly Arrea TOME, Russell 1000 TR &

[T 14 Smith Family  Monthly Arrea  Client setting/Aggregat  Use User Default@, Russell 1000 TR &
[T 15  Timmerman Farr Monthly Arrea  Client setting/Aggregat  Use User Default@, Russell 1000 TR €
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How do | change the
Billing Start Date?

To properly bill in advance immediately, you need to set the new client’s Billing Start
Date to the date as of when the client should be billed. This date should be no earlier
than the day after the earliest transaction on record for the account. For example, if a
client’s first deposit is on February 1, the Billing Start Date field should be no earlier

than February 2.

= Note: This procedure applies only to transaction accounts; it does not work with

quick accounts.

Do the following:

Go to the Client Management tab.
Select the Clients page.

aoRLON~

Settings...Account Profile.

Double-click on the new client. The Client window opens.
Double-click one of the new accounts.The account window opens.
In the left-hand navigation pane of the account window, click Profile/

6. Onthe Account Profile page, in the Billing Start Date field, type the date as of which
you want to bill the client. Remember, this should be no earlier than the day after the first

transaction on record.

= Note: If you are unsure as to what date the earliest recorded transaction is for an account, go

to the Transactions page to view the transaction record.

Account

H Holdings Summary

H Transactions

E Account Performance
~ &5 Profile/Settings
E Systematic Investm
Rebalance
Contributions
5 Risk Profile
5 Account Profile

!|f@ Sample X-Ray - Brown Family e
File Tools Reports Help Search for n Securities * Go B Send us feedback

Account Profile

Enter general

Account Name

Account Number

account information here.

Sample X-Ray

Be sure to
select this page

H Account Settings
I Imported Return Series

Investment Company

Phone

m

Enter the start date
for billing here

¥ B2 X-Ray
+ B Alerts Investment Strategy None v
» & Activities Account Catenory Individual Taxable >
i Task Manager
[ Note Manager Account Type [Taxable A
IH saved Reports Account Owner Srown, Charlie |&)
Account Open Date B-
Account Funding Date =
Billing Start Date 1/31/2013 jmd
Account Closed Date =
Account Termination Date B-
Account Termination Reason
Performance Start Date B- i
Help Save Settings
« n v

8. Repeat steps 4-7 for any other accounts belonging to this client. You will also have to

repeat this procedure for other new clients.
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Generating fee data for new accounts allows you to both ensure the correct fee is How do | generate fee
being billed, and create the Billing Information and Fee Calculation report (from the data for new clients?
Reports. . .Billing Management menu at the top of the Morningstar Office window). This

report allows you to see the fees that will be billed for the clients you select. If you

notice missing or incorrect data here, you can troubleshoot these items before

spending time generating a Billing Summary report that you would otherwise have to

redo.

To generate fee data for your practice, do the following:

1. From the Client Management or Portfolio Management tab, select the Billing page.
2. From the Billing page toolbar, click Generate Fee Data. The Generate Fee Data dialog

box opens.
'@ Mormingstar Office - —
File New Favorites Tools Reports Help & Import IE] Price Monitor (7 QuoteSpeed Search for smi Click this icon
on the Billing page
Home
Client Management Action = [ New Billing | H Generate Fee Data| & Billing Summary Custodian Fee Fil
E Clients r Client/Group/Account Name a Account Number Advisor Name  Item Typ|
H Prospects
& Bilipa) 01 240181598:240181598 240181598 Chad Lowry  Managen|
E Activities = Note the tab and page
— 0z Brown Family Chad Lowry Managen| .
H Alerts - on which you need to be
& Mail Merges 03 Brown Family Chad Lowry Managen|
B Task Manager ra Nancy Klein Chad Lowry Managen|
=] Os Nelson Klein Chad Lowry Managen
B Note Manager
» &8 Workflow
E Saved Reports

3. From the Generate for drop-down field, select Accounts.
4. Inthe results area, select the name of the client and account for which you want to
generate fee data.

1@ Generate Fee Data [
Select whether to
Generate Fee Data generate data for clients,
accounts or groups here
Generate for By Clients ']
[ indude Prospect
Jump to record name:
Brown Family -
Jane Klein
Joe Klein
Leo Murphy
Mstar Wealth Management
Nancy Klein
Nelson Klein
REED,ROBERT
Smith Family r
*xx036577 e
xxx046 102 e
| add | Add Al |
Selected After highlighting the names
Braun Fariy of the clients, accounts or groups
Joekien for whom you want to generate
Pistar \%'lﬁm Management fee data, click Add to move
N
Nelson K them to the Selected area
REED,ROBERT
Smith Family
Remove | Removeal |
oK | Cancel ‘ Help |

5. Click OK. A new Generate Fee Data dialog box opens.

Version 2.0 MOORNINGSTAR 93



How do | generate fee data for new clients?

Appendix 3: Inmediately Billing New Clients in Advance

6. Make sure the correct Billing Period is selected.

From the Fee Type drop-down field. Select New Account.

8. Select an option from the Billing Balance Date drop-down field. The table below
describes the three options here:

~

5

-
,ﬂﬁ Morningstar Office =NACN X
Billing in Advance for New Accounts
Generate Fee Data
Select billing period report time here
Billing Period Current quarter begin{01,/01/2013) l]
Fee Type New Account ll
Billing Balance Date |Billing Inception Date v
For new accounts,
you can select the
= Cancel Billing Inception Date
you entered on the
account's Profile page
b,
Option Description

This option uses the value in the Billing Start Date field

Billing Inception Date from the Account Profile page of the account.

This option uses the balance as of the first day of the next
Beginning of the 1st Full Month month after the Billing Start Date field from the Account
Profile page of the account.

Enter a custom date here as of when the management

tom Dat .
Custo € fee calculation should be run.

9. Click OK. Depending on the number of clients, accounts or groups you are generating fee
data for, it could take a couple of minutes to finish generating the data.

10. A message could appear, asking if you want to see the warning message. To see
information about missing prices, click OK. Otherwise, click Cancel.
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11. The fee data now appears on the Billing page. Scroll right to see the Amount column,
which is what your clients will see on the Billing Summary report. You can also use the

Data Filter icon on the toolbar to help reduce the number of rows showing on the page.

You can export content
on this page to Excel

« Description

Pre-payment for Q4 Billing Summ

Quarterly management fee for 12
Quarterly management fee for 12
Deposit/Received 64,601.10 on 1
Quarterly management fee for 12
Quarterly management fee for 12
Quarterly management fee for 12
Quarterly management fee for 12
Quarterly management fee for 12

Quarterly management fee for 12

Quarterly management fee for 6/
Quarterly management fee for 6/

Quarterly management fee for 09

Action ~ New Billing E& Generate Fee Data Ej Billing Summary Custodian Fee File lélPrint @Data Filter | &5 Settings @ Refr
] Client/Group/Account Name Account Number Advisor Name  Item Type Date

M1 Brown Family Chad Lowry Payments 1/3/2013
Vv 2 240181598:240131598 240181598 Chad Lowry Management Fee 12/31/2012
W 3 Brown Family Chad Lowry Management Fee 12/31/2012
W 4 Brown Family Chad Lowry Adjustment 12/31/2012
W s Jane Klein Chad Lowry Management Fee 12/31/2012
V& Joe Klein Chad Lowry Management Fee 12/31/2012
W7 Leo Murphy Chad Lowry Management Fee 12/31/2012
Vv a Nancy Klein Chad Lowry Management Fee 12/31/2012
Vg Nelson Klein Chad Lowry Management Fee 12/31/2012
¥ 10 Smith Family Chad Lowry Management Fee 12/31/2012
11 Nancy Klein Chad Lowry Management Fee 6/30/2012
12 Nelson Klein Chad Lowry Management Fee 6/30/2012
[0 13 Brown Family Chad Lowry Management Fee 9/30/2008
™ 14 Brown Family Chad Lowry Management Fee 6/30/2008

Quarterly management fee for 06

Use these columns to tell which
rows were recently generated

= Note: Once you no longer need to see the fee data for a particular period, you can select the
rows on the Billing page and use the Action menu to delete them.
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How do | generate a To generate a Billing Summary for a new client you are billing in advance, see “How do
Billing Summary for | generate a Billing Summary for one client?” on page 58.

a new client?

Note the following important points:

» In the Report Options dialog box, the Start Date should be the same Billing Start
Date you entered on the Account Profile page of the account. The End Date should
be the last day of the current quarter or billing period. You could use the start date of
the actual billing period (e.g., 1/1, 4/1, etc., if billing on calendar quarters), but this
could result in fees for other, existing accounts which you have already billed for
appearing on the Billing Summary.

» Do not check the Overwrite existing management fee data box.

|[@ Momingstar Office == B .
This date should equal
Report Options the value you entered in the
ey PN, Billing Start Date field on the
FISCL report optons hers. Account Profile page for the account
Start Date i0/1/2012 Ev
End Date 12/31/2012 Ev
Fee File Format Based on debiting account's custodian formgw
™ Overwrite existing management fee data
I Include Client and Account name in generic fee file Be sure this box
[+ Deduct Other Fees From Custodian Accounts remains unchecked
OK Cancel Help
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Appendix 3: Troubleshooting/Frequently Asked Questions

This section provides helpful tips on troubleshooting billing problems, and addresses
several frequently asked questions.

If the Billing Summary shows the fees as $0 for an account, be sure the account has

been included in the management fees calculation.

Do the following:

1.
2.

Go to the Portfolio Management tab. Be sure you are on the Accounts page.
Right-click the account in question and select Edit Account Settings. The Account

window opens to the Account Settings page.

If the Include in Management Fees Calculation box is not checked, be sure to
check it.

Overview

What do | do if

the Billing Summary
shows the fees for an
account as $0?

'@ Holdings - David Ott

e

File Tools Reports Help
Account

E Holdings Summary

= Transactions

E Account Performance

E Member Accounts

= Profile
~ &3 Frofile/Settings
Systematic Investr
Rebalance
Contributions

Risk Profile
E Account Profile
= Account Settings
E Imported Return Series
» E8 X-Ray
£S5 Alerts
b &5 Activities
E Task Manager
= Note Manager
= Saved Reports

Search for

Account Settings

Complete the account settings. This will overwrite what you have set on the client level.

Benchmarks

Primary Benchmark
Secondary Benchmark
Tertiary Benchmark
Settings

Reports

Tax lot methods

Transactions

Management fees

In Securities

Management Fee Discount(basis point)

Target Asset Allocation
Model Portfalio

Fee Allocation Account

¥ tnclude in Management Fees Calculation

Evelida from Cliant

Help

Arnra

ta

[y—

- Go

Use Client Default Setting
None

None

Use Client Default Setting
Use Client Default Setting

Use Client Default Setting

Advance Billing for New Clients

Use Client Default Setting

Use Client Default Setting

% Send us feedback

[v]|  view
(]
(]

[»]|  view |
[#][  view 1
[»]|  view

[»]|  view
[»]|  view

= U
Y

Be sure this
field is checked

Save Settings

b

4. Click Save. You can now regenerate the fee data or Billing Summary for this account.
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To ensure all transactional accounts are included in the management fees calculation

by default, do the following:

Import Setting

Security Filter Settings

Help

I” Show Liguidated Holding

I Email Notification of Out of Balance Accounts

1. Go to the Home tab.
2. Select the Settings page.
3. Click once on Preferences. The Preferences dialog box opens.
4. Be sure the Check on ‘Include in management fees calculation’ for new
Transactional Accounts field is checked.
11 Moringstar Office . =)
Account Setting
Display Currency US Dollar [v]
Add Logo to Cover Page BN
Add Logo to Footer logo.gif ﬂ

i Check on 'Include in management fees calculation”
for new Transactional Accounts

I™ Exclude Margin Balance from Management Fee Calculation

— Usze Absolute values of Short Positions in Management
Fee Calculation

Exclude Securities from Management Fee and/or
Performance Calculation

Exclude Securities

Capital inflow limit for TWR calculation (%)
10

User-Defined Fixed Income Data
®  Use Morningstar default data, when available

Use imported data

Set Exchange Filter || Set Currency Filter |

Save + Close Cancel |

Be sure this
field is checked

5. Click Save + Close. Each time you create a new transactional account, it will now be
included in the management fees calculation.
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What do | do if the fees on the Billing Summary seem too high?

If the fees on the Billing Summary look too high, consider the following:

» Is the Management Fee Setting you are using set to bill in advance or arrears?

» |s the correct Management Fee Setting being used? If you are billing at the Client
Aggregate level, check the Client Settings Assignments page on the Settings
Assignments window; see page 24. If you are billing at the individual account level,
check the Account Settings Assignments page on the Settings Assignment
window; see page 33.

» Are the fees for another account being allocated to the account(s) for which the
Billing Summary was generated? See page 33.

» s the Proration box checked for the management fee setting? Are you prorating for
All Flows, or just Inflows?

» Have you forgotten to exclude certain accounts or securities from billing? See page
35 for more information.

If the fees on the Billing Summary look too low, consider the following:

» |s the Management Fee Setting you are using set to bill in advance or arrears?

» Did you overwrite existing fee data when generating the Billing Summary report?

» Have certain accounts or securities been excluded from billing? See page 35 for
more information.

» Has an ongoing discount been applied to a client?

» |s the correct Management Fee Setting being used? If you are billing at the Client
Aggregate level, check the Client Settings Assignments page on the Settings
Assignments window; see page 24. If you are billing at the individual account level,
check the Account Settings Assignments page on the Settings Assignment
window; see page 33.

» Are the fees for an account being allocated to another account?

» s the Proration box checked for the management fee setting? Are you prorating for
All Flows, or just Inflows?

See “Appendix 3: Immediately Billing New Clients in Advance” on page 90 for detailed
instructions on how to handle this scenario.

Check the Management Fee Setting window for the management fee setting in
question. Is the correct disclosure selected in the Billing Disclosure drop-down field?

What do I do if the fees
on the Billing Summary
seem too high?

What do | do if the fees
on the Billing Summary
seem too low?

How do | immediately
hill a new client
in advance?

Why doesn’t my billing
disclosure appear on
the Billing Summary?
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