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This disclosure brochure provides clients with information about the qualifications and 
business practices of Nexus338, LLC, a registered investment adviser. It also describes the 
services Nexus338, LLC provides as well as background information on those individuals who 
provide investment advisory services on behalf of Nexus338, LLC. Please contact Nexus338, 
LLC at 571-348-0800 if you have any questions about the contents of this disclosure brochure.  
 
The information in this disclosure brochure has not been approved or verified by the U.S. 
Securities and Exchange Commission or any state securities authority. Registration does not 
imply that Nexus338, LLC or any individual providing investment advisory services on behalf 
of Nexus338, LLC possess a certain level of skill or training. 
 
Information on the disciplinary history and the registration of Nexus338, LLC and its 
associated persons is available on the Internet at www.adviserinfo.sec.gov/IAPD/. You can 
search this site by a unique identifying number, known as a CRD number. The CRD number 
for Nexus338, LLC is 315250. 
 



 

Item 2 – Material Changes 
 
 
This item discusses specific material changes to the Nexus338, LLC disclosure brochure. 
Pursuant to current regulations, Nexus338, LLC will ensure that clients receive a summary 
of any material changes to this and subsequent disclosure brochures within 120 days of the 
close of its fiscal year which occurs at the end of the calendar year. Nexus338, LLC may 
further provide other ongoing disclosure information about material changes as necessary. 
 
Nexus338, LLC will also provide clients with a new disclosure brochure as necessary based 
on changes or new information, at any time, without charge. 
 
Since the most recent annual filing of the Nexus338, LLC disclosure brochure (January 11, 
2023), the following material changes have been made: 
 
Item 4 – Advisory Business 
 
Nexus338, LLC has disclosed that it now provides discretionary and non-discretionary 
investment management services.  
 
Item 12 – Brokerage Practices 
 
Nexus338 has disclosed that it uses Charles Schwab & Co.'s, Schwab Advisor Services for 
discretionary and non-discretionary investment management services.  
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Item 4 - Advisory Business 
 
A.  The Company 
 
Nexus338, LLC (“Nexus338” or the “Firm”), a Virginia limited liability company founded in 
May 2021, has been registered with U.S. Securities and Exchange Commission (“SEC”) since 
September 2021. 
 
The principal owner of Nexus338 is Philip S.L. Chao. 
 
B.  Advisory Services 
 
Services for Qualified Retirement Plans 
 
Nexus338 provides investment services to qualified and non-qualified retirement plans that 
may or may not be subject to the Employee Retirement Income Security Act of 1974 (ERISA). 
This disclosure brochure addresses the retirement plan services that Nexus338 offers as a 
fiduciary under section 3(38) of ERISA in delivering discretionary fiduciary investment 
management services and under section 3(21) of ERISA in delivering fiduciary investment 
advice as a co-fiduciary.  Nexus338 offers investment advisory services to retirement plan 
(the “Plan”) sponsors and/or appointed committees and fiduciaries of account-based defined 
contribution retirement plans (collectively “Plan Sponsors” or “Plan Fiduciaries”). Under a 
qualified retirement plan, all Plan assets belong to the Plan and not to the Participants. 
 
3(38) Core Menu Service 
 
Nexus338 is engaged in writing by the Plan Sponsor or Plan Fiduciaries of an account-based 
defined contribution retirement plan as a discretionary fiduciary investment manager. As 
the manager, Nexus338 has the discretion to select and replace a core investment menu of 
investment options (often referred to as Designated Investment Alternatives or “DIAs”). 
Nexus338 also has the duty to provide ongoing monitoring of such investment options. 
 
The 3(38) Core Menu Service is a turn-key service where Nexus338 serves in a discretionary 
fiduciary investment manager role to offer Plan Sponsors a varied menu of DIAs for their 
Plan participants  (each a “Participant” and collectively, “Participants”) based on the plan’s 
investment policy. The investment menu is designed to allow eligible Participants and 
beneficiaries with differing risk and investment time horizon profiles to construct retirement 
portfolios to meet their goals and objectives along a risk-return continuum.  
 
In selecting the investment menu, Nexus338 undertakes the following key objectives in the 
sole interest of Participants:  
 

• Aligning investment selection and monitoring processes with the criteria set forth in 
the Plan’s investment policy; 

• Providing adequate diversification opportunities within a portfolio in an effort to 
reduce portfolio volatility and against large losses;  

• Offering investment choices that seek varying growth and capital preservation 
objectives; 

• Controlling investment expenses; and 
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• Providing investment building blocks, in the aggregate, that are reasonable for long-
term investment horizon.   

 
The Plan's DIA options may consist of exchange-traded funds (ETFs), Collective Investment 
Trusts (CITs), mutual funds, or other similar diversified investment vehicles that are made 
available on recordkeeping custodial platforms. Nexus338 will also set the Plan’s qualified 
default investment alternative(s) (“QDIA”) for Participants who are automatically enrolled in 
the Plan or who otherwise failed to make an affirmative written investment election. Based 
on the Plan’s Investment Policy Statement (“IPS”) or other guidelines established by the 
Plan, which could be prepared by Nexus338 or otherwise provided by the Plan Sponsor, 
Nexus338 periodically reviews each DIA selected for the Plan and provides ongoing 
monitoring and, if prudent, replaces any DIA with a new option when deemed prudent to do 
so 
 
As a fiduciary to the Plan, the primary responsibilities of Nexus338 are: 
 

• Deliver a new or maintain an existing IPS; 
 

• Create and maintain an investment menu; 
 

• Deliver quarterly plan investment monitoring report; and  
 

• Conducting ongoing investment due diligence to identify new investment option(s) to 
add to the investment menu or to replace another investment option.  

 
Pursuant to the 3(38) Core Menu Service, Nexus338 accepts and acknowledges fiduciary 
status as an “Investment Manager” contemplated in Section 3(38) of ERISA in a written 
agreement with the Plan Sponsor that is subject to ERISA. 
 
Glidepath Assessment and Implementation Service 
 
If not providing the 3(38) Core Menu Service, Nexus338 may serve as a 3(38) discretionary 
investment manager for the “managed account” option in a Plan.  This is where Nexus338 
serves as a discretionary investment manager on the “participant-level” in contrast to on the 
“Plan-level).Nexus338 takes on the responsibility of selecting and monitoring asset allocation 
policy of the manage account option,  which may be a Qualified Default Investment 
Alternative (“QDIA”) as introduced under the Pension Protection Act of 2006. Nexus338 
examines a third party portfolio allocation algorithm used in a Managed Account offering 
which customizes each participant’s portfolio based on a unique set of individual factors for 
each Participant. Nexus338 will also select and apply DIAs as building blocks to express the 
individualized asset allocation algorithm for each participant. 
 
Individual Participant accounts are designed to seek long-term retirement savings objectives 
through the investment of a mix of equity, fixed income and cash or cash equivalent 
exposures personalized to their age, gender, income level, target retirement date and deferral 
rates. Each Participant portfolio changes its asset allocation and associated risk levels over 
time based on the unique factors of the Participant. Individual Participant portfolios are 
structured in accordance with the managed account algorithm which is based on generally 
accepted investment theories and diversified so as to minimize the risk of large losses.   
 
Pursuant to the 3(38) Glidepath Assessment Service, Nexus338 accepts and acknowledges 
fiduciary status as an “Investment Manager” contemplated in Section 3(38) of ERISA in a 
written agreement with the Plan Sponsor. 



 

 

3 

 
 
 
Participant Account Service  
 
Nexus338 will serve as an investment fiduciary on the Participant account level only when 
Nexus338 also provides the Glidepath Assessment Service to the plan. This is a regulatory 
requirement for a managed account to be considered a QDIA.  Consistent with the portfolio 
allocation algorithm made available under the managed account option in a Plan, Nexus338 
will in effect have full discretionary authority to allocate the assets in each Participant’s 
account. When Nexus338 serves as the investment fiduciary on the participant level, 
Nexus338 will not serve as a discretionary investment fiduciary manager on the plan level, 
due to conflict of interest. There are two options for the allocation of Participant assets: 
 
Opt-Out Option 
 
In the case where a Participant has defaulted assets and contributions into a plan’s QDIA 
where the managed account is the qualified option, all Participant assets would be invested 
in the managed account.   
 
Opt-In Option 
 
In the case where a Participant has affirmatively elected to place all or a portion of account 
assets and contributions into a managed account, then Nexus338 would only be responsible 
for using the algorithm to allocate that portion of the account assets and construct a 
personalized portfolio solely based on the managed account algorithm.   
 
Under both opt-out and opt-in options, the discretionary authority includes the authority, 
without first consulting the Participant, to take all investment actions on the Participant’s 
behalf that Nexus338 determines is consistent with the managed account allocation 
algorithm based on the unique factors of the Participant (such factors are derived from the 
Plan’s recordkeeper.)  This discretion includes the authority to buy, sell, select, remove and 
replace investment building blocks, such as mutual fund shares, ETFs, CITs and other 
investments authorized and approved by the Plan Sponsor or Plan Fiduciary for the Plan. 
Nexus338 will not have the authority to withdraw funds or securities from Participant’s 
account other than for payment of quarterly management fees as agreed to in writing by the 
Plan Sponsor and so instructed to the Plan’s recordkeeper to make such distributions.  
 
Pursuant to the 3(38) Participant-Account Service, Nexus338 accepts and acknowledges 
fiduciary status as an “Investment Manager” contemplated in Section 3(38) of ERISA in a 
written agreement with the Plan Sponsor. 
 
iGPS®  
 
iGPS® (Individual Glide Path Solution) represents a proprietary lifetime portfolio 
management solution offered by Nexus338 that is individualized to each participant in a 
Plan. iGPS® is a managed account based in-Plan solution that leverages financial technology 
to deliver portfolio management personalized to each Participant.  This can be accomplished 
without the Participant’s active engagement.  With permission from the Plan Sponsor, 
agreed to factors for each Participant are used to build individualized retirement portfolio 
from accumulation to de-risking and decumulation phase of each Participant’s lifetime 
investment cycle. 
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Under iGPS®, Nexus338 serves as an ERISA 3(38) fiduciary investment manager and 
identifies and selects:  
 

1. Third-party (typically other asset managers) Base Portfolios and the associated 
allocation algorithm that customizes the Base Portfolios to individual Participants; 

2. A set of DIA options  which could include annuities to serve as building blocks for 
individual portfolio construction; and  

3. A financial technology provider to express the allocation algorithm and to digitally 
connect to retirement plan recordkeeper platforms so that Plans may participant in 
the iGPS® offering for their Participants. 

 
iGPS® can serve as a stand-alone solution on either an opt-out or opt-in basis.  iGPS® is 
eligible as a QDIA in an opt-out arrangement where Participants not willing or able to make 
investment decision would be defaulted into the solution.  With access to individual factors 
from the recordkeeper, an individualized portfolio is created for each defaulted Participant. 
 
iGPS® can also serve as a stand-alone opt-in arrangement selected by a Participant and 
possibly provide additional factors that would further customize portfolio construction. 
 
iGPS® can be viewed as an investment offering similar to other DIA on a plan’s core menu. 
The Plan Sponsor or Plan Fiduciary would have to first select iGPS® as a Plan investment 
option under a written agreement.  Thereafter, Nexus338 will serve as the ERISA 3(38) 
fiduciary investment management for the iGPS® solution on the allocation algorithm and 
individual participant level. 
 
Investment Management Services 
 
Nexus338 provides continuous portfolio management services to individual clients based on 
their specific investment objectives. Through in-person meetings in which portfolio and 
investment goals and objectives are determined, a set of specific investment criteria and how 
the portfolio is managed are agreed upon. Client portfolios can be managed on both a 
discretionary or non-discretionary basis. This is determined solely by the client.  Account 
supervision is guided by the client’s stated objectives (i.e., maximum capital appreciation, 
growth, income, growth and income, etc.). This service is not  available to employee 
participants  to a qualified retirement plan where Nexus338 serves as the ERISA fiduciary 
investment advisor or investment manager.  
 
The core of our portfolio construction and management process is based on the tenets of 
Modern Portfolio Theory.  The premise is to construct a portfolio that balances risks and 
expected return based on the client's investment criteria and over the client specified 
investment horizon.  A generic portfolio is first constructed using benchmark indexes as 
proxies for asset and sub-asset classes.  This generic portfolio offers a general framework for 
asset allocation and a guide for implementation.   Open-end mutual funds and exchange-
traded vehicles (ETVs), including exchange-traded funds (ETFs) and exchange-traded notes 
(ETNs), are used as the basic building blocks in portfolio implementation and management. 
Individual equity securities are used upon a client's request and specification. Nexus338 uses 
a core-satellite investment allocation approach where the core component is made up of 
primarily index tracking equity investments and actively managed bond strategies.  The 
satellite component is made up of investments in alternative asset and sub-asset classes, 
sector investments, and alternative investment strategies.  Nexus338 relies on 
diversification as the primary method to control portfolio downside risk.  Additionally, 
Nexus338 may use certain alternative strategies to dampen volatility and to control 
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downside risk.  Finally, Nexus338 also relies on tactical asset allocation to over or under 
weight asset and sub-asset classes in an attempt to lower portfolio volatility or to enhance 
expected return.  Our tactical asset allocation decisions stem from Nexus338’s global macro 
view which represents a top down process in influencing our core and satellite asset 
allocation decisions cyclically. 
 
In selecting and monitoring investment strategies, each mutual fund and ETV is screened 
and selected on the basis of any or all of the following criteria: performance history (both risk 
and return); the industry sector (broad or narrow) in which it invests, replicates or tracks an 
underlying index; the track record and tenure of the portfolio manager; its investment 
objectives; management style and philosophy; and the management fee and operational 
structure.  We also take into consideration correlation among and between each investment 
option as an added screening factor to enhance diversification.  As a part of our investment 
due diligence process, we visit with investment managers or team members to better 
understand and verify their strategies and to monitor them over time. Clients have the 
opportunity to place reasonable restrictions on the types of investments employed. Clients 
retain individual ownership of all securities at all times.  
 
In the case of non-discretionary services, once the client has approved the generic investment 
portfolio, a list of recommended investments, current prospectuses for recommended mutual 
funds, and possibly other relevant information are made available to the client. Upon client's 
final approval, the agreed to investments are either immediately invested or invested over 
time through the process of dollar-cost-averaging, as agreed upon with the client. The client 
grants us the flexibility of exact time and date for making the investments and the exact 
dollar amount invested under the dollar-cost-averaging process.  These minor authorizations 
are not considered or deemed by us as having discretionary authority over the portfolio or 
client accounts. Prior to taking action to rebalance, make tactical allocations, or sell or buy 
any securities in the portfolio, we make specific recommendations to the client and will not 
take any action until and unless approved by the client. 
 
In the case of discretionary services, we make all investment selection, implementation and 
investment timing decisions without first informing or seeking approval from the client. 
 
C.  Client Tailored Services and Client Imposed Restrictions 
 
3(38) Core Menu Service 
 
Nexus338 has the discretion to select the core menu of investment options, including 
Qualified Default Investment Alternatives (QDIA), as Designated Investment Alternatives 
(DIA) for the Plan based on the selection guidance, limitations and terms specified in the 
Plan’s investment policy statement.   
 
Glidepath Assessment Service 
 
Acting as an independent investment expert, Nexus338 reviews the capital market 
assumptions for return and risk and asset correlation for the algorithm created by a third 
party manager which forms the basis in constructing portfolios along a foundational 
glidepath as well as the process by which the glidepath “de-risks” over time.  The asset 
allocation algorithm informs the basic portfolio construction process within a managed 
account offering. A number of factors (e.g., age, gender, income, account size, contribution 
and state of residence, etc.) are made available as additional inputs to tailor portfolio 
construction to individual participants under the Plan.  Nexus338 reviews how the asset 
allocation changes based on changes in one or more inputs (“Reaction Functions”). On a case-
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by-case basis, Nexus338 may use the Plan’s DIA or new DIA, after approval by the Plan 
fiduciary, as building blocks to fully express the portfolios along a personalized glidepath. 
 
Participant Account Service 
 
When a managed account is selected as a QDIA under a Plan where Nexus338 is the 
Glidepath-Level 3(38) Investment Manager, Nexus 338 will automatically serve as the 
Participant-Level 3(38) Investment Manager.  As a QDIA,  the individual glidepath sets the 
asset allocation of each participant’s retirement portfolio and how asset allocation would 
respond to the Reaction Functions.  Portfolio construction and the changing asset allocation 
over time are solely based on the third party manager’s algorithm without the active 
investment decision by participants.  The factors used as inputs are specific to each 
participants. 
 
Investment Management Services 
 
Nexus338 advises, designs, implements and monitors investment portfolios based on specific 
client circumstances and criteria. When designing an investment portfolio, the client's 
liquidity needs, downside risk exposure and tolerance, expected annual return range, 
investment duration, and objectives are taken into consideration along with client specified 
constraints, limitations or preferences.  
 
D.  Wrap Fee Programs 
 
Nexus338 does not offer or participate in wrap fee programs. 
 
E.  Assets Under Management 
 
As of December 31, 2023, the total amount of client assets managed by Nexus338 is 
approximately $47,646,000. Of this total amount, $ 30,356,000 of client assets are managed 
on a discretionary basis and $ 17,289,000 of client assets are managed on a non-discretionary 
basis. 
 
Item 5 - Fees And Compensation 
 
A.  Advisory Fees 
 
3(38) Core Menu Service 
 
The fee for the 3(38) Core Menu Service is a fixed fee paid quarterly in arrears that ranges 
from $20,000 to $200,000.  The fixed fee amount is based on a variety of factors, including 
and not limited to the number of DIAs, the Plan asset size and Plan history, the requirement 
to write or update the IPS, and overall complexity of the client’s situation, reporting 
requirements, etc.   
 
Glidepath Assessment Service and Participant Account Service 
 
This fee is an annualized asset-based fee, paid quarterly in arrears, that ranges from 0.03% 
to 0.05% of the assets maintained under the Glidepath Assessment Service and Participant 
Account Service as of the last day of the quarter. The actual fee agreed upon will be based on, 
but not limited to, the size of the Plan assets, number of Participants, Plan history and Plan 
complexity. In the case of where the Participant has opted-out, “assets” would mean all 
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defaulted assets and in the case of where the Participant has opted-in, “assets” would mean 
only those assets that the Participant elected to have managed.  
 
Hourly Fee  
 
An hourly fee between $500 to $700 would be charged for additional services that were not 
originally contemplated or requested under the fixed or asset-based fee arrangements 
described above.  The hourly fee will be billed monthly in arrears. 
 
Investment Management Services 
 
The annual fee for Investment Management Services is assessed as a percentage of assets 
under management, according to the following schedule:  
 
 

ASSET UNDER MANAGEMENT ANNUAL FEE ASSESSED 
Up to $5 Million The greater of $7,500 or 0.75% 
Next $1 to $10 Million 0.55% 
Next $1 and thereafter 0.40% 

 
A portfolio minimum of $1,000,000 is required. Nexus338 retains the right to modify fees, in 
its sole and absolute discretion, on a client-by-client basis. Factors considered may include, 
but are not limited to, the complexity and nature of the advisory services provided, 
anticipated amount of assets to be placed under management, anticipated future additional 
assets, related accounts, portfolio style, and account composition. The specific fee schedule is 
identified in the advisory agreement entered into with the client.  
 
B.  Payment Method 
 
Services for Qualified Retirement Plans 
 
Depending on the written service agreement entered into with the Plan Sponsor or Plan 
Fiduciary, Nexus338 can be paid directly from the Plan Sponsor’s own assets, from the Plan 
assets, or from the investment building blocks within iGPS®.   
 
Investment Management Services 
 
For investment management (individual or institutional, discretionary or non-discretionary) 
and ongoing investment advisory services, typically fees are debited from the client -
designated account quarterly in arrears in accordance with the client's written authorization 
with the custodian and so specified in the Services Agreement. Otherwise, based solely on 
each client's choosing, we will invoice the client and are paid directly by the client. All asset 
based fees are calculated based on the value (market value or fair market value in the 
absence of market value) of the client's account assets reported by the custodian at the end of 
the previous calendar quarter unless noted otherwise. A copy of the quarterly statement from 
the custodian is attached with each invoice. 
 value or fair market value in the absence of market value) of the client's account assets 
reported by the custodian at the end of the previous calendar quarter unless noted otherwise. 
A copy of the quarterly statement from the custodian is attached with each invoice. 
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C.  Additional Information 
 
Fees Negotiable 
 
The asset-based and fixed fees are negotiable. 
 
Additional Fees 
 
The Plan Sponsor or Plan assets may be subject to the following (and not limited to) fees and 
charges as a function of participating in a qualified retirement plan that may be assessable 
in addition to fees and compensation payable to Nexus338: 
 

1. Investment fees – Collective Investment Trust, mutual fund, separate account, 
variable insurance account, ETF or other packaged investment expenses; 

2. Custodian and directed trustee fee; 
3. Recordkeeping and Third Party Administrator (TPA) fee; 
4. Annual audit and filing fees; 
5. Participant account level fees and expenses (e.g. distribution, loan, QDRO, etc.); 
6. Brokerage window transaction fee; 
7. Legal and non-investment consulting fees; and/or 
8. ERISA bond premium. 

 
Nexus338 works with the Plan’s recordkeeper, custodian and/or directed trustee to effect all 
Plan- or Participant-level transactions.  Nexus338 does not have the authority to select or 
recommend brokerage or custodian services to plan fiduciaries. 
 
Professional Fees 
 
Fees do not include the services of any professionals engaged by a client will be billed directly 
by such professional(s). 
 
D.  Termination and Refunds 
 
A client has the right to terminate their investment advisory relationship with Nexus338 
without penalty within five (5) business days after entering into an agreement with 
Nexus338. In addition, a client has the right to cancel their advisory agreement at any time 
and for any reason upon ninety (90) days’ prior written notice to Nexus338. If an account is 
terminated during a calendar quarter, fees will be adjusted pro rata based upon the number 
of calendar days in the calendar quarter that the investment management agreement was 
effective. Because fees are charged in arrears, the client will not be due a refund. 
 
E.  Additional Compensation 
 
Except as set forth above, when serving as a 3(38) fiduciary investment manager, neither 
Nexus338 nor any of its associated persons accept commissions or compensation from any 
other source (e.g., mutual funds, insurance products or any other investment product) and 
does not charge a mark-up on clients’ securities transactions. Neither Nexus338 nor any of 
its associated persons receive “trailer” or 12b-1 fees from an investment company.   
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F.  IRA Rollover Considerations 
 
As part of our investment advisory services to you, we may recommend that you withdraw 
the assets from your employer's retirement plan and roll the assets over to an individual 
retirement account ("IRA") that we will manage on your behalf. If you elect to roll the assets 
to an IRA that is subject to our management, we will charge you an asset-based fee as set 
forth in the agreement you executed with our firm. This practice presents a conflict of 
interest because persons providing investment advice on our behalf have an incentive to 
recommend a rollover to you for the purpose of generating fee-based compensation rather 
than solely based on your needs. You are under no obligation, contractually or otherwise, to 
complete the rollover. Moreover, if you do complete the rollover, you are under no obligation 
to have the assets in an IRA managed by our firm. 
 
Many employers permit former employees to keep their retirement assets in their company 
plan. Also, current employees can sometimes move assets out of their company plan before 
they retire or change jobs. In determining whether to complete the rollover to an IRA, and to 
the extent the following options are available, you should consider the costs and benefits of 
each. 
 
An employee will typically have four options: 
 

1. Leaving the funds in your employer's (former employer's) plan. 
2. Moving the funds to a new employer's retirement plan. 
3. Cashing out and taking a taxable distribution from the plan. 
4. Rolling the funds into an IRA rollover account. 

 
Each of these options has advantages and disadvantages and before making a change we 
encourage you to speak with your CPA and/or tax attorney. 
 
If you are considering rolling over your retirement funds to an IRA for us to manage here are 
a few points to consider before you do so: 
 

1. Determine whether the investment options in your employer's retirement plan 
address your needs or whether you might want to consider other types of 
investments. 
 

a) Employer retirement plans generally have a more limited investment menu 
than IRAs. 
 

b) Employer retirement plans may have unique investment options not available 
to the public such as employer securities, or previously closed funds. 

 
2. Your current plan may have lower fees than our fees. 

 
a) If you are interested in investing only in mutual funds, you should understand 

the cost structure of the share classes available in your employer's retirement 
plan and how the costs of those share classes compare with those available in 
an IRA. 
 

b) You should understand the various products and services you might take 
advantage of at an IRA provider and the potential costs of those products and 
services. 
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3. Our strategy may have higher risk than the option(s) provided to you in your plan. 
 

4. Your current plan may also offer financial advice. 
 

5. If you keep your assets titled in a 401k or retirement account, you could potentially 
delay your required minimum distribution beyond age 70.5. 
 

6. Your 401k may offer more liability protection than a rollover IRA; each state may 
vary. Generally, federal law protects assets in qualified plans from creditors. Since 
2005, IRA assets have been generally protected from creditors in bankruptcies. 
However, there can be some exceptions to the general rules so you should consult 
with an attorney if you are concerned about protecting your retirement plan assets 
from creditors. 
 

7. You may be able to take out a loan on your 401k, but not from an IRA. 
 

8. IRA assets can be accessed any time; however, distributions are subject to ordinary 
income tax and may also be subject to a 10% early distribution penalty unless they 
qualify for an exception such as disability, higher education expenses or the purchase 
of a home. 
 

9. If you own company stock in your plan, you may be able to liquidate those shares at a 
lower capital gains tax rate. 
 

10. Your plan may allow you to hire us as the manager and keep the assets titled in the 
plan name. 

 
It is important that you understand the differences between these types of accounts and to 
decide whether a rollover is best for you. 
 
Item 6 - Performance-Based Fees and Side-By-Side Management 
 
Nexus338 does not accept performance-based fees or engage in side-by-side management. 
Nexus338’s fees are calculated as described above in Item 5 - Fees and Compensation - and 
are not charged on the basis of a share of the capital gains upon, or capital appreciation of, 
the funds in a client’s account.  
 
Item 7 - Types of Clients 
 
A. Clients 
 
Nexus338 provides investment advisory services to, individuals, Plan Fiduciaries, Plan 
Sponsors or appointed committees and fiduciaries of account based-defined contribution 
retirement plans.  
 
B. Engaging the Services of Nexus338 
 
Services for Qualified Retirement Plans 
 
A written agreement is required between Nexus338 and the Plan sponsor or Plan Fiduciary 
for each of the following services: 3(38) Core Menu Service, Glidepath Assessment Services 
and Participant Account Service and iGPS®.    
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Glidepath Assessment Services and Participant Account Service must be offered together 
and cannot be separated or selected in isolation of each other.  The two services are 
dependent on each other. 
 
The executed agreement for Glidepath Assessment Services and Participant Account Service 
and iGPS® must also be acknowledged by and lodged with the recordkeeper. 
 
It is important to note that the 3(38) Core Menu Service is a standalone service and cannot 
be combined with the remaining services offered by Nexus338.  Allowing Nexus338 to have 
discretion over selecting investment options for the core menu and at the same time have the 
ability to self-select any other service would create a conflict of interest. 
 
Investment Management Services  
 
All clients wishing to engage us for investment management services must first enter into 
the applicable advisory agreement and sign/complete any other document or questionnaire 
required by us. The advisory agreement describes our services and the terms, conditions, and 
responsibilities thereunder. It also outlines our fee, fixed and/or variable, in detail.  
 
In addition, clients may need to complete certain broker-dealer/custodial documentation. 
Upon completion of all required documents, we will be considered engaged by you. You will 
be responsible for ensuring that we are informed in a timely manner of changes in 
circumstances that may affect your investment objectives and risk tolerance. 
 
C. Conditions for Managing Accounts 
 
Nexus338 requires new clients have a minimum account size of $1,000,000 for Investment 
Management Services, although Nexus338 retains the right to reduce or waive this 
minimum account size. Accounts of less than $1,000,000 may be set up when the client and 
Nexus338 anticipate the client will add additional funds to the accounts bringing the total to 
$1,000,000 within a reasonable time.  Other exceptions will apply to employees of Nexus338 
and their relatives or relatives of existing clients. Economic hardship circumstances may also 
be taken into consideration. 
 
Item 8 - Methods of Analysis, Investment Strategies and Risk of Loss 
 
A.  Methods of Analysis and Investment Strategies  
 
Methods of Analysis 
 
Nexus338 provides due diligence services on a third-party strategic asset allocation models 
identified by Nexus338 and the underlying assumptions that form the baseline Base 
Portfolios. Further, Nexus338 examines the portfolio allocation algorithms which customizes 
Base Portfolios when a unique set of individual Participant factors (which may include, but 
not be limited to, date of birth, gender, salary, deferral rates and account value) are 
introduced. 
 
Nesus338 does not design or create asset allocation models for Base Portfolios nor develop or 
create mathematical algorithms to adjust such Base Portfolios in accordance with or 
responding to individual factors. 
 
A set of broad based market indexes (such as the S&P 500, Russell 2000, MSCI EAFE, 
Bloomberg Barclays Capital Aggregate Bond, etc.) representing asset classes are selected as 
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expressions of the investment universe to be used for constructing Base Portfolios.  A set of 
third party mathematical calculations that rest on the Modern Portfolio Theory (MPT) would 
produce a series of Base Portfolios (efficient portfolios) along a continuum of risk and return 
tradeoffs (efficient frontier).     
 
The expected return of each Base Portfolio is calculated as a weighted sum of all expected 
individual asset class returns which are subjectively assigned by a third party (a.k.a. Capital 
Market Assumptions).  Additionally, each Base Portfolio's risk (i.e. the variances of each 
asset included and the correlations between each pair of assets) is also subjectively assigned 
by a third party.   
 
A Monte Carlo simulation is then conducted to offer a range of possible return outcomes and 
helps to minimize uncertainty. The Monte Carlo simulation allows risk assumption variation 
under observable parameters and thus model a range of possible outcomes. Through this 
probabilistic approach, multiple future outcomes can be compared and efficient Base 
Portfolios that have the likelihood of reaching the expected returns at the assigned portfolio 
risk levels would be finalized. 
 
A continuum of Base Portfolios are connected together to form a glidepath that begins at the 
highest expected return and risk level to the lowest expected return and risk level over a 50 
year period.  Thereafter, the third party portfolio algorithm is used to individualize the 
Participant’s account by adjusting a Base Portfolio subject to the personal factors of the 
Participant. 
 
Nexus338 also evaluates and selects the underlying investment options as building blocks to 
each individual portfolios.  This analysis takes into consideration the following factors for 
each investment option: 
 

• Historical return against benchmark index 
• Historical return against peer group universe (e.g. Morningstar Category) 
• Historical risk (standard deviation and beta) against the benchmark index risk 
• Historical risk adjusted measured (e.g. Sharpe ratio, information ratio, alpha, etc.) 
• Investment expense against peer group universe 
• Manager tenure 
• Investment style drift (R2, return based style analysis, etc.) 
• Asset manager stability and process 

 
Nexus338, from time to time, may allocate and invest a portion of a client’s portfolio in 
private market investments in private credit, private equity, private real estate, and private 
infrastructure.  These investments are not listed on the public exchanges and thus lack the 
daily liquidity and daily valuation (mark-to-market) that are offered or made available for 
public investments.  Private investments are valued by independent third parties appointed 
by the private market manager on a periodic, best-effort basis. Historically, private 
investments have offered higher long-term returns (compensating for the lack of daily 
liquidity or immediate transparency).  Also, private investments broaden the investment 
opportunity set and offer diversification benefits when allocated along with public securities 
as they offer opportunities that are not available in public markets.  More recently, more 
companies have elected to raise capital and grow through private markets instead of taking 
their companies public as a way to raise capital.  In the case of private credit, for example, 
much of its capital is taken up by mid to large size (by revenue) corporate borrowers who are 
no longer borrowers of or preferred not to be serviced by commercial banks in the post Global 
Financial Crisis environment. 
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Due to the semi-liquid nature of private market investments, a decision to allocate to private 
markets shall give consideration to a client’s portfolio liquidity needs, investment time 
horizon, and the amount of allocation to private assets vis-à-vis public markets.  Also, it is 
important to communicate, inform, and educate a client prior to making a recommendation 
to allocate any amount of assets in private markets.  Sometimes even if it is prudent and 
rational to be invested in private markets, a client may simply not feel comfortable to take 
such action.  
 
Finally, conducting due diligence on private market managers directly is important.  Because 
one cannot know what the exact next groups of investments a private manager would invest 
in or lend to is, scrutinizing a manager’s investment process from sourcing to investing to 
managing each opportunity is important.  Thus, understanding the manger’s investment 
process for selecting and monitoring their investments is an important selection criteria.  
This process should be ongoing after investing client assets in such private assets. 
 
Investment Strategies 
 
Nexus338 relies on the selected third party’s MPT based methodologies with Monte Carlo 
simulation to develop a group of Base Portfolios that give rise to a lifetime investment 
glidepath.  Nexus further relies on the same third party’s allocation algorithm to 
individualize Participant portfolios.   
 
Nexus338’s role is to understand and, if agree, consent to the third party assumptions and 
methodologies for individual Participant portfolio construction and allocation as am ERISA 
3(38) fiduciary investment manager.   
 
Types of Investments 
 
Nesus338 evaluates and selects individual investment options (ETFs, mutual funds, variable 
insurance or separate managed accounts, private investments, or CITs)  to be used as 
portfolio construction building blocks for each Participant portfolio.  These investment, 
approved by the Plan Sponsor, can be index tracking or factor based quantitative options, or, 
can be actively managed options.  Regardless of investment structure or style, all investment 
options are diversified. 
 
Sources of Information 
 
In conducting its security analysis, Nexus338 may obtain and utilize information and data 
from a wide variety of public sources. Neither Nexus338 nor its adviser representatives will 
independently verify or guarantee such information and data. Neither Nexus338 nor its 
adviser representatives shall be liable for any misstatement or omission contained in the 
information from these sources, or any loss, liability, claim, damage or expense, incurred, 
arising out of, or attributable to such misstatement or omission.  
 
Investing Involves Risk 
 
Investing in securities involves risk of loss that each Participant should be prepared to bear. 
The value of a Participant’s account may be affected by one or more of the following risks, 
any of which could cause a client’s portfolio return, the price of the portfolio’s shares or the 
portfolio’s yield to fluctuate: 
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• Market Risk.  The value of portfolio assets will fluctuate as the stock or bond market 
fluctuates. The value of investments may decline, sometimes rapidly and 
unpredictably, simply because of economic changes or other events that affect large 
portions of the market. 

• Interest Rate Risk.  Changes in interest rates will affect the value of a portfolio’s 
investments in fixed-income securities. When interest rates rise, the value of 
investments in fixed-income securities tend to fall and this decrease in value may not 
be offset by higher income from new investments. Interest rate risk is generally 
greater for fixed-income securities with longer maturities or durations. 

• Credit Risk.  An issuer or guarantor of a fixed-income security, or the counterparty to 
a derivatives or other contract, may be unable or unwilling to make timely payments 
of interest or principal, or to otherwise honor its obligations. The issuer or guarantor 
may default causing a loss of the full principal amount of a security.  The degree of 
risk for a particular security may be reflected in its credit rating. There is the 
possibility that the credit rating of a fixed-income security may be downgraded after 
purchase, which may adversely affect the value of the security. Investments in fixed-
income securities with lower ratings tend to have a higher probability that an issuer 
will default or fail to meet its payment obligations. 

• Allocation Risk. The allocation of investments among different asset classes may 
have a significant effect on portfolio value when one of these asset classes is 
performing more poorly than the others. As investments will be periodically 
reallocated, there will be transaction costs which may be, over time, significant. In 
addition, there is a risk that certain asset allocation decisions may not achieve the 
desired results and, as a result, a client’s portfolio may incur significant losses. 

• Foreign (Non-U.S.) Risk.  A portfolio’s investments in securities of non-U.S. issuers 
may involve more risk than those of U.S. issuers. These securities may fluctuate 
more widely in price and may be less liquid due to adverse market, economic, 
political, regulatory or other factors. 

• Emerging Markets Risk.  Securities of companies in emerging markets may be more 
volatile than those of companies in developed markets. By definition, markets, 
economies and government institutions are generally less developed in emerging 
market countries. Investment in securities of companies in emerging markets may 
entail special risks relating to the potential for social instability and the risks of 
expropriation, nationalization or confiscation. Investors may also face the imposition 
of restrictions on foreign investment or the repatriation of capital and a lack of 
hedging instruments.  

• Currency Risk. Fluctuations in currency exchange rates may negatively affect the 
value of a portfolio’s investments or reduce its returns. 

• Derivatives Risk.  Certain strategies involve the use of derivatives to create market 
exposure. Derivatives may be illiquid, difficult to price and leveraged so that small 
changes may produce disproportionate losses for a client’s portfolio and may be 
subject to counterparty risk to a greater degree than more traditional investments. 
Because of their complex nature, some derivatives may not perform as intended. As a 
result, a portfolio may not realize the anticipated benefits from a derivative it holds 
or it may realize losses. Derivative transactions may create investment leverage, 
which may increase a portfolio’s volatility and may require the portfolio to liquidate 
portfolio securities when it may not be advantageous to do so. 

• Capitalization Risk. Investments in small- and mid-capitalization companies may be 
more volatile than investments in large-capitalization companies. Investments in 
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small-capitalization companies may have additional risks because these companies 
have limited product lines, markets or financial resources. 

• Liquidity Risk.  Liquidity risk exists when particular investments are difficult to 
purchase or sell, possibly preventing an investment manager from selling out of such 
illiquid securities at an advantageous price. Derivatives and securities involving 
substantial market and credit risk also tend to involve greater liquidity risk.  

• Issuer Specific Risk.  The value of an equity security or debt obligation may decline in 
response to developments affecting the specific issuer of the security or obligation, 
even if the overall industry or economy is unaffected. These developments may 
comprise a variety of factors, including, but not limited to, management issues or 
other corporate disruption, political factors adversely affecting governmental issuers, 
a decline in revenues or profitability, an increase in costs, or an adverse effect on the 
issuer’s competitive position.   

• Concentrated Portfolios Risk. Certain investment strategies  focus on particular asset 
classes, countries, regions, industries, sectors or types of investments. Concentrated 
portfolios are an aggressive and highly volatile approach to trading and investing. 
Concentrated portfolios hold fewer different stocks than a diversified portfolio and 
are much more likely to experience sudden dramatic prices swings. In addition, the 
rise or drop in price of any given holding is likely to have a larger impact on portfolio 
performance than a more broadly diversified portfolio. 

• Legal or Legislative Risk.  Legislative changes or court rulings may impact the value 
of investments or the securities’ claim on the issuer’s assets and finances. 

 
B. Risks Associated with Investment Strategies and Methods of Analysis 
 
Risks Associated with Investment Strategies 
 
The primary method for risk mitigation is through multi-asset diversification.  In order for 
diversification to achieve its intended benefit requires a stable correlation among every paid 
of asset classes.  For example, the historical neutral to negative correction between stocks 
and core bonds.  However, there are periods where the two asset classes are more positively 
correlated and thus reduces the desired benefit of diversification. 
 
Long-term capital market assumptions of individual asset risk (volatility) and expected 
return are foundational inputs to the managed account engine.  Although such assumptions 
are reset each year, the actual return and risk can deviate from the assumptions during any 
period of time and the actual return can eb much lower with a larger than estimated or 
projected downside risk. 
 
Black Swan risk or extreme left tail risks are the down side risk factors that cannot known or 
expected.  Events such as COVID and the mortgage induced global financial crisis are 
extreme events that were unknowable in advance and can cause significant destruction to an 
otherwise well diversified or well-planned portfolio. 
 
Over-diversification is a risk of a portfolio’s low return over an extended period of time.  This 
is caused by muting risk so significantly that return is also muted as a result. 
 
Risk Associated with Methods of Analysis 
 
There is no active management risk in analysis when conducted on an index replicating 
investment, The passively managed investment to be considered must have  the size, scale 
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and demonstrated consistency and experience to replicate the intended benchmark index. 
With the exception of beta (market) risk associated with the underlying index, securities 
lending, cash drag (i.e. not investing new cash investments immediately) and fee drag, a 
passive, index tracking and replicating investment should perform consistently with the 
index by which the investment intends to replicate.  
 
Active manager risk is always present. Unlike passively managed index tracking 
investments, active manager must invest differently than the benchmark index the manager 
intends to out-perform on a risk adjusted or absolute basis.  This deviation from the 
underlying index could cause underperformance against the benchmark for a period of time.  
When selecting a managed investment, one uses ex pose data to evaluate the manager.  But 
this is backward looking. There is no certainty that the manager would continue to deliver 
going forward. In fact, superior performance may be due to the manager’s investment style 
being in favor over the examination period or luck.  This could change in the future and 
causing the manager’s performance to trail the benchmark by which the manager is judged 
on an absolute or risk adjusted basis.  
 
C.  Risks Associated with Specific Securities Utilized 
 
Exchange Traded Funds (ETFs) 
 
An ETF holds a portfolio of securities designed to track a particular market segment or 
index. Shares of ETFs are listed on securities exchanges and transacted at negotiated prices 
in the secondary market. Generally, ETF shares trade at or near their most recent NAV, 
which is generally calculated at least once daily for indexed-based ETFs and more frequently 
for actively managed ETFs.  However, certain inefficiencies may cause the shares to trade at 
a premium or discount to their pro rata NAV.  
 
ETFs are subject to risks similar to those of open end or closed end mutual funds. 
Investment returns will fluctuate and are subject to market volatility, so that when shares 
are sold they may be worth more or less than their original cost. ETF shares are bought and 
sold at market price (not Net Asset Value) and are not individually redeemed from the fund.  
There is also the risk that a manager may deviate from the stated investment mandate or 
strategy of the ETF which could make the holdings less suitable for a client’s portfolio. ETFs 
may also carry additional expenses based on their share of operating expenses and certain 
brokerage fees, which may result in the potential duplication of certain fees.  
 
There is also no guarantee that an active secondary market for such shares will develop or 
continue to exist. Generally, an ETF only redeems shares when aggregated as creation units 
(usually 50,000 shares or more). Therefore, if a liquid secondary market ceases to exist for 
shares of a particular ETF, a shareholder may have no way to dispose of such shares.  
 
Mutual Funds - Equity Funds 
 
The major risks associated with investing in equity mutual funds is similar to the risks 
associated with investing directly in equity securities, including market risk, which is the 
risk that investment returns will fluctuate and are subject to market volatility, so that an 
investor’s shares, when redeemed or sold, may be worth more or less than their original cost. 
Other risks include the quality and experience of the portfolio management team and its 
ability to create fund value by investing in securities that have positive growth, the amount 
of individual company diversification, the type and amount of industry diversification and 
the type and amount of sector diversification within specific industries.   
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In addition, there is the risk that a manager may deviate from the stated investment 
mandate or strategy of the mutual fund which could make the holdings less suitable for a 
client’s portfolio. Also, mutual funds tend to be tax inefficient and therefore investors may 
pay capital gains taxes on fund investments while not having yet sold their shares in the 
fund. Mutual funds may also carry additional expenses based on their share of operating 
expenses and certain brokerage fees, which may result in the potential duplication of certain 
fees. 
 
Mutual Funds - Fixed-Income Funds 
 
In addition to the risks associated with investing in equity mutual funds, fixed-income 
mutual funds also have the following risks; 
 

• Interest Rate Risk. The risk that the value of the fixed-income holding will decrease 
because of an increase in interest rates. 

• Liquidity Risk. The inability to readily buy or sell an investment for a price close to 
the true underlying value of the asset due to a lack of buyers or sellers. While certain 
types of fixed-income securities are generally liquid (e.g., corporate bonds), there are 
risks which may occur such as when an issue trading in any given period does not 
readily support buys and sells at an efficient price. Conversely, when trading volume 
is high, there is also the risk of not being able to purchase a particular issue at the 
desired price. 

• Credit Risk. The potential risk that an issuer would be unable to pay scheduled 
interest or repay principal at maturity, sometimes referred to as “default risk.”  
Credit risk may also occur when an issuer’s ability to make payments of principal 
and interest when due is interrupted.  This may result in a negative impact on all 
forms of debt instruments.  

• Reinvestment Risk. With declining interest rates, investors may have to reinvest 
income or principal at a lower rate. 

• Duration Risk. Duration is a measure of a bond’s volatility, expressed in years to be 
repaid by its internal cash flow (interest payments). Bonds with longer durations 
carry more risk and have higher price volatility than bonds with shorter durations. 

 
Mutual Funds - Index Funds 
 
Index Funds have the potential to be affected by “tracking error risk” which means a 
deviation from a stated benchmark index. Since the core of a portfolio may attempt to closely 
replicate a benchmark, the source of the tracking error (deviation) may come from a “sample 
index” that may not closely align the benchmark.  In addition, while many index mutual 
funds are known for their potential tax efficiency and higher “qualified dividend income” 
(QDI) percentages, there are assets classes within these funds or holding periods that may 
not benefit.  Shorter holding periods, as well as commodities and currencies that may be part 
of a fund’s portfolio, may be considered “non-qualified” under certain tax code provisions. 
 
Collective Investment Trusts (CITs)  
 
CITs are a versatile, cost-effective and competitive alternative to mutual funds for defined 
contribution retirement plans. CITs are tax-exempt, pooled investment vehicles held by a 
trust company or bank —available only to defined contribution and other ERISA-qualified 
plans.  CITs are funds not regulated by the Securities Exchange Commission (SEC) or the 
Investment Act of 1940 but operate instead under the regulatory authority of the Office of 



 

 

18 

the Comptroller of the Currency (OCC). A CIT can invest in just about any kind of asset 
including stocks, bonds commodities, derivatives, and even mutual funds. 
 
Alternative Investments 
 
The performance of alternative investments (e.g., commodities, futures, hedge funds; funds of 
hedge funds, private equity or other types of limited partnerships) can be volatile. 
Alternative investments generally involve various risk factors and liquidity constraints, a 
complete discussion of which is set forth in the offering documents of each specific alternative 
investment. Due to the speculative nature of alternative investments a client may need to 
satisfy certain income or net worth standards prior to investing.  
 
Real Estate Related Securities 
 
Investing in real estate related securities includes, among others, the following risks: 
possible declines in the value of real estate; risks related to general and local economic 
conditions, including increases in the rate of inflation, possible lack of availability of 
mortgage funds, overbuilding, extending vacancies of properties, increases in competition, 
property taxes and operating expenses, changes in zoning laws, costs resulting from clean up 
of, and liability to third-parties for damages resulting from, environmental problems, 
casualty and condemnation losses, uninsured damages from floods, earthquakes or other 
natural disasters, limitations on and variations in rents and changes in interest rates. 
 
Private Equity Funds 
 
Private Equity Funds may be affected by various forms of risk, including: 
 

• Long-term Investment. Unlike mutual funds, which generally invest in publicly 
traded securities that are relatively liquid, private equity funds generally invest in 
large amounts of illiquid securities from private companies. Depending on the 
strategy used, private real estate funds will have illiquid underlying investments 
that may not be easily sold, and investors may have to wait for improvements or 
development before any redemption. Given the illiquid nature of the underlying 
purchases made by private equity and private real estate managers, private equity 
and private real estate funds are considered long-term investments. Private equity 
funds are generally set up as 10- to 15-year investments with little or no provision for 
investor redemptions. Private real estate funds are generally seven- to ten-year 
investments and also have limited provisions for redemptions. With long-term 
investments, clients should consider their financial ability to bear large fluctuations 
in value and hold these investments over a number of years. 

• Difficult Valuation Assessment. The portfolio holdings in private equity and private 
real estate funds may be difficult to value, because they are not usually quoted or 
traded on any financial market or exchange. As such, no easily available market 
prices for most of a fund’s holdings are available. Additionally, it may be hard to 
quantify the impact a manager has had on underlying investments until those 
investments are sold. 

• Lack of Liquidity. Private equity and private real estate funds are not “liquid” (they 
can’t be sold or exchanged for cash quickly or easily), and the interests are typically 
non-transferable without the consent of a fund’s managing member. As a result, 
private equity and private real estate funds are generally only suitable for 
sophisticated investors who have carefully considered their financial capability to 
hold these investments for the long term. 
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• Capital Call Default Consequences. Answering capital calls to provide managers with 
the pledged capital is a contractual obligation of each investor. Failure to meet this 
requirement in a timely manner could elicit significant adverse consequences, 
including, without limitation, the forfeiture of the defaulting investor’s interest in the 
fund. 

• Leverage. Private equity and private real estate funds may use leverage in connection 
with certain investments or participate in investments with highly leveraged capital 
structures. Although the use of leverage may enhance returns and increase the 
number of investments that can be made, leverage also involves a high degree of 
financial risk and may increase the exposure of such investments to factors such as 
rising interest rates, downturns in the economy or deterioration in the condition of 
the assets underlying such investments. 

• Lack of Transparency. Private equity and private real estate funds are not required 
to provide investors with information about their underlying holdings or provide 
periodic pricing and valuation information. Therefore, investors are often putting 
their complete trust in the managers’ abilities to meet their funds’ objectives, without 
the benefit of knowing their investment selections. This lack of information may 
make it more difficult for investors to evaluate the risks associated with the funds. 

• Manager Risk. Private equity and private real estate fund managers have total 
investment authority over their funds, and the managers’ skill is normally 
responsible for the investment returns. Therefore, if the founder or key person 
departs, the returns of the fund may be impacted. Investors have no control or 
influence in the management of the fund, although they will receive periodic reports 
from the fund manager. Also, investment in one fund that uses a generally similar 
investment strategy as another fund could lessen overall diversification, and 
consequently, increase investment risk. 

• Regulation. Private equity and private real estate funds are subject to fewer 
regulatory requirements than mutual funds and other registered investment 
company products and thus may offer fewer legal protections than an investor would 
have if they invested in more traditional investments. 

 
Note that there may be other circumstances not described here that could 
adversely affect a client’s investment and prevent their portfolio from reaching its 
objective.  
 
Item 9 - Disciplinary History 
 
Neither Nexus 338 nor its management personnel have any reportable disciplinary history. 
 
Item 10 - Other Financial Industry Activities and Affiliations 
 
A.  Broker-Dealer Registration and Registered Representatives  
 
Nexus338 is not registered, nor does it have an application pending to register, as a broker-
dealer.  No management person is registered, nor does any management person have an 
application pending to register, as a registered representative of a broker-dealer. 
 
B.  Futures and Commodity Registration 
 
Nexus338 is not registered, nor does it have an application pending to register, as a futures 
commission merchant, commodity pool operator or a commodity trading advisor.  No 
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management person is registered, nor does any management person have an application 
pending to register, as an associated person of a futures commission merchant, commodity 
pool operator or a commodity trading advisor. 
 
C.  Financial Industry Affiliations  
 
Nexus338, through the common ownership of Philip S.L. Chao, the Managing Member and 
sole owner of Nexus338, is affiliated with Experiential Wealth, Inc. (“Experiential”), an 
investment adviser registered with the SEC. Nexus338 and Experiential share office space 
and certain back office functions. In addition, Philip S.L. Chao, the sole investment adviser 
representatives of Nexus338 is also the sole investment adviser representative of 
Experiential. This relationship does not present a conflict of interest because  Nexus338 and 
Experiential offer different services to different target audience and thus, there is no overlap 
of advisory services. There is no cross selling of services among the two companies. 
 
Through the common ownership of Philip S.L. Chao, Nexus338 is affiliated with Independent 
Fiduciary Services, LLC, an independent directed trustee to health & welfare trusts 
associated with health & welfare plans covered under the McNamara O’Hara Service 
Contract Act of 1965, as amended. Independent Fiduciary Services, LLC does not provide 
services to clients of Nexus338 and Nexus338’s clients are not solicited to use the services of 
Independent Fiduciary Services, LLC.  
 
Philip Chao is also a majority owner and managing member of Syngularity, LLC., a Virginia 
limited liability company.  Syngularity is a Pooled Plan Provider registered with the Internal 
Revenue Service and the Department of Labor.  Syngularity does not offer any investment 
advisory or management services but would engage Nexus338 to provide discretionary 
investment management services. This does not present a conflict of interest because under 
this arrangement, Nexus338 will waive its fees completely. 
 
D.  Selection of Other Advisers  
 
Nexus338 does not receive, directly or indirectly, compensation from other investment 
advisers that it recommends or selects for its clients.  
 
Item 11 - Code of Ethics, Participation or Interest in Client Transactions and Personal 
Trading  
 
Clients of Nexus338 are sponsors or appointed committees and fiduciaries of account based 
defined contribution retirement plans.  Nexus338 does not have nor intend to have any 
individual clients. Further, individual securities (equities or fixed income) are not used as 
investment options in retirement plans. Typically, pooled investment vehicles (mutual funds, 
ETFs and CITs) are used as investment options. 
 
Retirement plan fiduciaries also must comply with ERISA fiduciary responsibility 
requirements.  Under 29 USC § 1104(a)(1) a fiduciary shall discharge its duties with respect 
to a Plan solely in the interest of the participants and beneficiaries and for the exclusive 
purpose of  (i) providing benefits to participants and their beneficiaries; and (ii) defraying 
reasonable expenses of administering the Plan.  Moreover the fiduciary must act with the 
care, skill, prudence, and diligence under the circumstances then prevailing that a prudent 
man acting in a like capacity and familiar with such matters would use in the conduct of an 
enterprise of a like character and with like aims. Finally the fiduciary must also act in 
accordance with the documents and instruments governing the Plan insofar as such 
documents and instruments are consistent with ERISA. 



 

 

21 

 
A.  Code of Ethics 
 
Nexus338 must meet ERISA fiduciary standard when serving as a fiduciary investment 
manager for a Plan.  Nexus338 has also adopted a Code of Ethics pursuant to SEC Rule 
204A-1 that obligates Nexus338 and its associated persons to put the interests of Nexus338’s 
clients before their own interests and to act honestly and fairly in all respects in dealings 
with clients. All of Nexus338’s personnel are also required to comply with applicable federal 
securities laws. 
 
Nexus338’s Code of Ethics describes the Firm's fiduciary duties and responsibilities to its 
clients and sets forth our practice of supervising the personal securities transactions of 
Nexus338’s associated persons with access to client information. Nexus338’s associated 
persons may buy or sell securities for their personal accounts identical to or different from 
those recommended to clients. It is Nexus338’s expressed policy that Nexus338’s associated 
persons must put the interests Nexus338’s clients ahead of their personal interests. 
 
To supervise compliance with Nexus338’s Code of Ethics, Nexus338 requires that anyone 
associated with Nexus338 and has access to advisory recommendations provide annual 
securities holdings reports and quarterly transaction reports to the Firm's Assistant 
Compliance Officer. Nexus338 requires such associated persons to also receive approval from 
the Assistant Compliance Officer prior to investing in any initial public offerings (IPOs) or 
private placements (limited offerings). Nexus338’s Code of Ethics further includes 
Nexus338’s policy prohibiting the use of material non-public information. 
 
Any individual not in observance of the above may be subject to discipline. 
 
Nexus338 will provide a complete copy of Nexus338’s Code of Ethics to any client upon 
request to the Assistant Compliance Officer at 571-348-0800 or by making a written request 
to Nexus338’s principal address as set forth on the cover page to this disclosure brochure. 
 
B.  Recommendations Involving Material Financial Interests 
 
Nexus338 has no affiliation with any individual or institution that carries a material 
financial interest. Further, Nexus338 does not buy or sell securities of any kind for the 
Firm’s own account for the purpose of reselling to clients. Nexus338 does not conduct any 
trades between its own account and a client account. 
 
All Plan assets are traded on an aggregated basis among many Plans by each Plan’s 
custodian firms. Nexus338 has no access or control over the time, price or volume of 
transaction for any security. Mutual funds and CITs are prevalent investment vehicles in 
retirement plans.   
 
C.  Investing in Same Securities as Clients 
 
Under Nexus338’s 401(k) plan, employee participants are given the opportunity to self-direct 
investments into a group of ETFs. Individual employees may also, from time to time, own 
interests in mutual funds and ETVs that are also recommended to Nexus338’s clients.) 
 
Since mutual funds and ETVs are broadly diversified and Nexus338 and its employees have 
no direct control over the purchase or sale of any individual security thereunder, this is 
deemed to be free of conflict of interest for Nexus338’s 401(k) plan and/or individual 
employees to purchase, hold or sell ETVs or mutual fund shares that have been 
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recommended to Nexus338’s clients or held by them. Due to the scale of an ETV or a mutual 
fund, the timing of the purchase or sale by Nexus338’s 401(k) plan and/or employees will not 
in any manner affect the price of the mutual fund. Moreover, employee participant trading in 
the ETFs under the 401(k) plan is limited to once a day and each trade is bundled with 
others by the third party administrator to Nexus338’s 401(k) plan and Nexus338’s and 
employees have no control, influence or discretion regarding the timing of each trade. 
 
Item 12 - Brokerage Practices 
 
Services for Qualified Retirement Plans 
 
Nexus338 does not engage in or direct security transactions for Plans or Participants and 
therefore does not have any best execution, soft dollar, directed brokerage, trade 
aggregation/allocation  disclosures. 
 
Investment Management Services 
 
Nexus338 will generally recommend that clients utilize the brokerage and clearing services 
of Charles Schwab & Co., Inc., a FINRA-registered broker-dealer, for investment 
management accounts.  
 
Best Execution 
 
Best execution has been defined by the SEC as the “execution of securities transactions for 
clients in such a manner that the client’s total cost or proceeds in each transaction is the 
most favorable under the circumstances.” The best execution responsibility applies to the 
circumstances of each particular transaction and an investment adviser must consider the 
full range and quality of a broker-dealer’s services, including, among other things, execution 
capability, commission rates, the value of any research, financial responsibility and 
responsiveness. 
 
In seeking best execution, the determinative factor is not the lowest possible cost, but 
whether the transaction represents the best qualitative execution, taking into consideration 
the full range of a broker-dealer’s services, including among others, the value of research 
provided, execution capability, commission rates, and responsiveness. Consistent with the 
foregoing, while Nexus338 will seek competitive rates, it may not necessarily obtain the 
lowest possible commission rates for client transactions.  
 
If the client requests Nexus338 to arrange for the execution of securities brokerage 
transactions for the client’s account, Nexus338 shall direct such transactions through broker-
dealers that Nexus338 reasonably believes will provide best execution. Nexus338 shall 
periodically and systematically review its policies and procedures regarding recommending 
broker-dealers to its client in light of its duty to obtain best execution. 
 
Broker Analysis 

 
Nexus338 evaluates a wide range of criteria in seeking the most favorable price and market 
for the execution of transactions. These include the broker-dealer’s trading costs, efficiency of 
execution and error resolution, financial strength and stability, capability, positioning and 
distribution capabilities, information in regard to the availability of securities, trading 
patterns, statistical or factual information, opinion pertaining to trading and prior 
performance in serving Nexus338.   
 



 

 

23 

Also in consideration is such broker-dealers’ provision or payment of the costs of research 
and other investment management-related services (the provisional payment of such costs by 
brokers are referred to as payment made by “soft dollars”, as further discussed in the 
“Research/Soft Dollars Benefits” section immediately below).  Accordingly, if Nexus338 
determines in good faith that the amount of trading costs charged by a broker-dealer is 
reasonable in relation to the value of the brokerage and research or investment 
management-related services provided by such broker, the client may pay trading costs to 
such broker in an amount greater than the amount another broker might charge.  
 
Nexus338’s Chief Compliance Officer is responsible for continuously monitoring and 
evaluating the performance and execution capabilities of brokers that transact orders for our 
client accounts to ensure consistent quality executions. In addition, Nexus338 periodically 
reviews its transaction costs in light of current market circumstances and other relevant 
information.  
 
Research/Soft Dollar Benefits 
 
Nexus338 uses Charles Schwab & Co.'s (“Schwab”), Schwab Advisor Services. There is no 
direct link between Nexus338’s use of Schwab Advisor Services and the investment advice it 
gives to its clients, although Nexus338 receives economic benefits through its participation in 
the program that are typically not available to Schwab retail investors.  
 
As a user of Schwab Advisor Services, Schwab makes available to Nexus338 other products 
and services that benefit Nexus338, but may not benefit its clients’ accounts. Some of these 
other products and services assist Nexus338 in managing and administering clients’ 
accounts, including: 

• Receipt of duplicate client confirmations and bundled duplicate statements; 
• Access to a trading desk serving Schwab Advisor Services participants exclusively;  
• Access to block trading which provides the ability to aggregate securities transactions 

and then allocate the appropriate shares to client accounts; 
• Ability to have investment advisory fees deducted directly from client accounts;  
• Access, for a fee, to an electronic communication network for client order entry and 

account information; 
• Receipt of compliance publications; and  
• Access to mutual funds which generally require significantly higher minimum initial 

investments or are generally available only to institutional investors.  

Schwab Advisor Services also makes available to Nexus338 other services intended to help 
Nexus338 manage and further develop its business enterprise. These services may include 
consulting, publications and conferences on practice management, information technology, 
business succession, regulatory compliance and marketing. In addition, Schwab Advisor 
Services may make available, arrange and/or pay for these types of services rendered to 
Nexus338 by independent third parties.   

Additional benefits received because of Nexus338’s use of Schwab Advisor Services may 
depend upon the amount of transactions directed to, or amount of assets custodied by, 
Charles Schwab & Co., Inc. Nexus338 is required to maintain a minimum level of client 
assets with Schwab Advisor Services to avoid a quarterly service fee. While as a fiduciary 
Nexus338 endeavors to act in its clients’ best interests, Nexus338’s recommendation that 
clients maintain their assets in accounts at Schwab may be based in part on the benefit to 
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Nexus338 of the availability of some of the foregoing products and services and not solely on 
the nature cost or quality of custody and brokerage provided by Schwab which may create a 
conflict of interest. 

Directed Brokerage 
 
Company Directed Brokerage 
 
Nexus338 does not have the discretionary authority to determine the broker-dealer to be 
used. As stated above, clients in need of brokerage will have Charles Schwab & Co., Inc.’s 
Schwab Advisor Services recommended to them.  While there is no direct linkage between 
the investment advice given and usage of Schwab Advisor Services, economic benefits are 
received which would not be received if Nexus338 did not give investment advice to clients 
(please see additional disclosures in the “Research/Soft Dollars Benefits” section directly 
above). Nexus338 does not participate in any transaction fees or commissions paid to the 
broker dealer or custodian and does not receive any fees or commissions for the opening or 
maintenance of client accounts at recommended brokers.  
 
Not all investment advisers require their clients to direct brokerage.  Nexus338 is required to 
disclose that by directing brokerage, Nexus338 may not be able to achieve most favorable 
execution of client transactions and this practice may cost clients more money.  
 
Client Directed Brokerage 
 
Certain clients may direct Nexus338 to use particular brokers for executing transactions in 
their accounts.  With regard to client directed brokerage, Nexus338 is required to disclose 
that Nexus338 may be unable to negotiate commissions, block or batch orders or otherwise 
achieve the benefits described above, including best execution.  Directed brokerage 
commission rates may be higher than the rates Nexus338 might pay for transactions in non-
directed accounts. Therefore, directing brokerage may cost clients more money. Nexus338 
reserves the right to decline acceptance of any client account that directs the use of a broker 
dealer if Nexus338 believes that the broker dealer would adversely affect Nexus338’s 
fiduciary duty to the client and/or ability to effectively service the client portfolio. 
 
As a general rule, Nexus338 encourages each client to compare the possible costs or 
disadvantages of directed brokerage against the value of custodial or other services provided 
by the broker to the client in exchange for the directed brokerage designation.  
 
Trade Aggregation/Allocation 
 
Transactions for each client generally will be made independently, unless Nexus338 decides 
to purchase or sell the same securities for several clients at approximately the same time. 
Nexus338 may (but is not obligated to) combine or “batch” such orders to: 
 

• Obtain best execution; 
• Negotiate more favorable commission rates; or  
• Allocate equitably among Nexus338’s clients, differences in prices and commissions 

or other transaction costs that might have been obtained had such orders been placed 
independently.  

 
Under this procedure, transactions will generally be averaged as to price and allocated 
among Nexus338’s clients pro rata. In the event that Nexus338 determines that a prorated 
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allocation is not appropriate under the particular circumstances, the allocation will be made 
based upon other relevant factors, which may include:  
 

• When only a small percentage of the order is executed, shares may be allocated to the 
account with the smallest order or the smallest position or to an account that is out of 
line with respect to security or sector weightings relative to other portfolios, with 
similar mandates;  

• Allocations may be given to one account when one account has limitations in its 
investment guidelines which prohibit it from purchasing other securities which are 
expected to produce similar investment results and can be purchased by other 
accounts;  

• If an account reaches an investment guideline limit and cannot participate in an 
allocation, shares may be reallocated to other accounts (this may be due to 
unforeseen changes in an account’s assets after an order is placed); 

• With respect to sale allocations, allocations may be given to accounts low in cash;  
• In cases when a pro rata allocation of a potential execution would result in a de 

minimis allocation in one or more accounts, Nexus338 may exclude the account(s) 
from the allocation; the transactions may be executed on a pro rata basis among the 
remaining accounts; or 

• In cases where a small proportion of an order is executed in all accounts, shares may 
be allocated to one or more accounts on a random basis.  

 
Item 13 - Review Of Accounts 
 
A. Periodic Reviews 
 
3(38) Core Menu Service 
 
Nexus338, as a part of its ongoing monitoring duties, shall review the performance of each 
Designated Investment Alternative (DIA) on a quarterly basis in a manner consistent with 
the option selection criteria. 
 
Glidepath Assessment Service 
 
On an ongoing basis, Nexus338 monitors the following: 
 

• Changes to the glidepath or Base Portfolios; 
• Changes in capital market assumptions annually; 
• Changes in allocation within each Base Portfolio; and 
• Changes to the allocation algorithm that determines the portfolio construction for 

Participants. 
 
Participant Account Service 
 
On an ongoing basis Nexus338 monitors the following quarterly: 
 

• Performance of each underlying investment option deployed in iGPS; and 
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• Through sampling the recordkeeping system to audit a small group of participant 
accounts to confirm the algorithmic allocation instructions were followed for such 
accounts. 

 
Investment Management Services 
 
The underlying securities within a client's account are continuously monitored by Eileen 
Huang, Nexus338 Senior Analyst. Philip SL Chao, Principal and Chief Investment Officer 
conducts formal quarterly portfolio level reviews. Accounts are reviewed in the context of 
each client's stated investment objectives and guidelines. 
 
Amanda Pagenhardt, Assistant Compliance Officer, reviews transactions in each client 
portfolio on a monthly basis to verify that transactions have been executed according to the 
order entry instructions from Mr. Chao.   
 
B. Other Reviews 
 
Not applicable. 
 
C. Regular Reports 
 
3(38) Core Menu Service 
 
Nexus338, as a part of its ongoing monitoring duties, shall report in writing to the Plan 
Fiduciary the performance of each Designated Investment Alternative (DIA) on a quarterly 
basis. 
 
Managed Account and iGPS Services 
 
Nexus will work in conjunction with the technology provider and recordkeeper to deliver plan 
level (aggregated data) reports on participant retirement outcome statistics. 
It is the sole responsibility of the recordkeeper or its appointees to deliver online or hard copy 
statements, fund prospectus, regulatory or required notices to Plan Sponsors and Plan 
Participants. 
 
Investment Management Services 
 
Clients will receive statements from their custodian at least quarterly. Additionally, monthly 
statements will be generated as a result of investment activity by the client's custodian. 
Confirmation statements will be issued for all trading activity. Monthly and/or quarterly 
statements will include portfolio holdings, dates and amounts of transactions, cost basis and 
current and prior statement values.  
 
Item 14 - Client Referrals And Other Compensation 
 
A.  Economic Benefits 
 
Nexus338 does not receive any economic benefits such as sales awards or other prizes from 
any non-client for providing investment advisory services to the firm’s clients.  
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B.  Client Referrals 
 
Neither Nexus338 nor any related person directly or indirectly compensates any person for 
client referrals. 
 
Item 15 - Custody 
 
Services for Qualified Retirement Plans 
 
Nexus338 does not maintain custody of client assets. 
 
Investment Management Services 
 
Custody of client assets will be maintained with the independent custodian selected by the 
client. Nexus338 will not have physical custody of any assets in the client’s account except as 
permitted for direct deduction of advisory fees. Clients will be solely responsible for paying 
all fees or charges of the custodian. Clients will authorize Nexus338 to give the custodian 
instructions for the purchase, sale, conversion, redemption, exchange or retention of any 
security, cash or cash equivalent or other investment for the client’s account. 
 
Clients will receive directly from the custodian at least quarterly a statement showing all 
transactions occurring in the client’s account during the period covered by the account 
statement, and the funds, securities and other property in the client’s account at the end of 
the period.  The account statement will also indicate the amount of advisory fees deducted 
from the client’s account(s) for each billing period. 
 
Clients are urged to carefully review statements received from the custodian to ensure the 
accurate reporting of such information. 
 
As stated in Item 5, Investment Management Services fees will be automatically deducted 
from the client’s account by the client’s custodian (the “Custodian”) quarterly in advance (as 
set forth in the client’s Investment Management Agreement).  Nexus338 shall send an 
invoice to the client’s Custodian indicating the amount of the Investment Management 
Services fees to be deducted from the client’s account at the respective quarter-beginning 
date. 
 
Item 16 - Investment Discretion 
 
Services for Qualified Retirement Plans 
 
Nexus338 has the discretionary authority in written agreement to select the Glidepath 
provider along with their allocation algorithm, the underlying investment options or DIAs as 
building blocks for individual Participants and select the financial technology company that 
can express the Glidepath and algorithm for such individual Participants on an ongoing 
basis. Nexus338 does not have discretionary authority to manage securities accounts on 
behalf of retirement plan clients. 
 
Investment Management Services 
 
For those client accounts over which Nexus338 has discretion, Nexus338 requests that it be 
provided with written authority (e.g., limited power of attorney contained in Nexus338’s 
advisory agreement) to determine the types and amounts of securities that are bought or 
sold. Nexus338’s authority in making investment-related decisions may be limited by 



 

 

28 

account guidelines, investment objectives and trading restrictions, as agreed between 
Nexus338 and the client. Any limitations on Nexus338’s discretionary authority shall be 
included in this written authority statement. Clients may change or amend these limitations 
as required. All such amendments are required to be submitted in writing.  
 
Item 17 - Voting Client Securities 
 
Nexus338 does not vote proxies on behalf of its clients nor will Nexus338 be responsible for 
handling client claims in class action lawsuits or similar settlements involving securities 
owned by the client.  
 
Item 18 - Financial Information 
 
A. Prepayment of Fees 
 
Because Nexus338 does not require or accept prepayment of more than $1,200 in fees six 
months or more in advance, Nexus338 is not required to include a balance sheet with this 
disclosure brochure. 
 
B. Financial Condition 
 
Nexus338 does not have any adverse financial conditions to disclose. 
 
C. Bankruptcy 
 
Nexus338 has never been the subject of a bankruptcy petition. 
 
 
 


