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REQUEST FOR PROPOSAL

State of Vermont 
Defined Contribution Investment,

 Administration and Recordkeeping
DATE: 
June 6, 2012
QUESTIONS DUE BY:   
June 20, 2012


DATE OF BID OPENING:
July 9, 2012
TIME OF BID OPENING:
2:00 P.M.

LOCATION OF BID OPENING:
109 State Street, Montpelier, VT, 4th Floor

CONTACT: 


Mr. JP Isabelle
TELEPHONE:

(802) 828-1451
E-MAIL:

 
jp.isabelle@state.vt.us
FAX:



(802) 828-2772

1.1 Bidder’s Proposal Part II – Bidder Information

In providing your responses to the questions below, you should restate each question in bold face type with your response directly below.  Your  proposal, and consequently your responses to the following questions, will be incorporated as part of the contract between your company and the State and your company and the VMERS.  

1.1.1 
General

1. Please provide a description of the ownership and structure of the firm, which includes the parent company and any affiliated companies and/or joint ventures. 

2. Are any changes to the firm’s corporate or organizational structure anticipated within the next 12-months? If yes, please specify. 

3. Describe your plans for managing the future growth of your firm in terms of staff, maximum assets, number of clients, and other criteria, and describe how this impacts your ability and commitment to servicing your existing clients. 

4. Please list all office locations and the number of individuals working in each office. Please specify which office would be the primary relationship office. 

5. Please provide the most recently completed audited financial statements for your firm. 

6. Please identify if your firm, its parent, or affiliate is a registered investment advisor with the SEC under the Investment Advisors Act of 1940. If not, what is your fiduciary classification? Please provide a copy of your firm’s most recently filed SEC Form ADV, Parts I and II, and any associated schedules. 

7. Please provide information regarding whether your firm has had any litigation, arbitration, or regulatory proceedings, either pending, adjudicated, or settled, within the last five years.

8. Please provide information regarding whether your firm has had any regulatory, state, or federal agency investigations within the last five years.
9. Please provide an organizational chart for:



a. professional staff; and



b. corporate organization including parent, subsidiaries, affiliates, joint ventures and  



    sub-advisories.  
10. Provide a detailed summary of your firm’s compliance process.  Does your firm maintain a code of ethics?  If so, please attach to your response. 

11. Describe your business continuity/disaster recovery systems including:

a. Type of back-up facility for all primary systems used in providing the subject services to the State;
b. If back-up systems are provided by a third party, state the contractual guarantees for their services;
c. In the event of a disaster that disables all primary and back-up systems, state whether your firm has a recovery capability;
d. Describe the length of time and the procedures used to recreate one day’s activity;

e. Describe plans in place to ensure communications with clients in the event of a disaster;

f. State how often the disaster recovery plan is tested and if there is an annual report; describe the results or include a copy of findings; and 

g. During the last three tests, state how long it took to switch over to the recovery site and include test dates.  

12. Is your company licensed to conduct business in the State of Vermont?  If not, attach an opinion of counsel giving his or her opinion as to whether he or she anticipates any difficulties in obtaining all necessary licenses prior to the effective date of the contract.  Do all your products and services comply with all federal and State of Vermont regulations?  If not, specify.  Is your company licensed in all states?  If not, specify what states your company is not licensed to conduct business in.

13. From what location would these accounts be serviced?

14. Who would be the State’s day-to-day contact?

15. Provide the names and biographies of key staff who would be assigned to the State’s and VMERS’ accounts.

16. For how many clients does your company currently provide the requested services?  As of 12/31/11 provide the following information:

	Plan Size
	All Defined Contribution Plans1
	All Governmental Defined Contribution Plans
	Governmental 401(a) Plans

	Under 100 participants
	
	
	

	100-500 participants
	
	
	

	500-999 participants
	
	
	

	1000 to 4,999 participants
	
	
	

	Above 5,000 participants 
	
	
	

	Total
	
	
	


17. Provide the current number of plans for which your company provides retirement administrative services.

	Plan Size
	All Defined Contribution Plans1
	All Governmental Defined Contribution Plans
	Governmental 401(a) Plans

	Under $50 million in assets
	
	
	

	$50-$100 million in assets
	
	
	

	$101-$250 million in assets
	
	
	

	$251-$500 million in assets
	
	
	

	More than $500 million in assets 
	
	
	

	Total
	
	
	



1 Defined contribution includes 457, 403(b) and 401(k) plans
18. Describe any conflicts of interest your company may have in providing defined contribution plan services to the State and VMERS.

1.1.2 Participant Communication Services 

1. Describe three recent situations in which your company has conducted the participant communication of a defined contribution plan as a replacement or supplement to a defined benefit plan.  Fully describe the communications approach and methods used.

2. Fully describe how your company intends to educate employees regarding all aspects of the plans and present all necessary information in an accurate and clear manner and fully disclose to each employee all costs and plan features, both positive and negative, so that each employee may determine whether he or she should elect the defined benefit or the defined contribution plan.

3. Describe what materials you would provide and how you would train State employees to conduct elections and enrollments. Provide relevant samples of all materials, including training and resource manuals.  Indicate what software you would provide or license to the State.  Describe its capabilities as well as the computer hardware that the State would need.  Describe any licensing requirements you would impose.

4. Describe your company’s approach to investment education and asset diversification. What services and tools are available to educate participants? Provide a detailed listing of services, tools, seminars, and workshops. Provide samples, if practicable. Which approaches have you found to be most effective?

5. What type of support is provided to employees leaving the plan or who are in the process of retiring?

1.1.3 Reporting and Recordkeeping Services

1. Describe your company's recordkeeping system:

a. How long has your system been in existence?

b. Was the system initially purchased from an outside vendor?  If so, from whom?

c. If your system was not purchased, when was it first put into place and last updated?

2. Describe your company’s processes relating to providing federal, state, and local tax reporting.

3. Describe your company’s processes relating to 1099 form processing and distribution.

4. Can your recordkeeping system separately maintain a split of employee required contributions, employee elective contributions and employer basic contributions? Describe your procedures and requirements.

5. Can your system calculate vesting?  Describe any limitations.  Can you provide administration for the proposed vesting schedule described?  If not, describe under what alternatives your company can calculate vesting.  

6. Can the system monitor §415 limits?  Describe.

7. Please describe the edits your system will perform on contribution data

8. Does the system accommodate federal and state tax calculations (as appropriate)?  Can it prepare a report detailing all necessary information regarding direct rollovers?

9. Describe the periodic management reporting that would be made available to the State and VMERS  What standard reports would be provided, and on what time period(s) would they be based? How are reports made available? How do you support ad hoc and customizable reports?
10. Provide samples of your standard reports
11. Describe in detail the plan sponsor on-line access with regard to plan management, reporting, and transactions. Can your system permit different levels of access for different staff levels and organizations?

12. What controls are in place to ensure that the plan is administered according to the plan provisions and that contributions are appropriately and timely made by local government employers?

13. Do you require contribution and employee data to be in a standard format?  

14. Please describe the edits your system will perform on contribution data.

15. What controls are in place to ensure that the plan is administered according to the plan provisions?

16. Do you foresee any specific problems incorporating the State’s or the VMERS’ plans into your recordkeeping system?  If so, describe in detail.

17. Please provide access to a demonstration web site for the RFP review team and staff  to access and review.
1.1.4 Administration

1. Complete the following technology capabilities by indicating what services are included in the proposal.
	Service
	Telephone Customer Rep
	Voice response
	Internet
	Other (Please Describe)

	Custom greeting using client

name
	
	
	
	

	Enroll in plan
	
	
	
	

	Make initial election

selection
	
	
	
	

	Receive Plan information

(e.g., contribution, transfer,

and withdrawal rules)
	
	
	
	

	Receive fund performance

and general information
	
	
	
	

	Account balance available

by fund
	
	
	
	

	Account balance graphics

available
	
	
	
	

	Transfer funds by percent
	
	
	
	

	Transfer funds by dollar

amount
	
	
	
	

	Fees associated with

investment options
	
	
	
	

	Change investment

direction for future

contributions

	
	
	
	

	Ability to rebalance account

	
	
	
	

	Service
	Telephone Customer Rep
	Voice response
	Internet
	Other (Please Describe)

	Obtain distribution tax rules
	
	
	
	

	Initiate distribution
	
	
	
	

	Make personal information

changes
	
	
	
	

	Make beneficiary changes
	
	
	
	

	Establish PIN
	
	
	
	

	Change PIN
	
	
	
	

	Reset PIN (lost/forgotten)
	
	
	
	

	Access last quarterly

statement
	
	
	
	

	Access statements for

participant-specified period
	
	
	
	

	Provide links to participant

education
	
	
	
	

	Access to financial

calculators and tools
	
	
	
	

	View pending transactions
	
	
	
	

	View transaction history
	
	
	
	

	Request literature
	
	
	
	

	Other (please specify)
	
	
	
	


2. Describe:

a. The account and balance information that would be available to participants through your company.

b. Availability of Customer Service Representatives (e.g., days of the week, hours of the day)

c. Staffing and recruiting (number of total representatives, office location, minimum credentials, licensing, average tenure)

d. New hire and ongoing training

e. Team structure

f. Problem resolution

3. Describe your company’s customer service center including locations and services.
4. Provide statistics for the past two years on response time including answer time, downtime, call abandonment rate, 

5. How are personal identification numbers (PINs) handled?  What other security measures are taken to ensure proper access to participant information?

6. Provide representative samples of employee aids for using your voice response system (i.e., brochures, maps, or other materials).

7. What controls are in place to ensure that participant transactions are in accordance with the plan provisions?

8. Will you accept participant forms to enact changes?  If not, in what format do you require that this information be provided?

9. When will participant statements be mailed following each period end date?  Provide a sample statement and indicate whether you would customize for the State.  Provide your company's statement accuracy percentage, i.e., the percentage of statements that are not mailed on the normal mail date because of an unresolved discrepancy.

10. Describe your procedures for identifying and calculating age 70½ minimum distributions.

11. What participant investment education will be made available to the State?  If so, please state any additional cost in the separate cost proposal. Also please provide samples of all employee communications materials you have available.

12. Upon receipt of plan contributions, how quickly would monies be allocated to and invested in the investment funds?  Provide a timeline of contribution processing and the requirements that you will impose on the State.  Provide the same information for participant elections for transfers of funds between available investment options.

13. Check Disbursement Process:

a. Describe, including turnaround time, check preparation, cut-off dates, etc.

b. Will you accept verbal instructions?  If yes, do written instructions need to follow?

14. Provide samples of descriptive payout option communication pieces that you would provide.

15. Briefly describe the plan level reports available for this account, and provide a sample of each.

16. How quickly after the close of the month are reports provided?

17. Describe the trustee services you will provide to the plan.  Indicate whether these are full or directed trustee services.  In your PRICE PROPOSAL, indicate the cost savings if your company provided directed trustee custodial services instead of full trustee services.
1.1.5   Investment Management Services

1. List the funds that you would provide for each plan (State and Municipal) based on asset categories and fund options currently offered. Are funds focused on “alternatives” or emerging markets available (e.g. real estate, commodities, etc.)?
2. If desired, you may also suggest alternative fund lineups for each plan.  List the funds you propose under this alternative, their investment categories and describe why a fund of that type should be offered.  Please provide a rationale for overall alternative lineup.
3. In providing fund line-ups under 1 and 2 above, please focus on an investment structure/design that will encourage plan participants to apply a disciplined, long-term approach to strategic investment allocations consistent with the primary plan purpose of providing resources for retirement. Please provide an explanation.
4. Please describe your recommendations regarding default investments for the fund line-ups in numbers 1 and 2 above. Provide details on the selection or replacement of funds within each option. Detail whether your proposed lineup includes funds from various fund families (open architecture), or only proprietary funds (closed-architecture). What is the rationale for your selection?

a. Please identify each of the investment options you propose.

b. For the options included in your response to “a.” immediately above, please distinguish between passive and active options and in the case of target retirement date or “life cycle” funds, the percentages allocated by asset class.

c. Please use the following format to summarize information  for each underlying mutual fund that you propose to include in any of the target retirement date or “life cycle” funds or as an individual mutual fund investment option which you have identified in your response to “a” above.
	Fund Name
	Fund 
	Fund
	Fund

	Ticker
	
	
	

	Share Class to be Used
	
	
	

	Portfolio Manager(s)
	
	
	


5. For each fund listed in numbers 1 and 2 above , supply the following information:
a. What was the fund's market value at December 31, 2009, 2010 and 2011?
b. Are daily valuations and daily transactions (e.g., investment transfers) available through the administrative and recordkeeping services?
c. Indicate those individuals who have managed the fund during the last ten years, the month/year that each left the fund, why each left, and a biography of the current manager(s).
d. Indicate the expense ratio or fee schedule for the fund, allocating the total fee to investment management, 12(B)1 fee, and all other.  Indicate the total revenue sharing receivable by a plan administrator for each fund (in percent).   
e.  Describe any front-end or deferred sales charges associated with the fund.  Are there any conditions under which these charges may be waived?
f. Supply calendar quarter and calendar year time-weighted total rates of return for the five-year period ending December 31, 2011.  Supply annualized returns for the following periods:  one, three, five and 10 (if available) years ending December 31, 2011.  Indicate whether these returns are gross or net of fees.
g. Supply peer group rankings based on a comprehensive and appropriate peer group.  Include as you are able Lipper rankings, Morningstar ratings, and other third-party-related information.  Please rank with respect to both performance and risk for the time periods above.  
h. Please confirm that the fund is currently open for new investors, and state any size limitations that the fund might have that could close it to new investors in the future.  
6. For each equity fund, as well as the equity portfolio of the balanced fund, supply the following information:
a. Is the fund generally fully invested at all times, i.e., do securities always account for at least 90% of the funds value?  If not, please describe how the commitment to cash may vary over a market cycle.
Please provide the following statistics:
	
	As of

December 31, 2011
	Average 2011
	Average 2010

	P/E Ratio1

	
	
	

	P/B Ratio
	
	
	

	Dividend Yield
	
	
	

	Median/Weighted Average

Market Cap
	
	
	

	1 Indicate whether trailing or projected earnings


7. Please provide as detailed a description as feasible as to your firm’s overall pricing policy for use of the various groupings of funds.   Please describe any overall limitations on the:



- total number of funds that the plan could offer without additional charges



- any maximum number of outside funds; and



- any maximum number of no-load funds.  

8. Please describe the ability of the Plan Sponsor (Treasurer or Municipal Retirement System Board) to make changes in investment options.  Include but do not necessarily limit answers to the following questions:

a. May the Plan Sponsor make changes to the investment options?

b. If answer to a., above, is yes, how often may changes be made and is there a fee?  Please 
describe frequency of allowed investment option changes and fees, if any.  

c.   Does the selection of different investment options cause any changes to fees payable to your 
firm as Plan Administrator?  If so, please describe.  

d. Please describe the scope of the services provided for changes to investment options such as 
communication to plan participants of new investment options, remapping, timing, etc.  

e. Will your firm as Plan Administrator take full responsibility for implementation of investment options changes?  Will your firm be financially responsible for any errors in implementing changes?

9. Both plans may from time to time require assistance in assessing alternative funds in current or 
new asset classes.  Describe your firm’s capabilities relating to fund analytics including:

a.  Performance and risk analytics

b.  Analysis and due diligence on fund managers – firm and individuals

c.  
Use of internal and third party analytical resources

d.  Ability to present fund analytics to State committees and Treasury Staff

e.   Level of objectivity of fund analytics – can you survey, analyze and produce reports 
that include virtually all mutual funds with $100 million or more assets under 
management and provide comprehensive peer group comparisons?
10. How would your firm/team communicate with the State and VMERS on underlying funds that need replacement due to performance or other issues?

11. Please describe how you designed the asset allocation for the target retirement date or “life cycle” fund investment options you have proposed. How have you integrated the notion of the risks, within your asset allocation decision?

12. Detail the team/personnel involved in the creation of target retirement date or “life cycle” funds and asset allocation decision. Is this a dedicated team, part of a larger department?

13. What is your investment target used when designing your target retirement date or “life cycle” funds asset allocation?

14. Please indicate how your approach to asset allocation has changed in response to 2008-2010 market volatility (even if your asset allocation has not changed please highlight how your thought process has been impacted).

15. Please describe how and when you will rebalance assets in target retirement date or “life cycle” funds.

16. Please describe the process by which you evaluate new asset classes for inclusion in target retirement date or “life cycle” funds.

17. Describe your due diligence processes for investment managers, both on a portfolio management and operational risk basis.
18. How do you monitor the underlying funds adherence to their investment style and process?

19. What was the last major change that was made to the asset allocation/structure of the target retirement date funds and why?

20. Describe the lines of communication between the proposed team servicing the State and VMERS, the team responsible for construction of the target retirement date funds (asset allocation) and investment managers for the underlying funds.

21. Can you default contributions to lifecycle or retirement date funds based on participant age? If yes, please describe.

22. Would the State and VMERS have access to the investment managers to address performance issues?

23. Provide the name, title, address, telephone, e-mail, and fax numbers of the contact person from your company whom we may contact with questions regarding the investment options you have proposed.

24. What is your policy regarding notifying and offering lower cost funds when the plan becomes eligible for them?

25. Provide your policies on excessive / late trading and redemption fees, and procedures to monitor these transactions and to enforce the policy guidelines.

26. Describe your policy on fee disclosures.
27. Will you provide reports of actual revenue received for plan administration services? Please describe the frequency? If not, please provide an explanation.

28. Explain all conditions, stipulations, and requirements regarding transfers among the investment funds and from the investment funds to the stable value fund/guaranteed account.
Guaranteed Account:
29. Disclose the underwriting insurance company or companies for your guaranteed account.

30. Provide the most recent credit ratings for the above underwriting insurance company. Indicate any ratings downgrades over the last three year period and reasons for the downgrade in credit ratings. Indicate your internal monitoring and safeguards regarding the credit rating of your fixed account provider. What additional areas do you monitor beyond credit ratings to ensure the continuing financial health of the underwriting insurance company?

31. Disclose your guaranteed account’s inception date.

32. Describe the method of crediting interest (e.g., portfolio or blended rate). Describe how interest is credited for contributions, as well as the time period for which each rate is guaranteed.

33. What is the current interest rate being credited on current deposits? 
34. As of the end of the most recent calendar quarter, what is the contractually guaranteed minimum long-term interest (floor) rate?

35. What are you currently crediting on prior deposits?

36. What expense ratio is associated with the fixed account? Identify the amount of revenue sharing that is made available to your company to offset your recordkeeping, administrative and service costs through this account.

37. Describe any restrictions or limitations with regard to timing or amount of transfers from the guaranteed account to the investment funds.

38. In the event of an employer-directed contract termination with your company, describe in detail the surrender or withdrawal charges or restrictions (including any market value adjustment) which would apply.

39. Indicate under what circumstances the surrender or withdrawal charge or restrictions would be waived.

40. Does your product allow same-day settlement for the guaranteed account?

41. If your product does not allow same-day settlement for the guaranteed account, what is the settlement period (e.g., T+1)?

42. Describe the liquidity of the guaranteed account, relative to employee-directed withdrawals, including any termination charges, transfer restrictions and the period of time over which the guaranteed account could be liquidated.

43. Indicate specifically if any surrender charge or withdrawal restriction is based on years of participation or contribution years (e.g., rolling charge).

44. Indicate under what circumstances the surrender or withdrawal charge or restrictions would be waived.

Stable Value Fund:

45. Provide the name of your stable value or cash fund.

46. Is the stable value fund structured as a pooled fund, an individually-designed fund, or a mutual fund?

47. For any synthetic GICs, provide the most recent credit ratings for the  underwriting insurance company. Indicate any ratings downgrades over the last three year period and reasons for the downgrade in credit ratings. Indicate your internal monitoring and safeguards regarding the credit rating of your fixed account provider. What additional areas do you monitor beyond credit ratings to ensure the continuing financial health of the underwriting insurance company?

48. List all insurance wrappers and overlapping or step-up provisions. 

49. Are there any minimum deposit requirements for the stable value fund?

50. Disclose the most recent quarter-ending, three-year, five-year, and ten-year performance (as of most recent quarter end).

51. If you are not proposing a mutual fund, provide a one-page overview along with latest quarterly performance. 

52. Indicate the expense ratio (disclosing ALL associated expenses) associated with to this fund, as well as the types and amounts of revenue sharing to your company provided by this fund.

53. Describe any restrictions or limitations with regard to timing or amount of transfers from the stable value fund to the investment funds. 

54. Describe the liquidity of the stable value fund with regard to employer-directed withdrawals, including any termination charges or restrictions.

55. Describe the liquidity of the stable value fund with regard to employee-directed withdrawals, including any termination charges or restrictions.

56. Describe the investments underlying the stable value fund.

57. Disclose the asset allocation of the stable value fund. List Investment Type and percentage allocation.
58. Is there any equity wash provision or other such restrictions to movement for fund participants?
1.1.6 
Program options, Plan costs, and Plan performance

1.  Program Options - Proposals will be accepted for bundled administration plus investment options for each of the following:

· State Defined Contribution Plan Only 

· Municipal Defined Contribution Plan Only

· Common provider for both the State DC Plan and the Municipal DC Plan

Bidders are encouraged to submit proposals for all three options.  While we believe that there are cost efficiencies associated with a common provider for both DC plans, each plan is administered by a separate entity.  Depending on the nature and quality of proposals received, it is possible that these two entities will elect to have separate contracts for their bundled plans (i.e., each may select their own vendor).  We believe that there is also a strong possibility that a common provider for both plans will be selected.  

2. Plan Transition-In

a. Please describe your implementation/transition-in plan for participant records, plan level administrative records, contributions and redemptions capabilities, etc.  Provide estimates for the length of time for the transition and for person hours required from the State and VMERS.  Provide a draft transition plan.  

b. What steps does your firm take to insure the timeliness and accuracy of a DC plan implementation/transition?    In the event of a transition that does not occur according to an agreed upon plan, will your firm take responsibility for any and all economic losses to participants and sponsor?

c. For the implementation/transition team assigned to the State, please provide an organizational chart of team members, years, and type of experience of each member, and biographies. How would the implementation/transition team and the ongoing relationship team interact and transition?

d. What primary issues would your company raise as potential delays or problems to implementation/transition? What recommendations would be made to forestall or resolve potential problems?

3. Plan Transition-Out

          Describe the reverse of transition-in, as applicable.
Attachment D – Cost Matrix

Plan Administration/Investments Cost Matrix: ___State Plan       ___Municipal Plan     ___ Common Provider Both Plans

Please provide direct and indirect costs of plan administration and investments based on the following matrix:
















Annual

















Revenue

Fund &

Post

Fund



Fund


Total 



Sharing $


Share 

Mapping
Management
 Fund

Other 
Total 

Fund fees $
Revenue
at PM

Class____
Assets $ mil.
Fees %_____
12b-fees%
Fees
Fund Fees%
at PM Assets
Sharing %
Assets_______ 

Fund A

Fund B

Fund C etc.
________







___________











TOTALS
$XX.XX mil. 







$XXX,XXX.00


$XXX,XXX.00

Add total per participant fees (if any) assuming _____ participants






$XXX,XXX.00










Add any other fees (if any; specify type)










$   XX,XXX.00




















Total fees based on _____ participants and post map assets






$XXX,XXX.00
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