4.4.2 Section 2 – Questions.  

Please provide a full but concise response to the following questions. 

a. If you are hired, will you acknowledge in writing that you have a fiduciary obligation, comparable to those defined by ERISA, as an investment advisor to the VPIC while providing services described in this RFP?  If no, please describe and explain any qualifications. 

b. Please list the total number of professionals in the firm in each of the following categories for the past three years, as of December 31.  Each person should be assigned to only one category. 

	
	2007
	2008
	2009

	DB Plan Consultants
	
	
	

	DC consultants
	
	
	

	Actuarial Consultants
	
	
	

	Other Consultants
	
	
	

	Analysts
	
	
	

	Analytical/Systems Staff
	
	
	

	Economists
	
	
	

	Marketing
	
	
	

	Firm Management
	
	
	

	Other (specify)
	
	
	


c. How many clients are assigned to each consultant?

d. Please provide a full biography/résumé for each consultant who will be assigned to the Vermont account(s).  Include biographies/résumé of other key personnel who may be involved in routine services or special projects for the system(s). Include the résumé of all proposed subcontractor staff.

e. Please provide a brief description of the firm’s compensation arrangements for professional staff, including any incentive bonuses, sharing of profits, and/or equity ownership. Specific compensation amounts need not be presented. 

f. Please list the number of institutional clients and assets the firm has serviced in a full-retainer capacity over the last five years.  (Performance evaluation services and/or project-based work alone are not considered full-retainer investment consulting relationships.) Please provide calendar-year-end (December 31) data for each year. 

	Category
	2005
	2006
	2007
	2008
	2009

	Number of clients
	
	
	
	
	

	Assets
	
	
	
	
	


g. Please list the number of full-retainer clients served by the firm (by asset size and by type) as of December 31, 2009:  
	Category/Assets
	Under $1 billion
	$1 billion to $5 billion
	Over $5 billion to $10 billion
	Over $10 billion to $50 billion
	Over $50 billion

	Public Systems
	
	
	
	
	

	Union/Taft-Hartley
	
	
	
	
	

	Corporate
	
	
	
	
	

	Foundation/Endowment
	
	
	
	
	

	Other (specify)
	
	
	
	
	


h. Please list all full-retainer clients added over the past three years.

i. Please list all full-retainer clients who have terminated their relationship with the firm over the past three years and provide a brief explanation. 

j. Describe your manager database as it relates to the manager selection process and for peer performance measurement. Is the database proprietary or purchased from an independent source?  How is the data compiled? Please describe. 

k. Describe, by size and style subgroups, how many managers are in the database.  

l. How do you verify data collected from external sources? How often is each manager reviewed/visited by your staff?

m. Describe your firm’s process for monitoring managers in the database with respect to administrative conditions such as staff turnover, mergers, and financial soundness.  How are clients kept informed of this type of information?

n. Explain how due diligence reviews are performed and at what point such reviews would be initiated.  Do you initiate or do you wait for instructions from your client to do so?

o. Explain how firms enter your search universe.  How do they "get a foot in the door" of your database?  Are there special considerations for considering the use of simulated data?

p. Please provide an explanation of how your firm will assure compliance with various statutes, rules, regulations and administrative bulletins relative to procurement in Vermont.

q. Describe the process of establishing benchmark performance targets for a plan and how that selection relates to the benchmark for individual investment managers.

r. How do you monitor and evaluate manager style or strategy drift? Please describe the process.
s. Please provide a sample standard investment manager search report, including analysis, and the recommendations to hire.

t. What factors would your firm consider in making a recommendation to terminate an investment manager?
u. Provide an example of a written recommendation to terminate a manager that you have made within the last year.  Include copies of supporting documentation you provided to your client.

v. What factors do you consider to be critical in reporting performance?  Describe the content and format of your performance reports.  Describe the sources of data utilized for evaluating clients’ performance.  How are fund contributions and withdrawals incorporated into performance and other analyses?

w. Are all performance reports compliant with industry standards? Please describe how this is monitored.  How is reporting data reconciled with the investment managers and the custodian?

x. What is the anticipated availability date for each report after quarter end? How much flexibility is there in your reporting format?  Can reports be customized at the VPIC’s request?  Within what time. Can requested changes in reporting be made; i.e., at the beginning of the relationship only, or anytime changes are needed?

y. Please provide samples of your performance reports.  Do you have the ability to customize reports for your clients?

z. Please include as exhibits sample copies of the following:
1.    manager search book

2.    manager due diligence report

3. 
research report

4. 
quarterly performance review

aa. Discuss in detail the theory and methodology of the asset allocation models your firm employs.  How do you develop asset class assumptions?  Provide a sample asset allocation report.

ab. How do you factor in the characteristics of plan liabilities in your asset allocation analysis?  Provide a sample asset/liability study. How frequently do you recommend that these be completed?

ac. Describe your role in implementing manager transitions and/or rebalancing strategic asset allocation targets.

ad. Outline your process for maintaining a continuous review of investment policy, asset allocation, and portfolio structure. 

ae. Explain your perspective relating to the following and how they are integrated into your risk management strategy: 

1. Risk budgeting

2. Liability Driven Investing

3. Factor analysis (credit, inflation, economic growth, etc.)

4. Risk Parity 

5. Scenario analysis (what if?)

6. Stress Testing
7. Monte Carlo simulation
8. Value at Risk analysis (VaR)

9. Hedging overlays

10. Other (specify)

af. Have you created a risk model that utilizes any or all of the above that is used by any of your clients? If yes, please describe. 

ag. Describe your firm's philosophy regarding strategic versus tactical asset allocation.

ah. What role do the following play in your firm's general view of the asset allocation process for your clients?

1. Passive vs. active management

2. Commingled vs. separate accounts

ai. Describe any style preferences and your perspective on how the following are best suited for public pension portfolios:

1. Value vs. growth investing

2. Large vs. small cap investing

3. Non-US investments

4. Emerging markets investments

5. Real estate

6. Private equity

7.  Hedge funds

8. Derivative investment vehicles

9. Commodities 

10. Economically Targeted Investments

11. Other.

aj. VPIC currently invests in real estate, global asset allocation, and risk parity products, but has little or no assets in other alternatives such as hedge funds or private equity, and has not made a decision relative to expansion into these asset classes.  Discuss the role of alternative investments within a public pension portfolio.  Do you have clients using alternative investments?  If so, identify and describe your expertise in alternative asset classes.  How does your firm assist in the design, implementation, and monitoring of such an investment program?.  Do you have staff dedicated to researching this asset class?  Describe the elements of a due diligence process for assessing the merits of alternative investments and ongoing monitoring. 
ak. Describe your experience in conducting analyses of custodians.  Include a sample report.
al. For how many clients has your firm presented education workshops during the past two years?  Please describe the content of these workshops.

am. Describe what you see as your role in the area of general guidance and direction to staff and the VPIC and any subcommittees.

an. Does your firm provide an on-line resource library with a variety of perspectives on investment topics? Please explain what resources are available to VPIC members and interested parties.

ao. The unprecedented economic and market events of the past two years have had a significant impact on public pensions. Describe how these have impacted your methodologies as they relate to asset allocation, portfolio risk management, investment manager due diligence, compliance monitoring, securities lending, and any other investment topics you believe relevant.

ap. If your firm was selected as the investment consultant, briefly describe how VPIC would transition to your firm.  Include a discussion of your handling of historical transaction and/or investment performance data.  Please provide at least one reference (name, fund name, address, phone, e-mail) of a recent client of yours whom we can contact regarding the transition process.
aq. Please describe your emergency business continuity, disaster recovery, and backup office/computer system plans.  Have you ever had to activate any parts of the plan? Describe the effectiveness of the plan and any post-activity modifications to that plan.  
