4 Proposal Preparation

This section sets forth the format that must be followed by bidders in developing their proposals in response to this RFP.  The instructions provided and format requested for bidder proposals are designed to ensure a clear and complete understanding and comprehensive evaluation of each proposal.  There is no intent to limit the content of the proposals or to inhibit a presentation other than in the bidder’s favor.  

4.1 Proposal Acceptance

The bidder is encouraged to include additional information or data as may be appropriate or to offer alternate solutions.  However, the bidder should not exclude from their proposal any portion requested in this document.  Proposals that vary materially from this prescribed format may be judged non-compliant and withdrawn from consideration.

The bidder must understand that the State will view the degree of compliance with this section as an indication of the degree of cooperation to be expected from the bidder in working with the State after the contract is awarded.

4.1.1 Proposal Packaging and Required Copies

Cost Proposals (Part IV below) must be packaged separately from Technical Proposals (Parts I, II, and III below) and sealed in a separate envelope, so labeled.

Bidders must submit FIVE (5) bound copies of their proposals as well as one (1) CD-ROM containing the appropriate Microsoft Word 2000, Excel 2000, and Project 2003 files to comprise a full proposal set.   In addition, the bidder must provide one (1) unbound master copy of the technical proposal and one (1) unbound master copy of the cost proposal, each packaged separately.

We point out that the requirement for separate Cost Proposals actually doubles the above numbers.  

The information in the table provided below must appear on the title page of each copy of each proposal, on the CD-ROM label, and on the outside of the packages in which they are shipped (if proposals are shipped by overnight courier, the title sheet may be affixed to the package inside the courier’s packaging material):

Contents of Response Cover Page

	RFP title:    STABLE VALUE INVESTMENT MANAGEMENT SERVICES RFP

	RFP section: 
Technical or Cost

	Closing date and time for submission of proposals:    Monday, April 16, 2012  4:00 pm

	Name, address, e-mail, and (voice) telephone number of firm submitting proposal


Proposals must be addressed for this RFP to the point of contact identified in Section 1, Single Point of Contact.
Bidders are to organize their proposals into four parts with a cover letter and other administrative information as follows:

	Part I – Administrative
	Cover page 

Cover Letter as described below

Tax Certificate

Table of Contents

	Part II 
	Bidder Information

	Part III 

	Technical Approach

	Part III 
	Bidder References

	Part IV (to be packaged separately)
	Cost


The following subsections describe the required content of the bidder’s proposal.

4.2 Bidder’s Proposal Part I -Administrative Section

In addition to the cover page and table of contents, the items that need to appear in the Administrative Section of the proposal are described below.

4.2.1 Cover Letter

The response should contain a cover letter and introduction, including:  the company name and address, and the name, e-mail address, and telephone number of the person or persons authorized to represent the respondent regarding all matters related to the response.  The cover letter must contain the following statement:

“We have read the State’s Request for Proposals (RFP) for STABLE VALUE INVESTMENT MANAGEMENT SERVICES and fully understand its intent.  We certify that we have adequate personnel, equipment, and facilities to provide the State’s requested services that we have indicated we can meet.  We understand that our ability to meet the criteria and provide the required services shall be judged solely by the Office of the State Treasurer.”

A person authorized to bind the firm to all commitments made in its response shall sign this letter.

In addition, the cover letter must certify that:

1. The response is genuine, and is not collusive or a sham.

2. The response is not made in the interest of or on the behalf of any person not named therein.

3. The bidder has not directly or indirectly induced or solicited any person to submit a false or sham response or to refrain from submitting a proposal.

4. The bidder has not in any manner sought by collusion to secure an advantage over any other respondent.

5. The bidder has thoroughly examined the RFP requirements, and the proposed fees cover all the services that the State has requested.

6. The bidder acknowledges and accepts all terms and conditions included in the RFP.

7. The bidder agrees to provide services in a manner acceptable to the State, and as stipulated in the RFP and subsequent contract. 

8. The bidder and key professionals do not have or anticipate a potential conflict of interest with the Office of the State Treasurer or the Boards of Trustees of the VSERS, the Vermont Municipal Employees Retirement System or the Vermont State Teachers Retirement System.

9. The bidder and key professionals do not accept fees and derive no benefit from relationships with any persons involved in the RFP.

10. The bidder has completed and submitted, with the RFP response, the Vermont Tax Certificate, provided in this RFP. 

11. The bidder has submitted financial information. Publicly owned businesses agree to provide their most recent annual report, current balance and income statement, and D&B report. Privately owned businesses agree to provide company financials. Proprietary and/or confidential materials must be marked accordingly.   

4.2.2 Tax Certificate

This certificate appears on page 3 of this RFP and must be completed and submitted with the response to the RFP.

4.2.3 Requested Documentation and Contracts

Please provide bidder-required contracts or documentation, such as disclosure documents, Subscription Agreements, Trust documentation, etc., which relates to the proposed commingled product.  Any such documentation shall be appended to the Standard State Contract and the terms and conditions must be negotiable or otherwise acceptable to the State.
4.3 Bidder’s Proposal Part II – Bidder Information

4.3.1 Section 1 – General

In this section, the bidder shall provide basic information about its firm and staff, including the following:

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. Has your firm undergone any restructuring or had any major organizational changes during the past five years?  Do you anticipate any ownership or organizational changes during the next twelve (12) months?  If so, 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. For each of the last fiscal five years, provide the following information regarding the firm’s stable value investment professionals (i.e., those individuals involved in portfolio management and/or research):  

	Year

Ending June 30
	Key Investment

Professionals

Joined
	Key Investment

Professionals

Left
	Total Stable Value Investment

Professionals

	2011
	
	
	

	2010
	
	
	

	2009
	
	
	

	2008
	
	
	

	2007
	
	
	


7. 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. 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. Please provide information regarding whether your firm has had any regulatory, state, or federal agency investigations within the last five years.
8. Please provide the number of public fund clients in the stable value product your firm is proposing.

9. Please state the percentage of the proposed fund the combined five largest clients comprised as of December 31, 2011, 2010, 2009 and 2008.
10.  Provide the total amount of assets under management as of December 31, 2011 within your firm’s stable value-oriented mandates and also segregate (if applicable) the stable value product that your firm is proposing using the format below.

	Assets
	Public
	Corporate
	Foundation/

Endowment
	Taft-

Hartley
	High Net

Worth
	Foreign
	Other

	Total Stable Value
	
	
	
	
	
	
	

	Proposed Stable Value Product
	
	
	
	
	
	
	


11. Provide a breakout of the total assets under management (AUM) as of December 31, 2011
	
	Percent
	Assets ($BN)

	Retail
	%
	$

	Institutional
	%
	$

	Totals
	100%
	$

	Stable Value
	%
	$

	Traditional Fixed Income
	%
	$

	Equity
	%
	$

	Other Asset Classes
	%
	$

	Totals
	100%
	$

	Total AUM Assets
	$


4.4 Bidder’s Proposal Part III – Technical Approach

This part of the bidder’s proposal shall address the following:
Include a statement in the bidder’s own words of the overall nature of the services requested in this RFP and a narrative of how it will provide the requested services identified in the RFP. The narrative should address all services outlined in the “Scope of Services” and should be prepared simply and economically, providing a straightforward and concise description of the bidder’s philosophy, services, and qualifications.
Section 2 – Questions

Please provide a full but concise response to the following questions. If you are proposing more than one product, please complete a separate section for each proposed product.
Investment Management Services:
1. If selected, will you acknowledge in writing that you have an obligation as an investment management fiduciary of the plan for the duration of the contract, acting solely in the interest of the plan participants and beneficiaries?
2. What is your firm’s investment philosophy and approach?  What investment guidelines are outlined in the proposed stable value fund? What investment guidelines would you propose?  Provide attachments as needed.
3. Describe your firm’s experience in managing the fixed income portion of stable value funds.  
4. How would you manage this account differently than your typical Investment Grade fixed income account?
5. Complete the following table regarding exposure to various fixed income market segments and instrument types in the proposed product.
	% of Total Fund Assets Invested in:
	Policy Min
	Policy Max
	Current (specify date)
	Average Credit Quality
	Average Duration

	Corporates
	
	
	
	
	

	Governments
	
	
	
	
	

	Mortgages
	
	
	
	
	

	Non-Investment Grade Bonds
	
	
	
	
	

	Non-Dollar Bonds
	
	
	
	
	

	Derivatives:
	
	
	
	
	

	Futures
	
	
	
	
	

	Options
	
	
	
	
	

	Currency Forwards
	
	
	
	
	

	Other (Specify)
	
	
	
	
	

	Average Duration
	
	
	
	
	

	Average Portfolio Quality
	
	
	
	
	


6. Describe how portfolio duration and maturity structure would be determined? What is the target duration for the total fund, and why?

7. For your existing products, did portfolio duration and underlying strategies changed significantly during the recent credit crunch and economic downturn? What lessons were learned and how would they apply to the State’s portfolio?
8. Has your firm modified the structure of underlying market value strategies in response to pressure from wrap providers (i.e., reducing duration or RMBS exposure)?
9. What specific factors (duration management, yield curve positioning, sector selection, security selection, asset allocation, maturity structure) are integral to the portfolio construction process? What is the relative importance of these factors? Discuss the quantitative and qualitative processes utilized in portfolio construction.
10. Describe your buy/sell disciplines, including but not limited to factors that dictate your buy/sell decision, valuation approaches and circumstances that would cause your firm to deviate from these disciplines. 

11. Describe the sources and processing of information used to manage the portfolio. What are the sources of information for this product?  How are they unique?
12. Illustrate the investment process in a flow chart identifying the decision making steps, decision makers and outcomes. 
13. Describe your ability to interact with plan third party administrators and custodians.

14. Discuss how you would handle daily liquidity needs.  
15. Describe your risk management process, including key individuals and tools used. How is portfolio risk defined, managed and monitored?  Describe the risk controls used in the portfolio construction process (credit risk, yield curve risk, interest rate risk, default losses, debt option risk, liquidity risk, etc.). Describe any risk measurement models used and how this analysis is incorporated in the portfolio management process.

16. Do you use cash as a method of risk control?  Indicate how much cash is generally held in the portfolio.
17. Describe your firm's brokerage policies relating to this fund.  Is your firm or its parent or affiliate a broker/dealer?  Does your firm trade for client accounts through this broker/dealer?  If so, state how much trading, and the reason for trading with this related party.
18. Discuss your policy regarding, and current use of, “soft dollars”, directed trades and recapture programs’ soft dollars.  What services are purchased with soft dollars?  Attach a copy of your soft dollar policy.
19. Discuss any liquidity restrictions you would impose on State participants who invest in this stable value product (e.g., equity wash).
20. Describe the client-directed termination requirements of the proposed mandate.  Is there any expectation of additional requirements to be added in the next 12 months?

21. Discuss in detail the transition plan for moving assets from the existing Stable Value Fund to your proposed investment strategies.  What issues, if any, may be encountered with the transition?  Include discussion on the account’s current fixed income portfolio, wrap provider relationships, and other relevant information as appropriate.
Wrap Services:
1. Describe how you use wrap contracts for your proposed investment product. Discuss if you wrap the entire portfolio, utilize step up provisions, use experience rated or experience rated wrappers and the rationale for your proposed approach. 
2. Please provide your current list of wrappers for this fund, their credit ratings and insurer financial strength rating history for the last five years. Include ratings from A.M. Best, Moody’s Investors Service, Fitch, and Standard & Poor's. 
3. Discuss your wrap contract philosophy and provisions you deem important.  What wrap provider contract provisions have you negotiated that differentiate your firm from other stable value providers?  Have you negotiated book value corridor provisions in contracts?  If so, address the typical percentage of the contract balance that would be paid at book value.

4.  State the percentage of coverage provided by each wrapper for the proposed product. 
5. Describe your firm’s approach with regard to diversification of wrap managers.  Has this changed with the changes in the market environment over the last several years? 
5. Has your firm experienced any difficulties in accessing wrap capacity in the past five years?  Describe how your firm is adapting to a constrained market for wrap providers.  Explain what competitive advantages you have in securing wrap coverage at favorable terms.  Note any changes in wrap structure anticipated over the coming 18 months.
6. Do you have step-up provisions with your current wrap providers?  If so, do you believe that wrap providers will continue to agree to these provisions in the future?
8. Describe your firm’s quality standards review process for wrap products (insurance companies and banks).  Include in your reply:
a. Steps you take to evaluate the financial strength of the insurance companies (capital ratios, financial ratings, invested assets, capital & surplus, etc.) to assess liquidity and credit risks
b. How frequently are reviews conducted?
c. What other review and due diligence steps are taken?

d. Do you review wrapper contract terms to ascertain the plan is not exposed to undue risk, including withdrawal risk?

e. Specific analysis of wrap providers proposed for the fund

9. If a wrap provider were to default or become impaired, describe your remediation steps. Describe the frequency of wrapper defaults for portfolios managed by your firm. 

10. How would decisions on changes to wrap contract configuration be made? Describe your understanding of the role of the State and the Trustee boards in this decision. 
11. If the proposed stable value arrangement or wrapper is to be issued or guaranteed by the investment firm, its parent, or an otherwise affiliated company, describe steps taken to insure, to the State’s satisfaction, that conflicts of interest do not exist and that the fiduciary duty of the investment manager is not impaired. 
12. Discuss the procedures used to develop the crediting rate and provide the formula for the proposed crediting rate.  Has this procedure changed within the past five years?
13. What is the current crediting rate and the underlying yield on investment? If these differ by more than 50 basis points, why? When do you expect the crediting rate and yield to substantially correspond?

14. In addition to guaranteeing principal, are you willing to guarantee that participants will receive a minimum percentage return on investments in the Stable Value Fund?
a. Yes {   }    No {   }
b. If so, indicate the maximum return that you are willing to guarantee: ___________

15. How often is the crediting rate reset?
17. Please provide the historical crediting rate for this fund for the past seven years.  
20. Describe any restrictions to individual participant withdrawals made under your plan rules. 
21. What events resulting in withdrawals are not covered at book value? Include your policy on employer initiated events that trigger a payment other than book value and list the type of events included in this group.  
22. For the period ending December 31, 2011, provide the average market-to-book value ratio of your stable value composite including dispersion within the composite for the past five years (quarterly values).

23. Discuss wrapper diversification and wrap fee pricing.  What competitive advantage does your firm possess that will result in the most favorable wrap pricing?
24. Describe your process for payout of the assets up to the 12 month put limit.  
· Section 3 – Proposed Value-Added Options – The State will consider any option proposed by the bidder as a value-added option that will substantially reduce costs, and improve efficiency of operations.  This Section is optional (but desirable) in the bidder’s proposal.

· Section 4 – Assumptions and Exceptions – Identification of all assumptions that the bidder made in preparing its proposal as well as any exceptions that the bidder takes with regard to the requirements expressed in the RFP. This section must contain a list of all assumptions and exceptions, with a cross-reference to the specific section of the RFP to which the assumption or exception applies. 

4.5 Bidder’s Proposal PART III – Bidder References

The bidder shall provide a minimum of three (3) references. At least two must be for public sector clients.  For each reference, the bidder must include the name, address, e-mail address, and telephone numbers of individuals qualified to provide information from both the management and technical viewpoints.  For each reference, the bidder must specify:

· The length of time during which services were performed;

· A description of the specific services provided;

· Project statistics such as size of funds, number of investment types, number of indices, etc.

4.6 Bidder’s Proposal PART IV – Cost

A. Please provide your proposed fees in the attached schedule:

	Cost proposal  Stable Value Fund Composition

	Fee type
	Category
	Detail
	Fee(bps)

	Investment Advisory
	Overall Stable Value fund management
	Fixed income management fee
	 

	 
	Overall Stable Value fund management
	Cash buffer
	 

	 
	Other (specify)
	
	 

	 
	Other (specify)
	 
	 

	Operating
	Benefit Responsive Contracts
	Wrap fees
	 

	 
	Benefit Responsive Contracts
	Other (specify)
	 

	 
	Other (specify)
	 
	 

	Total Fees
	 
	 
	 


Once a manager has been selected, negotiations of the fee may become necessary in order to account for the size of funding, the increments of funding, and any clarification.  In no case will the negotiations result in a fee, which is higher than the fee contained in the proposal.  

B. Additional Fees:

Please provide a fee quote for any services, if any, that would not be covered in the fees proposed in part A above. Please state as flat fees or hourly rates. Flat fees and/or hourly rates must be all inclusive of all administrative, travel, labor and incidental costs. 

Service
_____________________ 

$ __________

Service_____________________ 

$ __________

Service_____________________
 
$ __________

C. Additional Information:

Please provide any additional information that may assist us in more clearly understanding your proposed fee. This might include any combination of discounts for award by more than one board.

NOTE: This part of the proposal must be bound separately and sealed in an envelope separate from the technical proposal and be labeled “Cost Proposal.” Cost information is NOT to be provided in any other part of the bidder’s proposal.

5 Bidder Evaluation and Selection Criteria

5.1 Bidder Evaluation

The Office of the State Treasurer will conduct a fair and impartial evaluation of the proposals received in response to this RFP.  

Fees and compensation will be an important factor in the evaluation of responses.  However, the Office of the State Treasurer is not required to select the low-cost bidder, but may select the bid that demonstrates the “best value” overall, including proposed alternatives, and that meets the objectives of this RFP.  The Office of the State Treasurer reserves the right to negotiate a change in any element of contract performance or cost identified in the RFP.

	Evaluation of Proposals

	A.  RFP Understanding 

Approach 

Clarity

Creativity of proposal 

Responsiveness to Scope of Services and ability to provide requested services

	B.  General Experience and Qualifications of Firm

Experience

Assigned personnel

Any other resources assigned to State

	C.  Regulatory Compliance and Independence 

	D.  Cost


The Office of the State Treasurer reserves the right to seek clarification of any proposal submitted, request oral presentations and to select the proposal considered to best promote the public interest.

The State of Vermont is conscious of and concerned about collusion.  It should therefore be understood by all that in signing the bid and contract documents they agree that the prices quoted have been arrived at without collusion and that no prior information concerning these prices has been received from or given to a competitive company.  

Note: Cost proposals will be opened and reviewed only for those bids that meet the established minimum technical thresholds. 

