INTRODUCTION


With the growing popularity of defined contribution plans, especially 401(k) plans, has come a corresponding increase in the number of companies offering administrative, recordkeeping and investment management services to plan sponsors.  Concurrently, the array and pricing of plan services, such as investment offerings and educational programs has changed dramatically.  As a result, the task for plan sponsors of evaluating and/or selecting a service provider has become increasingly complex and time consuming.

The Society of Professional Administrators and Recordkeepers (SPARK) recognized the need to help plan sponsors with this issue and set out to develop a tool for preparing and evaluating Requests for Proposal (RFP) that would assist companies in this important task.  The Society is also promoting widespread use of this tool to enable service providers to prepare consistent responses to the requests of plan sponsors, resulting in reduced response time and more accurate evaluations.

This package is designed as a comprehensive guide, which may be used with or without the assistance of a consultant, to simplify the service provider selection process and make it more effective.  It may not be appropriate for every plan sponsor, however.  Users are encouraged to modify the guide, as necessary, to fit their particular needs.
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How to use

the Request for Proposal (RFP) Package

rfp guide

how to use this document

WHO SHOULD YOu USE THIS GUIDE?
The guide is geared primarily for companies that already have a plan and have made a decision to change providers or want to thoroughly evaluate the available resources in the marketplace.  That is not to say that a company who is looking to establish a defined contribution plan would not benefit from using this package.  The company must determine if the required time and effort are worth the benefit when compared to purchasing an “off the shelf” package of services.

HOW TO GET STARTED

Changing a service provider for a defined contribution plan is a major event and should not be considered lightly.  A company may decide to change its plan for several reasons:


unhappiness with the current provider(s),


to outsource more services,


to reduce costs, or


to meet other management-driven objectives.

Before moving ahead, these issues should be discussed with the current service provider(s) to confirm that they cannot adequately be addressed without a time-consuming and disruptive change.  If a decision to change is made, however, there are several initial steps that should be taken before beginning the service provider selection process.  Among the issues to be resolved:


Who in the company should be involved in the evaluation and selection process 

(HR, Finance, Payroll, other departments)?


Exactly what is desired or needed from a new provider and/or plan?


How much is to be outsourced and how much will be handled internally?


How adequate are internal resources?


Is an outside consultant needed?  (Using a consultant will be more expensive, but may be warranted if the plan sponsor wants to reduce search time, wants access to broader expertise than is available internally, has limited staff for managing the process, or wants a completely independent outside evaluation)

The next suggested step should be the creation of a Request for Information (RFI), which will help narrow the ultimate list of providers to be evaluated.  An RFI is a preliminary screening tool that helps identify from a large initial list just those providers which have the interest and qualifications to meet the plan’s specific needs.

The RFI should briefly tell potential providers about the company and supply pertinent plan information; explain why a change is being made and what specific services are needed; ask general questions about the providers’ capabilities, background and current client make-up; and, finally, lay out the proposed time frame for the evaluation, selection and installation process.  (This may be 6-9 months, including 3-4 months for the conversion alone.) Once this is completed, a list of potential providers should be developed.  Possible sources to identify candidates include the SPARK member companies list and trade journals including Pensions & Investments, Institutional Investor, Plan Sponsor Magazine and Employee Benefit News.
The RFI typically is sent to as many as 30 service providers. Some of them may not be interested in submitting a proposal, and an evaluation of the remaining responses will exclude several others.  A final list for the RFP mailing should be made.  Typically, it would identify about 10 to 15 service providers.  Once the final list of providers is compiled, it is time to mail the RFP.

UNDERSTANDING THE RFP

The attached sample RFP was developed to serve as a thorough guide for plan sponsors in the selection and evaluation of potential service providers.  It also was designed to stimulate a thought process for plan sponsors which would help them better understand their needs.

Most sections of the RFP have an introduction to explain the purpose of that section.  The introduction is for your information and should not be part of the RFP release.  However, there are some general guidelines to remember.

1)
The key to an effective selection process is information.  The more information the plan sponsor has about potential providers, the better the ability to choose the best one for its needs.  Similarly, the more information the service provider has about the make-up and needs of the plan and the structure and size of the company, the more accurate and direct its responses to an RFP will be.

2)
Considerable time went into the development of the questions in the RFP.  However, they may not address the needs of every plan sponsor.  Users should add or delete questions based on the importance of specific issues to them.

3)
It may not always be clear why a specific question is on the RFP or what use the information it generates will have in the selection process.  In these cases, we recommend including the question anyway.  If, after evaluating the responses, it still is not clear, then contact SPARK headquarters for further assistance.

GLOSSARY

The following pages contain a glossary of words, terms, and phrases with which you may not be familiar.  These words, terms, and phrases are used in various parts of this document and you should become familiar with them.

ADP/ACP - two non-discrimination tests — actual deferral percentage test (ADP) and actual contribution percentage test (ACP) — which are used to ensure that no plan discriminates in favor of highly-compensated employees in the areas of contributions and benefits.

Alpha - a mathematical estimate of the amount of return expected from an investment’s inherent values, such as the rate of growth in earnings per share.

12b-1 fee - a fee (named for a Securities and Exchange Commission rule) imposed within a mutual fund which is used to pay for fund marketing costs, such as advertising, sales material and commissions.

Annualized return - a mathematical means of expressing a rate of return for a period greater or less than one year in terms of twelve months.

Average duration - a measurement used in the determination of price volatility to changes in interest rates of fixed income securities.

Average maturity - the mean average of time based on the due date of each debt instrument in the fund.

Average yield - expressed as a percentage, it represents income return on a portfolio of investments for a twelve-month period.

Beta - a mathematical means of measuring a stock’s relative volatility in relationship to the rest of the stock market.

Black-out - a period of time during the conversion period, where certain plan actions are not permitted to occur because insufficient information is available to process the requested action.  Normally, a black-out period is imposed at the beginning of a plan conversion and lasts until individual participant account records and assets are reconciled by the recordkeeper.

Credit quality - an assessment of the factors that determine the financial soundness of the fixed income security and used in the determination of Grade.

Discrimination Testing (ADP/ACP) - see ADP/ACP above.

ERISA - the Employee Retirement Income Security Act of 1974 (ERISA) is an act of Congress encompassing both Internal Revenue Code provisions and Department of Labor provisions.

Fiduciary - any person who has discretion or control over a plan’s assets or who has discretionary authority for managing the plan.

404(c) - a section of ERISA which provides relief to plan fiduciaries from some fiduciary responsibility for plan investments if participants have a certain amount of control over the assets in their accounts.

Grade - a letter ranking system which identifies the potential risk of default of a fixed income security.

In kind - benefit distribution in actual shares of stock.

Individually designed plan - a plan tailored specifically to meet the needs of the plan sponsor.  No pre-approval by the IRS exists.  For approval, the document must be submitted by the plan sponsor’s legal representative.

Investment philosophy - the underlying concepts to be employed by the portfolio manager in managing the fund.

Investment strategy - the method by which the portfolio manager manages the fund in the attempt to fulfill the fund’s investment objective.  This would include identifying the types of investments to be held in the portfolio at any given point in time.

IRC 415(c) limitations (25%/$30,000 limits) - the overall maximum limits on contributions and benefits with respect to participants.

Monitoring of elective deferrals (402(g)) - the limit on the amount of elective deferrals a participant may exclude from current taxation.

Offset to expenses - there is potential for certain types of savings resulting from the elimination of duplicate expenses by the organizations involved in the alliance or joint venture.  These savings may be passed on to the plan sponsor in the form of reduced (offset) expenses which would otherwise be incurred had the organizations been retained on an individual basis.

Participation testing (401(a)26) - a minimum participation requirement where each plan must benefit the lesser of 50 employees or 40 percent of all employees of the employer.

PIN - a Personal Identification Number (PIN) is a security measure used to limit access to account information to an authorized individual.

Prototype plan document - an Internal Revenue Service-approved plan sponsored by a bank, insurance company, mutual fund or other organization approved by the IRS that is made available for adoption by a client of the sponsoring organization.

Qualified Domestic Relations Order (QDRO) - a judgment, decree or other order made pursuant to a state domestic relations law that creates a right for an alternate payee to receive some or all of a participant’s benefit in a qualified plan.

R2 - indicates the accuracy of alpha and beta.  This figure is normally used to identify funds which react differently to the market in order to add diversity to their portfolio.

Required Minimum Distributions - provisions requiring the distribution of at least a minimal amount of retirement benefit based on the age and life expectancy of the employee and his/her beneficiary.

Sector breakdown - the identification of securities within a fund by major industry classifications (examples:  utilities, energy, finance).

SPD - a Summary Plan Description (SPD) is a written description of the plan designed to provide a participant or a beneficiary with a detailed yet understandable overview of how the plan works.

Standard deviation - indicates the volatility of a fund’s total returns.  Unlike alpha, beta and R-squared (R2) which rely on a fund’s relationship to the market, the standard deviation is fund specific.

Top heavy testing (416(c)) - testing which will identify whether more than 60% of a plan’s benefits are for key employees and if so resulting in the acceleration of vesting and minimum benefits or contribution standards.

Yield to Maturity - the rate of return on an investment that accounts for the cash difference between a bond’s purchase price and its maturity value, as well as the interest received from owning the bond.
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Plan Sponsor

Introduction,

Background,

& Plan Details
Introduction, Background,

and Plan Details

When submitting a questionnaire to a prospective service provider, it is essential that the provider have sufficient information to put together a comprehensive response.  Therefore, it is in your best interest to include the information identified in this module as part of the RFP package.

When providing information, in order for the responding organization to fully understand and to completely respond to the questions you ask, it is essential that you disclose certain information such as:

•
why you are seeking proposals (whether you have a new plan to be set up or if you desire to change service providers),

•
what problems and/or issues you are trying to solve,

•
what the decision-making structure is within your organization,

•
what the key factors are which will affect the decision as to whom to select or whether a change will be made,

•
what types of organizations are being considered in the search,

•
whether you prefer to have all services provided by one organization or to have different organizations provide different services to you and your plan participants,

•
whether you have any initial preferences or biases toward a potential provider, and

•
what the time frame is for you to make your decision as well as the implementation time schedule to establish the start-up plan or to initiate the conversion process to the service provider.

While the RFP package appears to require a lot of detail, the more information you provide, the more detailed and definitive information you will receive.   Ultimately, it will simplify the analysis effort and selection process, resulting in a better decision.

GENERAL PLAN SPONSOR INFORMATION

1.
Plan Sponsor Name

2.
Address

3.
Location of Headquarters, if different than above

4.
Contact Person to answer questions

5.
Type of Business

6.
If applicable, identify whether your organization is part of a controlled group or an affiliated service group.

GENERAL PLAN  INFORMATION

1.
Type of plan(s) (i.e., 401(k), Profit Sharing, Money Purchase, Thrift/Savings, Combination)

2.
Name of plan(s)

3.
Who has the investment discretion on the assets and contributions (Plan Sponsor/Trustee or Participant)

4.
Type of current plan document (Prototype, Individually designed)

GENERAL PLAN OPERATIONAL INFORMATION

1.
Number of payroll locations

2.
Explain frequency of data remittance and number of sources (consolidated versus multiple)

3.
Current method of data remittance: Paper, Disk, Tape, Modem, On-line

4.
Current method of contribution remittance: Check, Bankwire, Automated Clearing House (ACH)

GENERAL PLAN INVESTMENT INFORMATION

1.
Amount of existing assets and as of what date

2.
Breakdown assets by asset class and investment vehicle

Fixed: 
Name of each provider


Total assets


Type of product:
Single Guaranteed Investment Contract (GIC), GIC Pool Fixed Interest Annuity, Series of GIC’s (List Month/Year of GIC Maturities, if applicable, and Amount Maturing)

Variable:
(Money Market, Bond Funds, Stock Funds, Balanced Funds, etc.)

Other: 
(Company Stock, Limited Partnerships, etc.)

3.
Identify any investment vehicle which cannot be made liquid or which you do not intend to liquidate.

4.
Identify investment limitations (i.e., Company Match is made only to Company Stock Option, etc.)

5.
Identify any liquidation fees (surrender charges, deferred sales charges, termination fees, etc.) and amount(s) if known.

GENERAL PLAN CONTRIBUTION INFORMATION

1.
Amount of annualized contributions (Breakdown by employer and participants, if applicable)

2.
Identify prior year breakdown of cash flow into each investment vehicle (Provide gross & net if available)

3.
Employee data (Number of employees, eligible employees, active participants, inactive participants)

4.
Number of locations

5.
City/State of each location and number of employees at each

CURRENT PLAN ADMINISTRATION INFORMATION

1.
Plan operation information:

Name of current recordkeeper

Name of current Trustee(s): external or self-trusteed

2.
Loan information, if applicable:

Number of outstanding loans

Amount of outstanding loans

Number of new loans per year (Avg.)

Minimum loan amount

Number of loans a participant may have at one time

Current loan fees (set-up and annual maintenance)

GENERAL INFORMATION

1.
Identify any unique features of the plan which must be considered or unique requirement of the plan sponsor.

2.
Provide a copy of the following:



Plan Document with current amendments



Summary Plan Description



Adoption Agreement, if applicable

3.
At some point in the provider search, each potential service provider will be looking for a copy of the following:

Latest 5500 Filing
Copy of each GIC Contract

Current Trust Document
Most Recent Valuation

Latest Plan Testing Data


(ADP/ACP, Top-Heavy, etc.)

Providing the general information as early in the search process as feasible will provide the opportunity to obtain clear and distinct responses and information for evaluation purposes.
This Page Intentionally Left Blank. 
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Request For Proposal

Questionnaire

Request For Proposal
Organization and History
This information will help you get a feel for the service provider as an organization.  What type of structure and operation do they have in place?  How do they operate compared with your current provider and others you are evaluating?  Are they used to working with companies like yours (similar plan type, size, etc.)?

1.
Please provide the name(s), title(s), address(es), telephone and fax number(s) of the individual(s) responsible for responding to this request.

2.
Provide a brief overview of your company and history of your organization including an organizational chart.  Please describe any parent/subsidiary/affiliate relationships.

3.
Describe your organizational philosophy/approach to client services.

4.
Are you currently participating in any alliances or joint marketing efforts?  If so, please describe in detail.

5.
What is the average number of clients managed by the plan administrator or team leader?

6.
What type of training is required for new employees before they work on client 
plans?

7.
How many of your employees work on defined contribution plans?  Provide breakdown by functional area.

8.
What are your client retention statistics for each of the last three years?


For those who left, what percentage left due to issues pertaining to services provided by your organization?


What is the average client relationship duration?

9.
Indicate how many years your company has been active in the defined contribution business, i.e., 401(k), profit sharing, etc.  (Indicate the period of time for each service, if different, such as investment management for X years, recordkeeping for Y years, trustee services for Z years.)

10.
Indicate the total value of assets for which you provide recordkeeping services.

11.
How many defined contribution plans do you currently administer in the following categories:

	PRIVATE 
Number of Employees
	Daily Valuation
	Other Valuations (Monthly/Quarterly)

	Under 100
	
	

	100-499
	
	

	500-999
	
	

	1,000-4,999
	
	

	Over 5,000
	
	

	Total
	
	


12.
Please provide a breakdown of the number of clients you service by plan type as a percentage of your total business:

	PRIVATE 

	Plan Type - Percentage of Total Business

	PRIVATE 
Type
	Full Service
	Investment Only
	Administration Only

	Profit-Sharing
	
	
	

	401(k)
	
	
	

	Money Purchase
	
	
	

	Thrift-Savings
	
	
	

	Combination
	
	
	

	403(b)
	
	
	

	457
	
	
	

	Other
	
	
	

	Total
	
	
	


13.
What is the total number of participants in all defined contribution plans currently being administered by your organization?

CLIENT SERVICE / QUALITY ASSURANCE
These questions will help you evaluate the company’s commitment to service standards and quality in service delivery.

1.
Please describe the team that would deal directly with us during the transition and on an ongoing basis.  Indicate staff size, experience and turnover rates.

2.
Describe the training program for your staff.

3.
Describe the training provided to us.

4.
Describe your organization’s commitment to quality.

5.
Describe your procedures for monitoring

a.
client satisfaction

b.
participant satisfaction

6.
Do you guarantee service performance?  If so, please describe.

7.
What checks and balances do you have in place to assure plan administration integrity and accuracy including participant account data?

8.
Describe your service standards.

RECORDKEEPING / ADMINISTRATION


This section helps provide a detailed understanding of the provider’s recordkeeping capabilities and how they will administer your plan.  This is an especially important section if your reason for changing providers is a lack of capability in this area.

1.
Describe in detail how your system allocates earnings.

2.
Describe in detail how your system processes contributions.

3.
Describe in detail how your system processes

a.
in-service withdrawals

b.
hardship withdrawals

4
Describe in detail how your system processes

a.
lump-sum distributions

b.
systematic payments/installments

c.
annuities

d.
rollovers to another plan or an IRA

5.
Describe in detail how your system processes Required Minimum Distributions.

6.
Describe in detail how your system processes transfers/exchanges (including frequency/limitations).  Are confirmations sent?

7.
What methods of reallocation (percent and/or dollar) do you handle?

8.
Can employer and employee contributions be tracked separately?

9.
Describe in detail your system’s vesting capability.

10.
Describe in detail how your system handles Federal and State tax reporting.

11.
Describe in detail how you administer Qualified Domestic Relations Orders (QDRO).

12.
What checks and balances do you have in place to assure transactional integrity?

13.
Do you provide an administration manual?

14.
Do you prepare 1099R tax forms and filings?

15.
Will you record keep non-proprietary investment vehicles?

16.
What other administrative services do you provide?

Company Stock (if applicable)


1.
Do you utilize unit or share accounting for a company stock fund?

2.
Explain your unit and/or share accounting methodology.

3.
What is the typical charge for commissions?

4.
What are your trust related services (such as proxy, custody)?

5.
Describe the process involved in distributing company stock in-kind.

6.
Explain additional concerns we may need to consider regarding company stock as an investment option.

7.
Will you allow us to select our own broker to handle stock trades?

8.
If the answer to question 7 is yes, what is the communication process between your organization and the broker regarding transaction activity, associated reporting, etc.?  Please explain in detail.

Regulatory Services


With constant changes in legislation and regulation affecting retirement plans, it is important that the provider have the ability to assure that your plan is in compliance with all relevant Internal Revenue Service and Department of Labor regulations.
1.
Describe your capabilities for the following:

a)
Discrimination Testing:  ADP/ACP

b)
IRC 415(c) limitations (100%/$40,000 limits)

c)
Monitoring of elective deferrals (402(g))

d)
Top-heavy testing (416(c))

2.
How do you address violations for any of the testing covered in question 1?

3.
Can you assist us in the following areas of plan documentation design?  If so how?

a)
Customized plan document

b)
Prototype plan document

c)
Customized SPD

d)
Prototype SPD

e)
Qualification submission

4.
Describe the type of legal support you provide.

5.
Do you provide either or both of the following:

a)
Information to complete Form 5500

b)
A signature-ready 5500

6.
What fiduciary responsibility does your organization assume?

7.
How will you ensure that our plan remains in compliance?

8.
How do you ensure that your recordkeeping system is in compliance with all regulations?

9.
Describe any past or pending litigation, within the last 5 years, relating to the services you are proposing.

Loans (if applicable)

Most 401(k) plans have a loan feature and, on average, 20 percent of participants have a loan outstanding.  As a result, loan servicing capabilities are important.

1.
Describe in detail your loan processing capabilities.

2.
Describe the flexibility in your loan repayment processing (i.e., additional payments, multiple loans, missed payments).

3.
How do you handle delinquent and/or defaulted loans?

4.
What responsibility do we retain for initial and ongoing loan servicing?

5.
Describe any other features and/or limitations of the loan system not detailed above (i.e., loan modeling, amortization scheduling, etc.)

REPORTING
Responses to questions in this section will help you determine how well the provider is able to assist both you and your employees in evaluating and monitoring the plan’s performance.

1.
Describe the standard package that you would provide us (provide samples).

2.
Describe any customized or ad hoc reporting capabilities.

3.
Describe your standard participant level statements and documents (provide samples).

4.
Describe your customization capabilities for participant level statements.

5.
Can reports/statements be produced on other media?  Please describe.

6.
What is the standard timeframe for providing each report after the reporting period ends?

7.
Are there any other reporting capabilities within your system not covered above?

VOICE RESPONSE SYSTEM (VRS) AND PARTICIPANT ACCESS

Since the VRS will be your employees’ primary link to the service provider, it is crucial to understand the features and capabilities of the system.

1.
Describe the services available through your voice response system.

2.
How are participant-initiated transactions processed through the VRS?  Are confirmations sent?

3.
Describe how data is secured within the system (i.e., PIN, audit trail, confirmations).

4.
Describe the level of customization available within your VRS.

5.
What are the standard hours of operation?

6.
Are there any transactions that cannot be processed through the voice response system?

7.
Is the menu easy for participants to use?  Does it include “help” information?  Please describe the structure in detail.

8.
How are operator-assisted transactions documented?

9.
Can a participant elect to move from the VRS to an operator?  When and what services are available?

10.
Can you offer participant-level PC access to plan information and/or transaction activity?

11.
Please identify your 1-800 number service standards, including response time, percentage of calls handled without subsequent follow-up, etc.  Please include for each of the last three calendar quarters, statistics related to actual performance.


• Number of calls

• Average length of calls


•
Average response time
• Percentage of calls requiring follow-up


• Call abort rate


• Percentage of incoming calls totally handled via

VRS versus 1-800 live operator assistance


12.
What training is provided to 1-800 operators before they are allowed to handle incoming calls?

13.
Do you monitor and/or tape 1-800 calls?

14.
How often is the data on the VRS updated?

Communication and Education
Because the participation rate, deferral percentages and asset allocations of employees are greatly influenced by communication and investment education, it is important to understand exactly what services are provided in this area.

1.
Briefly describe your background and experience in providing communication and education programs.

2.
Identify the key elements provided as part of a standard communication and education program package.

3.
Identify any other elements to a communication and education program you provide.

4.
Describe separately your initial and on-going communication and education program (including printed material, visits, training, etc.).  If the program is tailored to a specific plan sponsor need, identify the critical issues to be determined in designing such a program.

5.
Can material be customized?

6.
Do you provide personnel resources as part of both the initial and on-going communication and education program?

7.
Do you provide communication and education material in a foreign language?  If so, what language(s) and what material?

8.
Do you create all of your communication and education material in-house or through third-parties?

9.
Does your organization provide any services (e.g., personal questionnaires, software) that would help individual participants with financial planning?

Provide samples of initial enrollment and on-going communication and education materials.
Conversion (For existing plans)

There are vast differences in the way investments are transferred during conversions and how “black-out” periods are handled.  Your goal is to minimize the financial and market risks to employees during the conversion process.

1.
Explain your conversion process, including time frame.

2.
Is a “black-out” period required?  If yes, what is restricted or not available during that time?

3.
What involvement will be required from us during the conversion process?

4.
Do you have any limitations as to the format/media of conversion records?

5.
How are investments handled during the conversion process?

6.
How does your system handle conversion/set-ups of pre-existing loans from another recordkeeping system?


Or

Implementation (For new plans)

1.
Explain your implementation process including time frame.

2.
What involvement will be required from us during the implementation process?

Systems Capabilities and Hardware

The provider’s computer system and software is at the heart of its processing capabilities.  It is important to know how old the system is, whether it can be upgraded to employ the most current technology, and whether it has features to allow for on-line access and reporting.

1.
Describe the hardware platform and software system you use to record keep and administer defined contribution plans.

2.
Was the software developed internally, leased, or bought from another provider?  Who has the ultimate responsibility/authority to make sure the software remains current to laws, regulations, client needs, etc.?

3.
How often is the system upgraded?

4.
Describe your documented disaster recovery plan.  How often do you test your recovery system?

5.
Describe your maintenance and backup procedures including daily backups, retention timetable and off-site backup storage approach.

6.
Describe the method of maintaining plan sponsor and participant history on the system.

7.
Describe the valuation methods offered by your system.

8.
Describe any on-line capabilities that your system provides.

9.
Are internal controls of your recordkeeping system audited by an independent accounting firm on an annual or more frequent basis?  If so, please provide a copy of the most recent report.

10.
Does the system allow for plan sponsor customization/limits such as:


transfer frequency


minimum/maximum contribution percentages


withdrawal frequency


investment election changes


other

11.
Describe your system’s maximum limits with regards to the following:


investment funds


money types


loans


transfers


other

12.
Please provide ongoing transaction layouts if specific layouts are required.

Investments

There has been a steady increase in both the number and types of investment options offered in defined contribution plans.  A provider’s ability to offer a comprehensive selection that incorporates a variety of asset classes is important to assure that employees can adequately diversify and allocate their contributions, regardless of age or personal status.

1.
Discuss your organization’s ability to provide investment vehicles for defined contribution plans.  Be sure to disclose if you are providing these vehicles in-house or through external managers.

2.
To the extent we wish to comply with 404(c), how can you assist us?

3.
How long have you been providing investment services?

4.
Please identify the number and types of investment vehicles you would make available to us.  (Plan Sponsor - please identify any specific needs you have as part of this question.)
5.
For each investment vehicle identified above, provide:



• the inception date,



• the name of the investment/portfolio manager,



• a biography of the manager,



• the investment vehicle objective, 



• the investment strategy,



• the investment philosophy,


• the expense structure (including any loads, load waivers, management fees, other expenses, 12b-1 fees, fee subsidies, etc.),



• the comparative index(s) used by the manager, and



• withdrawal provisions (including restrictions on transfers).

6.
For each investment vehicle, provide the annualized return for the 1, 3, 5 and 10 year (or since inception) periods ending on each of the last three calendar quarters.

7.
For each investment vehicle, provide the annualized year-to-date return.

8.
For each equity investment vehicle, provide the top ten holdings as of the last three calendar quarters.

9.
For each equity investment vehicle, provide the sector breakdown as of the last three calendar quarters.

10.
For each income investment vehicle, provide the sector breakdown as of the last three calendar quarters.

11.
For each balanced asset allocation and/or life style investment vehicle, provide the asset breakdown by cash, stocks, and bonds as of the last three calendar quarters.

12.
For each income investment vehicle, provide the average maturity, average duration, average yield, and average quality as of the latest three calendar quarters.

13.
For each international or global investment vehicle, provide the dollar-weighted average of the investment’s allocations in each country.

14.
For the money market investment vehicle, provide the 7-day current yield as of the latest three calendar quarters.

15.
For the stable value investment with guaranteed interest, describe the current and minimum interest rate guarantees, how interest is credited, and the frequency of rate changes.  Furthermore, provide the make-up of the underlying portfolio including asset type, grade and percentage breakdown.

16.
For the pooled stable value investment vehicle, provide the structure of the portfolio by sector and maturity distribution.  Also provide the credit quality, credit quality minimum guarantee, average quality, average maturity, modified duration, liquidity percentage, and yield to maturity.

17.
For the separately managed stable value investment vehicle, describe your philosophy.
18.
For each investment vehicle, where appropriate, provide the alpha, beta, standard deviation, and R2.

19.
For each investment vehicle, articulate the investment strategy used by the manager to add value relative to the benchmark(s) identified.

20.
For each investment vehicle, identify the total defined contribution assets under management as of the end of each of the last three calendar years.

21.
If you have any additional information you would like to provide on the investment vehicles identified above, please do so as an appendix to your responses.

TRUSTEE SERVICES
Outside trustee services can provide a layer of fiduciary protection for you, the plan sponsor, and can handle miscellaneous services such as 1099 check issuance and 5500 financial reporting.

1.
Will you allow us to self-trustee the plan?

2.
Will you act as or provide availability to trustee services?

3.
Will you work with an independent trustee?

4.
If you provide Trustee Services, what are your fiduciary responsibilities?

5.
Describe “checks and balances” employed in your trust accounting system.

6.
Will you trustee outside investment funds?

7.
What is your turn-around time on check issuance?

8.
Do you process individual state tax withholding?

9.
Do you provide information to plan participants regarding options on distributions?

10.
Do you have a limit on the number of checks/wires available to participants who rollover their distributions?

11.
Do you provide consolidated year-end ERISA reports for 5500 filings?

12.
Do you maintain all loan documentation (i.e., promissory notes) as part of your files?

13.
Is your trust accounting system integrated with your recordkeeping system?

(If applicable)

14.
Will you allow us to maintain an independent GIC portfolio with your trust as custodian of the contracts?  If so, describe procedure.

References

It is important to probe both current and former clients of prospective providers regarding their experience and level of satisfaction in service areas of specific interest to your plan.

1.
Please provide 3 references of current clients who have similar plan demographics (i.e., size and plan design).  At least 1 of the 3 should have converted within the last year.  Please provide client name, contact name, address, phone number, services provided, and year they became a client.

2.
Please provide 3 references of former clients who had similar plan demographics (i.e., size and plan design).  At least 1 of the 3 should have left within the last year.  Please provide former client name, contact name, address, phone number, services provided, and year they became and the year they ceased to be a client and the reason(s).

Expenses

Because there is no uniform pricing for services, a thorough breakdown and analysis of all expenses and fees related to plan services is required.

Please attach a schedule of all expenses covering each of the services and activities identified on the following listing.  Also, please identify if the expense is:

• one time or on-going
• performance adjustable charge

• breakpoint impacted
• discount oriented

• participant paid (direct or account adjustment)
• plan sponsor paid (billed and

billing frequency)

• guaranteed (and length of guarantee)
• absorbed in determining daily

investment share/unit value

Use the specific information provided in this RFP about our plan in determining and illustrating your expenses.  If assumptions are necessary, please fully explain your assumptions and quote the related expenses on a unit cost basis, if possible.

In addition to the expense schedule, please respond specifically to the following:

1.
What are the start-up/conversion costs and the termination costs?

2.
For how long will you guarantee specific expenses?

3.
What are the factors you consider in determining future increases and when they are to occur?

4.
Are there additional charges made at the time of plan changes we initiate or legislated or regulated changes?  Please address the differences should we use a prototype or individually designed plan.

5.
Describe what plan consulting services are included and related hourly charges and out-of-pocket expenses.

6.
How are expenses adjusted if a sizable number of participants are added or removed from the plan (such as either acquisition or divestiture or partial plan termination)?

7.
Do you offer any expense arrangement whereby we share in your firm’s upside potential as participants and plan assets increase over time?

8.
If you offer an alliance relationship, please identify any “offset” to expenses.

9.
In addition to the expense schedule, please identify any other service or activity not covered on the “Service Activity” listing, i.e., postage, handling, supplies, servicing commissions, etc.  Please be specific.

Expense Schedule

Use the listing of Services and/or Activities on the following pages to complete the chart below.  Identify all assumptions used below the chart.  (A sample expense chart is shown below.)

	Expense
	Service/Activity Covered
	Comments

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Assumptions:

SAMPLE LAYOUT

	PRIVATE 
Expense
	Service/Activity Covered
	Comments

	$xxx Installation Fee

$xx Annual Per Participant Fee

$xxx Annual Trustee Services

.00% Asset Fee

$xxx Testing Fee
	A 1 through A 9

C1, C2, C3, C4, C5, C9, C14, G1 through G5, H1a through H1o, H1q through H1u, H2, H3 a through c, H3f, H3g, B1, B3, B6, B8, B20, B11, B12 (B12 & C9 annually)

D1, D2

D3, D4, E1, F1, F2, F3, I1, I2, I3, I5, I6

H4a, H4b


	One time, Plan Sponsor

Paid

On-going, Participant paid, 2 Year guarantee

On-going, Plan Sponsor paid, 2 Year guarantee

On-going, absorbed in determining daily investment values 

On-going, Plan Sponsor paid, 2 Year guarantee, H4b twice per year


Service/Activity

A.
Conversion

1.
Participant records set-up

2.
Asset reconciliation

3.
Training plan sponsor representatives

4.
Coordinating processing

5.
Takeover loans

6.
Re-enrollment

7.
Asset transfer coordination

8.
Record transfer coordination

9.
Other (be specific)

B.
Employee Communication & Education

1.
Generic enrollment material

2.
Customized enrollment material

3.
Awareness material (posters, tents, etc.)

4.
Audio tapes

5.
Video tapes

6.
Generic periodic newsletter

7.
Customized periodic newsletter

8.
Retirement planning tools

9.
Pre-retirement planning tools

10.
Investment education materials

11.
Initial Enrollment/Education Meeting

12.
On-Going Enrollment/Education Meetings (frequency)

13.
Other (be specific)

C.
Administration

1.
New enrollments

2.
Eligibility tracking

3.
Beneficiary elections

4.
Administration manual

5.
Administration manual updates

6.
Consulting


a.
New plans, acquisitions


b.
Existing plan changes


c.
Plan divestitures

7.
Provider E-mail

8.
On-line access

9.
On-site meetings (& related frequency)

10.
Individually designed plan document

11.
Prototype plan document

12.
Camera-ready SPD

13.
SPD copies

14.
Wire fees

15.
Other (be specific)

D.
Trustee Services

1.
Internal stable value investments

2.
Internal variable return investments

3.
External stable value investments

4.
External variable return investments

5.
Company stock

6.
Loan fund fees

7.
Other (be specific)

E.
Custodial Services

1.
Asset-based fees

2.
Portfolio-based fees

3.
Transaction-based fees

4.
Other (be specific)

F.
Investment Services

1.
Communication with external managers

2.
Investment fees for internal stable value investments

3.
Investment fees for internal variable return investments

4.
Brokerage cost on company stock activity

5.
Front-end loads

6.
Deferred sales charges

7.
Surrender/Withdrawal charges

8.
Back-end loads

9.
12b-1

10.
Other (be specific)

G.
Voice Response/800 Line Services/Participant Access

1.
Information access via voice response

2.
Transaction processing via voice response

3.
Information access via service representative

4.
Transaction processing via service representative

5.
Information access via PC

6.
Transaction processing via PC

7.
Time or processing charges

8.
PIN issuance, reissue, changes

9.
Customized script

10.
Other (be specific)

H.
Recordkeeping


1.
Processing

a)
Additions

b)
Corrections

c)
Reinstatements

d)
Participant level inter-investment exchanges

e)
Plan level inter-investment exchanges

f)
Contribution remittances

g)
Multiple payroll locations

h)
Contribution rate change monitoring

i)
Contribution frequency

j)
Matching contribution calculations

k)
Allocation changes

l)
Withdrawals

m)
Loan processing 

n)
Loan repayment

o)
Loan administration

p)
Periodic distributions

q)
Annuities

r)
Rollovers

s)
Check payments

t)
Direct deposit

u)
Other (be specific)

2.
Participant Statements

a)
Quarterly statements

b)
Confirmations

c)
Tax statements

d)
Loan statements

e)
Confirmation of direct deposit

f)
Other (be specific)

3.
Plan Level Reports

a)
Summary activity statistics

b)
Performance standards

c)
Form 5500 information 

d)
Signature-ready Form 5500

e)
11-K

f)
S-8

g)
Reporting to IRS

h)
System queries

i)
Ad hoc reports

j)
Special reports

k)
Other (be specific)

4.
Data Preparation

a)
Compliance testing

b)
Discrimination testing

c)
Proxy voting

d)
Proxy tabulation

e)
Other (be specific)

5.
Systems Changes

a)
For plan changes

b)
For report changes

c)
Other (be specific)

I.
Termination

1.
Transaction

2.
Liquidation

3.
Market value

4.
Mortality

5.
Risk

6.
Other (be specific)

Module Four



Evaluation 
Matrix

evaluation matrix
USING THE EVALUATION MATRIX

The Evaluation Matrix is the key to selecting as your finalists those providers that most closely match your plan’s requirements.  The following are tips to make certain you use the Evaluation Matrix to your best advantage.

OVERALL CONCEPT

Once the RFPs are in-house, you should complete one matrix for each provider.  After you have completed the matrices for all providers, compare the total scores.  The three or four providers with the highest total scores will be your finalists.

COLUMN 1:  CATEGORY

Column 1 on the far left side of the matrix is a list of every category about which your RFP has requested providers to supply information.  Make certain that all categories in your RFP are listed in this column.

COLUMN 2:  IMPORTANCE WEIGHT

Each category addressed in your RFP will have a different level of importance to your organization and your plan.  Before you review any of the responses to your RFP, you need to assign a value to the importance each category holds for your organization and your plan.  All of the values you assign must add up to 100.

For example, of the 15 categories in Column 1, you may decide that a provider’s organization and history will count 10% in your decision of whether you believe that provider would be appropriate for your needs.  You would write 10 in the first box in Column 2.

You may then decide that Client Service and Quality Assurance will count 25% in your decision-making process.  You would write 25 in the second box in Column 2.
You should assign values until you have:


Assigned a percentage value to each category, and


All of the numbers you have entered in Column 2 add up to 100.

COLUMN 3:  PROVIDER VALUE (0-10)

After completing the information in Columns 1 and 2, you are ready to make a copy of the matrix for each provider and to begin reviewing individual provider responses to your RFP.  You may want to review all provider responses for a category to determine the worth of each response in relation to another.  In the end, however, you need to value each provider’s response separately.

You will assign a value to each provider’s response to each category of information requested by your RFP.  You may assign a provider value from 0 to 10 for that provider’s response for a particular category.  A 0 is the lowest rating you can give and a 10 is the highest.

For example, you may judge that the information the provider XYZ supplies about their firm’s organization and history is extremely complete and useful to you and that it carries a value of 8.  On the other hand, you may determine that the information XYZ provides about Client Service and Quality Assurance is vague and leaves many questions unanswered, earning a value of 2 from you.

Keep in mind that the provider’s response may be complete but that the information it supplies is of little value to your organization or plan.  In that case, the value would be toward the lower end of the spectrum.  Don’t be hesitant to use the entire 0–10 scale.

You should go through a provider’s RFP response until you have assigned a provider value for each category in Column 3.  Then, move into the next provider’s RFP response and complete Column 3 for it.  Continue the process for all the providers who have responded to your RFP.

COLUMN 4:  TOTAL

In Column 4, you will determine a provider’s “score” for each category of information requested by your RFP and a total score for their entire proposal.

Start with the first category on the Evaluation Matrix, Organization and History.  Multiply the importance value you entered for that category in Column 2 times the provider value you assigned it in Column 3 and enter the result in Column 4—Total.  Continue this process until you have calculated a total for each category.

For example, for Organization and History, if you have entered 10 in Column 2 and 8 in Column 3, you would multiply:

10  8 = 80

You would enter 80 in Column 4.

For Customer Service and Quality Assurance, if you have entered 25 in Column 2 and 2 in Column 3, you would enter 50 in Column 4 (25  2 = 50).

Once you have a total “score” entered for each category, add all of the numbers in Column 4 together for that provider’s total “score.”  Continue the process until you have calculated total scores for all providers who have responded to your RFP.

CHOOSING THE FINALISTS

A perfect score on the Evaluation Matrix would be 1,000.  Once you know each provider’s total score, pick the three or four with the highest scores as your finalists.

	Evaluation Matrix


	CATEGORY
	IMPORTANCE

WEIGHT

 (MUST ADD UP TO 100)
	PROVIDER VALUE

(0-10)
	TOTAL

	Column 1


	Column 2
	Column 3
	Column 4

	Organization & History


	
	
	

	Client Service/Quality

Assurance


	
	
	

	Recordkeeping/

Administration


	
	
	

	Company Stock


	
	
	

	Regulatory Services


	
	
	

	Loans
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	Voice Response/

Participant Access


	
	
	

	Communications &

Education


	
	
	

	Conversion or

Implementation


	
	
	

	Systems Capabilities & 

Hardware


	
	
	

	Investments


	
	
	

	Trustee & Custodial


	
	
	

	References


	
	
	

	Expenses
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