Fresno County Employees’ Retirement Association

Custody Services Request For Proposal

May, 2007


Introduction

The purpose of this RFP is to select a directed Trustee and custodian for the Fresno County Employees’ Retirement Association.  Wurts & Associates will be assisting FCERA with the RFP process and custodian selection.

The table below shows the portfolio structure of the Fund as of the end of 2006.  This includes 13 separate accounts and 22 commingled accounts.

	Manager
	Asset Class
	Vehicle
	($mm)
	Purchases
	Sales 
	Income

	State Street S&P Index*
	Large Core Equity - Passive
	Commingled
	$179
	 
	 
	 

	INTECH
	Large Growth Equity
	Separate
	$158
	1556
	1464
	540

	TCW 
	Large Growth Equity
	Separate
	$104
	628
	480
	40

	Aronson Partners
	Large Value Equity
	Separate
	$216
	696
	796
	396

	Wellington Mgmt Co.
	Large Value Equity
	Separate
	$186
	1232
	752
	320

	Artisan Partners
	Small Growth Equity
	Separate
	$67
	1360
	1404
	56

	Kalmar Investments
	Small Growth Equity
	Separate
	$62
	80
	44
	76

	Brandywine Asset Mgmt.
	Small Value Equity
	Separate
	$150
	1156
	636
	980

	Franklin International
	International Equity
	Separate
	$256
	120
	16
	268

	Oechsle
	International Equity
	Separate
	$198
	80
	356
	328

	Mondrian*
	Emerging Market Equity
	Commingled
	$155
	 
	 
	 

	Blackrock
	Core Fixed Income
	Separate
	$224
	768
	1904
	3204

	Bradford & Marzec
	Core Fixed Income
	Separate
	$176
	356
	900
	1376

	Loomis Sayles
	Core Fixed Income
	Separate
	$142
	88
	792
	1212

	Western Asset Mgmt.
	Core Fixed Income
	Separate
	$213
	396
	696
	1248

	GMO*
	Global Fixed Income
	Commingled
	$74
	 
	 
	 

	BCI Growth V, L.P*
	Alternative Investment
	Commingled
	$4
	 
	 
	 

	Lone Star Fund IV*
	Alternative Investment
	Commingled
	$20
	 
	 
	 

	TCW Shop III*
	Alternative Investment
	Commingled
	$3
	 
	 
	 

	TCW Shop IV*
	Alternative Investment
	Commingled
	$10
	 
	 
	 

	WP Private Equity VIII, L.P.*
	Alternative Investment
	Commingled
	$29
	 
	 
	 

	WP Equity Partners, L.P.*
	Alternative Investment
	Commingled
	$6
	 
	 
	 

	Blackstone Alt. Asset*
	Alternative Investment
	Commingled
	$14
	 
	 
	 

	Blackstone III*
	Alternative Investment
	Commingled
	$8
	 
	 
	 

	Blackstone IV*
	Alternative Investment
	Commingled
	$18
	 
	 
	 

	Landmark Equity X, L.P.*
	Alternative Investment
	Commingled
	$8
	 
	 
	 

	New Mountain Partners*
	Alternative Investment
	Commingled
	$11
	 
	 
	 

	Heitman RE IV*
	Real Estate
	Commingled
	$0
	 
	 
	 

	Heitman RE V*
	Real Estate
	Commingled
	$0
	 
	 
	 

	JMB V*
	Real Estate
	Commingled
	$0
	 
	 
	 

	Sentinel*
	Real Estate
	Commingled
	$5
	 
	 
	 

	TA Realty IV*
	Real Estate
	Commingled
	$7
	 
	 
	 

	TA Realty V*
	Real Estate
	Commingled
	$21
	 
	 
	 

	JER I*
	Real Estate
	Commingled
	$1
	 
	 
	 

	JER II*
	Real Estate
	Commingled
	$5
	 
	 
	 

	Custodied
	Cash
	n/a
	$4
	 
	 
	 

	Total
	 
	 
	$2,734
	       8,516 
	 10,240 
	 10,044 


Services Needed
Fresno County Employees’ Retirement Association (FCERA) is searching for a custodian and benefit disbursement agent.  The custodian requirements are standard services that should incorporate domestic, international, and emerging securities, both fixed income and stock, as well as private markets, alternative investments, securities lending, and securities litigation.  It is FCERA’s desire to have all services performed by one entity.  FCERA’s requires a “full service” benefit disbursement agent.  FCERA currently provides benefit payment information using both electronic (excel files) and paper (facsimile) set up information.  Payments are divided into up to 10 funding sources (payment identification) in a single check from an available database of 35 funding sources.  In addition, FCERA uploads monthly benefit payments into its Pensions accounting software for reference, tracking and benefit calculation purposes using a file that accurately reports the actual payments distributed during the month.  Future processing needs require the disbursing agent have the capability of receiving an electronic file from FCERA containing FCERA retiree data in order to update records through an automated process.

The disbursement agent selected must be able to provide flexible benefit disbursement services including check writing and EFT payment processing, federal and state tax withholding and reporting, processing voluntary deductions (i.e.: health premiums, dues and garnishments), use of faxed documentation for manual input of payments, use of electronic format (excel or text) files for retroactive and ongoing monthly benefit payment setup, and 1099R year end reporting for all payments issued.  Disbursement agent must be able to process payments with taxable and non-taxable components in a defined benefit retirement plan that provides benefits for the lifetime of the member and named beneficiary.  The disbursement agent must provide a monthly electronic text file (.txt) containing all payment activity from the disbursing agent that balances to the actual payments distributed that includes a full data dump and also a monthly extract file that meets FCERA's file specification to import back into our Pensions system.  

TRADE SECRET ACKNOWLEDGEMENT

All proposals received by FCERA shall be considered "Public Record" as defined by Section 6252 of the California Government Code.  This definition reads as follows:

"...Public records" includes any writing containing information relating to the conduct of the public's business prepared, owned, used or retained by any state or local agency regardless of physical form or characteristics "Public records" in the custody of, or maintained by, the Governor's office means any writing prepared on or after January 6, 1975."

Each proposal submitted is Public record and is therefore subject to inspection by the public per Section 6253 of the California Government Code.  This section states that "every citizen has a right to inspect any public record".

FCERA will not exclude any proposal or portion of a proposal from treatment as a public record except in the instance that it is submitted as a trade secret as defined by the California Government Code.  Information submitted as proprietary, confidential or under any other such terms that might suggest restricted public access will not be excluded from treatment as public record.

"Trade secrets" as defined by Section 6254.7 of the California Government Code are deemed not to be public record.  This section defines trade secrets as:

"...Trade secrets," as used in this section, may include, but are not limited to, any formula, plan, pattern, process, tool, mechanism, compound, procedure, production data or compilation of information that is not patented, which is known only to certain individuals within a commercial concern who are using it to fabricate, produce, or compound an article of trade or a service having commercial value and which gives its user an opportunity to obtain a business advantage over competitors who do not know or use it."

Information identified by bidder as "trade secret" will be reviewed by FCERA's legal counsel to determine conformance or non-conformance to this definition. Examples of material not considered to be trade secrets are pricing, cover letter, promotional materials, etc. Such material should be submitted in a separate binder not marked "Trade Secret".

INFORMATION THAT IS PROPERLY IDENTIFIED AS TRADE SECRET AND CONFORMS TO THE ABOVE DEFINITION WILL NOT BECOME PUBLIC RECORD.  COUNTY WILL SAFEGUARD THIS INFORMATION IN AN APPROPRIATE MANNER.
Information identified by bidder as trade secret and determined not to be in conformance with the California Government Code definition shall be excluded from the proposal. Such information will be returned to the bidder at bidder's expense upon written request.

Trade secrets must be submitted in a separate binder that is plainly marked "Trade Secrets."

FCERA shall not in any way be liable or responsible for the disclosure of any proposals or portions thereof, if they are not (1) submitted in a separate binder that is plainly marked "Trade Secret" on the outside; and (2) if disclosure is required under the provision of law or by order of Court.

Vendors are advised that FCERA does not wish to receive trade secrets and that vendors are not to supply trade secrets unless they are absolutely necessary.

TRADE SECRET ACKNOWLEDGEMENT

I have read and understand the above "Trade Secret Acknowledgement."

I understand that FCERA has no responsibility for protecting information submitted as a trade secret if it is not delivered in a separate binder plainly marked "Trade Secret."

Enter company name on appropriate line:

	
	has submitted information identified as Trade Secrets

	(Company Name)
	

	
	has not submitted information identified as Trade Secrets

	(Company Name)
	


ACKNOWLEDGED BY:

	
	(     ) 

	Signature
	Telephone

	
	

	Print Name and Title
	Date

	

	Address

	

	
	
	

	City
	State
	Zip


Criteria For Selection

Wurts & Associates and FCERA will seek to select custodians based on the following criteria:

· Experience and stability
· Thoroughness of RFP response
· Competitiveness of fees

Response Requirements and Timeline of Process

Questions regarding the RFP should be submitted via email to jwasnock@wurts.com by May 29, 2007. Responses are due to Wurts & Associates no later than 5:00 pm (PDT) on June 26, 2007.  Responses should be sent to:

	One hard copy and one email:

John Wasnock, Director of Manager Research

Wurts & Associates

999 3rd Avenue, Suite 3650

Seattle, WA 98104

jwasnock@wurts.com
	Three hard copies:

Roberto L. Peña, Retirement Administrator 

Fresno County Employees' Retirement Association

1111 H Street

Fresno, California 93721

rpena@co.fresno.ca.us


Please be sure the e-mailed RFP Q&A responses are not in a read-only format such as PDF.  Word format is preferred.  Attachments may be in PDF or similar format.

Upon receipt of the responses, Wurts & Associates will evaluate the information and prepare a report for Fresno County Employees’ Retirement Association.  Together, they will review the information and select three finalists in August, 2007.  Selected candidates will be notified following approval. 

Please provide a proposal to provide custody services by responding to the following questions:

Contact Information

Please provide the names, titles, biographies and contact information for the individuals that will be involved with this relationship.

Organization Background, Experience and Stability

1. When was your company founded?

2. Where is your company headquartered?

3. In what year did you initiate your custody / master trust service? 

4.  In what year did you initiate your benefit disbursement services?
5. Describe the ownership structure of your firm. Describe the organizational structure of the bank and Master Custody Department. Provide an organization chart showing the operating relationships and authority within the Master Custody service unit and within the organization. Provide a copy of your most recent annual report and describe any recent material changes subsequent to the report.
6. Please provide a brief history of your firm’s experience with master trusts, custody, benefit distributions, safekeeping, clearing and lending services.

7. Please describe your strengths that differentiate your master trustee service from other service providers.  Identify any areas targeted for improvement. Describe your strategy, commitment and competitive advantages in providing Master Custody Services. Discuss briefly your overall business objectives with respect to future growth and product research and development related to Master Custody.
8. How do you define your fiduciary responsibility?

9. Discuss the financial stability of your firm.  Provide information from your most recent S&P and Moody’s ratings & reports.

10. Identify and describe any litigation or investigation by a regulatory authority that your organization or officers have been involved in over the last three years that relate to master trust / custody, benefit distributions or security lending services.

11. List all insurance coverage relevant to master trust / custody functions and benefit disbursements.  Indicate the type and amount.  Attach a copy of a valid certificate of insurance indicating liability insurance.
12. Please describe any merger and/or acquisitions you have been involved in over the past five years. Do you anticipate any mergers and/or acquisitions involving your company in the near future?

General Information

13. What is the total number of your master trust/custody clients?

14. How many clients do you provide benefit distribution services?

15. What is the total market value of all your master trust/custody assets?

16. What is your average client size in terms of assets?  Largest?  Smallest?  Median?

17. Please complete the following table with your distribution of clients:

	Distribution of Clients by Size (# of clients in each range):
	
	

	$0-$50mm
	$50-$150mm
	$150-$500mm
	$500mm - $1bb
	$1bb - $5bb
	Over $5bb

	 
	 
	 
	 
	 
	 

	
	
	
	
	
	

	
	
	
	
	
	

	Distribution of Clients by Type (# of clients in each type):
	
	

	Corporate
	Taft-Hartley
	Public Fund
	Endowment / Foundation
	Mutual Fund
	Other*

	 
	 
	 
	 
	 
	 


     * Please describe “other”.

18. What percentage of the bank’s revenues does the master trust/custody generate?

19. Describe your policies regarding confidentiality of client information.

20. Detail the growth of master trust/custody relationships during the past five years in terms of client account and asset values.  

21. Please provide three references of similar size and plan type (including company name, contact, title, and telephone number). Provide two current client references, with plans similar to FCERA, who are currently using your custodian service and two who are currently using your benefit disbursement services.  Include names, addresses, and telephone numbers.  Provide two former client references, with plans similar to FCERA, who no longer use your custodian service and two who no longer use your benefit disbursement services and who left due to unfavorable circumstances.  Include names, addresses, and telephone numbers.
22. Please provide the number of custody accounts that you have gained and lost for each of the last 5-years, including year to date through 12/31/06. Provide the firm name, contact and phone number of Master Custody accounts gained or lost in the last three years.  Provide a brief explanation for each of the accounts(s) lost.
23. What methods do you use to assess your client’s evaluation of your service and how are comments provided by clients acted upon by senior management?

24. Describe any ongoing educational seminars, publications or other services you provide for keeping clients abreast of new developments in your organization and the master trust/custody industry.  Include a discussion of your process for staying current with tax law, including both federal and all fifty states, and regulations promulgated by the Internal Revenue Service.
Administration and Staff Information

25. Please provide an organization chart and a discussion of your staff structure. Identify the key individuals and specific responsibilities of those who would be assigned to the FCERA account.  Describe their responsibilities and provide biographies on each person.  Identify the client names and account sizes that each of these staff members currently service.  If you were to be chosen as custodian, would any of these relationships change?  Explain.
26. Do you assign one primary relationship manager, or will our client be working with different people based on the service requested (i.e. accounting, distributions, reporting, etc.)? Describe who will service the relationship and provide biographies.  Describe how the client relationship works.  How many accounts does this individual or team currently handle?
27. Describe who will service the relationship and provide biographies.  Where will this individual be located?  Describe how the client relationship works?  What are the sizes of these accounts?
28. Complete the following table with the number of employees in each area:

	Relationship Managers
	Other Client Service
	Operations / IT
	Administrative Support
	Securities Lending
	Other*

	 
	
	 
	 
	 
	 


          * Please describe “other”.

29. What level of employee turnover have you experienced in the last three years? 

Investment Manager Liaison Group

30. Describe how your organization interacts with investment managers.

31. Describe the daily notification procedures to advise fund managers of transactions and cash balances available for investment.

32. How many investment managers do you work with; what is the total number of manager accounts serviced; how many accounts per employee?

33. How do you monitor investment manager satisfaction? Are managers contacted at regular intervals to solicit feedback?

34. Do you provide investment managers with access to a remote inquiry service?  If so, what information or reports are available to them “on-line”?

35. Through what vehicles can managers communicate trade data?  Do you use the DTC manager affirmation system?  For other managers, do you have an automated system such as PC download of trades?
36. What procedure is used to assure accurate information is entered into the system?  How is trade information matched between manager and broker?   What automatic edits are built into the system? 

37. What is the error rate on trade input?

38. How are you accounting for derivative securities?

39. How are peak trading volume periods handled?

Data Processing/Computer Systems

42. Please indicate the location(s) of your administrative operations and computer facilities that support your custody operations.

43. Please describe your system’s hardware configuration.  Indicate how long the current hardware has been in place. 

44. Please describe your system’s software.  Indicate who designed the software (developed in-house or purchased?) 

45. How much of the system’s capacity available for master trust services is currently being used?
46. Do you share computers with other areas of the bank or do you have a separate dedicated facility?  If you share, what priority does the master trustee/custody group have for computer usage?

47. How long the current system has been in use? 

48. Do you have a data processing programming staff supporting the master trust and custody systems?  If so, how many employees? How much of their time is devoted to this activity? What is your turnover rate? 

49. Describe the significant system enhancements, changes and/or additions to the master trust, custody and benefit disbursement systems that have been implemented over the past few years.  What system enhancements, changes and/or additions are being considered over the next few years? 

50. Do you plan any major system conversions within the next two years?  How does your organization support the advancement of systems technology? Briefly describe your organizational goals and philosophy regarding systems.

51. Describe your firm’s authorized signature control procedures.  How are records maintained and updated?

52. If your system prices holdings, how are prices updated? What are your pricing sources and how are prices verified? 

53. Please describe the independent audit review that is performed on the computer system. 
54. What percentage of your firm’s current annual master custody budget is allocated for MIS/CIS, systems development, and/or other computer related expenses?  What is the projected budget of the next three years?  Break-out by category, if applicable, and provide dollar amounts.
55. What has been the investment in systems development for the Master Custody systems for each of the past three years?  Differentiate between the applications for US assets and those for processing of non-US assets.

56. Specify which master custody data processing applications are batch oriented and which are on-line real time.

Disaster Recovery 

57. Describe your emergency disaster recovery procedures.

58. What was the percentage of downtime during the last two years?  The number of occurrences?  What were the primary causes and how were the problems corrected?

59. If disaster recovery procedures used, what is your estimated timeframe to get back online?
60. Do you have duplicate offsite backup location in case of emergency?  If so, where is this office located?

61. When was the last full backup test?

62. How often are backup procedures tested?

63. Has this office been used in the last three years?  Please detail the circumstances.

64. Describe your process of incorporating new systems into your operations.

Online Communications

65. What reports and functions are available on-line?  Please provide examples. 
66. Are reports available in other media types (CD’s, etc.)?
67. How fast are reports made available in other media types?
68. Can the client download the data to create custom reports?  If yes, discuss the custom reporting flexibility, limitations, and the compatibility with Excel and other PC based software.
69. How current are the transactions and valuations?

70. How many of your clients are currently regular users of the on-line service?

71. Describe your system’s customer availability timeframes. 

72. Is there a help desk available?  What are the times representatives are available?

73. How long is data available online?

74. Is securities lending data available online?

75. Describe your system security (e.g., encryption and on-line authentication).

Accounting and Reporting

76. Describe your accounting and reporting system. Describe the history of the accounting system(s) and any major system enhancements that have occurred in the last three years.  What changes are planned for the future? 
77. Describe what format is used to report data (i.e., trade-date, settlement date or cash -basis).

78. What reports are provided as part of your standard master trust / custody package?  Please provide examples of these reports.

79. How frequently are they produced and how quickly are they distributed?  

80. What optional reports are available with/without an extra fee?  Please list and provide examples. 

81. Which portions of your reporting system are not yet automated?  If not fully automated, when is the projected completion date?

82. How are special requests handled? Is your system flexible enough to accommodate tailored reporting requirements?  Would this require programming time or can it be accomplished at the desktop level.

83. Describe any unique features that your reporting package includes as it relates to standard master trustee accounting reports. Describe your capabilities for consolidated reporting.  Include consolidating individual portfolios, accounts, foreign and domestic, etc.
84. Do you provide reports on magnetic tape, on microfiche and on-line, as well as hard copy? Will our client have access to computer files with the capability of downloading specific file reports?  Discuss the timeliness of delivery of statements and reports by hard copy and by electronic delivery.  Indicate the availability of electronic feeds for transactions, cash balances, and any other relevant information.
85. Discuss procedures for posting trades and foreign exchange transactions to client accounts upon receipt of initial advice, including for each security class: 

· Posting date 

· Effective date 

· Effect on positions 

86. Discuss your operational procedures for settling purchases and sales – both physical and both.

· Actual settlement date (ASD) processing 

· Contractual settlement date (CSD) processing 

87. Describe your procedures for establishing entitlements and accruals for dividends and interest to client accounts.  Indicate whether the process is automated or manual and indicate the primary source of the data.  Also, describe your procedures for calculating and posting amortization and accretion. 

88. For each country in which you have a custodial relationship, what is your policy toward crediting of interest and dividends on payable dates?  Are there any exceptions?  Please list all payable dates for all income types. 

89. Are funds available for reinvesting on contractual or actual settlement date?  Please discuss. 

90. Describe the processing of tax reclaims on foreign income (by country). 

91. How do you prove accuracy and timeliness of receipts of US and non-US income and capital changes reported by your depositories, agents, and subcustodians? 

92. Discuss your procedures for tracking failed trades and reporting failed trades to the client.  How quickly are failed trades reported?  Do you guarantee proceeds?  In which markets? 

93. How do you handle corrections/reversals?  What information is available? 

94. Can the client get security information on commingled funds?  Describe the process for providing such information to the client. 

95. How are broker commissions and trade executions monitored?  Can you provide trading cost analysis and brokerage analysis? 

96. Describe the procedures regarding distributions and dispositions of real estate, private equity, venture capital alternative investments, etc. 

97. Discuss your capabilities to report brokerage commissions by account and transactions. 

98. How do you account for client assets held at a location other than the custodian? 

99. How are errors corrected and reported to the client? 

100. Do you provide on-line access and separate monthly reporting for corporate actions? 

102. How do asset valuations and transactions statements reflect pending transactions?

103. How do asset statements reflect accrued items such as accrued income and expenses? 
104. Would your system be able to provide holdings and transactions for all custodied accounts at least on a monthly basis? In what formats could this data be provided in?
105. What detailed information about these holdings and transactions for all custodied accounts would your system be able to provide? How frequently could this detailed information be provided? In what formats could this detailed information be provided in?

106. Would the holdings and transactions information be audited or unaudited?
Securities Processing

107. Which major depository and clearinghouse facilities are you a member of?

108. Describe your procedures for processing domestic and international settlements.

109. Does your accounting system accommodate options and futures trading?

110. Describe your proxy voting capabilities.  What proxy services do you offer and what countries are they offered in?  

111. Describe your systems and procedures for securing and providing clients with proxy information and voting their proxies for both for both U.S. and foreign corporations.

112. Describe your systems, controls and capabilities to identify, track and manage class action litigation or settlement proposals for securities either currently held or previously owned and eligible for participation in such actions.

113. Do you assist with litigation for clients post-termination?  

114. What are your data retention policies for former clients to assist with litigation post termination?

115. Describe your procedures for working with sub-custodians/trusts.  

116. Describe special procedures for the processing, valuing and reporting of real estate, alternative investments, private equity, venture capital and non-traditional assets.

Procedures and Controls

117. Is there a general audit system in place? Does a major public accounting firm certify it?  Discuss frequency and scope of review performed.

118. Please describe the organizational structure of your internal audit department including the following:

· Size of professional staff.

· Reporting relationship of Chief Internal Auditor.

· Adequacy of overall control environment over custody operations.

· Frequency and scope of audits performed over custody area by internal auditors.

119. What is your system of quality control to ensure reporting accuracy?

120. What internal audit procedures and checks exist to assure that the following reported data is valued and allocated correctly and authorized?

· Disbursements

· Fee payments

· Commission rate and payees

· Interest and dividend received

· Contributions

· Accrued income

· Expense Payments
122. Provide copies of audit opinions issued by your independent, and internal auditors specifically related to your custody services (including securities lending and benefit disbursements) for the last three years.

123. Do you utilize an internal audit staff to review Master Custody and Trust operations?  Describe the internal audit organization.  Include size of staff and the nature of internal audit staff reports.

124. How do you assure that Master Custody services are provided in accordance with proper standards of care, regulatory requirements, and the executed agreement for service?

125. How do you assure that Benefit Disbursement services are provided in accordance with proper standards of care, regulatory requirements, and the executed agreement for service?

126. Describe the process your organization uses to evaluate the effectiveness of internal controls and the on-going monitoring of the internal controls.

127. What internal control procedures exist to ensure that the following reported data is valid: Asset detail and transactions, commission rate and payees, interest and dividend received, accrued income, and amortization?

128. Describe your audit process associated with the client’s monthly portfolio statements.  Also describe your reconciliation with clients and the client’s outside mangers.
131. Do you prepare a Statement of Auditing Standards 70 report (SAS70)?  Briefly list and describe the nature of all errors and/or weaknesses that were discovered as a result of an outside review of the SAS70.  What steps have been taken to correct the errors or otherwise improve the controls?  Please provide a copy of the SAS70.

132. How often do you provide updated SAS 70 reports?

132. What type of insurance coverage is carried by your institution with respect to any acts or omissions of directors, officers and other personnel resulting in loss of funds?

133. Describe the daily notification procedures to advise fund managers of transactions and cash balances available for investment.

134. What is your process for receiving income post termination of service?

135. How long do you maintain client records post termination?  

136. How long will the client have access to records post termination (i.e. benefit payment data)?

Cash Management

137. Describe your investment vehicles used for your short-term investment fund.   What are the fees for these STIF accounts? Which can be assessed automatically by a “sweep”?   Include investment philosophy, objectives and performance data for the last five calendar years.
138. Describe your process of maintaining full investment (“daily sweep”) of US cash and foreign currency balances for plans invested globally.

139. What is the average maturity of these funds?  What is the average credit quality?

140. Is interest and dividend income reported on a cash or accrual basis? 
141. When are income payments on governments, corporate bonds, GNMAs, or short-term paper credited?
142. Is income earned in Fed funds, clearinghouse funds or others?
143. When does income become available for investment?

144. How do you handle the investment of cash in trades that fail?

145. How do you minimize the fail float impact?

146. Who benefits from fails?

147. How do failed transactions affect the cash balance?  How are they accounted for over the close of the reporting periods?

148. Do you offer a monthly analysis of fail income?

Securities Lending

149. Do you provide securities lending services? If so, is your securities lending group in-house?  

150. What is the total market value of securities currently in the program?

151. How many clients do you currently have participating in securities lending?

152. With how many borrowers do you have business relationships? How many are currently used? 

153. How often is creditworthiness reviewed? Who is responsible for reviewing it? Have there been instances in which a borrower’s credit is terminated?  Do you lend securities to any entities other than brokers (i.e., funds or trusts)?
154. Have you ever had a client loss as a result of broker default?

155. Please complete the following tables with your estimates for your securities lending program:
	Estimated Percent on Loan:
	
	
	

	Domestic Equities
	International Equities
	US Treasuries
	US Agencies
	US Corporates

	 
	 
	 
	 
	 

	
	
	
	
	

	Estimated Rate of Earnings (Spreads):
	
	

	Domestic Equities
	International Equities
	US Treasuries
	US Agencies
	US Corporates

	 
	 
	 
	 
	 


156. What types of collateral do you require?

157. How is cash collateral invested?  Are there quality requirements?  Maturity limitations?

158. How do you coordinate your securities lending activities with the client’s investment manager(s)?

159. What percentage of collateral do you require?  Do you mark-to-market daily?

160. Do you indemnify the securities lending clients against any types of losses occurring in the lending program?  If so, which ones?  Is there an additional cost for this?

161. Please provide a securities lending estimate based upon the plan’s current structure.

162. What is the securities lending income split between yourselves and the client?
Benefit Payments

186. Is a check payment plan available?  How flexible is this plan?

187. Can lump sum payments be easily made?  What is your turnaround time?

188. Do you provide reconciliation services on all benefit-related checking accounts?

189. Do you provide direct deposit or electronic funds transfer?

190. Does your benefit disbursement system make monthly deductions for Federal and State Income Tax withholding?

191. Describe your on-line access capabilities for benefit payment services.

192. Describe your procedure for processing lump sum distributions.

193. Describe your procedure for processing monthly distributions.

194. What methods of distribution instructions can you accept (i.e. paper, Excel spreadsheet, etc.)?
195. Describe your process for determining Federal withholding amounts on distributions.
196. Describe the method used for updating withholding deductions each year (exclusive of taxes)?
197. Please describe your process and methodology in discriminating between first payments that may involve prorating the amount vs. subsequent payments.  Does the same group process both payments?
198. Provide a sample of distribution check format.

199. Provide a sample of distribution detail reports.

200. Describe the outstanding distribution checks reports and reconciliation frequency.  Do you provide a service to handle stale dated checks?

201. Do you have any restrictions for making payments to beneficiaries outside the U.S.?

202. Are benefit payment checks drawn from a separate bank account or the trust account?

203. How do you account for lost beneficiaries?  How do you account for deceased beneficiaries?

204. What is your liability for check fraud?  

205. What is your liability for mis-endorsed checks (i.e. deceased payee still receiving benefits)?

206. Do you have any limitations to the number of account codes used by your system?  

207. What are your payment procedures for overdrafts?

208. What is your liability for benefit payment errors?

209. Can you provide other withholding, other than taxes & FICA, such as health insurance, wage garnishments and dues?
210. What is your schedule for payment processing?  How soon are checks sent to beneficiaries?

211. Do you have capabilities to include messaging & inserts from the plan?

Transition

212. Include a conversion plan and an outline of the process.

213. Please be specific if you have a dedicated “conversion team.”  If so, please include names, titles and brief biographies and where they are located.

214. What amount of lead-time is necessary to proceed with the conversion?  Describe the timeframe associated with the conversion process.

Other

215. Describe all actual or suspected instances compromises of participant data in the last three years and the actions taken by your organization. 

216. Describe in full your policies and procedures in the event of an actual or suspected compromise of participant data including assistance and reimbursement.
217. Please describe your performance measurement services available?  What are the associated costs for these services?
Fees

218. Please submit a fee schedule for your organization’s custody services based upon the plan characteristics included in the introduction of this RFP.  Include a detailed itemized listing of all fees and charges that might be applied, both domestic and international per the following general categories:

a) Asset Based Fees

b) Account Setup Fees

c) Annual Account Charges

d) Activity Charges

· Security Transactions

· Mutual Fund Transaction

· Wire Transfer Fees

e) Disbursement Charges / Benefit Payments

· Lump Sum Disbursements

· Periodic Disbursements

f) Other

219. What is the total annual fee you would estimate given the assumptions of this plan?

220. How long would the proposed fee schedule be guaranteed for, provided there were no revisions in the type of services required?
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