ILLINOIS STATE BOARD OF INVESTMENT

Responses to Submitted Questions:  Recordkeeper
This document serves as a formal response to the questions submitted through the process established by the Illinois State Board of Investment (“ISBI” or the “Board”), on behalf of the State of Illinois Deferred Compensation Plan (the “Plan”).  As stated in the Request for Competitive Proposals (“RFP”), questions concerning the RFP had to be submitted in writing via e-mail to the Search Contact by 3:00 PM, CDT, Friday, December 19, 2014.  Responses to questions properly submitted are consolidated into a single Q & A document as detailed below and posted on the Board’s website on or about January 7, 2015.  The Q & A document does not identify the source of the query.
1. How many representatives does your current provider have assigned to your plan for participant education? 
The Recordkeeper has one overall communications consultant.  In addition, the the Recordkeeper’s employee meeting team consists of approximately 20 individuals who are responsible for meeting with Plan participants to discuss their accounts and the merits of investing.
a. Are these individuals dedicated to the plan or do they have other responsibilities?
The education specialists are not dedicated solely to the Plan; however, one of the Recordkeeper’s employee meeting team representatives lives in Illinois and conducts the majority of employee meetings.

b. Please provide where each of the Representatives are located.

The Recordkeeper’s primary education specialist is located in Illinois; other representatives are spread throughout the country, primarily Maryland, Florida, and Colorado.
c. How many group and individual meetings have they conducted each year for the last 3 years? 

In the past 3 years, the team has conducted 167 meetings.

2. Is there currently office space specifically dedicated to the plan? Is the office provided by the state or the recordkeeper?  Is there office staff? If so how many staff members are in the office and what are their responsibilities?

ISBI oversees the Plan; there is no separate office dedicated to the Plan.  The Plan has a dedicated ISBI Staff member responsible for overseeing the Plan; ISBI Staff overall provides additional support and oversight.
3. Please describe the responsibilities of each of the following job titles provided in the RFP? Is it the expectation of the plan that each of these would be 100% dedicated to the plan?

Of the individual job titles listed below, none of the individuals are expected to be 100% dedicated to the Plan.
a. Relationship Manager – Responsible for the overall Plan/ISBI relationship and satisfaction.

b. Retirement Plan Coordinator – Responsible for the Plan’s day-to-day administration.
c. Client Administration Manager – Responsible for managing a group of retirement plan coordinators.

d. Communications Consultant - Responsible for developing and distributing educational communications to Plan participants in conjunction with ISBI’s input / approval.
e. Compliance Analyst – A resource for ISBI to use for issues concerning regulations, corrective actions, pending legislation, etc.

f. Dedicated Employee Meeting – Responsible for conducting education meetings with Plan participants, covering a wide array of investment topics.
4. Under Scope of Services on page 5 for the dedicated service team, it lists a compliance analyst. Please clarify what you mean by this. There is no compliance testing/5500 reporting on government 457b plans.
In the event of pending regulations or services that may potentially impact the Plan, a compliance analyst is an additional resource.  
5. Please indicate if any plan related files are being kept in paper format or if they have all been converted to electronic? 
All Plan files are in electronic format. 
6. Please indicate if any of the revenue produced by the fund line-up is kept by the recordkeeper or returned to the plan and or the participants.

Revenue sharing generated from the Plan’s current investment options is transferred to a Plan expense account. The Recordkeeper invoices the Plan directly for all recordkeeping expenses and does not retain revenue sharing or offset their recordkeeping expenses with revenue sharing. 

7. Please provide a list of any ancillary fees that are currently being charged to the Plan and or its participants.  i.e) loans, QDRO’s, financial advice 
The ancillary participant paid fees include a one-time $75 loan set-up fee.

8. Please indicate the level of marketing customization that your current recordkeeper can provide.  Can the website be customized? Can participant communications be customized?
Yes.  The Recordkeeper offers customization of both the website and other participant materials. For example, participants receive a quarterly newsletter which uses branding specific to the Plan as well as educational articles targeted to the Plan’s participant demographics. The newsletter also allows for informational segments from the Plan/ISBI, such as an updates to the Plan’s Watch List.
9. Does the plan currently offer a managed account program? Is the plan interested in offering this type of service in the future?
No.  The Plan is not interested in offering this type of service at this time.
10. Please indicate all IRS codes related to this RFP? Is it a 457 plan? 401a plan? Please confirm this is a 457b government plan only
The Plan is a 457 (b) supplemental tax-deferred retirement plan for state employees. 
11. Please clarify whether this plan has employer contributions or if it is just employee deferrals.
There is one small State agency that has employer contributions; however, the applicable employees are immediately vested with the contributions and tracking is not required.
12. Please indicate if this plan encompasses just state employees or if other political subdivisions are eligible to participate? i.e.) Cities/Counties/Special Districts

The Plan is composed of State of Illinois employees, including employees of State agencies, boards, commissions and universities; other political subdivisions are not eligible to participate.
13. If there are multiple state agencies &/or political subdivisions does the state provide a centralized payroll or do some agencies submit separately?  How many payroll centers does the Plan have? How do the payroll centers remit? (web, file, paper, check, ACH, wire).  Please provide a sample of your current payroll file format.

For additional information, please refer to Question 33.  The Plan currently has approximately 45 payroll centers that it collates into one daily transmission and wire.  Payroll information is sent as a VPN transmission from the mainframe.  Please see attached for a sample of the Plan’s current payroll file format.

14. Is the plan expecting the new provider to recordkeep deferrals?
Yes.
15. Please indicate the current process for submitting loan payments. Is it done through a payroll file or directly with a participant bank account (ACH)?

All loan repayments are completed by the Recordkeeper with ACH withdrawal directly from the participant’s bank account.
16. How many new loans are issued each year for the past 3 years? What’s the average number of outstanding loans for the past 3 years?
2012 – 0 loans

2013 – 3,231 loans

2014 – 1,161 loans

Not including 2012, the Plan has an average of 4,400 loans outstanding.
17. Will the Plan accept our file layouts for deferrals and loans?

Since any selected recordkeeper will be responsible for administering loan provisions, the Plan will accept a new file layout, assuming the layout supplies all information as deemed applicable by ISBI.
18. Does the plan allow for installment payments? If so, how many participants are receiving payments?

Yes, there are 2,861 participants receiving an installment payment.

19. Please provide a complete breakdown of assets by fund (including each target date fund) as well as the current expense ratio and revenue share.

Outlined in the first two pages of the Recordkeeper RFP is a breakdown of the Plan’s assets by fund. The assets in the Plan’s target date funds are distributed as follows:

T. Rowe Price Income
$25mm

T. Rowe Price 2005

$0.9mm

T. Rowe Price 2010

$50mm

T. Rowe Price 2015

$83mm

T. Rowe Price 2020

$115mm

T. Rowe Price 2025

$63mm

T. Rowe Price 2030

$52mm

T. Rowe Price 2035

$29mm

T. Rowe Price 2040

$25mm

T. Rowe Price 2045

$11mm

T. Rowe Price 2050

$3mm

T. Rowe Price 2055

$5mm

The listing of all the corresponding expense ratios and revenue sharing by investment option is detailed below:
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20. Can you provide the current plan document & service agreement?

No.
21. Cells C84-C99 on the Excel spreadsheet provided do not allow alpha or numeric entry. Will you provide a revised spreadsheet?

Please refer to the excel spreadsheet posted on the ISBI website.
22. Do you currently offer a self-directed brokerage?

No.
23. Can you please confirm that there is a limit on the number of unforeseeable emergency withdrawals that are permitted per participant under the current plan? If so, how many are allowed per year?
The Plan does not impose a per-participant limitation on the number of hardship application submissions or unforeseeable emergency withdrawals permitted.  
24. Are there life insurance policies in the 457 plan? 
No.

25. Are all the investment options considered fully mappable?
Yes.  The Plan’s investment options have the ability to map to a new recordkeeping platform and all are priced daily with no restrictions.
26. What are the discontinuance provisions of the Invesco Stable Value separate account?
Since the Invesco Stable Value account is managed through a separate account vehicle structure, it does not utilize put provisions. The underlying wrap contracts allow for liquidation of assets at the lesser of market or book value. The market to book value ratio is greater than 100.

27. Please confirm whether in-plan Roth conversions are permitted and the process currently in place for participants electing to make designated Roth contributions. 

The Plan is in the process of allowing for in-plan Roth conversions; a formal policy has not yet been implemented.
28. Please confirm the number of locations across the state that will be submitting separate payroll remittances? 
Please refer to Question 33.
29. Could you please provide the citation describing the role of fiduciary as defined by the Illinois Pension Code?

40 LCS 5/1-101.2.  Please refer to the revised RFP Minimum Qualifications.
30. What types of transactions are currently being processed via paper? 
The Plan currently processes the following transactions in paper format: enrollment, re-enrollment, change in deferral amount, beneficiary election, purchase of service credits, transfers-in and beneficiary transfers and distributions.
31. How many days of on-site education do you currently receive per year? 
The Plan currently receives 50 on-site education meeting days per year; however, the Plan has never been charged for exceeding the 50 day limitation. 
32. Could you provide more detail around current loan policy?
Please refer to the Plan’s Administrative Rules (80 Ill. Adm. Code 2700, Section 2700.700).
33. Could you provide more detail regarding the payroll remittance process and the file layout used for your transmittal? Do all the location remit using the same file layout? 
Central Management Systems Deferred Compensation Division (“CMS”) collates the payrolls into one daily transmission and wire.  While there are approximately 45 payrolls offices, most checks are processed by the Office of the State Comptroller. For checks processed by the Comptroller, the IT department at CMS receives a daily tape for all issued checks and produces a report showing all participants who had deferrals taken for that date.  The dollar amount for those deferrals is verified.  
For checks not processed by the Comptroller, including those issued by the universities and a few other State commissions, tapes are individually submitted and deferrals are reported per pay period. The employers for these types of checks either wire the money for the deferrals or send a check for the deferrals directly to CMS. Contractual employees have individual checks submitted to CMS and their deferrals are processed as vouchers, which are manually entered into the database by CMS for transmission.
The current investment timeline is outlined below:


DAY 1

· The Comptroller issues checks for payrolls.
· The electronic information is received by CMS sometime after 11:AM CST (no vouchers can be processed for that day).

DAY 2

· CMS Staff uploads the manual deferrals to the mainframe and combines them in a file along with the deferrals issued by the Comptroller, the universities and other state commissions.

· A reconciliation sheet is prepared to sort out discrepancies. Once finalized, a voucher is issued to the Comptroller’s Office. This file is also transmitted via VPN to the Recordkeeper along with reconciliation via fax.
· The Comptroller’s Office then issues a check to the Treasurer’s Office the same evening.

DAY 3

· The check issued in DAY 2 is hand delivered to the Treasurer’s Office.

· The Treasurer’s Office wires the money to the Recordkeeper.

DAY 4

· The Recordkeeper invests the money.
34. What other “State Sponsored Programs” are available to employees, and how do those plans coordinate with the Deferred Compensation Plan?
The State provides insurance benefits along with a Medical Care Assistance Plan (MCAP), Dependent Care Assistance Plan (DCAP), and a Commuter Savings program that have no coordination with the Plan. Each of the 11 State Universities may also provide 403(b) plans.  CMS provides inquiry access into the Recordkeeper database to these individual payrolls for purposes of coordinating any loan and/or hardship withdrawal restrictions.
35. Will loan data for other State Sponsored Programs be provided to the recordkeeper in order to enforce loan restrictions? 
No.  The Plan’s current practice is to self-certify.
36. Can a breakdown of active and terminated participants with balances be provided?
Active Participants – 37,524 with a total balance of $2.376 billion.
Terminated Participants – 14,826 with a total balance of $1.700 billion.
37. Can a breakdown of participants who have balances under $3,000 and over $3,000 be provided?
45,236 participants > $3,000 account balance

6,788 participants < $3,000 account balance
38. Is detail available regarding prior year QDROs, minimum required distributions, withdrawals, and loans initiated?
	
	2014
	2013
	2012

	QDROs processed
	49
	56
	61

	Loans Initiated
	1,161
	3,231
	0

	Installments*
	2,861
	2,876
	3,027


*Installments may include RMDs.

39. Given last year’s negative net cash flow, can prior years’ data also be provided?

       2009: $44 million

2010: $5.8 million

2011: ($7.8m) million

2012: ($64m) million

2013: ($97m) million

40. To which other plan(s) might the recordkeeper be asked to perform transfers?
In-service rollovers are currently not permitted under the Plan; however, the Plan does allow for the purchase of service credits with other reciprocal retirement plans in Illinois.
41. Are any of the existing investments subject to transfer restrictions?
No.
42. Does the State wish to maintain the current fee structure in which participants with balances less than $3,000 are not charged a recordkeeping fee, and participants with balances above $3,000 are charged $35?  
Yes.  The Plan’s current fee structure was constructed to comply with Illinois Administrative Rules requiring that the participant fee be charged as a percentage of the participant’s account balance. Conversely, ISBI is open to suggestions on structuring participant fees.
43. Can the plan document be provided?
The Illinois Administrative Rules governing the Plan are considered the plan document.  Please refer to 80 Ill. Adm. Code 2700.

44. Is there a standard contract the State will utilize as a starting point for contract negotiations?  If so, can the contract be provided?

Yes.  Please refer to Exhibit B for pertinent provisions.
45. Will any custom file feeds be required?  If so, can the specifications be provided?
Yes.  A daily transmittal for investments and an employee data maintenance file is needed; the file formats will be uploaded to the ISBI website.
46. Since the State has a de-centralized payroll, with how many payroll contacts will the vendor interact?
There will only be one payroll contact. Please refer to Question 33 for more detail.

47. Can you provide details on any manual processes that are in place today?
The Plan uses manual processes for the following: negative contribution reconciliation, hardship notification and distribution processing, over-deferral and kick-out notification and resolution, service purchase transfers, forced RMD analysis, calculation and distributions, beneficiary account creation and transfers, forced beneficiary RMD distributions, qualified rollover-in investing and various manual deferrals outlined in Question 33.
48. What is working well with State’s current employee communications program?  Are there aspects of the program the State wants to change?
The ability to customize communication and the current access to various communication channels has been advantageous to the Plan in communicating with its participants.  The Recordkeeeper’s communications team works closely with both ISBI and CMS to collaborate on the content and timing of delivery of information to Plan participants.  The Recordkeeper’s education specialist responsible for meeting in-person with various participants is very familiar with the Plan; ISBI appreciates the importance of maintaining accuracy and consistency with the information delivered to Plan participants.
49. What percentage of employees have access to email?
Approximately, 27,311 Plan participant email addresses are on file with the Recordkeeper.
50. What is the geographic dispersion of employees?  Is a list of employees by location available?
The list of State employee, by zip code, will be updated to the ISBI website.
51. Is information available regarding covered employees’ salary ranges or income bands?
Summary of State Employee Salaries

	Range
	# of Employees

	<$11,000
	6,268

	$11,000 to $21,999
	818

	$22,000 to $32,999
	6,553

	$33,000 to $43,999
	17,286

	$44,000 to $65,999
	34,394

	$66,000 to $87,999
	23,922

	$88,000 to $109,000
	10,598

	$110,000 to $143,000
	3,922

	>$143,000
	2,947


