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RESPONSES TO QUESTIONS FROM PROPOSERS 
FOR SFDCP’S TARGET DATE FUND INVESTMENT MANAGEMENT REQUEST FOR PROPOSAL 

To All Proposers:  Please review this document for responses to all the questions posed by investment managers 
regarding this search.  The deadline to submit questions was November 13, 2015.   

QUESTIONS & ANSWERS:  

1. As it pertains to the SFDCP RFP question: "The investment management firm must have at least 1 custom 
target date fund client,"  we have the following questions:  

 In what capacity is SFDCP/Angeles asking about custom target date products; does this refer to 
glide path only?  

 Or is this glide path plus the management of the underlying assets?  

 Or is this in reference to managing a sleeve of a custom target date fund without management of 
the glide path?  

 
RESPONSE:  As noted in the RFP, the scope of work for this Request for Proposal is for an advisor to act as 
a fiduciary by constructing and maintaining customized glide paths on a fully discretionary basis for a series 
of target date funds.  The scope does not include manager selection, and the selected firm would not be 
given any guarantees for managing any of the underlying assets, though the firm would be eligible for 
consideration.   

As it relates to the minimum qualifications of this RFP, the Investment Management Firm must have at least 1 
custom target date client where the Investment Management Firm serves as the glide path manager only or 
the glide path manager and the manager of the underlying assets.  Managing a sleeve of a custom target 
date without the management of the glide path does not meet the qualifications of this RFP.  

2. Would the RFP proposal be open to organizations that as a 3(38) provider would have the discretion over 
the implementation of the investment structure within the custom target date funds, not just the asset classes? 

RESPONSE:  No, the scope of work for this Request for Proposal does not include manager selection, and 
the selected firm would not be given any guarantees for managing any of the underlying assets, though the 
firm would be eligible for consideration.  The TDF Investment Manager would have responsibility for 
recommending which SFDCP fund options should be used in the custom TDFs and at what allocation.   
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3. We had a question regarding Question 89 of Appendix A, under “Cybersecurity Policies” where the 
question reads “Has your firm experienced any security breaches? If yes, briefly explain.”  How far back 
would you like us to go?  Would you like to know if there has ever been one or if we have had one within 
a certain time period?  Also, should the answer be at a firm level or just the RIA that we represent? 

RESPONSE:  Please respond if your firm has experienced any security breaches since January 1, 2000.  
The response should be for the investment manager that will be directly responsible for the management of 
the target date funds.  

4. Would you be able to provide us with Appendix D (Investment Management Agreement) in Word format 
so that we can redline it?   

RESPONSE:  Yes, SFDCP has posted a Word version of Appendix D to accompany this Q&A document.   

5. Can a break out of active component managers versus passive component managers within the custom 
target-date fund be provided?   

RESPONSE:  Yes, please see below.  

 

6. Could you provide the manager and respective fund/strategy name for each component within the overall 
custom target-date fund? 

RESPONSE:  See the table provided in response to Question 5.  

7. Can you provide the fees such as the total expense ratio for each custom target-date vintage? 

RESPONSE:  The expense ratios are provided in the Fund Fact Sheets, which are provided on SFDCP’s 
website:  

Passive or 

Active Fund Ticker

Growth Category

US Large Cap Passive Vanguard 500 Instl VIIIX

US Mid Cap Core Active Fidelity Low Priced Stock FLPKX

US Small Cap Passive 50% Vanguard Small Cap Value Index, 50% Vanguard Small Cap Growth Index 50% VSGIX, 50% VFTNX

International Equity Active American Funds Europacific Growth Fund RERGX

Global Equity Passive DFA World Core Equity DREIX

Emerging Markets Equity Passive DFA Emerging Markets DFCEX

Global REITs Active Morgan Stanley Global Real Estate MRLAX

Commodities Active PIMCO Commodities Real Return PCRIX

Global Listed Infrastructure Active Nuveen Infrastructure FGIYX

Global High Yield Fixed Income Active PIMCO High Yield PHIYX

Emerging Markets Debt Active MFS Emerging Market Debt R4 MEDGX

Capital Preservation

US Fixed Income Active Baird Core Plus BCOIX

TIPS Active DFA Inflation Protected DIPSX

Short Duration Bonds Active Wells Fargo Short Duration Government WSGIX
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http://sfdcp.preparewithpru.com/content/investments.php  

8. As far as education and communication, can you provide some background regarding the expected role 
of the TDF provider?  More specifically: 

 How do you communicate the TDF strategy to your existing participants today?  

 Do you utilize Prudential and/or a third party communication consultant to help with this initiative?   

 How important is this area in determining the future provider? 

 What are you looking for from provider going forward? 

RESPONSE:  The Target Date Fund Investment Manager is responsible for contributing content to, 
reviewing, correcting, updating, and when necessary and appropriate, for each of the Custom Target Date 
Funds (a) a “fund fact sheet,” (b) a “summary prospectus” or “Profile,” as described in Department of Labor 
Advisory Opinion 2003-11A and (c) such other participant communication materials as reasonably 
requested by the Plan for each of the Custom Target Date Funds.  The Target Date Fund Investment Manager 
coordinates with the Third Party Administrator (TPA) to provide this material in the TPA’s standard format as 
mutually agreed to by the Target Date Fund Investment Manager, the Plan, and the TPA.  

9. What percentage of employees (by 5 year age cohorts) have vested into the DB plan? 

RESPONSE:  Eligible employees become eligible to receive a benefit from the SFERS DB Plan after 5 
service-credited years.  Additional detail on the defined benefit plan can be found in the most recent publicly 
available SFERS Annual Report, which is here: 

 http://mysfers.org/wp-content/uploads/SFERS_AnnualReport_2014.pdf  

10. What is annual employee turnover rate (by 5 year age cohorts)?  

RESPONSE:  Sample rates of termination retirement by age and years of service are included in the Annual 
Report cited in the response to Question 9 above.   

11. What is the typical retirement age? 

RESPONSE:  For the purposes of this RFP, Proposers may assume a retirement age of 62 and a starting age 
of 25 years.  Proposers are welcome to include in their RFP response a discussion of how inputs (such as 
typical retirement age and starting age) are factored into the analysis to determine an appropriate glide 
path.  If your firm uses a different assumed starting age and/or retirement age, it should be identified in 
your response with the rationale.    

12. What is typical employee start age? 

RESPONSE:  For the purposes of this RFP, proposers may assume a retirement age of 62 and a starting age 
of 25 years.  Proposers are welcome to include in their RFP response a discussion of how inputs (such as 
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typical retirement age and starting age) are factored into the analysis to determine an appropriate glide 
path.  If your firm uses a different assumed starting age and/or retirement age, it should be identified in 
your response with the rationale.   

13. Has the DC plan ever done a reenrollment? If so, when? 

RESPONSE:  No, SFDCP has not done a reenrollment.  

14. When were the Target Date Funds established as the designated default investment option? 

RESPONSE:  The Target Date Funds were designated as the default investment option when they were 
funded in April 2012.   

15. What were the previous default options and the respective date ranges they were default options? 

RESPONSE:  The default option prior to the TDFs was the SFDCP Stable Value Fund.  

16. Please list your previous fund option closures in the plan, SF DC AUM at time of closure, and what 
investments those assets were mapped to? 

RESPONSE:  Regarding closures in the target date fund line-up, the SFDCP Target Date Fund 2015 was 
closed and assets of approximately $63 million were mapped into SFDCP Retirement Fund on September 
30, 2015.  

17. What are the typical DC participant savings rates (by 5 year age cohorts)? 

RESPONSE:  This information is not being provided to Proposers at this stage of the RFP process.  Proposers 
are welcome to include in their RFP response a discussion of how inputs (such as typical DC participant 
savings rates) are factored into the analysis to determine an appropriate glide path.       

18. What are the typical DC participant balance (by 5 year age cohorts)? 

RESPONSE:  Please refer to the plan data prepared by the TPA as of 9/30/15 that is provided in the 
response to Question 19.  

19. What is the average DC participant allocation to each investment option (by 5 year age cohorts)? 

RESPONSE:    

Fund Allocation by Age Group:  
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Participant Count by Fund by Age Group: 

 

20. Who is your custodian? 

RESPONSE:  The custodian is State Street Bank & Trust.  The Third Party Administrator (TPA) is Prudential.   

21. Which entity currently places rebalance trades? 

RESPONSE:  Prudential, as the Third Party Administrator, places the rebalance trades.  The TDF Investment 
Manager receives monthly reports on holdings in the custom TDFs.   

22. Please clarify the following requirement listed in the RFP: “Confirm the calculation of performance of each 
custom TDF as performed by the TPA”? Is it asking the glide path manager to compare its returns to the 
TPA’s returns and note discrepancies or are you looking for the glide path manager to do a deeper dive 
into analyzing the TPA’s and/or Custodian’s calculations? 

RESPONSE:  The Target Date Fund Investment Manager will be responsible for confirming the performance 
calculations prepared by the TPA.  If the Target Date Fund Investment Manager determines performance 
was not calculated correctly, the Target Date Fund Investment Manager shall immediately notify the Plan, 
coordinate with the TPA to complete a reconciliation, and report results and issues back to the Plan. 
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23. How is the TPA currently calculating the returns? Is it NAV based, time weighted or another method? 

RESPONSE:  The TPA establishes a value and provides recordkeeping for the custom target date funds each 
day the New York Stock Exchange is open on a “unitized,” “gross,” and “net” basis as of each valuation 
date using a “change factor methodology.”   The TPA uses a “change factor methodology,” which involves 
the determination of a gross change factor by dividing the current day “balance with growth” by the 
beginning of day (“BOD”) net assets.  The current day balance with growth is the sum of the BOD net assets 
plus the net investment income and net capital gains or losses (realized and unrealized) reported by the 
valuation agent.  The gross unit value is determined by multiplying the change factor by the prior day’s unit 
value. The net change factors are derived from the gross change factor by performing an additional 
calculation that incorporates the available management fee percentages defined for that fund. The net unit 
values are determined by multiplying the net change factor by the prior day’s net unit value.   

24. Please provide further clarification on the following scope of services: “Provide quarterly performance 
reports for Staff and the Plan on the TDFs relative to benchmarks, peers, and other criteria.” 

RESPONSE:  It is expected that a senior member of the Service Team will attend quarterly Deferred 
Compensation Plan committee meetings and deliver quarterly reporting on the Custom Target Date Funds’ 
performance, benchmarking, methodology updates, and capital markets developments.  The Target Date 
Fund Manager will coordinate delivery of these reports with the Plan, and, upon request, will provide 
content for inclusion in the Investment Consultant’s semi-annual investment review report.   

25. Please clarify whether the expectation is that the Investment Manager quarterly performance reports will 
include the manager’s returns or the TPA’s returns.   

RESPONSE:  The quarterly performance reports shall include the TPA’s returns.   

26. Please indicate specific items under “other criteria”. 

RESPONSE:  Refer to response to Question 24.  

27. Please define peer group. 

RESPONSE:  The current peer analysis is compiled and provided by the Investment Manager.  

28. Does SFDCP have an existing provider to create Fact Sheets? If yes, who? 

RESPONSE:  The TPA is responsible for creating the quarterly Fund Fact Sheets.  The Target Date Fund 
Investment Manager is responsible for contributing content to, reviewing, correcting and updating, as and 
when necessary and appropriate, for each of the Custom Target Date Funds Fact Sheets.  

29. Provide City and County’s definition of third party marketer and/or placement agent, referred to in question 
14. 

 
RESPONSE:  The City and County relies on the definition found in California Government Code Section 
7513.8(f). 
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30. Please clarify if SFDCP is looking for our current off-the-shelf asset allocation or proposed asset allocation 
in question 53. If SFDCP is looking for our proposed asset allocation, we would need the participant data 
requested above. 

RESPONSE:  Question 53 requests the asset allocation for your firm’s off-the-shelf target date funds OR the 
asset allocation for a custom TDF glide path.  Proposers should clearly identify what they are providing in 
their response to question 53.  

31. Please clarify what SFDCP means by “customer service”, related to question 85. Please indicate specific 
items under “customer service”. 

RESPONSE:    Proposers should identify all elements of customer service their firm can provide to SFDCP to 
maximize the value of the firm’s custom Target Date Fund Investment Management services.   

32. Are there any views on the specific risks the Plan is attempting to mitigate? (e.g. longevity, inflation, 
downside)?  

RESPONSE:  The Plan seeks to address relevant risks for participants (including the three examples cited in 
the question, as well as other risks such as health care costs) in its custom Target Date funds.  The Investment 
Manager will be expected to identify relevant risks and develop a glide path that addresses these risks, and 
should include a discussion of this process in its response.   

33. Are there any specific demographic inputs that are available to be modeled? (e.g. average age of the 
participant, salary, salary increase rate, employee / employer contribution, income replacement ratio, 
final salary)? 

RESPONSE:  Information on demographics of the plan can be found in the SFERS Annual Report cited 
above.  Proposers are welcome to include in their RFP response a discussion of how different inputs and 
variables are used to formulate an appropriate glide path.     

34. Will Angeles continue to retain responsibility for manager selection? If so, to what extent will they be 
involved in making active/passive decisions within asset classes, or allocation decisions between funds if 
multiple funds are used in an asset class? 

RESPONSE: At this time, it is expected that the SFDCP general investment consultant (currently Angeles) will 
retain responsibility for manager selection recommendations to the SFDCP Deferred Compensation 
Committee and the SFERS Board both for the investment managers that comprise the SFDCP funds that are 
available, and for managers to implement asset classes included in the TDF glide path that are not stand-
alone SFDCP fund options. .  The Investment Consultant will continue to make recommendations to the 
SFDCP Deferred Compensation Committee and the SFERS Board regarding active/passive decisions within 
asset classes as well as allocation decisions between funds if multiple funds are used within an SFDCP fund 
option. The TDF Investment Manager will make recommendations for the use of SFDCP funds within the 
TDFs.   

35. Will we be precluded from bidding if our firm does not provide manager-level guidance in these respects? 
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RESPONSE:  No. As noted in the RFP, the scope of work for this Request for Proposal is for an advisor to 
act as a fiduciary by constructing and maintaining customized glide paths on a discretionary basis for a 
series of target date funds.  The scope does not include manager selection, and the selected firm would not 
be given any guarantees for managing any of the underlying assets, though the firm would be eligible for 
consideration.   

   


