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General Questions

1. What primary area does the WDC want to improve with respect to the services currently being delivered?


ANSWER: In general, the WDC has been satisfied with the services provided by the current service provider. The WDC Board is interested in making sure that WDC remains a progressive plan, able to offer participants the latest in services and technologies, while remaining an affordable option for participants. The Board is focused on ensuring that participants receive the best possible services for the most competitive price.
2. Would the WDC be able to provide office space in the State office facilities to house an on-site staff?   If so, what would be the cost to lease space?

ANSWER: At this time, there is no extra space in the building that houses the Department of Employee Trust Funds (ETF), so providing office space for the WDC administrator is not an option.
3. Please explain or provide guidance with respect to ch. ETF 70.08(3).


ANSWER: Ch. ETF 70.08(3), Wisconsin Administrative Rules, describes the process used by the Wisconsin Deferred Compensation (WDC) Board to remove investment products from the WDC spectrum of investment options. It is a two-step process that takes a minimum of one year to complete, beginning on the January 1 of the year following the Board’s decision, and is intended to provide participants with a lengthy advance notice that an investment option has been determined to be no longer acceptable for inclusion in the WDC. Participants are notified several times of the intent to remove a fund and given the option to redirect their deferrals and account balances. Those that do not move out of the departing fund by the end of the year have their balances ‘swept’ to another investment option, which in the recent past has typically been the WDC money market account.
4. There are several references to equivalent FT hours?  Should this read 2,080 hours?


ANSWER: Yes. This is an unintended typo. It should read 2,080 hours.

Recordkeeping/Administrative Questions

5. We understand and respect the State's desire to remove any perceived conflict of interest by separating the decision-making for investment management services from that of the third party administration services. As the largest stable value provider, we feel that we can better serve the State in that capacity. Will the State entertain a response that addresses specific investment needs only (as opposed to fully responding to the State's TPA RFP)?

ANSWER: The current RFP is for administrative services only. The Board is not interested in any bundling or packaging of administrative services and investment products. A separate search is conducted when the Board decides to review additional investment options.  

6. Does the WDC expect the recordkeeper to perform any compliance testing?

ANSWER: Yes. The recordkeeper is expected to perform some compliance testing. For example, accounts are tested to ensure participants do not over-defer.
7. In lieu of establishing a separate bank account to house the administrative expense account, is it permissible to house the account under the plan on the same administrative platform as the participant records?  The plan may select from any available investment option offered for the investment of the expense account.  

ANSWER: No, this is not likely. The Board went through a measured process in which it examined options for the administrative expense account. Through the State of Wisconsin’s banking contract, the Board is able to maintain favorable terms. It is unlikely that the Board would consider changing this.

8. To what degree is the current vendor providing independent investment selection and annual fund performance review services?  Please provide what is reported to the Board.


ANSWER: The Administrator is required to prepare an annual evaluation of all investment products offered by the WDC to assist the Board in their review.  A sample of the report provided to the Board for the annual fund performance review may be viewed at:  http://etf.wi.gov/boards/agenda_items_2004/dc20040511item3b.pdf
Investment Option Questions

9. Who is the current bank?

ANSWER: The Board has contracted with M&I Bank of Southern Wisconsin to manage the FDIC option for the WDC.
10. How is the interest rate established?  Does it represent a 90-day T-Bill, for example?

ANSWER: The WDC FDIC option pays a blended rate of interest based on the LIBOR. The fixed/floating interest rate allocation is selected annually by the WDC Board. The fixed rate is established at the beginning of each year while the floating rate is adjusted quarterly.  The two rates are calculated to determine what the rates will be for the quarter.
11. How often is the FDIC option replaced with another FDIC option?

ANSWER: At the WDC Board’s discretion.
12. Is the rate established for a future period?  How often does the rate change?

ANSWER:  The WDC FDIC option pays a blended rate of interest based on the fixed/floating interest rate allocation selected annually by the WDC Board. The fixed rate is established at the beginning of each year while the floating rate is adjusted quarterly.  The two rates are calculated to determine what the rates will be for the quarter. The rates are declared and communicated to the record keeper after the close of business two business days prior to quarter end.  The record keeper breaks the rates down into the daily interest factor that needs to be applied to participant accounts.
13. Please provide further clarification surrounding the Fixed Account/Cash asset class category.  Overall, are there any transfer restrictions for the participant movement of assets directly between any of the Fixed Account/Cash asset class investments? 

ANSWER:  The FDIC option does not have a transfer restriction in or out.  However, the Stable Value Fund does have a restriction; assets in this option are subject to an equity wash requirement.  Participants who have assets in the Stable Value Fund are not able to directly transfer them to the FDIC option.  
14. How is interest credited to participant accounts?

ANSWER:  The interest is applied to each participant account on a daily basis.
15. Please explain the underlying construction of the stable value fund.

ANSWER:  The WDC Board has contracted with Galliard Capital Management, Inc. to provide the WDC Stable Value Fund option. It is currently managed by one advisor with two sub-advisors.  The object of the Stable Value Fund is to invest in diversified portfolios of intermediate maturity fixed income securities. The investment objectives are to have between 15 and 30% in cash equivalents, (a buffer fund) and between 70 and 85% in managed synthetics (All managed portfolios must have book value wrap contracts in place.).  All securities must be investment grade when purchased.  Blending the different investment styles of the advisors provides broader portfolio diversification and additional return stability in varying economic and interest rate environments.
16. If the stable value fund has multiple underlying products, has the WDC verified with the underlying investment products that the consolidation does not violate the Securities Acts of 1934 and 1940?

ANSWER:  The WDC’s stable value fund is a single offering; it does not have multiple underlying products. It is currently managed by one advisor with two sub-advisors.  It is not subject to the Securities Exchange Act of 1934 and because it is not a mutual fund, it is exempt from the Investment Companies Act of 1940.  

17. How is the interest-crediting rate established for the stable value fund and who establishes the rates?

ANSWER:  The daily interest factor is established by the stable value option provider and communicated to the record keeper.
18. What are the historical rates for the stable value fund for the last two years, by quarter?

ANSWER:
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19. Is there a minimum guaranteed rate for the stable value fund?

ANSWER: No, there is no minimum guaranteed rate.
20. Are there any restrictions on the liquidity of the stable value fund? That is, does the WDC have an equity wash? Please describe any plan or participant-directed transfer restrictions, contingent deferred sales charges or market value adjustments, fixed account notification periods associated with any of the investment options.

ANSWER: The Stable Value Fund has a restriction, an equity wash requirement.  Participants who have assets in the Stable Value Fund are not able to directly transfer them to the FDIC option.  
21. Does the plan contain any life insurance policies?


ANSWER: No. However, there are a few remaining guaranteed investment contract (GIC) accounts that were ‘grandfathered’ from an investment vehicle used by the WDC the late 1980s.

Education, Communication and Service Questions

22. Please explain the current local field service structure? 

· Are the current field representatives providing service to the Plan permitted to sell outside products to your plan participants?

· Where are the current Field Representatives located? 

· How many individual meetings were conducted in the last 12 months? 

· How many group meetings were conducted in the last 12 months?

· What specific educational seminar topics have been delivered to the employees? 

· What has the participation been for group meetings?  

· Can you elaborate on the usage of the e-seminars?


ANSWER: As stated in Section E of the RFP, the administrator currently employs 9.5 full time staff plus a full-time manager to service the WDC. Three field staff members are located around the state (outside of Madison) to service employers and employees throughout Wisconsin, and two service employers in the Madison area. These field staff provide group presentations as well as one-on-one servicing at state agency, local government and school district locations throughout Wisconsin. The remaining staff members are assigned to the Madison office and service WDC participants in and around the Madison area as well as handle all telephone calls on the local and toll-free lines. 

The administrator’s staff are employed by the administrator to work solely for the WDC; they do not and are not permitted to sell outside products to WDC participants.

The existing group presentations provide focus on three separate topics: 1) explaining the WDC to eligible employees; 2) providing investment education and program updates to current and future participants; and 3) explaining retirement options and federal tax rules to those participants nearing retirement.  

The current administrator does not track employee participation at specific site visits. Rather, they track visits to employers and type of presentation. Attendance at local employer presentations ranges from 10-50 people; state agency presentations may have from 10-75 people in attendance.

Several group presentations have been developed to assist WDC participants in understanding the importance of saving for retirement, as well as how asset allocation, risk and WDC investment options can impact their personal financial goals. The issues addressed within the group presentations are reinforced through the quarterly participant newsletter.

In 2003, all 641 local employers in the WDC were contacted and offered site visits.

· 252 or 39.31% declined a visit

· 389 or 60.69% received an on-site visit

· 135 general information presentations

· 212 review and update presentations

· 42 benefit planning seminars

In 2003, all 107 state agencies were contacted and offered site visits.

· 25 or 23.36% declined a visit

· 82 or 76.64% received an on-site visit

· 26 general information presentations

· 43 review and update presentations

· 19 benefit planning seminars

The WDC does take a number of in-house appointments, but they amount to very few compared to the number of calls to the IVR and hits on the Web site. Table 3 from Section E of the RFP, reproduced below, provides an indication of participant activity in 2003.

Table 3: WDC PARTICIPANT ACTIVITY

Type of

Information/Service
2001
2002
2003


IVR
Web
IVR
Web
IVR
Web

# of Accesses
50,200
205,034
40,720
239,340
42,901
278,293

Account Balance Inquiries
18,575
*
11,895
*
10,912
*

PIN & Password Establishment
498
2,150
527
2,090
345
1,962

Transfer to Participant Service Representative
3,482
N/A
1,550
N/A
887
N/A

Allocation Changes
320
1,952
272
2,369
168
2,383

Deferral Changes
353
937
344
1,937
229
2,423

Exchanges Completed
1,324
3,027
1,058
4,333
924
5,658

End Result Exchanges
N/A
796
N/A
896
N/A
933

* The opening page of each participant’s account provides the participant’s current balance, so this item is not tracked separately for Web statistics.

In addition, the administrator’s local office handled 40,202 phone calls during 2003.

In 2004, the administrator developed and released the first three of a planned series of eWorkshops in the investment education section of the WRS Web site (www.wdc457.org). These are online interactive workshops complement existing group presentations and take approximately 20 minutes to complete. Topics currently covered are:

· “Invest in your future with deferred compensation”

· “Digging up dollars: how to reduce debt”

· “Digging up dollars: how to create a spending plan”

23. Please explain the existing types of online or in-person investment advisory services currently provided.

ANSWER: From WDC participant workshops, brochures, the Web site, including the new interactive eWorkshops, participants can currently learn money-management skills and the fundamentals of money management. This information provides a basic understanding of financial concepts and provides information participants can use to make smart financial and decisions.

24. Does the plan currently offer an advisory service to participants?  If so, from whom? 
ANSWER: No, the WDC does not currently offer an advisory service to participants. However, the Board has had some discussions on advisory services and this feature may be added in the future.
25. How do participants access the advisory service? Does the plan or the participant pay fees for the service?
ANSWER: Not applicable as the WDC does not currently offer an advisory service.
26. Please explain the WDC’s definition of the term “financial planning”? 

ANSWER: Financial planning encompasses both guidance and advice. The Board seeks to provide WDC participants with information needed to become wiser spenders and greater savers of their financial resources. Financial planning helps help guide emplopyees in making choices among the WDC investment offerings. 

27. Does the financial planning service incorporate outside personal assets?


ANSWER: Although the WDC does not currently offer an advisory service, if one were to be offered in the future, in order for it to be as useful as possible to participants, the Board would like to see any financial planning or advice offered include outside personal assets.
28. In addition to emergency hardship withdrawals, does the plan allow in-service withdrawals?  If so, what type(s) and the volume?


ANSWER: In-service withdrawals are only permitted for:

a) approved financial hardship withdrawals, and 

b) one time de minimis in-service distributions if a participant’s total account balance is less than $5,000 and the participant has not deferred into the WDC for two or more years. 
The WDC does not currently offer participant loans.
29. Section 2.16 references the Administrator to pay for the production and cost of all mailings of WDC communications to participants.  Please identify the volume and frequency of additional items to be mailed other than normal administrative items, such as statements, confirmations, etc.  If other items are provided, who prepares the material?

ANSWER: In addition to routine mailings such as participant account balances and the performance report, the Board has requested special mailings. From 1999 through 2002, the Board requested four additional mailings. In the past two years due to changes in the WDC investment fund spectrum and the mutual fund industry investigations and results, the Board has requested several special mailings. The table below provides information on special mailings in 2003 and 2004:

Date
Reason for Mailing
Approximate Number

2003
Annual Deferral Increase Reminder
13,544

2004
Janus Fund Closure Notice #1
41,135

2004
Dreyfus Removal Letter
2,569

2004
Janus Fund Closure Notice #2
17,255

2004
Annual Deferral Increase Reminder
11,685

2004
Dreyfus Removal Letter #2
2,903

30. Please clarify and explain how the Asset Allocation Service and Automatic Rebalancing service currently works.  Our initial review of the service on the WDC Web site appears to indicate this to be a “guidance” service providing general asset class suggestions by which participants select the investment options from those available under the plan.  Then establishing a rebalancing feature for the options they have chosen.  Is this correct?  

· How is it communicated?

· How is it made available to participants, (paper, over phone, web site, in person)?

· Please confirm that only 20% of participants utilize this service.


ANSWER: Your initial assumptions are correct. The WDC’s customized asset allocation service allows participants to potentially maximize return and realize investment objectives while reducing total investment risk to the participant’s investment portfolio through diversification. After a participant reviews the guidance available, selects his or her asset allocation model (using the WDC investment options available) and enrolls in the service, the administrator monitors the participant’s account balance each quarter to determine if it matches the participant’s designated allocation percentages. If it is out of balance by 5% or more in any one of the participant’s selected investment options, the administrator initiates automatic exchanges to rebalance the participant’s account to match the participant’s designated asset allocation model.

Information on the WDC Asset Allocation Service and automatic rebalancing service is provided to participants at presentations and via the standard methods available: newsletter, brochures, Web site, IVR, etc. Participants wishing to enroll in the automatic rebalancing service must submit a signed application to the administrator.
As shown in the table below, as of June 30, 2004, just over 20% of WDC participants are utilizing the service. The table below provides data on WDC participant use of the asset allocation service since inception:

WDC Asset Allocation Service

Year
# Starting Asset Allocation
Total # w/ Asset Allocation
WDC Population
WDC Population w/ Asset Allocation

1998
1,319
1,319
31,603
4.2%

1999
1,858
3,098
33,395
9.3%

2000
2,224
5,141
35,827
14.3%

2001
1,610
6,490
37,809
17.2%

2002
1,509
7,606
39,164
19.4%

2003
   956
8,054
40,593
19.8%

2004
    555*
8,446*
41,595*
20.3%*


* as of 6/30/04

31. The RFP mentions that the WDC retains “Publishing Rights” on materials.  Can you clarify which Print, Web, and/or Voice Response services or materials does this refer to and for how long?


ANSWER: The WDC maintains editorial and publishing control over virtually all WDC publications and materials. While participant brochures, newsletters, forms, Web sites, etc. and information for the interactive voice response system may be drafted or designed by the recordkeeper, the Board retains the right to edit and customize the material to be WDC-specific, when and where needed. The Board is primarily concerned with making sure that information related to the WDC is accurate and appropriate, not copyrighting. The Board seeks to maintain control over its materials; WDC materials may not be used by the administrator without permission from the Board. Length of time for WDC publishing rights is assumed to be indefinite, but this could subject to negotiation.
32. How is the current vendor notifying new employees or participating employers when they are eligible to participate in the plan? (Direct mail solicitations, group meeting announcement, general announcement in a newsletter, e-mail, etc.)


ANSWER: The current administrator uses a variety of methods to notify potential new participants and employers of their eligibility. New participants are most frequently targeted with on location group meetings and potential employers have received direct mailings as well as telephone calls and on-site visits.

33. What is the volume of calls received by customer service staff annually?


ANSWER: The table below shows the WDC call volume from 1992 through 2003.

WDC Call Volume

YEAR
# OF CALLS

1992
27,928

1993
23,861

1994
26,515

1995
29,707

1996
37,305

1997
43,693

1998
47,170

1999
54,200

2000
47,719

2001
37,652

2002
46,460

2003
40,202




Average
38,534

34. What survey methods for eligible employees, participants and employers is the current vendor currently using?  (Paper, web, email or by phone)


ANSWER: The WDC has used direct mailings and survey inserts in the newsletter and email solicitations as well as surveys access via the Internet.
35. How many payroll systems and locations does WDC have?  What is the payroll frequency?

ANSWER: As stated in Section E of the RFP, over 640 separate payroll reporting units submit records of WDC participant deferrals. Although several employers, particularly the larger entities such as the State of Wisconsin and University of Wisconsin System report via a Web site or magnetic media and wire deferrals directly to the WDC's bank account, approximately 80% of the smaller local employers report and submit deferrals with hard copy check through a lock box. The payroll frequency varies, with most state employees on a bi-weekly or monthly payroll frequency and some local employers on a weekly basis. 
36. Does the plan utilize paper forms (for enrollments, deferral changes, exchanges/transfers, distributions or payroll submissions)?  Is so, what is the volume and is the State willing to consider automating some of these transactions?

ANSWER: Most WDC participant and employer documents are currently in paper format, but some transactions, such as deferral changes, exchanges/transfers, and employer payroll submissions are completed electronically. The table on the following page shows the volume of these transactions in 2003:

Transaction Type
Number Completed in 2003

New Enrollments
2,602

Option Changes/Amendments
18,842

Exchanges/Transfers
46,563

Distributions
1,505

When it is in the best interest of participants, the WDC would consider automating more of these transactions.

37. Does the WDC use a formal outside professional survey vendor or informal surveys done by the current vendor?


ANSWER: The WDC has used both, depending on the information to be gathered and resources available.
38. How frequently are surveys for each of these groups done?


ANSWER: In recent history, the WDC has surveyed participants on an as-needed basis, which as resulted in one survey approximately once every two years. Employers have also been surveyed on an ad-hoc basis, depending on the information desired to be collected and the time and resources available to complete the survey.
39. What population is being surveyed: all of the participants, eligible employees, employers or random samples?


ANSWER: All of the above, depending on the information to be gathered. Most frequently, the Board has surveyed participants by inserting a survey in the quarterly newsletter. The Board has also periodically requested surveys of all participating WDC employers.
40. What sample sizes have been used?

ANSWER: The July 2004 participant survey was sent to all eligible participants. In 2002, the sample size used was 13,458. When employer surveys are done, the survey is typically sent to all 640+ participating WDC employers.
41. What response rate have they received?


ANSWER: For the most recent participant survey, which was distributed in July 2004 as an insert in the quarterly newsletter, the response rate was 1.9%. The 2002 investment knowledge survey had a response rate of 17%, with nearly 25% of those surveyed via email responding and slightly over 6.5% of those surveyed by postal mail responding.
Participation Questions

42. What percent of participation does the WDC desire to achieve or expect by 2007?

ANSWER: The WDC Board would like to see sustained participation levels that increase each year by five to seven percent over the number of new enrollments in the previous year. 

43. Please verify the total annual amount (net) for contributions into the plan?


ANSWER: In 2003, total participant contributions equaled $117,840,123. Preliminary figures indicate that 2004 total participant contributions were approximately $118,465,646.
44. How many additional political subdivisions does the WDC expect to retain by 2007?


ANSWER: There are approximately 2,320 local employers within the State of Wisconsin that are eligible to offer the WDC to their employees.  As shown on the table on the following page, as of December 31, 2003, the WDC had the following participation rates:

Employer
# Eligible
# in WDC
% in WDC

Cities
185
105
56.76

Educational
468
156
33.33

Counties
71
33
46.48

Towns
880
106
12.05

Villages
340
130
38.24

Other
376
111
29.52

TOTAL
2,320
641
27.63

The WDC would like to see an increase in employer types that are currently under-represented such as towns and educational employers including school districts, technical colleges and the State university system.

45. Should the vendor maintain other business with political subdivisions within the State, how are exceptions granted?  Would the WDC be expecting an introduction into any existing political subdivision relationships currently maintained by the vendor?


ANSWER: The successful vendor will be required to disclose any competitive plans to the WDC and for whom these plans are marketed in Wisconsin. The vendor must agree not to market these plans in competition with the WDC. 

46. Part 4.2 – Will the state provide information on all eligible and participating employees?

ANSWER: The following demographics existed as of December 31, 2003:

Employee Type
Eligible
Enrolled in  WDC
% Enrolled  WDC
Active in WDC
% Active in WDC

State
61,719
19,430
31.4%
18,566
95.5

Local
68,742
14,098
20.5%
11,054
78.4

The percentage active in the WDC refers to those participants making deferrals in 2003. It is a product of the number enrolled in the WDC, not eligible for participation.

47. Please provide the number of participants in each range with respect to Table 4: WDC Participant Fees.

ANSWER: As of December 31, 2003, WDC participation rates at fee levels were as follows:

Participant Fee Range
# Participants

$0 to $5,000
7,746

$5,001 to $25,000
12,378

$25,001 to $50,000
5,188

$50,001 to $100,000
3,612

$100,001 to $150,000
1,265

$150,001 and up
933

48. If possible please provide the following information by age, gender and zip code:

· Number of participants (split by Local and State)

· Number of eligible employees (split by Local and State)


ANSWER: See answer to question 43 above for split by local and state. The table below provides a gender and age breakout of WDC participants as of December 31, 2003. At this time we are unable to provide a breakout of participants by zip code.

2003 WDC
<26
26-35
36-45
46-55
56-60
61-65
66-70
71-75
76+

Male
784
3,674
5,535
7,164
2,108
1,061
517
206
50

Female
662
3,244
5,210
6,706
1,874
922
455
167
29

Pricing and Fee Questions

49. Is revenue sharing from the existing fund lineup returned to the current administrator as part of their compensation?

ANSWER: As stated in Section E of the RFP, most companies contracted by the Board to provide an investment product reimburse the WDC for administrative costs that they would normally provide if they were handling recordkeeping at the participant level.  These reimbursements are in the form of a per participant account charge, an asset based reimbursement, or a proportionate share of the marketing material costs.

Any amounts paid to the Administrator from the investment providers are used to reduce participant fees and offset, dollar for dollar, the amount that is paid to the Administrator for the month that the reimbursements are received.  Additionally, all deferrals are credited to participant accounts within one business day from the date received from the employer and any interest on overnight balances is placed in the administrative expense account.
50. Please provide the total annual compensation from all sources provided to the current administrator.

ANSWER: Of the annual compensation paid to the current administrator in 2004, approximately 55.6% was paid from the WDC administrative account and the remaining 44.4% was the result of investment provider reimbursements. The investment provider reimbursements fluctuate as they are based on assets in the investment options providing reimbursements and the market. 

2004
NRS Total Compensation
Amount Paid by WDC Program
Investment Provider Reimbursements

$ Total
2,281,052.00
1,268,526.06
1,012,525.94

Percent

55.6%
44.4%
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