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NOTICE OF PUBLIC MEETING 
 

NEVADA PUBLIC EMPLOYEES’  
DEFERRED COMPENSATION COMMITTEE 

 
January 16, 2014 9:00 am – 4:30 pm 

& January 17, 2014 8:00 am – completion of agenda items 
 
Note: Persons may attend the meeting and provide testimony through a conference call conducted at the following 
location. If you would like to participate in the meeting by conference call, please email deferredcomp@defcomp.nv.gov  
for the conference call number and access code. 

 
Office of the Attorney General 

Mock Courtroom 
100 N. Carson Street 
Carson City, Nevada 

 
 
Below is an agenda of all items to be considered.  All items which are potential action items are noted as 

such.  Items on the agenda may be taken out of order, combined for consideration, or removed from the 
agenda at any time at the discretion of the Committee. 

 
 

AGENDA 
 

1. Opening Remarks 
 
2. Public Comment Comments from the public are invited at this time prior to the commencement of possible action items.  

The Committee reserves the right to limit the amount of time that will be allowed for each individual to speak and may 
place reasonable restrictions on the manner of public comment.  The Committee is precluded from acting on items raised 
during Public Comment that are not on the agenda.  Public comment pursuant to this item should be limited to items listed 
on the agenda. 

 
3. Update on Participant Survey 

 
4. Brief Report on Program Coordinator Activities to date 

 

COMMITTEE 
 

Scott Sisco, Chair 
NDOC 

Carlos Romo, Vice Chair 

Retired 
Brian L. Davie 

LCB 
Karen Oliver 

GCB 
Steve C. Woodbury 

GOED 
 

Shane Chesney 
Senior Deputy Attorney General 

mailto:deferredcomp@defcomp.nv.gov
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5. For Possible Action – RFP and Potential New Contract Planning Process 
 

a) Presentation from Investment Consultant on recent and successful RFP processes for Deferred 
Compensation Plans 

b) Presentation from the State Purchasing Division on how they would proceed with the RFP process 
for the Recordkeeper bid 

c) Discussion of fee paid to Investment Consultant for handling of RFP, and/or how that might be 
affected by State Purchasing Division handling the RFP process 

d) Unique variables relative to a Recordkeeper RFP 
1) Response time – 30 or 60 days? 
2) Best and final offers 
3) The Investment Consultant role 
4) The final presentation and scoring 
5) Recordkeeper references 
6) What is discussed behind closed doors and what is not? 
7) Loan provision 

e) Scoring the RFP – What is important to the Plan? 
1) One Recordkeeper or multiple - including advantages and disadvantages 
2) General Account versus Stable Value Account 
3) Balancing enthusiasm for obtaining our contract against a just and reasonable track record 

and/or experience levels (what should our minimum requirements really be?) 
4) Weighing the items contained within the RFP (costs versus services, etc.) 
5) What really needs to be included in the RFP (what’s fluff – what’s not) 

f) Presentation from Investment Consultant on cost sharing, RFP investment consultant costs, and 
how they are worked into RFP and final contract 

g) Presentation from Investment Consultant on the issue of “wrapping” or insuring the general funds 
as allowed for by previous legislation 

h) Timelines for the RFP, Contracting Process, and Transition 
i) Discussion on how participants accounts would be changed to the new investment lineup 
j) Educating the participants on the potential changes (participant education seminars) 

 
6. Various methods for reporting and allocating program costs 

 
7. Goals for 2014 

a) Participant enrollment numbers 
b) Review of Alliance Partnership Criteria/Participation 
c) NDC Website Management and Maintenance 
d) Participant Financial Education Days 
e) Plan Document Updates 
 

8. For Possible Action – Building the 2016/2017 Budget/Legislative Request 
a) Do we make permanent changes to Executive Director versus Program Coordinator position 
b) Do we do anything with support staff position (contract versus State FTE) 
c) Any legislative needs? 

 
9. For Possible Action – State Administrative Manual (SAM) Changes Needed 

 
10. New requirements for posting meetings on State Department of Administration Website 

 
11. Discussion on Committee Operations including Program Coordinator’s role in recapping minutes, 

conducting meetings, etc. 
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Closing Comments 
 

12. Investment Consultant / Recordkeepers 
 

13. Sr. Deputy Attorney General 
 

14. Committee Members 
 

15. Staff 
 

16. Public Comment.  The Committee reserves the right to limit the amount of time that will be allowed for each individual 
to speak.  The Committee is precluded from acting on items raised during Public Comment that are not on the agenda.  
Public comment pursuant to this item may be on any topic, principally those related to the Nevada Deferred Compensation 
Program. 
 

17. Adjournment 
 

Prior to the commencement and conclusion of a contested case or a quasi-judicial proceeding that may affect the due process 
rights of an individual the Committee may refuse to consider public comment.  See NRS 233B.126. 
 
Notice of this meeting was posted at the following locations in Carson City, Nevada: 
Nevada State Library and Archives, 100 Stewart Street 
Blasdel Building, 209 E. Musser Street 
Capitol Building, 101 N. Carson Street 
Legislative Building, 401 S. Carson Street 
 
Notice of this meeting was posted at the following locations in Las Vegas, Nevada: 
Grant Sawyer State Office Building, 555 E. Washington Avenue 
Fax to Capitol Police – (702) 486-2012 
 

Notice of this meeting was posted on the following website:  
http://defcomp.nv.gov/  
 
We are pleased to make reasonable accommodations for members of the public who are disabled and would like to attend the 
meeting. If special arrangements for the meeting are required, please notify the Deferred Compensation office at 100 North 
Stewart Street, Suite 210, Carson City, Nevada, least one working day before the meeting or call (775) 684-3397 or you can fax 
your request to (775) 684-3399. 

http://defcomp.nv.gov/


Public Comments for NDC RFP workshop on Jan 16-17, 2014, by Kent Ervin, active participant 

Thank you for the opportunity to provide input for this process. I would like to address a few 

specific points related to the next recordkeeper search: 

1) Single versus multiple recordkeepers. The 2012 RFP clearly showed significant savings with 

a single recordkeeper. There is no reason to expect that the market has changed 

significantly since then.  A single recordkeeper is also easier and cheaper for NDC to 

administer and monitor, e.g., reducing consultant fees. With open architecture for mutual 

funds, there is no advantage to having two different vendors provide similar or identical 

funds with different expense ratios.  The only investment advantage of more than one 

vendor is that stable value accounts could be backed by different insurance companies, 

providing some diversification against default risk if a participant invests with multiple 

providers. However, better protection from default risk may be obtained by choosing a 

stable value product that is not a general account subject to one insurer’s credit. 

 

2) Safety of insured accounts. The financial strength rating of the insurer is a key factor in 

determining the safety of a guaranteed income fund and is a most important fiduciary 

concern especially for retirees. Neither of the two finalists in the recent RFP met the 

minimum financial strength ratings of AA−/Aa3 recommended by a past NDC consultant for 

choosing a guaranteed income fund (Mercer in 2008-2009). If a financial crisis of the 2008 

magnitude recurs, it is doubtful that the federal government would again bail out insurance 

companies (as it did with The Hartford by allowing it to become a ‘bank’ temporarily). NDC 

has established a lower trigger of below A−/A3 for emergency consideration of 

replacement, but the Committee needs to consider whether that level is sufficient for 

selecting a future contract and whether relying on the financial strength of a single company 

is really adequate protection for NDC participants. 

 

3) Investment line-up. In the last RFP, it was difficult to compare pricing because of the 

different investment vehicles offered by various vendors, especially for proprietary stable 

value funds. That could be avoided if the Committee chooses funds for a single investment 

fund line-up prior to the RFP, and then requires all vendors to bid on that lineup for an 

apples-to-apples comparison.  In particular, the Committee should conduct a full fund 

search in advance to select a best-in-class non-proprietary stable value fund that most 

recordkeepers can support.  Then ask for separate bids using that stable value fund versus 

substituting the provider’s own option. That would allow the Committee to compare the 

offerings directly and fairly. Choosing a non-propriety stable value fund would also educate 

the Committee and participants on the options and trade-offs. The final fund line-up could 

be reconsidered once recordkeeper(s) are chosen. 

 



4) Transparent and uniform fees. The Committee should consider how to most fairly charge 

participants for recordkeeping and NDC administrative costs. Choose either a flat per-

participant charge or a uniform asset-based percentage (bps) charge on all assets including 

any general accounts and with no revenue sharing retained by the recordkeeper. By 

charging a uniform fee for all participants and assets, the providers won’t need to recoup 

recordkeeping expenses from their general account profits, and they could presumably offer 

a higher crediting rate instead. Under this scenario, there should be no difference in 

recordkeeping fee bids with or without proprietary funds—if there is a lower bid using a 

general account it means general account holders are subsidizing recordkeeping costs for 

other funds. The Committee needs to decide whether it wants that subsidization to 

continue. 

 

5) Target date funds. The indexed Vanguard target date funds with set glide paths as Qualified 

Default Investment Alternatives (QDIAs) are very effective and inexpensive professional 

management options for “please-do-it-for-me” participants, as well as providing fiduciary 

self-harbor protection for plan-directed investments under ERISA rules as best practice. 

Most participants don’t need individualized asset management with an added fee. I would 

just suggest increasing the number of target dates to 5 year intervals to more closely match 

the retirement dates of participants. 

 

6) Re-enrollment strategy to improve asset allocations. For historical reasons, the asset 

allocations of NDC participants are strongly skewed toward the Hartford General Account, 

which provides a guaranteed but a relatively low return compared with historical market 

performance. Because PERS participants already have a guaranteed retirement income 

stream, a fixed interest account does not provide diversification. Education programs have 

very limited effectiveness in inducing participant action. If the NDC Program is serious about 

improving this situation, the Committee could consider a “re-enrollment” process that 

defaults all future contributions into the QDIAs (age-appropriate target date funds). Of 

course, individuals could opt-out and/or change their allocations at any time.  The existing 

asset allocation could be further improved through a full “re-investment” process, where all 

existing funds transfer by default into the QDIAs (again, with individual investment 

allocation elections allowed).  Re-enrollment or re-investment has the advantage of a fresh 

start getting most participants to a reasonable allocation, but does require a high level of 

communication during the transition.   
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Frank Picarelli
Senior Vice President
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Fee Transparency

 Identifying fees can be a challenge

 The two biggest fees to evaluate include:

– Investment Management Fee

– Administrative Fees

 Reasonable estimates are often needed, especially when evaluating a 
“bundled” administrative fee structure

Source: “Doing Your Homework: Understanding 401(k) Fees and Making Every Basis Point Count,” Benefits Quarterly, Fourth Quarter 2010
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How Administrative/Recordkeeping Fees Are Charged to Participants

2009 2011

Through fund fees - by using mutual funds with revenue sharing 77% 83%

Through fund fees - by adding on basis points for accruals either onto 

mutual fund or nonmutual fund options 23% 28%

Participants are charged a periodic dollar fee per account for 

ongoing administrative fees 11% 14%

Source: Aon Hewitt, 2011 Trends and Experience in Defined Contribution Plans
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Main Fee Components in Defined Contribution Plans

*Source: Doing Your Homework: Understanding 401(k) Fees and Making Every Basis Point Count,” Benefits Quarterly, Fourth Quarter 2010.

Component Description How They Are Assessed Factors That Impact Cost Portion of Fees 

Components Description How They Are Assessed Factors That Impact Costs Portion of Fees

Investment Management 

Fees

Costs pad from fund 

expense ratio to manage 

fund assets

 Percentage of Assets
 Level varies by fund
 Netted out of fund 

performance

 Mutual fund vs. 
institutional fund

 Asset Class
 Active vs. passive
 Share class
 Bundle vs. unbundle 

administration

 Typically 50-80% of 
total fees

 Within bundled plans, 
fees often equal 100% 
of TPC, and subsidize 
other fee components

Administrative Fees Cost of recordkeeping 

services, internet, call 

center

 Costs incurred based 
on number of 
participants

 In bundled 
arrangements, fees 
are generally charged 
in % basis points

 Services used
 Plan complexity
 Bundled vs. unbundled 

services
 Number of participants 

serviced

 Typically 15-40% of 
total fees

 May be subsidized by 
fund fees

Other Fees Compliance, legal, 

communication, investment 

consulting, investment 

advice, transaction based 

(e.g., loans), onsite services

Varies Varies

 In total, ranges from 2-
5% of total fees 

 May be subsidizing 
other components
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Administrative Fees

 Recordkeeping

 Website/internet

 Call center

 Communication materials

 Participant education onsite support

 Advisory Services

 Transactions, loans, hardships
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Administrative Fees

 Paid by the plan 
(i.e., the 
participants)

 Asset-based

 Per-participants

 Implicit (not 
visible)

 Explicit (visible)
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Revenue Sharing

Investment manager/fund company agrees to pay a portion of the 
fund’s total expense ratio to the service provider to compensate for 
recordkeeping, administration and communication services
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Revenue Sharing Sources

 12(b)-1: Disclosed in prospectus, typically asset-based, included in the fund’s expense ratio

 Sub T/A: Not disclosed in prospectus, typically asset-based or per account, negotiable

 Finder's Fee: Disclosure varies, typically asset-based

 Management rebates: Not disclosed, typically asset based, negotiable
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Historically

Plan recordkeeping fees have been covered in whole, or in part, by revenue 
sharing between investment providers and record keepers
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 Simple

 Invisible

 Consistent with asset-based fees

 Methods of bundling services

Prevalent because:
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Example 1A: Service provider fee is 22(bps)

Revenue 

Sharing (bp)

Plan Asset % Fee (bp)

Fund A 00 20 0

Fund B 25 25 6.25

Fund C 35 20 7.0

Fund D 10 20 2.0

Fund E 45 15 6.75

23bp 100% 22bp
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Example 1B: Service provider fee is 22(bps) lower share class funds 
level  - additional wrap fee

Revenue 

Sharing (bp)

Wrap (add’l ) 

Fee (bp)

Total Collected 

(bp)

Plan Asset %

Fund A 0 8.5 8.5 20

Fund B 15 8.5 23.5 25

Fund C 20 8.5 28.5 20

Fund D 10 8.5 18.5 20

Fund E 25 8.5 33.5 15

22bp
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Example 1C: Service Provider fee is 22(bps) lower share class funds –
fee equalization

Revenue 

Sharing (bp)

Wrap (add’l ) 

Fee (bp)

Total Collected 

(bp)

Plan Asset %

Fund A 0 22 22 20

Fund B 15 7 22 25

Fund C 20 2 22 20

Fund D 10 12 22 20

Fund E 25 0 25 15

22.45bp
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 Not equitable

 Not transparent

 Changes to investment options affect vendor revenue

Inherent weaknesses with revenue sharing used to pay 
administrative fees
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 Revenue share amounts vary from fund to fund, so some participants pay a different percentage than
others for plan administration costs

 The only way to change the amount of revenue generated by the Plan is to change investments (funds
or share classes)

 Often times desirable investments are not available in the “right” revenue sharing amount

 Revenue sharing has been “invisible”, and is now being seen as not in-synch with the increasing
emphasis on transparency and full disclosure

As we have seen, the ubiquitous Revenue Sharing Fee Collection 
Model has some problems:
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Revenue Sharing

Balances as of

Ticker 06/30/2013
Ticker Expense Ratio Expenses (%) ($)

Wells Fargo Advantage Gov't Sec STVSX 4,113,058$               0.93% 38,251$        0.40% 16,452$           STVSX 0.93% 38,251$          0.40% 16,452$     

Pimco Total Return PTRAX 1,820,659$               0.71% 12,927$        0.25% 4,552$             PTTRX 0.46% 8,375$             0.00% -$           

Vanguard Total Bond Market Index Fund* VBMFX 2,110,345$               0.30% 6,331$          0.10% 2,110$             VBMFX 0.27% 5,698$             0.05% 1,055$       

Mutual Shares TESIX 4,643,065$               1.12% 52,002$        0.40% 18,572$           TESIX 1.16% 53,860$          0.40% 18,572$     

American Century Equity Growth BEQGX 9,751,555$               0.68% 66,311$        0.25% 24,379$           BEQGX 0.68% 66,311$          0.25% 24,379$     

Vanguard Institutional Index* VINIX 17,321,547$             0.14% 24,250$        0.10% 17,322$           VINIX 0.09% 15,589$          0.05% 8,661$       

American Funds Growth Fund of America RGAEX 4,719,410$               0.69% 32,564$        0.35% 16,518$           RGAEX 0.69% 32,564$          0.35% 16,518$     

Janus Forty JARTX 1,186,814$               1.04% 12,343$        0.50% 5,934$             JARTX 1.04% 12,343$          0.50% 5,934$       

MFS Mass Investors Growth MIGFX 8,348,316$               0.79% 65,952$        0.40% 33,393$           MIGFX 0.81% 67,621$          0.40% 33,393$     

Janus Perkins Mid Cap Value JDPAX 1,242,613$               1.05% 13,047$        0.25% 3,107$             JDPAX 1.05% 13,047$          0.25% 3,107$       

Vanguard MidCap Index* VMCIX 2,630,991$               0.34% 8,945$          0.10% 2,631$             VMCIX 0.29% 7,630$             0.05% 1,315$       

Morgan Stanley Mid Cap Growth MPEGX 774,267$                   0.71% 5,497$          0.10% 774$                 MPEGX 0.71% 5,497$             0.10% 774$          

Heartland Value HRTVX 4,796,258$               1.09% 52,279$        0.35% 16,787$           HRTVX 1.10% 52,759$          0.35% 16,787$     

Baron Small Cap BSCFX 6,593,935$               1.31% 86,381$        0.40% 26,376$           BSCFX 1.31% 86,381$          0.40% 26,376$     

Eagle Small Cap Growth HSRSX 1,493,721$               0.80% 11,950$        0.15% 2,241$             HSRSX 0.80% 11,950$          0.15% 2,241$       

Will iam Blair International Growth WBIGX 3,747,263$               1.44% 53,961$        0.50% 18,736$           WBIGX 1.46% 54,710$          0.50% 18,736$     

Templeton World Fund TEMWX 8,279,983$               1.09% 90,252$        0.25% 20,700$           TEMWX 1.09% 90,252$          0.25% 20,700$     

Conservative Profile MXVPX 1,803,654$               0.83% 14,970$        0.35% 6,313$             MXVPX 0.83% 14,970$          0.35% 6,313$       

Moderately Conservative Profile MXTPX 1,814,715$               0.90% 16,332$        0.35% 6,352$             MXTPX 0.90% 16,332$          0.35% 6,352$       

Moderate Profile MXOPX 6,322,329$               0.98% 61,959$        0.35% 22,128$           MXOPX 0.98% 61,959$          0.35% 22,128$     

Moderately Aggressive Profile MXRPX 8,393,528$               1.12% 94,008$        0.35% 29,377$           MXRPX 1.12% 94,008$          0.35% 29,377$     

Aggressive Profile MXPPX 5,012,274$               1.22% 61,150$        0.35% 17,543$           MXPPX 1.22% 61,150$          0.35% 17,543$     

Total 106,920,301$           0.82% 881,662$     0.29% 312,296$         0.81% 871,257$        0.28% 296,713$  

Current 26,615$    

Proposed 11,031$    

Contribution 

Account 15,583$    

City of Virginia Beach

Data as of June 30, 2013

Proposed Change

*The pure investment fees on the Vanguard Funds are 22bps for the Vanguard Total Bond Market Index Fund, 4bps for the Vanguard Institutional Index and 24bps for the Vanguard MidCap Index.

Fund Name

Expense Ratio

(%)

Expenses

($)

Revenue 

Sharing

(%)

Revenue 

Sharing

($)
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Example: Investment Menu with revenue sharing, with a goal 
revenue level of .25% of assets

Fund Name

Balances as of
Expense Ratio

(%)

Revenue 
Sharing

(%)06/30/2013

Wells Fargo Advantage Gov't Sec $               4,113,058 0.93% 0.40%

Pimco Total Return $               1,820,659 0.71% 0.25%

Vanguard Total Bond Market Index Fund* $               2,110,345 0.30% 0.10%

Mutual Shares $               4,643,065 1.12% 0.40%

American Century Equity Growth $               9,751,555 0.68% 0.25%

Vanguard Institutional Index* $             17,321,547 0.14% 0.10%

American Funds Growth Fund of America $               4,719,410 0.69% 0.35%

Janus Forty $               1,186,814 1.04% 0.50%

MFS Mass Investors Growth $               8,348,316 0.79% 0.40%

Janus Perkins Mid Cap Value $               1,242,613 1.05% 0.25%

Vanguard MidCap Index* $               2,630,991 0.34% 0.10%

Morgan Stanley Mid Cap Growth $                  774,267 0.71% 0.10%

Heartland Value $               4,796,258 1.09% 0.35%

Baron Small Cap $               6,593,935 1.31% 0.40%

Eagle Small Cap Growth $               1,493,721 0.80% 0.15%

William Blair International Growth $               3,747,263 1.44% 0.50%

Templeton World Fund $               8,279,983 1.09% 0.25%

Conservative Profile $               1,803,654 0.83% 0.35%

Moderately Conservative Profile $               1,814,715 0.90% 0.35%

Moderate Profile $               6,322,329 0.98% 0.35%

Moderately Aggressive Profile $               8,393,528 1.12% 0.35%

Aggressive Profile $               5,012,274 1.22% 0.35%

Total $          198,622,394 0.63%* 0.25%*

* Weighted Average
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 Revenue Sharing, but with compensating admin fees applied to lower-revenue share-paying investments

 Using a “Zero Revenue Share” investment menu, with an Explicit Fee charged to all participants, to pay 
for administration-related expenses

- Percentage of assets bases

- Fixed dollar

What Are Some Alternatives to the Revenue Sharing Model? 
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 This approach can “equalize” some low or zero-revenue sharing funds, by adding a specific amount of
plan administration fee to them

 For example, if the Vanguard family is from a firm that does not offer funds with revenue share, a fee of
perhaps .25% might be added to those funds only, if the target revenue from the Plan is .25%

 This can address imbalances in fees, but may still leave some “lesser” differences unresolved

 Can be a very labor-intensive approach for the TPA

Discussion: Using revenue sharing, but with the application of 
compensating fees on lower-revenue sharing investments
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 Investments are chosen that pay zero revenue share

 The Plan Sponsor has the TPA charge an explicit fee that will cover all Plan Administration costs; for
example, .25% of assets

- Everyone pays the same rate

- Admin fees are no longer connected to investments

- Fees appear plainly on statements

Discussion: “Zero Revenue Share Investment Menu, with a 
Percentage of assets fee”
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Example: Investment Menu with the Zero Revenue Share Model, and 
an asset-based explicit admin fee

Note that one investment still generate revenue share, but have lower admin fees to off-set this revenue

*Weighted Average

Fund Name

Balances as of
Expense Ratio

(%)
Revenue 

Share Explicit Fee06/30/2013

Wells Fargo Advantage Gov't Sec $               4,113,058 0.93% 0.00% 0.25%

Pimco Total Return $               1,820,659 0.71% 0.00% 0.25%

Vanguard Total Bond Market Index Fund* $               2,110,345 0.30% 0.00% 0.25%

Mutual Shares $               4,643,065 1.12% 0.00% 0.25%

American Century Equity Growth $               9,751,555 0.68% 0.00% 0.25%

Vanguard Institutional Index* $             17,321,547 0.14% 0.00% 0.25%

American Funds Growth Fund of America $               4,719,410 0.69% 0.00% 0.25%

Janus Forty $               1,186,814 1.04% 0.00% 0.25%

MFS Mass Investors Growth $               8,348,316 0.79% 0.00% 0.25%

Janus Perkins Mid Cap Value $               1,242,613 1.05% 0.00% 0.25%

Vanguard MidCap Index* $               2,630,991 0.34% 0.00% 0.25%

Morgan Stanley Mid Cap Growth $                  774,267 0.71% 0.00% 0.25%

Heartland Value $               4,796,258 1.09% 0.00% 0.25%

Baron Small Cap $               6,593,935 1.31% 0.00% 0.25%

Eagle Small Cap Growth $               1,493,721 0.80% 0.00% 0.25%

William Blair International Growth $               3,747,263 1.44% 0.00% 0.25%

Templeton World Fund $               8,279,983 1.09% 0.00% 0.25%

Conservative Profile $               1,803,654 0.83% 0.00% 0.25%

Moderately Conservative Profile $               1,814,715 0.90% 0.00% 0.25%

Moderate Profile $               6,322,329 0.98% 0.00% 0.25%

Moderately Aggressive Profile $               8,393,528 1.12% 0.00% 0.25%

Aggressive Profile $               5,012,274 1.22% 0.00% 0.25%

Total $          198,622,394 0.63% 0.09% 0.16%
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 Investment are chosen that pay zero revenue share

 The Plan Sponsor has the TPA charge an explicit, per participant fee that will cover all Plan Administration 
costs; for example, $100 / year

- Everyone pays the same dollar amount

- Admin Fees are no longer connected to investments

- Fees appear plainly on statements

Discussion: “Zero Revenue Share with an Explicit Fixed Dollar Fee”
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Example: Investment menu with the Zero Revenue Share Model, and 
a Fixed Dollar Fee

Fund Name

Balances as of
Expense Ratio

(%)

Per 
Participant 
$100 Fee06/30/2013

Wells Fargo Advantage Gov't Sec $               4,113,058 0.93%

Pimco Total Return $               1,820,659 0.71%

Vanguard Total Bond Market Index Fund* $               2,110,345 0.30%

Mutual Shares $               4,643,065 1.12%

American Century Equity Growth $               9,751,555 0.68%

Vanguard Institutional Index* $             17,321,547 0.14%

American Funds Growth Fund of America $               4,719,410 0.69%

Janus Forty $               1,186,814 1.04%

MFS Mass Investors Growth $               8,348,316 0.79%

Janus Perkins Mid Cap Value $               1,242,613 1.05%

Vanguard MidCap Index* $               2,630,991 0.34%

Morgan Stanley Mid Cap Growth $                  774,267 0.71%

Heartland Value $               4,796,258 1.09%

Baron Small Cap $               6,593,935 1.31%

Eagle Small Cap Growth $               1,493,721 0.80%

William Blair International Growth $               3,747,263 1.44%

Templeton World Fund $               8,279,983 1.09%

Conservative Profile $               1,803,654 0.83%

Moderately Conservative Profile $               1,814,715 0.90%

Moderate Profile $               6,322,329 0.98%

Moderately Aggressive Profile $               8,393,528 1.12%

Aggressive Profile $               5,012,274 1.22%

Total $          198,622,394 0.63%
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Which Model: Percentage of Assets or Fixed Dollar?

 Asset-based fees impact small accounts less, big accounts more

 Dollar-based fees seem very high to new enrollees, but are attractive to high-balance participants

– Consider; $100 per year is 10% of your assets when you have a $1,000 balance

– But also; .20% per year is $400 per year when you have a $20,000 balance

 A Solution: “Percentage of Assets with Stop Limits”

– Example: .25% per year asset-based fee, up to a cap of $150 per year

– Protects both low and high balance participants

Which Model?
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 Fee Disclosure is not optional with this model!

 Not all investments are available in a “Zero Revenue Share” mode

- More are becoming available, though

- Comingled Investment Trust (CIT versions of funds often have no revenue sharing)

- Solution: Most record-keepers can “put back” the revenue share in participant accounts, creating a
“zero revenue share experience”

Challenges for the Zero Revenue Share / Explicit Fee Model
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 Investment decisions are separated from fee and revenue decisions

 All participants can pay the same rate or dollar amount for admin services

 Full transparency and disclosure

 Revenue generated by the Plan is much more easily adjusted in the future

Advantages for the Zero Revenue Share / Explicit Fee Model
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Questions

















































 

 

EVALUATION OF PRESENTATION 

 
Vendor:             
 
 
 
 Ratings 
 Poor Excellent 

Client Service, Staff Experience 1 2 3 4 5 

Communication and Education Services 1 2 3 4 5 

Conversion and Implementation Services 1 2 3 4 5 

Administration/Technology/Internet Services 1 2 3 4 5 

Investment Services 1 2 3 4 5 

Other  1 2 3 4 5 

Overall Rating of Presentation 1 2 3 4 5 

 
 
Comments:            
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1. MINIMUM QUALIFICATIONS 
 

The following is the criteria for a bundled provider to be considered as an eligible candidate to bid on the 
requested services described in this RFP. If you are unable to accommodate any one of the minimum 
qualifications, do not respond to this RFP. 

A. Proposers must offer bundled administrative services (i.e., recordkeeping/administration, 
communication/education, custodial trustee services, and investment advisory services), as well as 
investment management services with an open architecture of “best-in-class” investment options. 

B. Proposers must comply with all RFP specifications. Unless specifically outlined in the proposer’s 
cover letter, the submission of a response implies the proposer’s intent to wholly conform to the 
specifications of the RFP.   

C. Proposers must provide a representative who shall serve in the capacity of a single point of contact 
who is responsible for seamless administration and accountability.  This representative shall attend 
regular Deferred Compensation Committee meetings when requested by the Chair. 

D. Proposers must demonstrate an ability to work with the Committee, the Chairperson or designated 
representative and the Director in implementation, communication, and administration of the 
program. 

E. Proposers must have at least ten (10) years' experience in providing the proposed services and 

products to the public sponsor 457 Deferred Compensation marketplace and must be administering 
a minimum of 20 (20)  Deferred Compensation Plans. 

F. Proposers must have a minimum of $3 billion under management for public sector plans. 

G. Proposers must provide certification as a qualified firm to provide administrative services and 
investment products pursuant to Section 457 of the Internal Revenue Code, including all rules and 
regulations of the State of , Nevada. 

H. Proposers must provide dedicated resources to support the on-going consultation to the State  and 
all plan participants located throughout the State of  Nevada. This would also include the availability 
of customer service representatives to support employee meetings, new employee orientation 
programs and a minimum of four (4) per calendar year on-site enrollment opportunities to 
employees at work sites supporting 24 hours per day operations.  

I. Proposer’s field service representatives that provide enrollment and education may not have 
commission-based compensation or any financial incentives to promote any investment product or 
service. A salary-based compensation structure is required for all field service representatives 
allocated to this relationship and to political sub divisions. 

J. The selected proposer is to reimburse the State for annual Plan expenses that are expected to total 
$.   

 Plan expenses are expected to include: 

 1. Investment consultant performance reviews 

   2. Annual financial audit    

   3. Plan administrative expenses incurred by the State   

    - Program Director  

    - RFP advisory services 

    - Legal counsel 



 

 

    - - Plan transition/implementation 

    - Committee education including travel expenses 

    - One compliance audit during the term of the contract 

K. It is the Committee’s expectation that the Service Provider reimburse the State for the cost of any 
internal programming cost associated with the implementation of any service feature to enhance 
the Plan’s administration, such as online enrollment. 

L. The firm must accurately and fully disclose all fund expense and revenue sharing arrangements 
associated with all funds available to the State , including Stable Value products. 

M. Proposers must offer a comprehensive education and communication program that can be 
coordinated with the dual vendor service configuration. 

N. Proposers must accommodate a January 1, 2015 implementation date with a post re-enrollment 
solicitation process. 

O. Proposers must be willing to sign a contract for a period of 5 years beginning January 1, 2015 
through December 31, 2019 with favorable fee negotiations at the discretion of the Committee. It is 
the State’s expectation that as the size of the plan assets increase during the term of the contract, 
that the vendor will be willing to guarantee or negotiate appropriate fee reductions and related 
credit allowances allocated for plan level expenses. 

P. Proposers must be liable and solely responsible for any processing errors of the provider or its 
agents. In the event of a participant’s loss of interest, and/or dividend, and/or principal due to an 
error by the successful respondent(s) or its agent(s) in processing transactions on behalf of the 
participant, the successful respondent(s) agrees to adjust the participant’s account to the same 
position as if the processing error had not occurred. 

Q. Proposers must provide a diverse array of investment options along with a series of 
lifestyle/lifecycle funds, with the ability to record keep outside investment options and offer self-
directed brokerage services. 

R. Proposers must be able to deal directly with approximately XX  eligible employees located within 
and around  Nevada, with 24-hour shifts in some operations.  Language on political subdivisions  

S. Proposers are to accept a 90-day notification on the part of the State  to discontinue service 
relationship with no penalties. The State will not enter into a contract with any penalty or liquidation 
charges for terminating the relationship. This applies to the entire contract and all investment funds 
including Stable Value and Fixed Income products. 

T. Proposers must provide necessary changes to the Plan as needed resulting from State and/or 
Federal legislation without additional cost to participants under the terms of the proposed contract. 

U. Proposers must have the capability to handle multiple payroll locations and transmittal methods for 
both the State y and its political sub divisions. 

V. Subject to a final unforeseeable emergency withdrawal appeal process established by the  State  
the selected Provider(s) must provide complete review, approval, and administrative services 
related to unforeseeable emergency distributions and Qualified Domestic Relations Orders 
(QDRO).  On an annual basis, the proposer must certify that all unforeseeable emergency 
withdrawals have been processed in accordance with Internal Revenue Service guidelines and 
regulations. 

W. Proposers that provide a financial service organization to provide participant advisory services, 
must have an established relationship with the service provider for a minimum of 5 years with 
similar size programs.  



 

 

X. Any contract entered into by the State  must stipulate that there will be no front-end charges, and 
no back-end charges or market value adjustments (MVA) of any kind. In addition, there will be no 
liquidity restrictions or penalties on participant transfers or withdrawals, with the possible exception 
of stable value equity wash provisions and/or mutual fund specific short-term trading fees. 

Y. The selected Provider(s) must be able to administer a fund line-up of investment options that are in 
compliance with the Plan’s Investment Policy Statement for the length of the contract. 

Z. The selected Provider(s) must be able to meet with the Committee on a quarterly basis. 

AA. The selected Provider(s) must have knowledge of and comply with all applicable Nevada State and 
federal regulations regarding governmental retirement plans and investment options. All laws of the 
State of Nevada, whether substantive or procedural, shall apply to this contract, and all statutory, 
charter, and ordinance provisions that are applicable to public contracts in the County shall be 
adhered to with respect to this contract. 

BB. If the selected Provider contracts with third parties for investment advisory, self directed brokerage, 
or custodial trustee services, such third parties must follow the laws and regulations of the State  
state of , Nevada 

Complete the attached Certification of Compliance with Minimum Requirements of RFP 
(Attachment A) attesting to the adherence of these requirements. The Certificate of 
Compliance with Minimum Qualifications should be submitted . Purchasing Analyst, 
Department of Finance Purchasing and Contracts, State of  Nevada and, simultaneously to 
Frank Picarelli at Segal Rogerscasey via e-mail at fpicarelli@segalrc.com. Any responses 
not meeting these specifications may be considered, at the sole discretion of the 
Committee, as non-responsive.   

 



Evaluation Matrix – Criteria Scores

Company A Company B Company C Company D Company E

Value Wtd Value Wtd Value Wtd Value Wtd Value Wtd

Weight (0-5) Avg (0-5) Avg (0-5) Avg (0-5) Avg (0-5) Avg

Organization & History 5 5.0 25 4.0 20 4.0 20 1.0 5 3.5 17.5

Client Service/Quality Assurance, 

Recordkeeping/Administration, Reporting, Custodial 

Trustee Services, Plan Implementation & Systems 

Capabilities and Hardware
15 3.5 52.5 3.5 52.5 3.5 52.5 3.5 52.5 3.5 52.5

Participant Services: Communication and Education, 

Automated Voice Response System (VRS), Customer 

Service Call Center, Internet Services & Investment 

Advisory Services
15 3.0 45 3.0 45 3.0 45 3.0 45 3.0 45

Field Service Representatives 20 2.0 40 3.0 60 4.0 80 3.0 60 5.0 100

Stable Value 30 3.5 105 4.0 120 3.5 105 2.0 60 4.0 120

Cost Structure  Vendor Fee 10 3.0 30 4.0 40 3.0 30 2.0 20 5.0 50

Overall responses & compliance with RFP
5 3.0 15 4.0 20 4.0 20 4.0 20 4.0 20

TOTAL

100 312.5 357.5 352.5 262.5 405.0
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STATE OF NEVADA DEFERRED COMPENSATION 457 PLAN 

PROJECT SCHEDULE 
ASSIGNMENT OF RESPONSIBILITIES AND DUTIES 

VENDOR SEARCH 
 

Phase I – Preliminary Work 
 

 SEGAL STATE 
SERVICE 

PROVIDER 
TARGET 

DATE 
COMPLETION 

DATE 

Initial planning meeting      

 Determine processing requirements and 
establish objectives and goals 

     

Develop a timeline of scheduled events and 
assign responsibilities 

     

Establish RFP Sub-Committee      

Plan and structure review      

Identify best practices and potential plan 
enhancements 

   Jan 16 17  

Committee sign off and approval to evaluation 
matrix 

     

Identify procurement requirements for bid 
solicitations 

   Jan 16 17  

Address minimum qualification requirements of 
service providers 

   Jan 16 17  

Discuss investment structure, number and 
types of investments, identify funds to retain 
new asset classes 

   Jan 16 17  

Review of data requirements for RFP 
preparation 

   Jan 16 17  

Establish deadline for mailing and receiving of 
the RFP responses 

   Jan 16 17  

Update/revise project schedule as outcome of 
discovery meeting 

   
Week of Jan 

27 
 

Finalize investment offerings and retained 
funds 

   Week of Feb   

Obtain all Plan documents and participant 
demographic data as of MM/DD/YY 

     
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 STATE OF NEVADA DEFERRED COMPENSATION 457 PLAN 
PROJECT SCHEDULE 

ASSIGNMENT OF RESPONSIBILITIES AND DUTIES 
VENDOR SEARCH 

 

Phase II – Development of RFP 
 

 SEGAL STATE 
SERVICE 

PROVIDER 
TARGET 

DATE 
COMPLETION 

DATE 

Develop first draft of RFP  for Committee 
review      

Receive Committee comments to RFP       

Preparation of announcement to solicit RFPs 
(if applicable)      

RFP available for service providers       

Receive pre-bid service providers questions 
regarding RFP      

Provide responses to service providers pre-bid 
questions      

Receive RFP’s from service providers      

 

Phase III – Evaluation of Proposals 
 

 SEGAL STATE 
SERVICE 

PROVIDER 
TARGET 

DATE 
COMPLETION 

DATE 

Evaluate and summarize provider’s responses 
and submit to Committee 

     

Meet to discuss results and recommendations       

 

Phase IV – Selection of Finalists 
 

 SEGAL STATE 
SERVICE 

PROVIDER 
TARGET 

DATE 
COMPLETION 

DATE 

Contact finalists, schedule dates and locations 
for presentation 

     

Conduct finals interviews      

Conduct vendor on site visits (if applicable)      

Select vendor pending approval of final service 
contracts and fees 

     

Review service contracts, service agreements, 
and final fee negotiations 

     

Approval of all contracts/service agreements    July  

Commence Plan Transition    July  

Transfer/reconciliation of participant  
records/assets/fund changes 

   
January 1, 

2015 
 

Complete Implementation Conversion 
Process/or fund changes 

   
January 1, 

2015 
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Sample Pricing Sheet  

 

  

Total Required Revenue to Admin.  Plan (basis points) assume no revenue 

sharing offset 

Total Revenue to Fund $ XX  Annual Allowance (basis points) Based on assets 

FICA Alternative Plan with XX accounts 

 Participant on-site services confirm if included or additional in bps 

Total Revenue Requirement for All Services 

Number of Field Reps 

Net Stable Value Rate 

Participant Services: 

     Advisory 

     Managed Accounts 

Implementation 

Managed Account Services & Cost 

Check Distribution Processing 

Loan Iniation 

Loan Maintenance 

Unforseeable Hardship Withdrawal 

QDRO Determination 

Wire 

Number of included initial enrollment meetings 

Number if included ongoing enrollment meetings 

Postage/Mailings 

Other 
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