
 

Board Report 20-44 

  
Date:  December 15, 2020 
 
To: Board of Deferred Compensation Administration 
 
From:  Investments Committee and Staff 
 
Subject: Stable Value Fund Request for Proposal (RFP) 
 
 
 
 
Recommendation: 
That the Board of Deferred Compensation Administration (Board): (a) review and consider 
reports and findings from the Deferred Compensation Plan (DCP) Investments Committee, 
investment consultant, and staff regarding responses to the DCP RFP for stable value fund 
management services; and (b) provide direction with respect to scheduling oral presentations, 
conducting further analysis, or proceeding to make a final selection decision. 
 
Discussion: 
 

A. Background 
 
The DCP Stable Value Fund (DCP SVF) is an investment option offered within the DCP investment 
menu that seeks to protect investor principal while obtaining a higher rate of return than other 
conservative investment alternatives (such as money market or savings accounts). As of 
September 30, 2020, assets in the DCP SVF option totaled $1.38 billion, or approximately 18% of 
total DCP assets. The incumbent DCP SVF manager is Galliard Capital Management (“Galliard”). 
Contract No. C-127342 with Galliard will expire on December 31, 2021. 
 
The Board has taken a number of actions with respect to procurements and search processes for 
DCP investment managers, including the DCP SVF. Following is a summary of the Board’s actions 
to date regarding the search: 
 
• On June 19, 2019, the Board directed staff to draft revisions to the DCP Investment 

Management Services and SVF Management Services RFPs to include an evaluation process 
aligning with the Board’s established mutual fund search process. The Board also asked staff 
to work with the City Attorney’s Office and Office of Contract Compliance to identify all non-
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applicable provisions of the City’s general contracting requirements for the investment of 
DCP funds.  

• On July 16, 2019, the Board approved staff’s proposed process to administer parallel mutual 
fund and institutional product searches for all DCP investment mandates.  

• On January 14, 2020, the Investments Committee (Committee) reviewed and approved 
staff’s proposed revised RFPs. 

• On February 18, 2020, the Board approved and authorized the release of RFPs for (i) DCP 
Investment Management Services and (ii) SVF Investment Management Services. 

• On March 31, 2020, the Board approved pausing release of the two RFPs as a consequence 
of market volatility occurring at that time, but subsequently on May 19, 2020, approved 
release of the RFPs. 

 
The RFP was released on July 20, 2020. Responses were due August 27, 2020. Responses were 
received from the following 14 firms: 
 

1) Columbia Threadneedle 
2) Galliard Capital Management, Inc. 
3) Goldman Sachs Asset Management  
4) Great West 
5) ICMA Retirement Corporation (ICMA-RC) 
6) Invesco 
7) JP Morgan 
8) Mellon 
9) PFM 
10) Pacific Investment Management Company (PIMCO) 
11) Principal 
12) Putnam 
13) T. Rowe Price 
14) Vanguard 

 
All 14 responses were first reviewed by the Personnel Department’s Administrative Services 
Division (ASD) to ensure the City’s general contracting requirements were met. All respondents 
were determined to have met the requirements necessary to proceed with further evaluation.  
 

B. Evaluation Process 
 
The RFP provides that the DCP consultant prepare a report analyzing the responses across the 
various evaluation categories as delineated within the RFP Proposal Questionnaire. The RFP 
further provides that the analysis and findings will be reviewed and evaluated in collaboration 
with the DCP staff and the Committee so as to allow the Committee to make recommendations 
for selection to the Board. The analysis includes the following evaluation factors: 
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• Organizational Strength and Continuity – this factor assesses business strength and 
resiliency, tenure of senior professionals, commitment to retaining overall personnel, and 
history of legal and regulatory proceedings. 

• Investment Experience – this factor assesses each firm’s history of managing stable value 
assets, the scale of stable value assets under management, and depth of staff specializing 
in stable value management. 

• Investment Approach and Process – this factor assesses each manager’s allocation 
decisions from an investment approach standpoint and includes consideration of targeted 
duration, utilization of external managers versus proprietary investments, cash buffer, 
use of fixed maturity investments versus open maturity investments, diversity and credit 
quality of wrap providers and investment managers, risk management capabilities and 
current/historical portfolio positioning (current yield, weighted average quality, market-
to-book ratio, and exposure to insurance company general account risk).  

• Investment Performance – this factor assesses the portfolio’s composite ranking relative 
to the stable value peer group, average performance ranking of underlying investments 
proposed relative to comparable peer groups, and risk-adjusted performance of the 
intended underlying bond investments. 

• Portfolio Transition – this factor assesses the ability of each manager to assume the 
current portfolio and formulate a transition plan.    

• Administrative and Reporting - this factor assesses the managers’ capabilities with regards 
to interfacing with the DCP’s TPA, Voya, providing timely performance reporting for the 
DCP, supporting plan participant communications, and providing the City with back-office 
support as issues may arise. 

• Fees – this factor assesses the competitiveness of fees on a total cost basis reflecting 
investment management fees paid to the manager, if any; fees paid to external managers; 
and wrap fees. 

 
Evaluation proceeds through stages of consultant, Committee, and Board review. As the review 
process proceeds, the City has the option to request and consider updated performance 
information and portfolio characteristics from all RFP respondents. The City also has the option 
to request oral presentations of all of or the highest-ranked respondents prior to making a final 
selection. However, the evaluation and scoring of proposals is based strictly on respondent 
proposals. Respondents are not permitted to submit new materials or otherwise enhance their 
proposals as part of the oral presentation.  
 

C. Reports and Findings 
 
The first step in the review process is the Committee’s consideration of the analysis and review 
prepared by Mercer Investment Consulting (“Mercer”). Mercer prepared a primer regarding 
stable value funds and its report and analysis of the 14 responses applying the evaluation criteria 
as indicated in the RFP. Mercer noted that the City received an exceptionally strong and diverse 
range of proposals, with all of the firms being established and competent SVF providers. 
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However, distinguishing characteristics were identified in certain evaluation criteria, including 
particularly Investment Experience and Investment Approach and Process.  
 
Following the Investments Committee meeting, staff and Mercer further summarized the 
contents of the report incorporating feedback from the Committee and created the following 
banded ranking of proposals.1  
 

 
 
Tier A is differentiated by those firms having distinguished themselves across virtually all of the 
rating factors included in the RFP. Tier B is differentiated by those firms having strength 
demonstrated in most but not all dimensions. Tier C is differentiated by those firms having 
exhibited characteristics noted as less desirable relative to their peers.  Following are key findings 
regarding certain of the most crucial or distinctive factors: 
 
 Organizational Strength and Continuity – Most all of the proposers satisfactorily 

demonstrated organizational strength as represented by key evaluation factors including 
continuity as an SVF provider, tenure of senior leadership, retention, and legal/regulatory 
issues.  

 Assets Under Management – Galliard, Invesco, and Goldman Sachs are market leaders in 
overall stable value assets under management, which is valuable to the City in that larger 
managers generally both commit more resources to their practices while also exerting 
more influence in wrap and other service provider negotiations. Influence with wrap 
providers in particular is important in terms of fees and equity wash provisions. Certain 
providers (Columbia, ICMA, JP Morgan, PFM, and Principal) were viewed as less desirable 
(relative to peers) in terms of their total SVF assets under management relative to the size 
of the City’s SVF. 

                                                           
1 Banded rankings represent the evaluation of proposals for this specific mandate in light of the DCP’s specific requirements and 
should not be misconstrued as Mercer’s formal research ratings of the respective stable value strategies. 

Tier A
• Galliard
• Invesco

Tier B
• Goldman
• Mellon
• PIMCO
• T. Rowe Price
• Vanguard

Tier C
• Columbia
• Great-West
• ICMA
• JP Morgan
• PFM
• Principal
• Putnam
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 Separate Account Management – The DCP SVF is structured as a separate account; plan 
sponsors benefits from broader experience in separate account management, as the 
construction of these individual arrangements often involves complexities unique to the 
plan sponsor – depth in experience means there are more issues the manager has 
previously addressed which can reduce risks and complications for the plan sponsor. 
Together, Galliard and Invesco manage approximately 44% of the separate accounts 
managed by the City’s proposers. Both manage over 50% more separate accounts than 
the next highest proposer, further demonstrating their experience with separate account 
management. 

 Investment Approach and Process: Duration – Duration is both the length of time to 
maturity for the underlying bond portfolio as well as how sensitive that portfolio is to 
broader changes in interest rates. Mercer targets historical duration of between 2.1 to 
3.5 years as ideal. Virtually all of the proposers managed their portfolios within that range 
over the past ten years, with the exception of Columbia and PIMCO, although as separate 
account managers all of them could adhere to guidelines established by the City. 

 Investment Approach and Process: Wrap Provider Diversity and Quality – The SVF uses 
insurance company wrap providers to protect the ability of participants to transact in the 
SVF at book value regardless of fluctuations in portfolio value. Having a diverse group of 
wrap providers helps to protect the City’s account in the event economic or other issues 
are impacting wrap providers generally. Virtually all of the proposers were able to provide 
well-diversified protection, with the exception of issues noted for Great-West, ICMA, and 
Putnam. Vanguard, in contrast, proposes to use the greatest number of wrap providers, 
illustrating a greater level of expected wrap provider diversification. 

 Investment Approach and Process: Market to Book Value – Market to book value 
measures the market value of the portfolio against the book value (the price at which 
participants transact). Market to book value will normally fluctuate depending on the 
macro interest rate environment. Mercer considers a range of between 95-105% ideal, 
indicating the manager has a measured approach to risk management. Virtually all of the 
proposers maintained their portfolios within that range over the ten-year review period, 
with exceptions noted for Goldman Sachs, Invesco, PIMCO, and T. Rowe Price.  

 Investment Approach and Process: Performance – Because the SFV is a principal-
guaranteed option, the focus for evaluating performance returns is on stability and how 
returns are achieved relative to the risk of the underlying portfolio. Returns for virtually 
all providers were generally in a consistent range with one another, though PIMCO tended 
to exhibit modestly better performance relative to the group.  

 Net Asset Value – The net asset value (NAV) represents the daily valuation of the portfolio 
in units, which is the daily price at which participant transactions take place. Providing a 
plan sponsor with a daily net asset value is a critical function in a participant-directed 
defined contribution plan. Although plan sponsors can take other steps to arrange for 
daily valuation through a custodian, it’s less administratively burdensome to have that 
function provided by the investment provider. Most of the proposers could provide daily 
valuation, excluding Mellon, PFM and Principal. 

 Self-Directed Brokerage Option (SDBO) – Equity wash restrictions prevent participants 
from transferring directly between the SDBO and competing interest-bearing options 
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(such as the City’s DCP Bond Fund or FDIC Savings Account). Equity wash provisions 
typically require that participants move assets to an equity option for 90 days before 
those funds can be moved to a competing option. Historically some wrap providers have 
viewed the SDBO as a competing option because interest-bearing options are available in 
the SDBO. However, as most participants do not use the SDBO for interest-bearing 
investments, the City’s DCP has always resisted that restriction. This is a growing focus for 
the City as the DCP SDBO now exceeds 10% of DC assets. Only seven of the respondents 
were clear in their proposals that the SDBO would not be considered a competing option: 
Galliard, Great West, Goldman Sachs, Invesco, JP Morgan, Putnam, and Vanguard. 

 Fees – Fees represent a combination of fees to the SVF manager, fees charged by 
underlying portfolio managers, and wrap provider fees. Total proposer fees were 
generally found within a narrow range of between 21 and 28 basis points.  

 
The Investments Committee identified four firms for further consideration, two from Tier A and 
two from Tier B: 
 
Tier A 

⇒ Galliard  
⇒ Invesco 

 
Tier B 

⇒ PIMCO 
⇒ Vanguard 

 
Galliard and Invesco are two of the largest SVF providers in the industry and, as indicated in the 
attached reports, distinguished themselves across virtually all of the rating factors included in the 
RFP. PIMCO and Vanguard demonstrated strength in most but not all dimensions, with PIMCO 
being an outlier in terms of investment performance and Vanguard being an outlier in terms of 
having the largest number of wrap providers and also the lowest fees.  A detailed provider and 
product summary for each of the four candidate funds is provided in Attachment A. Attachment 
A also includes as appendices (1) the stable value fund primer Mercer developed for the 
Investments Committee and (2) a brief synopsis of information/findings regarding all 14 
proposals.  
 
As noted previously, the Board has the option, but is not required, to request oral presentations 
of the highest-ranked respondents prior to making a final selection. The Board could act on the 
information provided in this report and attachments, or exercise the options of conducting 
additional analysis or hearing oral presentations from some or all of the proposers. Staff 
recommends that the Board provide direction with respect to scheduling oral presentations, 
conducting further analysis, or proceeding to make a final selection decision. 
 
 
Submitted by:   _______________________________________ 

Steven Montagna, Chief Personnel Analyst 



ATTACHMENT A









Excellent Favorable Reasonable Less Desirable

Business Strength And Resiliency

Firm-wide Assets

Tenure Of Senior Professionals

Total Personnel Retention

History Of Legal And Regulatory Proceedings

Administrative And Reporting
Able to provide a daily NAV?

Is PCRA brokerage option considered competing? No No No Possibly No

















Stable $95,892 10+ years 0

Stable $1,145,232 10+ years 10

Stable $1,920,000 10+ years 13

Stable $6,076,722 10+ years 10

Excellent Favorable Reasonable Less Desirable





Excellent Favorable Reasonable Less Desirable
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Galliard 2.8 2.5 2.6 2.7 2.5 2.7 2.6 2.5 2.6 2.5 2.4 2.5 2.6 2.7 2.7 2.7 2.7 2.7 2.7 2.6 2.6 2.7 2.6 2.7 2.7 2.7 2.7 2.8 2.9 2.8 2.8 2.8 2.9 2.9 2.8 2.7 2.8 2.8 2.8 2.8 2.7 2.8 2.8

Invesco 3.2 3.1 3.0 3.3 3.3 3.3 3.0 3.0 3.1 3.2 3.1 3.1 3.2 3.4 3.4 3.2 3.2 3.3 3.3 3.3 3.2 3.3 3.2 3.3 3.2 3.3 3.3 3.4 3.2 3.3 3.2 3.2 3.3 3.2 3.4 3.1 3.0 2.9 3.0 3.1 2.8 2.9 2.9

PIMCO 2.9 3.3 3.3 3.5 3.8 3.7 3.8 3.8 3.4 3.5 3.4 3.2 3.4 3.4 3.6 3.4 3.4 3.4 3.9 3.8 3.6 3.6 3.6 3.6 3.5 3.6 3.3 3.2 3.1 3.2 3.3 3.0 3.2 3.2

Vanguard 2.7 2.3 2.5 2.7 2.7 2.8 2.6 2.6 2.8 2.6 2.6 2.7 2.9 3.1 3.1 2.8 2.7 2.7 2.8 2.5 2.6 2.8 2.7 2.8 2.7 2.6 2.6 2.8 3.0 3.1 3.1 3.1 2.9 3.0 3.1 2.9 2.9 2.8 2.9 3.1 2.8 2.9 3.0
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Provider Galliard Invesco PIMCO Vanguard

Traditional GICs

Jackson National

Lincoln

MetLife 1.5%

Minnesota Life

New York Life 1.5%

Principal Life Ins Co

Prudential

United of Omaha

Synthetic Wraps

American General Life Ins. Co. 6.0%

American United Life Ins. Co. 

Great-West

JPMorgan 10.0%

Lincoln 16.2% 6.0%

Massachusetts Mutual Life Ins Co 10.0%

Met Tower Life 16.2%

Metropolitan Life Ins Co 19.6% 24.3% 10.0%

Nationwide 8.0%

New York Life 10.0%

Pacific Life Ins. Co. 19.6% 16.2% 24.3% 8.0%

Principal Life Ins Co

Prudential 19.6% 16.2% 24.3% 10.0%

RGA Reinsurance Company

Royal Bank of Canada

State Street Bank 10.0%

Transamerica 19.6% 16.2% 24.3% 6.0%

Voya Retirement And Annuity Co. 19.6% 16.2%

Unwrapped Cash and Others

Proprietary Collective Fund 3.0%

Cash/STIF 2.0% 3.0% 3.0%

Total 100% 100% 100% 100%

Number of Synthetic Wrap Providers 5 6 4 11







Galliard 101.5 102.6 103.7 102.3 102.2 102.9 103.5 103.3 103.5 103.8 104.3 103.8 103.4 101.5 101.5 101.0 101.3 101.8 101.5 101.6 102.2 101.4 101.5 100.6 101.7 102.3 101.9 100.2 100.4 100.6 100.6 100.0 99.0 98.6 98.4 99.0 100.2 101.6 101.9 101.8 102.2 104.5 104.6

Invesco 103.6 104.9 106.1 104.3 103.7 104.4 105.0 104.7 104.5 105.2 105.4 105.0 104.5 102.5 102.5 102.0 102.5 103.1 102.5 102.7 103.4 102.4 102.4 101.3 102.7 103.4 103.0 100.6 100.7 101.0 101.1 100.5 99.2 98.7 98.4 98.9 100.3 101.6 102.0 101.9 102.2 104.5 104.6

PIMCO 107.2 108.2 107.2 106.6 103.9 103.9 103.2 103.9 104.8 104.2 104.7 105.5 104.0 104.0 102.9 104.2 105.1 104.9 102.1 102.2 102.6 102.6 101.8 100.2 99.7 99.1 99.6 101.1 102.4 102.9 102.7 102.7 105.0 105.0

Vanguard 102.9 104.2 105.0 103.9 103.5 104.3 104.8 104.7 104.7 105.1 105.7 105.1 104.9 102.9 103.1 102.7 103.1 103.5 102.9 103.0 103.4 102.5 102.6 101.7 102.7 103.1 102.7 100.8 100.9 101.0 101.0 100.4 99.1 98.8 98.5 99.2 100.3 101.5 102.0 101.7 102.7 104.3 104.1
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Excellent Favorable Reasonable Less Desirable

Administrative And Reporting

Able to provide a daily NAV?

Is PCRA brokerage option considered competing? No No No Possibly No
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 Underlying Assets invested in

Fixed Income Market run by one

or multiple managers

 Primarily in AAA-rated with

portfolio average of AA or higher

 Invested along Yield Curve with

Average Duration of 2-3.5 years

 Typically issued by one or more

Banks or Insurance companies

 Permits participants to transact at

book value by having Wrap

Contracts

 Amortizes gains/ losses over the

time through the Crediting Rate.

Crediting rate is a direct result of

underlying portfolio performance as

defined by Wrap providers

 Diversified portfolio of high

credit-quality assets

 Stable Share Price and relatively

stable return. Wrap agreements

also provide a guarantee of

principal (crediting rate never

<0%).

 Higher Returns than most

money market options in full

market cycles
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Business Strength And Resiliency

Firm-wide Assets

Tenure Of Senior Professionals

Total Personnel Retention

History Of Legal And Regulatory Proceedings

Able to provide a daily NAV?

Is PCRA brokerage option considered competing? Yes No No No No Possibly No No Possibly Possibly Possibly Possibly No Possibly No

Excellent Favorable Reasonable Less Desirable








