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Adam Jordan 

From: Brie Bramlett 

Sent: 
To: 

Friday, May 04, 2012 2:44 PM 
Adam Jordan 

Cc: Robert Feinstein 
Subject: Research of transcripts for Commission Meetings Dec. 2011 - present 

Adam, 

Robert asked that I search the transcripts prepared by the court reporter for Commission meetings dated 
December 2011 until present for information related to custody, RFP, securities lending, and Bill 
Leidinger. Here is what I have so far- I still have to review transcripts for 3/23 and 4/18 and will send you any 
relevant information from those. I think the information below from the February 161h meeting is probably what 
you are looking for, so I am sending it to you ahead of completing the project. Thanks, Brie 

From February 16, 2012 Commission Meeting transcript from court reporter: 

Page 219 
1 MR. POWERS: I'll get with Sarah. I'd rather talk 
2 to her than you guys. 
3 THE CHAIRMAN: Right. Any further discussion on 
4 audit committee stuff? If not, I'll turn it 
5 over to the Treasurer's Office for update on 
6 Custody RFP. 
7 CUSTODY RFP UPDATE: 
8 MR. LOFTIS: Gentlemen. 
9 MR. LEIDINGER: I'll be happy to. I think the 
10 comment ought to be somewhat limited, too, 
11 there's a representative of one of the 
12 proposers in the room, but it suffices to say 
13 that seven proposals have been received. 
14 They're now being reviewed by the Investment 
15 Commission, the Retirement System and the 
16 Treasurer's Office. The group of 
17 representatives from those three entities are 
18 going to meeting at nine o'clock on February 
19 29th and spend from nine till two with Kellum 
20 and Associates reviewing Kellum's --
21 THE CHAIRMAN: Can I ask you a question? Who from 
22 the Commission is going to be there? 
23 MR. JORDAN: Rebecca and Doug. 
24 THE CHAIRMAN: Rebecca and who? 
25 MR. JORDAN: Doug. 

Page 220 
1 MR. HARPER: Doug Lybrand. 
2 THE CHAIRMAN: Oh, Doug. Okay. Sorry, go ahead. 
3 MR. LEIDINGER: And we will be reviewing the 
4 consultant's recommendations and comments at 
5 that time. 
6 THE CHAIRMAN: I guess just a couple of questions as 
7 this-- the way the RFP was written. You know, 
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8 on the ancillary services, because ultimately 
9 this kind of ties back into the budget, too, 
1 0 you know, and the technology part of that. I 
11 mean how's payment and --
12 MR. LEIDINGER: I remind you there's a 
13 representative of one of the proposers in the 
14 room and I recommend we not discuss any aspects 
15 of the business portion of this. 
16 THE CHAIRMAN: Well, can we--
17 MR. LEIDINGER: Michelle. 
18 THE CHAIRMAN: Well--
19 MS. COOK: I'm sorry. 
20 THE CHAIRMAN: I'm trying to think-- it's still 
21 public. 
22 MR. WILLIAMS: Seems like we'd have to go into 
23 executive session --
24 THE CHAIRMAN: We'd have to go into executive 
25 session, wouldn't we? 

Page 221 
1 MR. WILLIAMS: Or not. 
2 MS. SHEALY: I'm really not sure under what basis 
3 you're--
4 MR. LEIDINGER: Unless Michelle leaves the room. 
5 MS. COOK: No, no, I'm leaving. 
6 MR. LOFTIS: She's probably been thrown out of 
7 better places than this. 
8 MS. COOK: I heard that. 
9 THE CHAIRMAN: So yeah, just to kind of follow up on 
10 the budget thing because, obviously, we have a 
11 budget, across the street, y'all I assume have 
12 a budget across the street. I know 
13 traditionally a lot of these functions get 
14 picked up through securities and lending, which 
15 is obviously sort of a piece of this, but talk 
16 a little bit about that budget, because the way 
17 the RFP is written, you know, it's y'all's 
18 contract. Talk a little bit about how, on the 
19 budget side, because obviously a lot of these 
20 technology services, if I'm not mistaken, you 
21 know, they're in our budget request but, you 
22 know--
23 MR. HARPER: Some of the technology budgetary, if 
24 you will, some of those things could be picked 
25 up with respect to utilizing a custodian 

Page 222 
1 service who actually had some of the ancillary 
2 services. Some of the other portion of it is 
3 it's not tied with different risk monitoring 
4 systems, etcetera, that would then overlay and 
5 pull the data from the custodian, so. But 
6 there are some, such as Burgess Private Eye 
7 that could potentially be integrated, and this 
8 is one of the -- in fall of '09 that we had 
9 conversations with Bank of New York as possibly 
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10 adding that, but again, there's extra dollar 
11 cost to it and so on so forth, so it's not as 
12 easy as just plugging in when you want to do 
13 it. But some of that technology cost could be 
14 picked up under the securities lending revenue 
15 or however our dollar budget or however it 
16 wants to be paid for. 
17 MR. LEIDINGER: We haven't decided exactly yet 
18 because the group has not decided on what 
19 services the group wants to see the successful 
20 proposer provide. The theory that we've been 
21 operating under is that everybody will get what 
22 they need and are willing to pay for. 
23 MR. WILLIAMS: When you say everybody, I'm not sure 
24 -- who is everybody? 
25 MR. LEI DINGER: Retirement Systems, Investment 

Page 223 
1 Commission, and Treasurer's Office. 
2 MR. WILLIAMS: It does seem to me important that the 
3 Ret irement System Investment Commission get the 
4 entire benefit of the securities lending 
5 revenue, because that's the retirees' money 
6 that we're lending, retirees' assets that we're 
7 lending, so the retirees ought to get the full 
8 benefit of whatever compensation they're 
9 receiving for lending our securities. 
10 THE CHAIRMAN: I assume y'all get segregated 
11 accounting securities lending revenue? 
12 MS. TAHILIANI: We get segregated. The Retirement 
13 Systems gets their own portion. 
14 THE CHAIRMAN: Yeah. 
15 MR. TAHILIANI: We get our own portion. 
16 THE CHAIRMAN: Right. 
17 MS. TAHILIANI: The Treasurer's Office. 
18 THE CHAIRMAN: I'm just trying to think, does the 
19 structure, right, and I know we curtailed a lot 
20 of the securities lending, what's sort of the 
21 status? I know the revenues from securities 
22 lending has really come in. I mean --
23 MR. HARPER: Quite a bit. When the investment 
24 guidelines were changed to limit basically to 
25 overnight securities for reinvestment of the 

Page 224 
1 collateral pool, that itself, because the 
2 return on the collateral pool is so low, it a 
3 lot of times is less than a rebate you have to 
4 actually pay the lender or the security. So, 
5 in that instance, you're not going to lend the 
6 security because it's, you know, negative 
7 benefit to you. In the instances where the 
8 reinvestment of the collateral pool can exceed 
9 what the rebate is, that's where they'll lend 
10 securities. So the ability to lend a lot of 
11 securities, because of the restrictions and 
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12 guidelines on the reinvestment pool, it really 
13 limited what can be lent out. So the 
14 securities lending revenue has gone way down 
15 compared to what it used to have been. I think 
16 the last number I saw was estimate somewhere 
17 around 500,000, somewhere in there of total 
18 revenue generated. Nicole may have--
19 MS. WAITES: It's going to be a lot less this year. 
20 It'll probably be less than a million dollars 
21 for the fiscal year. 
22 THE CHAIRMAN: Right. 
23 MS. WAITES: You know we have about 500,000 right 
24 now. 
25 MR. HARPER: So if we can get a lot of extra 

Page 225 
1 services from the custodian that exceed the 
2 500,000 or what have you, then we're better 
3 off. 
4 THE CHAIRMAN: All right. So I guess some of this 
5 is a question. Do we have the agreements in 
6 place and things properly papered up on budget 
7 items that securities lending revenue is 
8 insufficient to cover the choices on ancillary 
9 services? I mean --
10 MR. HARPER: I think it really comes down to how the 
11 contracts are structured and negotiated. 
12 Historically, the custody of the securities 
13 lending has all been under one contract with 
14 the Treasurer's Office. And, you know, I think 
15 where the Commission needs to make the decision 
16 with respect to ancillary services, are those 
17 going to be charges back? Will they have to 
18 actually come off the budget as opposed to be 
19 wrapped into securities lending as well, and 
20 then what the services are. And as Mr. 
21 Leidinger pointed out, there's a team that will 
22 look at and evaluate what those additional 
23 services need to be, and then what those total 
24 costs will be compared to do you even use 
25 securities lending, do you even want to 

Page 226 
1 participate in it, because we recognize that 
2 we've had some issues with securities lending 
3 with respect to the collateral pool and some of 
4 those issues there, so. 
5 MR. LEI DINGER: You may want to consider deferring 
6 this conversation until we see what the 
7 proposals look like and what the 
8 recommendations look like and what some of the 
9 options may be available to us, because 
10 certainly what we've been operating under in 
11 the past and currently is not the way we're 
12 going to be operating in the future. I think 
13 we'll be seeing a lot more opportunity for 
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14 service improvement that doesn't all 
15 necessarily increase cost. 
16 MR. LOFTIS: How many bids did we receive? 
17 MR. LEIDINGER: Seven. 
18 MR. LOFTIS: We received seven bids and, you know, 
19 we've done a lot of rebidding at the State 
20 Treasurer's Office and each time we did these 
21 older financial contracts, the new and the old 
22 are -- and the abilities that are out there 
23 that as an old customer you don't have, that 
24 you don't use, know, so we've been very pleased 
25 with our other RFPs as well. 

Page 227 
1 THE CHAIRMAN: Okay. 
2 MR. LOFTIS: If anybody wants to come over and look 
3 at the paper of these deals. 
4 MR. FEINSTEIN: Hershel, please correct me if I'm 
5 wrong, part of the reason why this topic is 
6 being presented, I believe, is because the two 
7 folks on Commission staff who are being asked 
8 to represent the Investment Commission probably 
9 would benefit greatly from a bit of guidance on 
10 some of these questions that you've touched on. 
11 MR. LEIDINGER: Well, Bob, they certainly will have 
12 that opportunity on the 29th when we -- we're 
13 all hear together for the first time from the 
14 consultant regarding the proposals and his 
15 recommendations, if you would. There will then 
16 be a process to be decided by the group what 
17 they want to do in terms of following up and 
18 doing their own investigation, if you would, on 
19 site visits, examples of data reports, you name 
20 it. And then there will be -- there will be a 
21 period of time before we reach a decision on 
22 who to go with. We're not -- we're looking for 
23 an effective date of the new contract for July. 
24 So that gives us plenty of time to go through 
25 this in a collaborative and cooperative way. 

Page 228 
1 MR. FEINSTEIN: Oh, understood. It's just I would 
2 think that if I am Dr. Gunnlaugsson or Doug 
3 Lybrand, I would find it quite helpful if the 
4 Commissioners of the Investment Commission 
5 could provide a bit of additional guidance to 
6 those two evaluators when they are being asked 
7 to look at securities lending, number one, and 
8 its connection to custody, number two. Because 
9 it would benefit them to know whether the 
1 0 Commission desires to continue to -- to see the 
11 trust funds to continue participating in a 
12 securities lending program, and if so, it would 
13 help them to know whether you all desire to 
14 have investment guidelines that are quite 
15 conservative, like the ones currently in place, 
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16 or whether you are interested in liberalizing 
17 or loosening up on those guidelines somewhat. 
18 It could even benefit them to know your 
19 thoughts about such things as whether you 
20 desire to continue to have a single securities 
21 lending agent program or whether you feel that 
22 it's worth considering opening up the program 
23 and making it a multi-agent program. These are 
24 all options. And I just think that our 
25 representatives right now on the evaluation 

Page 229 
1 committee are not ideally equipped to represent 
2 you. 
3 THE CHAIRMAN: That was a lot so-- can we maybe 
4 take those one at a time? 
5 MR. FEINSTEIN: Sure. 
6 THE CHAIRMAN: I guess the first question just being 
7 securities lending, right, because we obviously 
8 curtailed that back to a pretty restrictive 
9 covenant, so there's really two parts, right, 
10 do we want to continue securities lending, and 
11 then B) what sort of investment terms and 
12 conditions do we want to do. So let's take 
13 those one at a time. Securities lending. 
14 MR. WILLIAMS: I don't know enough about that to 
15 know the pluses and minuses. I just, I would 
16 need a briefing before I could have an opinion. 
17 That's always been something done by somebody 
18 else, I just never had -- had to pay attention 
19 to it. 
20 MR. HARPER: If I can, just my knowledge of it is 
21 historically, and not just in this state but I 
22 think you'll find across probably every pension 
23 fund, public pension fund in the US here, is 
24 that the securities lending has typically been 
25 married contractually to the custodial 

Page 230 
1 relationship. The actual hard dollar charge of 
2 what the cost of custody would be is you don't 
3 actually get a bill , but they deduct it from 
4 the revenue from securities lending. So it's 
5 really an off balance sheet payment of what the 
6 custody expense would be. Now, the issue is 
7 sometimes that securities lending revenue could 
8 generate, you know, three or four million 
9 dollars for the bank but the actual expense is 
10 only, say, two million. So they keep the 
11 extra. You get into periods like we have right 
12 now, especially with restrictive reinvestment 
13 on the collateral pool, and it's less than a 
14 million for probably something that's a 
15 million, million two million and a half. So 
16 the bank is actually losing money then on the 
17 services they provide us. So it's a very 
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18 volatile revenue stream for them. You know, I 
19 think the decision on lending the assets of the 
20 trust, to me I think one would argue that if 
21 you're lending something to get an income, 
22 that's much more of an investment function as 
23 opposed to pure custody. So I think if, you 
24 know, whether it all resides with the 
25 Treasurer's Office or not, I think that's 

Page 231 
1 something you guys need to discuss at the 
2 Commission level and kind of make that 
3 determination. With respect to the ancillary 
4 services for the risk and so on and so forth 
5 and all the other infrastructure kind of needs 
6 we're looking at, that's a project that Dr. 
7 Gunnlaugsson is leading for the Commission and 
8 some of those technologies may link back in 
9 with a Bank of New York or whomever custodian 
10 bank. They may have some of those things that 
11 we can just, you know, pack on and use and it 
12 perfectly fits fine. But there will be other 
13 technology risk systems that we bring into the 
14 fold , if you will, that are not linked to any 
15 kind of contractual relationship at the custody 
16 bank or anything as well. So that's going to 
17 be hard dollar budget, if you will. 
18 MR WILLIAMS: Is it possible to have such a thing 
19 like you have your bank A has custody of your 
20 securities and then some other person is in 
21 charge of lending your securities, so you could 
22 pay a fee to this bank and get income from over 
23 here? 
24 THE CHAIRMAN: Yes. 
25 MR WILLIAMS: That is a possibility? 

Page 232 
1 THE CHAIRMAN: It is a possibility. 
2 MR HARPER: Referred to usually as third party 
3 lending services. 
4 MR. WILLIAMS: Have we looked at the economics of 
5 that? 
6 MR LEI DINGER: Shakun has reminded me that we asked 
7 the consultants in the --to give us options on 
8 security lending, so that will be before us. 
9 MS. TAHILIANI: Let me just say that we have tried 
10 the third party lenders in the past. It is 
11 doable, but it does get complicated when you're 
12 trying to sell some securities, and at times it 
13 does get complicated when you have more risk --
14 but we have asked the consultant to give us the 
15 guidelines on and help us making that decision 
16 and give us different options on whether he 
17 would be with the securities lending and 
18 without a securities lending and with third 
19 party securities lending. And also we've asked 
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20 them to help us come up with the new guidelines 
21 with there being less -- because we do realize 
22 our guidelines right now are very restricted 
23 and you're not going to make any money because 
24 they're giving you five to ten basis points 
25 right now. That's really not earning you any 

Page 233 
1 income. And I think we are going to be also 
2 discussing the split of the income. Right now 
3 our split is 85/15, whether that's a good one 
4 or whether we need to go to 90/10. 
5 MR. GIOBBE: Who gets the 85 and the 90? 
6 MS. TAHILIANI: We get the 85 percent of the revenue 
7 and the custodian gets 15 percent of the 
8 revenue for monitoring the program and for 
9 providing us the safekeeping services. 
10 THE CHAIRMAN: Yeah, and that's where historically 
11 some of the securities lending programs, those 
12 fees, you know, when that fee split started 
13 changing, that's when, quite frankly, a lot of 
14 them started violating the investment advisory 
15 agreements related to the collateral quality. 
16 So I mean it's a balance, right. So both that 
17 collateral quality issue as well as the fee 
18 split issue, but I think that's ultimately why 
19 they had some of the things in there that they 
20 shouldn't have in there. 
21 MR. HARPER: And I would add that I think one thing 
22 we'd want to pay attention to on the securities 
23 lending is that the indemnity on the collateral 
24 pool itself, because that tends to be where a 
25 significant amount of risk is that, to Mr. 

Page 234 
1 Gillespie's point, if the manager of the 
2 collateral pool becomes too aggressive and they 
3 search for more and more spread, they're taking 
4 more and more risk in that portfolio, so it's 
5 not conforming necessarily to more money market 
6 type standards of 2A7, if you will. We've 
7 experienced that issue with collateral pool of 
8 Bank of New York. There's the Lehman loss, and 
9 then there's also the loss that draw down the 
10 mortgage bank portfolio. 
11 MR. GIOBBE: So just to be clear, we would set those 
12 guidelines; is that correct? 
13 MR. HARPER: I think what we're saying is that the 
14 consultant would help us reestablish what the 
15 guidelines should be depending upon the risk 
16 tolerance. And I think for us that in a 
17 collateral pool scenario, my recommendation 
18 would be that's not where you want to have risk 
19 in the portfolio. 
20 MR. GIOBBE: Oh, absolutely. 
21 THE CHAIRMAN: But this is where, too, I mean it's 
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22 important, because our time horizon ultimately 
23 is different than say what the Treasurer may be 
24 doing with the general fund. So what those 
25 investment guidelines should be for us --

Page 235 
1 MR. HARPER: Is going to be different. 
2 THE CHAIRMAN:-- are uniquely different than what 
3 they may be for the --
4 MR. FEINSTEIN: Good point. 
5 THE CHAIRMAN:-- general fund. And so I guess one 
6 of my questions is are they responding 
7 specifically to y'all's general fund or will 
8 they work with us too? 
9 MS. TAHILIANI: They're responding on everything. 
10 MR. LOFTIS: What we tried to do because we had the 
11 three entities, we effectively said one master 
12 contract , three interested parties, how do we 
13 make each party happy. And, you know, today's 
14 technology, which we've not been using because 
15 we're in old contracts, I don't think we're 
16 going to have a problem segregating the needs 
17 and the wants and making it all pretty 
18 seamless. Just in the last six months, we've 
19 started using services that we there we never 
20 used and we've changed our world. I think the 
21 new contract will be a significant event. 
22 THE CHAIRMAN: I mean back to as it relates to Dr. 
23 Gunnlaugsson -- is that how she says her name? 
24 MR. HARPER: Gunnlaugsson. 
25 THE CHAIRMAN: Gunnlaugsson. 

Page 236 
1 MR. HARPER: I can spell it, too. 
2 THE CHAIRMAN: Is she here? No. So the consultants 
3 come back with a specific recommendation of 
4 given a pension plan what they think they 
5 investment criteria should be? 
6 MR. LOFTIS: Well, we have three parties. It's our 
7 contract; it will have three parties to it. So 
8 yeah, I mean it's a significant undertaking. 
9 THE CHAIRMAN: Right. 
1 0 MR. LOFTIS: So I think that --
11 MR. WILLIAMS: What will happen that day? Just 
12 receiving information and asking questions? 
13 MR. LEIDINGER: Right. And then the group with the 
14 consultant will decide what it wants to do 
15 next. Does it want to --
16 MR. WILLIAMS: Will they disperse and come back and 
17 make that decision or the decision --
18 MR. LOFTIS: Uh-huh (affirmative response). 
19 MR. LEIDINGER: No, we've been doing everything 
20 together. We've been meeting jointly --
21 MR. LOFTIS: No, I think he meant are we going to 
22 make the decision that day. 
23 MR. LEIDINGER: Oh, no. 
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24 MR. WILLIAMS: So our representatives could come 
25 back and-

Page 237 
1 MR. LEIDINGER: Of course. 
2 MR. WILLIAMS:-- consult with whoever on the 
3 Commission --
4 MR. LEIDINGER: Of course. 
5 MR. WILLIAMS: -- knows something about this, mainly 
6 Allen, I think, or Jim. 
7 THE CHAIRMAN: Jim probably knows more about this 
8 than I do. 
9 MR. WILLIAMS: It's not I. 
10 THE CHAIRMAN: Okay. 
11 MR. WILLIAMS: Would that be sufficient guidance? 
12 MR. FEINSTEIN: I'm hoping. The timing is a bit 
13 unclear to me because it's the events after the 
14 February 29 meeting that the evaluation 
15 committee is going to have with the consultant 
16 that concerns me. Your next-- you are going 
17 to have a meeting in early March but you're 
18 trying to limit the agenda to perhaps two items 
19 there. Your next meeting may not happen until 
20 April something, at which point a decision is 
21 already made, right? 
22 MR. LEIDINGER: I can't recall the exact date, but 
23 you know, none of these dates are locked in 
24 stone--
25 MR. FEINSTEIN: So that's why I was trying to--

Page 238 
1 MR. LEIDINGER: --we can move them backward and 
2 forward. 
3 MR. FEINSTEIN: Yeah. The mechanism for getting 
4 guidance, I'm not clear enough about how we're 
5 going to get that. 
6 MR. WILLIAMS: I know I'm not the right person. 
7 MR. FEINSTEIN: No, no, no, just--
8 MR. WILLIAMS: I'm perfectly willing to delegate the 
9 guidance giving to the right person. And I 
10 don't know whether that's Ed, Allen, or Jim. 
11 THE CHAIRMAN: I'm just trying to figure out what 
12 the budget --
13 MR. FEINSTEIN: Yeah. 
14 THE CHAIRMAN:-- a rough on the budget, right, 
15 because we're -- it kind of blew up in our 
16 committee meeting the other day. So securities 
17 lending becomes potentially an important part 
18 of that equation. 
19 MS. TAHILIANI: Well, even on February 29th when we 
20 do get the guidance and stuff like that from 
21 them, we're not going to know exactly how much 
22 the cost is going to be--
23 THE CHAIRMAN: Right. 
24 MS. TAHILIANI: --because we will sti ll be 
25 negotiating the contract or whatever. And 
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Page 239 
1 whoever is your rep, Doug and Ms. Gunnlaugsson, 
2 they will be coming there, they will be coming 
3 back to the office and talking to Robert and 
4 Hershel and whoever they want to to discuss 
5 these things. It's not -- February 29th is the 
6 very first initial guidelines that we're going 
7 to be given. 
8 THE CHAIRMAN: Right. 
9 MR. LOFTIS: It's been very important to us that 
10 it's collaborative all the way through. 
11 THE CHAIRMAN: Right. So I guess we'll put that on 
12 the next agenda then to talk to --
13 MR. FEINSTEIN: Perhaps. 
14 THE CHAIRMAN: -- investment -- not, I mean not for 
15 the 3rd, but to get the report on the 
16 investment guidelines for the collateral pool. 
17 MR. HARPER: I think that as the reports are coming 
18 back in with respect to three components, the 
19 custody, securities lending, ancillary 
20 services, that as we look at ancillary 
21 services, I think that's kind of Commission 
22 level decision on tools and technologies and 
23 how that impacts the Commissions' budget. And 
24 then, you know, the decision on securities 
25 lending, how that relates to being able to pay 

Page 240 
1 for some of the cost of custody and these 
2 ancillary services, so I think that's all part 
3 of the important consideration for the next 
4 time you bring it back up. 
5 MR. LOFTIS: And we'll make sure we videotape that 
6 meeting so that if anybody wants to see it and 
7 we'll talk to staff and they can cut it down to 
8 the right bits and pieces of it, so maybe 20 
9 minutes, 30 minutes, whatever you've got to 
10 see, the rest of it, you know--
11 MR. FEINSTEIN: Thank you. 
12 THE CHAIRMAN: Any other questions on--
13 MR. WILLIAMS: Do you think there's any ambiguity 
14 then on where our two people will be getting 
15 their instructions? 
16 MR. FEINSTEIN: What do you think? 
17 MR. WILLIAMS: I'm perfectly comfortable saying, 
18 Hershel, that you know us, you've been around 
19 here longer than anybody else, let them get 
20 their guidance from you --
21 MR. HARPER: Sure, absolutely. 
22 MR. WILLIAMS: -- and you estimate what you think 
23 the Commission's position will be. Nothing's 
24 going to be cast in stone until we have the 
25 chance to actually make that decision. But I 
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1 think you're the CIO, you tell them what to do. 
2 MR. HARPER: Will do. 
3 MR. WILLIAMS: Okay. 
4 MR. LEI DINGER: Mr. Chairman, keep in mind that 
5 those two representatives from the Investment 
6 Commission, there are other staffers from the 
7 Investment Commission who have been involved in 
8 this and attended the meetings leading up to 
9 this point. But to the extent the Commission 
1 0 wishes to have additional people at that 
11 meeting on the 29th, you're more than welcome. 
12 THE CHAIRMAN: Right. I think getting this back to 
13 the reinvestment people, I mean, I think we 
14 should collect the same information we would 
15 for any other fixed income manager because I 
16 think that was one of the big questions some of 
17 the custody banks had was they were doing 
18 things on their credit committees that their 
19 investment people on the securities lending 
20 side weren't. So I mean, I think at a minimum 
21 we need to collect and underwrite them like we 
22 would any other fixed income manager. So I 
23 would say Hershel or whatever staff, you know, 
24 on the fixed income side get it down to a --
25 MR. HARPER: Shorter list. 

Page 242 
1 THE CHAIRMAN: --final list, short list. Because I 
2 think the presumption is that we continue to 
3 have securities lending. We just, you know, I 
4 think the guidelines are going to be an 
5 important thing for us to review and establish. 
6 MR. LYBRAND: What would be most helpful for me is 
7 to have a clear understanding of what we have 
8 budgeted and expect to implement in the 
9 foreseeable future, particularly if we would 
10 get those services from a custodian. Some of 
11 those things are unclear, and so it would be 
12 very helpful if we knew where we were going 
13 exactly and what we were willing to commit to 
14 in one place or another. 
15 MR. HARPER: And I think that's an appropriate 
16 conversation for myself and Doug and Rebecca to 
17 sit down and think about the evaluation of 
18 doing the evaluation, thinking about the budget 
19 next , if you will. Because I think at the end 
20 of the day you want to do a pure evaluation and 
21 say these are the tools that we need, how much 
22 does it cost, how do we pay for it, as opposed 
23 to well, I'm not going to add this tool to the 
24 list because I don't think I can afford it. I 
25 think that if you -- once you figure out what 

Page 243 
1 you can afford, then you kind of go back and 
2 make that decision as to what you need to 
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3 change. 

BRIE BRAJ\.\lEIT I PARAlEGAl. 
p 803.737.2239 I F 803.737.7070 I BBRAMLETT@lC.SC.GOV 
12.01 ~STREET I SUITE 1510 I COLUMBJ.A. sc I 29201 
SOUTH CAROliNA RETIREMENT SYSTIJvl. 

INVESTMENT COMMISS£0N 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 

FYI 

According to Frank R. : 

Robert Feinstein 
Tuesday, August 23, 2011 3:59 PM 
Nancy Shealy; Hershel Harper; Brenda Gadson 
Adam Jordan; Bob Borden 
STO Custody Advisor Search 

1. Callan contract is awaiting signature by the Treasurer; and 

2. Frank is working with Callan on dates for kick off meetings. Could well happen in Sept ..... 

Robert 

1 
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Adam Jordan 

From: 
Sent: 
To: 

Bob Borden 
Thursday, August 25, 2011 8:16 PM 
Adam Jordan 

Subject: Fwd: Custody Due-Diligence Process -TO DO LIST 
CallanMemo-InformationGathering.doc; A TT520177.htm Attachments: 

FYI 
Sent from my iPhone 

Begin forwarded message: 

From: "Robert Feinstein" <RFeinstein@ic.sc.gov> 
Date: August 25, 2011 4:56:31 PM EDT 
To: "Bob Borden" <Bob@ic.sc.gov>, "Nancy Shealy" <NShealy@ic.sc.gov> 
Cc: "Lorrie King" <LKing@ic.sc.gov>, "Hershel Harper" <HHarper@ic.sc.gov> 
Subject: FW: Custody Due-Diligence Process- TO DO LIST 

Nancy and Bob: 
An update/FYI as to STO custody advisor contract can be found directly below. 
I'm copying Lorrie so that she take a look at Bob's schedule for the week of 9/25 and advise .. .. 
R. 

From: Tahiliani, Shakun [mailto:Shakun.Tahiliani@sto.sc.gov] 
Sent: Thu 8/25/2011 4:42 PM 
To: Robert Feinstein; Tammy Nichols; William Blume; Hershel Harper; Brenda Gadson 
Cc: Leidinger, Bill; Rainwater, Frank 
Subject: FW: Custody Due-Diligence Process- TO DO LIST 

Hello everyone. The contract with Callan has been signed. Please see the attached list of 
information requested by Bo. Please prepare the information and send it to Bo directly and copy 
Bill and me on the emails. Also please check your schedule and see what week works for you 
for the Operations Assessment. We are looking at the week of September 251h but want to be 
sure that it works for you all as well. 

Thanks, 

Shakun 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Wednesday, August 24, 20111:07 PM 
To: Tahiliani, Shakun; Leidinger, Bill 
Cc: Rainwater, Frank; Swilley-Burke, Gwelda 

1 
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Subject: Custody Due-Diligence Process -TO DO LIST 
Importance: High 

Shakun and Bill, 

As Frank indicated, I wanted to get the process going and specify dates for our initial 
meeting. Below is the list of To Do's for your review .... 

1. Please provide me with contact information for all that would be directly involved in this Due 
Diligence Search and Review Process. Will there be a project leader(s) or manager(s) from your 
end- if so, kindly specify, accordingly. 

2. Information Gathering- Before our kick-off meeting, we would like to gather certain 
information and review documents so that we will have some level of working knowledge of the 
current environment with your custodian. Attached please find, Callan Memo on Information 
Gathering. I have the scope of work and requirements of the different stakeholders that was 
released with the Consultant Solicitation and would incorporate that in the information data 
bank. We would prefer that we receive the Information Request at least 2 weeks before the 
planned Kick-Off Meeting and Callan Operations Assessment Visit. 

3. Dates for Kick-OffMeeting and Callan Operations Assessment. Right now we would like to 
see if any 2 to 3 day period would work for SC and the Stakeholders, impacted by this Due 
Diligence. The 2 to 3 days would involve sitting down with specific areas or groups and would 
cover numerous areas. Please see below Operations Assessment Agenda. How does the weeks 
of Sept. 25 (Tuesday, Wed and Thursday) or Oct. 2 (Tuesday, Wed and Thursday look on 
everybody's calendar - please note to carve out 2 to 3 days for this meeting? Honestly, Gwelda 
and I would prefer the week of Sept 25 if schedules would allow. 

OPERATIONS ASSESSMENT AGENDA AND KICK-OFF MEETING: 

Day 1 

General Discussion (9:00am to 10:30 am) 

2 
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Discuss all Plans impacted by the Trust/Custody Search with Key Individuals and 
Representatives ofthe Stakeholders 

Current Assessment of Infonnation and Documents provided to Callan 

Expectations and Wish Lists, including Future Considerations 

Critical Issues - That Callan Should Know About (Accounting, Oversight, Regulatory Issues, 
Performance, Compliance, etc.) 

Custody and Accounting (10:30 am to 12:00 noon) 

Asset Classes and Investment Structure 

Financial Reporting (Monthly and Annual) 

Custody On-Line Platforms- How do you use it? Callan would like to see how you Log On and 
Verify Version of Workbench 

Regulatory Reporting 

Lunch (12:00 noon to 1:00pm) 

Team Discussion 

Ancillary Services (1:00 pm to 4:00 pm) 

Service Module 1: 

Performance Measurement 

Analytics, Risk Mgmt, and Compliance Tools 

Service Module 2: 

Back Office Support- Investment Operations and Cash Supp011 

Internally Managed Portfolios 

Alternative Support Requirements 

3 



000018

Service Module 3: 

Securities Lending 

Program Structure and Risk Management 

Current State ofthe Program 

Day2 

Ancillary Services (9:00 am to 11:00 am) 

Service Module 4: 

Corporate Governance 

Class Litigation, Corporate Actions and Class Actions 

Compliance Issues and Transparency/Disclosure Requirements 

Service Module 5: 

Other Services 

Banking and Commercial (Vaulting, Monitoring, etc.) 

Benefit Payments 

Cash Sweeps (STIFs) 

Brokerage- Transition Management, Commission Recapture 

Client Service Requirements (11:00 am to 12 noon) 

Service Issues 

Problem Resolution 

How do you want it structured? 
4 
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Lunch (12:00 noon to 1:00pm) 

Team Discussion 

Education- (1:00pm to 4:00pm) 

Industry Trends, Best Practice 

Things You Need To Know, Want To Know 

Discussion and Q&A 

Day3 

Debrief and Open Discussion (9:00am to 11:00 am) 

Custody Search Process Recap of Process and Steps 

Callan Observations 

Q&A 

Meeting Adjourn by 12 Noon 

The above would be plenty for now, but wanted to get this project going. 

Thanks. 

~ 
~ 
Bo Abesamis 1 Executive Vice President 
Trust. Custody and Securities lending Group 

1 01 California Street 
Suite 3500 
San Francisco, CA 94111 
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P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

lnfonnation contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended 
recipient for its intended purpose or disseminated to any other person without Callan's permission. 
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SAN FRA!'lCISCO 

~EWYORK 

CI-UCAGO 

ATLANTA 

DENVER 

MEMORANDUM 

To: Shakun Tahiliani and Bill Leidinger 

From: Bo Abesamis 

Date: August 24, 2011 

Subject: Custody- Documents and Information 

cc: Gwelda Swilley-Burke and Frank Rainwater 

Shakun and Bill, as noted in our consulting process, information is key to any best 
practice due diligence and RFP process. The following is the data or information that 
Callan would want to review so that I have a working knowledge of what services are 
required of the custodian and in order to prepare for the operations assessment visit in 
Columbia. 

• Statutory provisions regarding custody of assets 
• Plan Background for all Plans and/or Asset Pools, including specific plan provisions 

distinct to Custody and Investment Administration (that Callan should be aware of) 
• Description of all participating Plans and/or Asset Pools to be included in the due 

diligence process(if there are multiple plans and asset pools - qualified and non
qualified, DB and DC, Cash Operating Pools, etc.) 

• Oversight stmcture of Investment Administration (Personnel, Repmting Structure, 
and Functions/Responsibilities) 

• Full description of the Custody Plan structure for Plan Accounting purposes 
• Market Value of Assets (as of the latest date, preferably June 30, 2011) 
• Investment Managers (Separate and Commingled, including mandates) 
• Current Asset Allocation and Future Considerations 
• Specific Accounting and Reporting requirements (Daily, Monthly) from Custodian for 

each Plan, including GASB Reporting requirements 
• Inventory List of Systems and Technology, Software, Platform to access Custody data 

real time via the Internet by each Stakeholder 
• Fee Agreement (current) and Contracts with BNY Mellon and other sub-vendors 

impacted by this due diligence. 
• Custody Fee Invoices over the last eight (8) quarters if available for all plans 
• Ancillary services received from current custodian. Please provide brief information 

where available and only if applicable. 
Unitization requirements 
Accounting Requirements 
Book of Record and Manager Reconciliation Process Requirements 
Trade Processing and Interfaces for Internal and External Managers 

Page 1 of 2 
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Investment Accounting requirements 
Cash Management/Short Term Cash (STIF) 
Risk Management and Guideline Compliance Service 
On-line Access/Intemet Applications 
Performance Measurement and Analytics (different levels) 
Transition Management and Portfolio Liquidation 
Commission Recapture Services 
Brokerage Services 
Look through or Drill Down of Commingled Funds 
Altemative Investments (Reporting and Monitoring) 
Benefit Payment and related Participant Services required from the Custodian 
Securities Lending 
Passive/Index Management (if applicable) 
Foreign Exchange execution (if applicable) 
Securities Litigation, Proxy Voting, Class Action Filing 
Banking/Treasury Functions that your cun·ent Custodian provides 
Others (Did I missed something or anything?) 

The above information helps Callan cover all areas and make a broad-based assessment 
of your specific requirements. The above information would certainly give us ~ working 
knowledge ofthe fee structure (explicit and implicit) and the operational functionality of 
the different plans or asset pools. 

If you have any questions, please give me a call at (415) 274-3074 or email at 
abesamis@callan.com whichever is convenient. Thanks. 

Page 2 of 2 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Wednesday, September 21, 2011 9:57 AM 
Adam Jordan 

Cc: Brenda Gadson; Hershel Harper 
Subject: 
Attachments: 

FW: Custody Due-Diligence Process - TO DO LIST 
CallanMemo-lnformationGathering.doc 

Importance: High 

Adam: 

Following up on our discussion of the custody RFP process, here's a quick summary of where we are and next steps. 

Callan's under contract, and we're working with SCRS and STO to provide Callan with a long list of requested info (see 
attached). This info needs to be forwarded to Callan in the next week to 10 days or so. 

On October 5-7, Callan is leading a set of meetings which will be one part Operations Assessment (helping Callan 
understand what we need) and one part educational session (helping our organizations gain a better understanding of 
the services- core and ancillary- that a custodian can provide). A draft agenda is provided in email below from 
Callan. Callan is going to be providing various materials at the October meeting. 

If we're going to add a person to the team, we should let Callan know- they'll need an accurate headcount so that 
materials, etc are available for all participants in the October session. 

Robert 

From: Tahiliani, Shakun [mailto:Shakun.Tahiliani@sto.sc.gov] 
Sent: Thursday, August 25, 2011 4:43 PM 
To: Robert Feinstein; Tammy Nichols; William Blume; Hershel Harper; Brenda Gadson 
Cc: Leidinger, Bill; Rainwater, Frank 
Subject: FW: Custody Due-Diligence Process - TO DO LIST 
Importance: High 

Hello everyone. The contract with Callan has been signed. Please see the attached list of information requested by 
Bo. Please prepare the information and send it to Bo directly and copy Bill and me on the emails. Also please check 
your schedule and see what week works for you for the Operations Assessment. We are looking at the week of 
September 25th but want to be sure that it works for you all as well. 

Thanks, 
Shakun 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Wednesday, August 24, 20111:07 PM 
To: Tahiliani, Shakun; Leidinger, Bill 
Cc: Rainwater, Frank; Swilley-Burke, Gwelda 
Subject: Custody Due-Diligence Process - TO DO LIST 
Importance: High 

Shakun and Bill, 

1 
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As Frank indicated, I wanted to get the process going and specify dates for our initial meeting. Below is the list of To 
Do's for your review .... 

1. Please provide me with contact information for all that would be directly involved in this Due Diligence Search and 
Review Process. Will there be a project leader(s) or manager(s) from your end- if so, kindly specify, accordingly. 

2. Information Gathering- Before our kick-off meeting, we wou ld like to gather certain information and review 
documents so that we will have some level of working knowledge of the current environment with your 
custodian. Attached please fi nd, Callan Memo on Information Gathering. I have the scope of work and requirements of 
the different stakeholders that was released with the Consultant Solicitation and would incorporate that in the 
information data bank. We would prefer that we receive the Information Request at least 2 weeks before the planned 
Kick-Off Meeting and Callan Operations Assessment Visit. 

3. Dates for Kick-Off Meeting and Callan Operations Assessment. Right now we would like to see if any 2 to 3 day period 
would work for SC and the Stakeholders, impacted by this Due Diligence. The 2 to 3 days would involve sitting down 
with specific areas or groups and would cover numerous areas. Please see below Operations Assessment Agenda. How 
does the weeks of Sept. 25 {Tuesday, Wed and Thursday) or Oct. 2 {Tuesday, Wed and Thursday look on everybody's 
calendar- please note to carve out 2 to 3 days for this meeting? Honestly, Gwelda and I would prefer the week of Sept 
25 if schedules would allow. 

OPERATIONS ASSESSMENT AGENDA AND KICK-OFF MEETING: 

Day 1 

General Discussion (9:00 am to 10:30 am) 
Discuss all Plans impacted by the Trust/Custody Search with Key Individuals and Representatives ofthe Stakeholders 
Current Assessment of Information and Documents provided to Callan 
Expectations and Wish Lists, including Future Considerations 
Critical Issues- That Callan Should Know About (Accounting, Oversight, Regulatory Issues, Performance, Compliance, 
etc.) 

Custody and Accounting {10:30 am to 12:00 noon) 
Asset Classes and Investment Structure 
Financial Reporting {Monthly and Annual) 
Custody On-Line Platforms - How do you use it? Callan would like to see how you Log On and Verify Version of 
Workbench 
Regulatory Reporting 

Lunch {12:00 noon to 1:00pm) 
Team Discussion 

Ancillary Services (1:00 pm to 4:00 pm) 

Service Module 1: 
Performance Measurement 
Analytics, Risk Mgmt, and Compliance Tools 

Service Module 2: 
Back Office Support- Investment Operations and Cash Support 
Internally Managed Portfolios 
Alternative Support Requirements 

2 
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Service Module 3: 
Securities Lending 
Program Structure and Risk Management 
Current State of the Program 

Day2 

Ancillary Services {9:00am to 11:00 am) 

Service Module 4: 
Corporate Governance 
Class Litigation, Corporate Actions and Class Actions 
Compliance Issues and Transparency/Disclosure Requirements 

Service Module 5: 
Other Services 
Banking and Commercial (Vaulting, Monitoring, etc .) 
Benefit Payments 
Cash Sweeps (STIFs) 
Brokerage- Transition Management, Commission Recapture 

Client Service Requirements {11:00 am to 12 noon) 
Service Issues 
Problem Resolution 
How do you want it structured? 

Lunch {12:00 noon to 1:00pm) 
Team Discussion 

Education -(1:00pm to 4:00 pm) 
Industry Trends, Best Practice 
Things You Need To Know, Want To Know 
Discussion and Q&A 

Day3 

Debrief and Open Discussion {9:00 am to 11:00 am) 
Custody Search Process Recap of Process and Steps 
Callan Observations 
Q&A 

Meeting Adjourn by 12 Noon 

The above would be plenty for now, but wanted to get this project going. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

3 
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101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291 .4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: Sarah Corbett 
Sent: 
To: 

Tuesday, October 11, 20111:28 PM 
Adam Jordan 

Subject: 
Attachments: 

FW: Callan Operations Assessment Visit - Oct 12 to 14 
StateSouthCarolina - Callan Trust-Custody Educate Oct-2011.pdf 

This looks like it would be great education. Are you going to attend? 

From: Robert Feinstein 
Sent: Monday, October 10, 2011 1:44PM 
To: Rebecca Gunnlaugsson 
Cc: Sarah Corbett; Adam Jordan; Nancy Shealy 
Subject: FW: Callan Operations Assessment Visit- Oct 12 to 14 

Rebecca: Forwarding materials and agenda for the Callan meeting. 
Sarah, Adam and Nancy: The attachment will give you a good sense for the issues that are going to be discussed (and 
which will have to get dealt with in any final custody contract). 
R. 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, October 10, 2011 10:52 AM 
To: Shakun.Tahiliani@sto.sc.gov 
Cc: Biii.Leidinger@sto.sc.gov; Mike.mcdermott@sto.sc.gov; Hershel Harper; Robert Feinstein; Brenda Gadson; William 
Blume; Tammy Nichols; Faith Wright; Swilley-Burke, Gwelda 
Subject: Callan Operations Assessment Visit- Oct 12 to 14 

Shakun and Everyone, 

Good Morning! Attached please find the Education Material that Callan will cover during the on-site. I will be sending 
25 copies of the materials, accordingly. Below is the Agenda for our meeting, and please note that the Education 
Session is on Thursday after lunch. We will cover as much as we can about industry best practice and trends. Gwelda 
and I are excited to meet everyone and answer all your questions. 

OPERATIONS ASSESSMENT AGENDA AND KICK-OFF MEETING: 

Day 1 (Oct 12) 

General Discussion (9:00am to 10:30 am} 
Discuss all Plans impacted by the Trust/Custody Search with Key Individuals and Representatives of the Stakeholders 
Current Assessment of Information and Documents provided to Callan 
Expectations and Wish Lists, including Future Considerations 
Critical Issues- That Callan Should Know About (Accounting, Oversight, Regulatory Issues, Performance, Compliance, 
etc.) 

Custody and Accounting (10:30 am to 12:00 noon) 

Asset Classes and Investment Structure 
Financial Reporting (Monthly and Annual) 

1 
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Custody On-Line Platforms- How do you use it? Callan would like to see how you Log On and Verify Version of 
Workbench 
Regulatory Reporting 

Lunch (12:00 noon to 1:00 pm) 
Team Discussion 

Ancillary Services (1:00pm to 4:00 pm) 

Service Module 1: 
Performance Measurement 
Analytics, Risk Mgmt, and Compliance Tools 

Service Module 2: 
Back Office Support- Investment Operations and Cash Support 
Internally Managed Portfolios 
Alternative Support Requirements 

Service Module 3: 
Securities Lending 
Program Structure and Risk Management 
Current State of the Program 

Day 2 (Oct 13) 

Ancillary Services (9:00am to 11:00 am) 

Service Module 4: 
Corporate Governance 
Class Litigation, Corporate Actions and Class Actions 
Compliance Issues and Transparency/Disclosure Requirements 

Service Module 5: 
Other Services 
Banking and Commercial (Vaulting, Monitoring, etc.) 
Benefit Payments 
Cash Sweeps (STIFs) 
Brokerage- Transition Management, Commission Recapture 

Client Service Requirements (11:00 am to 12 noon) 
Service Issues 
Problem Resolution 
How do you want it structured? 

Lunch (12:00 noon to 1:00pm) 
Team Discussion 

Education - (1:00 pm to 4:00 pm) 
Industry Trends, Best Practice 
Things You Need To Know, Want To Know 
Discussion and Q&A 

2 
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Day 3 {Oct 14) 

Debrief and Open Discussion {9:00am to 11:00 am) 
Custody Search Process Recap of Process and Steps 

Callan Observations 

Q&A 

Meeting Adjourn by 12 Noon 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

101 California Street · 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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II 

State of South Carolina 

Trust, Custody and Industry Best Practice 
Discussion 

October 12-14, 2011 

Presented by 

Callan Associates Inc. 

Callan Associates • Knowledge for Investors 
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Ill Body of Work 

• Depth of Projects 

• Client Engagements 

• Process of Collaboration 

• Solutions Driven 

Trust, Custody 
and Securities 
Lending Group 

Clients 

G-... 2006 

2007 

2008 

2009 

2010 

Total 
Number of 

Clients 
Advised 

Total Assets Advised 
($ billions) 

. . '$431 . '...) . :. ~. : : . • .. ~ ~,-.. j 

$375 

$210 

$432 

$160 

Callan Associates • Knowledge for Investors 1 
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Ill Client Specific Needs 

Corporat ions Multinational "Super Trust" , unitization of DB 
and DC structures, Internet applications and 
analytics, easy to do business with (ETDBW) 
approach- specifically for mergers and 
acquisitions 

Public funds and Taft-Hartley Investment guideline compliance and risk 
plans monitoring, fee and expense reporting 

capabilities, book of record, benefit 
administration and payroll - disaster recovery 

Central banks and non-U.S. On-line technology, accounting and reporting, 
organizations performance measurement and analytics, 

investment guideline compliance and risk 
monitoring services 

College/universities, Alternative investments reporting and analysis, 
endowments and foundations total back-office support, performance 

measurement and analytics, risk management 
tools, derivatives processing, gift giving and 
brokerage 

Investment managers, Total back-office, daily processing and 
insurance companies, mutual valuation, on-line/automation, securities 
funds lending, set-up support for business trust or 

commingled products and straight-through 
processing 

Middle market plan sponsors On-line technology and access and accounting 
and reporting 

I 

I 

I 

Asset Allocation 

Investment Structure 

Oversight Requirements 

Risk Management Tools 

Service Initiatives 

Internal Resources 

Fee Considerations 

Partnering 

Outsource Solutions 

Future Initiatives 

Callan Associates • Knowledge for Investors 2 
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Ill Core and Ancillary Services 

• Core Services 

- Valuation and Pricing of Assets 

- Income Collection and 
Corporate Actions 

- Trade Processing - T +1 and 
Straight Through Processing 

- Back to Basics -"Book of 
Record"/Accounting 

- Reporting and Performance 

- Benefit Administration 

- On-Line and Internet - 24 hrs 

- Compliance Monitoring 

- Class Action, Corporate 
Governance and Proxy 

- Complex Investment Managers 
and Asset Classes, including 
support of In-house Investment 
Functions 

• Ancillary Services 

- Securities Lending 

- Support Third Party Securities 
Lending 

- Cash Management I STIFs 

- FX and Treasury 

Investment Management (Index 
Products) 

TBO (Total Back-Office 
Outsourcing- Mutual Fund Daily 
Valuation, Transfer Agency, 
Shareholder Reporting, etc.) 

- Plan Accounting, Unitization, and 
Fund/Sub-Fund Accounting 

- Brokerage Services - Transition 
Management 

- Risk Management Tools 

Callan Associates • Knowledge for Investors 3 
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Ill Best Practice 
Trends Influence on Custody 

Collective/Commingled Fds 
Unitization- DB/DC 

Multinational Pooling 

Securities Lending 
Prime Brokerage 

Education 
"You Can't Shoot, 

What You Can't See'' 

- ·~ Improved Reporting 
Timeliness 

Valuation/Stale _Pricing 
Back-Office Support 

I W~ltllilm II~Hifi@lHI4iiW I 
Callan Associates • Knowledge for Investors 5 
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~~~ Trust and Custody 

• Safekeeping (assets that you own) 

• Trade Processing {assets that you acquire and dispose of) 

• Asset Servicing {economic benefits of ownership) 

Custody is not only for separate accounts. Even collective trusts, 
commingled funds, mutual funds, hedge funds, private equity/debt 
accounts, and offshore funds have a designated custodian. The 
custodian is the Jrd party gatekeeper of assets ensuring that the assets 
are accounted for the interest of investors and beneficial owners. 

Callan Associates • Knowledge for Investors 6 
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Ill Custody Players 

• Global/National Players (Oligopoly) 
- BNY Mellon, JP Morgan Chase, Northern Trust and State Street 

• Regional Players (Multi-tiered, Fractured) 
- Comerica, Huntington Bank, National City, PNC, Fifth-Third Bank, 

Wells Fargo, Key Bank, Sun Trust, Union Bank of California, US 
Bank, and others 

• Brokerage/Mutual Fund World (Niche) 
- Merrill Lynch, Morgan Stanley, Citibank, etc. 

- Brown Brothers, etc. 

- Fidelity, Vanguard , T Rowe Price, etc. 

- Prime Brokers (evolving platform) 

Callan Associates • Knowledge for Investors 7 
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Ill Straight Through Processing 

• What is Straight Through Processing? 

• 

- The Fluid Process of a Trade Flow - from the investment decision ("to buy and/or sell") to 
the custody and valuation of the securities. 

- No Human Intervention; the Trade Information Repairs itself in Transit. 

- All who are a "Party In Interest" to the Transaction are Automatically Tagged 
instantaneously and "hopefully" within 1 to 5 minutes. 

Reduces settlement risk and increases efficiency of the global 
securities market 

- The dollar value of trades awaiting settlement on a T +3 basis exceeds $375 billion 

- T +1 settlement is expected reduce daily outstanding settlement by $250 billion 

• Yields capacity to support projected volume increases 

• Synchronizes the clearing and settlement process across asset 
classes, enabling more fungible, flexible trading and investing 
processes 

• Forces the marketplace to achieve end-to-end STP and derive a 
cost-saving benefit 
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Securities Movement and 
Control, Cash Movements, 
PricingNaluation, and 
Accounting/Reporting 

Allocations 

Depository 

Notice of 
Execution 

Allocation 
Notifications 

Net Proceeds 

Settlement 
Details 

----- ---- -, 
Entitlements -- Income Collection, 
Corporate Actions, Class Actions, 
Proxy Notification, etc. 
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Ill Global Custody 

• Custody Rule 

• SEC Rule 17f-5 and 17f-7 (revisions) - guide to identify 
markets; Identify Sub-custody Network 

• Much better compared to 10 years ago. However, problems 
can still arise - Mexico, Russia, Malaysia, Argentina, etc. 

• Group 30 Principles - Efficiency 

• Contractual Settlement (Improve Cross-Border Settlements) 
- AutoSettle and AutoCredit 

- Contractual vs. Actual 

- Tax Reclaims 

• Market Idiosyncrasies 
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Ill Corporate Actions 

• Corporate Governance 

• Proxy Notification and Voting 

• Class Action Lawsuits 
- NASDAQ, Cendant, etc. 

• Tools of the Trade 
- Easy Access 

- On-Line Documentation Manager 

- Tracking System 

- Compliance Access 

- Metrics 
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II Accounting 

• Daily Environment 
- Valuation, Pricing, and Cash Monitoring 

• Book of Record 
- Manager Reconciliation 

- Value Added (e.g. Unitization, Plan Accounting, etc.) 

- FAS 157 (Level1 , 2 and 3) 

- GASB 40,53 

• Performance Measurement 
- Rate of Return Calculations 

- Analytics (Universe Comparisons, Attribution, Portfolio Characteristics, etc.) 

• Alternative Investments 
- Line Item 

- Shadow Accounting/Look Through 

- Hedge Funds, 130/30, etc. 
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Ill Valuation and Processing 

• Equities and Bonds 

• Derivatives 

• Frontier Markets 

• Alternative Investments 
- Private Equity 

- Hedge Funds 

- 130/30 Strategies 

• Fair Valuation and FAS 157 lssues/GASB 53 

• GASB 28 (Securities Lending) 

• GASB 40 (Risks) 

Callan Associates • Knowledge for Investors 13 
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Ill Unitization Accounting 

Plan A Plan B 

Master Trust 
Custodian 

Plan C 

------ -1 

Custom 
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Ill Unitization 

• Expenses can be reduced by having only one portfolio with 
an investment manager instead of potentially having 
multiple portfolios for each type of participant plan. 

• Unitization can increase investment diversification because 
as an investment pool grows, the opportunities to diversify 
into other investment strategies increases. 

• Multiple investment pools created through unitization 
simplify asset allocation 

• Large pools of money create economies of scale & savings. 
- Custody Costs 

- Accounting Costs 

- Transaction Costs 

• Simplifies control, oversight and risk management without 
relinquishing control. 

Callan Associates • Knowledge for Investors 15 
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Bl Outsourcing Solutions 

• Back-Office Support and Outsourcing 
- Investment Operations 

- Accounting 

- Benefit Payments 

- Participant Servicing 

- Recordkeeping 

- Transfer Agency 

- Fund Valuation 

- Front, Middle and Back-office 

- Disaster Recovery 
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IJ Disaster Recovery 

• Disaster Recovery and Business Continuity 

• Post Sept. 11, 2001 -Total Revamp 

• Regulatory Issues 

• Insurance Clauses 

• SAS 70 
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IIJ Technology and Core Platform 

• Core System - Securities Movement & Control 

• Accounting & Reporting - Fully Integrated, Full Accrual, 
Trade Date Multicurrency, General Ledger Platform 

• Internet (Thin Client vs. Fat Client) 
- Access vs. "MyYahoo" vs. "Google Me" 

• Richness of Data and Level of Detail 

• Web 2.0 and Cloud Computing 
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II Evolution: From Performance Measurement to 
Risk Management 

• Overarching Platform 
- Custody 

- Accounting and Drill Down 

- Performance & Analytics 

- Corporate Governance (Metrics and Class Actions) 

- Risk Mgmt. Tools 

- Alternative Investments 

- Securities Lending 

- Transition Management 

• Partnering 

• Technology 

• Multi-Asset Class 

Callan Associates • Knowledge for Investors 19 
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Ill Risk Management 

• "Risk Management" Service Cushion Package and Offering 
- Example: Corporate Governance 

- Example: Market Neutral & Prime Brokerage 

- Example: Proxy Vote 

Callan Associates • Knowledge for Investors 20 
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• Duration bands or maturity limits 

• Restricted security types (i.e. , derivatives) 

• Percentage sector limits 

• Credit quality and diversification limits 

• Non-dollar allocation limits 

• Naked currency exposure and basket hedge 

• Realized gains/loss limits for taxable clients 

• Subsector diversification limits (i.e., percent limits per SIC code) 

• Cash flow variability standards for selected products (i.e., CMOs) 

• Regulatory compliance (i.e. , ERISA, state regulations, etc.) 

• Monitor leveraged transactions 

• Stress testing and potential effects in market prices and interest rates 

• Gap analysis and duration reviews 

• Collateralization (relative to naked exposures) 

• Monitor unhedged positions 

• Calculate value at risk 

• Underlying positions for covered calls 

• FASB133 
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Bl Performance and Risk Management 
Best Practice Profile 

• "Wholistic" Risk Management Approach 

• Ease of Use and Flexibility. 

• Data Mining and Empowerment- Drill Down 

• Service Package. 
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Ill Cash Management 

• Risks: Interest Rate Risk, Liquidity Risk, and Credit Risk 

• Short Term Investment Fund vs. Money Market Funds {OCC 
Reg 9 and SEC Rule 2a-7) 

• Fees 

• Liquidity Management 
- Funding 

- Cash Equitization and Bondization 

- Portfolio Liquidation 

- Rebalancing 
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II 
• 

• 

Money Market Fund 

Greater Liquidity, Higher Credit Quality, Shorter Portfolio Maturity 
Greater Portfolio Liquidity: 

Daily Requirement: at least 10% of assets must be in cash or cash-like securities maturing in one day; 

• Weekly Requirement: at least 30% of assets must be in cash, or cash-like securities that convert to cash within one week; 

• Illiquid Securities. Restricts portfolio to 5% (change from current 10% restriction); redefines "illiquid" as any security that cannot 
be sold within seven days at carrying value. 

Higher Portfolio Credit Quality: New restrictions on funds holding lower quality (Second Tier) 
securities: 

• Lowers portfolio percentage restriction from 5% to 3%; 

• Restricts investment to % of 1% of Second Tier assets issued by a single issuer 
(change from current limit of greater than 1% or $1 million); 

• Restricts investment in Second Tier securities that mature in more than 45 days 
(change from current limit of 397 days) . 

Shorter Portfolio Maturity: New restrictions to limit exposure to certain risks such as sudden interest 
rate movements: 

Restricts maximum "Weighted Average Life" (WAL) portfolio maturity to 120 days (no current limit; meant to limit ability to 
invest in long-term floating rate securities); measured without regard to interest rate adjustments. 

• Restricts the maximum "Weighted Average Maturity" (WAM) of the portfolio to 60 days (from current limit of 90 days) . 
Example: a floating rate note that resets monthly off of LIBOR and has a final maturity of one year 

Calculation for WAM: 30 days; Calculation for WAL: 397 days 

Know your Investor Procedures 
• Funds must hold sufficiently liquid securities to meet foreseeable redemptions; and to identify investors whose redemption 

requests may pose risk for funds, and forecast likelihood of large redemptions (this is new). 

Fund Complexes must have extensive KYC policies for all new clients which are considered investors. 
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Ill Money Market Fund 

• Periodic Stress Tests 
Fund managers must test the fund 's ability to maintain a stable net asset value per share in the event of shocks such as interest rate 
changes, higher redemptions, and changes in portfolio credit quality (this is new). 

• Nationally Recognized Statistical Ratings Organizations (NRSROs) 
Continued limitation on a fund's investment in rated securities to investments in the top two rating categories (or unrated securities of 
comparable quality). Rules would continue to require funds to perform an independent credit analysis of every security purchased. 

Improved fund evaluation of ratings provided by NRSROs: funds need to designate at least four NRSROs whose ratings the fund's 
board considers to be reliable; also eliminates the current requirement that funds invest only in those asset backed securities rated by 
an NRSRO. 

• Repurchase Agreements 
Strengthened requirements for allowing a fund to "look through" the repurchase issuer to the underlying collateral securities for 
diversification purposes. Collateral must be cash items or government securities (as opposed to current requirement of highly rated 
securities); and the fund must evaluate the creditworthiness of the repurchase counterparty. 

• Enhanced Disclosure of Portfolio Securities 
Monthly Fund Web Site Posting of Portfolio Holdings (this is new). 

Monthly SEC Reporting of Portfolio Holdings and "shadow NAV" available to the public on 
a 60 day lag (currently shadow NAVis reported twice a year with a 60 day lag). 

• Improved Money Market Fund Operations 
Processing Transactions: funds and administrators need to be able to process purchases and redemptions at price other than $1.00 
NAV. 

Suspension of Redemptions: fund's board would be permitted to suspend redemptions if fund is about to break $1.00 NAV and decide 
to liquidate the fund (this currently requires an SEC order) ; would allow for orderly liquidation. 

Purchases by Affiliates: expanded ability of affiliates of funds to purchase distressed assets from funds prior to ratings downgrade or 
default. 
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~~~ Foreign Currency (FX) 

• Investment Manager Discretion (Manager Feedback is key) 

• What is the use? -- Settlement Only or Overlay/ 
Opportunistic 

• Top Five accounts for 60°/o of marketplace (e.g., Citibank, 
Deutsche, JP Morgan Chase, State Street, UBS Warburg) 

• STP and the proliferation of on-line or Internet based 
platforms (e.g., FX Connect, MatchbookFX, Atriax, FXall) 

• Opportunity Costs and the Competitive Bidding 
Environment 
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Ill Motivations for Borrowing Securities 

• Settlement Borrowing 

• Strategy Borrowing 
- Hedging 

- Arbitrage 
• Short Selling 

• Market-Neutral/Statistical Arbitrage 

• 130/30 Strategies 

• Merger Arbitrage 

• Convertible Arbitrage 

• Event Driven Arbitrage 

• Macro Arbitrage/Global Asset Allocators 

• Dividend/Tax Arbitrage 

• Borrowing to Facilitate Structuring (Structured Products, etc.) 

• Prime Brokerage 
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Ill Securities Lending Risks 

• Borrower Risk 
- The risk that the borrower will not return the securities due to insolvency. 

• To mitigate this risk the lender requires that the borrower "over collateralize" the 
position. 

• Un less specifically indemnified by the lending agent, the borrower suffers from any 
losses due to default. 

• Collateral Reinvestment Risk 
- The risk that the investment of the cash collateral will not earn a sufficient 

return to cover the agreed upon rebate rate due to Interest Rate Risk, 
Liquidity Risk and Credit Risk. 

• The investor can stipulate the types of acceptable collateral and the instruments in 
which the collateral can be invested. 

• Operational Negligence 
- The risk that an agent fails to mark to market collateralization levels, posting 

of corporate actions and income, including all economic benefits of 
ownership except for proxy voting. 

• Trade Settlement Risk 
- The risk that an investor sells a security that is out on loan and that the loaned 

security is not returned by the borrower and that a trade fails or the seller is 
charged with an overdraft fee. 
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Ill Brokerage Services 

• Commission Recapture, Directed Brokerage, and Soft 
Dollar Arrangement 

• 
• 
• 

Better Reporting and Disclosure 

Transition Services (Portfolio Liquidation) 

Skill vs. Convenience 

Investment Manager Input is Key 

+ Directed brokerage refers to an arrangement 'vhere the clienr le.g., a pension plm1. private accoLmt, or 
mutual fund) directs the money manager to execute a portion of the Lrades for the client's account through a 
particular broker-dealer. [n return for the brokerage commissions from the transactions, the broker-dealer 
provides services directl;;.r to 1the c liem~ ]mys certain cxpe,nses of the client, or provides a cash rebate to the 
client through a ' 'commission recaptme progranL" 

+ The most frequent use of djrected brokerage involves ERISA pension plans and origimlted o ut or U1e 
Department of Labor (DOL) Technical bulletin of May 1086. In this bulletin, the DOL slated: 

• Commissions should be considered an asset of a plan, and as such, sponsors have a Jiduciary 
responsibi lity to monitor and control these commissions. 

• Commissi on recap tur~ is consistent with a plan sponsor's fiduciary responsibiJilles if the 
commissions are used exclt1sively for the benefi t of participants and beneficiaries of the plan and 
the investment managers continue to strive to achieve '"besl execution'' for ail plan transactions . 

...... ,,.,,,,,,, J ; I iih 4 ' .,,,,,., ,, , ,, , ,,, 
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Ill Purpose of Transition Management 

Transition management centralizes the coordination of 
activities and parties involved with the purpose of eliminating 
unnecessary transactions, reducing costs, and maintaining the 
maximum amount of market (asset class or manager style) 
exposure during the transition period. 

• Portfolio liquidation 

• Benchmark or manager changes 

• Asset allocation shifts 

• Portfolio rebalancing 

• Direct withdrawal to raise cash 

• Pertinent portfolio restructuring 

• Company stock or single stock portfolios 
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lfl Multiple Hats 

• Transition Manager is looked upon as a discretionary 
care taker of the portfolio{s) to be liquidated {the 
legacy portfolio) and as the conduit for the funding of 
the target portfolio{s). 

• Main Responsibilities: 
- Asset "Re-Allocation" Manager 

- Risk and Cost Manager 

- Project Manager 

• Objective: Minimize Tracking Error, Maintain 
Benchmark Exposures, Preserve Capital, and Control 
Cost. 
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Ill Transition Costs 

Explicit Costs Implicit Costs 

Market Impact 

Opportunity Costs 

Information Leakage 
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Ill The Interplay of Transition Costs 

Information 
Leakage 

Transition Cost 

Opportunity Cost 

I Custody/Exchange Fees I 

Transition Period 
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• Intelligent Client Servicing 

• Generalists vs. Specialists 

• Technology Component 

• Responsiveness 
- Investment Managers 

- Recordkeepers 

- Consultants 

- Client Staff 

weu. vcu~ c;:t.IeHT Feeo~ xsvew 
ros,nve:.Aogs ,up.seP vou e~eHT, 
S~.fXCei'TIONAU.Y GOOOJINO '111~ 

~JNIW&Sgs WllNT TO HAVE YO_IJQ Ctttl.OQeN! 

- Others (3rd Party Lending, Transition Management, Custodian Banks, etc.) 

• Manage Client Expectations 
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Ill Fee Structures 

• Costs and Fees 
Fee Sensitivity 

Relationship Pricing 

Bundled and Unbundled 

Value Proposition - Subjective and 
Emotional 

• Asset Based or Flat Fee 
$5 billion+ = relationship pricing 

• Transaction Based 
$5 to $20 

• Account Based 
$100 to $500 = per Commingled Funds 

$1 ,000 to $5,000 =per Separate Accounts 

$5,000 to $100,000 =per daily valuation 

• International Fees 
simplify and reclassify 
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IIJ Fees 

• Custody 

• Short Term Investment Fund 

• Securities Lending 

• FX 

• Performance Measurement 

• Benefit Payments (Float) 

• Asset Management (Passive & Active) 

• Brokerage (Commission Recapture & Transitions) 

• Schedule C 
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• 
• 
• 

• 

• 

• 

• 
• 

• 
• 
• 

• 

• 

• 

• 
• 

Float Revenue on Custody Balances (Cash Balances during the sweep process) 
Float Revenue on Foreign Cash Balances 
Revenue Sharing Arrangements with Funds offered by Custodian Banks and utilized 
by Client (primarily in DC plans) 
Revenue Sharing Arrangement with Record keepers especially if an affiliate (or preferred 
provider) of custodian bank and/or record keepers utilize or recommend investment funds as 
investment options or for cash sweeps 
Securities Lending Compensation specifically asset management fees charged for asset 
management of cash collateral reinvestment and/or recrodkeeping/administration charges. 
Float on revenue posting and other securities lending balances earned (i.e. mark to market, 
re-collateralization, etc.) 
Securities Lending revenue splits if not disclosed . 
Tri-party REPO fees (collateral sub-custody, Tri-party REPO compensation earned on 
reinvested cash collateral, etc.) 
Collateral Arrangement (Prime Brokerage revenue share) 
Gifts, Entertainment received by Custodian Banks from client 
Commission Recapture (if revenue share is in place between commission recap broker and 
custodian banks) 
Transition Management (if revenue share is in place between transition broker and custodian 
banks) 
Benefit Payment Floats, including spreads earned on uncashed checks and during the aging 
of receivables 
FX spreads earned from standing instructions for income repatriation and for settlement 
driven FX 
Brokerage- revenue share of brokerage commissions earned on company stock fund trades 
IF in place, finders' fees or introductory share fees paid by a custodian bank to secure 
business of a client 
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IIJ Clients are Demanding ---

• Fiduciary Mindset 

• Risk Oversight and Management 

• Solution vs. Applications Driven 

• Corporate Governance and Transparency 

• Alternative Investment Support 

• Compliance 

• Intelligent Client Servicing - Accountability 

• Ease of Use and Technology Factor 

• Easy to Do Business With 

• Empowerment - Education and Training 

• Fee Disclosure and Competitiveness 
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II Trust and Custody 
Due Diligence Process 

• Multi-tiered Profile of Client 

• Operations Assessment and 
Documents Review 

• Education 

• Universe of Providers 

• Investment Manager Survey and 
Feedback 

• RFI/RFP Phase 

Evaluation Phase 

• Matrix Analysis & Core 
Competency Evaluation 

• Peer Review (Callan Committee) 

• Discussion of Findings 

• Short List 

• On-Site Visits and Product Testing 

• Negotiate (Fees and Contractual 
Assistance) 

• Transition Planning & Conversion 
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Erl Tax-Exempt Funds 

All Third Party 
10% 

Custody Based 
90% 

• Dominated by custody banks 

• Increase in third party penetration 
due to: 

- Track Record 

- Marketing Push 

- Utilization Ratio 

- Finally Figured It Out? 
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IIJ Mutual Funds/Commingled Funds 

All Third Party 
40% 

Custody Based 
60% 

• Almost evenly split 

• Use of third party providers 
is very prevalent 

• Operational issues 

• Structures are inconsistent 
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Ill Securities Lending 

• Securities lending is the market practice where securities 
are temporarily borrowed by one party (the borrower) from 
another party (the lender). 

• Borrowers tend to be hedge funds or other investors who 
need to cover a short position. 

• Securities are borrowed for a certain period of time and the 
borrower gives collateral in exchange for the securities. 

• Collateral generally consists of: 
- Cash 
- Government securities, or 
- Letters of credit 

• Revenue sharing percentages range from 50/50 for smaller 
programs to 90/10 for larger programs. 
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&II Securities Lending Explained (continued) 

• The collateral is invested in higher yielding securities that 
earn a premium to the income rebated to the borrower. 

• Security loans are collateralized at higher levels to 
compensate for fluctuating market values of the securities 
loaned. 

- Collateralization levels: 
• 102% for U.S. securities 

• 105% for non-U.S. securities 

• The loan's value is marked to market on a daily basis and 
compared against the collateral. Additional collateral is 
posted if the loan to collateral value falls below pre
established values. 
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• Why Lend? Extra revenue or returns (often to cover 
administrative and custody costs). 

• What is it? Owner of a security agrees to lend the security to a 
borrower according to negotiated terms and the owner is 
secured with collateral. 

• Why Borrow? To make delivery of securities to avoid fails and 
money is not tied in the cash market. 

• Do you Own What You Lend? No, but you are entitled to the 
economic benefits of ownership, except for proxy voting. You 
receive collateral for the lent securities at 1 02°./o (Domestic) and 
1 05°/o (lnt'l). Collateral should at least be 100% all the time. 
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II Anatomy of a Loan 

Anatomy of an Agency Lending Program 

Lender 

Security Availability 

Loan Allocations 

Economic Benefits 
• of Ownership 

8. Revenue Share 

This chart illustrates an overview 
of the steps in an agency securities 
lending process, including the 
crucial function of cash collateral 
management. 

Lending 
Agent 

I 
Collateral • 

Collateral Pool 

1. Initiate Loan 

2. Negotiate Terms 

3. Receive Collateral* 

4. Move Security 

5. Daily Mark to Market 

6. Return Security 

7. Return Collateral 
~ 

Eligible Investments 
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Ill Rebate Rate - The Bogey 

Cash Collateral Management - Gross Spread 
------~~-~------1 

Cash 
Securities .... 

_J Cash 
" Collateral 

Cash Lending 
Investment Agent 

I tl t 
4.35% interest 

(asset) 
4.00% rebate 

(liability) 

4.35% - 4.00% = .35% or 35 bps gross spread* 

* Gross spread is split between client and lending agent on a percentage basis. 

This example shows how the gross spread is calculated as the difference between 
the interest rate generated through cash collateral management as agreed to by the 
lender and lending agent and the rebate rate negotiated between the borrower and 
lending agent. 
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Ill Regulatory Oversight 

• Dol PTE 81-6, PTE 82-63, Rule 15c3-3 and PTE 2006-16 
(Party-in-Interest, Collateralization, etc.) 

• FFIEC (Agent Type Program) 

• SEC Limits and Borrower Behavior 

• FASB (Reporting & Acctg. for Leverage) 

• GASB (Reporting & Acctg. for Leverage) 

• IRC Section 1058 vs. 74-27 (Tax Issues) 

Note: Dol PTE= Department of Labor Prohibited Transaction Exemption; FFIEC = Federal 
Financial Institute Examination Council; SEC = Securities & Exchange Commission; FASB = 
Financial Accounting Standards Board; GASB = Government Accounting Standards Board; and, 
I RC = Internal Revenue Code 
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Ill Who are the Lenders and Borrowers? 

• Lenders 

- Public Pension Funds 

ERISA Plans 

- Endowment/Foundations 

Central Banks 

- Mutual Fund Companies 

- Investment Managers 

Insurance Companies 

Taxable Accounts 

• Borrowers 

- Hedge Funds 

- Prime Brokerage, 
Broker/Dealers 

• Finance Inventory 

• Trading 

• Arbitrage 
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Ill Contribution to Modern Portfolio Theory 

• Enhances market liquidity and stability; 

• Reduces volatility; 

• Ensures the consistent behavior of spot (physical asset) 
and future prices, thereby facilitating more effective 
hedging by fund managers; and, 

• Acts as "checks and balances" for market inefficiencies 
and unfair practices. 

Q) 
;:, 

~ 

Risk 
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Ell Passive Index Management- Alpha Source 

Basis Point Impact Above the Benchmark 
Passive Indexing 

Median) 

S&P 500 
S&P MidCa 
Russell 1 000 
Russell 2000 
Russell 3000 
Wilshire 5000 
EAFE 
Passive Agg Bond 

1.1 1.4 
3.9 7.5 

2.2 2.2 2.6 3.5 5.6 
17.3 19.3 22.2 17.2 30.5 
3.7 3.4 3.7 6.7 8.1 
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Ill Why Do They Borrow? 

Borrowing to Cover a Settlement Failure 

Example 
If securities firm X sells a customer's stock to securities firm Y and on settlement 
date the customer has not delivered the stock, X cannot make delivery of the stock 
toY. X will not receive payment. One way to solve this issue is to borrow securities 
in order to make delivery. 

sells Fund A security to 
X (trade date) Y 

cannot make delivery of Fund A security to 
X (settlement date) 

11 
y 

makes delivery, to receive payment, by borrowing 
X (settlement date) 

11 
y 
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Ill Why Do They Borrow? 

Borrowing to Cover a Short Trading Position 

Example 
Short Selling: When a dealer believes a security is overpriced and wishes to profit 
from the anticipated price decline, he may sell the stock "short" (sell the stock that 
he does not own) and buy the securities in the market when the price has fallen. In a 
short sale, he has to borrow to make delivery to the counterparty in a short sale. 

short sale of security A ($1 0) 

X (day1) Y 

borrow to make delivery of security A 
(day 1) 

X y 
buy security A ($8) 

X (day 20) Y 
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Ill Why Do They Borrow? 

Borrowing as part of an Arbitrage Transaction 

Example 

Arbitrage: To manage the risk involved in a naked position, a 
simultaneous buy or sell of a similar security or derivative may be 
employed. This strategy involves a dealer taking advantage of perceived 
price discrepancies. 

a) Sell short (and borrow) 1 0-year U.S. Govt Bonds and simultaneously 
purchase five-year U.S. Govt Bonds. 

b) Sell short (and borrow) IBM shares and buy IBM call options. 

c) Sell short (and borrow) the 500 issues comprising the SandP 500 Index 
and buy the SandP 500 Futures. 

d) Tax dividend arbitrage in foreign markets. 
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Ill Short Selling 

• 
• 

Short Selling 

Regulation SHO 
Short sales to manipulate the price of a stock are generally prohibited. 

Threshold securities are equity securities that have an aggregate fail-to-deliver 
position for: 

- five consecutive settlement days at a registered clearing agency (e.g., National Securities Clearing 
Corporation (NSCC); 

- a security totaling 10,000 shares or more; and 

- a security equal to at least 0.5% of the issuer's total shares outstanding. 

Locate and Close-Out. 

Threshold List. 

• You can obtain Threshold Lists at the following websites: 
• Nasdaq: www.nasdaqtrader.com/aspx/regsho.aspx 

- (includes Nasdaq issues, OTCBB, and other OTC issues) 

• NYSE: www.nyse.com/Frameset.html?displayPage=/threshold/ 

• AMEX: www.amex.com/amextrader/tradingData/RegSHO/TrDa_RegSHO.jsp 
- (Amex listed securities only) 

• CSE: www/chx.com/publications/reg_shot.htm 

• ArcaEx: www.tradearca.com/traders/regsho_th.asp 
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Ill Proxy Voting 

• There is belief that securities lending is a means to control 
proxy votes. 

• Purpose Test 
- Generally, U.S. broker-dealers are prohibited by Regulation T

the Federal Reserve Board's margin regulation enforced by the 
SEC -from borrowing stock other than for the purpose of 
making delivery of the securities in the case of short sales, 
failures to receive securities required to be delivered, or other 
similar situations (this is commonly referred to as the 
"Purpose Test"). --Risk Management Association 
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Ill Cash Collateral Reinvestment 

Cash Collateral Reinvestment - Risk Speedometer 

SEC 2a-7* 
OCC Reg 9** Cash Collateral 

Overnight
Central Bank 

Approach 

Active Cash/ 
Short Duration 

Approach 

The chart illustrates that the average cash collateral reinvestment guidelines of 
securities lending falls between SEC Rule 2a-7/0CC Reg 9 STIF and active cash/ 
short duration guidelines. Thus, there is a possibility that the securities lending cash 
collateral pool can sustain losses and not maintain $1 net asset value. 

• SEC RULE 2A-7: SEC Rule 2a-7 governs the eligible securities that money mari<et funds may purchase, maintains 
an average dollar-weighted maturity of 90 days or less, and prohibits money market funds from purchasing securities 
that have an effective maturity longer than 13 months. The rule was designed to ensure that money market mutual 
funds preserve a $1.00 NAV and don't "break the buck." [SEC = Securities and Exchange Commission] 

•• OCC REG 9: OCC Reg 91ed to the creation of STlF (short-term Investment fund), which Is a collective investment 
vehicle maintained by banks, and is similar to SEC Rule 2a-7. [OCC = Office of the Comptroller of the Currency] 
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Ill Be Careful - Securities Lending Issues 

• Idle Cash, Cash Sweeps and Money Market Funds 

• Cross Holdings 

• Securities Lending Cash Collateral Reinvestments 

• Custody Change 

• Portfolio Liquidation 

• Manager Termination and Funding 

• Portfolio Rebalancing 

• Raising Cash- Disbursements 

• Opportunistic Vultures and Hedge Funds 

• Others (to be continued) 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Importance: 

Folks: 
This just in .... 
R 

Robert Feinstein 
Tuesday, October 25, 20111:03 PM 
Adam Jordan; Sarah Corbett; Rebecca Gunnlaugsson 
FW: Master Custody/Securities Lending RFP (Draft) 
SC State Treasurer - Custody-Seclending RFP DRAFT Oct-25-201l.docx; ATTACHMENT 
1- State of South Carolina- Holdings -Jun-30-201l.xlsx; ATTACHMENT 2- Seclending 
Calculation Worksheet.docx 

High 

ROBERT FEINSTEIN I CHIH LEGAL OFFICER 
IP 803.737.6809 IF 803.737.7070 I RFElNSTELN@IC.SC.GOV 
1201 MAIN STREET I SUITE 1510 I COlUMJilA. sc I 29201 
SOUTH CAROLINA RETIREMENT SYSU M 

INVESTMENT COMMISSION 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Tuesday, October 2.5, 2011 10:53 AM 
To: Tammy Nichols; Faith Wright; Robert Feinstein; Brenda Gadson; Mike.McDermott@sto.sc.gov 
Subject: FW: Master Custody/Securities Lending RFP (Draft) 
Importance: High 

FYI- This is the copy of the email that I sent to Bill Leidinger, Shakun, Herschel, and Bill Blume. I wanted to be sure that 
you have a chance to review and see what I developed. I incorporated the Procurement Guidelines (language and 
format) of the State, so that we achieve consistency. 

BO 

From: Abesamis, Bo 
Sent: Tuesday, October 25, 2011 7:36 AM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun; William Blume; Harper, Hershel; Swilley-Burke, Gwelda 
Subject: Master Custody/Securities Lending RFP (Draft) 
Importance: High 

Bill and All, 

Attached is the Draft Custody-Securities Lending RFP that I prepared using the RFP Template that was provided. 
highlighted in LIGHT BLUE my comments, revisions, and actual RFP Technical Specs, discussions, and questions. 

Please be sure to read Section Ill. Scope of Work and Specifications, Section IV. Technical Response -Information for 
Offerors to Submit, Section V. Qualifications, Section VIII. Cost Proposal, and Section IX. Attachments to 
Solicitation. These sections are the main technical detail and covers a lot of material. 
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I tried my best to cover all areas imaginable, including a very expansive Fee Section. Please remember that I also 
attached two documents that is referenced in the RFP (see Attachments) that would be needed to complete the Fee 
Section. 

Kindly review and distribute to your respective team members so that we can finalize and release as soon as 
practicable. We need to coordinate timing of everybody's review and comments to create a Final Draft. Thanks for your 
patience. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

1 01 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 

2 
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State of South Carolina 

DRAFT - Callan 

Solicitation Number: [INSERT # IF APPLICABLE! 
Date Issued: (INSERT DATE] 

Procurement Officer: (INSERT NAMEJ 
Phone: (INSERT #I 

E-Mail Address: (INSERT EMAIL 
ADDRESS! 

DESCRIPTION: I - ' ~~ ~- ' I~ ' I ' I 1- I ' I 

USING GOVERNMENTAL UNIT: STATE TREASURER'S OFFICE 

The Term "Offer" Means Your "Bid" or "Proposal". Unless submitted on-line, your offer must be submitted in a sealed 
package. Solicitation Number & Opening Date must appear on package exterior. See "Submitting Your Offer" provision. 

SUBMIT YOUR SEALED OFFER TO EITHER OF THE FOLLOWING ADDRESSES: 

MAILING ADDRESS: PHYSICAL ADDRESS: 
[!NSERT YOUR MAILING ADORES~ I INSERT YOUR PHYSICAL ADDRESSJ 

SUBMIT OFFER BY (Opening Date/Time): INSERT DATE!fiME] 

QUESTIONS MUST BE RECEIVED BY: [INSERT DATEffiME 

(See "Deadline For Submission Of Offer" provision) 

(See "Questions From Offcrors" provision) 

NUMBER OF COPIES TO BE SUBMITTED: One (1) original in hardcopy and three (3) copies (marked 'copy') 
[or as many copies as there are evaluatorsJ, Two (2) electronic copies, one(l)as specified Magnetic Media, and 
one(l) as specified Submitting Redacted Offers. 

CONFERENCE TYPE: Not Applicable 
DATE&TIME: 

(As appropriate, see "Conferences - Pre-Bid/Proposal" & "Site Visit" provisions) 

LOCATION: Not Applicable 

AWARD & Award will be posted on (INSERT DATii]. The award, this solicitation, any amendments, and any 
AMENDMENTS related notices will be posted at the following web address: [identify URL where solicitation is 

postedJ 

Unless submitted on-line, you must submit a signed copy of this form with Your Offer. By submitting a bid or proposal, 
You agree to be bound by the terms ofthe Solicitation . You agree to hold Your Offer open for a minimum of sixty (60) 
calendar days after the Opening Date. (See "Signing Yonr Offer" and "Electronic Signature" provis ions.) 

NAME OF OFFEROR Any award iss ued will b e issu ed to, and the contract w ill be formed w ith, 
the ent ity identified as the Offeror. The ent ity n amed as the offero r m us t be 

a s ingle and distinct legal entity. D o not use the name of a bran ch office or 

a division of a la rger entity if the branch or division is not a separate legal 

(full legal name of business submitting the offer) entity, i.e., a separate corporation, partnership , sole p roprietorsh ip, etc. 

AUTHORIZED SIGNATURE TAXPAYER IDENTIFICA TTON NO. 

(Person must be authorized to submit binding offer to contract on behalf of Offeror.) (See "Taxpayer Identification Number" provision) 

TITLE STATE VENDOR NO. 

(business title of person signing above) (Register to Obtain S.C. Vendor No. at www.procnrernent.sc.gov) 

PRINTED NAME DATE SIGNED STATE OF INCORPORATION 

(printed name of person signing above) (If you are a corporation, identify the state of incorporation.) 

OFFEROR'S TYPE OF ENTITY: (Check one) (Sec "Signing Your Offer" provision.) 

_ Sole Proprietorship _ Partnership Other ___________ _ 

_Corporate entity (not tax-exempt) _ Corporation (tax-exempt) _Government entity (federal, state, or local) 
COVER PAGE 
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PAGE TWO 
(Return Page Two with Your Offer) 

HOME OFFICE ADD RESS (Address for offeror's home office I NOTICE ADDRESS (Address to which all procurement and contract 
principal place of business) related notices should be sent.) (See "Notice" clause) 

Area Code - Number - Extension Facsimile 

E-mail Address 

PAYMENT ADD RESS (Address to which payments will be sent.) ORDER ADDRESS (Address to which purchase orders will be sent) 
(Sec "Payment" clause) (See "Purchase Orders and "Contract Documents" clauses) 

__ Payment Address same as H ome Office Address Order Address same as Home Office Address 
__ Payment Address same as Notice Address (check only one) __ Order Address same as Not ice Address (check only one) 

ACKNOWLED GMENTOFAMENDMENTS 
Offerors acknowledges receipt of amendments by indicating an1cndmcnt number and its date of issue. (See "Amendments to Solicitation" Provision) 

Amendment No. Amendment Issue Amendment No. Amendment Issue Amendment No. Amendment Issue Amendment No. Amendment Issue 
Date Date Date Date 

DISCOUNT FOR 10 Calendar Days(%) 20 Calendar Days (%) 30 Calendar Days(%) __ Calendar Days (%) 

PROMPT PAYMENT 
(See "Discount for Prompt 

Payment" clause) 

I PREFERENCES- A NOTICE TO VEND ORS: PREFERNCES DO NOT APPLY TO THIS SOLICITATION 

PAGE TWO End of PAGE TWO 
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MAXIMUM CONTRACT PERIOD- ESTIMATED .............................................................................................................. 4 
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F. Income Collection 32 
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I. SCOPE OF SOLICITATION 

ACQUIRE SERVICES 

The purpose of this solicitation is to acquire services complying with the enclosed description and/or specifications and 
conditions. 

MAXIMUM CONTRACT PERIOD- ESTIMATED 

Dates provided 
are estimates only. Any resulting contract will begin on the date specified in the notice of award. See clause entitled "Term 
of Contract- Effective Date/Initial Contract Period". 

Page 4 
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II. INSTRUCTIONS TO OFFERORS -A. GENERAL INSTRUCTIONS 

DEFINITIONS [INSERT IN THIS SECTION All RELEVANT DEFINITIONS] 

EXCEPT AS OTHERWISE PROVIDED HEREIN, THE FOLLOWING DEFINITIONS ARE APPLICABLE TO ALL 
PARTS OF THE SOLICITATION. 

AMENDMENT means a document issued to supplement the original solicitation document. 
BUYER means the Procurement Officer. 
CHANGE ORDER means any written alteration in specifications, delivery point, rate of delivery, period ofperfonnance, 
price, quantity, or other provisions of any contract accomplished by mutual agreement of the parties to the contract. 
CONTRACT See clause entitled Contract Documents & Order of Precedence. 
CONTRACT MODIFICATION means a written order signed by the Procurement Officer, directing the contractor to make 
changes which the changes clause of the contract authorizes the Procurement Officer to order without the consent of the 
contractor. 
CONTRACTOR means the Offeror receiving an award as a result of this solicitation. 
COVER PAGE means the top page of the original solicitation on which the solicitation is identified by number. Offerors 
are cautioned that Amendments may modify information provided on the Cover Page. 
OFFER means the bid or proposal submitted in response this solicitation. The terms Bid and Proposal are used 
interchangeably with the term Offer. 
OFFEROR means the single legal entity submitting the offer. The term Bidder is used interchangeably with the term 
Offeror. See bidding provisions entitled Signing Your Offer and Bid/Proposal As Offer To Contract. 
ORDERING ENTITY Using Governmental Unit that has submitted a Purchase Order. 
PAGE TWO means the second page ofthe original solicitation, which is labeled Page Two. 
PROCUREMENT OFFICER means the or his successor identified as such on the Cover 

Amendments. 

STATE means the Using Governmental Unit(s) identified on the Cover Page. 
SUBCONTRACTOR means any person having a contract to perform work or render service to Contractor as a part of the 
Contractor's agreement arising from this solicitation. 
USING GOVERNMENTAL UNIT means the unit(s) of government identified as such on the Cover Page. 
WORK means all labor, materials, equipment and services provided or to be provided by the Contractor to fulfill the 
Contractor's obligations under the Contract. 

AMENDMENTS TO SOLICITATION 

(a) The Solicitation may be amended at any time prior to opening. All actual and prospective Offerors should monitor the 
following web site for the issuance of Amendments: [identify URL where amendments will be posted hereJ (b) Offerors 
shall acknowledge receipt of any amendment to this solicitation (1) by signing and returning the amendment, (2) by 
identifying the amendment number and date in the space provided for this purpose on Page Two, (3) by letter, or (4) by 
submitting a bid that indicates in some way that the bidder received the amendment. (c) If this solicitation is amended, then 
all terms and conditions which are not modified remain unchanged. 

AWARD NOTIFICATION 

Notice regarding any award or cancellation of award will be posted at the location specified on the Cover Page. 
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BID/PROPOSAL AS OFFER TO CONTRACT 

By submitting Your Bid or Proposal, You are offering to enter into a contract with the Using Governmental Unit(s). 
Without further action by either party, a binding contract shall result upon final award. Any award issued will be issued to, 
and the contract will be formed with, the entity identified as the Offeror on the Cover Page. An Offer may be submitted by 
only one legal entity; "joint bids" are not allowed. 

BID ACCEPTANCE PERIOD 

In order to withdraw Your Offer after the minimum period specified on the Cover Page, You must notify the Procurement 
Officer in writing. 

BID IN ENGLISH and DOLLARS 

Offers submitted in response to this solicitation shall be in the English language and in US dollars, unless otherwise 
permitted by the Solicitation. 

STATE TREASURER AS PROCUREMENT AGENT 

(a) Authorized Agent. All authority regarding the conduct of this procurement is vested solely with the responsible 
Procurement Officer AS DESINGNATED BY THE STATE TREASURER. Unless specifically delegated in writing, the 
Procurement Officer is the only government official authorized to bind the government with regard to this procurement. (b) 
Purchasing Liability. The Procurement Officer is an employee of the STATE TREASURER'S OFFICE acting on behalf of 
the STATE TREASURER. Any contracts awarded as a result of this procurement are between the Contractor and the 
STATE TREASURER'S OFFICE. 

CERTIFICATE OF INDEPENDENT PRICE DETERMINATION 

GIVING FALSE, MISLEADING, OR INCOMPLETE INFORMATION ON THIS CERTIFICATION MAY 
RENDER YOU SUBJECT TO PROSECUTION UNDER SECTION 16-9-10 OF THE SOUTH CAROLINA CODE 
OF LAWS AND OTHER APPLICABLE LAWS. 

(a) By submitting an offer, the offeror certifies that-

(1) The prices in this offer have been arrived at independently, without, for the purpose of restricting competition, any 
consultation, communication, or agreement with any other offeror or competitor relating to-
(i) Those prices; 
(ii) The intention to submit an offer; or 
(iii) The methods or factors used to calculate the prices offered. 

(2) The prices in this offer have not been and will not be knowingly disclosed by the offeror, directly or indirectly, to any 
other offeror or competitor before bid opening (in the case of a sealed bid solicitation) or contract award (in the case of a 
negotiated solicitation) unless otherwise required by law; and 

(3) No attempt has been made or will be made by the offeror to induce any other concern to submit or not to submit an offer 
for the purpose of restricting competition. 

(b) Each signature on the offer is considered to be a certification by the signatory that the signatory-

(1) Is the person in the offeror's organization responsible for determining the prices being offered in this bid or proposal, 
and that the signatory has not participated and will not participate in any action contrary to paragraphs (a)(l) through (a)(3) 
of this certification; or 

(2)(i) Has been authorized, in writing, to act as agent for the offeror's principals in certifying that those principals have not 
participated, and will not participate in any action contrary to paragraphs (a)(l) through (a)(3) of this certification [As used 
in this subdivision (b)(2)(i), the term "principals" means the person(s) in the offeror's organization responsible for 
detem1ining the prices offered in this bid or proposal] ; 
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(ii) As an authorized agent, does certify that the principals referenced in subdivision (b)(2)(i) of this certification have not 
participated, and will not participate, in any action contrary to paragraphs (a)(l) through (a)(3) of this certification; and 

(iii) As an agent, has not personally participated, and will not participate, in any action contrary to paragraphs (a)(l) 
through (a)(3) of this certification. 

(c) If the offeror deletes or modifies paragraph (a)(2) of this certification, the offeror must furnish with its offer a signed 
statement setting forth in detail the circumstances of the disclosure. 

CERTIFICATION REGARDING DEBARMENT AND OTHER RESPONSIBILITY MATTERS 

(a) (1) By submitting an Offer, Offeror certifies, to the best of its knowledge and belief, that-

(i) Offeror and/or any of its Principals-

(A) Are not presently debarred, suspended, proposed for debarment, or declared ineligible for the award of contracts by any 
state or federal agency; 
(B) Have not, within a three-year period preceding this offer, been convicted of or had a civil judgment rendered against 
them for: commission of fraud or a criminal offense in connection with obtaining, attempting to obtain, or performing a 
public (Federal, state, or local) contract or subcontract; violation of Federal or state antitrust statutes relating to the 
submission of offers; or commission of embezzlement, theft, forgery, bribery, falsification or destruction of records, 
making false statements, tax evasion, or receiving stolen property; and 
(C) Are not presently indicted for, or otherwise criminally or civilly charged by a governmental entity with, commission of 
any of the offenses enumerated in paragraph (a)(l)(i)(B) of this provision. 

(ii) Offeror has not, within a three-year period preceding this offer, had one or more contracts terminated for default by any 
public (Federal, state, or local) entity. 

(2) "Principals," for the purposes of this certification, means officers; directors; owners; partners; and, persons having 
primary management or supervisory responsibilities within a business entity (e.g. , general manager; plant manager; head of 
a subsidiary, division, or business segment, and similar positions). 

(b) Offeror shall provide immediate written notice to the Procurement Officer if, at any time prior to contract award, 
Offeror learns that its certification was erroneous when submitted or has become erroneous by reason of changed 
circumstances. 

(c) If Offeror is unable to certify the representations stated in paragraphs (a)(l ), Offer must submit a written explanation 
regarding its inability to make the certification. The certification will be considered in connection with a review of the 
Offeror's responsibility. Failure of the Offeror to furnish additional information as requested by the Procurement Officer 
may render the Offeror nonresponsible. 

(d) Nothing contained in the foregoing shall be construed to require establishment of a system of records in order to render, 
in good faith, the certification required by paragraph (a) ofthis provision. The knowledge and information of an Offeror is 
not required to exceed that which is normally possessed by a prudent person in the ordinary course of business dealings. 

(e) The certification in paragraph (a) of this provision is a material representation offact upon which reliance was placed 
when making award. If it is later determined that the Offeror knowingly or in bad faith rendered an erroneous certification, 
in addition to other remedies available to the State, the Procurement Officer may terminate the contract resulting from this 
solicitation for default. 

CODE OF LAWS AVAILABLE 

The South Carolina Code of Laws is available at: http://www.scstatehouse.net/code/statmast.htm. The South Carolina 
Regulations are avai lable at: http://www.scstatehouse.net/coderegs/statmast.htm [Note: If the solicitation is being 
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COMPLETION OF FORMS/CORRECTION OF ERRORS 

All prices and notations should be printed in ink or typewritten. Errors should be crossed out, corrections entered and 
initialed by the person signing the bid. Do not modify the solicitation document itself (including bid 
schedule). (Applicable only to offers submitted on paper.) 

DEADLINE FOR SUBMISSION OF OFFER 

Any offer received after the Procurement Officer of the governmental body or his designee has declared that the time set for 
opening has arrived, shall be rejected unless the offer has been delivered to the designated purchasing office or the 
govenunental bodies mail room which services that purchasing office prior to the bid opening. 

DRUG FREE WORK PLACE CERTIFICATION 

By submitting an Offer, Contractor certifies that, if awarded a contract, Contractor will comply with all applicable 
provisions of The Drug-free Workplace Act, Title 44, Chapter 107 of the South Carolina Code of Laws, as amended. 

DUTY TO INQUIRE 

Offeror, by submitting an Offer, represents that it has read and understands the Solicitat ion and that its Offer is made in 
compliance with the Solicitation. Offerors are expected to examine the Solicitation thoroughly and should request an 
explanation of any ambiguities, discrepancies, errors, omissions, or conflicting statements in the Solicitation. Failure to do 
so will be at the Offeror's risk. Offeror assumes responsibility for any patent ambiguity in the Solicitation that Offeror does 
not bring to the State's attention. 

ETHICS CERTIFICATE 

By submitting an offer, the offeror certifies that the offeror has and will comply with, and has not, and will not, induce a 
person to violate Title 8, Chapter 13 of the South Carolina Code of Laws, as amended (ethics act). The following statutes 
require special attention: Section 8-13-700, regarding use of official position for financial gain; Section 8-13-705, 
regarding gifts to influence action of public official; Section 8-13-720, regarding offering money for advice or assistance of 
publ ic official; Sections 8-13-755 and 8-1 3-760, regarding restrictions on employment by former public official; Section 8-
13-775, prohibiting public official with economic interests from acting on contracts; Section 8-1 3-790, regarding recovery 
of kickbacks; Section 8-13-1150, regarding statements to be fi led by consultants; and Section 8-1 3-1342, regarding 
restrictions on contributions by contractor to candidate who participated in awarding of contract. The state may rescind any 
contract and recover all amounts expended as a result of any action taken in violation of this provision. If contractor 
participates, directly or indirectly, in the evaluation or award of public contracts, including without limitation, change 
orders or task orders regarding a public contract, contractor shall, if required by law to fi le such a statement, provide the 
statement required by Section 8-13-11 50 to the procurement officer at the same time the law requires the statement to be 
filed. 

OMIT TAXES FROM PRICE 

Do not include any sales or use taxes in Your price that the State may be required to pay. 

PUBLIC OPENING 

Offers will be publicly opened at the date/time and at the location identified on the Cover Page, or last Amendment, 
whichever is applicable. 

QUESTIONS FROM OFFEROR$ 

(a) Any prospective offeror desiring an explanation or interpretation of the solicitation, drawings, specifications, etc., must 
request it in writing. Questions must be received by the Procurement Officer no later than five (5) days prior to opening 
unless otherwise stated on the Cover Page. Label any communication regarding your questions with the name ofthe 
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procurement officer, and the solicitation's title and number. Oral explanations or instructions will not be binding. Any 
information given a prospective offeror concerning a solicitation will be furnished promptly to all other prospective offerors 
as an Amendment to the solicitation, ifthat information is necessary for submitting offers or if the lack of it would be 
prejudicial to other prospective offerors. (b) The State seeks to permit maximum practicable competition. Offerors are 
urged to advise the Procurement Officer-- as soon as possible-- regarding any aspect of this procurement, including any 
aspect of the Solicitation, that unnecessarily or inappropriately limits full and open competition. 

REJECTION/CANCELLATION 

The State may cancel this solicitation in whole or in part. The State may reject any or all proposals in whole or in part. 

RESPONSIVENESS/IMPROPER OFFERS 

(a) Bid as Specified. Offers for supplies or services other than those specified will not be considered unless authorized by 
the Solicitation. 

(b) Multiple Offers. Offerors may submit more than one Offer, provided that each Offer bas significant differences other 
than price. Each separate Offer must satisfy all Solicitation requirements. If this solicitation is an Invitation for Bids, each 
separate offer must be submitted as a separate document. If this solicitation is a Request for Proposals, multiple offers may 
be submitted as one document, provided that you clearly differentiate between each offer and you submit a separate cost 
proposal for each offer, if applicable. 

(c) Responsiveness. Any Offer which fails to conform to the material requirements of the Solicitation may be rejected as 
nonresponsive. Offers which impose conditions that modify material requirements of the Solicitation may be rejected. If a 
fixed price is required, an Offer will be rejected if the total possible cost to the State cannot be detennined. Offerors will 
not be given an opportunity to correct any material nonconformity. Any deficiency resulting from a minor informality may 
be cured or waived at the sole discretion of the Procurement Officer. 

(d) Price Reasonableness: Any offer may be rejected if the Procurement Officer determines in writing that it is 
unreasonable as to price. 

(e) Unbalanced Bidding. The State may reject an Offer as nonresponsive if the prices bid are materially unbalanced 
between line items or sub line items. A bid is materially unbalanced when it is based on prices significantly less than cost 
for some work and prices which are significantly overstated in relation to cost for other work, and ifthere is a reasonable 
doubt that the bid will result in the lowest overall cost to the State even though it may be the low evaluated bid, or if it is so 
unbalanced as to be tantamount to allowing an advance payment. 

RESTRICTIONS APPLICABLE TO OFFEROR$ 

Violation of these restrictions may result in disqualification of your offer, suspension or debarment, and may constitute a 
violation of the state Ethics Act. (a) After issuance of the solicitation, All communications must be solely with the 
Procurement Officer. This restriction may be lifted by express written permission from the Procurement Officer. This 
restriction expires once a contract has been formed. (b) Unless otherwise approved in writing by the Procurement Officer, 
you agree not to give anything to any Using Governmental Unit or its employees, agents or officials prior to award. 

SIGNING YOUR OFFER 

Every Offer must be signed by an individual with actual authority to bind the Offeror. (a) If the Offeror is an individual, 
the Offer must be signed by that individual. If the Offeror is an individual doing business as a fim1, the Offer must be 
submitted in the firm name, signed by the individual, and state that the individual is doing business as a fmn. (b) If the 
Offeror is a partnership, the Offer must be submitted in the partnership name, followed by the words by its Partner, and 
signed by a general partner. (c) If the Offeror is a corporation, the Offer must be submitted in the corporate name, followed 
by the signature and title ofthe person authorized to sign. (d) An Offer may be submitted by a joint venturer involving any 
combination of individuals, partnerships, or corporations. If the Offeror is a joint venture, the Offer must be submitted in 
the name of the Joint Ventw·e and signed by every participant in the joint venture in the manner prescribed in paragraphs (a) 
tlu·ough (c) above for each type of participant. (e) If an Offer is signed by an agent, other than as stated in subparagraphs 
(a) through (d) above, the Offer must state that is has been signed by an Agent. Upon request, Offeror must provide proof 
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of the agent's authorization to bind the principal. 

STATE OFFICE CLOSINGS 

If an emergency or unanticipated event interrupts normal government processes so that offers cannot be received at the 
government office designated for receipt of bids by the exact time specified in the solicitation, the time specified for receipt 
of offers will be deemed to be extended to the same time of day specified in the solicitation on the first work day on which 
normal government processes resume. In lieu of an automatic extension, an Amendment may be issued to reschedule bid 
opening. If state offices are closed at the time a pre-bid or pre-proposal conference is scheduled, an Amendment will be 
issued to reschedule the conference. Useful information may be available 
at: http://www.scemd.org/scgovweb/weather alert.html 

SUBMITTING CONFIDENTIAL INFORMATION 

(An overview is available at www.procurement.sc.gov) For every document Offeror submits in response to or with regard 
to this solicitation or request, Offeror must separately mark with the word "CONFIDENTIAL" every page, or portion 
thereof, that Offeror contends contains information that is exempt fi·om public disclosure because it is either (a) a trade 
secret as defined in Section 30-4-40(a)(l), or (b) privileged and confidential. For every document Offeror submits in 
response to or with regard to this solicitation or request, Offeror must separately mark with the words "TRADE SECRET" 
every page, or portion thereof, that Offeror contends contains a trade secret as that tennis defmed by Section 39-8-20 of the 
Trade Secrets Act. For every document Offeror submits in response to or with regard to this solicitation or request, Offeror 
must separately mark with the word "PROTECTED" every page, or portion thereof, that Offeror contends is protected. All 
markings must be conspicuous; use color, bold, underlining, or some other method in order to conspicuously distinguish the 
mark from the other text. Do not mark your entire response (bid, proposal, quote, etc.) as confidential, trade secret, or 
protected. If your response, or any part thereof, is improperly marked as confidential or trade secret or protected, the State 
may, in its sole discretion, determine it nonresponsive. If only portions of a page are subject to some protection, do not 
mark the entire page. By submitting a response to this solicitation or request, Offeror (1) agrees to the public disclosure of 
every page of every document regarding this solicitation or request that was submitted at any time prior to entering into a 
contract (including, but not limited to, documents contained in a response, documents submitted to clarity a response, and 
documents submitted during negotiations), unless the page is conspicuously marked "TRADE SECRET" or 
"CONFIDENTIAL" or "PROTECTED", (2) agrees that any information not marked, as required by these bidding 
instructions, as a "Trade Secret" is not a trade secret as defmed by the Trade Secrets Act, and (3) agrees that, 
notwithstanding any claims or markings otherwise, any prices, commissions, discounts, or other financial figures used to 
determine the award, as well as the final contract amount, are subject to public disclosure. In determining whether to release 
documents, the State will detrimentally rely on Offeror's marking of documents, as required by these bidding instructions, 
as being either "Confidential" or "Trade Secret" or "PROTECTED". By submitting a response, Offeror agrees to defend, 
indemnity and hold harmless the State of South Carolina, its officers and employees, from every claim, demand, loss, 
expense, cost, damage or injury, including attomey's fees, arising out of or resulting from the State withholding information 
that Offeror marked as "confidential" or "trade secret" or "PROTECTED". (All references to S.C. Code of Laws.) 
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SUBMITTING YOUR OFFER OR MODIFICATION 

(a) Offers and offer modifications shall be submitted in sealed envelopes or packages (unless submitted by electronic 
means) - (1) Addressed to the office specified in the Solicitation; and (2) Showing the time and date specified for opening, 
the solicitation number, and the name and address of the bidder. (b) If you are responding to more than one solicitation, 
each offer must be submitted in a different envelope or package. (c) Each Offeror must submit the number of copies 
indicated on the Cover Page. (d) Offerors using commercial carrier services shall ensure that the Offer is addressed and 
marked on the outermost envelope or wrapper as prescribed in paragraphs (a)(l) and (2) of this provision when delivered to 
the office specified in the Solicitation. (e) Facsimile or e-mail offers, modifications, or withdrawals, will not be considered 
unless authorized by the Solicitation. (f) Offers submitted by electronic commerce shall be considered only if the electronic 
commerce method was specifically stipulated or pem1itted by the solicitation. 

TAX CREDIT FOR SUBCONTRACTING WITH DISADVANTAGED SMALL BUSINESSES 

Pursuant to Section 12-6-3350, a taxpayer having a contract with this State who subcontracts with a socially and 
economically disadvantaged small business is eligible for an income tax credit equal to four percent of the payments to that 
subcontractor for work pursuant to the contract. The subcontractor must be certified as a socially and economically 
disadvantaged small business as defined in Section 11-35-50 l 0 and regulations pursuant to it. The credit is limited to a 
maximum of fifty thousand dollars annually. A taxpayer is eligible to claim the credit for ten consecutive taxable years 
beginning with the taxable year in which the first payment is made to the subcontractor that qualifies for the credit. After 
the above ten consecutive taxable years, the taxpayer is no longer eligible for the credit. A taxpayer claiming the credit 
shall maintain evidence of work performed for the contract by the subcontractor. The credit may be claimed on Form TC-
2, "Minority Business Credit." A copy of the subcontractor's certificate from the Governor's Office of Small and Minority 
Business (OSMBA) is to be attached to the contractor's income tax return. Questions regarding the tax credit and how to 
file are to be referred to: SC Department of Revenue, Research and Review, Phone: (803) 898-5786, Fax: (803) 898-
5888. Questions regarding subcontractor certification are to be refened to: Governor's Office of Small and Minority 
Business Assistance, Phone: (803) 734-0657, Fax: (803) 734-2498. 

TAXPAYER IDENTIFICATION NUMBER 

(a) If Offeror is owned or controlled by a common parent as defined in paragraph (b) of this provision, Offeror shall submit 
with its Offer the name and TIN of common parent. 
(b) Definitions: "Common parent," as used in this provision, means that corporate entity that owns or controls an afflliated 
group of corporations that files its Federal income tax returns on a consolidated basis, and of which the offeror is a 
member. "Taxpayer Identification Number (TIN)," as used in this provision, means the number required by the Internal 
Revenue Service (IRS) to be used by the offeror in reporting income tax and other returns. The TIN' may be either a Social 
Security Number or an Employer Identification Number. 
(c) If Offeror does not have a TIN', Offeror shall indicate if either a TIN' has been applied for or a TIN' is not required. If a 
TIN is not required, indicate whether (i) Offeror is a nonresident alien, foreign corporation, or foreign partnership that does 
not have income effectively connected with the conduct of a trade or business in the United States and does not have an 
office or place of business or a fiscal paying agent in the United States; (ii) Offeror is an agency or instrumentality of a state 
or local government; (iii) Offeror is an agency or instrumentality of a foreign government; or (iv) Offeror is an agency or 
instrumentality of the Federal Government. 

VENDOR REGISTRATION MANDATORY ELETE IF NOT NEED 

You must have a state vendor number to be eligible to submit an offer. To obtain a state vendor number, visit 
www.procurement.sc.gov and select New Vendor Registration. (To determine if your business is already registered, go to 
"Vendor Search"). Upon registration, you will be assigned a state vendor number. Vendors must keep their vendor 
information current. If you are already registered, you can update your information by selecting Change Vendor 
Registration. (Please note that vendor registration does not substitute for any obligation to register with the S.C. Secretary 
of State or S.C. Deeartment of Revenue. You can register with the agencies at http://www.scbos.com/default.htm) 

lAs a reminder, if the Treasurer's Office establishes a contract in which invoices are paid by the Comptroller 
General through the SCEIS system, the vendor/contractor will need to be registered, at a minimum, in time for an 
award.] 
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WITHDRAWAL OR CORRECTION OF OFFER 

Offers may be withdrawn by written notice received at any time before the exact time set for opening. If the Solicitation 
authorizes facsimile offers, offers may be withdrawn via facsimile received at any time before the exact time set for 
opening. A bid may be withdrawn in person by a bidder or its authorized representative if, before the exact time set for 
opening, the identity of the person requesting withdrawal is established and the person signs a receipt for the bid. 
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II. INSTRUCTIONS TO OFFERORS -- B. SPECIAL INSTRUCTIONS 

BIDDERS 

Bidders may not be State employees or State Officials. 

CONTENTS OF OFFER (RFP) 

(a) Offers should be complete and carefully worded and should convey all of the information requested. 
(b) Offers should be prepared simply and economically, providing a straightforward, concise description of offeror's 
capabilities to satisfy the requirements of the RFP. Emphasis should be on completeness and clarity of content. 
(c) Each copy of your offer should be bound in a single volume where practical. All documentation submitted with your 
offer should be bound in that single volume. 
(d) If your offer includes any comment over and above the specific information requested in the solicitation, you are to 
include this information as a separate appendix to your offer. Offers which include either modifications to any of the 
solicitation's contractual requirements or an offeror's standard te1ms and conditions may be deemed non-responsive and not 
considered for award. 

CLARIFICATION 

The Procurement Officer may elect to communicate with you after opening for the purpose of clarifying either your offer or 
the requirements of the solicitation. Such communications may be conducted only with offerors who have submitted an 
offer which obviously conforms in all material aspects to the solicitation. Clarification of an offer must be documented in 
writing and included with the offer. Clarifications may not be used to revise an offer or the solicitation. 

DISCUSSIONS and NEGOTIATIONS 

Submit your best terms from a cost or price and fi·om a technical standpoint. Your proposal may be evaluated and your 
offer accepted without any discussions, negotiations, or prior notice. Ordinarily, nonresponsive proposals will be rejected 
outright. Nevertheless, the State may elect to conduct discussions, including the possibility of limited proposal revisions, 
but only for those proposals reasonably susceptible of being selected for award. If improper revisions are submitted, the 
State may elect to consider only your unrevised initial proposal. The State may also elect to conduct negotiations, beginning 
with the highest ranked offeror, or seek best and final offers. If negotiations are conducted, the State may elect to disregard 
the negotiations and accept your original proposal. 

MAGNETIC MEDIA- REQUIRED FORMAT (Modified) 

As noted on the cover page, an original hard copy of your offer must be accompanied by the specified number of copies in 
the following electronic format: compact disk (CD) in one of the following formats: CD-R; DVD ROM; DVD-R; or 
DVD+R. Formats such as CD-RW, DVD-RAM, DVD-RW, DVD-+RW, or DVIX are not acceptable and will result in the 
Offeror's proposal being rejected. Every CD must be labeled with offeror's name, solicitation number, and specify whether 
contents address technical proposal or business proposal. If multiple CD sets are provided, each CD in the set must be 
appropriately identified as to its relationship to the set, e.g., 1 of 2. Each CD must be identical to the hard File 
format shall be MS Word 97 or later, or Portable Document Format as one document. 

SUBMITTING REDACTED OFFERS 

You are required to mark the original copy of your offer to identifY any information that is exempt ti"om public 
disclosure. You must do so in accordance with the clause entitled "Submitting Confidential Information." In addition, you 
must also submit one complete copy of your offer from which you have removed any information that you marked as 
exempt, i.e., a redacted copy. The information redacted should mirror in every detail the information marked as exempt 
rrom public disclosure. The redacted copy should (i) reflect the same pagination as the original, (ii) show the empty space 
rrom which information was redacted, and (iii) be submitted on magnetic media. (See clause entitled "Magnetic Media 
Required Format.") Except for the redacted information, the CD must be identical to the original hard copy and accessible 
for reproduction by MMO. Portable Document Format (.pdf) as one document is preferred. 
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U MAY WANT TO DELETE THIS SECTION IF NOT NEEDE 

The STATE TREASURER'S OFFICE picks up all mail from The US Postal Service once daily around 
weekends and hoi" See · ·on entitled Deadline for Submission of Offer. 

OPENING PROPOSALS -- PRICES NOT DIVULGED 

In competitive sealed proposals, prices will not be divulged at opening. 
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Overview 

The South Carolina Retirement Systems administers five (5) defined benefit pension plans that provide lifetime service 
retirement benefits, as well as disability benefits and death benefits to eligible members and/or their surviving beneficiaries. 
The Plans are specified below. 

• The South Carolina Retirement System (SCRS) was established July 1, 1945, to provide retirement and other benefits 
for teachers and employees of the state and its political subdivisions. SCRS covers employees of public school 
districts, higher education institutions, and other participating local subdivisions of government. 

• The Police Officers Retirement System (PORS) was established July 1, 1962, to provide retirement and other benefits 
to police officers and firefighters. PORS also covers peace officers, coroners, probate judges and magistrates. 

• The Retirement System for Members of the General Assembly of the State of South Carolina (GARS) was established 
January 1, 1966, to provide retirement and other benefits to members of the General Assembly. 

• The Retirement System for Judges and Solicitors of the State of South Carolina (JSRS) was established July 1, 1979, to 
provide retirement and other benefits to state judges and solicitors. JSRS also covers circuit public defenders. 

• The National Guard Retirement System (NGRS) was established July 1, 1975, to provide supplemental retirement 

benefits to members who served in the South Carolina National Guard. 

The State Treasurer is the custodian of public funds for the State of South Carolina and the defined benefit pension funds 
administered by the South Carolina Retirement Systems. State funds are managed and invested by the Office of State 

Treasurer ("State Treasurer") while pension funds are administered and accounted for by the South Carolina Retirement 

Systems ("Retirement System") and invested by the Retirement System Investment Commission ("Commission"). 

As custodian, the State Treasurer is coordinating with other stakeholders in the review, evaluation, and selection of global 

custodial banking services and securities lending services. These stakeholders are: 1) the Office of the State Treasurer, 

which invests public funds for the state of South Carolina and manages a Local Government Investment Pool; 2) the 

Retirement System Investment Commission, which is responsible for investing the assets of five defined benefit pension 

plans operating under the law; and 3) the South Carolina Retirement Systems, which administers the five pension plans, 
provides financial accounting and reporting for the pension trust funds and is the official book of record for these pension 

funds. The State Treasurer is seeking a global custodian and securities lending agent(s) who are best able to meet the 

general and specific duties and responsibilities of each stakeholder in managing, investing, and accounting of funds. 

We invite your organization to visit State of South Carolina at www.treasurer.sc.gov, www.retirement.sc.gov and 
www.rsic.sc.gov for all relevant information regarding the Office of the State Treasurer, Retirement Systems, and the 
Investment Commission, accordingly. 

Investment Structure and Asset Pools 

Office of the State Treasurer: The Office of the State Treasurer is responsible for the management of the State General 
Account and the Local Government Investment Pool (LGIP). As of June 30, 20 I I, the General Account and the LGIP bad 
a market value of$7.3 billion and $2.7 billion, respectively. The table below enumerates the account structure of the 
General Account and LGIP. 

Account Name 

GENERAL DEPOSIT-BLOCK TRADING 

GENERAL FUND 

ORDINARY SINKING FUND 
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INSURANCE RESERVE FUND Fixed Income Yes 

STATE INVESTMENT POOL Fixed Income Yes 

LONG TERM POOL Fixed Income Yes 

TREASURY FUND Fixed Income Yes 

EDUCATIONAL IMPROVEMENT ACT OF 1984 Fixed Income No 

TREASURER- LOCAL GOVT INV POOL Fixed Income Yes 

FED STUDENT LOAN RESERVE FUND Fixed Income No 

AGENCY OPERATING FUND Fixed Income No 

TUITION- PREPAID PROGRAM Fixed Income Yes 

TUITION -NIB Fixed Income No 

L TDI TRUST FUND Fixed Income Yes 

SCRHI TRUST FOND Fixed Income Yes 

TREASURER- GENERAL DEPOSIT Fixed Income 

Fixed Income 

TOBACCO COMMUNITY TAX EXEMPT Fixed Income 

South Carolina Retirement Systems: As of June 30, 2011, the Retirement Systems had a market value of $26 billion. The 
Systems are invested in multiple asset classes. The table below lists the investment structure to date. 

TIMES SQUARE CAPITAL 
Manager Directed Common Stocks Yes MANAGEMENT 

PYRAMIS (FIDELITY) Manager Directed Common Stocks Yes 

TURNER INVESTMENTS Manager Directed Common Stocks Yes 

TSW Manager Directed Common Stocks Yes 
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INTEGRITY Manager Directed Common Stocks Yes 

ARONSON Manager Directed Common Stocks Yes 

RUSSELL SM-MID CAP 
Manager Directed Equities - Transition Account No 

TRANSITIONS 

RUSSELL LARGE CAP TRANSITIONS Manager Directed Equities - Transition Account No 

DIMENSIONAL FUND ADVISORS Commingled No 

SCHRODERS Commingled Emerging Markets No 

CAPITAL INTERNATIONAL Commingled Emerging Markets No 

WILLIAM BLAIR Commingled Emerging Markets Equity No 

LSV ASSET MANAGEMENT Commingled Emerging Markets Equity No 

ABERDEEN Commingled Emerging Markets Equity No 

Futures; Currency FX; US T -Bills; 
RUSSELL - OVERLAY Manager Directed TBA's; Available Cash; Daily VM's paid No 

from this account 

One Account that will post all SWAP 
RUSSELL - SWAPS Manager Directed trades in all asset classes and with No 

different counter-parties 

RUSSELL - BARCLA YS Broker Pledged Collateral held by 
No 

COLLATERAL BNYM 
RUSSELL- MORGAN STANLEY Broker Pledged Collateral held by 

No 
COLLATERAL BNYM 
RUSSELL - CREDIT SUISSE Broker Pledged Collateral held by 

No 
COLLATERAL BNYM 
RUSSELL- JP MORGAN Broker Pledged Collateral held by 

No 
COLLATERAL BNYM 
RUSSELL- DEUTSCHE BANK Broker Pledged Collateral held by 

No 
COLLATERAL BNYM 

RUSSELL- UBS COLLATERAL 
Broker Pledged Collateral held by 

No 
BNYM 

RUSSELL - BNP P ARIBAS Broker Pledged Collateral held by 
No 

COLLATERAL BNYM 

RUSSELL - MERRILL LYNCH 
Broker Pledged Collateral held by 

No 
BNYM 

RUSSELL - SOCIETE' GENERALE 
Broker P ledged Collateral held by 

No 
BNYM 

AQUILINE CAPITAL MANAGEMENT Ltd Partnership Aquiline Financial Services Fund LP No 

PANTHEON USA Ltd Partnership Pantheon USA Fund VII, LP No 

PANTHEON EUROPE Ltd Partnership Pantheon Europe Fund V (GLOBAL) No 

APAXEUROPE VII Ltd Partnership APAX Europe VTI Fund (GLOBAL) No 

BRIDGEPOTNT EUROPE IV Ltd Partnership Bridgepoint Europe IV, LP No 
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CAROUSEL CAPITAL PART'S FUND 
III LP 

CRESTVIEW PE 

PAUL CAPITAL PARTNERS PE 

W ARBURG PINCUS PE 

TRUEBRIDGE CAPITAL PE 

CLAYTON, DUB ILlER & RICE PE 

LEXINGTON PARTNERS PE 

GOLDMAN SACHS MEZZ 

SQUARE 1 VENTURES PE 

NORTHSTAR CAPITAL PE 

NEUBERGER BERMAN 

WELSH CARSON 

VENTURE INVESTMENT 
MANAGERSLP 

INDUSTRY VENTURES 

TRUEBRIDGE CAPITAL II 

AQUILINE CAPITAL MANAGEMENT 
II 

AZALEA CAPlT AL 

LEXINGTON PARTNERS VII 

RANIERI - SC CONDUIT 

INDUSTRY VENTURES VI 

CAROUSEL CAPITAL PARTNERS IV 

TRUEBRIDGE 2 SIDECAR 

AQUILINE CO-INVEST 

AZALEA SIDECAR 

LEXINGTON II SIDECAR 

AQUILINE II CO-INVEST 

RANIERI - SC CO-INVESTMENT 
PARTNERSHIP 

TORCHLIGHT 

US REIF COLUMBIA 

LONESTAR 

CARLYLE 

OCH-ZIFF 

GREYSTAR 

LOOMIS SAYLES GLOBAL FIXED 
INCOME. 
MONDRIAN GLOBAL FIXED 
INCOME 

W AMCO GLOBAL FIXED INCOME 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Commingled Fund 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Commingled Fund 

Commingled Fund 

Commingled Fund 
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Carousel Capital Partners III, LP No 

Crestview Capital Partners LP No 

Paul Capital Partners IX LP No 

Warburg Pincus X LP No 

CVE Endowment Fund I LP No 

Clayton Dubilier & Rice VIII LP No 

Lexington Capital Partners LP No 

GS Mezzanine Partners V LP No 

Square 1 Ventures LP No 

Northstar Mezzanine Partners V LP No 

NB Secondary Oppty II No 

Welsh Carson & Stowe XI LP No 

Venture Investment Managers LP No 

Industry Ventures Fund V LP No 

CVE Endowment Fund I LP No 

Aquiline Financial Services Fund LP No 

The Azalea Fund UI, L.P. No 

Lexington Capital Partners LP No 

SC Financing Conduit LLC No 

SC Private Equity LP No 

SC Private Equity LP No 

CVE Endowment Fund I LP No 

Aquiline Financial Services Fund LP No 

The Azalea Fund III, L.P. No 

Lexington Capital Partners LP No 

Aquiline Financial Services Fund LP No 

Ranieri No 

ING Clarion Debt Opp01tunity Fund III No 

US REIF Columbia No 

LONESTAR No 

Carlyle No 

OCH-ZIFF No 

Greystar No 

Loomis Collective Investment Trust No 

Mondrian Global Fixed Income No 

Western Asset Global Multi-Strategy No 
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LOOMIS SAYLES HIGH YIELD Commingled Fund Loomis Sayles High Yield lnv Trust No 

PIMCOFIXED Manager Directed Fixed Income Securities Yes 

BLACKROCK FIXED Manager Directed Fixed Income Securities Yes 

POST - HIGH YIELD Manager Directed Fixed Income Securities Yes 

PENN -HIGH YIELD Manager Directed Fixed Income Securities Yes 

JAMISON EATON & WOOD Manager Directed Fixed Income Securities Yes 

STRATEGOS Manager Directed Fixed Income Securities Yes 

POST LIMITED TERM HIGH YIELD Manager Directed Fixed Income Securities Yes 

TCW FIXED INCOME TRANSITION Manager Directed Fixed Income-Transition Account Yes 

MARINER FIXED INCOME 
Manager Directed Fixed Income-Transition Account Yes 

TRANSITION 

PIMCO FIXED INCOME TRANSITION Manager Directed Fixed Income-Transition Account Yes 

BLACKROCK TRANSITION Manager Directed Fixed Income-Transition Account Yes 

BRIDGEWATER Commingled Fund Pure Alpha Fund II Series CXLI No 

MORGAN STANLEY Commingled Fund Thirteen (12) Funds as ofOS/31/2009 No 

GAM PURE ALPHA STRATEGY Commingled Fund GAM USA Inc No 

EN TRUST PURE ALPHA STRATEGY Commingled Fund Deutsche Bank (Cayman) Limited No 

GROSVENOR PURE ALPHA 
Commingled Fund Grosvenor Pure Alpha Strategy Fund No 

STRATEGY 
GOTTEX MKT NEUTRAL PLUS PORT 

Commingled Fund GOTTEX Market Neutral Plus No ALPHA 

WLROSS Commingled Fund Absolute Recovery Hedge Fund LP No 

LOOMIS SAYLES CREDIT US Commingled Fund LIS FUND No 

CHILTON Hedge Fund Chilton Investment Company No 

BRIDGEWATER- MAJOR MARKETS 
Hedge Fund Bridgewater No 

II 
MORGAN STANLEY TRANSITION Manager Directed LP Fund Transition Account No 

AVENUE CAPITAL Ltd Partnership A venue Capital LP Yes 

ANGELO GORDON Ltd Partnership Angelo Gordon LP No 

SANKATY Ltd Partnership Sankaty Credit Opportunities IV No 

SELENE Ltd Partnership Selene Residential Mortgage LP No 

DE SHAW OPPORTUNITY Ltd Partnership DE Shaw Strategic Partnership No 

WL ROSS - WHOLE LOANS (PPIP) Ltd Partnership WL Ross PIPP Fund No 

SELENE II Ltd Partnership Selene Residential Mortgage LP No 

AVENUE CAPITAL US FUNDS Ltd Pattnership A venue Special Situations Fund VI No 
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STRATEGIC PARTNERSIDP- Transition Account No 
TRANSITION 

MS - HIGH YIELD FIXED INCOME No 

MS - HEDGE FUNDS No 

MS -REAL ASSETS No 

MS- PRIVATE MARKETS No 

MS -OPPORTUNISTIC CREDIT No 

MS - CASH & OTHER No 

TCW - IDGH YIELD FIXED INCOME No 

TCW- HEDGE FUNDS No 

TCW -REAL ASSETS No 

TCW - PRIVATE MARKETS No 

TCW - OPPORTUNISTIC CREDIT No 

TCW - CASH & OTHER No 

MARINER- HIGH YIELD FIXED 
No 

INCOME 

MARINER- HEDGE FUNDS No 

MARINER - REAL ASSETS No 

MARINER- PRIVATE MARKETS No 

MARINER- OPPORTUNISTIC No 
CREDIT 
MARINER- CASH & OTHER No 

MARINER- SHORT DURATION No 

JPM- IllGH YIELD FIXED INCOME No 

JPM - HEDGE FUNDS No 

JPM - REAL ASSETS No 

JPM - PRIVATE MARKETS No 

JPM- OPPORTUNISTIC CREDIT No 

JPM - CASH & OTHER No 

APOLLO - IDGH YIELD FIXED 
No 

INCOME 

APOLLO - HEDGE FUNDS No 

APOLLO - REAL ASSETS No 

APOLLO- PRIVATE MARKETS No 

APOLLO- OPPORTUNISTIC CREDIT No 

APOLLO - CASH & OTHER No 

APOLLO- SHORT DURATION No 

APOLLO- CORE FIXED INCOME No 

GS - HIGH YIELD FIXED INCOME No 

GS-HEDGEFUNDS No 

GS - REAL ASSETS No 
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GS - PRIVATE MARKETS No 

GS - OPPORTUNISTIC CREDIT No 

GS- CASH & OTHER No 

GS - SHORT DURATION No 

GS - GTAA No 

DESHAW- HIGH YIELD FIXED No 
INCOME 

DE SHAW - HEDGE FUNDS No 

DESHAW- REAL ASSETS No 

DE SHAW - PRIVATE MARKETS No 

DE SHAW- OPPORTUNISTIC 
No 

CREDIT 

DE SHAW - CASH & OTHER No 

RESERVOIR- HIGH YIELD FIXED No 
INCOME 

RESERVOIR - HEDGE FUNDS No 

RESERVOIR- REAL ASSETS No 

RESER VOIR - PRIVATE MARKETS No 

RESERVOIR - OPPORTUNISTIC No 
CREDIT 

RESER VOIR - CASH & OTHER No 

GSO - HIGH YIELD FIXED INCOME No 

GSO - HEDGE FUNDS No 

GSO - REAL ASSETS No 

GSO - PRIVATE MARKETS No 

GSO- OPPORTUNISTIC CREDIT No 

GSO - CASH & OTHER No 

GSO-COREFIXEDINCOME No 

LH -HIGH YIELD FIXED INCOME No 

LH-HEDGEFUNDS No 

LH - REAL ASSETS No 

LH - PRIVATE MARKETS No 

LH - OPPORTUNISTIC CREDIT No 

LH - CASH & OTHER No 

ENT-HIGH YLD FXD INC No 

ENT-HEDGE FUND No 

ENT-REAL ASSETS No 

ENT-PRIVATE MARKETS No 

ENT-OPPORTUNISTIC CR No 

ENT -CASH & OTHER No 

GSN-HIGH YLD FXD INC No 
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GSN-HEDGE FUND No 

GSN-REAL ASSETS No 

GSN-PRIV ATE MARKETS No 

GSN-OPPORTUNISTIC CR No 

GSN-CASH & OTHER No 

BKS-HIGH YLD FXD INC No 

BKS-HEDGE FUND No 

BKS-REAL ASSETS No 

BKS-PRIVATE MARKETS No 

BKS-OPPORTUNISTIC CR No 

BKS-CASH & OTHER No 

RAN-HIGH YLD FXD INC No 

RAN-HEDGE FUND No 

RAN-REAL ASSETS No 

RAN-PRIVATE MARKETS No 

RAN-OPPORTUNISTIC CR No 

RAN-CASH & OTHER No 

AVE-HIGH YLD FXD INC No 

AVE-HEDGE FUND No 

AVE-REAL ASSETS No 

AVE-PRIVATE MARKETS No 

AVE-OPPORTUNISTIC CR No 

AVE-CASH & OTHER No 

GMO STRATEGIC OPPORTUNITY Commingled Fund GMO Strategic Opportunity Allocation No 

PUTNAM GLOBAL TACTICAL 
Commingled Fund Putnam Global No 

ASSET 
BRIDGEWATER GLOBAL TACTICAL 

Commingled Fund Bridgewater All Weather Portfolio No 
ASSET 

GMO MULTI-STRATEGY Commingled Fund GMO Multi-Strategy Fund No 

SCRS INTERNAL CASH Cash Various No 

SCRS FIXED INCOME POOL - MT A Fixed Income Various Yes 

SCRS SHORT DURATION -1 TO 3 Fixed Income Short Duration Bonds Yes 

SCRS INTERNAL FI - SEC LENDING Cash Various No 

SEC LENDING REVENUE Cash Various No 

SOUTH CAROLINA RETIREMENT 
PLAN UNITS of the MTA No 

SYSTEM 

RETIREMENT - 2% CASH ACCOUNT Cash Other Short-Term Investments No 
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RETIREMENT CASH -NIB Cash Tri-Party REPOS No 

POLICE OFFICERS RETIREMENT 
PLAN UNITS of the MT A No 

TRUST 

POLICE - 2% CASH ACCOUNT Cash Other Short-Term Investments No 

POLICE CASH - NIB Cash Tri-Party REPOS No 

JUDGES & SOLICITORS OF STATE 
PLAN UNITS ofthe MTA No 

OFSC 
JUDGES & SOLICITORS- 2% CASH 

Cash Other Short-Te1m Investments No 
ACCOUNT 

JUDGES CASH- NIB Cash Tri-Party REPOS No 

MEMBERS OF THE GENERAL PLAN UNITS of the MTA No 
ASSEMBLY 
GENERAL ASSE1v1BLY- 2% CASH 

Cash Other Short-Term Investments No 
ACCOUNT 

GEN ASSE1v1BLY CASH- NIB Cash Tri-Party REPOS No 

NATIONAL GUARD RETIREMENT 
PLAN UNITS ofthe MTA No 

SYSTEM 
NATIONAL GUARDS - 2% CASH Cash Other Short-Term Investments No 
ACCOUNT 

NAT GUARDS CASH- NIB Cash Tri-Party REPOS No 

MCM - DAILY GLOBAL ALPHA I Commingled Fund Fund Liquidated 05/1/2009 

BENSON (WELLS CAPITAL) Manager Directed Manager Terminated 7122/10 

BATTERYMARCH Terminated 

PZENA Terminated Manager Terminated 08/25/ 08 

WCM Manager Directed Manager Terminated 6122/10 

LEGGMASON Manager Directed Manager Terminated 6/22/10 

CLARIVEST Manager Directed Manager Terminated6/21/ 10 

BGI S&P ALPHA TILTS Terminated Fund Liquidated 08/1/2008 

RUSSELL 2000 INDEX Terminated Fund Liquidated 07/2212008 

STATE STREET S&P 500 FLAGSHIP Terminated Fund Liquidated 07/22/2008 

BGIEAFE Terminated Fund Liquidated 10/2012008 

TCW PRN ATE EQUITY Ltd Partnership Transferred to RSOF6751152 

TCW-CRESCENT MEZZ PE Ltd Partnership Transferred to RSOF6751142 

DESHAW Commingled Fund Transferred to RSOF6751622 

FRONTPOINT Commingled Fund Frontpoint Multi-Strategy Fund 

MARINER Commingled Fund Transferred to RSOF6751222 

MS STRATEGIC PARTNER Commingled Fund Transferred to Various SP Accounts 

JP MORGAN STRATEGIC PARTNERS Commingled Fund Account Not Used 
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GOLDMAN SACHS STRATEGIC 
Commingled Fund Account Not Used 

PARTNERS 

TCW STRATEGIC PARTNER Commingled Fund Transferred to RSOF67 51142 

MARINER STRATEGIC PARTNER Commingled Fund Account Not Used 

DE SHAW OPPORTUNISTIC Ltd Partnership 
Transfen-ed to RSOF67 51652-

REOPENED 
CREDIT AGRICOLE GLOBAL FIXED 

Commingled Fund Closed 916/ 1 I 
INCOME 

KAPLAN Terminated 

SC TRANSITION A/C Terminated 

SC TRANSITION Terminated 

WELLINGTON MANAGEMENT Terminated 

SANFORD C BERNSTEIN & CO Terminated 

FLIPPEN BRUCE & PORTER Terminated 

ALLIANCE Terminated 

APPLEGATE Terminated 

SANDS Terminated 

SC TRANSITION A/C 2 Terminated 

US EQUITY TRANSITION Terminated 

CVCEUROPEV Terminated Investment Mandate revoked 

General Service Requirements 

The Office of the State Treasurer, Retirement Systems, and the Investment Commission require master custody services 
such as: plan/fund accounting, safekeeping, trade processing, asset servicing, on-line internet access, monthly accounting 
reports, support of annual GASB reports, corporate actions and proxy processing, and monthly accounting reconciliation 
with investment managers. All stakeholders are also interested to learn more about your firm's capabilities in the areas of 
performance measurement and analytics, drill down or fund look through, investment guideline compliance monitoring, 
risk analytics, alternative investment support, securities lending, and end of day short term cash sweeps. The stakeholders 
would like to keep track of all investments via advanced, user-friendly internet platform. A more robust reporting engine 
would be ideal. The custody bank is required to provide support for regulatory and GASB 28, 40, 53, etc. reporting 
requirements. Please note that State of South Carolina utilizes SAP GIL for the maintenance of accounting and investment 
records. The Retirement System prefers to have a general ledger interface to expedite the transfer of records and the gain 
efficiencies. 

Perfonnance measurement should include rate of return calculations (time weighted and internal rate ofretwn), universe & 
style group comparisons, portfolio characteristics relative to a benchmark, portfolio attribution, and risk adjusted rate of 
return statistics- Treynor ratio, Information ratio, Jensen's Alpha, Downside Risk Analysis and other relevant measures. 
Please note that all level of analytics and return calculations should be available at the total fund, asset class, composite, 
manager/portfolio levels. 

Another objective is to improve risk management and the investment oversight of the plans and/or funds. Consolidated 
reporting at the aggregate and asset class level for both custodied and non-custodied accounts is essential to effectuate a 
more robust risk management and investment oversight platfonn. Drill down or shadow accounting would be critical to 
both commingled funds/partnerships and mutual funds. Weekly "not in bank" asset collateral pricing is required and 
consolidated reporting of all cash balances both custodied and non-custodied accounts. The Investment Commission would 
like to fully understand your alternative investment administration support services for private equity, hedge funds, fund of 
funds, overlay, commodities, real estate, derivatives, and other investible asset classes. Your ability to provide solutions 
around capital call management and document management services would be given important consideration. In addition, 
the Investment Commission and the Retirement System use QED for limited investment portfolio management tracking of 
the internally managed cash/fixed-income accounts. Infonnation feeds are necessary to be uploaded to QED. 

The stakeholders would like to review your organization's securities lending program. The stakeholders want to understand 
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how your organization mitigates risks from securities lending and the underlying risk/reward trade-off in participating in 
your program. 

The stakeholders realize that there are costs associated with a conversion or transition to a new service provider. The 
stakeholders do not want to incur such costs if a decision is made to move to a new custodian solution. Most importantly, 
the stakeholders expect a competitive fee structure for all participating plans or asset pools. 

The stakeholders' requirements hinge on seven crucial elements: Commitment and Experience, Stability of Core Custody 
and Accounting Systems, Proactive Investment Manager Reconciliation Process, Smart and User Friendly On-line 
Interface, Robust Performance and Analytical Tools, Alternative Investment Support, and Intelligent Client Servicing. We 
believe that a best in class, best practice and partnership approach is beneficial to the State of South Carolina. 

The State of South Carolina has engaged Callan Associates to assist and provide guidance in the Custody Search and Due 
Diligence process. Your organization's participation, effort and conunitment of resources are greatly appreciated. When 
responding to this request, we encourage you to describe the ways in which you believe your organization's service 
capability is unique or would add particular value. Please be succinct in your answers and, if certain services cannot be 
provided, please so state where appropriate. 
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INFORMATION FOR OFFEROR$ TO SUBMIT-- GENERAL 

Offeror shall submit a signed Cover Page and Page Two. Offeror should submit all other information and documents 
requested in this part and in pa1ts II.B. Special Instructions; III. Scope of Work; V. Qualifications; VIII. Bidding 
Schedule/Price Proposal; and any appropriate attachments addressed in section IX. Attachments to Solicitations. 

In addition to information requested elsewhere in this solicitation, offerors should submit the following information for 
purposes of evaluation. 

Please indicate which proposal you are participating in (check all that apply): 

D Custody with Securities Lending 

D Custody with No Securities Lending 

D Stand Alone Securities Lending 

NOTE: 

(A) Firms electing to submit a bundled (custody with secuntres lending) response should complete Custody and 
Safekeeping Services, Securities Lending Services and the Cost Proposal both Custody and Securities Lending Costs/Fees .. 

(B) Firms electing to submit a custody only bid should complete the Custody and Safekeeping Services and the Cost 
Proposal for Custody and Related Fees Only. 

(C) Firms electing to submit a securities lending only bid should complete Securities Lending Services and the Cost 
Proposal for Securities Lending Costs and Fees Only. 

CUSTODY AND SAFEKEEPING SERVICES 

A. Experience 
1) State your firm's lines of business. Where does custody of retirement plans fit within the organization as a service or 

product offering? 
2) List the office location (primary and secondary) from which the work is to be delivered. 
3) Please provide the number of tax-exempt clients and the aggregate market value as of June 30, 2011. 
4) What is the approximate revenue contribution of your Institutional Trust and Custody Business to overall company 

revenue in percentage terms? 
5) Are there any current organizational issues (i.e., mergers, acquisitions, personnel changes, business concerns, etc.) at 

your institution that we should know about? Have there been any organizational issues over the last three years? 
6) Describe in detail any potential conflicts of interest your firm may have in the management of the Funds/Plans account, 

or in the alternative, state that no potential conflicts exist. 
7) Describe the objectives of your firm with respect to future growth, commenting on new products or services, additional 

resources, and size limitations. Explain your firm's goals and desires for expansion, particularly how such goals pertain 
to accepting new client business and the quality of service to all clients. Is there a limit to the number of new clients 
your firm will accept? At what point will your firm need to add additional staff? 

8) Provide the number of your organization's clients as categorized in the following matrix. Report aggregate values of 
their total assets under custody in US$ millions for periods specified. 

2006 

2007 
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2008 

2009 

2010 

2011 (YTD) 

9) Provide the number of your organization's clients as categorized in the following matrix. Report aggregate values of 
their total assets under custody in US$ millions for periods specified. 

Public Fund Custody hents nly C. 0 I 

•;!Jjli IIi jl''lj ' ~~~~~~~~r 1 ',jl!\i• !'· 1: IJ[J:I ,!I.;. i 11 !!iJ; · •1 , I i' 'i ,, ' .I 'I I '"•'•II:' 'I 'lj11J:i 
'l't·l''i ·i ·,.,, 'lti!J"ijj ' I: ';i Tota1 1Nnm~er· of Clients , ,, ' ;i 'ass'et Value''! ! .,,, " I' 

·' ''''li''IJ•';JII'I!·'''·Ijt! ill:, PiJ!ljjji··, ,'·· III,IJ!:IiJI Jj,' IIIII!'- ,,!!'·' ' ,;, 'I I I ' 'ilj 1'1': ij. I' 'I d'l/'·'' '1t· , I r· . J ,. ,, ·~ '! ,!' , 
'I 'I·' I' I I· . 'i tl 

:: !,11:1 • IJI'W:S$rmillions): 1 :::· ·l:jL, l! jl .. '''· !!J.ij• ,·t•.: Ill .!i':ll· ·li!l.1•t'l•il1h 1: ... ,;t.i! 1!!' IJ!;;;::;; . .. l!;br, , ... 1! .. ;1. il!w··· :::11. ,·'·•lili • '' It I' I ~I· . : . i i I I 1 ' I 1 t! I 

2006 

2007 

2008 

2009 

2010 

2011 (YTD) 

10) Provide the number of tax-exempt trust and custody accounts, including global custody clients, gained and/or lost 
for the periods listed in the following matrix. Report corresponding market values in US$ millions as of initiation date 
for clients gained and termination date for clients lost. 

Total Trust and Custody c · o hents nly 

ili)1 1fi11/li' ' ii, ·' · 1, 
11'

11 '€iienfs, ~~ined··' Clidi'ts!'G~i~ed ''(US$: , 
1

<1 cuents:u1>st·''li,,, ,,,., Clithits Eost '(US$\
1 I ~ l! ! :I :; !' : 1! I . ' I ! I I I ! tit • • • ; I I I tl1tl ''I ! ; ! J !' Jj 

,,j!li!1i !.I :;rrl:lilliil~!u,~,.JJrt: /llin' ~~~~~mbWr)l,JIIi ·!1111, 
/' 1'/•i'/' ilill'jo'i>j' 'I ;it)'', I 'lj! d~f b ~~~ ) I I qlf;j ,, 1 'II ,jl . . •;I ~) ' i· 1ij 'I !ll:illtl 1•i 'millions ) J:' .;; :' · • .,, .. urn er ·" 1 1:1 ' . 1 ~DljhOJ;lS ., .. ,, '' •i:tl 

2006 

2007 

2008 

2009 

2010 

2011 (YTD) 

11) List and describe all pending or threatened litigation, regarding Custody Services, against your organization. List and 
describe all agency supervision associated with the pending or threatened litigation. What has been your experience 
with regard to litigation or agency supervision over the past five years? 

12) Provide your organization's client distribution as specified in the following table. Report aggregate market values of 
total assets under custody in US$ millions as of June 30, 2011. 

Tax-Exempt Client Asset Size Distribution 

Taft Hartlev-Union 
Below $500 million 
$500+ million to $1 billion 

Page 27 



000120
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$1 + billion to $5 billion 
$5+ billion and Up 
Corporate 
Below $500 million 
$500+ million to $1 billion 
$1 + billion to $5 billion 
$5+ billion and Up 
Public Fund 
Below $500 million 
$500+ million to $1 billion 
$1 + billion to $5 billion 
$5+ billion and Up 
Endowments & Foundations, etc. 
Below $500 million 
$500+ million to $1 billion 
$1 + billion to $5 billion 
$5+ billion and Up 
TOTAL 

B. Client Servicing 
1) What is your approach to client servicing and what would be the most distinct element of your client servicing 

approach that the FUNDSFunds would benefit from and consider exceptional relative to the custody industry? 
2) How do you propose to staff for the Funds both fi:om a client servicing perspective and actual daily service deliverables 

point of view? Would you be able to provide biweekly conference calls if so desired? 
3) How will you oversee quality control and client satisfaction for the Funds? 
4) What is the turnover rate for the past three years of the client servicing staff to be assigned to the Funds? 
5) Please provide the names and bios including experience of the client servicing team members as follows and as 

specified in the table below: 
• Management Sponsor 
• Client Servicing Team 
• Custody and Accounting 
• Trade Processing and Securities Settlement, including Cash and Expense Reconciliation 

6) How is contact handled generally? Single point of contact? 
7) Does the team handle other public fund clients, with a similar configuration as that of Funds? Please list other clients 

handled by the team. 
8) Discuss the working relationship and coordination between client servicing team and various operational staff. 
9) Do you have a dedicated unit for Public Funds? Please describe your structure. 
10) Does the client servicing staff (i.e., relationship manager and accmmtants) maintain a "procedures manual" for each 

client? What is the typical content of such a manual? 
11) How are requests for special reports treated? 
12) Please discuss opportunities, which your financial institution offers to clients for training and continuing education, and 

whether those educational opportunities would be available to the Funds. 
13) Are you able to provide different levels of training and education including on-site at a minimum of 8 hours per year in 

Champaign and/or Chicago? 
14) Please provide tangible examples of"working partnership w/ clients" to develop best in class service and best practice 
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initiatives for clients. 
15) Indicate how customer satisfaction is monitored, and whether clients are provided with the ability to participate in the 

annual evaluations of their support group as well as overall service perfonnances. If available, the custodian must 
provide the results of its most recent customer evaluation (name of customer may be deleted). 

16) Describe fully your support structure and services offered to client managed investment portfolios and operations. 
17) What is your procedure for handling complaints about the accuracy of your reports and analysis? 

C. Risk and Insurance 
I) Please address any substantive issues raised by independent auditors in your SSAE 16 and/or SAS 70 and issues 

published in your Form 10-Q. Provide a copy of the most recent annual report, Form 10-Q and SSAE 16 or SAS 70. 
Please label appropriately. 

2) Provide the following data and explain its implication. 

Capital Base 
June 30 2011 

' 
iill:llilli !Jcapitai!iij.eq'oireilien•s,!iil!li:':l. , '':, :i·,··L 'Ac1U.ai 

lt.t• 'I · 111 'I' · · · e~ '''·'"" · ,,, '"11
1 r • """'Iiiii' ·':W J Ji :it· ! '1!1111• 1: 1!rrll ,'i .,Current Re · mreme..,fs 1: !i, t!lfl ' : 

Tier 1 Capital Ratio 
Total Capital Ratio 
Leverage Ratio 
Tangible Common Equity 

3) Provide your organization's current short term and long term credit rating. 
4) Please provide summary detail on the Stress Test that you recently conducted under the guidance of federal regulators. 

In addition, please provide guidance on how you intend to meet Basel Ill in tenns of capital adequacy and liquidity. 
5) What is the nature and size of any "off balance sheet items" in your annual report and what are the three critical areas 

that pose the most at risk exposure to the bank? 
6) Describe the various types of insurance coverage and indemnification provided to protect clients of service(s) 

proposed. Each description should include: 
• Risk Coverage 
• Carriers 
• Levels 
• Limits 
• Deductibles 
• Expiration 

7) Please describe any pending or threatened litigation against your organization. Is there any agency supervision? What 
has been your experience with regard to litigation or agency supervision over the past five years? 

8) Does your organization subcontract any of the services required by the Funds? Kindly state contract vendor name and 
for which service a subcontractor would be used (e.g., subcustody network, pricing, accounting & reporting, internet 
delivery, securities lending, performance measurement, proxy, etc.). 

9) Describe your business continuity and disaster recovery plans, including pandemic planning. When was the most 
recent test done? Indicate the date, scope, and results of the last testing of such emergency plan(s) and promptly report 
to the Funds the results of any test conducted subsequent to your response to this RFP. 

10) What will be the recovery time(s) and service level for critical custodial services in the case of a major disaster? 

D. Systems, R&D and Technology 
1) Please provide the Technology, R&D and Systems budgets (in actual US$ terms) specific to trust and custody services 

over both the past three and next three years. 
2) Are custody systems shared by other areas of the bank? Are there any time or resource constraints applicable to any 

shared systemic usage? 
3) Provide a brief description of the information delivery system or workstation for client interface. Describe the levels of 

service, if any. 
4) Is the above information delivery system subcontracted or in-house? If subcontracted, please specify the vendor name 

and release number, including the description of the relationship and how access to the source code is defined. 
5) What data is available in your organization' s on-line delivery system (i.e., assets, transactions, corporate actions, 

pending trades, receivables, accruals, compliance checking, cash positions & management and forecasting, 
performance, analytics, etc.)? 

6) What infmmation, cunent and historical, is provided and available on-line in raw data elements? Indicate when and 
how this information is available and accessible. 

7) What technical support and client service resources will be dedicated to the Funds account for the pmposes of 
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installing, upgrading, supporting, troubleshooting, and maintaining your on-line client information delivery products? 
8) Is the main on-line delivery in Windows 2000, NT, XP, VISTA, Windows 7, Linux, MAC OS (Snow Leopard/Lion), 

and/or Internet delivery? Since when? 
9) Identi fy all hardware and/or software required of users to access your reporting systems. 
I 0) What is the operational functionality of both full web enabled thin client and/or cloud computing client applications? 
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1il'''l ·,, ''11!1 ,,·,,,1'' 1·. • 1 • J(Specify ,,1 .. Enabled - · ,., , i!l Computing BetaTestor . II·' 1 ··,·,u. · ,., '., ··· . , r1· ., • •. ,.. 1 . .. , , ,, 
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Investment Accountin~?: 
Assets at Cost, 
Amortized Cost, Fair 
Value and Transaction 
Reports (Trade date, full 
accrual) 
Financial Reporting 
Compliance with GASB 
25, 28, 40, 53, & 62 when 
implemented 
Security Level 
Information 
Cash Positions 
Cash Flow Module 
Net Asset Value 
Daily Pricing 
Income Tracking Report 
Corporate Actions 
Proxy Notification and 
Reminders, including 
Reporting 
C lass Actions 
Trading Cost Analysis 
Daily Performance 
Basic Performance 
Measurement 
Advanced Analytics 
Universe Comparison, 
Attribution and 
C haracteristics 
Investment Compliance 
and M onitoring Service 
Document Manager 
Securities Lending 
Market Information 
Custom Reporting 
Scheduler 
Instruction Process ing 
(i.e., wires, capital calls, 
etc.) 
Others: (Specify) 

11) Is information access done "real time on-line" or nightly batch download for the on-line systems? 
12) Can we access your Internet deliverable (thin client) and test-drive the application? If yes, please provide the site name 
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and appropriate password. 
13) How current is your available on-line information and how frequently is it updated (i.e., real time- 5 to 20 minute 

delay, intraday (twice daily), end of day, or nightly batch load for next day rooming access)? How many hours per day 
and days per year is it available? 

14) Can clients retrieve on-line inf01mation in a customized reporting format? If so, describe your custom reporting 
flexibility and limitations. Does the format support Dynamic Data Export (DDE) such that it is compatible with Excel 
or other popular PC-based software? 

15) What is your vision over the next five years in terms of your technology and processing capabilities that will ensure 
your competitiveness and existence? 

16) Describe in full, your T + 1 and Straight Through Processing (STP) initiatives, including enhancements to your cuJTent 
processing environment. 

17) Are you operating in a "continuous processing" envirorunent, wherein you can accommodate after hours trading and 
are you able to "price and value at will" at any given time of day? 

18) Please describe your "Cloud Computing" initiatives and how you envision the next evolution of your applications to 
meet the challenge over the next five years. 

19) Is your custody and accounting platf01m able to interface with various investment accounting systems? 

E. Trade Processing, Settlement and Custody 
1) Are you able to meet the following functions? 

• Accept daily instructions from investment managers and the Funds. 
• Advise investment managers of daily changes in cash equivalent balances. 
• Immediately advise investment managers of additions or withdrawals from account. 
• Notify investment managers of tenders, rights, fractional shares or other dispositions of holdings. 
• Resolve any problems that investment managers may have relating to custodial account, including security 

pricing differences. 
• Safekeeping of securities. 
• Interest and dividend collection. 
• Process all investment manager transactions. 
• Collect proceeds from maturing securities. 
• Disburse all income or principal cash balances as directed. 
• Daily fe.ed of beginning of day holdings and cash balances. 
• Provide monthly statements by investment manager account and consolidated statement of all assets on a plan 

and total trust levels. 
2) What is distinct about your custodial capabilities that we should know about for both domestic and international 

(equities and fixed income) securities? 
3) What is distinct about yom safekeeping capability in the areas of derivatives, structured instruments and non-traditional 

asset classes? 
4) Please describe your ability to safekeep physicals, including vaulting capabilities. 
5) Briefly describe the method and frequency of reconciling the custodian' s positions with its depositories and sub

custodians and managers. 
6) What securities have been misplaced or lost during the last three years? If any have been misplaced, describe the 

circumstance(s) and what was done to correct the problem. 
7) Briefly describe the procedures used to ensure that physical securities are properly registered, transferred and in 

general, held, delivered and/or received in good deliverable form. Include any second party banks in the clearing of 
such securities. 

8) State the value of assets held (as of June 30, 20 11) at Depository Trust Company and Federal Reserve and the length of 
the direct participant relationship with the custodians. 

9) State the value of assets for basic international depositories, such Euroclear, EuroNext and Clearstream, as of June 30, 
2011. 

10) What was the trade volume (number and market value size) that you processed for the year ending June 30, 20ll, and 
failed trades for US securities, and of that trade volume what was the level of failed trades in both numbers and 
percentages? 
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11) What was the trade volume (number and market value size) that you processed for the year ending June 30, 2011, and 
failed trades for non-US securities? 

11'11 II T d ·!· 
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EAFE 
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12) Briefly describe your policy and procedures on failed trades for both domestic and foreign securities and the steps that 
will be taken to minimize trade failures. 

13) Is your system capable of producing a report which shows all failed trades across all of a client's investment manager 
accounts at any given point in time? 

14) Describe your "DK" procedures. How much time elapses until client notification? Describe the Custodian's policy 
regarding restitution of lost interest for the Funds on a failed trade. 

15) Does your organization employ actual or contractual settlement date? It is the requirement ofthe Funds to have a 
contractual settlement. Is this requirement acceptable? 

16) Specify the countries or jurisdictions for which you employ contractual settlement of trades. 
17) Do you subcontract global custody to another provider? Please describe. To how many countries do you provide a 

subcustody network? 
18) List all depositories, agents, and sub-custodian banks used in each country, including the U.S., on behalf of clients in 

the fonnat described in the following chart. Identify those which are affiliated with your company. For each country, 
indicate whether you use a central depository or physical delivery. Also, please indicate whether assets are held in the 
beneficial owner's name or are commingled. 

ex. Japan 
Tokyo 

19) Do you employ SEC 17f-5 and 17f-7 in the review and contracting arrangements with your sub-custody network? 
Please explain your role as Custody Manager and tracking of sub-custodians and the inherent risks associated with such 
arrangements. Please specify any limitations you make regarding your contracts with your sub-custodians. 

20) Are you electronically linked with your sub-custody network and depositories? Please describe the core platfonn. 

F. Income Collection 
1) Describe the custodian's standard policies on cash crediting and debiting, including cut-off deadlines for all securities, 

both domestic and international. 
2) Describe your procedures for ensuring that interest and dividends (domestic and international) are paid. 
3) Will payments be credited in same day funds or clearinghouse funds for domestic and international securities? 
4) When and in what instances do you rescind contractual income collections? What is/are your policy(s) for both 

domestic and international markets? 
5) Do you track late collections of income? Can you produce a tracking report detailing outstanding claims? Do you 

notify clients of failures to collect or late collections of income? 
6) Please describe your tax reclaim procedures for ADRs and intemational securities. Are you able to guarantee 100% 

relief? 
7) What is tax relief at source? Specify countries with whom you have such an arrangement. 
8) What percentage of tax reclaims for the last three years ending December 31, 2010, was your organization able to 

reclaim? 
9) The Funds are qualified as a govemment agency exempt from U.S. federal income taxes under section 115 of the 

Intemal Revenue Code (the "Code"), as a pension plan qualified under section 40l(a) of the Code. In order to 
maximize tax benefits under U.S. tax treaties with various foreign jurisdictions or, where tax treaties offer no special 
relief for the Funds, under the domestic laws of some jurisdictions, Funds may be classified as a government agency in 
some jurisdictions, a pension scheme in other jurisdictions, and a tax exempt charity in still other jurisdictions. Can 
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you assist the Funds to determine which classifications would be best to use in each foreign jurisdiction where the 
Funds have an investment in order to maximize tax benefits for the Funds, through either relief at source or tax 
reclaims? If so, describe how you would accommodate and handle such multiple classifications for the Funds. 

10) There is growing concern regarding the requirement for an Independent Tax Agent in certain countries in which the 
Plans are invested. Please describe how you support the Registration Process, designation of an Independent Tax 
Agent and preparation of the Global Power of Attorney for the Plans. How do you ensure that this is not a burden to 
the Plans? 

11) Related to the previous question, identify the countries with whom you have formulated a solution for Independent Tax 
Agent requirements, including distinct policies. Who is the normal contracted Independent Tax Agent assisting clients 
like South Carolina? 

12) Discuss how your firm calculates interest and dividend receivables (U.S. and non-U.S.) and then reconciles its 
independent calculations against actual receipts, at both an aggregate "all clients" level and at an individual portfolio 
level. Describe relevant timing, controls and reconciliation repmting made available to clients. Differentiate between 
your internal functions and those of your subcustodian banks. 

G. Corporate Actions, Proxy Voting Support and Class Action Claims Filing 
l ) Describe the structure of your dedicated unit for corporate actions, proxy voting support, and class action claims filing. 
2) Specific to proxy actions, can you support proxy voting by the investment managers, third party vendor, or client? 

Please answer the following: 
a. Briefly describe the custodian's corporate action procedures for domestic and foreign securities, including 

providing proxy notification, monitoring, etc. Include a list of the various sources the custodian uses for 
corporate action announcements. 

b. How would Plans access all proxy notification or voting matters? 
c. Do you have the capabilities to transfer holding information on a daily, weekly or monthly basis to a third 

party? 
d. Do you have the capability to monitor upcoming international votes? 
e. How do you address the share blocking issues with global securities? 
f. How do you address potential premiums paid for voting securities in certain markets? 
g. How do you account for all possible shares being voted? 
h. Are you able to recall shares on Joan prior to record date to participate in the proxy process? 

3) lfthe custodian, or its sub-custodian or its depository makes a mistake on a corporate action for which it received 
infonnation and proper instructions that results in a loss to a client, describe the custodian's procedures for reimbursing 
the Funds. 

4) What is distinct about your proxy notification and proxy voting support service, whether in-house or subcontracted to a 
thi.rd-pruty? 

5) For foreign securities, describe the custodian's procedures for notification and processing of"blocked" shares during 
proxy voting periods. Do you offer segregated accounts to facilitate proxy voting in any markets? 

6) How does the custodian handle class action suits both domestic and international? How quickly is security class action 
information updated in your system? 

7) Is class action monitoring and filing of claims performed in-house or subcontracted? What is the extent of limitation of 
your service? Be very specific. 

8) Listed below are the Plans intended monitoring requirements specific to class actions. Please provide a complete 
description of your capabilities to support these requirements. Include procedures manuals in a separate document if 
necessary. If you are not able to support all of these requirements, describe how you can support a third party vendor. 

a. A copy of the complaint and detail as to the venue, attorneys, claims administrators assigned, etc. 
b. A loss simulation engine providing various damage estimates, including those valued in accordance with 

National Association of Public Pension Attorneys (NAPPA) criteria. 
c. Public Access to Court Electronic Records (PACER) access. 
d. Automatic loading oftbe P lans trade data and calculating loss estimates, providing alerts when designated 

thresholds have been exceeded. 
e. Handling the filing of claim notices and other documents in connection with such proceedings. 
f. Periodically reconciling the data on securities class actions filed with the Plans exposure to identify where a 

proof of claim must be filed and then verify that it has been timely flied. 
g. Tracking rejection of claims, determining whether additional action is required and then taking that action. 
h. Reconcilement of funds received with claims made and allocating them to applicable investment funds and 

portfolios. 
i. A client accessible system for monitoring class action litigation and bankruptcy proceedings affecting the 

portfolio of securities of the Plans. It must be available through a secure internet application. 
j . A client accessible system to handle and track history of securities held during the periods that are subject to 

proceedings. 
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k. A client accessible system able to advise South Carolina of significant dates and deadlines, as well as the 
status of any actions taken, with respect to such proceedings including but not limited to opt-out elections in 
class actions litigation, deadlines for fil ing claims and deadlines for fil ing bankruptcy notices or claims. 

9) Do you have the capability to load 10 years of transaction and holdings history to suppmt class action suits? 
1 0) Are you willing to file all claims with class periods that predate the conversion using data supplied by a third party 

service provider? 

H. Accounting and Reporting 
1) What are your investment manager reconciliation policies and procedures prior to issuing audited statements to clients? 

[s this proactive, reactive, or is the onus with the investment manager to reconcile to your infmm ation? 
2) Do you have built-in interfaces with the investment managers (separate and commingled) of the Funds? Please specifY 

for each manager. 

Funds Phone/ On-line/ VPN STP- Monthly 
Fax Internet SWIFT/IS Formal 

Investment Managers 0 Recon? Yes 
or No 

Domestic Equities: 

International Equities: 

Domestic Fixed Income: 

International Fixed Income: 

Cash/Short T erm: 

3) Describe your organization's trust and plan accetmting capability (include system name and year developed). 
4) Is your system maintained in-house, or subcontracted with a third-party? If subcontracted, please specifY the vendor 

name and release number, including the description of the relationship and how access to the source code is defrned. 
5) Does your organization have a general ledger accounting system in a full accrual trade date multi-currency basis? 
6) Please describe cost basis types maintained in your accounting platfmm. 
7) Please provide a complete description of the general ledger system and the accounting fields (asset and transaction 

buckets, debit and credit tables, etc.) available. 
8) The Funds consider the custodian as the "book of record" of the sub-ledgers for assets and transactions. Do you accept 

tllis responsibility? Please describe. 
9) What are the future or planned enhancements to your current accounting and reporting system? If planned changes or 

enhancements are envisioned, what are the advantages to clients? 
1 0) Enumerate all data vendors utilized by your institution for plicing, ftxed-income (i.e., swaps) and mortgage factors, 

corporate actions, derivatives, etc. SpecifY primary, secondary and tertiary sources, especially the pricing of alternative 
investments. 
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11) What types of reports are available to clients? List both standard and non-standard reports. Please provide samples. 
12) Are you able to generate accounting and reporting information for GASB 25, 28, 40 and 53 purposes? Please describe 

and provide sample reports. 
13) Does your organization provide training in the interpretation and generation of accounting reports during the initial 

stages of conversion and on going? 
14) How many business days following the end of a repmting period are fully audited reports delivered in hard copy? Via 

electronic delivery (i.e., on- line, PC download, CD, multimedia, etc.)? 
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Report Type 
1 
#of Days #of Days Aud~ted #of Days ' #of Days I 

Sample Only .. Audited (On-line) Unaudited Unaudited (On-
II 

(Hardcopy) (Hardcopy) line) ' I 

Asset Statement 
Transactions 
Corp. Actions 
Pending Trades 
Income 
Securities Lending 
Performance 
Risk Analytics 

15) Can the Funds be assured that audited statements will be available on the lOth business day (as required by the Funds) 
after month end? Please explain. 

16) Describe the basis for monthly audited reports. Are the asset holdings and transactions based on settlement date 
accounting, settlement date accounting with pending trade adjustments, or trade date accounting? 

17) Do you have the capability to generate trade cost analysis reports? Is this a standard service? 

" 

18) What is distinct about your derivatives processing and valuation capabilities that the Funds should be aware of beyond 
line item tracking? Provide detail of capabilities and support. 

19) Is the processing of exchange traded and OTC derivative instruments such as futures, swaps, and options done within 
the main accounting system? Is there a separate module or system dedicated to handling such securities? 

20) How does your organization handle GASB 53 requirements specific to commingled funds, real estate, private equity, 
absolute retmn, and OTC derivatives? 

21) Are the general classifications for GASB 53 within GAAP guidelines as determined by an independent third party 
vendor (i.e., E&Y, Deloitte, PWC, etc.)? 

22) How do you handle security/cash transfers between accounts, specifically between custodied accounts and non
custodied accounts such as commingled funds? How does the client know that the cash balances and positions are in 
sync? 

23) Describe special procedures for the processing, valuing and reporting of Securities Held Elsewhere, such as real estate, 
commodities, alternative investments, private equity, and absolute return strategies (hedge funds). 

24) Related to the previous question, are you able to track these types of investment vehicles utilizing a "Shadow 
Accounting" approach? 

25) Is your firm capable of providing shadow accounting of detailed positions held within third-party commingled vehicles 
and prime brokerage accounts? Please describe. 

26) Describe fully your clients' ability to use ad hoc query tools to access portfolio infonnation for past dates other than 
prior month-ends. 

27) Specific to commingled funds, do you have the ability to capture the plan's pro-rata share of holdings for use in terms 
of monitoring and analytics? 

28) Are outside vendors or software employed to handle real estate and alternative investments? If not, how did your 
organization achieve the in-house expertise? 

29) Specific to alternative investments, do you have capabilities to drill down to company (security) or partnership level in 
tenns of monitoring? Kindly enumerate and delineate by types of alternative investments such as hedge funds, 
distressed, private equity, venture capital, real estate, absolute strategies, convertibles, senior secured debt, etc. 

30) How is expense monitming and reporting provided to clients? Is this module integrated into the accounting system? 
Please describe. 

31) Do the Funds have direct access to the accountant(s) for inquiries and problem resolution? Does the client servicing 
officer or relationship manager need to be involved before the Funds can have direct access to the accountant(s)? What 
are your policies? 

I. Cash Management (Short Term Investment Management) 
1) To the extent that the Funds would use STIFs managed and offered by the Custodian, please describe: 

a) What STIFs are avai lable? 
b) What are the investment philosophies of each? 
c) Who is the investment advisor? 
d) Do they comply with and are they registered as OCC Reg. 9 or SEC rule 2a7 compliant? 
e) AM Best rating 
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f) Exposure limits 
g) Credit Quality guidelines 
h) Average maturity 
i) Derivatives policy 
j) Floating rate note policy 

2) Have any of your short term investment vehicles ever "broken the buck" or experienced losses? 
3) For each of these available vehicles, provide the net return for the past five years. 
4) For each of these available vehicles, provide the market value as ofJune 30, 2011. 
5) For each of these available vehicles, provide the relevant cut-off times for both purchases and redemptions. 
6) For each of the available vehicles, is there any difficulty with same day transactions? 
7) What is your daily compensation and overdraft policy? 
8) Overdrafts can occur because of the failure of the custodian to deliver the requisite foreign cunency to settle a trade, 

differing settlement standards (asset class and countries), sub-custodian en-or, inability to recall secw·ities that are out 
on loan, enors in trade processing and cash position monitoring, failure to communicate and reconcile with the 
manager daily, and/or a trade fail that emanates from the custodian. Does your fi1m automatically apply overdraft 
charges regardless of the party in error? Please describe your policy. 

9) Related to the question above, if custody related overdrafts occur, does the Funds have the right to receive 
reimbursement equal to what your overdraft charges would be on a dai ly basis that the overdraft position is open or 
unresolved? 

1 0) Does your organization have the capability to provide a cash availability projection report? How many days is tbe cash 
projection (i.e., 5 days, 10 days, 30 days, 60 days or 90 days)? 

11) Please describe the availability of any additional cash management services such as: 
a) remote deposit service 
b) positive pay with a payee verification service 
c) mobile device access. 

J. Foreign Exchange Capabilities 
1) Describe your Foreign Currency (FX) management capabilities. Be sure to discuss the following: 

a. How does your organization demonstrate the competitiveness of your foreign exchange and how does your finn 
ensure that custodial clients achieve best execution? What documentation or analysis would your organization 
provide to the Plans that demonstrates such? 

b. Is your organization willing to disclose both explicit and implicit costs ofFX Trades? 
c. Is your organization wi lling and able to provide a "time-stamped" FX trade and disclose at what price your firm 

valued the FX trade? 
d. Does your organization flag off-market transactions (considered to be 10% or greater variance) automatically? 
e. Are off-market transactions reviewed independently and the reasons for the price indicated in the review process? 

2) Please describe how your organization handle standing instructions, normal course FX settlement for buys/sells, FX 
netting, and pre-negotiated FX rates. 

3) Fully describe your ability to support an agent or principal third-party foreign exchange program where all eligible 
foreign exchange transactions would be directed away from the custodian. 

4) Has your finn been investigated for any issues related to FX trading? If so, please explain. 
5) The Plans reserve the right to allow managers to execute any and all FX trades with third party brokers. What different 

FX execution options can you provide to both the Plans and its investment managers beyond custody FX execution 
venues (i.e., Street FX, Pre-Negotiated FX, Electronic FX Execution Platfonns, etc.)? 

6) Does your organization charge a penalty or administrative cost for currencies executed by a third-party other than the 
custodian bank? 

7) Will your fum use a competitive bidding structure to execute FX transactions? Will your organization be able to 
provide performance reporting or best execution reports for FX transactions? 

8) Is interest paid on uninvested balances in foreign country accounts? What types of short term vehicles or accounts are 
available? 

9) For global markets, the interest penalty for cash overdrafts is substantial. Discuss the policies and procedures for 
assessing overdraft fees, including but not limited to, documents provided, frequency of charges, overdraft rates 
determination, and overdraft claims and collection process from brokers/managers. Describe yow· ability to set up 
procedures to allow for client review and approval of charges for foreign cash overdrafts. (Reminder: confine yow
response to methodology only, not specific numbers) 

K. Performance, Investment Guideline Compliance and Risl< Analytics 
1) What are the types of analytics and perfonnance measurement currently available to clients for the asset classes listed 
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below? (For example, BARRA Analytics, global attribution, style analysis, portfolio characteristics, universe 
comparisons, TUCS, optimizations, Yield Book, Venture Economics, Private I, trading cost analysis, etc.) Include a 
description of how the extemal provider's system can be integrated with your records and the controls you can institute 
to ensure and validate the completeness, accuracy and integrity of the data and infom1ation generated by the system. 

Domestic Equity Analytics 
Fixed-Income and Global Bond Analytics 
Intemational Equity Analytics 
Overlay (Currency, Equity and Fixed) Analytics 
Derivatives 
Commodities 
Real Estate 
Private Equity 
Absolute Return Strategies 
Commingled Funds and Mutual Funds 

2) Are there different levels ofperfonnance measurement and analytics services? Ifthere are different service levels, 
describe whether they reside in one performance measurement module/system or multiple modules/systems. 

3) Are you able to calculate both gross and net of fees performance? How about lag and non-lag perfonnance 
measurement calculations? Please describe the methodology employed. 

4) Are you able to assist the Funds with the monitoring and reporting of risk in the portfolio? Do you offer multiple 
levels of risk management reporting/analytics? If so, please state what services are included in your fee proposal and 
what services are available for an .additional fee. Is your software or application able to produce reports for scenario 
testing, full bore risk analysis, and Value at Risk (V AR)?. Please provide a sample report. 

5) List all indices, benchmarks and universe retums available to the Funds. Are returns available on-line? How far back 
do you cany historical retums and name the frequency (daily, monthly)? Do you have the ability to load prior months 
and/or years retums? Do you have the ability to accommodate custom benchmarks? Is there a limit on how many 
custom benchmarks a client can have? 

6) Describe in detail your attribution analysis and peer group comparison capabilities. 
7) For private equity and all partnership investments, can you provide continuously updated access to valuation, fees and 

historic performance data, pennitting it to be easily aggregated and disaggregated according to p01tfolio fund, 
company, investment strategy, industry, geography, manager and vintage year, and desktop access to this data via a 
nationally recognized software product designed specifically for the tracking of private equity investments? Please 
describe. 

8) Please provide a complete description of your capabilities for monitoring required compliance with in the Patriot Act, 
Anti-Money Laundering, and OF AC SDN List. Are you able to identify companies that have been invested that are 
fined by OFAC? 

9) Please describe your organization's offering with respect to corporate governance tools and support to clients. What 
services are available? 

1 0) If you are subscribing to private equity tracking software, will you provide administrative and technical support for the 
use of the software? Will you be responsible for loading historic cash flows and performance data into the software 
product? Describe the plan for accomplishing this conversion. 

11) How do you handle hedge funds within your accounting, reporting and performance platform? 
12) Are there separate risk and control systems, as well as a dedicated group, for derivatives and risk management? 
13) Does the system integrate guideline compliance into the automated trading process and actively monitor transactions 

and portfolio composition? 
14) Provide a description of the different levels of compliance monitoring (i.e., basic, intermediate or advanced) you 

provide and advise which services are included in your fee proposal and which are available for an additional fee. 
15) Is compliance monitoring perfonned for all asset classes? Is it performed daily? Is it on a Post-Trade, Pre-Settlement 

basis? Is it available on-line? 
16) How are clients and investment managers notified of a violation or breach in the investment policy and guidelines? 
17) Does the compliance monitoring system allow for tracking of potential violations and generation of periodic reports? 
18) Relative to the above on-line system, can it continuously monitor the following: 

0 Duration bands or maturity limits 
0 Restricted security types 
0 Percentage sector limits 
0 · Geographical restrictions 
0 Issuer concentration limits 
0 Credit quality and diversification limits 
0 Prohibited securities (per Jllinois legislation such as Public Act 95-616) 
0 Non-dollar allocation limits 
0 Naked currency exposure and basket hedge 
0 Realized gains/loss limits for taxable clients 
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0 Subsector diversification limits (i.e., percent limits per SIC code) 
0 Cash flow variability standards for selected products (i.e., CMOs) 
0 Monitor leveraged transactions 
0 Stress testing and potential effects in market prices and interest rates 
0 Gap analysis and duration reviews 
0 Collatera lization (relative to naked exposures) 
0 Monitor unhedged positions 
0 Calculate value at risk 
0 Underlying positions for covered calls 
0 Naked call exposures 

19) Describe the type of risk measurement model that you utilized (Parametric- factor/risk bucket vs. individual security; 
Full Valuation - historical vs. Monte Carlo) 

20) Differentiate the specific components of the risk factors that you measure as listed below: 
• Risk factors set at the individual equity level 
• Risk factors set at the individual bond level 
• Risk factors set at the equity factor level 
• Risk factors set at the bond factor level 

21) Describe the risk measurement methodology for all asset classes as listed below: 
• Venture Capital, limited partnerships and real estate 
• Mortgage backed securities (especially CMOs) 
• Derivatives (such as options, index futures, options on index futures, currency forwards, swaps, etc.) 
• Warrants and convertibles 
• Emerging market equities 
• Non-Dollar denominated securities 

22) Specific to fixed-income portfolios, please describe your ability to handle: 
• Key rate durations 
• Yield curve principal components (i.e., shift, twist, butterfly movements) 
• Credit spread risk 
• Volatility risk 

L. Conversion Process 
1) Describe your organization's formal transition planning process as it would apply to this contract. 
2) Given a notification of engagement by the end March 2012 and a targeted conversion of July 1, 2012, please provide a 

transition calendar. 
3) Describe your communication with the staff of the Funds during the conversion process. 
4) Is training provided during the initial stages of conversion and ongoing? Please provide a structure for both the Funds. 
5) What would be a reasonable parallel processing for the asset transfer? 
6) On what date would you commence parallel processing in order to develop history, test procedures, and establish 

entitlements/accruals given a full conversion by July 1, 2012? 
7) How do you conduct the transfer of securities and cash from a prior custodian and its sub-custodians to contro l the risk 

of loss of assets and assure that all are received and accounted for properly? 
8) What is your policy to make a client whole if an asset was not transitioned or failed to be accounted for after the 

conversion date? Who pays the client? 
9) What should the Funds look out for, and what are areas of concern and any heightened level of sensitivity during the 

conversion period? Please discuss how tax reclaims, reregistration, accruals, etc. are handled during the conversion 
period. 

10) How will you handle class action filings and income due related to settlement periods under prior custodians and 
settlements that cross over from the prior custodian to the new custodial contract? 

11) How will you handle open tax reclaims related to reclaims filed by prior custodian? 
12) How should we handle securities out on loan dw·ing the conversion process? What should we consider in terms of 

unwinding without a loss, novation, substitution, recall, etc.? 
13) Describe the type of training on systems, accounting, performance modules, etc. that will be provided during the 

conversion period? 

M. Other Services (For Consideration and Review) 
1) The State Treasurer requires the custody bank to maintain $50 million ofUS Treasuries in escrow with the Federal 

Reserve to meet the State cash requirements. Are you able to meet this additional requirement? 
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2) A key initiative of the State Treasurer is to improve services and improved access by local public institutions in their 
patticipation in the LGIP. Provide a general description of your transfer agency services or participant/shareholder 
services, history, milestones and overall capability. 

3) Describe the typical client interface model and on-line/and electronic interfaces that support transfer agency client 
requirements 

4) The Treasurer's Office and the Investment Commission utilize QED for investment accounting purposes. Describe the 
investment accounting platform that your firm offers with equal or better capability than QED. 

5) Describe the investment accounting capability provided to investment manager clients (include system name and year 
developed, programming language, server platform, etc.). 

6) Is the system maintained in-house or subcontracted or service bureau an angement with a third party? If subcontracted, 
specify the vendor name and release number, including the description of the relationship and how access to the source 
code is defined. 

7) Is the accounting system able to handle income, securities out on loan, corporate actions, derivatives (futures and 
options), FX overlay, cun·encies (base and local) and alternative investments? Please provide details. 

8) Describe the functionality of the cash module within the investment accounting platform. 
9) Is the investment accounting platform able to cut daily NAVs? Describe the process and methodology. 
1 0) What are the future or planned enhancements to the investment accounting and repmting system? If planned changes 

or enhancements are envisioned, what are the advantages to clients? 
11 ) Specific to Fund Administration Services, briefly describe the support services available for the following 

administrative functions. 
• SEC Compliance 
• Tax and IRS Compliance 
• CFO Certification 
• ceo Support 
• Tax Return Reporting and Recordkeeping, including 1099 's and K-ls 
• Performance Reporting 
• Expense Administration 
• Preparation of Financial Statements and related Reports 
• Dividend and Capital Gains Analysis and Projections 
• Board Reporting 
• Blue Sky Administration 
• Proxy Administration 
• Transfer Agency 
• Private Equity and Real Estate 
• Absolute Return Strategies 

12) Provide the number of your organization's SEC registered fund of fund clients as categorized in the following 
matrix. Report aggregate values of their total assets under administration in US$ millions for periods specified. 

Total SEC Registered Fund of Fund Clients 

2006 

2007 

2008 

2009 

2010 

2011YTD 

N. References 

Please provide a list of three public fund client references of similar size with contact infonnation. Indicate the major 

ancillary services (alternative investment support, securities lending, etc.) provided to them. 
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SECURITIES LENDING SERVICES 

Securities lending will be utilized primarily to generate incremental return. The Funds have a very risk-averse posture. The 
Funds require a fully indemnified program specific to operational risk and borrower default. Additional levels of 
indemnification beyond operational risk and borrower default are also welcome, including collateral reinvestment risk if 
reinvestment is included. Daily reporting should include internet access to information about its securities lending 
program, including security level loans outstanding, shares on loan, days out on loan, term and open trades, borrowers for 
each block of securities lent, collateralization levels, earnings (top 25 securities sorted by earnings), cash collateral 
reinvestment and other daily, weekly and monthly reporting requirements at the security and aggregate levels. 

On a daily basis, the Funds require full transparency to loans, counterparties, rebates/fees, collateral posted, and collateral 
investments, including information specific to NAV (fair market value), credit, risk and liquidity risks. THIS 
REQUIREMENT IS NON-NEGOTIABLE. 

The following questions should be answered in full . Please tailor your response for each item, specifically in the areas of 
risk and return, relative to your proposed approach. 

A. General Information 
1) State your firm's lines of business. Where does securities lending fit within the organization as a service or product 

offering? 
2) What is the approximate revenue and profit contribution of your Institutional securities lending business to overall 

company (as defined by the top of the organizational chart) revenue and profit in percentage terms? 
3) Are there any current organizational issues (i.e., mergers, acquisitions, personnel changes, business concerns, etc.) 

about your institution that we should know about? Describe. 
4) Furnish a copy ofyour firm ' s Ethics Statement and Code of Conduct, specifically developed for securities lending 

services. 
5) The Funds require a SSAE 16 or SAS 70 report covering your organizations securities lending function. Please verify 

that your firm can fulfill this requirement. List substantive issues raised by independent auditors in your SSAE 16 or 
SAS 70 and issues published in your Form 10-K if filed. Provide a copy of the most recent annual report, Form 10-Q 
and SSAE 16 or SAS 70 and label appropriately. Please indicate whether there have been any substantive changes in 
internal controls since the date of your SSAE 16 or SAS 70 report. 

6) Describe the various types of insurance coverage and indemnification provided to protect your securities lending 
clients. Each description should include: 

• Risk Coverage 
• Carriers 

• A.M. Best Rating 

• Levels 

• Limits 

• Deductibles 
• Expiration 
• Dishonesty Coverage 

7) List and describe all pending or threatened litigation against your organization in reference to custodial asset servicing. 
List and describe all agency supervision associated with the pending or threatened litigation. What has been your 
experience with regard to litigation or agency supervision over the past five years? 

8) How much of the expressed Security Lending collateral was unable to be returned to client base on security failure in 
the past 3 years?" State in $ and %. 

9) Does your organization subcontract any of the securities lending services required by the Funds? Provide contract 
vendor name and which service, functions or deliverables they support. If so, describe indemnification process 

10) Has your organization or its officers or principals been under any litigation or investigation by any regulatory authority 
within the last three years relative to securities lending services? Explain. 

11) How many years has your firm been providing securities lending services to tax-exempt organizations either as an 
agent, principal, or both? 

12) Provide a sample securities lending agreement on an agent basis only. 
13) Furnish a copy of your standard Borrower's Agreement specific to Securities Lending done on an agency or principal 

basis. 
14) The Funds require that the securities lending agent act as a fiduciary for the securities lending function. Please verify 

that your firm is able to do this. 

B. Capabilities 
1) Describe your strengths in domestic equity lending, fixed-income and/or international lending (as applicable). 
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2) What is the primary form of lending your firm offers - agent, principal, or both? Describe. What is the percentage 
breakdown between agent and principal lending from a total client basis? 

3) Is your firm a NASD/FINRA member, a primary reporting dealer or a bank? Is your securities lending operation 
registered as an investment adviser (i.e., SEC, FSA, etc.)? 

4) Discuss why or why not securities lending is considered a leverage transaction. 
5) Discuss how your organization employs arbitrage and non-traditional transactions for your securities lending agent 

program. 
6) Does your organization have any capacity limitations? What determines the limit on the deals, transactions and lending 

activities in which your finn engages? 
7) Disclose how many clients or aggregate asset size your organization can effectively handle and discuss why. 
8) How is collateral reinvestment management handled and what is the role and function of the credit analysis team? 
9) Does the securities lending group have a dedicated credit analysis team or pa1i of a larger pool within your 

organization? 
I 0) How is enterprise risk management deployed to assess borrower credit and cash collateral reinvestment credit analysis? 
1 1) How does your secmities lending staff avoid infringing on an investment manager's responsibilities, specifically recall 

of securities? 
12) How does yom firm manage the coordination of trade settlements, corporate actions, dividend collection, etc. with the 

custodian bank? Does your firm provide guarantees? 
13) Explain how your securities lending program is T + I and STP processing ready. Discuss how your securities lending 

program is in compliance with industry standards. 
14) How does your organization measure the intrinsic value of any securities that are loaned out? Provide actual examples 

for each of the following types: Large Cap Equity, Small Cap Equity, Governments (Specials and General), Corporate 
Bonds, High Yield Bonds, Global Bonds and International Equity. 

15) Does your organization have an Internet based auction lending capability? If so, describe - including inception, extent 
of applications, competitive bidding process, etc. 

C. Organization 
I) Provide the following information for your securities lending business: 

Name of Organization 
Business Address 
Primary Contact 
Address 
Phone, Fax, Email 
Type afFirm 

Bank 
Bank Holding Company 
Trust Company 
Bank Affiliate 
Investment Manager 
Investment Manager Affiliate 
Broker/Dealer 
Broker/Dealer Affiliate 
Others: (Specify) 

2) Provide names, brief profiles and biographies of individuals who are responsible for the lending function and the cash 
collateral reinvestment function. If your program can be truncated by asset class, (e.g. equity, fixed-income, 
international, etc.), delineate the professional staff as such. 

3) What are the compensation arrangements for the key professionals dedicated to providing securities lending services? 
Check all that apply. 

__ Base Salary 
__ Performance Bonus (Cash, Stock, Cash + Stock, etc.) 
_ _ Commission Only 
_ _ Profit Sharing An·angement 

Other: 
4) Provide the incentive basis for perfonnance bonuses. What are the targets and how are they aligned with corporate 

perfonnance, securities lending performance or individual trade performance? 
5) Submit a breakdown of persons dedicated to providing securities lending services for each of the following categories: 

(Do not double-count) 
Operations/ Administration 
Credit and Liquidity Analysis 
Risk Mgmt/Compliance/Legal 
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Asset/Liability 
Lending/Trading 
Non-Cash Collateral Management 
Cash Reinvestment 
Tax Specialist 
Currency Management 
Marketing/Client Servicing 
Others 
TOTAL 

6) Provide a five-year personnel turnover for the following categories. 

Additions 2011 2010 2009 2008 
Operations/ Administration 
Credit Analysis 
Risk Mgmt/Compliance/Legal 
Asset/Liability 
Lending/Trading 
Non-Cash Collateral Management 
Cash Reinvestment 
Tax Specialists 
Cunency Management 
Marketing/Client Servicing 
Others 
TOTAL 

Departures/Terminations 2011 
Operations/ Administration 
Credit Analysis 
Risk Mgmt/Compliance/Legal 
Asset/Liability 
Lending/Trading 
Non-Cash Collateral Management 
Cash Reinvestment 
Tax Specialists 
Currency Management 
Marketing/Client Servicing 
Others 
TOTAL 

D. Risk 
1) How does your firm manage the following risks? 

• Borrower/Counterpatty Risk and Default 
• Collaterallnvestment Risk 
• Interest Rate Risk 
• Credit Spread Risk 
• Liquidity Risk 
• Trade Settlement Risk 
• Operational Negligence 
• Sovereign Risk 
• Cunency Fluctuation Risk 

2010 2009 2008 2007 

2007 

2) Has your organization experienced any losses due to operational negligence, collateral reinvestment and/or security 
specific reinvestments, and/or broker default since the inception of your securities lending program? Describe. What 
was the recourse provided to clients and the level of dialogue to explain (resolve) the issues? 

3) How does your organization conduct asset/liability (gap) analysis, specifically the duration of the loan and cash 
investments? 

4) Does your firm stress test your securities lending program? Describe the methodology and procedures utilized for stress 
tes6ng, including the frequency oftesting. 
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5) Specify the weighted average duration mismatch between lending and reinvesting for the following quarters. (Provide 
separate answers for each lending pool or separate accounts offered in your program.) 

Year 1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 
2006 
2007 
2008 
2009 
2010 
2011 (YTD) 

6) How quickly(# of days) can your firm shorten the duration or gap between investments and liabilities (loans) as 
requested by the client for whatever reason? 

7) Describe your recall procedures and how substitution is utilized. 
8) Describe your buy-in procedures and in what instances does your firm communicate with clients the relative impact of 

such buy-in to the underlying value of a security. 
9) What is your firm's sell fail history, due to security lending for the following asset types - U.S. Government, 

international equities, international fixed income, U.S. large cap & small cap equities and corporate bonds over the last 
three-years as specified below? 

US Large and 
us International International Small Cap Corporate 

YEAR Government Equities Fixed Income Equities Bonds 
2006 
2007 
2008 
2009 
2010 
2011 (YTD) 

10) Can your program ensure the protection of voting rights by consistently recalling the stock prior to proxy record date? 
If so, describe the process. 

11) Does your program accommodate a dividend reinvestment plan for stocks or REITS? Explain. 
12) What additional safeguards are offered by your finn to its lending participants? 
13) If a client wished to withdraw from your finn's securities lending program, what notice period is required to ensure 

100% on the do liar payoff? 
14) What are the specific redemption policies for direct lending (custody clients) that your firm has enforced and the 

underlying rationale behind the policies and guidelines? 
15) How does your organization propose to address issues related to prohibited transactions based on DOL ERISA 

guidelines specific to lending to non-US registered borrowers and the acceptance of non-US$ collateral within the 
context of the Funds? 

E. Borrower Consideration 
1) Describe how credit analysis is perfonned and with what frequency the individual bon·owers are reviewed. 
2) Are your risk adjusted credit limits based on securities borrowed? 
3) How do you ensure that your risk exposure to a borrower is not "watered down" by business relationship? 
4) What is the maximum value of assets that can be lent to a single approved borrower? 
5) Describe the process for approving and monitoring borrowers. Who is responsible for the credit review of borrowers 

and how often it is done? 
6) Provide a list of your current borrowers. Identify the top ten borrowers and the percentage these borrowers represent of 

the total program. Can a client restrict specific borrowers? 
7) Does your Borrower's Agreement specify that "borrowing to manipulate a proxy" is restricted? 
8) Does your firm proactively visit borrowers at least once a year? 
9) Kindly state when was the last time your organization visited the top ten bonowers within your program and enumerate 

according! y. 
10) Does your organization have compensation anangements with bonowers beyond the normal form of negotiating 

rebates/fees that the Funds should know about? 
11) Has your organization ever dismissed or penalized a bon-ower within your program? Please describe. 
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F. Collateralization 
1) What collateralization percentage is required for each of the security types (domestic and international equities and 

fixed income)? What value (market value only, including accrued interest, etc.) is the basis for this percentage? 
2) What is the "de minimus" policy? 
3) How frequently does your firm mark to market the collateral? When is additional collateral requested (same day, next 

day)? 
4) How far below the required collateralization percentage must the collateral dip before a margin call is made? 
5) Is the mark to market process done by loan or security or in aggregate? Please describe both mark-up and mark-down 

process. 

G. Indemnification 
l) The Funds require full operational and bonower default indemnification within the securities lending program. Is your 

organization able to comply with this requirement? Describe your full operational and borrower default indemnification 
policy. Be sure to address the following: 

• Borrower files for banla-uptcy for whatever reason. 
• Failure to recall securities before settlement date. 
• Failure to secure additional collateral and margin requirements. 
• Failure to receive dividends, distributions, and all economic benefits of ownership. 
• Immediate use ofNon-Cash Collateral in lieu of Borrower Bankruptcy. 

2) Does your firm provide additional types of indemnification beyond broker default (i.e., collateral, negligence, trade 
settlement, etc.)? If so, can yow· firm provide the Funds with these additional levels of indemnification? Describe. 

3) Is your organization able to provide for total or partial collateral investment risk indemnification? Does your 
organization have clients with such arrangements? If so, please describe? 

4) What are the specific limitations of your indemnification? 
5) Does your fmn have any pending lawsuits, legal claims or grievances by any client specific to your securities lending 

program? Please enumerate. 

H. Lending Clients 
1) Describe your current client base. How many clients participate in your lending program? Without disclosing client 

names, list as follows as of June 30, 2011. 

Plan Sponsor Type No. of Clients Lendable Base 
(Agent Relationship) (Agent Relationship) 

Corporales 
Public 
Endowment and Foundations 
Taft-Hartley, Union 
Afutua/Fund~ Investment 
Afanager's Commingled Funds 
Insurance Companies 
Others 
TOTAL 

2) Provide the number of clients (all market segments) gained and/or lost for the periods listed in the following matrix. 
Report corresponding market values in US$ millions as of initiation date for clients gained and termination date for 
clients lost. 

s ecurities L ending Clients 0 nly 

Clients Gained Clients Gained (US$ Clients Lost Clients Lost (US$ 
.. (Number) millions) (Number) 1 millions) 

2006 

2007 

2008 
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2009 

2010 

2011 (YTD) 

I. Lending Volume 
1) What was the daily average dollar volume of securities loans outstanding for the last 12 months for each of the last 

three years? Specify in US$ millions. 

For the 6 months en d" J mg une 30 2011 
' 

Daily Avg. Daily A vg. Out Avg. Average Average Avg. Daily 
Lendable Base on Loan Rebate Demand Reinvest Spreads 

Asset Classes (US$ millions) (US$ millions) Rate/Fees Spread Spread Net of 
(bp) (bp) (bp) Rebate 

(bp) 

US Large Cap 
Equities 
US Mid & Small 
Cap Equities 
US Corp Bonds 
High Yield 
REITS 
US Govt Bonds 
TIPS 
Non-US Equity 
Non-US Fixed 
Income 

or e F th 12 man sen mg th d. D ecem er 
' 

b 31 2010 

Daily Avg. Daily A vg. Out Avg. Average Average Avg. Daily 
Lendable Base on Loan Rebate Demand Reinvest Spreads 

Asset Classes (US$ millions) (US$ millions) Rate/Fees Spread Spread Net of 
(bp) (bp) (bp) Rebate 

(bp) 
US Large Cap 
Equities 
US Mid & Small 
Cap Equities 
US Corp Bonds 
High Yield 
REITS 
US Govt Bonds 
TIPS 
Non-US Equity 
Non-US Fixed 
Income 

or e F th 12 man sen mg th d" D ecem er 
' 

b 31 2009 

Daily Avg. Daily A vg. Out Avg. Average Average Avg. Daily 
Lendable Base on Loan Rebate Demand Reinvest Spreads 

Asset Classes (US$ millions) (US$ millions) Rate/Fees Spread Spread Net of 
(bp) (bp) (bp) Rebate 
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(bp) 
US Large Cap 
Equities 
US Mid & Small 
Cap Equities 
US Corp Bonds 
High Yield 
REITS 
US Govt Bonds 
TIPS 
Non-US Equity 
Non-US Fixed 
Income 

J. Lending Process and Limits 
1) Does your organization have an internal limit on how much of a client's portfolio of lendable assets can be lent on any 

given day? If so, please describe your policy. 
2) Related to the question above, does your firm have an intemallimit on how much of a client's lendable assets can be 

lent to a single borrower on any given day? What is the exposure limit? Is it possible that a single client can be 
exposed to a single borrower at any given time? 

3) Does your organization have a lending limit policy for small cap securities? Please describe how your organization 
mitigates trade fails or other issues associated with the recall of small cap securities. 

4) What types of limits or restrictions can be automated by your lending system (e.g. by security, by market cap, by short 
interest percent)? 

5) Can a client limit lending on any specific security such as: 33 l/3 rule, maintain at least 100 shares, maximum of25%, 
tradable lots per position, and/or client specific parameters per security? Please explain. 

6) Can a client limit lending at a specific security level based on Intrinsic Value such as at least 50 bps of pure demand 
spread without reinvest, only on negative rebate levels, and/or earnings based on ovemight reinvest only? Please 
explain. 

7) Is your organization able to monitor for Reg. SHO within your program? Please describe for both domestic and 
international markets. 

8) Is your organization able to monitor for "borrowing to manipulate a proxy" within your program? Please describe for 
both domestic and international markets. 

9) Describe your allocation or queuing process and relevant entitlement methodology. Show calculations. 
10) When, why and how does your fum intervene in the allocation or queuing process? Please describe. 
11) How many lending pools does your firm have? Describe how client assets are assigned to the lending pools. 
12) Are lending pools segregated by the following? Describe. 

Collateral type 
Plan Sponsor type 
Asset Class (Equities, Bonds, US, etc.) ______ _ 

K. Systems and Technology 
1) What system is utilized for lending securities? What version? Who updates the program? What is distinct with your 

current system? Is the system only for lending? How about the reinvesting? 
2) Does your most recent SAS 70 report include the both lending and reinvesting functions? 
3) Check if your securities lending system has the following. 

Portfolio Management 
D input and query on clients' portfolios 
D availability of stock inquiry 
D input of lending prohibitions 
D input of client acceptable collateral 

Lending Management 
D automated allocation of loans in a fair manner using a parameter controlled allocation formula 
D flexible loan amendment 
D future dated input 
D loan confirmation 
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0 allocation of loan-to-cost centers 
0 price feed 
0 daily mark to market 
0 loan revaluation 

Risk Exposure Management and Reporting 
0 Client credit exposure 
0 Liquidity constraints 
0 Redemption Shocks 
0 Interest rate risk 
0 Exposure to foreign exchange risk 
0 Market exposure 
0 Position/issue exposure 
0 Collateral exposure 
0 Total risk or exposure to the market 
0 stress testing 
0 gap analysis 
0 price feed on a real time basis 
0 exchange rate feeds, including cross currency, - real time 

Trading Requirements 
1. Input 

0 Trade input 
0 Trade amendments (price, rate, etc.) 

2. Client Information 
0 Client Trade history 
0 Status (outstanding positions, risk exposure, credit allocated) 
0 Credit Utilization 

3. Inventory 
0 Security availability 
0 Firm's net long/short requirements 
0 Trading desk's net short/long requirements 

4. Collateral Management 
0 Maximizing cash/non-cash spreads 
0 Maximizing non-cash collateral utilization 
0 Cash collateral reinvestment programs 

5. Multi-currency 
0 Will the system cope with trades that are in several different currencies? 
0 Is risk measured in base or security currency? 
0 Is fee or rebate income translated into base or reported in local? 
0 Are exchange rate exposures on income reported in local? 

6. Cross Currency 
0 Monitors fee/rebate to be paid in security or collateral currency 

Back Office 
l. Trade maintenance 

0 Rate changes 
0 Margin Control 
0 Clearance 
0 Automated feeds 
0 Settlement 
0 Fail Management 
0 Client confirmations 

0 Corporate Actions, dividends, and coupon maintenance 
0 Cash and collateral management 
0 Rebate and fee maintenance 
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L. Reporting 
1) What types of reports are available for securities lending and are the reports available on-line via the Internet? Are the 

reports updated daily or monthly on-line or through the Internet? 
2) Describe your firm's income source attribution analysis reporting capability. Can this be customized? 
3) Is your firm able to provide internet access to information about your securities lending program, including loans 

outstanding, shares on loan, days out on loan, term or open trades, borrowers for each block of securities lent, collateral 
portfolio details, collateralization levels, earnings, and other weekly and monthly reporting requirements? If yes, 
provide samples. 

4) Describe your firm's ability to report on companies likely to file proxies in the upcoming month based on historic 
record dates, and provide the number of shares the Funds have on loan. 

5) On a daily basis, the Funds require full transparency to loans, counterparties, rebates/fees, collateral posted, and 
collateral investments, including information specific to NAV (fair market value), credit, risk and liquidity risks. Are 
you able to comply with this requirement and how? 

6) Does your fmn provide audit GASB 28 repmts? If so, how frequent? 

M. Collateral Reinvest Management 
1) Provide a brief description of cash collateral reinvestment vehicles (REPO, overnight Treasury, STIF, commingled, 

customized, separate, 2a-7, etc.) utilized in the reinvestment of cash collateral applicable to the Funds. Furnish, as a 
separate attachment, the Investment Policies and Guidelines for all funds available for the reinvestment of cash 
collateral. 

2) What is the fair market valuation policy for each of the above cash collateral reinvestment vehicles? 
3) Are you able to handle separate cash collateral reinvestment accounts managed by the Funds or a third party? Explain 

how cash flow and communication would work. 
4) Are you able to manage multiple separate account cash collateral reinvestment just for the Funds? If yes, what would 

be the minimum asset value size to achieve proper diversification and liquidity? 
5) Please specify if the cash collateral reinvest vehicle are daily valued at market or based on amortized cost. 
6) Do the cash collateral pools invest in paper or short term/to medium term debt instruments issued by borrowers in your 

program? 
7) Did the collateral pools experience issuer default (i.e. Lehman, Sigma, Theta, etc.)? 
8) Do the collateral pools have both liquidity risk issues and extension risk? 
9) Does your organization have cash collateral pools dedicated to securities lending that conforms to a registered 2a-7 

fund structure? Does your organization have a 100% full overnight option? Please describe. 
I 0) Have any of your cash collateral reinvestment pools or separate accounts experienced losses (both realized and 

unrealized losses) during the financial crisis up to this point? 
11) Are derivatives and/or structured vehicles employed in the cash reinvestment program? If yes, specify types and usage. 
12) Do you rely solely on rating agencies in determining the credit quality of a security suitable for reinvestment of cash 

collateral? 
13) If unrealized losses or highly illiquid vehicles exist in your program, will the Funds end-up owning a slice of the losses 

if they select your program? How will your finn going to protect the Funds and not subject the Funds to both realized 
and unrealized losses going forward? 

14) If all your clients, at the same time, stop the program or do a "shmt fuse" termination today, will clients incur losses? 
If so, what is/are the redemption policies that your firm instituted recently? Please provide full disclosure. 

15) Clearly state the gating and redemption procedures your fmn instituted, enhanced, or codified regarding client 's rights 
regarding securities lending exit or withdrawal from the program. 

16) Does the vendor provide data to third parties such as Data Explorers, Equilend or Astec? If so, describe fee 
arrangements including any soft dollar compensation and whether this is shared with the beneficial owner. Also 
describe access the beneficial owner would have to these databases. 

N. Conversion Process 
1) Describe your organization's formal transition planning process as it would apply to securities lending program. 
2) For example, given a notification of engagement by the end of March 2012 and a targeted conversion of July 1, 2012, 

please provide a transition calendar. 
3) How should we handle securities out on loan during the conversion process? What should we consider in tenns of 

unwinding without a loss, novation, substitution, recall, etc.? 
4) What are the exit strategies that you would deploy specific to impairment, extension risk or cash collateral losses, 

including gating or redemption restrictions to avoid triggering events that could lead to losses? 

0 . References 

Please provide a li st of three public fund client references of similar size with contact information specific to securities 

lending services that you are contracted to provide. 
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Is the bidder a South Carolina Certified Minority Business? [ ] Yes [ ] No 

Is the bidder a Minority Business certified by another governmental entity? [ ] Yes [ ] No 

If so, please list the certifying governmental entity: ____ _____ _ _ 

Will any of the work under this contract be performed by a SC certified Minority Business as a subcontractor? [ ] 
Yes [ ] No 

If so, what percentage of the total value of the contract will be perfonned by a SC certified Minority Business as a 
subcontractor? _____ _ 

Will any of the work under this contract be performed by a minority business certified by another governmental entity as a 
subcontractor? [ ] Yes [ ] No 

If so, what percentage of the total value of the contract will be performed by a minority business certified by another 
governmental entity as a subcontractor? _ _ ___ _ 
If a certified Minority Business is participating in this contract, please indicate all categories for which the Business is 
certified: 

[ ] Traclitional minority 
[ ] Traditional minority, but female 
[ ] Women (Caucasian females) 
[ ] Hispanic minorities 
[ ] DOT referral (Traditional minority) 
[ ] DOT referral (Caucasian female) 
[ ] Temporary certification 
[ ] SBA 8 (a) certification referral 
[ ] Other minorities (Native American, Asian, etc.) 

(If more than one minority contractor will be utilized in the performance ofthis contract, please provide the information 
above for each minority business.) 

For a list of certified minority fmns, please consult the Minority Business Directory, which is available at the following 
URL:http://www.govoepp.state.sc.us/osmba/ 
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V. QUALIFICATIONS 

QUALIFICATION OF OFFEROR 

To be eligible for award of a contract, a prospective contractor must be responsible. In evaluating an Offeror's 
responsibility, the State Standards of Responsibility [R.19-445.2125] and information from any other source may be 
considered. An Offeror must, upon request of the State, furnish satisfactory evidence of its ability to meet all contractual 
requirements. Unreasonable failure to supply information promptly in connection with a responsibility inquiry may be 
grounds for determining that you are ineligible to receive an award. 
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SUBCONTRACTOR --IDENTIFICATION 

lfyou intend to subcontract with another business for any portion of the work and that portion exceeds 10% of your price, 
your offer must identify that business and the portion of work which they are to perform. Identify potential subcontractors 
by providing the business name, address, phone, taxpayer identification number, and point of contact. In determining your 
responsibility, the state may evaluate your proposed subcontractors. 
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VI. AWARD CRITERIA 

AWARD CRITERIA-- PROPOSALS 

Award will be made to the highest ranked, responsive and responsible offeror whose offer is determined to be the most 
advantageous to the State. 

COMPETITION FROM PUBLIC ENTITIES 

If a South Carolina governmental entity submits an offer, the Procurement Officer will, when determining the lowest offer, 
add to the price provided in any offers submitted by non-governmental entities a percentage equivalent to any applicable 
sales or use tax. S.C. Code Ann. Regs 117-304.1 (Supp. 2004). 
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VII. TERMS AND CONDITIONS-- A. GENERAL 

ASSIGNMENT 

No contract or its provisions may be assigned, sublet, or trans felTed without the written consent of the Procurement Officer. 

BANKRUPTCY 

(a) Notice. In the event the Contractor enters into proceedings relating to bankruptcy, whether voluntary or involuntary, the 
Contractor agrees to furnish written notification of the bankruptcy to the Using Governmental Unit. This notification shall 
be furnished within five (5) days of the initiation of the proceedings relating to the bankruptcy filing. This notification shall 
include the date on which the bankruptcy petition was filed, the identity of the court in which the bankruptcy petition was 
filed, and a listing of all State contracts against which final payment has not been made. This obligation remains in effect 
until fmal payment under this Contract. (b) Tennination. This contract is voidable and subject to immediate termination by 
the State upon the contractor's insolvency, including the filing of proceedings in bankruptcy. 

CHOICE-OF-LAW 

The Agreement, any dispute, claim, or controversy relating to the Agreement, and all the rights and obligations of the 
parties shall, in all respects, be interpreted, construed, enforced and governed by and under the laws of the State of South 
Carolina, except its choice oflaw rules. As used in this paragraph, the term "Agreement" means any transaction or 
agreement arising out of, relating to, or contemplated by the solicitation. 

CONTRACT DOCUMENTS and ORDER OF PRECEDENCE 

(a) Any contract resulting from this solicitation shall consist of the following documents: (1) a Record of Negotiations, if 
any, executed by you and the Procurement Officer, (2) documentation regarding the clarification of an offer, if 
applicable, (3) the solicitation, as amended, ( 4) modifications, if any, to your offer, if accepted by the Procurement 
Officer, (5) your offer, (6) any statement reflecting the state's final acceptance (a/k/a "award"), and (7) purchase 
orders. These documents shall be read to be consistent and complimentary. Any conflict among these documents shall be 
resolved by giving priority to these documents in the order listed above. (b) The te1ms and conditions of documents ( 1) 
through (6) above shall apply notwithstanding any additional or different terms and conditions in either (i) a purchase order 
or other instrument submitted by the State or (ii) any invoice or other document submitted by Contractor. Except as 
otherwise allowed herein, the terms and conditions of all such documents shall be void and of no effect. (c) No contract, 
license, or other agreement containing contractual tenns and conditions will be signed by any Using Governmental 
Unit. Any document signed or otherwise agreed to by persons other than the Procurement Officer shall be void and of no 
effect. 

DISPUTES 

(1) Choice-of-Forum. All disputes, claims, or controversies relating to the Agreement shall be resolved exclusively in the 
Court of Common Pleas for, or a federal court located in, Richland County, State of South Carolina. Contractor agrees that 
any act by the Government regarding the Agreement is not a waiver of either the Government's sovereign immunity or the 
Government's immunity under the Eleventh Amendment of the United State's Constitution. As used in this paragraph, the 
tenn "Agreement" means any transaction or agreement arising out of, relating to, or contemplated by the solicitation. (2) 
Service of Process. Contractor consents that any papers, notices, or process necessary or proper for the initiation or 
continuation of any disputes, claims, or controversies relating to the Agreement; for any court action in connection 
therewith; or for the entry of judgment on any award made, may be served on Contractor by certified mail (return receipt 
requested) addressed to Contractor at the address provided as the Notice Address on Page Two or by personal service or by 
any other manner that is permitted by law, in or outside South Carolina. Notice by certified mail is deemed duly given 
upon deposit in the United States mail. 

Page 52 



000145

EQUAL OPPORTUNITY 

Contractor is referred to and shall comply with all applicable provisions, if any, of Title 4 1, Part 60 of the Code of Federal 
Regulations, including but not limited to Sections 60-1.4, 60-4.2, 60-4.3, 60-250.5(a), and 60-741.5(a), which are hereby 
incorporated by reference. 

FALSE CLAIMS 

According to the S.C. Code of Laws Section 16-13-240, "a person who by false pretense or representation obtains the 
signature of a person to a written instrument or obtains fi"om another person any chattel, money, valuable security, or other 
property, real or personal, with intent to cheat and defraud a person of that property is guilty" of a crime. 

FIXED PRICING REQUIRED 

Any pricing provided by contractor shall include all costs for performing the work associated with that price. Except as 
otherwise provided in this solicitation, contractor's price shall be fixed for the duration ofthis contract, including option 
terms. This clause does not prohibit contractor fi·om offering lower pricing after award. 

NON-INDEMNIFICATION 

Any term or condition is void to the extent it requires the State to indemnify anyone. 

NOTICE 

(A) After award, any notices shall be in writing and shall be deemed duly given (1) upon actual delivery, if delivery is by 
hand, (2) upon receipt by the transmitting patty of automated confrrmation or answer back from the recipient's device if 
delivery is by telex, telegram, facsimile, or electronic mail, or (3) upon deposit into the United States mail, if postage is 
prepaid, a return receipt is requested, and either registered or certified mail is used. (B) Notice to contractor shall be to the 
address identified as the Notice Address on Page Two. Notice to the state shall be to the Procurement Officer's address on 
the Cover Page. Either party may designate a different address for notice by giving notice in accordance with this 
paragraph. 

PUBLICITY 

Contractor shall not publish any comments or quotes by State employees, or include the State in either news releases or a 
published list of customers, without the prior written approval of the Procurement Officer. 

PURCHASE ORDERS 

Contractor shall not perform any work prior to the receipt of a purchase order from the using governmental unit. The using 
governmental unit shall order any supplies or services to be furnished under this contract by issuing a purchase order. 
Purchase orders may be used to elect any options available under this contract, e.g., quantity, item, delivery date, payment 
method, but are subject to all tenns and conditions of this contract. Purchase orders may be electronic. No particular fonn 
is required. An order placed pursuant to the purchasing card provision qualifies as a purchase order. 

SETOFF 

The state shall have all of its common law, equitable, and statutory rights of set-off. These rights shall include, but not be 
limited to, the State's option to withhold for the purposes of set-off any moneys due to the Contractor under this contract up 
to any amounts due and owing to the state with regard to this contract, any other contract with any state department or 
agency, including any contract for a term commencing prior to the term of this contract, plus any mnounts due and owing to 
the state for any other reason including, without limitation, tax delinquencies, fee delinquencies or monetary penalties 
relative thereto. 
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SURVIVAL OF OBLIGATIONS 

The Parties' rights and obligations which, by their nature, would continue beyond the termination, cancellation, rejection, or 
expiration of this contract shall survive such termination, cancellation, rejection, or expiration, including, but not limited to, 
the rights and obligations created by the following clauses: Indemnification -Third Party Claims, Intellectual Property 
Indemnification, and any provisions regarding warranty or audit. 

TAXES 

Any tax the contractor may be required to collect or pay upon the sale, use or delivery of the products shall be paid by the 
State, and such sums shall be due and payable to the contractor upon acceptance. Any personal property taxes levied after 
delivery shall be paid by the State. It shall be solely the State's obligation, after payment to contractor, to challenge the 
applicability of any tax by negotiation with, or action against, the taxing authority. Contractor agrees to refund any tax 
collected, which is subsequently detetmined not to be proper and for which a refund has been paid to contractor by the 
taxing authority. In the event that the contractor fails to pay, or delays in paying, to any taxing authorities, sums paid by the 
State to contractor, contractor shall be liable to the State for any loss (such as the assessment of additional interest) caused 
by virtue of this failure or delay. Taxes based on Contractor's net income or assets shall be the sole responsibility of the 
contractor. 

THIRD PARTY BENEFICIARY 

This Contract is made solely and specifically among and for the benefit of the parties hereto, and their respective successors 
and assigns, and no other person will have any rights, interest, or claims hereunder or be entitled to any benefits under or on 
account of this Contract as a third party beneficiary or otherwise. 

WAIVER 

The State does not waive any prior or subsequent breach of the terms of the Contract by making payme11ts on the Contract, 
by failing to tetminate the Contract for lack of performance, or by failing to strictly or promptly insist upon any tenn of the 
Contract. Only the Procurement Officer has actual authority to waive any ofthe State's rights under this Contract. Any 
waiver must be in writing. 
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VII. TERMS AND CONDITIONS -- B. SPECIAL 

CHANGES 

(1) Contract Modification. By a written order, at any time, and without notice to any surety, the Procurement Officer may, 
subject to all appropriate adjustments, make changes within the general scope of this contract in any one or more of the 
following: 
(a) drawings, designs, or specifications, ifthe supplies to be fumished are to be specially manufactured for the [State] in 
accordance therewith; 
(b) method of shipment or packing; 
(c) place of delivery; 
(d) description of services to be performed; 
(e) time ofperfonnance (i.e., hours of the day, days of the week, etc.); or, 
(f) place ofperfmmance of the services. Subparagraphs (a) to (c) apply only if supplies are furnished under this 
contract. Subparagraphs (d) to (f) apply only if services are performed under this contract. 

(2) Adjustments of Price or Time for Performance. If any such change increases or decreases the contractor's cost of, or 
the time required for, performance of any part of the work under this contract, whether or not changed by the order, an 
adjustment shall be made in the contract price, the delivery schedule, or both, and the contract modified in writing 
accordingly. Any adjustment in contract price made pw·suant to this clause shall be determined in accordance with the 
Price Adjustment Clause of this contract. Failure of the parties to agree to an adjustment shall not excuse the contractor 
from proceeding with the contract as changed, provided that the State promptly and duly make such provisional 
adjustments in payment or time for performance as may be reasonable. By proceeding with the work, the contractor shall 
not be deemed to have prejudiced any claim for additional compensation, or an extension of time for completion. 
(3) Time Period for Claim. Within 30 days after receipt of a written contract modification under Paragraph (1) of this 
clause, unless such period is extended by the Procurement Officer in writing, the contractor shall file notice of intent to 
assert a claim for an adjustment. Later notification shall not bar the contractor's claim unless the State is prejudiced by the 
delay in notification. 
(4) Claim Ban·ed After Final Payment. No claim by the contractor for an adjustment hereunder shall be allowed if notice is 
not given prior to final payment under this contract. 

COMPLIANCE WITH LAWS 

During the term ofthe contract, contractor shall comply with all applicable provisions of laws, codes, ordinances, rules, 
regulations, and tariffs. 

CONTRACTOR PERSONNEL 

The Contractor shall enforce strict discipline and good order among the Contractor's employees and other persons canying 
out the Contract. The Contractor shall not permit employment of unfit persons or persons not skilled in tasks ass igned to 
them. 

CONTRACTOR'S COST 

All costs associated with listing, marketing, promoting, advertising and selling all property designated by General Services 
for auction under this contract will be borne by the State if approved by General Services in advance. 

CONTRACTOR'S OBLIGATION -- GENERAL 

The contractor shall provide and pay for all materials, tools, equipment, labor and professional and non-professional 
services, and shall perform all other acts and supply all other things necessary, to fully and properly perform and complete 
the work. The contractor must act as the prime contractor and assume full responsibility for any subcontractor's 
performance. The contractor will be considered the sole point of contact with regard to all situations, including payment of 
all charges and the meeting of all other requirements. 
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(I) Contractor shall purchase from and maintain in a company or companies lawfully authorized to do business in South Carolina such 
insurance as will protect the contractor from the types of claims set forth below which may arise out of or result from the contractor's 
operations under the contract and for which the contractor may be legally liable, whether such operations be by the contractor or by a 
subcontractor or by anyone directly or indirectly employed by any of them, or by anyone for whose acts any of them may be liable: (a) 
claims under workers' compensation, disability benefit and other similar employee benefit acts which are applicable to the work to be 
performed; (b) claims for damages because of bodily injury, occupational sickness or disease, or death of the contractor's employees; (c) 
claims for damages because ofbodily injury, sickness or disease, or death of any person other than the contractor's employees; (d) claims 
for damages insured by usual personal injury liability coverage; (e) claims for damages, other than to the work itself, because of injury to 
or destruction of tangible property, including loss of use resulting therefrom; (f) claims fo r damages because of bodi ly injury, death of a 
person or property damage arising out of ownership, maintenance or use of a motor vehicle; (g) claims for bodily injury or property 
damage arising out of completed operations; and (h) claims involving contractual liability insurance applicable to the Contractor's 
obligations under the provision entitled Indemnification - Third Pa1ty Claims. 
(2) Coverage shall be written on an occurrence basis and shall be maintained without interruption from date of commencement of the 
work until date offmal payment. Coverage must include the following on a commercial basis: (i) Premises- Operations, (ii) 
Independent Contractor's Protective, (iii) Products and Completed Operations, (iv) Personal and Advertising Injury, (v) Contractual, 
including specific provision for contractor's obligations under the provision entitled Indemnification- Third Party Claims, (vi) Broad 
Form Property Damage including Completed Operations, and (vii) Owned, Non-owned and Hired Motor Vehicles. 
(3) The insurance required by this paragraph shall be written for not less than the fo llowing limits of liability or as required by law, 
whichever coverage is greater.: 
COMMERCIAL GENERAL LIABILITY: 
General Aggregate (per project) $1,000,000 
Products/Completed Operations $ I ,000,000 
Personal and Advertising Injury $1 ,000,000 
Each Occurrence $1,000,000 
Fire Damage (Any one fire)$ 50,000 
Medical Expense (Any one person)$ 5,000 
BUSINESS AUTO LIABILITY (including All Owned, Nonowned, and Hired Vehicles): 
Combined Single Limit $1,000,000 OR 
Bodily Injury & Property Damage (each) $750,000 
WORKER'S COMPENSATION: 
State Statutory 
Employers Liability $100,000 Per Ace. 
$500,000 Disease, Policy Limit; $100,000 Disease, Each Employee 
(4) Required Documentation. (a) Prior to commencement of the work, contractor shall provide to the state a signed, original certificate of 
liability insurance (ACORD 25). The certificate shall identify the types of insurance, state the limits of liability for each type of coverage, 
include a provision for 30 days notice prior to cancellation, name every applicable using governmental unit (as identified on the cover 
page) as a Certificate Holder, provide that the general aggregate limit applies per project, and provide that coverage is written on an 
occurrence basis. (b) Prior to commencement of the work, contractor shall provide to the state a written endorsement to the contractor's 
general liability insurance policy that (i) names every applicable using governmental unit (as identified on the Cover Page) as an 
additional insured, (ii) provides that no material alteration, cancellation, non-renewal, or expiration of the coverage contained in such 
policy shall have effect unless the named governmental unit(s) has been given at least thirty (30) days prior written notice, and (iii) 
provides that the Contractor's liability insurance policy shall be primary, with any liability insurance of the state as secondary and 
noncontributory. (c) Both the certificate and the endorsement must be received directly from either the contractor's insurance agent or the 
insurance company. 
(5) Contractor shall provide a minimum of thirty (30) days written notice to every applicable using govemmental unit of any proposed 
reduction of coverage limits (on account of revised limits or clain1s paid under the General Aggregate) or any substitution of insurance 
carriers. 
(6) The state's failure to demand either a certificate of insurance or written endorsement required by this paragraph is not a waiver of 
contractor's obligations to obtain the required insurance. 

CONTRACTOR'S USE OF STATE PROPERTY 

Upon termination of the contract for any reason, the State shall have the right, upon demand, to obtain access to, and 
possession of, all State properties, including, but not limited to, current copies of all State application programs and 
necessary documentation, all data, files, intermediate materials and supplies held by the contractor. Contractor shall not use, 
reproduce, distribute, display, or sell any data, material, or documentation owned exclusively by the State without the 
State's written consent, except to the extent necessary to carry out the work. 
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DEFAULT 

(a) (1) The State may, subject to paragraphs (c) and (d) of this clause, by written notice of default to the Contractor, 
terminate this contract in whole or in part if the Contractor fai ls to: 

(i) Deliver the supplies or to perform the services within the time specified in this contract or any extension; 

(ii) Make progress, so as to endanger performance of this contract (but see paragraph (a)(2) of this clause); or 

(iii) Perfotm any of the other material provisions of this contract (but see paragraph (a)(2) of this clause). 

(2) The State's right to terminate this contract under subdivisions (a)(l)(ii) and (l)(iii) of this clause, may be exercised if the 
Contractor does not cure such failure within 10 days (or more if authorized in writing by the Procurement Officer) after 
receipt of the notice from the Procurement Officer specifying the failure. 

(b) If the State terminates this contract in whole or in part, it may acquire, under the terms and in the manner the 
Procurement Officer considers appropriate, supplies or services similar to those terminated, and the Contractor will be 
liable to the State for any excess costs for those supplies or services. However, the Contractor shall continue the work not 
terminated. 

(c) Except for defaults of subcontractors at any tier, the Contractor shall not be liable for any excess costs if the failure to 
perform the contract arises from causes beyond the control and without the fault or negligence of the Contractor. Examples 
of such causes include ( l) acts of God or of the public enemy, (2) acts of the State in either its sovereign or contractual 
capacity, (3) fires, (4) floods, (5) epidemics, (6) quarantine restrictions, (7) strikes, (8) freight embargoes, and (9) unusually 
severe weather. In each instance the failure to perform must be beyond the control and without the fault or negligence of 
the Contractor. 

(d) If the failure to perform is caused by the default of a subcontractor at any tier, and if the cause of the default is beyond 
the control of both the Contractor and subcontractor, and without the fault or negligence of either, the Contractor shall not 
be liable for any excess costs for failure to perform, unless the subcontracted supplies or services were obtainable from 
other sources in sufficient time for the Contractor to meet the required delivery schedule. 

(e) If this contract is terminated for default, the State may require the Contractor to transfer title and deliver to the State, as 
directed by the Procurement Officer, any (1) completed supplies, and (2) partially completed supplies and materials, parts, 
tools, dies, jigs, fixtures, plans, drawings, information, and contract rights (collectively referred to as "manufacturing 
materials" in this clause) that the Contractor bas specifically produced or acquired for the terminated portion of this 
contract. Upon direction of the Procurement Officer, the Contractor shall also protect and preserve property in its 
possession in which the State has an interest. 

(f) The State shall pay contract price for completed supplies delivered and accepted. The Contractor and Procurement 
Officer shall agree on the amount of payment for manufacturing materials delivered and accepted and for the protection and 
preservation of the property; if the parties fail to agree, the Procurement Officer shal l set an amount subject to the 
Contractor's rights under the Disputes clause. Failure to agree will be a dispute under the Disputes clause. The State may 
withhold from these amounts any sum the Procurement Officer determines to be necessary to protect the State against loss 
because of outstanding liens or claims of former lien holders. 

(g) If, after termination, it is determined that the Contractor was not in default, or that the default was excusable, the rights 
and obligations of the parties shall, if the contract contains a clause providing for termination for convenience of the State, 
be the same as if the termination had been issued for the convenience of the State. If, in the foregoing circumstances, this 
contract does not contain a clause providing for termination for convenience of the State, the contract shall be adjusted to 
compensate for such termination and the contract modified accordingly subject to the contractor's rights under the Disputes 
clause. 

(h) The rights and remedies of the State in this clause are in addition to any other rights and remedies provided by law or 
under this contract. 
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ILLEGAL IMMIGRATION 

(An overview is available at www.procurement.sc.gov) By signing your offer, you certify that you will comply with the 
applicable requirements of Title 8, Chapter 14 of the South Carolina Code of Laws and agree to provide to the State upon 
request any documentation required to establish either: (a) that Title 8, Chapter 14 is inapplicable to you and your 
subcontractors or sub-subcontractors; or (b) that you and your subcontractors or sub-subcontractors are in compliance with 
Title 8, Chapter 14. Pursuant to Section 8-14-60, "A person who knowingly makes or files any false, fictitious, or 
fraudulent document, statement, or report pursuant to this chapter is guilty of a felony, and, upon conviction, must be fined 
within the discretion ofthe court or imprisoned for not more than five years, or both." You agree to include in any 
contracts with your subcontractors language requiring your subcontractors to (a) comply with the applicable requirements 
of Title 8, Chapter 14, and (b) include in their contracts with the sub-subcontractors language requiring the sub
subcontractors to comply with the applicable requirements of Title 8, Chapter 14. 

INDEMNIFICATION -THIRD PARTY CLAIMS 

Notwithstanding any limitation in this agreement, Contractor shall defend and indemnify the State of South Carolina, its 
instrumentalities, agencies, departments, boards, political subdivisions and all their respective officers, agents and 
employees against all suits or claims of any nature (and all damages, settlement payments, attorneys' fees, costs, expenses, 
losses or liabilities attributable thereto) by any third party which arise out of, or result in any way from, any defect in the 
goods or services acquired hereunder or from any act or omission of Contractor, its subcontractors, their employees, 
workmen, servants or agents. Contractor shall be given written notice of any suit or claim. State shall allow Contractor to 
defend such claim so long as such defense is diligently and capably prosecuted through legal counsel. State shall allow 
Contractor to settle such suit or claim so long as (i) all settlement payments are made by (and any deferred settlement 
payments are the sole liability of) Contractor, and (ii) the settlement imposes no non-monetary obligation upon State. State 
shall not admit liability or agree to a settlement or other disposition of the suit or claim, in whole or in part, without the 
prior written consent of Contractor. State shall reasonably cooperate with Contractor's defense of such suit or claim. The 
obligations ofthis paragraph shall survive termination of the parties' agreement. 

LICENSES AND PERMITS 

During the term of the contract, the Contractor shall be responsible for obtaining, and maintaining in good standing, all 
licenses (including professional licenses, if any), pennits, inspections and related fees for each or any such licenses, permits 
and /or inspections required by the State, county, city or other government entity or unit to accomplish the work specified in 
this solicitation and the contract. 

PAYMENT [Amend or delete this clause as necessary.] 
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PRICE ADJUSTMENTS 

(1) Method of Adjustment. Any adjustment in the contract price made pursuant to a clause in this contract shall be 
consistent with this Contract and shall be arrived at through whichever one of the following ways is the most valid 
approximation of the actual cost to the Contractor (including profit, if otherwise allowed): 
(a) by agreement on a fixed price adjustment before commencement of the pertinent performance or as soon thereafter as 
practicable; 
(b) by unit prices specified in the Contract or subsequently agreed upon; 
(c) by the costs attributable to the event or situation covered by the relevant clause, including profit if otherwise allowed, all 
as specified in the Contract; or subsequently agreed upon; 
(d) in such other manner as the parties may mutually agree; or, 
(e) in the absence of agreement by the parties, through a unilateral initial written detennination by the Procurement Officer 
of the costs attributable to the event or situation covered by the clause, including profit if otherwise allowed, all as 
computed by the Procurement Officer in accordance with generally accepted accounting principles. 
(2) Submission of Price or Cost Data. Upon request of the Procurement Officer, the contractor shall provide reasonably 
available factual information to substantiate that the price or cost offered, for any price adjustments is reasonable. 

PRICE ADJUSTMENT -LIMITED --AFTER INITIAL TERM ONLY [INCLUDE CLAUSE ONLY IF 
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APPLICABLE) IT ~ [ ' ' ' ' I ' ' ' ' I I I ' 

Upon approval of the Procurement Officer, prices may be adjusted for any renewal term. Prices shall not be increased 
during the initial term. Any request for a price increase must be received by the Procmement Officer at least ninety (90) 
days prior to the expiration of the applicable term and must be accompanied by sufficient documentation to justifY the 
increase. If approved, a price increase becomes effective starting with the term beginning after approval. A price increase 
must be executed as a change order. Contractor may terminate this contract at the end of the then cmrent term if a price 
increase request is denied. Notice of termination pmsuant to this paragraph must be received by the Procurement Officer 
no later than fifteen (15) days after the Procurement Officer sends contractor notice rejecting the requested price increase 

PRICE ADJUSTMENTS- LIMITED BY CPI "Other Goods & Services" [INCLUDE CLAUSE ONLY IF 
APPLICABLE) I I ' I;' I 'i / i I I I I ' ' I ' I I ' I I I I I 

Upon request and adequate justification, the Procurement Officer may grant a price increase up to, but not to exceed, the 
unadjusted percent change for the most recent 12 months for which data is available, that is not subject to revision, in the 
Consumer Price Index (CPI) for all urban consumers (CPI-U), "Other Goods & Services" for services, as determined by the 
Procurement Officer. The Bureau of Labor and Statistics publishes this information on the web at www.bls.gov. 

PRICING DATA-- AUDIT --INSPECTION 

(a) Cost or Pricing Data. Upon Procmement Officer's request, you shall submit cost or pricing data, as defmed by 48 
C.F.R. Section 2.101 (2004), prior to either (1) any award to contractor or (2) execution of a change order or contract 
modification with contractor. Your price, including profit or fee, shall be adjusted to exclude any significant sums by 
which the state finds that such price was increased because you furnished cost or pricing data that was inaccurate, 
incomplete, or not current as of the date agreed upon between parties. (b) Records Retention. You shall maintain your 
records for three years from the date of final payment, or longer if requested by the chief Procurement Officer. The state 
may audit your records at reasonable times and places. As used in this subparagraph (b), the term "records" means any 
books or records that relate to cost or pricing data submitted pursuant to this clause. In addition to the obligation stated in 
this subparagraph (b), you shall retain all records and allow any audits provided. (c) Inspection. At reasonable times, the 
state may inspect any part ofyom place of business which is related to perfmmance of the work. (d) Instructions 
Certification. When you submit data pursuant to subparagraph (a), you shall (1) do so in accordance with the instructions 
appearing in Table 15-2 of 48 C.F.R. Section 15.408 (2004) (adapted as necessary for the state context), and (2) submit a 
Certificate of Current Cost or Pricing Data, as prescribed by 48 CFR Section 15.406-2(a) (adapted as necessary for the state 
context). (e) Subcontracts. You shall include the above text of this clause in all ofyour subcontracts. (f) Nothing in this 
clause limits any other rights of the state. 

RELATIONSHIP OF THE PARTIES 

Neither party is an employee, agent, partner, or joint venturer of the other. Neither party has the right or ability to bind the 
other to any agreement with a third party or to incm any obligation or liability on behalf of the other party. 

TERM OF CONTRACT-- EFFECTIVE DATE /INITIAL CONTRACT PERIOD 

The effective date of this contract is the first day of the Maximum Contract Period as specified on the final statement of 
award. The initial term ofthis agreement is [adjust this timeframe as ap_P.ro riate lyears, Omonths, Odays from the 
effective date. Regardless, this contract expires no later than the last date stated on the final statement of award. -

TERM OF CONTRACT-- OPTION TO RENEW 

At the end of the initial term, and at the end of each renewal term, this contract shall automatically renew for a period of 
I , I! • I ! I ' ' I I ' .,\ I tadjust this timeframe as a ro riate] one (1) year(s), 0 month(s), and Oday(s), unless 

contractor receives notice that the state elects not to renew the contract at least thitty (30) days prior to the date of 
renewal. Regardless, this contract expires no later than the last date stated on the final statement of award. 
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TERM OF CONTRACT-- TERMINATION BY CONTRACTOR 

Contractor may terminate this contract at the end of the initial tetm, or any renewal term, by providing the Procurement 
Officer notice of its election to terminate under this clause at least 90days prior to the expiration of the then current term. 

TERMINATION FOR CONVENIENCE 

(1) Termination. The Procurement Officer may terminate this contract in whole or in part, for the convenience of the 
State. The Procurement Officer shall give written notice of the termination to the contractor specifying the part of the 
contract terminated and when termination becomes effective. 
(2) Contractor's Obligations. The contractor shall incur no further obligations in connection with the tenninated work and 
on the date set in the notice of termination the contractor will stop work to the extent specified. The contractor shall also 
terminate outstanding orders and subcontracts as they relate to the terminated work. The contractor shall settle the 
liabilities and claims arising out of the termination of subcontracts and orders co1111ected with the terminated work. The 
Procurement Officer may direct the contractor to assign the contractor's right, title, and interest under terminated orders or 
subcontracts to the State. The contractor must still complete the work not terminated by the notice of termination and may 
incur obligations as are necessary to do so. 
(3) Right to Supplies. The Procurement Officer may require the contractor to transfer title and deliver to the State in the 
manner and to the extent directed by the Procurement Officer: (a) any completed supplies; and (b) such partially completed 
supplies and materials, patts, tools, dies, jigs, fixtures, plans, drawings, information, and contract rights (hereinafter called 
"manufacturing material") as the contractor has specifically produced or specially acquired for the performance of the 
terminated part of this contract. The contractor shall, upon direction of the Procurement Officer, protect and preserve 
property in the possession of the contractor in which the State has an interest. If the Procurement Officer does not exercise 
this right, the contractor shall use best efforts to sell such supplies and manufacturing materials in a accordance with the 
standards of Unifonn Commercial Code Section 2-706. Utilization of this Section in no way implies that the State has 
breached the contract by exercise of the Termination for Convenience Clause. 
(4) Compensation. (a) The contractor shall submit a tennination claim specifying the amounts due because of the 
termination for convenience together with cost or pricing data required for such claim. If the contractor fails to fi le a 
termination claim within one year from the effective date of termination, the Procurement Officer may pay the contractor, if 
at all, an amount set in accordance with Subparagraph (c) of this Paragraph. 
(b) The Procurement Officer and the contractor may agree to a settlement and that the settlement does not exceed the total 
contract price plus settlement costs reduced by payments previously made by the State, the proceeds of any sales of 
supplies and manufacturing materials under Paragraph (3) of this clause, and the contract price of the work not terminated; 
(c) Absent complete agreement under Subparagraph (b) of this Paragraph, the Procurement Officer shall pay the contractor 
the following amounts, provided payments agreed to under Subparagraph (b) shall not duplicate payments under this 
Subparagraph: 
(i) contract prices for supplies or services accepted under the contract; 
(ii) costs reasonably incurred in performing the terminated portion of the work less amounts paid or to be paid for accepted 
supplies or services; 
(iii) reasonable costs of settling and paying claims arising out of the termination of subcontracts or orders pursuant to 
Paragraph (2) of this clause. These costs must not include costs paid in accordance with Subparagraph (c)(ii) ofth.is 
paragraph; 
(iv) any other reasonable costs that have resulted from the tennination. The total sum to be paid the contractor under this 
Subparagraph shall not exceed the total contract price plus the reasonable settlement costs of the contractor reduced by the 
amount of payments otherwise made, the proceeds of any sales of supplies and manufacturing materials under 
Subparagraph (b) of this Paragraph, and the contract price of work not terminated. 
(d) Contractor must demonstrate any costs claimed, agreed to, or established under Subparagraphs (b) and (c) of this 
Paragraph using its standard record keeping system, provided such system is consistent with any applicable Generally 
Accepted Accounting Principles. 
(5) Contractor's failure to include an appropriate termination for convenience clause in any subcontract shall not (i) affect 
the state's right to require the termination of a subcontract, or (ii) increase the obligation of the state beyond what it would 
have been if the subcontract had contained an appropriate clause. 
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VIII. 

Based upon the information provided in this request for proposal, state your annual fee for the next five years for the 

proposed relationship with the Office of the State Treasurer, Retirement Systems, and the Investment Commission. Please 

provide three separate fee quotes for custody with securities lending, custody without securities lending, and standalone 

securities lending only. 

A. Please provide an annual flat fee for custody services required by the Funds. The flat fee should be quoted in a 
flat dollar (in US dollars) basis. 

If the function of securities lending is allowed: (Please note that the Funds are asking "if your organization is given the 
mandate" to lend securities and not to net the revenue stream generated from securities lending to the flat dollar fee.) 

SC General Account and LGIP Flat Dollar Fee 
pt Year 
2"d Year 
Yd Year 
4th Year 
5th Year 

SC Retirement Systems Flat Dollar Fee 
P 1 Year 
2"d Year 
3rd Year 
41h Year 
51h Year 

If the function of securities lending is not allowed: (Please note that the Funds are asking "if your organization is not given 
the mandate" to lend securities.) 

SC General Account and LGIP Flat Dollar Fee 
ptYear 
2"d Year 
yd Year 
4th Year 
51h Year 

SC Retirement Systems Flat Dollar Fee 
1'1 Year 
2"d Year 
3rd Year 
41h Year 
5111 Year 

B. What are the short term investment vehicles you propose as applicable to either the Retirement Systems or the 
General Account/LGIP? What is the total expense ratio, including management fees? (Specify: Sweep Options, 
Late Day Cash, Overnight, FDIC approved, 2a-7 funds, and US Government Only.) 

C. What are the overdraft charges for domestic and international transactions? 

D. What is the proposed Securities Lending Revenue Sharing Arrangement or Split, including the level of 
indemnification provided? 
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E. Identify the services included in the flat fee stated in Item A and based on the current investment structure of the 
Funds: 

a) Custody Services for all Asset Types (i.e., domestic and international? yes no --
If no, what are the charges? 

Safekeeping $ ____________ chargeorfue 
Asset Servicing 
Transaction Processing 

$ charge or fee 
$ charge or fee 

Do the custody services include? (please check) 
Power of Attorney Support 
Global Tax Agent Support 
Country Regulatory Registration 
Tax-Exempt Filing Assistance 
Market Guide 

b) Multicurrency Full Accrual Trade Date Accounting and Reporting? 
If no, what are the charges? 

yes _no_ 

Standard reports $ ____________ charge or fee 
Customized reporting $ charge or fee 

c) Accounting- Monthly Valuation? yes _ no_ 
If no, what are the charges? 
Per portfolio $ ____________ charge or fee 
Per Asset Level, Fund or Composite $ charge or fee 

d) Daily On-line/Internet services? yes_ no_ 
lf no, what are the charges? 

$ ____________ charge or fee 
$ charge or fee 

e) Contractual Settlement and Auto credit program? yes_no _ 
If no, what are the charges? 

Domestic $ ____________ charge or fee 
International $ charge or fee 
ADR's $ charge or fee 

f) Transition, conversion, and reregistration costs? yes_no_ 
If no, what are the charges? 

$ ____________ charge or fee 
$ charge or fee 
$ charge or fee 

g) Penalty costs? yes _ no_ 
If no, what are the costs? 

Third-party FX trades 
Third-party Sec lending 
Others: (specify) 

_______________ per trade 
based administration fee --------------

________________ transactions (see below) 

Specific to support for Third Party Securities Lending Programs (If fees are different than those delineated below list 
additional fees) 

Third party 
Annual third party collateral custody fee (based on Cash 
Collateral NA V) 
Third party purchases/sales transactions - DTC Manual 
Third party purchases/sales transactions- DTC Electronic 
Third party purchases/sales transactions - Euroclear Manual 
Third party loans/loan returns - DTC and FED book entry 
manual processing 
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Third party loans/loan returns - DTC and FED book electronic 
delivery 
Third party marks- DTC SPO - Flat monthly fee - manual 
Third party marks - DTC SPO - Flat monthly fee - electronic 
Third party marks - DTC SPO - FED book entry - manual 
processing (each way) 
Third party marks - DTC SPO - FED book entry - electronic 
processing (each way) 
Third party outgoing wires 
Third party incoming wires 
Third party Cash Monitoring system fees 
Third party DDA fees (monthly per DDA) 
Third party Cash Monitoring installation fees 
Third party technology/programming development time 
(hours) INCLUDED in core/transition 
Third party technology/programming development time hourly 
rate after included quantity 
Third party monthly file maintenance fee (2417/365 
monitoring, support and maintenance) 
Any additional clarification of third party support (bundled 
program support with all applicable limits(# lenders, etc.) and 
clarifications) 
Any/All other charges (explain). 

h) Out-of-pocket expenses? yes _ no _ 
If no, what are the charges? 

$ 

$ 
$ 
$ 

$ 

$ 
$ 
$ 
$ 
$ 
$ 

$ 

$ 

$ 

$ 

Wire transfer $ ______ charge or fee 
Courier service $ charge or fee 
Telex charges $ charge or fee 
Computer processing $ charge or fee 
Staff training $ charge or fee 
Stamp duty $ charge or fee 
Registration $ charge or fee 
Others: (specify)$ charge or fee 

i) Corporate Actions - both Domestic and International? 
Voluntary/Mandatory $ ______ charge or fee 
Involuntmy $ charge or fee 
Others: $ charge or fee 

j) Proxy notification? yes _ no_ 
If no, what are the charges? 

Reporting: 
On-line Access: 
Others: _______ _ 

$ ______ charge or fee 
$ charge or fee 
$ charge or fee 

k) Class Action- both Domestic and International? 
lf no, what m·e the chm·ges? 

yes_no_ 

Reporting $ ______ charge or fee 
On-line Access $ charge or fee 
Legal Filings $ charge or fee 
Others: $ charge or fee 

charge or fee 

charge or fee 
charge or fee 
charge or fee 

charge or fee 

charge or fee 
charge or fee 
charge or fee 
charge or fee 
charge or fee 
charge or fee 

charge or fee 

charge or fee 

charge or fee 

charge or fee 

1) The Funds require a minimum of 40 hours for training and continuing education for keeping clients abreast of new 
developments within your organization and the trust/custody/securities lending/fund administration industry? 

yes_ no_ 
If no, what are the fees or charges? 

$ _ _____ charge or fee 
$ charge or fee 
$ charge or fee 
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m) Investment compliance checking 
If no, what are the fees or charges? 

yes _ no _ 

Basic (Software Solution Only) 
Intermediate (Monthly Outsource) 
Advance (Daily Full Outsource) 
Others: (specify) 

n) Independent Derivatives Processing and Valuation 
If no, what are the fees or charges? 

$ ______ charge or fee 
$ charge or fee 
$ charge or fee 
$ charge or fee 

yes_no_ 

Valuation and Reporting: $ ______ charge or fee 
Processing: $ charge or fee 
Collateral Management $ charge or fee 
Others: $ charge or fee 

o) Performance Cales yes _ no _ 
If no, what are the fees or charges? 

Monthly return calculation 
Daily return calculation 
Historical data download 
Gross and Net of Fees 
Lagged and Non-Lagged 
IRR and Time Weighted 
Others: _____ _ 

$ ____ _ 
$ ____ _ 
$ ____ _ 
$ ____ _ 
$ ____ _ 
$ ___ _ _ 
$ ____ _ 

p) Perfmmance Measurement and Analytics yes_ no_ 
If no, what are the fees or charges? 

Benchmark/Index $ ___ _ _ 
Peer Group/Universe Comp $ ____ _ 
Portfolio Characteristics $ ____ _ 
Risk-Adjusted Return Cales $ ____ _ 
Historical data download $ ____ _ 
Executive Board Reports $ _____ _ 
Drill Down Commingled funds $ ____ _ 
Customized benchmarks/universes $ ____ _ 
Bond Analytics $ ____ _ 
Attribution $ ____ _ 
Trading cost analysis $ ____ _ 
Others: (specify) $ ____ _ 

Specific to Perfmmance Tools, are any of the following included? yes _no_ 
BARRA Analytics $ ____ _ 
Vestek $ ____ _ 
Style Analyzer $ ____ _ 
rues $ ____ _ 
BondEdge $ ____ _ 
BlackRock Solutions $ ____ _ 
Wilshire Analytics $ ____ _ 
Yield Book $ ____ _ 
Others: (specify) $ ____ _ 

q) Advanced Risk Analytics yes _no _ 
If no, what are the fees or charges? 

Value at Risk (VaR) 
Stress Testing 
Scenario Analysis 
Others: (specify) 

r) Data Interface with yd Party Providers yes_ no_ 
If no, what are the fees or charges? 

$ ____ _ 
$ ____ _ 
$ ____ _ 
$ ___ _ 

Fund Consultants $ _____ _ 
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Actuary 
External Auditors 
Eagle Systems 
Nottingham 
yd Party Class Action Agent 
3rd Party Tax Reclaim Agent 
3rd Pariy Proxy Voting Service 
Others: (specify) 

s) GIL Interface or Data Upload yes_ no_ 
If no, what are the fees or charges? 

SAP GIL Module 
QED II (Investment Acctg) 
Others (specify) 

t) Corporate Governance Tools? yes _ no_ 
If no, what are the fees or charges? 

$. ___ _ _ 
$. ____ _ 

$. ____ _ 
$. ____ _ 
$ ____ _ 
$ ____ _ 
$ ____ _ 
$ ____ _ 

$ ______ charge or fee 
$ charge or fee 

$ ___ _ __ charge or fee 
$ charge or fee 
$ charge or fee 

u) Alternative Investment Support 
- Private Equity, Hedge Funds, Real Estate, Commodities, etc.? yes_ no_ 

If no, list the service and associated charge. 
Basic Line Item Reporting 
Reporting and Monitoring 
Full Drill Down (Holdings) 
Full Outsource Support 
Shadow Accounting 
Distributions 
Capital Calls 
Document Management 
Others: (specify) 

$ ___ ___ charge or fee 
$ charge or fee 
$ charge or fee 
$ charge or fee 
$ charge or fee 
$ charge or fee 
$ charge or fee 
$ charge or fee 
$ charge or fee 

Specific to alternative inv. support, are any of the following included? yes _ no _ 
Burgiss Group 

Informant $ _____ _ 
Archivist $ __ ____:. __ _ 
Others: (specify) $ _ ___ _ 

SunGard Investran $. ____ _ _ 
Private Edge $. ____ _ 
Venture Economics $. _____ _ 
Hedge Fund Administration $. _____ _ 
Hedge Fund Transparency $. _____ _ 
Others: (specify) $, ____ _ 

v) Document Management and Library Maintenance? yes_ no _ 
If no, what ar·e the fees or charges? 

$ charge or fee 
$ charge or fee 

w) Specify other charges and fees not included in the proposed FLAT FEE. If a charge or fee is in direct response to a 
particular RFP question, identify both section and question. 

$ _ _____ charge or fee 
$ charge or fee 
$ charge or fee 
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F. You are required to provide the following information. Provide an estimate of fees/costs that the Funds will 
incur annually based on the assumptions specified on the future investment structure as discussed in the 
Introduction of the RFP. Utilize your organization's schedule or methodology, namely: traditional asset based, 
account based and transaction charges. State assumptions. Enumerate all charges. 

SC Retirement Systems and SC Investment Commission 

Account Fees # of Accounts Fees Pro-Forma Cost 
Number of Plans 5 

Domestic Equities 
Separate Accounts 7 

Commingled/Line Items 0 
International Equities 

Separate Accounts 0 
Commingled/Line Items 3 

Domestic Fixed Income 
Separate Accounts 7 
Commingled/Line Items 0 

Global Fixed-Income 
Separate Accounts 2 
Commingled/Line Items 6 

Real Estate 
Direct/Separate Accounts 0 

Commingled/Line Items 6 

Private Equity 
Direct/Separate Accounts 0 

Commingled/Line Items 27 

Derivatives/Overlay 
Direct/Separate Accounts 2 

Hedge Funds/Absolute 
Returns 
Direct/Separate Accounts 0 

Commingled/Line Items 9 

Commodities 
Direct/Separate Accounts 0 

Commingled/Line Items 0 

Strategic Partnerships 
Direct/Separate Accounts 
Commingled/Line Items 27 

Cash Accounts 
Direct/Separate Accounts 0 
Commingled/Line Items 13 

Transition Accounts 
Direct/Separate Accounts 2 

Custody Fees Market Values Fees Pro-Forma Cost 
Domestic Equities 

Separate Accounts $2,120,554,029.40 
Commingled/Line Items 

International Equities 
Separate Accounts 

Commingled/Line Items $1,240,730,614.24 
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Domestic Fixed Income 
Separate Accounts $1,844,223,833.37 

Commingled/Line Items 
Global Fixed-Income 

Separate Accounts $2,086,118,121.44 

Commingled/Line Items $3,124,395 ,969.92 

Real Estate 
Direct/Separate Accounts 
Commingled/Line Items $133,323,297.30 

Private Equity 
Direct/Separate Accounts 
Commingled/Line Items $1,050,435,850.00 

Derivatives/Overlay 
Direct/Separate Accounts $1,418,499,978.10 

Hedge Funds/Absolute 
Returns 

Direct/Separate Accounts 

Commingled/Line Items $6,240,590,569.23 

Commodities 
Direct/Separate Accounts 

Commingled/Line Items 

Strategic Partnerships 
Direct/Separate Accounts 

Commingled/Line Items $6,280,953,860.07 

Cash Accounts 
Direct/Separate Accounts 
Commingled/Line Items $626,215,553.83 

Transition Accounts 
Direct/Separate Accounts $60,362,992.54 

For International Securities Corresponding Market 
Values in US$ as of June 

30, 2011 
Australia $8,089,803.90 

Austria 

Belgium 

Bahamas 
Belgium 

Bermuda 
Brazil $646,456.99 

British Virgin Islands 

Canada $43,304,810.89 

Cayman Islands 

China 
Colombia 
Cote d' lvoire 

Cyprus 
Czech Republic 

Denmark 

European Union 
Finland 

France $54,960,992.09 

Ge1many $2,676,807.32 
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Greece 
Hong Kong $594,876.17 

Hungary 

India 
Indonesia 
Ireland 

Israel 
Italy $281,763 .85 

Japan $14,219,261.58 

Liberia 

Luxembourg 

Malaysia 
Marshall Islands 

Mexico 
Netherlands 
New Zealand $3 13,660.55 

Norway 
Panama 

Peru 
Philippines 

Poland 

Portugal 
Puerto Rico 

Russian Federation 
Singapore 

South Africa 

South Korea 
Spain $1,176,137.34 

Sweden $510,569.65 

Switzerland 

Taiwan 

Thailand 
Turkey 

UK $45,275,191.28 

Transactions Annual Volume Fees Pro-Forma Cost 
Domestic Depository Trades 22,206 
(DTC/Fed Book) 
Domestic Non-Depository 3,038 
Trades 
Physicals 1 

Principal Payments 2,333 

Maturities 121 

Dividend/Income Receipts 5,413 

Tax Reclaims 
Wires 589 

Capital Calls 60 

Options/Futures 1,054 

Swaps 1,034 
3rd Party FX 654 

Custody FX Trades 48 

Proxy Notification 
Corporate Actions (Splits, 456 
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Voluntary/Involuntary) 

Class Action Filings 55 

Other International 
Transactions --
Australia 1 
Austria 
Belgium 
Bahamas 
Bennuda 
Brazil 
British Virgin Islands 
Canada 26 
Cayman Islands 
China 
Colombia 
Cote d 'Ivoire 
Cyprus 
Czech Republic 

Denmark 
Egypt 
European Union (Euroclear) 42 

F inland 
France 
Germany 
Greece 
Hong Kong 
Hungary 
India 

Indonesia 
Ireland 
Israel 
Italy 
Japan 

Korea 
Liberia 
Luxembourg 
Malaysia 
Marshall Islands 
Mexico 
Netherlands 
New Zealand 
Norway 
Panama 
Peru 
Philippines 
Poland 
Portugal 
Puerto Rico 
Russian Federation 
Singapore 
South Africa 
South Korea 

Page 69 



000162

Spain 

Sweden 
Switzerland 
Taiwan 

Thailand 
Turkey 

UK 

Others: (Enumerate) 
Global Custody - Support 
Power of Attorney 
Global Tax Agent 
Country Registration 
Tax-Exempt Filing 
Market Guide 
On-line or Internet Access 
User Interface 
Subscription 
Assets/Holding 
Cash 
Transactions 
Standard reports 
Customized reporting 
Executive/Board reporting 
Income Inquiry Reports 
Corporate Actions Reporting 
Terminal charge 
Communication software 
CPU connect time 
Others: (specify) 

Contractual Settlement and 
Auto Credit 
Domestic 
International 
ADRs 
Transition & Conversion 
Reregistration 
Scrip Fees 
Etc. 

Penalty Costs 
Third Party FX 
Third Party Seclending 
Etc. 

Out of Pocket 
Wire Transfer 
Courier Service 
Telex Charges 
Computer processing 
Staff Training 
Stamp Duty 
Reregistration 
Others: 

Corporate Actions 
Voluntary/Mandatory 
Involuntary 
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Proxy Notification 
Reporting 
On-line Access 
Others 

Class Action 
Reporting 
On-line Access 
Legal Filings 
Others: 

Investment Guideline 
Compliance 

Basic 
Intermediate 
Advance 
(See below accounts) 
Number of Plans 5 

Domestic Equities 
Separate Accounts 7 

Commingled/Line Items 0 

International Equities 

Separate Accounts 0 

Commingled/Line Items 3 

Domestic Fixed Income 

Separate Accounts 7 

Commingled/Line Items 0 

Global Fixed-Income 

Separate Accounts 2 

Commingled/Line Items 6 

Real Estate 
Direct/Separate Accounts 0 

Commingled/Line Items 6 

Private Equity 
Direct/Separate Accounts 0 
Commingled/Line Items 27 

Deriva fives/Overlay 
Direct/Separate Accounts 2 

Hedge Funds/Absolute 
Returns 

Direct/Separate Accounts 0 
Commingled/Line Items 9 

Commodities 
Direct/Separate Accounts 0 

Commingled/Line Items 0 
Strategic Partnerships 

Direct/Separate Accounts 

Commingled/Line Items 27 

Cash Accounts 
Direct/Separate Accounts 0 

Commingled/Line Items 13 

Transition Accounts 
Direct/Separate Accounts 2 
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Independent Derivatives 
Processing and Valuation 
Reporting 
Pricing 
Processing 
Collateral Management 
Performance Measurement 

Monthly Return Calcs 
Historical Data Download 
Gross/Net of fees 
Lagged and Non-Lagged 
IRR 
Time Weighted 

Portfolio Characteristics 
Peer Comparison 
Portfolio Attribution 
(see below accounts) 
Number of Plans 5 

Domestic Equities 
Separate Accounts 7 

Commingled/Line Items 0 

International Equities 
Separate Accounts 0 

Commingled/Line Items 3 
Domestic Fixed Income 

Separate Accounts 7 

Commingled/Line Items 0 

Global Fixed-Income 
Separate Accounts 2 

Commingled/Line Items 6 

Real Estate 
Direct/Separate Accounts 0 
Commingled/Line Items 6 

Private Equity 
Direct/Separate Accounts 0 

Commingled/Line Items 27 

Derivatives/Overlay 
Direct/Separate Accounts 2 

Hedge Funds/Absolute 
Returns 

Direct/Separate Accounts 0 

Commingled/Line Items 9 
Commodities 

Direct/Separate Accounts 0 

Commingled/Line Items 0 

Strategic Partnerships 
Direct/Separate Accounts 

Commingled/Line Items 27 

Cash Accounts 
Direct/Separate Accounts 0 

Commingled/Line Items 13 

Transition Accounts 
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Direct/Separate Accounts 2 

Advanced Risk Analytics 
VaR Testing 
Stress Testing 
Scenario Testing 
Etc. 

Data Interface with 3rd Party 
Providers 
Fund Consultants 
Actuary 
External Auditors 
Eagle Systems 
Nottingham 
Class Action Agent 
Tax Reclaim Agent 
Proxy Voting Agent 
Others: 

Vaulting Services 
Specify-

Corporate Governance Tools 
Specify-

Alternative Investment 
Support 

Basic Line Item 
Reporting/Monitoring 
Full Drill Down 
Full Outsource 
Shadow Accounting 
Distributions Mgmt. 
Capital Call Mgmt. 
Document Mgmt. 
Others: 

Document Management and 
Library Maintenance 
Specify-

Other Costs 
(enumerate) 

TOTAL ESTIMATED 
COSTS 
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Account Fees 
GENERAL ACCOUNT 

Number of Funds 

Domestic Fixed Income 
Separate Accounts 

Commingled/Line Items 
Cash Accounts 
Direct/Separate Accounts 
Commingled/Line Items 

LGIP 

Number of Funds 

Domestic Fixed Income 
Separate Accounts 

Commingled/Line Items 
Cash Accounts 

Direct/Separate Accounts 
Commingled/Line Items 

Custody Fees 
GENERAL ACCOUNT 
Domestic Fixed Income 

Separate Accounts 

Commingled/Line Items 
Internally Managed 

Cash Accounts 
Direct/Separate Accounts 
Commingled/Line Items 

LGIP 
Domestic Fixed Income 

Separate Accounts 

Commingled/Line Items 
Internally Managed 

Cash Accounts 
Direct/Separate Accounts 
Commingled/Line Items 

Transactions 
GENERAL ACCOUNT 
Domestic Depository Trades 
(DTC/Fed Book) 
Domestic Non-Depository 
Trades 
Physicals 
Principal Payments 

Maturities 

Office of the State Treasurer 
General Account and LGIP 

# of Accounts Fees 

11 

7 

4 

1 

1 

Market Values Fees 

$7,203,194,725.84 

$49,095 ,798.00 

$2,680,080,58 1.35 

Annual Volume Fees 

1,846 

197 

3,101 

403 
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Dividend/Income Receipts 1,819 
Tax Reclaims 

Wires 1,303 
Capital Calls 
Options/Futures 
Swaps 
Proxy Notification 
Corporate Actions (Splits, 37 
Voluntary/Involuntary) 

LGJP 
Domestic Depository Trades 461 
(DTC/Fed Book) 
Domestic Non-Depository 253 
Trades 
Physicals 

Principal Payments 
Maturities 379 
Dividend/Income Receipts 617 
Tax Reclaims 
Wires 149 
Capital Calls 
Options/Futures 

Swaps 
Proxy Notification 
Corporate Actions (Splits, l 
Voluntary/Involuntary) 

Others: (Enumerate) 
On-line or Internet Access 
User Interface 
Subscription 
Assets/Holding 
Cash 
Transactions 
Standard reports 
Customized reporting 
Executive/Board reporting 
Income Inquiry Reports 
Corporate Actions Reporting 
Terminal charge 
Communication software 
CPU connect time 
Others: (specify) 

Contractual Settlement and 
Auto Credit 
Domestic 
International 
ADRs 
Transjtion & Conversion 
Reregistration 
Scrip Fees 
Etc. 

Penalty Costs 
Third Party FX 
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Third Party Seclending 
Etc. 

Out of Pocket 
Wire Transfer 
Courier Service 
Telex Charges 
Computer processing 
Staff Training 
Stamp Duty 
Reregistration 
Others: 

Corporate Actions 
Voluntary/Mandatory 
Involuntary 

Proxy Notification 
Reporting 
On-line Access 
Others 

Class Action 
Reporting 
On-line Access 
Legal Filings 
Others: 

Investment Guideline 
Compliance 

Basic 
Intermediate 
Advance 
(See below accounts) 
Funds 12 

Domestic Fixed Income 
Separate Accounts 8 

Conuningled/Line Items 
Internally Managed 

Cash Accounts 
Direct/Separate Accounts 
Commingled/Line Items 4 

Independent Derivatives 
Processing and Valuation 
Reporting 
Pricing 
Processing 
Collateral Management 
Performance Measurement 

Monthly Return Cales 
Historical Data Download 

Portfolio Characteristics 
Peer Comparison 
Pottfolio Attribution 
(see below accounts) 
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Funds 12 

Domestic Fixed Income 

Separate Accounts 8 

Commingled/Line Items 
Internally Managed 

Cash Accounts 
Direct/Separate Accounts 
Commingled/Line Items 4 

Internally Managed 

Data Interface with 3rd Party 
Providers 
Fund Consultants "" 
Actuary 
External Auditors 
SAP G/L 
QED II 
Class Action Agent 
Tax Reclaim Agent 
Proxy Voting Agent 
Others: 

Corporate Governance Tools 
Specify-

Other Costs 
(enumerate) 

TOTAL ESTIMATED 
COSTS 

A. Explain your methodology for calculating a client's income and splitting methodology. 

B. What is your organization's proposal for the revenue sharing arrangement and/or the split of security lending income? 

C. Is the split also applicable to negative income if it occurs? What are the limitations of your proposal specific to losses? 

D. Are you able to accept a "clawback" feature wherein if losses materialize; both Funds and lending agent's revenues 
would be utilized to extinguish such losses or shortfall? 

E. Are you able to accept a "agent zero split" feature wherein iflosses materialize the whole revenue split would be 100% 
to the client's favor for cash buffering purposes until losses are extinguished? 

F. Does your finn charge a management fee (bp) plus expense ratios for each type of collateral reinvestment fund, 
separate accounts or collateral reinvestment fund? If so, specify the fee and if fees are deducted before or after the 
split. 

G. If lending on an agency basis is allowed for all mandates, please provide your proposed securities lending income split: 
Funds % Bank % 

H. If you are proposing additional indemnification beyond operational and broker default for agency-basis lending, kindly 
specify. 

Borrower/Counterparty Risk and Default (Inability to Recall, Failure to deliver Income, Failure to post adequate 
margins, etc.) 
Collateral Investment Risk 
Credit Spread Risk 
Interest Rate Risk 
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Trade Settlement Risk 
Operational Negligence 
Cunency and Sovereign Risk 

I. If your entity is willing to provide full or partial indemnification for collateral reinvestment risk, what would be the 
parameters of your bid proposal for securities lending splits and assets to lend? 

J. Specify administration, recordkeeping, and cash collateral reinvestment asset management fees for all types of cash 
collateral reinvestment vehicles, including separate accounts. Please note that the Funds utilize an Overnight 
Reinvestment Vehicle US Treasury Guidelines. 

K. Furnish a revenue estimate of the securities lending income for the Funds for one (1) year ending June 30, 2011 
utilizing the holdings listed in the Attachment. (Please note that the estimate is backward looking and not forward 
looking into the future. Thus for the one-year estimate ending June 30, 2011, utilize the holdings provided in 
Attachment 1- Holdings June 30,2011 and assume that the holdings are in a buy and hold strategy from July 1, 2010 to 
June 30, 20 11.) Assume that collateral is reinvested in a separate account that utilizes the following guidelines, namely: 
(a) strictly intrinsic value lending with Overnight US Govt REPO reinvestment guideline; (b) Cunent Guidelines of 
Overnight US Govt REPO, and, (c) Straight SEC 2a-7 money market guideline. Provide calculations in the 
Attachment 2- Securities Lending Calculation Worksheet. 

NOTE: For entities submitting a proposal for securities lending only, all costs associated with the implementation and 
support of third party agency lending program to be incurred by the custodian and the Funds shall be borne by the third 
party lending institution 
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IX. ATTACHMENTS TO SOLICITATION 

I I I ' ' - -:- --

T: SC State Treasurer - Custody-Seclending 

-Calculation Worksheet: SC Treasurer-

NONRESIDENT TAXPAYER REGISTRATION AFFIDAVIT INCOME TAX WITHHOLDING 

IMPORTANT TAX NOTICE - NONRESIDENTS ONLY 
Withholding Requirements for Payments to Nonresidents: Section 12-8-550 of the South Carolina Code of Laws requires 
persons hiring or contracting with a nonresident conducting a business or performing personal services of a temporary 
nature within South Carolina to withhold 2% of each payment made to the nonresident. The withholding requirement does 
not apply to (1) payments on purchase orders for tangible personal property when the payments are not accompanied by 
services to be performed in South Carolina, (2) nonresidents who are not conducting business in South Carolina, (3) 
nonresidents for contracts that do not exceed $10,000 in a calendar year, or (4) payments to a nonresident who (a) registers 
with either the S.C. Department of Revenue or the S.C. Secretary of State and (b) submits a Nonresident Taxpayer 
Registration Affidavit- Income Tax Withholding, Form 1-3 12 to the person letting the contract. 

The withholding requirement applies to every governmental entity that uses a contract ("Using Entity"). Nonresidents 
should submit a separate copy of the Nonresident Taxpayer Registration Affidavit - Income Tax Withholding, Form 1-312 
to every Using Entity that makes payment to the nonresident pursuant to this solicitation. Once submitted, an affidavit is 
valid for all contracts between the nonresident and the Using Entity, unless the Using Entity receives notice from the 
Department of Revenue that the exemption from withholding has been revoked. 

Section 12-8-540 requires persons making payment to a nonresident taxpayer of rentals or royalties at a rate of$1 ,200.00 or 
more a year for the use of or for the privilege of using property in South Carolina to withhold 7% of the total of each 
payment made to a nonresident taxpayer who is not a corporation and 5% if the payment is made to a corporation. Contact 
the Department of Revenue for any applicable exceptions. 

For information about other withholding requirements (e.g., employee withholding), contact the Withholding Section at the 
South Carolina Department of Revenue at 803-898-5383 or visit the Department's website at: www.sctax.org 

This notice is for informational purposes only. This agency does not administer and has no authority over tax issues. All 
registration questions should be directed to the License and Registration Section at 803 -898-5872 or to the South Carolina 
Department of Revenue, Registration Unit, Columbia, S.C. 29214-0140. All withholding questions should be directed to 
the Withholding Section at 803-896-1420. 

PLEASE SEE THE "NONRESIDENTTAXPAYERREGISTRATION AFFIDAVLT INCOME TAX WITHHOLDING" 
FORM (FORM NUMBER 1-312) LOCATED 
AT: http://www.sctax.org/Forms+and+lnstructions/withholding/default.htm 
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OFFEROR'S CHECKLIST (JUN 2007) 

OFFEROR'S CHECKLIST-- A VOID COMMON BID/PROPOSAL MISTAKES 

Review this checklist prior to submitting your bid/proposal. 
If you fail to follow this checklist, you risk having your bid/proposal rejected. 

-Do not include any of your standard contract forms! 

-Unless expressly required, do not include any additional boilerplate contract clauses. 

- Reread your entire bid/proposal to make sure your bid/proposal does not take exception to any of the state's mandatory 
requirements. 

- Make sure you have properly marked all protected, confidential, or trade secret information in accordance with the 
instructions entitled: SUBMITTING CONFIDENTIAL INFORMATION. DO NOT mark your entire bid/proposal as 
confidential, trade secret, or protected! Do not include a legend on the cover stating that your entire response is not 
to be released! 

- Have you properly acknowledged all amendments? Instructions regarding how to acknowledge an amendment should 
appear in all amendments issued. 

- Make sure your bid/proposal includes a copy of the solicitation cover page. Make sure the cover page is signed by a 
person that is authorized to contractually bind your business. 

-Make sure your Bid/proposal includes the number of copies requested. 

-Check to ensure your Bid/proposal includes everything requested! 

- If you have concerns about the solicitation, do not raise those concems in your response! After opening, it is too late! If 
this solicitation includes a pre-bid/proposal conference or a question & answer period, raise your questions as a part 
of that process! Please see instructions under the heading "submission of questions" and any provisions regarding pre
bid/proposal conferences. 
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ATTACHMENT 2 
SECURITIES LENDING CALCULATION WORKSHEET 

SC RETIREMENT SYSTEMS 
GENERAL ACCOUNT AND LGIP 

Page 1 of 8 

RESTRICTED -INFORMATION 
The information contained herein shall be used only for responding to this RFP only. 
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CALCULATION WORKSHEET #1 

SC RETIREMENT SYSTEMS 
Securities Lending Revenue Estimate Worksheet- #1 

,-------- ---------- · ----- ------.. ~-~ ----- -------- ...,..,._ __ __ ____ _ ____ _ - ·----•1-1'--- ---------------- ----I 

Asset Class Lendable Percent on Assets Intrinsic Rebate Re-invest Avg. Gross SC Share of Net SC Securities 
Assets Loan (using on Loan Spread Rate in Rate (bps) Daily Income Revenue w/ Lending Income 
(US$) a 12 month (US$) (bps) bps (using Spreads (US$) Borrower Default (US$ millions) 

rolling a 12 Net Indemnification 
average) month Rebate (Percent) 

rolling and Fees 
average) (bps) 

US Large Cap Eq 
US Mid & Small 
Cap Eq 
u.s. 
Corp Bonds 
High Yield 
Mortgages 
U.S. 
GovtBonds 
REITS 
TIPS I 

Non-US Equities I 
j 

TOTAL 
For example: $100 million loan outstanding for one year with a 0.20% net spread and a split of80/20 is equal to $160,000 ($100,000,000 x 0.002 x 0.80). 
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RESTRICTED- INFORMATION 
The information contained herein shall be used only for responding to this RFP only. 
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CALCULATION WORKSHEET #2 

SC RETIREMENT SYSTEMS 
Securities Lending Revenue Estimate Worksheet- #2 

,- -·-- ~ ---· - - ---eL·- - - - - - ---- -- · - --- - - - -- - --- -- -----J 

Asset Class Lendable Percent on Assets Intrinsic Rebate Re-invest Avg. Gross SC Share of Net SC Securities 
Assets Loan (using on Loan Spread Rate in Rate (bps) Daily Income Revenue w/ Lending Income 
(US$) a 12 month (US$) (bps) bps (using Spreads (US$) Borrower Default (US$ millions) 

rolling a 12 Net Indemnification 
average) month Rebate (Percent) 

rolling and Fees 
average) (bps) 

US Large Cap Eq 
US Mid & Small 
CapEq 
U.S. 
Corp Bonds 
High Yield 
Mortgages 
U.S. 
Govt Bonds 
REITS 
TIPS 
Non-US Equities 
TOTAL 

For example: $100 million loan outstanding for one year with a 0.20% net spread and a split of 80/20 is equal to $160,000 ($100,000,000 x 0.002 x 0.80). 

Page 3 of8 

RESTRICTED- INFORMATION 
The information contained herein shall be used only for responding to this RFP. 
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CALCULATION WORKSHEET #3 

SC RETIREMENT SYSTEMS 
Securities Lending Revenue Estimate Worksheet - #3 

(Assume SEC Rule 2a-7 Reinvestment Guideline 

Asset Class Lendable Percent on Assets Intrinsic Rebate Re-invest Avg. Gross SC Share of Net SC Securities 
Assets Loan (using on Loan Spread Rate in Rate (bps) Daily Income Revenue w/ Lending Income 
(US$) a 12 month (US$) (bps) bps (using Spreads (US$) Borrower Default (US$ millions) 

rolling a 12 Net Indemnification 
average) month Rebate (Percent) 

rolling and Fees 
average) (bps) 

US Large Cap Eq 
US Mid & Small 
CapEq 
U.S. ' 

' 

Corp Bonds 
High Yield 
Mortgages 
U.S. 
GovtBonds 
REITS 
TIPS 
Non-US Equities 
TOTAL 

For example: $100 million loan outstanding for one year with a 0.20% net spread and a split of 80/20 is equal to $160,000 ($100,000,000 x 0.002 x 0.80). 
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The information cont ained herein shall be used only for responding to t his RFP. 
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CALCULATION WORKSHEET #4 

GENERAL ACCOUNT/LGIP 
Securities Lending Revenue Estimate Worksheet- #1 

----- --- - - - ------- . --- - --------~ -- --------- ..., ......... --- - --· ----- ~. ---·~-- ~- --.- --- - --- - - ..... -- f 

Asset Class Lendable Percent on Assets Intrinsic Rebate Re-invest Avg. Gross SC Share of Net SC Securities 
Assets Loan (using on Loan Spread Rate in Rate (bps) Daily Income Revenue w/ Lending Income 
(US$) a 12 month (US$) (bps) bps (using Spreads (US$) Borrower Default (US$ millions) 

rolling a 12 Net Indemnification 
average) month Rebate (Percent) 

rolling and Fees 
average) (bps) 

US Large Cap Eq 
US Mid & Small 
Cap Eq 
U.S . 
Corp Bonds 
High Yield 
Mortgages 
U.S. 
Govt Bonds 
REITS 
TlPS 
Non-US Equities 
TOTAL 

For example: $1 00 mill ion loan outstanding for one year with a 0.20% net spread and a split of 80/20 is equal to $160,000 ($100,000,000 x 0.002 x 0.80). 

Page 5 of8 

RESTRICTED- INFORMATION 
The information contained herein shall be used only for responding to this RFP. 
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CALCULATION WORKSHEET #5 

GENERAL ACCOUNT/LGIP 
Securities Lending Revenue Estimate Worksheet - #2 

---------- - • ----&~L-- -- -- ---- - - ---- --- --- - --- ----- - - - -- -- -- - _, 

Asset Class Lendable Percent on Assets Intrinsic Rebate Re-invest Avg. Gross SC Share of Net SC Securities 
Assets Loan (using on Loan Spread Rate in Rate (bps) Daily Income Revenue w/ Lending Income 
(US$) a 12 month (US$) (bps) bps (using Spreads (US$) Borrower Default (US$ millions) 

rolling a 12 Net Indemnification 
average) month Rebate (Percent) 

rolling and Fees 
average) (bps) 

US Large Cap Eq 
US Mid & Small 
CapEq 
U.S. 
Corp Bonds 
High Yield 
Mortgages 
U.S. 
GovtBonds 
REITS 
TIPS 
Non-US Equities 
TOTAL 

For example: $100 million loan outstanding for one year with a 0.20% net spread and a split of 80/20 is equal to $160,000 ($100,000,000 x 0.002 x 0.80). 
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RESTRICTED- INFORMATION 
The information contained herein shall be used only for responding t o this RFP. 
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CALCULATION WORKSHEET #6 

GENERALACCOUNT~G~ 

Securities Lending Revenue Estimate Worksheet- #3 
Assume SEC Rule 2a-7 Reinvestment Guideline 

Asset Class Lendable Percent on Assets Intrinsic Rebate Re-invest Avg. Gross SC Share of Net SC Securities 
Assets Loan (using on Loan Spread Rate in Rate (bps) Daily Income Revenuew/ Lending Income 
(US$) a 12 month (US$) (bps) bps (using Spreads (US$) Borrower Default (US$ millions) 

rolling al2 Net Indemnification 
average) month Rebate (Percent) 

rolling and Fees 
average) (b_ps) 

US Large Cap Eq 
US Mid & Small 
Cap Eq 
u.s. 
Corp Bonds 
High Yield 
Mortgages 
U.S. 
Govt Bonds 
REITS 
TIPS 
Non-US Equities 
TOTAL 

For example: $100 million loan outstanding for one year with a 0.20% net spread and a split of 80/20 is equal to $160,000 ($100,000,000 x 0.002 x 0.80). 
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RESTRICTED -INFORMATION 
The information contained herein shall be used only for responding to this RFP. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Questions so far for the meeting. 

Sarah Corbett 
Friday, October 28, 20111:59 PM 
Adam Jordan 
Custody RFP 
Custody RFP.docx 

1 
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Custody RFP 

Questions: 

We want to make sure that Retirement Systems assets are not subsidizing the custody costs for other 

state funds that invested by the State Treasurer's Office. It is a fiduciary responsibility to ensure that t he 

assets of the system are only used for the benefit of its members. 

The custody contract is within the purview of the Treasurer; however, the Retirement Systems and the 

RSIC have been asked to bear 1/3 of the cost of the consultant conducting the RFP. We have been told 

we will get an equal vote in the selection and we want to ensure that we do. 

While the custody decision can be a joint one, any decisions on ancil lary services (additional systems) 

shou ld be within the sole discretion ofthe RSIC. 

Again while the custody decision can be a joint one, any decision on securities lending (to do securities 

lending or not, what type of fee structure to negotiate, what type of collateral to require) is an 

investment decision and as such needs to rest with the RSIC. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Monday, October 31, 2011 9:19 AM 
Leidinger, Bill; Abesamis, Bo 
Tahil iani, Shakun; Wi lliam Blume; Hershel Harper; Swilley-Burke, Gwelda; Adam Jordan; 
Robert Feinstein; McDermott, Mike 
RE: Master Custody/Securities Lending RFP (Draft) 

Folks, please remember to get all comments to Bo by this Wednesday, day after tomorrow . 
. . . . . . Thanks ...... Bill 

From: Leidinger, Bill 
Sent: Friday, October 28, 201111:10 AM 
To: 'Abesamis, Bo' 
Cc: Tahiliani, Shakun; William Blume; Harper, Hershel; Swilley-Burke, Gwelda 
Subject: RE: Master Custody/Securities Lending RFP (Draft) 

Folks, let's work toward getting all comments back to BO by Wednesday of next week, Nov 
3 ..... we must move along smartly with this given our schedule ... .. Thanks ..... Bill 

From: Abesamis, Bo [mailto:abesamis@ca llan.com] 
Sent: Tuesday, October 25, 2011 10:36 AM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun; William Blume; Harper, Hershel; Swilley-Burke, Gwelda 
Subject: Master Custody/Securities Lending RFP (Draft) 
Importance: High 

Bill and All, 

Attached is the Draft Custody-Securities Lending RFP that I prepared using the RFP Template that was provided. I 
highlighted in LIGHT BLUE my comments, revisions, and actual RFP Technical Specs, discussions, and questions. 

Please be sure to read Section Ill. Scope of Work and Specifications, Section IV. Technical Response - Inform ation for 
Offerors to Submit, Section V. Qualifications, Section VIII. Cost Proposal, and Section IX. Attachments to 
Solicitation. These sections are t he main technical detail and covers a lot of material. 

I tried my best to cover all areas imaginable, including a very expansive Fee Section. Please remember that I also 
attached two documents that is referenced in the RFP (see Attachments) that would be needed to complete the Fee 
Section. 

Kindly review and distribute to your respective team members so that we can finalize and release as soon as 
practicab le. We need to coordinate timing of everybody's review and comments to create a Final Draft. Thanks for your 
patience. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 

1 
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Trust, Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

lnfonnation contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 

2 
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Adam Jordan 

From: Tammy Nichols 
Sent: 
To: 

Monday, October 31, 2011 4:06 PM 
Leidinger, Bill; 'Abesamis, Bo' 

Cc: William Blume; Tahiliani, Shakun; 'swilley-burke@callan.com'; Hershel Harper; Adam 
Jordan; Robert Feinstein; McDermott, Mike; Fa ith W right; John Page 

Subject: RE: Master Custody/Securities Lending RFP (Draft) 

Attachments: SC State Treasurer - Custody-Seclending RFP DRAFT Oct-25-2011.docx 

Staff at the Retirement Systems have reviewed the draft Custody RFP document prepared by Callan and we made a 
couple of changes to pages 24 and 35- revisions are marked on attached copy. Also, we suggest that you consider 
removing the terminated accounts beginning on page 23 with MCM Daily Global account. Thanks so much and we 

appreciate your efforts to solicit input from both the Retirement Systems and the Investment Commission. 

Tammy 

From: William Blume 
Sent: Monday, October 31, 201110:07 AM 
To: Tammy Nichols 
Subject: Fw: Master Custody/Securities Lending RFP (Draft) 

Can you reply? 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Monday, October 31, 2011 09:19AM 
To: Leidinger, Bill <Biii.Leidinger@sto.sc.gov> ; Abesamis, Bo <abesamis@callan.com> 
Cc: Tahiliani, Shakun < Shakun.Tahiliani@sto.sc.gov> ; William Blume; Hershel Harper; Swilley-Burke, Gwelda <swilley
burke@callan.com> ; Adam Jordan; Robert Feinstein; McDermott, Mike <Mike.McDermott@sto.sc.gov> 
Subject: RE: Master Custody/Securities Lending RFP (Draft) 

Folks, please remember to get all comments to Bo by this Wednesday, day after tomorrow . 
. . . . . . Thanks ...... Bill 

From: Leidinger, Bill 
Sent: Friday, October 28, 201111:10 AM 
To: 'Abesamis, Bo' 
Cc: Tahiliani, Shakun; William Blume; Harper, Hershel; Swilley-Burke, Gwelda 
Subject: RE: Master Custody/Securities Lending RFP (Draft) 

Folks, let's work toward getting all comments back to BO by Wednesday of next week, Nov 
3 .. ... we must move along smartly with this given our schedule ..... Thanks ..... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Tuesday, October 25, 201110:36 AM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun; William Blume; Harper, Hershel; Swilley-Burke, Gwelda 
Subject: Master Custody/Securities Lending RFP (Draft) 
Importance: High 

1 
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Bill and All, 

Attached is the Draft Custody-Securities Lending RFP that I prepared using the RFP Template that was provided. 
highlighted in LIGHT BLUE my comments, revisions, and actual RFP Technical Specs, discussions, and questions. 

Please be sure to read Section Ill. Scope of Work and Specifications, Section IV. Technical Response - Information for 
Offerors to Submit, Section V. Qualifications, Section VIII. Cost Proposal, and Section IX. Attachments to 
Solicitation. These sections are the main technical detail and covers a lot of material. 

I tried my best to cover all areas imaginable, including a very expansive Fee Section. Please remember that I also 
attached two documents that is referenced in t he RFP (see Attachments) that wou ld be needed to complete the Fee 
Section. 

Kindly review and distribute to your respective team members so that we can finalize and release as soon as 
practicable. We need to coordinate timing of everybody's review and comments to create a Final Draft. Thanks for your 
patience. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust. Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 41 5.274.3074 
F. 415.291.4016 

www.callan.corn 

lnfonnation contained herein is the confidential and proprietary infonnation of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's pennission. 

2 
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State of South Carolina 

DRAFT - Callan 

Solicitation Number: llNSERT #IF APPLICABLE] 
Date Issued: [INSERT DATE) 

Procurement Officer: [INSERT NAMEd 
Phone: [INSERT#) 

E-Mail Address: [INSERT EMAIL 
ADORES~ 

DESCRIPTION: •••••••••••••••••••• 

USING GOVERNMENTAL UNIT: STATE TREASURER'S OFFICE 

The Term "Offer" Means Your "Bid" or "Proposal". Unless submitted on-line, your offer must be submitted in a sealed 
package. Solicitation Number & Opening Date must appear on package exterior. See "Submitting Your Offer" provision. 

SUBMIT YOUR SEALED OFFER TO EITHER OF THE FOLLOWING ADDRESSES: 

MAILING ADDRESS: PHYSICAL ADDRESS: 
[INSERT YOUR MAILING ADDRESS) l!NSERT YOUR PHYSICAL ADDRESS) 

SUBMIT OFFER BY (Opening Dateffime): [INSERT DATEffiMEJ 

QUESTIONS MUST BE RECEIVED BY: [INSERT DATEffiME) 

(See "Deadline For Submission Of Offer" provision) 

(Sec "Questions From OfTerors" provision) 

NUMBER OF COPIES TO BE SUBMITTED: One (1) original in hardcopy and three (3) copies (marked 'copy') 
[or as many copies as there are evaluators), Two (2) electronic copies, one(l)as specified Magnetic Media, and 
one(l) as specified Submitting Redacted Offers. 

CONFERENCE TYPE: Not A~licable 

DATE & Tllv1E: 

(As appropriate, see "Conferences- Pre-Bid/Proposal" & "Site Visit" provisions) 

LOCATION: Not A~ licable 

AWARD& 
AMENDMENTS 

Award will be posted on [INSERT DATE . The award, this solicitation, any amendments, and any 
related notices will be posted at the following web address: (identify URL where solicitation is 
~e'i] 

Unless submitted on-line, you must submit a signed copy of this fonn with Your Offer. By submitting a bid or proposal, 
You agree to be bound by the terms of the Solicitation. You agree to hold Your Offer open for a minimum of sixty (60) 
calendar days after the Opening Date. (See "Signing Your Offer" and "Electronic Signature" provisions.) 

NAME OF OFFEROR Any award issued will be issued to, and the contract will be formed with, 
the entity identified as the Offeror. The entity named as the offeror must be 
a single and distinct legal entity. Do not use the name of a branch office or 
a division of a larger entity if the branch or division is not a separate legal 

(full legal name of business submitting the offer) entity, i.e., a separate corporation, partnership, sole proprietorship, etc. 

AUTHORIZED SIGNATURE TAXPAYER IDENTIFICATION NO. 

(Person must be authorized to submit binding offer to contract on behalf of Offeror.) (See "Taxpayer Identification Number" provision) 

TITLE STATE VENDOR NO. 

(business tit le of person signing above) (Register to Obtain S.C. Vendor No. at www.procuremeut.sc.gov) 

PRINTED NAME DATE SIGNED STATE OF INCORPORATION 

(printed name of person signing above) (If you are a corporation, identify the state of incorporation.) 

OFFEROR'S TYPE OF ENTITY: (Check one) (See "Signing Your Offer" provision.) 

_ Sole Proprietorship _ Partnership Oilier ______________________ ___ 

_ Corporate entity (not tax-exempt) _Corporation (tax-exempt) _ Govenunent entity (federal, state, or local) 

COVER PAGE 



000188

PAGE TWO 
(Return Page Two with Your Off ) er 

HOME OFFICE ADDRESS (Address for offeror's home office I NOTICE ADDRESS (Address to which all procurement and contract 
principal place of business) related notices should be sent.) (See "Notice" clause) 

Area Code - Number - Extension Facsimile 

E-mail Address 

PAYMENT ADDRESS (Address to which payments will be sent.) ORDER ADDRESS (Address to which purchase orders will be sent) 
(See "Payment" clause) (See "Purchase Orders and "Contract Documents" clauses) 

__ Payment Address same as Home Office Address Order Address same as Home Office Address 
__ Payment Address same as Notice Address (check only one) __ Order Address same as Not ice Address (check only one) 

ACKNOWLEDGMENT OF AMENDMENTS 
Offerors acknowledges receipt of amendments by indicating amendment number and its date of issue. (See "Amendments to Solicitation" Provision) 

Amendment No. Amendment Issue Amendment No. Amendment Issue Amendment No. Amendment Issue Amendment No. Amendment Issue 
Date Date Date Date 

DISCOUNT FOR I 0 Calendar Days (%) 20 Calendar Days (%) 30 Calendar Days(%) __ Calendar Days (%) 

PROMPT PAYMENT 
(See "Discount for Prompt 

Payment" clause) 

I PREFERENCES - A NOTICE TO VENDORS: PREFERNCES DO NOT APPLY TO THIS SOLICITATION 

PAGE TWO End of PAGE TWO 
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I. SCOPE OF SOLICITATION 

ACQUIRE SERVICES 

The purpose of this solicitation is to acquire services complying with the enclosed description and/or specifications and 
conditions. 

MAXIMUM CONTRACT PERIOD - ESTIMATED 

I I I t l I I I I I Il l I ' I I ' I I I' I ;., Dates provided 
are estimates only. Any resulting contract will begin on the date specified in the notice of award. See clause entitled "Term 
of Contract- Effective Date/Initial Contract Period". 
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II. INSTRUCTIONS TO OFFERORS -A. GENERAL INSTRUCTIONS 

DEFINITIONS [INSERT IN THIS SECTION All RELEVANT DEFINITIONS] 

EXCEPT AS OTHERWISE PROVIDED HEREIN, THE FOLLOWING DEFINITIONS ARE APPLICABLE TO ALL 
PARTS OF THE SOLICITATION. 

AMENDMENT means a document issued to supplement the original solicitation document. 
BUYER means the Procurement Officer. 
CHANGE ORDER means any written alteration in specifications, delivery point, rate of delivery, period of performance, 
price, quantity, or other provisions of any contract accomplished by mutual agreement of the parties to the contract. 
CONTRACT See clause entitled Contract Documents & Order of Precedence. 
CONTRACT MODIFICATION means a written order signed by the Procurement Officer, directing the contractor to make 
changes which the changes clause of the contract authorizes the Procurement Officer to order without the consent of the 
contractor. 
CONTRACTOR means the Offeror receiving an award as a result of this solicitation. 
COVER PAGE means the top page of the original solicitation on which the solicitation is identified by number. Offerors 
are cautioned that Amendments may modify information provided on the Cover Page. 
OFFER means the bid or proposal submitted in response this solicitation. The terms Bid and Proposal are used 
interchangeably with the term Offer. 
OFFEROR means the single legal entity submitting the offer. The term Bidder is used interchangeably with the term 
Offeror. See bidding provisions entitled Signing Your Offer and Bid/Proposal As Offer To Contract. 
ORDERING ENTITY Using Governmental Unit that has submitted a Purchase Order. 
PAGE TWO means the second page of the original solicitation, which is labeled Page Two. 
PROCUREMENT OFFICER means the or his successor identified as such on the Cover P 

STATE means the Using Governmental Unit(s) identified on the Cover Page. 
SUBCONTRACTOR means any person having a contract to perform work or render service to Contractor as a part of the 
Contractor's agreement arising from this solicitation. 
USING GOVERN MENTAL UNIT means the unit(s) of government identified as such on the Cover Page. 
WORK means all labor, materials, equipment and services provided or to be provided by the Contractor to fulfill the 
Contractor's obligations under the Contract. 

AMENDMENTS TO SOLICITATION 

(a) The Solicitation may be amended at any time prior to opening. All actual and prospective Offerors should monitor the 
following web site for the issuance of Amendments: [identify URL where amendments will be posted herel (b) Offerors 
shall acknowledge receipt of any amendment to this solicitation (1) by signing and returning the amendment, (2) by 
identifying the amendment number and date in the space provided for this purpose on Page Two, (3) by letter, or (4) by 
submitting a bid that indicates in some way that the bidder received the amendment. (c) If this solicitation is amended, then 
all terms and conditions which are not modified remain unchanged. 

AWARD NOTIFICATION 

Notice regarding any award or cancellation of award will be posted at the location specified on the Cover Page. 
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BID/PROPOSAL AS OFFER TO CONTRACT 

By submitting Your Bid or Proposal, You are offering to enter into a contract with the Using Governmental Unit(s). 
Without further action by either party, a binding contract shall result upon final award. Any award issued will be issued to, 
and the contract will be formed with, the entity identified as the Offeror on the Cover Page. An Offer may be submitted by 
only one legal entity; "joint bids" are not allowed. 

BID ACCEPTANCE PERIOD 

In order to withdraw Your Offer after the minimum period specified on the Cover Page, You must notify the Procurement 
Officer in writing. 

BID IN ENGLISH and DOLLARS 

Offers submitted in response to this solicitation shall be in the English language and in US dollars, unless otherwise 
pennitted by the Solicitation. 

STATE TREASURER AS PROCUREMENT AGENT 

(a) Authorized Agent. All authority regarding the conduct of this 12rocurement is vested solely with the responsible 
Procurement Officer AS DESrNGNATED BY T HE STATE TREASURER. Unless specifically delegated in writing, the 
Procurement Officer is the only govemment official authorized to bind the government with regard to this procurement. (b) 
Purchasing Liability. The Procurement Officer is an employee of the STATE TREASURER'S OFFICE acting on behalf of 
the STATE TREASURER. Any contracts awarded as a result of this procurement are between the Contractor and the 
STATE TREASURER' S OFFICE. 

CERTIFICATE OF INDEPENDENT PRICE DETERMINATION 

GIVING FALSE, MISLEADING, OR INCOMPLETE INFORMATION ON TIDS CERTIFICATION MAY 
RENDER YOU SUBJECT TO PROSECUTION UNDER SECTION 16-9-10 OF THE SOUTH CAROLINA CODE 
OF LAWS AND OTHER APPLICABLE LAWS. 

(a) By submitting an offer, the offeror certifies that-

(1) The prices in this offer have been anived at independently, without, for the purpose of restricting competition, any 
consultation, communication, or agreement with any other offeror or competitor relating to-
(i) Those prices; 
(ii) The intention to submit an offer; or 
(iii) The methods or factors used to calculate the prices offered. 

(2) The prices in this offer have not been and will not be knowingly disclosed by the offeror, directly or indirectly, to any 
other offeror or competitor before bid opening (in the case of a sealed bid solicitation) or contract award (in the case of a 
negotiated solicitation) unless otherwise required by law; and 

(3) No attempt has been made or will be made by the offeror to induce any other concern to submit or not to submit an offer 
for the purpose of restricting competition. 

(b) Each signature on the offer is considered to be a certification by the signatory that the signatory-

{1) Is the person in the offeror's organization responsible for determining the prices being offered in this bid or proposal, 
and that the signatory has not participated and will not patticipate in any action contrary to paragraphs (a){l ) through (a){3) 
of this certification; or 

(2)(i) Has been authorized, in writing, to act as agent for the offeror's principals in certifying that those principal s have not 
participated, and will not participate in any action contrary to paragraphs (a)(l) through (a){3) of this certification [As used 
in this subdivision (b)(2)(i), the tenn "principals" means the person(s) in the offeror's organization responsible for 
detennining the prices offered in this bid or proposal] ; 

Page 7 



000196

(ii) As an authorized agent, does certify that the principals referenced in subdivision (b)(2)(i) of th is certification have not 
participated, and will not participate, in any action contrru.y to paragraphs (a)( I) through (a)(3) of this certification; and 

(iii) As an agent, has not personally participated, and will not participate, in any action contrary to paragraphs (a)(l) 
through (a)(3) of this certification. 

(c) If the offeror deletes or modifies paragraph (a)(2) of this certification, the offeror must furnish with its offer a signed 
statement setting forth in detail the circumstances of the disclosure. 

CERTIFICATION REGARDING DEBARMENT AND OTHER RESPONSIBILITY MATTERS 

(a) (1) By submitting an Offer, Offeror certifies, to the best of its knowledge and belief, that-

(i) Offeror and/or any of its Principals-

(A) Are not presently debarred, suspended, proposed for debarment, or declared ineligible for the award of contracts by any 
state or federal agency; 
(B) Have not, within a three-year period preceding this offer, been convicted of or had a civil judgment rendered against 
them for: commission of fraud or a criminal offense in connection with obtaining, attempting to obtain, or performing a 
public (Federal, state, or local) contract or subcontract; violation of Federal or state antitrust statutes relating to the 
submission of offers; or commission of embezzlement, theft, forgery, bribery, falsification or destruction of records, 
making false statements, tax evasion, or receiving stolen property; and 
(C) Are not presently indicted for, or otherwise criminally or civilly charged by a governmental entity with, commission of 
any of the offenses enumerated in paragraph (a)(l )(i)(B) of this provision. 

(ii) Offeror has not, within a three-year period preceding this offer, had one or more contracts terminated for default by any 
public (Federal, state, or local) entity. 

(2) "Principals," for the purposes of this certification, means officers; directors; owners; partners; and, persons having 
primary management or supervisory responsibilities within a business entity (e.g., general manager; plant manager; head of 
a subsidiary, division, or business segment, and similru.· positions). 

(b) Offeror shall provide immediate written notice to the Procurement Officer if, at any time prior to contract award, 
Offeror learns that its certification was erroneous when submitted or has become erroneous by reason of changed 
circumstances. 

(c) If Offeror is unable to certify the representations stated in paragraphs (a)( I), Offer must submit a written explanation 
regarding its inability to make the certification. The certification will be considered in connection with a review of the 
Offeror's responsibility. Failure of the Offeror to furnish additional information as requested by the Procurement Officer 
may render the Offeror nonresponsible. 

(d) Nothing contained in the foregoing shall be construed to require establishment of a system of records in order to render, 
in good faith, the certification required by paragraph (a) of this provision. The knowledge and information of an Offeror is 
not required to exceed that which is normally possessed by a prudent person in the ordinary course of business dealings. 

(e) The certification in paragraph (a) of this provision is a material representation of fact upon which reliance was placed 
when making award. If it is later determined that the Offeror knowingly or in bad faith rendered an erroneous certification, 
in addition to other remedies available to the State, the Procurement Officer may terminate the contract resulting fi·om this 
solicitation for default. 

CODE OF LAWS AVAILABLE 

The South Carolina Code of Laws is available at: http://www.scstatehouse.net/code/statrnast.htm. The South Carolina 
Regulations are avai lable at: http://www.scstatehouse.net/coderegs/statmast.htm rNote: If the solicitation is being 
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COMPLETION OF FORMS/CORRECTION OF ERRORS 

All prices and notations should be printed in ink or typewritten. Enors should be crossed out, corrections entered and 
initialed by the person signing the bid. Do not modify the solicitation document itself(including bid schedule). 
(Applicable only to offers submitted on paper .) 

DEADLINE FOR SUBMISSION OF OFFER 

Any offer received after the Procurement Officer of the govemmental body or his designee has declared that the time set for 
opening has arrived, shall be rejected unless the offer has been delivered to the designated purchasing office or the 
governmental bodies mail room which services that purchasing office prior to the bid opening. 

DRUG FREE WORK PLACE CERTIFICATION 

By submitting an Offer, Contractor cetiifies that, if awarded a contract, Contractor will comply with all applicable 
provisions of The Drug-free Workplace Act, Title 44, Chapter 107 of the South Carolina Code of Laws, as amended. 

DUTY TO INQUIRE 

Offeror, by submitting an Offer, represents that it has read and understands the Solicitation and that its Offer is made in 
compliance with the Solicitation. Offerors are expected to examine the Solicitation thoroughly and should request an 
explanation of any ambiguities, discrepancies, errors, omissions, or conflicting statements in the Solicitation. Failure to do 
so will be at the Offeror's risk. Offeror assumes responsibility for any patent ambiguity in the Solicitation that Offeror does 
not bring to the State's attention. 

ETHICS CERTIFICATE 

By submitting an offer, the offeror certifies that the offeror has and will comply with, and has not, and will not, induce a 
person to violate Title 8, Chapter 13 of the South Carolina Code of Laws, as amended (ethics act). The following statutes 
require special attention: Section 8-13-700, regarding use of official position for fmancial gain; Section 8-13-705, 
regarding gifts to influence action of public official; Section 8-13-720, regarding offering money for advice or assistance of 
public official; Sections 8-13-755 and 8-13-760, regarding restrictions on employment by former publ ic official; Section 8-
13-775, prohibiting public official with economic interests from acting on contracts; Section 8-13-790, regarding recovery 
of kickbacks; Section 8-13-1150, regarding statements to be filed by consultants; and Section 8-1 3-1342, regarding 
restrictions on contributions by contractor to candidate who participated in awarding of contract. The state may rescind any 
contract and recover all amounts expended as a result of any action taken in violation of this provision. If contractor 
participates, directly or indirectly, in the evaluation or award of public contracts, including without limitation, change 
orders or task orders regarding a public contract, contractor shall, if required by law to file such a statement, provide the 
statement required by Section 8-13-1150 to the procurement officer at the same time the law requires the statement to be 
filed. 

OMIT TAXES FROM PRICE 

Do not include any sales or use taxes in Your price that the State may be required to pay. 

PUBLIC OPENING 

Offers will be publicly opened at the date/time and at the location identified on the Cover Page, or last Amendment, 
whichever is applicable. 

QUESTIONS FROM OFFERORS 

(a) Any prospective offeror desiring an explanation or interpretation of the solicitation, drawings, specifications, etc. , must 
request it in writing. Q uestions must be received by the Procurement Officer no later than five (5) days prior to openirtg 
unless otherwise stated on the Cover Page. Label any communication regarding your questions with the name of the 
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procurement officer, and the solicitation's title and number. Oral explanations or instructions will not be binding. Any 
infonnation given a prospective offeror concerning a solicitation will be furnished promptly to all other prospective offerors 
as an Amendment to the solicitation, if that infonnation is necessary for submitting offers or if the lack of it would be 
prejudicial to other prospective offerors. (b) The State seeks to pennit maximum practicable competition. Offerors are 
urged to advise the Procurement Officer-- as soon as possible-- regarding any aspect of this procurement, including any 
aspect of the Solicitation, that unnecessarily or inappropriately limits full and open competition. 

REJECTION/CANCELLATION 

The State may cancel this solicitation in whole or in part. The State may reject any or all proposals in whole or in part. 

RESPONSIVENESS/IMPROPER OFFERS 

(a) Bid as Specified. Offers for supplies or services other than those specified will not be considered unless authorized by 
the Solicitation. 

(b) Multiple Offers. Offerors may submit more than one Offer, provided that each Offer has significant differences other 
than price. Each separate Offer must satisfy all Solicitation requirements. If this solicitation is an Invitation for Bids, each 
separate offer must be submitted as a separate document. If this solicitation is a Request for Proposals, multiple offers may 
be submitted as one document, provided that you clearly differentiate between each offer and you submit a separate cost 
proposal for each offer, if applicable. 

(c) Responsiveness. Any Offer which fai ls to conform to the material requirements of the Solicitation may be rejected as 
nonresponsive. Offers which impose conditions that modify material requirements of the Solicitation may be rejected. If a 
fixed price is required, an Offer will be rejected if the total possible cost to the State cannot be determined. Offerors will 
not be given an oppmtunity to correct any material nonconformity. Any deficiency resulting from a minor informality may 
be cured or waived at the sole discretion of the Procurement Officer. 

(d) Price Reasonableness: Any offer may be rejected if the Procurement Officer determines in writing that it is 
unreasonable as to price. 

(e) Unbalanced Bidding. The State may reject an Offer as nonresponsive if the prices bid are materially unbalanced 
between line items or subline items. A bid is materially unbalanced when it is based on prices significantly less than cost 
for some work and prices which are significantly overstated in relation to cost for other work, and if there is a reasonable 
doubt that the bid will result in the lowest overall cost to the State even though it may be the low evaluated bid, or if it is so 
unbalanced as to be tantamount to allowing an advance payment. 

RESTRICTIONS APPLICABLE TO OFFERORS 

Violation of these restrictions may result in disqualification of your offer, suspension or debannent, and may constitute a 
violation of the state Ethics Act. (a) After issuance ofthe solicitation, All communications must be solely with the 
Procurement Officer. This restriction may be lifted by express written pennission from the Procurement Officer. This 
restriction expires once a contract has been formed. (b) Unless otherwise approved in writing by the Procurement Officer, 
you agree not to give anything to any Using Governmental Unit or its employees, agents or offlcialf prior to award. 

SIGNING YOUR OFFER 

Every Offer must be signed by an individual with actual authority to bind the Offeror. (a) lfthe Offeror is an individual, 
the Offer must be signed by that individual. If the Offeror is an individual doing business as a firm, the Offer must be 
submitted in the firm name, signed by the individual, and state that the individual is doing business as a firm. (b) If the 
Offeror is a partnership, the Offer must be submitted in the partnership name, followed by the words by its Partner, and 
signed by a general partner. (c) If the Offeror is a corporation, the Offer must be submitted in the corporate name, followed 
by the signature and title of the person autl10rized to sign. (d) An Offer may be submitted by a joint venturer involving any 
combination of individuals, partnerships, or corporations. If the Offeror is a joint venture, the Offer must be submitted in 
the name of the Joint Venture and signed by every participant in the joint venture in the manner prescribed in paragraphs (a) 
through (c) above for each type of participant. (e) l fan Offer is signed by an agent, other than as stated in subparagraphs 
(a) through (d) above, the Offer must state that is has been signed by an Agent. Upon request, Offeror must provide proof 
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of the agent's authorization to bind the principal. 

STATE OFFICE CLOSINGS 

If an emergency or unanticipated event intenupts normal government processes so that offers cannot be received at the 
government office designated for receipt of bids by the exact time specified in the solicitation, the time specified for receipt 
of offers will be deemed to be extended to the same time of day specified in the solicitation on the first work day on which 
normal government processes resume. In lieu of an automatic extension, an Amendment may be issued to reschedule bid 
opening. If state offices are closed at the time a pre-bid or pre-proposal conference is scheduled, an Amendment will be 
issued to reschedule the conference. Useful information may be available at: 
http://www.scemd.org/scgovweb/weather alert.html 

SUBMITTING CONFIDENTIAL INFORMATION 

(An overview is available at www.procurement.sc.gov) For every document Offeror submits in response to or with regard 
to this solicitation or request, Offeror must separately mark with the word "CONFlDENTlAL" every page, or portion 
thereof, that Offeror contends contains information that is exempt from public disclosure because it is either (a) a trade 
secret as defined in Section 30-4-40(a)(l ), or (b) privileged and confidential. For every document Offeror submits in 
response to or with regard to this solicitation or request, Offeror must separately mark with the words "TRADE SECRET" 
every page, or portion thereof, that Offeror contends contains a trade secret as that term is defined by Section 39-8-20 of the 
Trade Secrets Act. For every document Offeror submits in response to or with regard to this solicitation or request, Offeror 
must separately mark with the word "PROTECTED" every page, or portion thereof, that Offeror contends is protected. All 
markings must be conspicuous; use color, bold, underlining, or some other method in order to conspicuously distinguish the 
mark from the other text. Do not mark your entire response {bid, proposal, quote, etc.) as confidential, trade secret, or 
protected. If your response, or any part thereof, is improperly marked as confidential or trade secret or protected, the State 
may, in its sole discretion, determine it nonresponsive. If only portions of a page are subject to some protection, do not 
mark the entire page. By submitting a response to this solicitation or request, Offeror (1 ) agrees to the public disclosure of 
every page of every document regarding this solicitation or request that was submitted at any time prior to entering into a 
contract (including, but not limited to, documents contained in a response, documents submitted to clarify a response, and 
documents submitted during negotiations), unless the page is conspicuously marked "TRADE SECRET" or 
"CONFIDENTIAL" or "PROTECTED", {2) agrees that any information not marked, as required by these bidding 
instructions, as a "Trade Secret" is not a trade secret as defined by the Trade Secrets Act, and (3) agrees that, 
notwithstanding any claims or markings otherwise, any prices, commissions, discounts, or other financial figures used to 
determine the award, as well as the final contract amount, are subj ect to public disclosure. In determining whether to release 
documents, the State will detrimentally rely on Offeror's marking of documents, as required by these bidding instructions, 
as being either "Confidential" or "Trade Secret" or "PROTECTED". By submitting a response, Offeror agrees to defend, 
indemnify and hold harmless the State of South Carolina, its officers and employees, from every claim, demand, loss, 
expense, cost, damage or injury, including attorney's fees, arising out of or resulting from the State withholding information 
that Offeror marked as "confidential" or "trade secret" or "PROTECTED". (All references to S.C. Code of Laws.) 
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SUBMITTING YOUR OFFER OR MODIFICATION 

(a) Offers and offer modifications shall be submitted in sealed envelopes or packages (unless submitted by electronic 
means)- (1) Addressed to the office specified in the Solicitation; and (2) Showing the time and date specified for opening, 
the solicitation number, and the name and address of the bidder. (b) If you are responding to more than one solicitation, 
each offer must be submitted in a different envelope or package. (c) Each Offeror must submit the number of copies 
indicated on the Cover Page. (d) Offerors using commercial carrier services shall ensure that the Offer is addressed and 
marked on the outermost envelope or wrapper as prescribed in paragraphs (a)(l) and (2) of this provision when delivered to 
the office specified in the Solicitation. (e) Facsimile or e-mail offers, modifications, or withdrawals, will not be considered 
unless authorized by the Solicitation. (f) Offers submitted by electronic commerce shall be considered only if the electronic 
commerce method was specifically stipulated or permitted by the solicitation. 

TAX CREDIT FOR SUBCONTRACTING WITH DISADVANTAGED SMALL BUSINESSES 

Pursuant to Section 12-6-3350, a taxpayer having a contract with this State who subcontracts with a socially and 
economically disadvantaged small business is eligible for an income tax credit equal to four percent of the payments to that 
subcontractor for work pursuant to the contract. The subcontractor must be certified as a socially and economically 
disadvantaged small business as defined in Section 11-35-5010 and regulations pursuant to it. The credit is limited to a 
maximum of fifty thousand dollars annually. A taxpayer is eligible to claim the credit for ten consecutive taxable years 
beginning with the taxable year in which the first payment is made to the subcontractor that qualifies for the credit. After 
the above ten consecutive taxable years, the taxpayer is no longer eligible for the credit. A taxpayer claiming the credit 
shall maintain evidence of work performed for the contract by the subcontractor. The credit may be claimed on Form TC-
2, "Minority Business Credit." A copy of the subcontractor's certificate from the Governor's Office of Small and Minority 
Business (OSMBA) is to be attached to the contractor's income tax return. Questions regarding the tax credit and how to 
file are to be referred to: SC Department of Revenue, Research and Review, Phone: (803) 898-5786, Fax: (803) 898-
5888. Questions regarding subcontractor certification are to be referred to: Governor's Office of Small and Minority 
Business Assistance, Phone: (803) 734-0657, Fax: (803) 734-2498. 

TAXPAYER IDENTIFICATION NUMBER 

(a) If Offeror is owned or controlled by a common parent as defined in paragraph (b) of this provision, Offeror shall submit 
with its Offer the name and TIN of common parent. 
(b) Definitions: "Common parent," as used in this provision, means that corporate entity that owns or controls an affiliated 
group of corporations that files its Federal income tax returns on a consolidated basis, and of which the offeror is a member. 
"Taxpayer Identification Number (TIN)," as used in this provision, means the number required by the Internal Revenue 

Service (IRS) to be used by the offeror in reporting income tax and other returns. The TIN may be either a Social Security 
Number or an Employer Identification Number. 
(c) If Offeror does not have a TIN, Offeror shall indicate if either a TIN has been applied for or a TIN is not required. If a 
TIN is not required, indicate whether (i) Offeror is a nomesident alien, foreign corporation, or foreign partnership that does 
not have income effectively connected with the conduct of a trade or business in the United States and does not have an 
office or place of business or a fiscal paying agent in the United States; (ii) Offeror is an agency or instrumentality of a state 
or local government; (iii) Offeror is an agency or instrumentality of a foreign government; or (iv) Offeror is an agency or 
instrumentality of the Federal Government. 

You must have a state vendor number to be eligible to submit an offer. To obtain a state vendor number, visit 
www.procurement.sc.gov and select New Vendor Registration. (To determine if your business is already registered, go to 
"Vendor Search"). Upon registration, you will be assigned a state vendor number. Vendors must keep their vendor 
information current. If you are already registered, you can update your information by selecting Change Vendor 
Registration. (Please note that vendor registration does not substitute for any obligation to register with the S.C. Secretary 
of State or S.C. Department of Revenue. You can register with the agencies at http://www.scbos.com/default.htrn) 

[As a reminder, if the Treasurer's Office establishes a contract in which invoices are paid by the Comptroller 
General through the SCEIS system, the vendor/contractor will need to be registered, at a minimum, in time for an 
award. 
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WITHDRAWAL OR CORRECTION OF OFFER 

Offers may be withdrawn by written notice received at any time before the exact time set for opening. If the Solicitation 
authorizes facsimile offers, offers may be withdrawn via facsimile received at any time before the exact time set for 
opening. A bid may be withdrawn in person by a bidder or its authorized representative if, before the exact time set for 
opening, the identity of the person requesting withdrawal is established and the person signs a receipt for the bid. 
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II. INSTRUCTIONS TO OFFERORS -- B. SPECIAL INSTRUCTIONS 

BIDDERS 

Bidders may not be State employees or State Officials. 

CONTENTS OF OFFER (RFP) 

(a) Offers should be complete and carefully worded and should convey all of the information requested. 
(b) Offers should be prepared simply and economically, providing a straightforward, concise description of offeror's 
capabilities to satisfy the requirements of the RFP. Emphasis should be on completeness and clarity of content. 
(c) Each copy of your offer should be bound in a single volume where practical. All documentation submitted with your 
offer should be bound in that single volume. 
(d) lfyour offer includes any comment over and above the specific information requested in the solicitation, you are to 
include this information as a separate appendix to your offer. Offers which include either modifications to any of the 
solicitation's contractual requirements or an offeror's standard terms and conditions may be deemed non-responsive and not 
considered for award. 

CLARIFICATION 

The Procurement Officer may elect to communicate with you after opening for the purpose of clarifying either your offer or 
the requirements of the solicitation. Such communications may be conducted only with offerors who have submitted an 
offer which obviously conforms in all material aspects to the solicitation. Clarification of an offer must be documented in 
writing and included with the offer. Clarifications may not be used to revise an offer or the solicitation. 

DISCUSSIONS and NEGOTIATIONS 

Submit your best terms from a cost or price and fi:om a technical standpoint. Your proposal may be evaluated and your 
offer accepted without any discussions, negotiations, or prior notice. Ordinarily, nonresponsive proposals will be rejected 
outright. Nevertheless, the State may elect to conduct discussions, including the possibility of limited proposal revisions, 
but only for those proposals reasonably susceptible of being selected for award. If improper revisions are submitted, the 
State may elect to consider only your unrevised initial proposal. The State may also elect to conduct negotiations, beginning 
with the highest ranked offeror, or seek best and fmal offers. If negotiations are conducted, the State may elect to disregard 
the negotiations and accept your original proposal. 

MAGNETIC MEDIA- REQUIRED FORMAT (Modified) 

As noted on the cover page, an original hard copy of your offer must be accompanied by the specified number of copies in 
the following electronic format: compact disk (CD) in one of the following fonnats: CD-R; DVD ROM; DVD-R; or 
DVD+R. Formats such as CD-RW, DVD-RAM, DVD-RW, DVD-+RW, or DVLX are not acceptable and will result in the 
Offeror's proposal being rejected. Every CD must be labeled with offeror's name, solicitation number, and specify whether 
contents address technical proposal or business proposal. If multiple CD sets are provided, each CD in the set must be 
appropriately identified as to its relationship to the set, e.g., 1 of 2. Each CD must be identical to the · al hard File 
fonnat shall be MS Word 97 or later or Portable Document Fonnat as one document. 

SUBMITTING REDACTED OFFERS 

You are required to mark the original copy of your offer to identify any information that is exempt from public 
disclosure. You must do so in accordance with the clause entitled "Submitting Confidential Infonnation." In addition, you 
must also submit one complete copy of your offer from which you have removed any infonnation that you marked as 
exempt, i.e. , a redacted copy. The infonnation redacted should mirror in every detail the information marked as exempt 
from public disclosure. The redacted copy should (i) reflect the same pagination as the original, (ii) show the empty space 
from which information was redacted, and (iii) be submitted on magnetic media. (See clause entitled "Magnetic Media 
Required Fonnat.") Except for the redacted information, the CD must be identical to the original hard copy and accessible 
for reproduction by MMO. Portable Document Format (.pdf) as one document is preferred. 
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;rhe STATE TREASURER'S OFFICE picks up all mail from The US Postal Service once daily around 
· weekends and hoi" See entitled Deadline for Submission of Offer. 

In competitive sealed proposals, prices will not be divulged at opening. 
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Overview 

The South Carolina Retirement Systems administers five (5) defined benefit pension plans that provide lifetime service 
retirement benefits, as well as disability benefits and death benefits to eligible members and/or their surviving beneficiaries. 
The Plans are specified below. 

• The South Carolina Retirement System (SCRS) was established July 1, 1945, to provide retirement and other benefits 
for teachers and employees of the state and its political subdivisions. SCRS covers employees of public school 
districts, higher education institutions, and other participating local subdivisions of government. 

• The Police Officers Retirement System (PORS) was established July 1, 1962, to provide retirement and other benefits 
to police officers and firefighters. PORS also covers peace officers, coroners, probate judges and magistrates. 

• The Retirement System for Members of the General Assembly of the State of South Carolina (GARS) was established 
January 1, 1966, to provide retirement and other benefits to members of the General Assembly. 

• The Retirement System for Judges and Solicitors ofthe State of South Carolina (JSRS) was established July I, 1979, to 
provide retirement and other benefits to state judges and solicitors. JSRS also covers circuit public defenders. 

• The National Guard Retirement System (NGRS) was established July 1, 1975, to provide supplemental retirement 

benefits to members who served in the South Carolina National Guard. 

The State Treasurer is the custodian of public funds for the State of South Carolina and the defined benefit pension funds 

administered by the South Carolina Retirement Systems. State funds are managed and invested by the Office of State 

Treasurer ("State Treasurer") while pension funds are administered and accounted for by the South Carolina Retirement 
Systems ("Retirement System") and invested by the Retirement System Investment Commission ("Commission"). 

As custodian, the State Treasurer is coordinating with other stakeholders in the review, evaluation, and selection of global 

custodial banking services and securities lending services. These stakeholders are: 1) the Office ofthe State Treasurer, 
which invests public funds for the state of South Carolina and manages a Local Government Investment Pool; 2) the 

Retirement System Investment Commission, which is responsible for investing the assets of five defined benefit pension 

plans operating under the law; and 3) the South Carolina Retirement Systems, which administers the five pension plans, 
provides financial accounting and reporting for the pension trust funds and is the official book of record for these pension 

funds. The State Treasurer is seeking a global custodian and securities lending agent(s) who are best able to meet the 

general and specific duties and responsibilities of each stakeholder in managing, investing, and accounting of funds. 

We invite your organization to visit State of South Carolina at www.treasurer.sc.gov, www.retirement.sc.gov and 
www.rsic.sc.gov for all relevant information regarding the Office of the State Treasurer, Retirement Systems, and the 
Investment Commission, accordingly. 

Investment Structure and Asset Pools 

Office of the State Treasurer: The Office of the State Treasurer is responsible for the management of the State General 
Account and the Local Government Investment Pool (LGIP). As of June 30, 2011, the General Account and the LGIP had 
a market value of $7.3 billion and $2.7 billion, respectively. The table below enumerates the account structure of the 
General Account and LGIP. 

Account Name 

GENERAL DEPOSIT-BLOCK TRADING 

GENERAL FUND 

ORDINARY SINKING FUND 
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Fixed Income 

Fixed Income 

Fixed Income 

Securities Lending 
Partici ation 

No 

Yes 

Yes 
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INSURANCE RESERVE FUND Fixed Income Yes 

STATE INVESTMENT POOL Fixed Income Yes 

LONG TERM POOL Fixed Income Yes 

TREASURY FUND Fixed Income Yes 

EDUCATIONAL IMPROVEMENT ACT OF 1984 Fixed Income No 

TREASURER- LOCAL GOVT INV POOL Fixed Income Yes 

FED STUDENT LOAN RESERVE FUND Fixed Income No 

AGENCY OPERATING FUND Fixed Income No 

TUITION- PREPAID PROGRAM Fixed Income Yes 

TUITION -NIB Fixed Income No 

LTDI TRUST FUND Fixed Income Yes 

SCRID TRUST FUND Fixed Income Yes 

TREASURER - GENERAL DEPOSIT Fixed Income 

HEALTHCARETOBACCOTAXEXEMPT Fixed Income 

TAX EXEMPT Fixed Income 

South Carolina Retirement Systems: As of June 30, 20 II , the Retirement Systems had a market value of $26 billion. The 
Systems are invested in multiple asset classes. The table below lists the investment structure to date. 

TIMES SQUARE CAPITAL 
Manager Directed Common Stocks Yes 

MANAGEMENT 

PYRAMIS (FIDELITY) Manager Directed Common Stocks Yes 

TURNER INVESTMENTS Manager Directed Common Stocks Yes 

TSW Manager Directed Common Stocks Yes 
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INTEGRITY Manager Directed Common Stocks Yes 

ARONSON Manager Directed Common Stocks Yes 
RUSSELL SM-MlD CAP 

Manager Directed Equities - Transition Account No TRANSITIONS 

RUSSELL LARGE CAP TRANSITIONS Manager Directed Equities - Transition Account No 

DIMENSIONAL FUND ADVISORS Commingled Emerging Markets Equity No 

SCHRODERS Commingled Markets Equity No 

CAPITAL INTERNATIONAL Commingled Emerging Markets Equity No 

Wll..LIAM BLAIR Commingled Emerging Markets Equity No 

LSV ASSET MANAGEMENT Commingled Emerging Markets Equity No 

ABERDEEN Commingled Emerging Markets Equity No 

Futures; Currency FX; US T-Bills; 
RUSSELL - OVERLAY Manager Directed TBA's; Available Cash; Daily VM's paid No 

from this account 

One Account that will post all SWAP 
RUSSELL - SWAPS Manager Directed trades in all asset classes and with No 

different counter-parties 

RUSSELL-BARCLAYS Broker Pledged Collateral held by 
No 

COLLATERAL BNYM 
RUSSELL- MORGAN STAN LEY Broker Pledged Collateral held by 

No 
COLLATERAL BNYM 
RUSSELL - CREDIT SUISSE Broker Pledged Collateral held by 

No 
COLLATERAL BNYM 
RUSSELL- JP MORGAN Broker Pledged Collateral held by 

No COLLATERAL BNYM 
RUSSELL- DEUTSCHE BANK Broker Pledged Collateral held by 

No COLLATERAL BNYM 

RUSSELL- UBS COLLATERAL 
Broker Pledged Collateral held by 

No 
BNYM 

RUSSELL - BNP PARIBAS Broker Pledged Collateral held by 
No COLLATERAL BNYM 

RUSSELL - MERRILL LYNCH 
Broker Pledged Collateral held by 

No BNYM 

RUSSELL - SOCIETE' GENERALE 
Broker Pledged Collateral held by 

No 
BNYM 

AQUILINE CAPITAL MANAGEMENT Ltd Partnership Aquiline Financial Services Fund LP No 

PANTHEON USA Ltd Partnership Pantheon USA Fund VII, LP No 

PANTHEON EUROPE Ltd Pmtnership Pantheon Europe Fund V (GLOBAL) No 

APAX EUROPE VII Ltd APAX Europe VII Fund (GLOBAL) No 

BRIDGEPOINT EUROPE IV Ltd Pattnership Bridgepoint Europe IV, LP No 
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CAROUSEL CAPITAL PART'S FUND 
illLP 

CRESTVIEW PE 

PAUL CAPITAL PARTNERS PE 

W ARBURG PINCUS PE 

TRUEBRIDGE CAPITAL PE 

CLAYTON, DUBILIER & RICE PE 

LEXINGTONPARTNERSPE 

GOLDMAN SACHS MEZZ 

SQUARE 1 VENTURES PE 

NORTHSTAR CAPITAL PE 

NE UBERGER BERMAN 

WELSH CARSON 

VENTURE INVESTMENT 
MANAGERS LP 

INDUSTRY VENTURES 

TRUEBRIDGE CAPITAL II 
AQUTI.-INE CAPITAL MANAGEMENT 
II 
AZALEA CAPITAL 

LEXINGTON PARTNERS VII 

RANIERI - SC CONDUIT 

INDUSTRY VENTURES VI 

CAROUSEL CAPITAL PARTNERS IV 

TRUEBRIDGE 2 SIDECAR 

AQUILINE CO-INVEST 

AZALEA SIDECAR 

LEXINGTON II SIDECAR 

AQUILINE II CO-INVEST 

RANIERI- SC CO-INVESTMENT 
PARTNERSHIP 

TORCHLIGHT 

US REIF COLUMBIA 

LONESTAR 

CARLYLE 

OCH-ZlFF 

GREYSTAR 

LOON.ITSSAYLESGLOBALFIXED 
INCOME. 
MONDRIAN GLOBAL FIXED 
INCOME 

W AMCO GLOBAL FIXED INCOME 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Patinership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Pattnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Ltd Partnership 

Cotmningled Fund 

Ltd 

Ltd Partnership 

Ltd Patinership 

Ltd Pruinership 

Commingled Fund 

Commingled Fund 

Commingled Fund 
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Carousel Capital Partners III, LP No 

Crestview Capital Partners LP No 

Paul Capital Partners IX LP No 

Warburg Pincus X LP No 

CVE Endowment Fund I LP No 

Clayton Dubilier & Rice VIII LP No 

Lexington Capital Partners LP No 

GS Mezzanine Partners V LP No 

Square 1 Ventures LP No 

Northstar Mezzanine Partners V LP No 

NB Secondary Oppty II No 

Welsh Carson & Stowe XI LP No 

Venture Investment Managers LP No 

Industry Ventures Fund V LP No 

CVE Endowment Fund I LP No 

Aquiline Financial Services Fund LP No 

The Azalea Fund ill, L.P. No 

Lexington Capital Partners LP No 

SC Financing Conduit LLC No 

SC Private Equity LP No 

SC Private Equity LP No 

CVE Endowment Fund I LP No 

Aquiline Financial Services Fund LP No 

The Azalea Fund ill, L.P. No 

Lexington Capital Partners LP No 

Aquiline Financial Services Fund LP No 

Ranieri No 

lNG Clarion Debt Opportunity Fund III No 

US REIF Columbia No 

LONESTAR No 

Carlyle No 

OCH-ZIFF No 

Greystar No 

Loomis Collective Investment Trust No 

Mondrian Global Fixed Income No 

Western Asset Global Multi-Strategy No 
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LOOMIS SAYLES HIGH YIELD Commingled Fund Loomis Sayles High Yield lnv Trust No 

PIMCOFIXED Manager Directed Fixed Income Securities Yes 

BLACKROCK FIXED Manager Directed Fixed Income Securities Yes 

POST - HlGH YIELD Manager Directed Fixed Income Securities Yes 

PENN- HIGH YIELD Manager Directed Fixed Income Securities Yes 

JAMISON EATON & WOOD Manager Directed Fixed Income Securities Yes 

STRATEGOS Manager Directed Fixed Income Securities Yes 

POST LIMITED TERM HIGH YIELD Manager Directed Fixed Income Securities Yes 

TCW FIXED INCOME TRANSITION Manager Directed Fixed Income-Transition Account Yes 

MARINER FIXED INCOME 
Manager Directed Fixed Income-Transition Account Yes 

TRANSITION 

PIMCO FIXED INCOME TRANSITION Manager Directed Fixed Income-Transition Account Yes 

BLACKROCK TRANSITION Manager Directed Fixed Income-Transition Account Yes 

BRIDGEWATER Commingled Fund Pure Alpha Fund II Series CXLI No 

MORGAN STANLEY Commingled Fund Thirteen ( 12) Funds as of 08/31/2009 No 

GAM PURE ALPHA STRATEGY Commingled Fund GAM USA Inc No 

EN TRUST PURE ALPHA STRATEGY Commingled Fund Deutsche Bank (Cayman) Limited No 

GROSVENOR PURE ALPHA 
Commingled Fund Grosvenor Pure Alpha Strategy Fund No 

STRATEGY 
GOTIEX MKT NEUTRAL PLUS PORT 

Commingled Fund GOTIEX Market Neutral Plus No 
ALPHA 

WLROSS Commingled Fund Absolute Recovery Hedge Fund LP No 

LOOMIS SAYLES CREDIT LIS Commingled Fund LIS FUND No 

CHILTON Hedge Fund Chilton Investment Company No 

BRIDGEWATER - MAJOR MARKETS 
Hedge Fund Bridgewater No 

II 
MORGAN STANLEY TRANSITION Manager Directed LP Fund Transition Account No 

A VENUE CAPITAL Ltd Partnership A venue Capital LP Yes 

ANGELO GORDON Ltd Partnership Angelo Gordon LP No 

SANKATY Ltd Partnership Sankaty Credit Opportunities IV No 

SELENE Ltd Partnership Selene Residential Mortgage LP No 

DE SHAW OPPORTUNITY Ltd Partnership DE Shaw Strategic Partnership No 

WL ROSS - WHOLE LOANS (PPIP) Ltd Partnership WL Ross PIPP Fund No 

SELENE II Ltd Partnership Selene Residential Mortgage LP No 

AVENUE CAPITAL US FUNDS Ltd Partnership A venue Special Situations Fund VI No 
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STRATEGIC PARTNERSHIP-
Transition Account No 

TRANSITION 

MS- HIGH YIELD FIXED INCOME No 

MS-HEDGEFUNDS No 

MS - REAL ASSETS No 

MS - PRIVATE MARKETS No 

MS - OPPORTUNISTIC CREDIT No 

MS- CASH & OTHER No 

TCW- HIGH YIELD FIXED INCOME No 

TCW- HEDGE FUNDS No 

TCW- REAL ASSETS No 

TCW - PRIVATE MARKETS No 

TCW - OPPORTUNISTIC CREDIT No 

TCW- CASH & OTHER No 

MARINER- HIGH YIELD FIXED 
No 

INCO:ME 

MA~R-HEDGEFUNDS No 

MARINER- REAL ASSETS No 

MARINER- PRIVATE MARKETS No 

MARINER - OPPORTUNISTIC 
No 

CREDIT 

MARINER - CASH & OTHER No 

MARINER - SHORT DURATION No 

JPM- HIGH YIELD FIXED INCOME No 

JPM- HEDGE FUNDS No 

JPM- REAL ASSETS No 

JPM- PRIVATE MARKETS No 

JPM- OPPORTUNISTIC CREDIT No 

JPM - CASH & OTHER No 

APOLLO - HIGH YIELD FIXED 
No 

INCOME 

APOLLO-HEDGEFUNDS No 

APOLLO - REAL ASSETS No 

APOLLO - PRIVATE MARKETS No 

APOLLO - OPPORTUNISTIC CREDIT No 

APOLLO - CASH & OTHER No 

APOLLO - SHORT DURATION No 

APOLLO - CORE FIXED INCOME No 

GS -HIGH YIELD FIXED INCOME No 

GS -HEDGE FUNDS No 

GS - REAL ASSETS No 
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GS - PRIVATE MARKETS No 

GS - OPPORTUNISTIC CREDIT No 

GS - CASH & OTHER No 

GS- SHORT DURATION No 

GS-GTAA No 

DE SHAW - HIGH YIELD FIXED 
No 

INCO:ME 

DESHAW-HEDGEFUNDS No 

DESHAW- REAL ASSETS No 

DESHAW - PRIVATE MARKETS No 

DESHAW - OPPORTUNISTIC 
No 

CREDIT 

DE SHAW - CASH & OTHER No 

RESERVOIR- HIGH YIELD FIXED 
No 

INCOME 

RESERVOIR- HEDGE FUNDS No 

RESERVOIR- REAL ASSETS No 

RESERVOIR- PRIVATE MARKETS No 

RESERVOIR- OPPORTUNISTIC 
No 

CREDIT 

RESERVOIR- CASH & OTHER No 

GSO - HIGH YIELD FIXED INCOME No 

GSO - HEDGE FUNDS No 

GSO - REAL ASSETS No 

GSO- PRIVATE MARKETS No 

GSO - OPPORTUNISTIC CREDIT No 

GSO - CASH & OTHER No 

GSO - CORE FIXED INCO:ME No 

LH - HIGH YIELD FIXED INCOME No 

LH-HEDGEFUNDS No 

LH - REAL ASSETS No 

LH - PRIVATE MARKETS No 

LH - OPPORTUNISTIC CREDIT No 

LH - CASH & OTHER No 

ENT-HIGH YLD FXD INC No 

ENT-HEDGE FUND No 

ENT-REAL ASSETS No 

ENT -PRIVATE MARKETS No 

ENT-OPPORTUNISTIC CR No 

ENT-CASH & OTHER No 

GSN-HIGH YLD FXD INC No 
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GSN-HEDGE FUND No 

GSN-REAL ASSETS No 

GSN-PRIVATE MARKETS No 

GSN-OPPORTUNJSTIC CR No 

GSN-CASH & OTHER No 

BKS-HIGH YLD FXD INC No 

BKS-HEDGE FUND No 

BKS-REAL ASSETS No 

BKS-PRIV ATE MARKETS No 

BKS-OPPORTUNISTIC CR No 

BKS-CASH & OTHER No 

RAN-HIGH YLD FXD INC No 

RAN-HEDGE FUND No 

RAN-REAL ASSETS No 

RAN-PRIVATE MARKETS No 

RAN-OPPORTUNISTIC CR No 

RAN-CASH & OTHER No 

AVE-HIGH YLD FXD INC No 

AVE-HEDGE FUND No 

AVE-REAL ASSETS No 

AVE-PRIVATE MARKETS No 

AVE-OPPORTUNISTIC CR No 

AVE-CASH & OTHER No 

GMO STRATEGIC OPPORTUNITY Commingled Fund GMO Strategic Opportunity Allocation No 
PUTNAM GLOBAL TACTICAL 

Commingled Fund Putnam Global No 
ASSET 
BRIDGEWATER GLOBAL TACTICAL 

Commingled Fund Bridgewater All Weather Portfolio No ASSET 

GMO MULTI-STRATEGY Commingled Fund GMO Multi-Strategy Fund No 

SCRS INTERNAL CASH Cash Various No 

SCRS FIXED INCOME POOL - MT A Fixed Income Various Yes 

SCRS SHORT DURATION -1 TO 3 Fixed Income Short Duration Bonds Yes 

SCRS INTERNAL Fl - SEC LENDING Cash Various No 

SEC LENDING REVENUE Cash Various No 

SOUTH CAROLINA RETIREMENT 
PLAN UNITS of the MT A No 

SYSTEM 
RETIREMENT - 2% CASH ACCOUNT Cash Other Short-Te1m Investments No 
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RETIREMENT CASH- NIB Cash Tri-Party REPOS No 

POLICE OFFICERS RETIREMENT 
PLAN UNITS of the MT A No 

TRUST 

POLICE - 2% CASH ACCOUNT Cash Other Short-Term Investments No 

POLICE CASH -NIB Cash Tri-Party REPOS No 

JUDGES & SOUCITORS OF STATE 
PLAN UNITS ofthe MTA No 

OFSC 
JUDGES & SOLICITORS - 2% CASH 

Cash Other Short-Term Investments No 
ACCOUNT 

JUDGES CASH - NIB Cash Tri-Party REPOS No 

MEMBERS OF THE GENERAL 
PLAN UNITS of the MTA No 

ASSEMBLY 
GENERAL ASSEMBLY- 2% CASH 

Cash Other Short-Term Investments No 
ACCOUNT 

GEN ASSEMBLY CASH- NIB Cash Tri-Party REPOS No 

NATIONAL GUARD RETIREMENT 
PLAN UNITS of the MT A No 

SYSTEM 
NATIONAL GUARDS - 2% CASH 

Cash Other Short-Term Investments No 
ACCOUNT 

NAT GUARDS CASH - NIB Cash Tri-Party REPOS No 

MCM- DAILY GLOBAL ALPHA I Commingled Fund Fund Liquidated 05/1/2009 

BENSON (WELLS CAPITAL) Manager Directed Manager Terminated 7122/10 

BATTERYMARCH Terminated 

PZENA Terminated Manager Terminated 08/25108 

WCM Manager Directed Manager Terminated 6/22/ 10 

LEGGMASON Manager Directed Manager Terminated 6/22110 

CLARNEST Manager Directed Manager Terminated 6121/10 

BGI S&P ALPHA TILTS Terminated Fund Liquidated 0811/2008 

RUSSELL 2000 INDEX Terminated 

STATE STREET S&P 500 FLAGSHIP Terminated Fund Liquidated 07122/2008 

BGIEAFE Terminated Fund Liquidated 10/20/2008 

TCW PRIVATE EQUITY Ltd Partnership Transferred to RSOF6751152 

TCW-CRESCENT MEZZ PE Ltd Partnership Transferred to RSOF6751142 

DESHAW Commingled Fund Transferred to RSOF6751622 

FRONTPOINT Commingled Fund Frontpoint Multi-Strategy Fund 

MARINER Commingled Fund Transferred to RSOF6751222 

MS STRATEGIC PARTNER Commingled Fund Transferred to Various SP Accounts 

JP MORGAN STRATEGIC PARTNERS Commingled Fund Account Not Used 
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GOLDMAN SACHS STRATEGIC 
Commingled Fund Account Not Used 

PARTNERS 

TCW STRATEGIC PARTNER Commingled Fund Transferred to RSOF675 I I 42 

~RSTRATEGICPARTNER Commingled Fund Account Not Used 

DE SHAW OPPORTUNISTIC Ltd Partnership 
Transferred to RSOF6751652-

REOPENED 
CREDIT AGRICOLE GLOBAL FIXED 

Commingled Fund Closed 9/6/11 
INCOM E 

KAPLAN Terminated 

SC TRANSITION A/C Terminated 

SC TRANSITION Terminated 

WELLINGTON MANAGEMENT Terminated 

SANFORD C BERNSTEIN & CO Terminated 

FLIPPEN BRUCE & PORTER Terminated 

ALLIANCE Terminated 

APPLEGATE Terminated 

SANDS Terminated 

SC TRANSITION A/C 2 Terminated 

US EQUITY TRANSITION Terminated 

CVCEUROPEV Terminated Investment Mandate revoked 

General Service Requirements 

The Office of the State Treasurer, Retirement Systems, and the Investment Commission require master custody services 
such as: plan/fund accounting, safekeeping, trade processing, asset servicing, on-line internet access, monthly accounting 
reports, support of annual GASB reports, corporate actions and proxy processing, and monthly accounting reconciliation 
with investment managers. All stakeholders are also interested to learn more about your firm's capabilities in the areas of 
performance measurement and analytics, drill down or fund look through, investment guideline compliance monitoring, 
risk analytics, alternative investment support, securities lending, and end of day short tenn cash sweeps. The stakeholders 
would like to keep track of all investments via advanced, user-friendly internet platform. A more robust reporting engine 
would be ideal. The custody bank is required to provide support for regulatory and GASB 28, 40, 53, etc. reporting 
requirements. Please note that State of South Carolina utilizes SAP GIL for the maintenance of accounting and investment 
records. The Retirement System prefers te have requires a general ledger interface in SAP format to expedite the transfer 
of records and the gain efficiencies. 

Performance measurement should include rate of return calculations (time weighted and internal rate of r eturn), universe & 
style group comparisons, portfolio characteristics relative to a benchmark, portfolio attribution, and risk adjusted rate of 
return statistics- Treynor ratio, Information ratio, Jensen's Alpha, Downside Risk Analysis and other relevant measures. 
Please note that all level of analytics and return calculations should be available at the total fund, asset class, composite, 
manager/portfolio levels. 

Another objective is to improve risk management and the investment oversight of the plans and/or funds. Consolidated 
reporting at the aggregate and asset class level for both custodied and non-custodied accounts is essential to effectuate a 
more robust risk management and investment oversight platform. Drill down or shadow accounting would be critical to 
both commingled funds/partnerships and mutual funds. Weekly "not in bank" asset collateral pricing is required and 
consolidated reporting of all cash balances both custodied and non-custodied accounts. The Investment Commission would 
like to fully understand your alternative investment administration support services for private equity, hedge funds, fund of 
funds, overlay, commodities, real estate, derivatives, and other investible asset classes. Your ability to provide solutions 
around capital call management and document management services would be given important consideration. In addition, 
the Investment Commission and the Retirement System use QED for limited investment portfolio management tracking of 
the internally managed cash/fixed-income accounts. Information feeds are necessary to be uploaded to QED. 

The stakeholders would like to review your organization's securities lending program. The stakeholders want to understand 
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how your organization mitigates risks from securities lending and the underlying risk/reward trade-off in participating in 
your program. 

The stakeholders realize that there are costs associated with a conversion or transition to a new service provider. The 
stakeholders do not want to incur such costs if a decision is made to move to a new custodian solution. Most importantly, 
the stakeholders expect a competitive fee structure for all participating plans or asset pools. 

The stakeholders' requirements hinge on seven cmcial elements: Commitment and Experience, Stability of Core Custody 
and Accounting Systems, Proactive Investment Manager Reconciliation Process, Smart and User Friendly On-line 
Interface, Robust Performance and Analytical Tools, Alternative Investment Support, and Intelligent Client Servicing. We 
believe that a best in class, best practice and partnership approach is beneficial to the State of South Carolina. 

The State of South Carolina has engaged Callan Associates to assist and provide guidance in the Custody Search and Due 
Diligence process. Your organization's participation, effort and commitment of resources are greatly appreciated. When 
responding to this request, we encourage you to describe the ways in which you believe your organization's service 
capability is unique or would add pruticular value. Please be succinct in your answers and, if certain services cannot be 
provided, please so state where appropriate. 
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INFORMATION FOR OFFERORS TO SUBMIT-- GENERAL 

Offeror shall submit a signed Cover Page and Page Two. Offeror should submit all other infonnation and documents 
requested in this part and in parts II.B. Special Instructions; III. Scope of Work; V. Qualifications; VITI. Bidding 
Schedule/Price Proposal; and any appropriate attachments addressed in section IX. Attachments to Solicitations. 

In addition to information requested elsewhere in this solicitation, offerors should submit the following information for 
purposes of evaluation. 

Please indicate which proposal you are participating in (check all that apply): 

D Custody with Securities Lending 

D Custody with No Securities Lending 

D Stand Alone Securities Lending 

NOTE: 

(A) Finns electing to submit a bundled (custody with securities lending) response should complete Custody and 
Safekeeping Services, Securities Lending Services and the Cost Proposal both Custody and Securities Lending Costs/Fees .. 

(B) Firms electing to submit a custody only bid should complete the Custody and Safekeeping Services and the Cost 
Proposal for Custody and Related Fees Only. 

(C) Firms electing to submit a securities lending only bid should complete Securities Lending Services and the Cost 
Proposal for Securities Lending Costs and Fees Only. 

CUSTODY AND SAFEKEEPING SERVICES 

A. Experience 
1) State your finn's lines ofbusiness. Where does custody of retirement plans fit within the organization as a service or 

product offering? 
2) List the office location (primary and secondary) from which the work is to be delivered. 
3) Please provide the number of tax-exempt clients and the aggregate market value as of June 30, 20 I 1. 
4) What is the approximate revenue contribution of your Institutional Trust and Custody Business to overall company 

revenue in percentage terms? 
5) Are there any current organizational issues (i.e., mergers, acquisitions, personnel changes, business concerns, etc.) at 

your institution that we should know about? Have there been any organizational issues over the last three years? 
6) Describe in detail any potential conflicts of interest your finn may have in the management ofthe Funds/Plans account, 

or in the alternative, state that no potential conflicts exist. 
7) Describe the objectives of your firm with respect to future growth, commenting on new products or services, additional 

resources, and size limitations. Explain your firm's goals and desires for expansion, particularly how such goals pertain 
to accepting new client business and the quality of service to all clients. Is there a limit to the number of new clients 
your finn will accept? At what point will your firm need to add additional staff? 

8) Provide the number of your organization's clients as categorized in the following matrix. Report aggregate values of 
their total assets under custody in US$ millions for periods specified. 

ota ax T IT E tT xempl rust an dC usto ly 1ents d cr OI n1y 
I' ' 11!!11' I, 

,, I I ,, I' ' I 

II II Total Number of Clients Asset Value · I, 

' ' 
l,j' "II, I ,, 

" 
ll '" ''"'I II' I' I. 1: '(US$ millions) 

2006 

2007 
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2008 

2009 

2010 

2011 (YTD) 

9) Provide the number of your organization's clients as categorized in the following matrix. Report aggregate values of 
their total assets under custody in U S$ millions for periods specified. 

u JC un P br F d c us to y 1ents d cr 01 DIY 
'I,,,, 1!• 

,, ' if l', l:ip•il' 1 I ill< Ji t ll· I 
.,, '1":<;1 .1'1 

! It I ;; , , Ass~t'Val~e ', ' ' 
,. 

' I , 'II' otaJ.Nu'mbe~. ofClien s' ' 
1( d 

1!'11' :IJ I'~··:, u,·l··, II' II 'I"' .. II II' :, 
'" :,,. '! l lll ,1, 

'; I ll;,,, ., 'I ,, " ,, I· 11 II ' ,• 
. ' (US$ millions) :ji 1!:. 'I :,Ill · , ·:> .. "Ja 1111 I·' 1 ·f' ,,, ' :•,, ,:, .. ,,•1i!iil.!l:1,,1;,., ,. 'I 'I· 

2006 

2007 

2008 

2009 

2010 

2011 (YTD) 

1 0) Provide the number of tax-exempt trust and custody accounts, including global custody clients, gained and/or lost 
for the periods listed in the following matrix. Report corresponding market values in US$ millions as of initiation date 
for clients gained and termination date for clients lost. 

T I T ota rust an us o IY 1ents d c t d cr 0 1 DIY 

111il 
,,, wn1·, <i:lients Ga'i~ed Clients Gained (US$ •"'Ciient~ 'Lost Clients Lost (US$ ' 

I ' II, ' tj+ I It 

11''1 million~) 11 ", (Nu~b~r) 
,,, 

million~ 
I 

.I II I (Number) ·I' I II 

2006 

2007 

2008 

2009 

2010 

2011 (YTD) 

11) List and describe all pending or threatened litigation, regarding Custody Services, against yow· organization. List and 
describe all agency supervision associated with the pending or threatened litigation. What has been your experience 
with regard to litigation or agency supervision over the past five years? 

12) Provide your organization's client distribution as specified in the following table. Report aggregate market values of 
total assets under custody in US$ mill ions as of June 30, 2011. 

T E a x- xemp1 1ent t c r sse 1ze IS ri U lOll A t s· n· t ·b r 
:I Distribution •: 

I 

Number, of Num tier of Aggr egate Market 
' :'' 

' I· ~'Clients I 
,,,, ., 

11Value , :1 
I' 

I I' 'I II Pla ns 
I 'I 

'11,', :nl II 1 '. II ·Iii!', ,, ''i!!::·. 1<11 "I . (US$ millions) l ·' , .. ;., .llii:ll•' 
' 

Taft Hartley-Union 
Below $500 million 
$500+ million to $1 billion 
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.Distribution 
' 

Number of Number of Aggregate Market 
'· " '·'I ' ,., . ., Clients 1L Plans I I 

, '' 1)Value ·'• "' I• 'II 

'"' 

,,. 
•ilf,dl ',,I ·:h II', •, 

:II !II !till•,: 11 1 til
1 ., 

''!' ' (VS$, millions) II'" ,,,.,, ., •d I 
I ,, ,,,. ;: 

' •I 

$1 + billion to $5 billion 
$5+ billion and Up 
Corporate 
Below $500 million 
$500+ million to $1 billion 
$1+ billion to $5 billion 
$5+ billion and Up 
Public Fund 
Below $500 million 
$500+ million to $1 billion 
$1 + billion to $5 billion 
$5+ billion and Up 
Endowments & Foundations, etc. 
Below $500 mill ion 
$500+ million to $1 billion 
$1 + biiiion to $5 billion 
$5+ billion and Up 
TOTAL 

B. Client Servicing 
l) What is your approach to client servicing and what would be the most distinct element of your client servicing 

approach that the FUNDSFunds would benefit from and consider exceptional relative to the custody industry? 
2) How do you propose to staff for the Funds both from a client servicing perspective and actual daily service deliverables 

point of view? Would you be able to provide biweekly conference calls if so desired? 
3) How will you oversee quality control and client satisfaction for the Funds? 
4) What is the turnover rate for the past three years of the client servicing staff to be assigned to the Funds? 
5) Please provide the names and bios including experience of the client servicing team members as follows and as 

specified in the table below: 
• Management Sponsor 
• Client Servicing Team 
• Custody and Accounting 
• Trade Processing and Securities Settlement, including Cash and Expense Reconciliation 

'iili11I•IJ!!'Name ,1 Responsibility 'i Location Number of Client Years with ' ' Yea'rs I ' 

' ' ii .. ,. I' I II iii Relatio~shlps I 'II' Experience !J!, •II ,, 
·,i"' 

,, Bank' •, 
i , .• ! .. II • ,, I r p.l ,, ' ilL 'II '·:I!, ·I Ill• II 

I 
I',,! and I l';ii 

I ltl\:iil I r1 I I J'! I •·I I I ''!, 
:: .. •;!'' I, A!i!'' ·'':u .:ihP:JIIil" ,., 'I '1[1!· I ,!11' ', 'li!t'''l I, ' ,il.jl'',.,!·· .. !I'Ll ' 

,,, I I :1: Credentials lli ... f,ilt ''''·' '1, I I ,, 1111 ,,,.,.,,:, ·:·· :111,' I ' 

6) How is contact handled generally? Single point of contact? 
7) Does the team handle other public fund clients, with a similar configuration as that of Funds? Please list other clients 

handled by the team. 
8) Discuss the working relationship and coordination between client servicing team and various operational staff. 
9) Do you have a dedicated unit for Public Funds? Please describe your structure. 
10) Does the client servicing staff(i.e., relationship manager and accountants) maintain a "procedures manual" for each 

client? What is the typical content of such a manual? 
11) How are requests for special reports treated? 
12) Please discuss opportunities, which your financial institution offers to clients for training and continuing education, and 

whether those educational opportunities would be available to the Funds. 
13) Are you able to provide different levels of training and education including on-site at a minimum of8 hours per year in 

Champaign and/or Chicago? 
14) Please provide tangible examples of "working partnership w/ clients" to develop best in class service and best practice 
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initiatives for clients. 
15) Indicate how customer satisfaction is monitored, and whether clients are provided with the ability to participate in the 

annual evaluations oftheir support group as well as overall service performances. If available, the custodian must 
provide the results of its most recent customer evaluation (name of customer may be deleted). 

16) Describe fully your support structure and services offered to client managed investment portfolios and operations. 
17) What is your procedure for handling complaints about the accuracy of your reports and analysis? 

C. Risk and Insurance 
1) Please address any substantive issues raised by independent auditors in your SSAE 16 and/or SAS 70 and issues 

published in your Form 10-Q. Provide a copy of the most recent annual report, Form 10-Q and SSAE 16 or SAS 70. 
Please label appropriately. 

2) Provide the following data and explain its implication. 

"'I i 11 Capitill Requirements " , 
Tier I Capital Ratio 
Total Capital Ratio 
Leverage Ratio 
Tangible Common Equity 

':1:,: 

Capital Base 
June 30, 2011 

1 'Actu~l ''I 
I 

j.Ji, 111; 

3) Provide your organization's current short tetm and long term credit rating. 

:1; Currertt Requirem1ents1
' ,Hili It •ll ' 

4) Please provide summary detail on the Stress Test that you recently conducted under the guidance of federal regulators. 
In addition, please provide guidance on how you intend to meet Basel III in terms of capital adequacy and liquidity. 

5) What is the nature and size of any "off balance sheet items" in your annual report and what are the three critical areas 
that pose the most at risk exposure to the bank? 

6) Describe the various types ofinsurance coverage and indemnification provided to protect clients of service(s) 
proposed. Each description should include: 

• Risk Coverage 
• Carriers 
• Levels 
• Limits 
• Deductibles 
• Expiration 

7) Please describe any pending or threatened litigation against your organization. Is there any agency supervision? What 
has been your experience with regard to litigation or agency supervision over the past five years? 

8) Does your organization subcontract any of the services required by the Funds? Kindly state contract vendor name and 
for which service a subcontractor would be used (e.g., subcustody network, pricing, accounting & reporting, intemet 
delivery, securities lending, performance measurement, proxy, etc.). 

9) Describe your business continuity and disaster recovery plans, including pandemic planning. When was the most 
recent test done? Indicate the date, scope, and results of the last testing of such emergency plan(s) and promptly repmt 
to the Funds the results of any test conducted subsequent to your response to this RFP. 

1 0) What will be the recovery time(s) and service level for critical custodial services in the case of a major disaster? 

D. Systems, R&D and Technology 
1) Please provide the Technology, R&D and Systems budgets (in actual US$ tetms) specific to trust and custody services 

over both the past three and next three years. 
2) Are custody systems shared by other areas of the bank? Are there any time or resource constraints applicable to any 

shared systemic usage? 
3) Provide a brief description of the infmmation delivery system or workstation for client interface. Describe the levels of 

service, if any. 
4) Is the above information delivery system subcontracted or in-house? If subcontracted, please specify the vendor name 

and release number, including the description of the relationship and how access to the source code is defined. 
5) What data is available in your organization's on-line delivery system (i.e., assets, transactions, corporate actions, 

pending trades, receivables, accruals, compliance checking, cash positions & management and forecasting, 
performance, analytics, etc.)? 

6) What information, current and historical, is provided and available on-line in raw data elements? Indicate when and 
how this information is available and accessible. 

7) What technical support and client service resources will be dedicated to the Funds account for the purposes of 
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installing, upgrading, supporting, troubleshooting, and maintaining your on-line client information delivery products? 
8) Is the main on-line delivery in Windows 2000, NT, XP, VISTA, Windows 7, Linux, MAC OS (Snow Leopard/Lion), 

and/or Internet delivery? Since when? 
9) Identify all hardware and/or software required of users to access yom reporting systems. 
10) What is the operational functionality of both full web enabled thin client and/or cloud computing client applications? 

,, ~unctionality Data Available in Date Available in Date 
Feed/Mart Web Introduced Cloud Introduced, 

.. ,, ' I,; ' (Specify Enabled- Computing Beta Test or 
,I I Protocol I Thin Client 

I r (Y..es or No) Not IJI ,, 
,. 

I' I 
"I; I' ' I, 

I I I .Format I (Yes or No) Available 
Iii 

1;1 ·1111 .. 
' ~requency) 

I' .I: •I ' I' . I, l 'l'!i! 
! I I '. I q,i :\ ~ I 

' oil~ 
I 

[ill ' l ; ~ I I' fIll! f I ;j 1'1 

Investment Accounting_ 
Assets at Cost, 
Amortized Cost, Fair 
Value and Transaction 
Reports (Trade date, full 
accrual) 
Financial Reporting 
Compliance with GASB 
25, 28, 40, 53, & 62 when 
im_plemented 
Security Level 
Information 
Cash Positions 
Cash Flow Module 
Net Asset Value 
Daily Pricing 
Income Tracking Report 
Corporate Actions 
Proxy Notification and 
Reminders, including 
Reporting 
Class Actions 
Trading Cost Analysis 
Daily Performance 
Basic Performance 
Measurement 
Advanced Analytics -
Universe Comparison, 
Attribution and 
Characteristics 
Investment Compliance 
and Monitoring Service 
Document Manager 
Securities Lending 
Market Information 
Custom Reporting 
Scheduler 
Instruction Processing 
(i.e., wires, capital calls, 
etc.) 
Others: (Specify) 

11) Is information access done "real time on-line" or nightly batch download for the on-line systems? 
12) Can we access your Internet deliverable (thin client) and test-drive the application? If yes, please provide the site name 
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and appropriate password. 
13) How current is your available on-line information and how frequently is it updated (i.e., real time - 5 to 20 minute 

delay, intraday (twice daily), end of day, or nightly batch load for next day morning access)? How many homs per day 
and days per year is it available? 

14) Can clients retrieve on-line information in a customized reporting format? If so, describe your custom reporting 
flexibility and limitations. Does the format suppott Dynamic Data Export (ODE) such that it is compatible with Excel 
or other popular PC-based software? 

15) What is yom vision over the next five years in terms of your technology and processing capabilities that will ensure 
your competitiveness and existence? 

16) Describe in full, your T + 1 and Straight Through Processing (STP) initiatives, including enhancements to your current 
processing environment. 

17) Are you operating in a "continuous processing" environment, wherein you can accommodate after hours trading and 
are you able to "price and value at will" at any given time of day? 

18) Please describe your "Cloud Computing" initiatives and how you envision the next evolution of your applications to 
meet the challenge over the next five years. 

19) Is your custody and accounting platform able to interface with various investment accounting systems? 

E. Trade Processing, Settlement and Custody 
l) Are you able to meet the following functions? 

• Accept daily instructions from investment managers and the Funds. 
• Advise investment managers of daily changes in cash equivalent balances. 
• lnunediately advise investment managers of additions or withdrawals from account. 
• Notify investment managers of tenders, rights, fractional shares or other dispositions of holdings. 
• Resolve any problems that investment managers may have relating to custodial account, including security 

pricing differences. 
• Safekeeping of securities. 
• Interest and dividend collection. 
• Process all investment manager transactions. 
• Collect proceeds from maturing securities. 
• Disburse all income or principal cash balances as directed. 
• Daily feed of beginning of day holdings and cash balances. 
• Provide monthly statements by investment manager account and consolidated statement of all assets on a plan 

and total trust levels. 
2) What is distinct about your custodial capabilities that we should know about for both domestic and international 

(equities and fixed income) securities? 
3) What is distinct about your safekeeping capability in the areas of derivatives, structured instruments and non-traditional 

asset classes? 
4) Please describe your ability to safekeep physicals, including vaulting capabilities. 
5) Briefly describe the method and frequency of reconciling the custodian's positions with its depositories and sub

custodians and managers. 
6) What securities have been misplaced or lost during the last three years? If any have been misplaced, describe the 

circumstance(s) and what was done to conect the problem. 
7) Briefly describe the procedures used to ensure that physical securities are properly registered, transferred and in 

general, held, delivered and/or received in good deliverable form. Include any second patty banks in the clearing of 
such securities. 

8) State the value of assets held (as of June 30, 2011) at Depository Trust Company and Federal Reserve and the length of 
the direct participant relationship with the custodians. 

9) State the value of assets for basic international depositories, such Euroclear, EuroNext and Clearstream, as of June 30, 
201 1. 

10) What was the trade volume (number and market value size) that you processed for the year ending June 30,2011, and 
failed trades for US securities, and ofthat trade volume what was the level of failed trades in both numbers and 
percentages? 

Trades Volume Total Market Value in Fail Rate 
(Number) US$ millions (%) 

Purchases 
Sales 
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11) What was the trade volume (number and market value size) that you processed for the year ending June 30, 2011, and 
failed trades for non-US securities? 

'l'il .,:, T~ades jl 'IIi I ji V I I I :1,1'· :1 :rrotai Market' Value· ill , 'I' 1i11'Faii 'Rate· I, •til 1~ u,~1~ . 'I·.,. ,·''· li' ,,,, "' 'i . I' :'(Num,be'r) ll:ljj ,! 'I l''~d ·' • I . T ·1. ·lj ,, 
I (0~) 11 

,, 
'1 .d I I dll; II ,,, 1, "' ·, U,S$ ,m,illions '' · ,,, II 

EAFE 
II Pm,,·aing; 

12) Briefly describe yom policy and procedures on failed trades for both domestic and foreign secmities and the steps that 
will be taken to minimize trade failures. 

13) Is your system capable of producing a report which shows a ll failed trades across all of a client' s investment manager 
accounts at any given point in time? 

14) Describe your "DK" procedmes. How much time elapses until client notification? Describe the Custodian's policy 
regarding restitution of lost interest for the Funds on a failed trade. 

15) Does your organization employ actual or contractual settlement date? It is the requirement of the Funds to have a 
contractual settlement. Is this requirement acceptable? 

16) Specify the countries or jurisdictions for which you employ contractual settlement of trades. 
17) Do you subcontract global custody to another provider? Please describe. To how many countries do you provide a 

subcustody network? 
18) List a ll depositories, agents, and sub-custodian banks used in each country, including the U.S., on behalf of clients in 

the format described in the following chart. Identify those which are affiliated with your company. For each country, 
indicate whether you use a central depository or physical de livery. Also, please indicate whether assets are held in the 
beneficial owner's name or are commingled. 
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19) Do you employ SEC 17f-5 and 17f-7 in the review and contracting anangements with your sub-custody network? 
Please explain yow· ro le as Custody Manager and tracking of sub-custodians and the inherent risks associated with such 
arrangements. Please specify any limitations you make regarding your contracts with your sub-custodians. 

20) Are you electronically linked with your sub-custody network and depositories? Please describe the core platf01m. 

F. Income Collection 
1) Describe the custodian's standard policies on cash crediting and debiting, including cut-off deadlines for all securities, 

both domestic and intemational. 
2) Describe your procedures for ensuring that interest and dividends (domestic and international) are paid. 
3) Will payments be credited in same day funds or clearinghouse funds for domestic and international securities? 
4) When and in what instances do you rescind contractual income collections? What is/are your policy(s) for both 

domestic and intemational markets? 
5) Do you track late collections of income? Can you produce a tracking report detailing outstanding claims? Do you 

notify clients of failures to collect or late collections of income? 
6) Please describe yom tax reclaim procedures for ADRs and intemational securities. Are you able to guarantee 100% 

relief? 
7) What is tax relief at source? Specify countries with whom you have such an anangement. 
8) What percentage of tax reclaims for the last three years ending December 31, 2010, was your organization able to 

reclaim? 
9) The Funds are qualified as a government agency exempt fi·om U.S. federal income taxes under section 115 of the 

Internal Revenue Code (the "Code"), as a pension plan qualified under section 401 (a) of the Code. In order to 
maximize tax benefits under U.S. tax treaties with various foreign jurisdictions or, where tax treaties offer no special 
relief for the Funds, under the domestic laws of some jurisdictions, Funds may be classified as a government agency in 
some jurisdictions, a pension scheme in other jurisdictions, and a tax exempt charity in still other jurisdictions. Can 
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you assist the Funds to detennine which classifications would be best to use in each foreign jurisdiction where the 
Funds have an investment in order to maximize tax benefits for the Funds, through either relief at source or tax 
reclaims? If so, describe how you would accommodate and handle such multiple classifications for the Funds. 

10) There is growing concern regarding the requirement for an Independent Tax Agent in cettain countries in which the 
Plans are invested. Please describe how you support the Registration Process, designation of an Independent Tax 
Agent and preparation of the Global Power of Attorney for the Plans. How do you ensure that this is not a burden to 
the Plans? 

11) Related to the previous question, identify the countries with whom you have formulated a solution for Independent Tax 
Agent requirements, including distinct policies. Who is the normal contracted Independent Tax Agent ass isting clients 
like South Carolina? 

12) Discuss how your firm calculates interest and dividend receivables (U.S. and non-U.S.) and then reconciles its 
independent calculations against actual receipts, at both an aggregate "all clients" level and at an individual portfolio 
level. Describe relevant timing, controls and reconciliation reporting made available to clients. Differentiate between 
your internal functions and those of your subcustodian banks. 

G. Corporate Actions, Proxy Voting Support and Class Action Claims Filing 
1) Describe the structure of your dedicated unit for corporate actions, proxy voting support, and class action claims filing. 
2) Specific to proxy actions, can you support proxy voting by the investment managers, third party vendor, or client? 

Please answer the following: 
a. Briefly describe the custodian' s corporate action procedures for domestic and foreign securities, including 

providing proxy notification, monitoring, etc. Include a list of the various sources the custodian uses for 
corporate action announcements. 

b. How would Plans access all proxy notification or voting matters? 
c. Do you have the capabilities to transfer holding information on a daily, weekly or monthly basis to a third 

party? 
d. Do you have the capability to monitor upcoming international votes? 
e. How do you address the share blocking issues with g lobal securities? 
f. How do you address potential premiums paid for voting securities in certain markets? 
g. How do you account for all possible shares being voted? 
h. Are you able to recall shares on loan prior to record date to participate in the proxy process? 

3) If the custodian, or its sub-custodian or its depository makes a mistake on a corporate action for which it received 
information and proper instructions that results in a loss to a client, describe the custodian's procedures for reimbursing 
the Funds. 

4) What is distinct about your proxy notification and proxy voting support service, whether in-house or subcontracted to a 
third-party? 

5) For foreign securities, describe the custodian's procedures for notification and processing of"blocked" shares during 
proxy voting periods. Do you offe.r segregated accounts to facilitate proxy voting in any markets? 

6) How does the custodian handle class action suits both domestic and international? How quickly is security class action 
information updated in your system? 

7) Is class action monitoring and filing of claims performed in-house or subcontracted? What is the extent of limitation of 
your service? Be very specific. 

8) Listed below are the Plans intended monitoring requirements specific to class actions. Please provide a complete 
description of your capabilities to support these requirements. Include procedures manuals in a separate document if 
necessary. If you are not able to support all of these requirements, describe how you can support a third party vendor. 

a. A copy of the complaint and detail as to the venue, attorneys, claims administrators assigned, etc. 
b. A loss simulation engine providing various damage estimates, including those valued in accordance with 

National Association ofPublic Pension Attorneys (NAPPA) c1iteria. 
c. Public Access to Court Electronic Records (PACER) access. 
d. Automatic loading of the Plans trade data and calculating loss estimates, providing alerts when designated 

thresholds have been exceeded. 
e. Handling the filing of claim notices and other documents in connection with such proceedings. 
f. PeriodicaJly reconciling the data on securities class actions filed with the Plans exposure to identify where a 

proof of claim must be filed and then verify that it has been timely filed . 
g. Tracking rejection of claims, dete1mining whether additional action is required and then taking that action. 
h. Reconcilement of funds received with claims made and allocating them to applicable investment funds and 

portfolios. 
i. A client accessible system for monitoring class action litigation and bankruptcy proceedings affecting the 

portfolio of securities of the Plans. It must be available through a secure internet application. 
j. A client accessible system to handle and track history of securities held during the periods that are subject to 

proceedings. 
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k. A client accessible system able to advise South Carolina of significant dates and deadlines, as well as the 
status of any actions taken, with respect to such proceedings including but not limited to opt-out elections in 
class actions litigation, deadlines for ftling claims and deadlines for filing bankruptcy notices or claims. 

9) Do you have the capability to load 10 years of transaction and holdings history to support class action suits? 
10) Are you willing to ftle all claims with class periods that predate the conversion using data supplied by a third party 

service provider? 

H. Accounting and Reporting 
l) What are your investment manager reconciliation policies and procedures prior to issuing audited statements to clients? 

Is this proactive, reactive, or is the onus with the investment manager to reconcile to your information? 
2) Do you have built-in interfaces with the investment managers (separate and commingled) of the Funds? Please specify 

for each manager. 

Funds Phone/ On-line/ VPN STP- Monthly 
Fax Internet SWIFT/IS Formal 

Investment Managers 0 Recon? Yes 
or No 

Domestic Equities: 

International Equities: 

Domestic Fixed Income: 

International Fixed Income: 

Cash/Short Term: 

3) Describe your organization 's trust and plan accounting capability (include system name and year developed). 
4) Is your system maintained in-house, or subcontracted with a third-pruty? If subcontracted, please specify the vendor 

name and release number, including the description of the relationship and how access to the source code is defined. 
5) Does yom organization have a general ledger accounting system in a full accrual trade date multi-currency basis? 
6) Please describe cost basis types maintained in your accounting platform. 
7) Please provide a complete description of the general ledger system and the accounting fields (asset and transaction 

buckets, debit and credit tables, etc.) available. 
8) The Funds consider the custodian as the "book of record" of the sub-ledgers for assets and transactions. Do you accept 

this respon sibility? Please describe. 
9) What are the future or planned enhancements to yom current accounting and reporting system? If planned changes or 

enhancements are envisioned, what are the advantages to clients? 
10) Enumerate all data vendors utilized by your institution for pricing, fixed-income (i.e. , swaps) and mortgage factors, 

corporate actions, derivatives, etc. Specify primary, secondary and tertiary sources, especially the pricing of alternative 
investments. 

;Ji' '1/j·Pritrng saur~es · \ ''!',f.or ,wll~1!' type, of'Se'curities',1 /' · '' ", i(Specify if ~rimaty !o~,'iJI11 ! , Daily Feed's , ,,., 
'

11 '11' I dl· ,, I II·· ' ' ·L"' !II J!l I 'lit, 1+:1 11 !, " II ,, II I' 1,1 p ! I' t 
i': I· '· //, ·Instruments o~1Asset Class , ,. , , Secondary '·· · '' (Yes 'or No)l. 

11) What types of reports are available to clients? List both standard and non-standard reports. Please provide samples. 
12) Are you able to generate accounting and reporting information for GASB 25, 28, 40 and 53 purposes? Please describe 

and provide sample reports. 
13) Does your organization provide training in the interpretation and generation of accounting reports during the initial 

stages of conversion and on going? 
14) How many business days following the end of a repmting period are fully audited reports delivered in hard copy? Via 

electronic delivery (i.e., on-line, PC download, CD, multimedia, etc.)? 
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Report Type #of Days # of Days Audited #of Days #of Days 1 
II Sample Only Audited (On-line) Vnaudited Un~tud ited (On-

,j:,., (Hard~opy) I' ,,,,. ·' I' (Hardcopy) ,, r !) 
1/iil'tl ,, ' , ~ , r, ' ., I 1,' ,. :111 , IDe 

Asset Statement 
Transactions 
Corp. Actions 
Pending Trades 
Income 
Securities Lending 
Perfonnance 
Risk Analytics 

15) Can the Funds be assw·ed that audited statements will be available on the 2nd-Wilt-business day (as required by the 
Funds) after month end? Please explain. 

'II: Ill 

16) Describe the basis for monthly audited reports. Are the asset holdings and transactions based on settlement date 
accounting, settlement date accounting with pending trade adjustments, or trade date accounting , as required by the 
Funds? 

17) Do you have the capability to generate trade cost analysis reports? Is this a standard service? 
18) What is distinct about your derivatives processing and valuation capabilities that the Funds should be aware of beyond 

line item tracking? Provide detail of capabilities and suppmt. 
19) Is the processing of exchange traded and OTC derivative instruments such as futures, swaps, and options done within 

the main accounting system? Is there a separate module or system dedicated to handling such securities? 
20) How does your organization handle GASB 53 requirements specific to commingled funds, real estate, private equity, 

absolute return, and OTC derivatives? 
21) Are the general classifications for GASB 53 within GAAP guidelines as determined by an independent third party 

vendor (i.e., E&Y, Deloitte, PWC, etc.)? 
22) How do you handle security/cash transfers between accounts, specifically between custodied accounts and non

custodied accounts such as commingled funds? How does the client know that the cash balances and positions are in 
sync? 

23) Describe special procedures for the processing, valuing and reporting of Securities Held Elsewhere, such as real estate, 
commodities, alternative investments, private equity, and absolute return strategies (hedge funds). 

24) Related to the previous question, are you able to track these types of investment vehicles utilizing a "Shadow 
Accounting" approach? 

25) Is your frrm capable of providing shadow accounting of detailed positions held within third-party commingled vehicles 
and prime brokerage accounts? Please describe. 

26) Describe fu lly your clients' ability to use ad hoc query tools to access portfolio information for past dates other than 
prior month-ends. 

27) Specific to commingled funds, do you have the abil ity to capture the plan's pro-rata share of holdings for use in terms 
of monitoring and analytics? 

28) Are outside vendors or software employed to handle real estate and alternative investments? If not, how did your 
organization achieve the in-house expertise? 

29) Specific to alternative investments, do you have capabilities to drill down to company (security) or partnership level in 
terms of monitoring? Kindly enumerate and delineate by types of alternative investments such as hedge funds, 
distressed, private equity, venture capital, real estate, absolute strategies, convertibles, senior secured debt, etc. 

30) How is expense monitoring and reporting provided to clients? Is this module integrated into the accounting system? 
Please describe. 

31) Do the Funds have direct access to the accountant(s) for inquiries and problem resolution? Does the client servicing 
officer or relationship manager need to be involved before the Funds can have direct access to the accountant(s)? What 
are your policies? 

I. Cash Management (Short Term Investment Management) 
1) To the extent that the Funds would use STIFs managed and offered by the Custodian, please describe: 

a) What STIFs are available? 
b) What are the investment philosophies of each? 
c) Who is the investment advisor? 
d) Do they comply with and are they registered as OCC Reg. 9 or SEC rule 2a7 compliant? 
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e) AM Best rating 
f) Exposure limits 
g) Credit Quality guidelines 
h) Average maturity 
i) Derivatives policy 
j) Floating rate note policy 

2) Have any of your short term investment vehicles ever "broken the buck" or experienced losses? 
3) For each of these available vehicles, provide the net return for the past five years. 
4) For each of these available vehicles, provide the market value as of June 30, 2011. 
5) For each of these available vehicles, provide the re levant cut-off times for both purchases and redemptions. 
6) For each of the available vehicles, is there any difficulty with same day transactions? 
7) What is your daily compensation and overdraft policy? 
8) Overdrafts can occur because of the failw·e of the custodian to deliver the requisite foreign currency to settle a trade, 

differing settlement standards (asset class and countries), sub-custodian enor, inability to recall securities that are out 
on loan, enors in trade processing and cash position monitoring, failure to communicate and reconcile with the 
manager daily, and/or a trade fail that emanates from the custodian. Does your firm automatically apply overdraft 
charges regardless of the party in enor? Please describe yow· policy. 

9) Related to the question above, if custody related overdrafts occur, does the Funds have the right to receive 
reimbursement equal to what yow· overdraft charges would be on a daily basis that the overdraft position is open or 
unresolved? 

1 0) Does your organization have the capability to provide a cash availability projection report? How many days is the cash 
projection (i.e., 5 days, 10 days, 30 days, 60 days or 90 days)? 

11) Please describe the availability of any additional cash management services such as: 
a) remote deposit service 
b) positive pay with a payee verification service 
c) mobile device access. 

J. Foreign Exchange Capabilities 
1) Describe your Foreign Cunency (FX) management capabilities. Be sure to discuss the following: 

a. How does your organization demonstrate the competitiveness of your foreign exchange and how does your firm 
ensure that custodial clients achieve best execution? What documentation or analysis would your organization 
provide to the Plans that demonstrates such? 

b. Is your organization willing to disclose both explicit and implicit costs ofFX Trades? 
c. Is your organization willing and able to provide a "time-stamped" FX trade and disclose at what price your firm 

valued the FX trade? 
d. Does yow· organization flag off-market transactions (considered to be 10% or greater variance) automatically? 
e. Are off-market transactions reviewed independently and the reasons for the price indicated in the review process? 

2) Please describe how your organization handle standing instructions, normal course FX settlement for buys/sells, FX 
netting, and pre-negotiated FX rates. 

3) Fully describe your ability to support an agent or principal third-party foreign exchange program where a ll eligible 
foreign exchange transactions would be directed away from the custodian. 

4) Has your finn been investigated for any issues related to FX trading? If so, please explain. 
5) The Plans reserve the right to allow managers to execute any and all FX trades with third party brokers. What different 

FX execution options can you provide to both the Plans and its investment managers beyond custody FX execution 
venues (i.e., Street FX, Pre-Negotiated FX, Electronic FX Execution Platfonns, etc.)? 

6) Does your organization charge a penalty or administrative cost for cunencies executed by a third-party other than the 
custodian bank? 

7) Will your fum use a competitive bidding structure to execute FX transactions? Will your organization be able to 
provide perfonnance reporting or best execution reports for FX transactions? 

8) Is interest paid on uninvested balances in foreign cmmtry accounts? What types of short term vehicles or accounts are 
available? 

9) For global markets, the interest penalty for cash overdrafts is substantial. Discuss the policies and procedw·es for 
assessing overdraft fees, including but not limited to, documents provided, frequency of charges, overdraft rates 
determination, and overdraft claims and collection process from brokers/managers. Describe yow· ability to set up 
procedures to allow for client review and approval of charges for foreign cash overdrafts. (Reminder: confine your 
response to methodology only, not specific numbers) 
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K. Performance, Investment Guideline Compliance and Risk Analytics 
1) What are the types of analytics and performance measurement cunently available to cl ients for the asset classes listed 

below? (For example, BARRA Analytics, global attribution, style analysis, p01tfolio characteristics, universe 
comparisons, TUCS, optimizations, Yield Book, Venture Economics, Private I, trading cost analysis, etc.) Include a 
description of how the external provider's system can be integrated with your records and the controls you can institute 
to ensure and validate the completeness, accuracy and integrity of the data and information generated by the system. 

Domestic Equity Analytics 
Fixed-Income and Global Bond Analytics 
Intemational Equity Analytics 
Overlay (Ctm·ency, Equity and Fixed) Analytics 
Derivatives 
Commodities 
Real Estate 
Plivate Equity 
Absolute Return Strategies 
Commingled Funds and Mutual Funds 

2) Are there different levels of performance measurement and analytics services? Ifthere are different service levels, 
describe whether they reside in one performance measurement module/system or multiple modules/systems. 

3) Are you able to calculate both gross and net of fees performance? How about lag and non-lag performance 
measurement calculations? Please describe the methodology employed. 

4) Are you able to assist the Funds with the monitoring and reporting of risk in the portfolio? Do you offer multiple 
levels of risk management reporting/analytics? If so, please state what services are included in your fee proposal and 
what services are available for an additional fee. Is your software or application able to produce reports for scenario 
testing, full bore risk analysis, and Value at Risk (VAR)?. Please provide a sample report. 

5) List all indices, benchmarks and universe returns available to the Funds. Are returns available on-line? How far back 
do you can)' historical retums and name the frequency (daily, monthly)? Do you have the ability to load prior months 
and/or years returns? Do you have the abi lity to accommodate custom benchmarks? Is there a limit on how many 
custom benchmarks a client can have? 

6) Describe in detail your attribution analysis and peer group comparison capabilities. 
7) For private equity and all partnership investments, can you provide continuously updated access to valuation, fees and 

historic performance data, permitting it to be easily aggregated and disaggregated according to portfolio fund, 
company, investment strategy, industry, geography, manager and vintage year, and desktop access to this data via a 
nationally recognized software product designed specifically for the tracking of private equity investments? Please 
describe. 

8) Please provide a complete description of your capabilities for monitoring required compliance with in the Patriot Act, 
Anti-Money Laundering, and OFAC SDN List. Are you able to identify companies that have been invested that are 
fmed by OFAC? 

9) Please describe your organization's offering with respect to corporate governance tools and support to clients. What 
services are available? 

1 0) If you are subscribing to private equity tracking software, will you provide administrative and technical suppott for the 
use of the software? Will you be responsible for loading historic cash flows and performance data into the software 
product? Describe the plan for accomplishing this conversion. 

11) How do you handle hedge funds within your accounting, reporting and performance platform? 
12) Are there separate risk and control systems, as well as a dedicated group, for derivatives and risk management? 
13) Does the system integrate guideline compliance into the automated trading process and actively monitor transactions 

and portfolio composition? 
14) Provide a description of the different levels of compliance monitoring (i.e., basic, intennediate or advanced) you 

provide and advise which services are included in your fee proposal and which are available for an additional fee. 
15) Is compliance monitoring performed for all asset classes? Is it performed daily? Is it on a Post-Trade, Pre-Settlement 

basis? Is it available on-line? 
16) How are cl ients and investment managers notified of a violation or breach in the investment policy and guidelines? 
17) Does the compliance monitoring system allow for tracking of potential violations and generation of periodic reports? 
18) Relative to the above on-line system, can it continuously monitor the following: 

0 Duration bands or maturity limits 
0 Restricted security types 
0 Percentage sector limits 
0 Geographical restrictions 
0 Issuer concentration limits 
0 Credit quality and diversification limits 
0 Prohibited securities (per Illinois legislation such as Public Act 95-616) 
0 Non-dollar allocation limits 
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0 Naked cunency exposure and basket hedge 
0 Realized gains/loss limits for taxable clients 
0 Subsector diversification limits (i.e., percent limits per SIC code) 
0 Cash flow variability standards for selected products (i.e., CMOs) 
0 Monitor leveraged transactions 
0 Stress testing and potential effects in market prices and interest rates 
0 Gap analysis and duration reviews 
0 Collateralization (relative to naked exposures) 
0 Monitor unhedged positions 
0 Calculate value at risk 
0 Underlying positions for covered calls 
0 Naked call exposures 

19) Describe the type of risk measurement model that you utilized (Parametric - factor/risk bucket vs. individual security; 
Full Valuation - historical vs. Monte Carlo) 

20) Differentiate the specific components of the risk factors that you measure as listed below: 
• Risk factors set at the individual equity level 
• Risk factors set at the individual bond level 
• Risk factors set at the equity factor level 
• Risk factors set at the bond factor level 

21) Describe the risk measurement methodology for all asset classes as listed below: 
• Venture Capital, limited partnerships and real estate 
• Mortgage backed securities (especially CMOs) 
• Derivatives (such as options, index futures, options on index futures, currency forwards, swaps, etc.) 
• Wanants and convertibles 
• Emerging market equities 
• Non-Dollar denominated securities 

22) Specific to fixed-income portfolios, please describe your ability to handle: 
• Key rate durations 
• Yield curve principal components (i.e., shift, twist, butterfly movements) 
• Credit spread risk 
• Volatility risk 

L. Conversion Process 
1) Describe your organization's formal transition planning process as it would apply to this contract. 
2) Given a notification of engagement by the end March 2012 and a targeted conversion of July 1, 2012, please provide a 

transition calendar. 
3) Describe your communication with the staff of the Funds during the conversion process. 
4) Is training provided during the initial stages of conversion and ongoing? Please provide a structure for both the Funds. 
5) What would be a reasonable parallel processing for the asset transfer? 
6) On what date would you commence parallel processing in order to develop history, test procedures, and establish 

entitlements/accruals given a full conversion by July l , 2012? 
7) How do you conduct the transfer of securities and cash from a prior custodian and its sub-custodians to control the risk 

of loss of assets and assure that all are received and accounted for properly? 
8) What is your policy to make a client whole if an asset was not transitioned or failed to be accounted for after the 

conversion date? Who pays the client? 
9) What should the Funds look out for, and what are areas of concern and any heightened level of sensitivity during the 

conversion period? Please discuss how tax reclaims, reregistration, accruals, etc. are handled during the conversion 
period. 

10) How will you handle class action fil ings and income due related to settlement periods under prior custodians and 
settlements tl1at cross over from the prior custodian to the new custodial contract? 

11) How will you handle open tax reclaims related to reclaims filed by prior custodian? 
12) How should we handle securities out on loan during the conversion process? What should we consider in terms of 

unwinding without a loss, novation, substitution, recall, etc.? 
13) Describe the type of training on systems, accounting, performance modules, etc. that will be provided during the 

conversion period? 
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M. Other Services (For Consideration and Review) 
I) The State Treasurer requires the custody bank to maintain $50 million of US Treasuries in escrow with the Federal 

Reserve to meet the State cash requirements. Are you able to meet this additional requirement? 
2) A key initiative of the State Treasurer is to improve services and improved access by local public institutions in their 

participation in the LGTP. Provide a general description of your transfer agency services or participant/shareholder 
services, history, milestones and overall capability. 

3) Describe the typical client interface model and on-line/and electronic interfaces that support transfer agency client 
requirements 

4) The Treasurer's Office, Retirement System and the Investment Commission utilize QED for investment accounting 
purposes. Describe the investment accounting platform that your firm offers with equal or better capability than QED. 

5) Describe the investment accounting capability provided to investment manager clients (include system name and year 
developed, programming language, server platform, etc.). 

6) Is the system maintained in-house or subcontracted or service bureau arrangement with a third party? If subcontracted, 
specify the vendor name and release number, including the description of the relationship and how access to the source 
code is deftned. 

7) Is the accounting system able to handle income, securities out on loan, corporate actions, derivatives (futures and 
options), FX overlay, currencies (base and local) and alternative investments? Please provide details. 

8) Describe the functionality of the cash module within the investment accounting platform. 
9) Is the investment accounting platform able to cut daily NAVs? Describe the process and methodology. 
10) What are the future or planned enhancements to the investment accounting and reporting system? If planned changes 

or enhancements are envisioned, what are the advantages to clients? 
11) Specific to Fund Administration Services, briefly describe the support services available for the following 

administrative functions. 
• SEC Compliance 
• Tax and IRS Compliance 
• CFO Certification 
• ceo Support 
• Tax Return Reporting and Recordkeeping, including 1099's and K-ls 
• Performance Reporting 
• Expense Administration 
• Preparation of Financial Statements and related Reports 
• Dividend and Capital Gains Analysis and Projections 
• Board Reporting 
• Blue Sky Administration 
• Proxy Administration 
• Transfer Agency 
• Private Equity and Real Estate 
• Absolute Return Strategies 

12) Provide the number of your organization's SEC registered fund of fund clients as categorized in the following 
matrix. Report aggregate values of their total assets under administration in US$ millions for periods specified. 

Total SE C Registere un of dF d F und c· hents 
t:''j l't' ,! It ,1'1 '! 1,1_ l' ' il " I I q H '! ,, 

l,i ,, Year
1 
~nd 11, Tot~ I Number of Clients '1 . ,,,;, ·' Asset'·V:alue , 11 

1,1-1' 
Ill I,'' I' :: ·'jl·t. I "'''· "'''• 111 I'! I' I I I 'II ' • ' ' ·,,,:IJ•· 11' 11;, ''1ii' • ,I 
/I•, ·1/.·iltdt' '''I ,, ' II 

'i,!jpll 
·l\1 ;, :1'1!'1 " : , . il ·"1',11, ;! " ~ I •I 

li;:,l •I •, (US$ millions) · ·, .. 1,1 
.. 1!. '1 ' 

2006 

2007 

2008 

2009 

2010 

2011YTD 
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N. References 

Please provide a list of three public fund client references of similar size with contact information. Indicate the major 

ancillary services (alternative investment support, securities lending, etc.) provided to them. 

SECURITIES LENDING SERVICES 

Securities lending will be utilized primarily to generate incremental return. The Funds have a very risk-averse posture. The 
Funds require a fully indemnified program specific to operational risk and borrower default. Additional levels of 
indemnification beyond operational risk and borrower default are also welcome, including collateral reinvestment risk if 
reinvestment is included. Daily reporting should include internet access to infonnation about its securities lending 
program, including security level loans outstanding, shares on loan, days out on loan, term and open trades, borrowers for 
each block of securities lent, collateralization levels, earnings (top 25 securities sorted by earnings), cash collateral 
reinvestment and other daily, weekly and monthly reporting requirements at the security and aggregate levels. 

On a daily basis, the Funds require full transparency to loans, counterparties, rebates/fees, collateral posted, and collateral 
investments, including infonnation specific to NA V (fair market value), credit, risk and liquidity risks. THIS 
REQUlREJviENT IS NON-NEGOTIABLE. 

The following questions should be answered in full. Please tailor your response for each item, specifically in the areas of 
risk and return, relative to your proposed approach. 

A. General Information 
1) State your frrm's lines ofbusiness. Where does securities lending fit within the organization as a service or product 

offering? 
2) What is the approximate revenue and profit contribution of your Institutional securi ties lending business to overall 

company (as defined by the top of the organizational chart) revenue and profit in percentage terms? 
3) Are there any current organizational issues (i.e., mergers, acquisitions, personnel changes, business concerns, etc.) 

about your institution that we should know about? Describe. 
4) Furnish a copy of your finn's Ethics Statement and Code of Conduct, specifically developed for securities lending 

services. 
5) The Funds require a SSAE 16 or SAS 70 report covering your organizations securities lending function. Please verify 

that your firm can fulfill this requirement. List substanti ve issues raised by independent auditors in your SSAE 16 or 
SAS 70 and issues published in your Fonn 10-K if filed. Provide a copy of the most recent annual report, F01m 10-Q 
and SSAE 16 or SAS 70 and label appropriately. Please indicate whether there have been any substantive changes in 
internal controls since the date of your SSAE 16 or SAS 70 report. 

6) Describe the various types of insurance coverage and indenmification provided to protect your securities lending 
clients. Each description should include: 

• Risk Coverage 
• CatTiers 
• A.M. Best Rating 
• Levels 
• Limits 
• Deductibles 
• Expiration 
• Dishonesty Coverage 

7) List and describe all pending or threatened litigation against your organization in reference to custodial asset servicing. 
List and describe all agency supervision associated with the pending or threatened litigation. What has been yow· 
experience with regard to litigation or agency supervision over the past five years? 

8) How much of the expressed Security Lending collateral was unable to be retumed to client base on security failure in 
the past 3 years?" State in$ and %. 

9) Does yow· organization subcontract any of the securities lending services required by the Funds? Provide contract 
vendor name and which service, functions or deliverables they support. If so, describe indemnification process 

10) Has your organization or its officers or principals been under any litigation or investigation by any regulatory authority 
within the last three years relative to securities lending services? Explain. 

11) How many years has your fitm been providing securities lending services to tax-exempt organizations either as an 
agent, principal, or both? 

12) Provide a sample securities lending agreement on an agent basis only. 
13) Fum ish a copy of your standard Bonower's Agreement specific to Securities Lending done on an agency or principal 
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basis. 
14) The Funds require that the securities lending agent act as a fiduciary for the securities lending function. Please verify 

that your firm is able to do this. 

B. Capabilities 
l) Describe your strengths in domestic equity lending, fixed-income and/or international lending (as applicable). 
2) What is the primary form oflending your fum offers - agent, principal, or both? Describe. What is the percentage 

breakdown between agent and principal lending from a total client basis? 
3) Is your fum a NASD/FINRA member, a primary reporting dealer or a bank? Is your securities lending operation 

registered as an investment adviser (i.e., SEC, FSA, etc.)? 
4) Discuss why or why not secmities lending is considered a leverage transaction. 
5) Discuss how your organization employs arbitrage and non-traditional transactions for your securities lending agent 

program. 
6) Does your organization have any capacity limitations? What detennines the limit on the deals, transactions and lending 

activities in which your firm engages? 
7) Disclose how many clients or aggregate asset size yow- organization can effectively handle and discuss why. 
8) How is collateral reinvestment management handled and what is the role and function of the credit analysis team? 
9) Does the securities lending group have a dedicated credit analysis team or part of a larger pool within your 

organization? 
1 0) How is enterprise risk management deployed to assess bon-ower credit and cash collateral reinvestment credit analysis? 
11) How does your securities lending staff avoid infringing on an investment manager's responsibilities, specifically recall 

of securities? 
12) How does your firm manage the coordination of trade settlements, corporate actions, dividend collection, etc. with the 

custodian bank? Does your firm provide guarantees? 
13) Explain how your securities lending program is T + 1 and STP processing ready. Discuss how your secmities lending 

program is in compliance with industry standards. 
14) How does your organization measure the intrinsic value of any securities that are loaned out? Provide actual examples 

for each of the following types: Large Cap Equity, Small Cap Equity, Governments (Specials and General), Corporate 
Bonds, High Yield Bonds, Global Bonds and International Equity. 

15) Does yow- organization have an Internet based auction lending capability? If so, describe- including inception, extent 
of applicat ions, competitive bidding process, etc. 

C. Organization 
1) Provide the following infmmation for your securities lending business: 

Name of Organization 
Business Address 
Primary Contact 
Address 
Phone, Fax, Email 
Type of Firm 

Bank 
Bank Holding Company 
Trust Company 
Bank Affi liate 
Investment Manager 
Investment Manager Affiliate 
Broker/Dealer 
Broker/Dealer Affiliate 
Others: (Specify) 

2) Provide names, brief profiles and biographies of individuals who are responsible for the lending function and the cash 
collateral reinvestment function. If yow· program can be truncated by asset class, (e.g. equity, fixed-income, 
intemational, etc.), delineate the professional staff as such. 

3) What are the compensation arrangements for the key professionals dedicated to providing secmities lending services? 
Check all that apply. 

_ _ Base Salary 
_ _ Perfotmance Bonus (Cash, Stock, Cash + Stock, etc.) 
__ Commission Only 
__ Profit Sharing Anangement 

Other: 
4) Provide the incentive basis for performance bonuses. What are the targets and how are they aligned with corporate 
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performance, securities lending performance or individual trade perfonnance? 
5) Submit a breakdown of persons dedicated to providing securities lending services for each ofthe following categories: 

(Do not double-count) 
Operations/ Administration 
Credit and Liquidity Analysis 
Risk Mgmt/Compliance/Legal 
Asset/Liability 
Lending/Trading 
Non-Cash Collateral Management 
Cash Reinvestment 
Tax Specialist 
Cunency Management 
Marketing/Client Servicing 
Others 
TOTAL 

6) Provide a five-year personnel tw-nover for the following categories. 

Additions 
Operations/ Administration 
Credit Analysis 
Risk Mgmt/Compliance/Legal 
Asset/Liability 
Lending/Trading 
Non-Cash Collateral Management 
Cash Reinvestment 
Tax Specialists 
Currency Management 
Marketing/Client Servicing 
Others 
TOTAL 

Departuresfferminations 201 1 
Operations/ Administration 
Credit Analysis 
Risk Mgmt/Compliance/Legal 
Asset/Liability 
Lending/Trading 
Non-Cash Collateral Management 
Cash Reinvestment 
Tax Specialists 
Currency Management 
Marketing/Client Servicing 
Others 
TOTAL 

D. Risk 

2011 2010 2009 

2010 2009 2008 

I) How does your firm manage the following risks? 
• Borrower/Counterparty Risk and Default 
• Collaterallnvestment Risk 
• Interest Rate Risk 
• Credit Spread Risk 
• Liquidity Risk 
• Trade Settlement Risk 
• Operational Negligence 
• Sovereign Risk 
• Cunency Fluctuation Risk 

2008 2007 

2007 

2) Has your organization experienced any losses due to operational negligence, collateral reinvestment and/or security 
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specific reinvestments, and/or broker default since the inception of your securities lending program? Describe. What 
was the recourse provided to clients and the level of dialogue to explain (resolve) the issues? 

3) How does your organization conduct asset/liability (gap) analysis, specifically the duration of the loan and cash 
investments? 

4) Does your fum stress test your securities lending program? Describe the methodology and procedures utilized for stress 
testing, including the frequency of testing. 

5) Specify the weighted average duration mismatch between lending and reinvesting for the following quarters. (Provide 
separate answers for each lending pool or separate accounts offered in your program.) 

Year 1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 
2006 
2007 
2008 
2009 
2010 
2011 (YTD) 

6) How quickly(# of days) can your fum shorten the duration or gap between investments and liabilities (loans) as 
requested by the client for whatever reason? 

7) Describe your recall procedures and how substitution is utilized. 
8) Describe your buy-in procedures and in what instances does your firm communicate with clients the relative impact of 

such buy-in to the underlying value of a security. 
9) What is your finn 's sell fail history, due to security lending for the following asset types- U.S. Govenunent, 

international equities, international fixed income, U.S. large cap & small cap equities and corporate bonds over the last 
three-years as specified below? 

US Large and 
us International International Small Cap Corporate 

YEAR Government Equities Fixed Income Equities Bonds 
2006 
2007 
2008 
2009 
2010 
2011 (YTD) 

1 0) Can yow· program ensure the protection of voting rights by consistently recalling the stock prior to proxy record date? 
If so, describe the process. 

11) Does your program accommodate a dividend reinvestment plan for stocks or REITS? Explain. 
12) What additional safeguards are offered by your firm to its lending participants? 
13) If a client wished to withdraw from your fum's secw·ities lending program, what notice period is required to ensure 

100% on the dollar payoff? 
14) What are the specific redemption policies for direct lending (custody clients) that your ftrm has enforced and the 

underlying rationale behind the policies and guidelines? 
15) How does your organization propose to address issues related to prohibited transactions based on DOL ERISA 

guidelines specific to lending to non-US registered borrowers and the acceptance of non-US$ collateral within the 
context of the Funds? 

E. Borrower Consideration 
1) Describe how credit analysis is performed and with what frequency the individual borrowers are reviewed. 
2) Are your risk adjusted credit limits based on securities borrowed? 
3) How do you ensw·e that your risk exposure to a borrower is not " watered down" by business relationship? 
4) What is the maximum value of assets that can be lent to a single approved borrower? 
5) Describe the process for approving and monitoring borrowers. Who is responsible for the credit review of borrowers 

and how often it is done? 
6) Provide a list of your current borrowers. Identify the top ten bon·owers and the percentage these borrowers represent of 

the total program. Can a client restrict specific borrowers? 
7) Does your Borrower 's Agreement specify that "borrowing to manipulate a proxy" is restricted? 
8) Does your fum proactively visit borrowers at least once a year? 
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9) Kindly state when was the last time your organization visited the top ten borrowers within your program and enumerate 
accordingly. 

1 0) Does your organization have compensation arrangements with borrowers beyond the normal form of negotiating 
rebates/fees that the Funds should know about? 

11) Has your organization ever dismissed or penalized a borrower within your program? Please describe. 

F. Collateralization 
1) What collateralization percentage is required for each of the security types (domestic and international equities and 

flXed income)? What value (market value only, including accrued interest, etc.) is the basis for this percentage? 
2) What is the "de minimus" policy? 
3) How frequently does your firm mark to market the collateral? When is additional collateral requested (same day, next 

day)? 
4) How far below the required collateralization percentage must the collateral dip before a margin call is made? 
5) Is the mark to market process done by loan or security or in aggregate? Please describe both mark-up and mark-down 

process. 

G. Indemnification 
1) The Funds require full operational and borrower default indemnification within the securities lending program. Is your 

organization able to comply with this requirement? Describe your full operational and borrower default indemnification 
policy. Be sure to address the following: 

• Borrower files for bankruptcy for whatever reason. 
• Failure to recall securities before settlement date. 
• Failw·e to secure additional collateral and margin requirements. 
• Failure to receive dividends, distributions, and all economic benefits of ownership. 
• Immediate use of Non-Cash Collateral in lieu of Borrower Bankruptcy. 

2) Does your firm provide additional types of indemnification beyond broker default (i.e., collateral, negligence, trade 
settlement, etc.)? lf so, can your firm provide the Funds with these additional levels of indemnification? Describe. 

3) Is your organization able to provide for total or partial collateral investment risk indemnification? Does your 
organization have clients with such arrangements? If so, please describe? 

4) What are the specific limitations of your indemnification? 
5) Does your firm have any pending lawsuits, legal claims or grievances by any client specific to your securities lending 

program? Please enumerate. 

H. Lending Clients 
1) Describe your cunent client base. How many clients participate in your lending program? Without disclosing client 

names, list as follows as of June 30, 2011. 

Plan Sponsor Type No. of Clients Lendable Base 
(Agent Relationship) (Agent Relationship) 

Corporales 
Public 
Endowment and Foundations 
Taft-Hartley, Union 
Mutual Funds, Investment 
Manager 's Commingled Funds 
Insurance Companies 
Others 
TOTAL 

2) Provide the number of clients (all market segments) gained and/or lost for the periods listed in the following matrix. 
Report corresponding market values in US$ millions as of initiation date for clients gained and termination date for 
clients lost. 

!1'1 

Clients Gained 
(N;_.tnber) 

Securities Lendin 

Clients Gained (US$ 
' I 

millions) " : 
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2006 

2007 

2008 

2009 

2010 

2011 (YTD) 

I. Lending Volume 
1) What was the daily average dollar volume of securities loans outstanding for the last 12 months for each ofthe last 

three years? Specify in US$ mil lions. 

or e mon sen mg une 
' 

F th 6 th d' J 30 2011 

Daily Avg. Daily A vg. Out Avg. Average Average Avg. Daily 
Lendable Base on Loan Rebate Demand Reinvest Spreads 

Asset Classes (US$ millions) (US$ millions) Rate/Fees Spread Spread Net of 
(bp) (bp) (bp) Rebate 

(bp) 
US Large Cap 
Equities 
US Mid & Small 
Cap Equities 
US Corp Bonds 
High Yield 
RElTS 
US Govt Bonds 
TIPS 
Non-US EquLty_ 
Non-US Fixed 
Income 

or t e mont sen mg ecem er , F h 12 h d' D b 31 2010 

Daily Avg. Daily Avg. Out Avg. Average Average Avg. Daily 
Lendable Base on Loan Rebate Demand Reinvest Spreads 

Asset Classes (US$ millions) (US$ millions) Rate/Fees Spread Spread Net of 
(bp) (bp) (bp) Rebate 

(bp) 
US Large Cap 
Equities 
US Mid & Small 
Cap Equities 
US Corp Bonds 
High Yield 
REITS 
US Govt Bonds 
TIPS 
Non-US Equity 
Non-US Fixed 
Income 

For the 12 months ending December 31,2009 
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Daily Avg. Daily Avg. Out Avg. Average Average Avg. Daily 
Lendable Base on Loan Rebate Demand Reinvest Spreads 

Asset Classes (US$ millions) (US$ millions) Rate/Fees Spread Spread Net of 
(bp) (bp) (bp) Rebate 

(bp) 
US Large Cap 
Equities 
US Mid & Small 
Cap Equities 
US Corp Bonds 
High Yield 
REITS 
US Govt Bonds 
TIPS 
Non-US Equity 
Non-US Fixed 
Income 

J. Lending Process and Limits 
I) Does your organization have an internal limit on how much of a client's portfolio of lendable assets can be lent on any 

given day? If so, please describe your policy. 
2) Related to the question above, does your fum have an internal limit on how much of a client's lendable assets can be 

lent to a single borrower on any given day? What is the exposure limit? Is it possible that a single client can be 
exposed to a single borrower at any given t ime? 

3) Does your organization have a lending limit policy for small cap securities? Please describe how your organization 
mitigates trade fails or other issues associated with the recall of small cap securities. 

4) What types oflimits or restrictions can be automated by your lending system (e.g. by security, by market cap, by shmt 
interest percent)? 

5) Can a client limit lending on any specific security such as: 33 1/3 rule, maintain at least I 00 shares, maximum of25%, 
tradable lots per position, and/or client specific parameters per security? Please explain. 

6) Can a client limit lending at a specific security level based on Intrinsic Value such as at least 50 bps of pure demand 
spread without reinvest, only on negative rebate levels, and/or earnings based on overnight reinvest only? Please 
explain. 

7) Is your organization able to monitor for Reg. SHO within your program? Please describe for both domestic and 
international markets. 

8) Is yow· organization able to monitor for "borrowing to manipulate a proxy" within your program? Please describe for 
both domestic and international markets. 

9) Describe yow· allocation or queuing process and relevant entitlement methodology. Show calculations. 
10) When, why and how does your firm intervene in the allocation or queuing process? Please describe. 
11) How many lending pools does your fum have? Describe how client assets are assigned to the lending pools. 
12) Are lending pools segregated by the following? Describe. 

Collateral type 
Plan Sponsor type 
Asset Class (Equities, Bonds, US, etc.) 

K. Systems and Technology 
1) What system is utilized for lending securities? What version? Who updates the program? What is distinct with your 

current system? Is the system only for lending? How about the reinvesting? 
2) Does your most recent SAS 70 report include the both lending and reinvesting functions? 
3) Check if your securities lending system has the following. 

Portfolio Management 
0 input and query on clients' portfolios 
0 avai lability of stock inquiry 
0 input of lending prohibitions 
0 input of client acceptable collateral 
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Lending Management 
0 automated allocation of loans in a fair manner using a parameter controlled allocation formula 
D flexible loan amendment 
0 future dated input 
0 loan confirmation 
0 allocation of loan-to-cost centers 
0 price feed 
0 daily mark to market 
0 loan revaluation 

Risk Exposure Management and Reporting 
0 Client credit exposure 
0 Liquidity constraints 
0 Redemption Shocks 
0 [nterest rate risk 
0 Exposure to foreign exchange risk 
0 Market exposure 
0 Position/issue exposure 
0 Collateral exposure 
0 Total risk or exposure to the market 
0 stress testing 
0 gap analysis 
D price feed on a real time basis 
0 exchange rate feeds, including cross currency, - real time 

Trading Requirements 
1. Input 

0 Trade input 
D Trade amendments (price, rate, etc.) 

2. Client [nformation 
0 Client Trade history 
0 Status (outstanding positions, risk exposure, credit allocated) 
0 Credit Utilization 

3. Inventory 
0 Secwity availability 
0 Firm's net long/short requirements 
0 Trading desk's net short/long requirements 

4. Collateral Management 
0 Maximizing cash/non-cash spreads 
D Maximizing non-cash collateral utilization 
0 Cash collateral reinvestment programs 

5. Multi-cunency 
D Will the system cope with trades that are in several different currencies? 
0 Is risk measured in base or security cunency? 
0 Is fee or rebate income translated into base or reported in local? 
0 Are exchange rate exposures on income reported in local? 

6. Cross CwTency 
0 Monitors fee/rebate to be paid in security or collateral currency 

Back Office 
1. Trade maintenance 

0 Rate changes 
0 Margin Control 
0 Clearance 
D Automated feeds 
0 Settlement 
D Fail Management 
0 Client confi1mations 
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0 Corporate Actions, dividends, and coupon maintenance 
0 Cash and collateral management 
0 Rebate and fee maintenance 

L. Reporting 
1) What types ofrepmts are available for securities lending and are the reports available on-line via the Jntemet? Are the 

reports updated daily or monthly on-line or through the Intemet? 
2) Describe your finn's income source attribution analysis repmting capability. Can this be customized? 
3) Is your firm able to provide internet access to information about your securities lending program, including loans 

outstanding, shares on loan, days out on loan, term or open trades, borrowers for each block of securities lent, collateral 
portfolio details, collateralization levels, earnings, and other weekly and monthly reporting requirements? If yes, 
provide samples. 

4) Describe your finn 's ability to report on companies likely to file proxies in the upcoming month based on historic 
record dates, and provide the number of shares the Funds have on loan. 

5) On a daily basis, the Funds require full transparency to loans, counterparties, rebates/fees, collateral posted, and 
collateral investments, including information specific to NA V (fair market value), credit, risk and liquidity risks. Are 
you able to comply with this requirement and how? 

6) Does your fum provide audit GASB 28 repmts? If so, how frequent? 

M. Collateral Reinvest Management 
1) Provide a brief description of cash collateral reinvestment vehicles (REPO, ovemight Treasury, STIF, conuningled, 

customized, separate, 2a-7, etc.) utilized in the reinvestment of cash collateral applicable to the Funds. Furnish, as a 
separate attachment, the Investment Policies and Guidelines for all funds available for the reinvestment of cash 
collateral. 

2) What is the fair market valuation policy for each of the above cash collateral reinvestment vehicles? 
3) Are you able to handle separate cash collateral reinvestment accounts managed by the Funds or a third party? Explain 

how cash flow and communication would work. 
4) Are you able to manage multiple separate account cash collateral reinvestment just for the Funds? Ifyes, what would 

be the minimum asset value size to achieve proper diversification and liquidity? 
5) Please specify if the cash collateral reinvest vehicle are daily valued at market or based on amortized cost. 
6) Do the cash collateral pools invest in paper or short term/to medium term debt instruments issued by bonowers in your 

program? 
7) Did the collateral pools experience issuer default (i.e. Lehman, Sigma, Theta, etc.)? 
8) Do the collateral pools have both liquidity risk issues and extension risk? 
9) Does your organization have cash collateral pools dedicated to securities lending that conforms to a registered 2a-7 

fund structw·e? Does your organization have a 100% full overnight option? Please describe. 
1 0) Have any of your cash collateral reinvestment pools or separate accounts experienced losses (both realized and 

unrealized losses) during the financial crisis up to this point? 
11) Are derivatives and/or structured vehicles employed in the cash reinvestment program? Tf yes, specify types and usage. 
12) Do you rely solely on rating agencies in detennining the credit quality of a security suitable for reinvestment of cash 

collateral? 
13) If unrealized losses or highly illiquid vehicles exist in yow· program, will the Funds end-up owning a slice of the losses 

if they select your program? How will your firm going to protect the Funds and not subject the Funds to both realized 
and umealized losses going forward? 

14) If all your clients, at the same time, stop the program or do a "shmt fuse" tennination today, will clients incur losses? 
If so, what is/are the redemption policies that yow· firm instituted recently? Please provide full disclosure. 

15) Clearly state the gating and redemption procedures your fum instituted, enhanced, or codified regarding client's rights 
regarding securities lending exit or withdrawal from the program. 

16) Does the vendor provide data to third parties such as Data Explorers, Equilend or Astec? If so, describe fee 
arrangements including any soft dollar compensation and whether this is shared with the beneficial owner. Also 
describe access the beneficial owner would have to these databases. 

N. Conversion Process 
1) Describe your organization's fonnal transition planning process as it would apply to securities lending program. 
2) For example, given a notification of engagement by the end of March 2012 and a targeted conversion of July I, 2012, 

please provide a transition calendar. 
3) How should we handle securities out on loan during the conversion process? What should we consider in terms of 

unwinding without a loss, novation, substitution, recall, etc.? 
4) What are the exit strategies that you would deploy specific to impairment, extension risk or cash collateral losses, 

including gating or redemption restrictions to avoid triggering events that could lead to losses? 
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0. References 
Please provide a list of three public fund client references of similar size with contact information specific to securities 

lending services that you are contracted to provide. 
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Is the bidder a South Carolina Certified Minority Business? [ ] Yes [ ] No 

Is the bidder a Minority Business certified by another governmental entity? [ ] Yes [ ] No 

If so, please list the certifying governmental entity: 

Will any of the work under this contract be performed by a SC certified Minority Business as a subcontractor? [ ] Yes 
] No 

If so, what percentage of the total value of the contract will be performed by a SC certified Minority Business as a 
subcontractor? _____ _ 

Will any of the work under this contract be performed by a minority business certified by another governmental entity as a 
subcontractor? [ ] Yes [ ] No 

If so, what percentage of the total value of the contract will be perfonned by a minority business certified by another 
governmental entity as a subcontractor? _____ _ 
If a certified Minority Business is participating in this contract, please indicate all categories for which the Business is 
certified: 

[ ] Traditional minority 
[ ] Traditional minority, but female 
[ ] Women (Caucasian females) 
[ ] Hispanic minorities 
[ ] DOT refenal (Traditional minority) 
[ ] DOT refenal (Caucasian female) 
[ ] Temporary certification 
[ ] SBA 8 (a) certification referral 
[ ] Other minorities (Native American, Asian, etc.) 

(If more than one minority contractor will be utilized in the performance of this contract, please provide the information 
above for each minority business.) 

For a list of certified minority firms, please consult the Minority Business Directory, which is available at the following 
URL:http://www.govoepp.state.sc.us/osmbal 
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V. QUALIFICATIONS 

QUALIFICATION OF OFFEROR 

To be eligible for award of a contract, a prospective contractor must be responsible. In evaluating an Offeror's 
responsibility, the State Standards of Responsibility [R.19-445.2125] and infonnation from any other source may be 
considered. An Offeror must, upon request of the State, fum ish satisfactory evidence of its ability to meet all contractual 
requirements. Unreasonable failure to supply infonnation promptly in connection with a responsibility inquiry may be 
grounds for determining that you are ineligible to receive an award. 

-
I 1 1 I I ; I I I 1 ' I I I ( ' II I I ll I I I I 

I I I I I I I I I I II I I { I' ' I I 

SUBCONTRACTOR-- IDENTIFICATION 

If you intend to subcontract with another business for any portion of the work and that portion exceeds 10% of your price, 
your offer must identify that business and the portion of work which they are to perform. Identify potential subcontractors 
by providing the business name, address, phone, taxpayer identification number, and point of contact. In determining your 
responsibility, the state may evaluate your proposed subcontractors. 
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VI. AWARD CRITERIA 

AWARD CRITERIA -- PROPOSALS 

Award will be made to the highest ranked, responsive and responsible offeror whose offer is determined to be the most 
advantageous to the State. 

COMPETITION FROM PUBLIC ENTITIES 

If a South Carolina governmental entity submits an offer, the Procurement Officer will, when determining the lowest offer, 
add to the price provided in any offers submitted by non-governmental entities a percentage equivalent to any applicable 
sales or use tax. S.C. Code Ann. Regs 117-304.1 (Supp. 2004). 
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VII. TERMS AND CONDITIONS --A. GENERAL 

ASSIGNMENT 

No contract or its provisions may be assigned, sublet, or transfetTed without the written consent of the Procw-ement Officer. 

BANKRUPTCY 

(a) Notice. In the event the Contractor enters into proceedings relating to bankruptcy, whether voluntary or involuntary, the 
Contractor agrees to furnish written notification of the bankruptcy to the Using Governmental Unit. This notification shall 
be fumished within five (5) days of the initiation of the proceedings relating to the bankruptcy filing. This notificat ion shall 
include the date on which the bankruptcy petition was filed, the identity of the court in which the bankruptcy petition was 
filed, and a listing of all State contracts against which final payment has not been made. This obligation remains in effect 
until fmal payment under this Contract. (b) Termination. This contract is voidable and subject to immediate termination by 
the State upon the contractor's insolvency, including the filing of proceedings in bankruptcy. 

CHOICE-OF-LAW 

The Agreement, any dispute, claim, or controversy relating to the Agreement, and all the rights and obligations of the 
pmties shall, in all respects, be interpreted, construed, enforced and governed by and under the laws of the State of South 
Carolina, except its choice of law rules. As used in this paragraph, the term "Agreement" means any transaction or 
agreement arising out of, relating to, or contemplated by the solicitation. 

CONTRACT DOCUMENTS and ORDER OF PRECEDENCE 

(a) Any contract resulting from this solicitation shall consist of the following documents: (1) a Record of Negotiations, if 
any, executed by you and the Procurement Officer, (2) documentation regarding the clarification of an offer, if applicable, 
(3) the solicitation, as amended, (4) modifications, if any, to your offer, if accepted by the Procw-ement Officer, (5) your 

offer, (6) any statement reflecting the state's final acceptance (a/kfa "award"), and (7) purchase orders. These documents 
shall be read to be consistent and complimentary. Any conflict among these documents shall be resolved by giving priority 
to these documents in the order listed above. (b) The tetms and conditions of documents (1) through ( 6) above shall apply 
notwithstanding any additional or different tenns and conditions in either (i) a purchase order or other instrument submitted 
by the State or (ii) any invoice or other document submitted by Contractor. Except as otherwise allowed herein, the terms 
and conditions of all such documents shall be void and of no effect. (c) No contract, license, or other agreement containing 
contractual terms and conditions wi11 be signed by any Using Govemmental Unit. Any document signed or otherwise 
agreed to by persons other than the Procurement Officer shall be void and of no effect. 

DISPUTES 

(1) Choice-of-Forum. All disputes, claims, or controversies relating to the Agreement shall be resolved exclusively in the 
Court of Common Pleas for, or a federal court located in, Richland County, State of South Carolina. Contractor agrees that 
any act by the Government regarding the Agreement is not a waiver of either the Government's sovereign immunity or the 
Government's immunity under the Eleventh Amendment ofthe United State's Constitution. As used in this paragraph, the 
term "Agreement" means any transaction or agreement arising out of, relating to, or contemplated by the solicitation. (2) 
Service of Process. Contractor consents that any papers, notices, or process necessary or proper for the initiation or 
continuation of any disputes, claims, or controversies relating to the Agreement; for any comt action in connection 
therewith; or for the entry of judgment on any award made, may be served on Contractor by cettified mail (return receipt 
requested) addressed to Contractor at the address provided as the Notice Address on Page Two or by personal service or by 
any other manner that is permitted by law, in or outside South Carolina. Notice by cettified mail is deemed duly given 
upon deposit in the United States mail. 
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EQUAL OPPORTUNITY 

Contractor is refened to and shall comply with all applicable provisions, if any, of Title 41, Part 60 of the Code of Federal 
Regulations, including but not limited to Sections 60-1.4, 60-4.2, 60-4.3, 60-250.5(a), and 60-741.5(a), which are hereby 
incorporated by reference. 

FALSE CLAIMS 

According to the S.C. Code of Laws Section 16-13-240, "a person who by false pretense or representation obtains the 
signature of a person to a written instrument or obtains from another person any chattel, money, valuable security, or other 
property, real or personal, with intent to cheat and defraud a person of that property is guilty" of a crime. 

FIXED PRICING REQUIRED 

Any pricing provided by contractor shall include all costs for performing the work associated with that pr ice. Except as 
otherwise provided in this solicitation, contractor's price shall be fixed for the duration of this contract, including option 
terms. This clause does not prohibit contractor from offering lower pricing after award. 

NON-INDEMNIFICATION 

Any term or condition is void to the extent it requires the State to indemnify anyone. 

NOTICE 

(A) After award, any notices shall be in writing and shall be deemed duly given (1) upon actual delive1y, if delivery is by 
hand, (2) upon receipt by the transmitting party of automated confrrmation or answer back from the recipient's device if 
delivery is by telex, telegram, facsimile, or electronic mail, or (3) upon deposit into the United States mail, if postage is 
prepaid, a retum receipt is requested, and either registered or certified mail is used. (B) Notice to contractor shall be to the 
address identified as the Notice Address on Page Two. Notice to the state shall be to the Procurement Officer's address on 
the Cover Page. Either party may designate a different address for notice by giving notice in accordance with this 
paragraph. 

PUBLICITY 

Contractor shall not publish any comments or quotes by State employees, or include the State in either news releases or a 
published list of customers, without the prior written approval of the Procurement Officer. 

PURCHASE ORDERS 

Contractor shall not perform any work prior to the receipt of a purchase order from the using governmental unit. The using 
gove1mnental unit shall order any supplies or services to be furnished under this contract by issuing a purchase order. 
Pw·chase orders may be used to elect any options available under this contract, e.g., quantity, item, delivery date, payment 
method, but are subject to all terms and conditions of this contract. Purchase orders may be electronic. No particular form 
is required. An order placed pursuant to the purchasing card provision qualifies as a purchase order. 

SETOFF 

The state shall have all of its common law, equitable, and statutory rights of set-off. These r ights shall include, but not be 
limited to, the State's option to withhold for the purposes of set-off any moneys due to the Contractor under this contract up 
to any amounts due and owing to the state with regard to this contract, any other contract with any state department or 
agency, including any contract for a term commencing prior to the term of this contract, plus any amounts due and owing to 
the state for any other reason including, without limitation, tax delinquencies, fee delinquencies or monetary penalties 
relative thereto. 
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SURVIVAL OF OBLIGATIONS 

The Parties' rights and obligations which, by their nature, would continue beyond the tetmination, cancellation, rejection, or 
expiration of this contract shall survive such termination, cancellation, rejection, or expiration, including, but not limited to, 
the rights and obligations created by the following clauses: Indemnification- Third Party Claims, Intellectual Prope1ty 
Indemnification, and any provisions regarding warranty or audit. 

TAXES 

Any tax the contractor may be required to collect or pay upon the sale, use or delivery of the products shall be paid by the 
State, and such sums shall be due and payable to the contractor upon acceptance. Any personal property taxes levied after 
delivery shall be paid by the State. It shall be solely the State's obligation, after payment to contractor, to challenge the 
applicability of any tax by negotiation with, or action against, the taxing authority. Contractor agrees to refund any tax 
collected, which is subsequently determined not to be proper and for which a refund has been paid to contractor by the 
taxing authority. In the event that the contractor fails to pay, or delays in paying, to any taxing authorities, sums paid by the 
State to contractor, contractor shall be liable to the State for any loss (such as the assessment of additional interest) caused 
by virtue ofthis failure or delay. Taxes based on Contractor's net income or assets shall be the sole responsibility of the 
contractor. 

THIRD PARTY BENEFICIARY 

This Contract is made solely and specifically among and for the benefit of the parties hereto, and their respective successors 
and assigns, and no other person will have any rights, interest, or claims hereunder or be entitled to any benefits under or on 
account of this Contract as a third party beneficiary or otherwise. 

WAIVER 

The State does not waive any prior or subsequent breach of the terms of the Contract by making payments on the Contract, 
by failing to terminate the Contract for lack of performance, or by failing to strictly or promptly insist upon any term of the 
Contract. Only the Procurement Officer has actual authority to waive any of the State's rights under this Contract. Any 
waiver must be in writing. 
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VII. TERMS AND CONDITIONS -- B. SPECIAL 

CHANGES 

(1) Contract Modification. By a written order, at any time, and without notice to any surety, the Procurement Officer may, 
subject to all appropriate adjustments, make changes within the general scope of this contract in any one or more of the 
following: 
(a) drawings, designs, or specifications, if the supplies to be furnished are to be specially manufactured for the [State] in 
accordance therewith; 
(b) method of shipment or packing; 
(c) place of delivery; 
(d) description of services to be performed; 
(e) time of performance (i.e., hours of the day, days ofthe week, etc.); or, 
(f) place of performance of the services. Subparagraphs (a) to (c) apply only if supplies are furnished under this contract. 
Subparagraphs (d) to (f) apply only if services are performed under this contract. 

(2) Adjustments of Price or Time for Performance. If any such change increases or decreases the contractor's cost of, or 
the time required for, performance of any part of the work under this contract, whether or not changed by the order, an 
adjustment shall be made in the contract price, the delivery schedule, or both, and the contract modified in writing 
accordingly. Any adjustment in contract price made pursuant to this clause shall be determined in accordance with the 
Price Adjustment Clause of this contract. Failure of the parties to agree to an adjustment shall not excuse the contractor 
from proceeding with the contract as changed, provided that the State promptly and duly make such provisional 
adjustments in payment or time for performance as may be reasonable. By proceeding with the work, the contractor shall 
not be deemed to have prejudiced any claim for additional compensation, or an extension of time for completion. 
(3) Time Period for Claim. Within 30 days after receipt of a written contract modification under Paragraph (1) of this 
clause, unless such period is extended by the Procurement Officer in writing, the contractor shall file notice of intent to 
assert a claim for an adjustment. Later notification shall not bar the contractor's claim unless the State is prejudiced by the 
delay in notification. 
(4) Claim Barred After Final Payment. No claim by the contractor for an adjustment hereunder shall be allowed if notice is 
not given prior to final payment under this contract. 

COMPLIANCE WITH LAWS 

During the term of the contract, contractor shall comply with all applicable provisions of laws, codes, ordinances, mles, 
regulations, and tariffs. 

CONTRACTOR PERSONNEL 

The Contractor shall enforce strict discipline and good order among the Contractor's employees and other persons carrying 
out the Contract. The Contractor shall not pennit employment of unfit persons or persons not skilled in tasks assigned to 
them. 

CONTRACTOR'S COST 

All costs associated with listing, marketing, promoting, advertising and selling all property designated by General Services 
for auction under this contract will be borne by the State if approved by General Services in advance. 

CONTRACTOR'S OBLIGATION-- GENERAL 

The contractor shall provide and pay for all materials, tools, equipment, labor and professional and non-professional 
services, and shall perform all other acts and supply all other things necessary, to fully and properly perform and complete 
the work. The contractor must act as the prime contractor and assume full responsibility for any subcontractor's 
performance. The contractor will be considered the sole point of contact with regard to all situations, including payment of 
all charges and the meeting of all other requirements. 
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(1) ContTactor shall purchase from and maintain in a company or companies lawfully authorized to do business in South Carolina such 
insurance as will protect the contractor from the types of claims set forth below which may arise out of or result from the contractor's 
operations under the contract and for which the contractor may be legally liable, whether such operations be by the contractor or by a 
subcontractor or by anyone directly or indirectly employed by any of them, or by anyone for whose acts any of them may be liable: (a) 
claims under workers' compensation, disability benefit and other similar employee benefit acts which are applicable to the work to be 
performed; (b) claims for damages because of bodily injury, occupational sickness or disease, or death of the contractor's employees; (c) 
claims for damages because of bodily injury, sickness or disease, or death of any person other than the contractor's employees; (d) claims 
for damages insured by usual personal injury liability coverage; (e) claims for damages, other than to the work itself, because of injury to 
or destruction of tangible property, including loss of use resulting therefrom; (f) claims for damages because of bodily injury, death of a 
person or property damage arising out of ownership, maintenance or use of a motor vehicle; (g) claims for bodily injury or property 
damage arising out of completed operations; and (h) claims involving contractual liability insurance applicable to the Contractor's 
obligations under the provision entitled Indemnification- Third Party Claims. 
(2) Coverage shall be written on an occurrence basis and shall be maintained without interruption from date of commencement of the 
work until date of final payment. Coverage must include the following on a commercial basis: (i) Premises- Operations, (ii) 
Independent Contractor's Protective, (iii) Products and Completed Operations, (iv) Personal and Advertising Injury, (v) Contractual, 
including specific provision for contractor's obligations under the provision entitled Indemnification- Third Party Claims, (vi) Broad 
Form Property Damage including Completed Operations, and (vii) Owned, Non-owned and Hired Motor Vehicles. 
(3) The insurance required by this paragraph shall be written for not less than the following limits of liability or as required by law, 
whichever coverage is greater.: 
COMMERCIAL GENERAL LIABILITY: 
General Aggregate (per project) $1,000,000 
Products/Completed Operations $1,000,000 
Personal and Advertising Injury $1,000,000 
Each Occurrence $1,000,000 
Fire Damage (Any one fire)$ 50,000 
Medical Expense (Any one person) $ 5,000 
BUSINESS AUTO LIABILITY (including All Owned, Nonowned, and Hired Vehicles): 
Combined Single Limit $1 ,000,000 OR 
Bodily Injury & Property Damage (each) $750,000 
WORKER'S COMPENSATION: 
State Statutory 
Employers Liability $100,000 Per Ace. 
$500,000 Disease, Policy Limit; $100,000 Disease, Each Employee 
(4) Required Documentation. (a) Prior to commencement of the work, contractor shall provide to the state a signed, original certificate of 
liability insurance (ACORD 25). The certificate shall identify the types of insurance, state the limits of liability for each type of coverage, 
include a provision for 30 days notice prior to cancellation, name every applicable using governmental unit (as identified on the cover 
page) as a Certificate Holder, provide that the general aggregate limit applies per project, and provide that coverage is written on an 
occurrence basis. (b) Prior to commencement of the work, contractor shall provide to the state a written endorsement to the contractor's 
general liability insurance policy that (i) names every applicable using governmental unit (as identified on the Cover Page) as an 
additional insured, (ii) provides that no material alteration, cancellation, non-renewal, or expiration ofthe coverage contained in such 
policy shall have effect unless the named governmental unit(s) has been given at least thirty (30) days prior written notice, and (iii) 
provides that the Contractor's liability insurance policy shall be primary, with any liability insurance of the state as secondary and 
noncontributory. (c) Both the certificate and the endorsement must be received directly from either the contractor's insurance agent or the 
insurance company. 
(5) Contractor shall provide a minimum of thirty (30) days written notice to every applicable using governmental un it of any proposed 
reduction of coverage limits (on account of revised limits or claims paid under the General Aggregate) or any substitution of illSurance 
ca!Ticrs. 
(6) The state's failure to demand either a certificate of insurance or written endorsement required by this paragraph is not a waiver of 
contractor's obligations to obtain the required insurance. 

CONTRACTOR'S USE OF STATE PROPERTY 

Upon termination of the contract for any reason, the State s hall have the right, upon demand, to obtain access to, and 
possession of, a ll State properties, including, but not limited to, current copies of all State application programs and 
necessary documentation. all data, files, intermediate materials and supplies held by the contractor. Contractor shall not use, 
reproduce, distribute, display, or sell any data, material, or documentation owned exclusively by the State without the 
State's written consent, except to the extent necessary to carry out the work. 
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DEFAULT 

(a) (1) The State may, subject to paragraphs (c) and (d) of this clause, by written notice of default to the Contractor, 
terminate this contract in whole or in part if the Contractor fails to: 

(i) Deliver the supplies or to perfonn the services within the time specified in this contract or any extension; 

(ii) Make progress, so as to endanger performance of this contract (but see paragraph (a)(2) of this clause); or 

(iii) Perform any of the other material provisions of this contract (but see paragraph (a)(2) of this clause). 

(2) The State's right to terminate this contract under subdivisions (a)( l )(ii) and (l)(i ii) of this clause, may be exercised if the 
Contractor does not cure such failure within 10 days (or more if authorized in writing by the Procurement Officer) after 
receipt of the notice fi·om the Procurement Officer specifying the failure. 

(b) If the State tetminates this contract in whole or in part, it may acquire, under the terms and in the manner the 
Procurement Officer considers appropriate, supplies or services similar to those terminated, and the Contractor will be 
liable to the State for any excess costs for those supplies or services. However, the Contractor shall continue the work not 
terminated. 

(c) Except for defaults of subcontractors at any tier, the Contractor shall not be liable for any excess costs if the failure to 
perform the contract arises from causes beyond the control and without the fault or negligence of the Contractor. Examples 
of such causes include (1) acts of God or of the public enemy, (2) acts of the State in either its sovereign or contractual 
capacity, (3) ftres, ( 4) floods, (5) epidemics, (6) quarantine restrictions, (7) strikes, (8) freight embargoes, and (9) unusually 
severe weather. Tn each instance the failure to perform must be beyond the control and without the fault or negligence of 
the Contractor. 

(d) If the failure to perfonn is caused by the default of a subcontractor at any tier, and if the cause of the default is beyond 
the control of both the Contractor and subcontractor, and without the fault or negligence of either, the Contractor shall not 
be liable for any excess costs for failure to perform, unless the subcontracted supplies or services were obtainable from 
other sources in sufficient time for the Contractor to meet the required delivery schedule. 

(e) If this contract is terminated for default, the State may require the Contractor to transfer title and deliver to the State, as 
directed by the Procurement Officer, any (1) completed supplies, and (2) partially completed supplies and materials, parts, 
tools, dies, jigs, flx.tures, plans, drawings, information, and contract rights (collectively referred to as "manufacturing 
materials" in this clause) that the Contractor has specifically produced or acquired for the tetminated potiion of this 
contract. Upon direction of the Procurement Officer, the Contractor shall also protect and preserve property in its 
possession in which the State has an interest. 

(f) The State shall pay contract price for completed supplies delivered and accepted. The Contractor and Procurement 
Officer shall agree on the amount of payment for manufacturing materials delivered and accepted and for the protection and 
preservation of the property; if the parties fail to agree, the Procurement Officer shall set an amount subject to the 
Contractor's rights tmder the Disputes clause. Failure to agree will be a dispute under the Disputes clause. The State may 
withhold from these amounts any sum the Procurement Officer determines to be necessary to protect the State against loss 
because of outstanding liens or claims of former lien holders. 

(g) If, after termination, it is determined that the Contractor was not in default, or that the default was excusable, the rights 
and obligations of the parties shall, if the contract contains a clause providing for termination for convenience of the State, 
be the same as if the termination bad been issued for the convenience of the State. If, in the foregoing circumstances, this 
contract does not contain a clause providing for termination for convenience of the State, the contract shall be adjusted to 
compensate for such termination and the contract modifl.ed accordingly subject to the contractor's rights under the Disputes 
clause. 

(b) The rights and remedies of the State in this clause are in addition to any other rights and remedies provided by law or 
under this contract. 
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ILLEGAL IMMIGRATION 

(An overview is available at www.procurement.sc.gov) By signing your offer, you ce1tify that you will comply with the 
applicable requirements of Title 8, Chapter 14 of the South Carolina Code of Laws and agree to provide to the State upon 
request any documentation required to establish either: (a) that Title 8, Chapter 14 is inapplicable to you and yow
subcontractors or sub-subcontractors; or (b) that you and your subconh·actors or sub-subcontractors are in compliance with 
Title 8, Chapter 14. Pursuant to Section 8-14-60, "A person who knowingly makes or files any false, fictitious, or 
fraudulent document, statement, or report pursuant to this chapter is guilty of a felony, and, upon conviction, must be fined 
within the discretion of the court or imprisoned for not more than five years, or both. " You agree to include in any 
contracts with yow- subcontractors language requiring your subcontractors to (a) comply with the applicable requirements 
of Title 8, Chapter 14, and (b) include in their contracts with the sub-subcontractors language requiring the sub
subcontractors to comply with the applicable requirements of Title 8, Chapter 14. 

INDEMNIFICATION- THIRD PARTY CLAIMS 

Notwithstanding any limitation in this agreement, Contractor shall defend and indemnify the State of South Carolina, its 
instrumentalities, agencies, departments, boards, political subdivisions and all their respective officers, agents and 
employees against a ll suits or claims of any nature (and all damages, settlement payments, attorneys' fees, costs, expenses, 
losses or liabilities attributable thereto) by any third party which arise out of, or result in any way from, any defect in the 
goods or services acquired hereunder or from any act or omission of Contractor, its subcontractors, their employees, 
workmen, servants or agents. Contractor shall be given written notice of any suit or claim. State shall allow Contractor to 
defend such clain1 so long as such defense is diligently and capably prosecuted through legal counsel. State shall allow 
Contractor to settle such suit or claim so long as (i) all settlement payments are made by (and any defened settlement 
payments are the sole liability of) Contractor, and (ii) the settlement imposes no non-monetary obligation upon State. State 
shall not admit liability or agree to a settlement or other disposition of the suit or claim, in whole or in part, without the 
prior written consent of Contractor. State shall reasonably cooperate with Contractor's defense of such suit or claim. The 
obligations of this paragraph shall survive te1mination of the parties' agreement. 

LICENSES AND PERMITS 

During the term of the contract, the Contractor shall be responsible for obtaining, and maintaining in good standing, all 
licenses (including professional licenses, if any), permits, inspections and related fees for each or any such licenses, permits 
and /or inspections required by the State, county, city or other government entity or unit to accomplish tile work specified in 
this solicitation and the contract. 

PAYMENT [Amend or delete this clause as necessary.] 

PRICE ADJUSTMENTS 

(1) Method of Adjustment. Any adjustment in the contract price made pursuant to a clause in this contract shall be 
consistent with this Contract and shall be arrived at through whichever one of the following ways is the most valid 
approximation of the actual cost to the Contractor (including profit, if otherwise allowed): 
(a) by agreement on a fixed price adjustment before commencement of the pertinent performance or as soon thereafter as 
practicable; 
(b) by unit prices specified in the Contract or subsequently agreed upon; 
(c) by the costs attributable to the event or situation covered by the relevant clause, including profit if otherwise allowed, all 
as specified in the Contract; or subsequently agreed upon; 
(d) in such other manner as the parties may mutually agree; or, 
(e) in the absence of agreement by the parties, through a unilateral initial written detennination by the Procurement Officer 
of the costs attributable to the event or situation covered by the clause, including profit if otherwise allowed, all as 
computed by the Procurement Officer in accordance with generally accepted accounting principles. 
(2) Submission of Price or Cost Data. Upon request of the Procurement Officer, the contractor shall provide reasonably 
available factual information to substantiate that the price or cost offered, for any price adjustments is reasonable. 

PRICE ADJUSTMENT -LIMITED --AFTER INITIAL TERM ONLY [INCLUDE CLAUSE ONLY IF 
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APPLICABLE] 

Upon approval of the Procurement Officer, prices may be adjusted for any renewal term. Prices shall not be increased 
during the initial term. Any request for a price increase must be received by the Procurement Officer at least ninety (90) 
days prior to the expiration of the applicable term and must be accompanied by sufficient documentation to justifY the 
increase. If approved, a price increase becomes effective starting with the term beginning after approval. A price increase 
must be executed as a change order. Contractor may terminate this contract at the end of the then cmTent term if a price 
increase request is denied. Notice of termination pursuant to this paragraph must be received by the Procurement Officer 
no later than fi fteen (15) days after the Procurement Officer sends contractor notice rejecting the requested price increase 

PRICE ADJUSTMENTS- LIMITED BY CPI "Other Goods & Services" [INCLUDE CLAUSE ONLY IF 
APPLICABLE] 

Upon request and adequate justification, the Procurement Officer may grant a price increase up to, but not to exceed, the 
unadjusted percent change for the most recent 12 months for which data is available, that is not subject to revision, in the 
Consumer Price Index (CPI) for all urban consumers (CPI-U), "Other Goods & Services" for services, as determined by the 
Procurement Officer. The Bureau of Labor and Statistics publishes this information on the web at www.bls.gov. 

PRICING DATA-- AUDIT --INSPECTION 

(a) Cost or Pricing Data. Upon Procurement Officer's request, you shall submit cost or pricing data, as defined by 48 
C.F.R. Section 2.101 (2004), prior to either (1) any award to contractor or (2) execution of a change order or contract 
modification with contractor. Your price, including profit or fee, shall be adjusted to exclude any significant sums by 
which the state finds that such price was increased because you furnished cost or pricing data that was inaccurate, 
incomplete, or not cunent as of the date agreed upon between parties. (b) Records Retention. You shall maintain your 
records for three years from the date of fmal payment, or longer if requested by the chief Procurement Officer. The state 
may audit your records at reasonable times and places. As used in this subparagraph (b), the term "records" means any 
books or records that relate to cost or pricing data submitted pursuant to th is clause. In addition to the obligation stated in 
this subparagraph (b), you shall retain all records and allow any audits provided. (c) Inspection. At reasonable tin1es, the 
state may inspect any part of your place of business which is related to performance of the work. (d) Instructions 
Certification. When you submit data pursuant to subparagraph (a), you shall (1) do so in accordance with the instructions 
appearing in Table 15-2 of 48 C.F.R. Section 15.408 (2004) (adapted as necessary for the state context), and (2) submit a 
Certificate of Current Cost or Pricing Data, as prescribed by 48 CFR Section 15.406-2(a) (adapted as necessary for the state 
context). (e) Subcontracts. You shall include the above text ofthis clause in all of your subcontracts. (f) Nothing in this 
clause limits any other rights of the state. 

RELATIONSHIP OF THE PARTIES 

Neither party is an employee, agent, partner, or joint venturer of the other. Neither party has the right or ability to bind the 
other to any agreement with a third party or to incur any obligation or liability on behalf of the other party. 

TERM OF CONTRACT-- EFFECTIVE DATE /INITIAL CONTRACT PERIOD 

The effective date of this contract is the first day of the Maximum Contract Period as specified on the final statement of 
award. The initial term of this agreement is Ladjust this timeframe as a~ro riate]lyears, Omonths, Odays from the 
effective date. this contract · no later than the last date stated on the final statement of award. -

TERM OF CONTRACT -- OPTION TO RENEW 

At the end of the initial term, and at the end of each renewal term, this contract shall automatically renew for a period of 
(adjust this timeframe as appropriate! one (I) year(s), 0 month(s), and Oday(s), unless 

contractor receives notice that the state elects not to renew the contract at least thirty (30) days prior to the date of renewal. 
Regardless, this contract expires no later than the last date stated on the fmal statement of award. 
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TERM OF CONTRACT --TERMINATION BY CONTRACTOR 

Contractor may terminate this contract at the end of the initial tenn, or any renewal term, by providing the Procurement 
Officer notice of its election to terminate under this clause at least 90days prior to the expiration of the then current term. 

TERMINATION FOR CONVENIENCE 

(1) Tennination. The Procurement Officer may terminate this contract in whole or in part, for the convenience of the State. 
The Procurement Officer shall give written notice ofthe tetmination to the contractor specifYing the part of the contract 
terminated and when termination becomes effective. 
(2) Contractor's Obligations. The contractor shall incur no further obligations in connection with the terminated work and 
on the date set in the notice of termination the contractor will stop work to the extent specified. The contractor shall also 
terminate outstanding orders and subcontracts as they relate to the terminated work. The contractor shall settle the 
liabilities and claims arising out of the termination of subcontracts and orders connected with the tenninated work. The 
Procurement Officer may direct the contractor to assign the contractor's right, title, and interest under terminated orders or 
subcontracts to the State. The contractor must sti ll complete the work not terminated by the notice of termination and may 
incur obligations as are necessary to do so. 
(3) Right to Supplies. The Procmement Officer may require the contractor to transfer title and deliver to the State in the 
manner and to the extent directed by the Procurement Officer: (a) any completed supplies; and (b) such partially completed 
supplies and materials, parts, tools, dies, jigs, fixtures, plans, drawings, infonnation, and contract rights (hereinafter called 
"manufacturing material") as the contractor has specifically produced or specially acquired for the perfonnance of the 
terminated part of this contract. The contractor shall, upon direction of the Procurement Officer, protect and preserve 
property in the possession ofthe contractor in which the State has an interest. If the Procurement Officer does not exercise 
this right, the contractor shall use best efforts to sell such supplies and manufacturing materials in a accordance with the 
standards of Uniform Commercial Code Section 2-706. Utilization of this Section in no way implies that the State has 
breached the contract by exercise of the Termination for Convenience Clause. 
(4) Compensation. (a) The contractor shall submit a termination claim specifying the amounts due because of the 
tennination for convenience together with cost or pricing data required for such claim. If the contractor fails to f.tle a 
tennination claim within one year from the effective date oftennination, the Procurement Officer may pay the contractor, if 
at all, an amount set in accordance with Subparagraph (c) of this Paragraph. 
(b) The Procurement Officer and the contractor may agree to a settlement and that the settlement does not exceed the total 
contract price plus settlement costs reduced by payments previously made by the State, the proceeds of any sales of 
supplies and manufacturing materials under Paragraph (3) of this clause, and the contract price of the work not terminated; 
(c) Absent complete agreement under Subparagraph (b) of this Paragraph, the Procurement Officer shall pay the contractor 
the following amounts, provided payments agreed to under Subparagraph (b) shall not duplicate payments under this 
Subparagraph: 
(i) contract prices for supplies or services accepted under the contract; 
(ii) costs reasonably incurred in performing the terminated portion of the work less amounts paid or to be paid for accepted 
supplies or services; 
(iii) reasonable costs of settling and paying claims arising out of the termination of subcontracts or orders pursuant to 
Paragraph (2) of this clause. These costs must not include costs paid in accordance with Subparagraph (c)(ii) of this 
paragraph; 
(iv) any other reasonable costs that have resulted from the termination. The total sum to be paid the contractor under this 
Subparagraph shall not exceed the total contract price plus the reasonable settlement costs of the conh·actor reduced by the 
amount of payments otherwise made, the proceeds of any sales of supplies and manufacturing materials under 
Subparagraph (b) of this Paragraph, and the contract price of work not terminated. 
(d) Contractor must demonstrate any costs claimed, agreed to, or established under Subparagraphs (b) and (c) ofthis 
Paragraph using its standard record keeping system, provided such system is consistent with any applicable Generally 
Accepted Accounting Principles. 
(5) Contractor's failure to include an appropriate termination for convenience clause in any subcontract shall not (i) affect 
the state's right to require the termination of a subcontract, or (ii) increase the obligation of the state beyond what it would 
have been if the subcontract had contained an appropriate clause. 
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VIII. 

Based upon the information provided in this request for proposal, state your annual fee for the next five years for the 

proposed relationship with the Office of the State Treasurer, Retirement Systems, and the Investment Commission. Please 

provide three separate fee quotes for custody with securities lending, custody without securities lending, and standalone 

securities lending only. 

A. Please provide an annual flat fee for custody services required by the Funds. The flat fee should be quoted in a 
flat dollar (in US dollars) basis. 

If the function of securities lending is allowed: (Please note that the Funds are asking "if your organization is given the 
mandate" to lend securities and not to net the revenue stream generated from securities lending to the flat dollar fee.) 

SC General Account and LGIP Flat Dollar Fee 
1'1 Year 
2nd Year 
3rd Year 
41h Year 
51h Year 

SC Retirement Systems Flat Dollar Fee 
1'1 Year 
2nd Year 
3rd Year 
4th Year 
51h Year 

If the function of securities lending is not allowed: (Please note that the Funds are asking "if your organization is not given 
the mandate" to lend securities.) 

SC General Account and LGIP Flat Dollar Fee 
1'1 Year 
2"d Year 
3rd Year 
4th Year 
5th Year 

SC Retirement Systems Flat Dollar Fee 
1'1 Year 
2nd Year 
3rd Yea r 
4th Year 
51h Year 

B. What are the short term investment vehicles you propose as applicable to either the Retirement Systems or the 
General Account/LGIP? What is the total expense ratio, including management fees? (Specify: Sweep Options, 
Late Day Cash, Overnight, FDIC approved, 2a-7 funds, and US Government Only.) 

C. What are the overdraft charges for domestic and international transactions? 

D. What is the proposed Securities Lending Revenue Sharing Arrangement or Split, including the level of 
indemnification provided? 
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E. Identify the services included in the flat fee stated in Item A and based on the current investment structure of the 
Funds: 

a) Custody Services for all Asset Types (i.e., domestic and international? yes_no_ 
If no, what are the charges? 

Safekeeping $ ______ charge or fee 
Asset Servicing 
Transaction Processing 

$ charge or fee 
$ charge or fee 

Do the custody services include? (please check) 
Power of Attorney Support 
Global Tax Agent Support 
Country Regulatory Registration 
Tax-Exempt Filing Assistance 
Market Guide 

b) Multicunency Full Accrual Trade Date Accounting and Reporting? 
If no, what are the charges? 

yes_no _ 

Standard reports $ ______ charge or fee 
Customized reporting $ charge or fee 

c) Accounting - Monthly Valuation? yes_ no_ 
If no, what are the charges? 
Per portfolio $ ______ charge or fee 
Per Asset Level, Fund or Composite $ charge or fee 

d) Daily On-line/Internet services? yes_ no_ 
If no, what are the charges? 

$ _ ___ __ charge or fee 
$ charge or fee 

e) Contractual Settlement and Auto credit program? yes_no_ 
If no, what are the charges? 

Domestic $ _ _____ charge or fee 
International $ charge or fee 
ADR's $ charge or fee 

f) Transition, conversion, and reregistration costs? 
If no, what are the charges? 

yes_no _ 

$ _ ______ chargeorfue 
$ charge or fee 
$ charge or fee 

g) Penalty costs? yes_ no _ 
If no, what are the costs? 

Third-party FX trades 
Third-party Sec lending 
Others: (specify) 

_ _ _ _____ per trade 
based administration fee - - ------

- ------- transactions (see below) 

Specific to supp011 for Third Party Securities Lending Programs (If fees are different than those delineated below list 
additional fees) 

Third party 
Annual third party collateral custody fee (based on Cash 
Collateral NA V) 
Third party purchases/sales transactions- DTC Manual 
Third party purchases/sales transactions- DTC Electronic 
Third pa11y purchases/sales transactions- Euroclear Manual 
Third party loans/loan returns - DTC and FED book entry 
manual processing 
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Third party loans/loan retums - DTC and FED book electronic 
delivery 
Third party marks- DTC SPO - Flat monthly fee- manual 
Third party marks- DTC SPO - Flat monthly fee - electronic 
Third party marks - DTC SPO - FED book entry - manual 
processing (each way) 
Third party marks- DTC SPO - FED book entry - electronic 
processing (each way) 
Third party outgoing wires 
Third party incoming wires 
Third party Cash Monitoring system fees 
Third party DDA fees (monthly per DDA) 
Third party Cash Monitoring installation fees 
Third party technology/programming development time 
(hours) INCLUDED in core/transition 
Third party technology/programming development time hourly 
rate after included quantity 
Third party monthly file maintenance fee (24/7/365 
monitoring, support and maintenance) 
Any additional clarification of third party support (bundled 
program support with all applicable limits(# lenders, etc.) and 
clarifications) 
Any/All other charges (explain). 

h) Out-of-pocket expenses? yes _ no _ 
If no, what are the charges? 

$ 

$ 
$ 
$ 

$ 

$ 
$ 
$ 
$ 
$ 
$ 

$ 

$ 

$ 

$ 

Wire transfer $ ______ charge or fee 
Courier service $ charge or fee 
Telex charges $ charge or fee 
Computer processing $ charge or fee 
Staff training $ charge or fee 
Stamp duty $ charge or fee 
Registration $ charge or fee 
Others: (specify)$ charge or fee 

i) Corporate Actions- both Domestic and Intemational? 
Voluntary/Mandatory $ ______ charge or fee 
Involuntary $ charge or fee 
Others: $ charge or fee 

j) Proxy notification? yes _ no_ 
lf no, what are the charges? 

Reporting: $ ______ chargeor fue 
On-line Access: $ charge or fee 
Others: _______ _ $ charge or fee 

k) Class Action- both Domestic and International? yes_ no _ 
If no, what are the charges? 

Reporting $ ______ charge or fee 
On-line Access $ charge or fee 
Legal Fil ings $ charge or fee 
Others: $ charge or fee 

charge or fee 

charge or fee 
charge or fee 
charge or fee 

charge or fee 

charge or fee 
charge or fee 
charge or fee 
charge or fee 
charge or fee 
charge or fee 

charge or fee 

charge or fee 

charge or fee 

charge or fee 

I) The Funds require a minimum of 40 hours for training and continuing education for keeping clients abreast of new 
developments within your organization and the trust/custody/securities lending/fund administration industry? 

yes_no _ 
If no, what are the fees or charges? 

$ _ _ ____ charge or fee 
$ charge or fee 
$ charge or fee 
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m) Investment compliance checking 
If no, what are the fees or charges? 

yes_no_ 

Basic (Software Solution Only) 
Intermediate (Monthly Outsource) 
Advance (Daily Full Outsource) 
Others: (specify) 

n) Independent Derivatives Processing and Valuation 
If no, what are the fees or charges? 

$ _ _ ____ charge or fee 
$ charge or fee 
$ charge or fee 
$ charge or fee 

yes_no _ 

Valuation and Reporting: $ _ _ ____ charge or fee 
Processing: $ charge or fee 
Collateral Management $ charge or fee 
Others: $ charge or fee 

o) Perfonnance Cales yes _ no _ 
If no, what are the fees or charges? 

Monthly return calculation 
Daily return calculation 
Historical data download 
Gross and Net of Fees 
Lagged and Non-Lagged 
IRR and Time Weighted 
Others: ______ _ 

$ _ _ __ _ 
$ ____ _ 
$ _ ___ _ 
$ _ ___ _ 
$ _ ___ _ 
$ _ ___ _ 
$ _ ___ _ 

p) Perfonnance Measurement and Analytics yes_ no_ 
If no, what are the fees or charges? 

Benchmark/Index $ _ _ _ _ _ 
Peer Group/Universe Comp $ ___ _ _ 
Portfolio Characteristics $ ___ _ _ 
Risk-Adjusted Return Cales $ ____ _ 
Historical data download $ ____ _ 
Executive Board Reports $ _ _ __ _ 
Drill Down Commingled funds $ _____ _ 
Customized benchmarks/universes $ ____ _ 
Bond Analytics $ ____ _ 
Attribution $ ____ _ 
Trading cost analysis $ _ ___ _ 
Others: (specify) $ ___ _ _ 

Specific to Perfonnance Tools, are any of the following included? yes_ no_ 
BARRA Analytics $ _ _ __ _ 
Vestek $ ____ _ 
Style Analyzer $ ____ _ 
TUCS $ ____ _ 
BondEdge $ _ ___ _ 
BlackRock Solutions $ _ _ __ _ 
Wilshire Analytics $ ____ _ 
Yield Book $ _ ___ _ 
Others: (specify) $ _ ___ _ 

q) Advanced Risk Analytics yes_ no_ 
If no, what are the fees or charges? 

Value at Risk (VaR) 
Stress Testing 
Scenario Analysis 
Others: (specify) 

r) Data Interface with 3'd Party Providers yes _no_ 
If no, what are the fees or charges? 

$ ____ _ 
$ ____ _ 
$ ___ _ _ 
$ _ ___ _ 

Fund Consultants $ _ _ __ _ 
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Actuary $ ____ _ 

External Auditors 
Eagle Systems 
Nottingham 

$ ____ _ 
$ _ ___ _ 
$ _ _ _ _ _ 

3rd Party Class Action Agent 
3rd Party Tax Reclaim Agent 
3 rd Party Proxy Voting Service 
Others: (specify) 

s) GIL Interface or Data Upload yes_ no _ 
If no, what are the fees or charges? 

SAP G/L Module 
QED 11 (Investment Acctg) 
Others (specify) 

t) Corporate Governance Tools? yes_ no_ 
If no, what are the fees or charges? 

$ _ _ __ _ 
$ _ _ _ _ _ 
$. _ _ _ _ _ 
$ _ _ _ _ _ 

$ ______ charge or fee 
$ charge or fee 

$ _ _____ charge or fee 
$ charge or fee 
$ charge or fee 

u) Alternative Investment Support 
-Private Equity, Hedge Funds, Real Estate, Commodities, etc.? yes_ no_ 

If no, list the service and associated charge. · 
Basic Line Item Reporting $ ______ charge or fee 
Reporting and Monitoring $ charge or fee 
Full Drill Down (Holdings) $ charge or fee 
Full Outsource Support $ charge or fee 
Shadow Accounting $ charge or fee 
Distributions $ charge or fee 
Capital Calls $ charge or fee 
Document Management $ charge or fee 
Others: (specify) $ charge or fee 

Specific to altemative inv. support, are any of the following included? yes _ no _ 
Burgiss Group 

Informant $ - ----
Archivist $ ____ _ 
Others: (specify) $ ____ _ 

SunGard Investran $ ____ _ 
Private Edge $ ____ _ 
Venture Economics $ _____ _ 
Hedge Fund Administration $ ____ _ 
Hedge Fund Transparency $ _ ___ _ 
Others: (specify) $ ____ _ 

v) Document Management and Library Maintenance ? yes _ no_ 
If no, what are the fees or charges? 

$ charge or fee 
$ charge or fee 

w) Specify other charges and fees not included in the proposed FLAT FEE. If a charge or fee is in direct response to a 
particular RFP question, identify both section and question. 

$ ______ chargeorree 
$ charge or fee 
$ charge or fee 
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F. You are required to provide the following information. Provide an estimate of fees/costs that the Funds will 
incur annually based on the assumptions specified on the future investment structure as discussed in the 
Introduction of the RFP. Utilize your organization's schedule or methodology, namely: traditional asset based, 
account based and transaction charges. State assumptions. Enumerate all charges. 

SC Retirement Systems and SC Investment Commission 

Account Fees # of Accounts Fees Pro-Forma Cost 
Number of Plans 5 

Domestic Equities 
Separate Accounts 7 
Commingled/Line Items 0 

International Equities 
Separate Accounts 0 
Commingled/Line Items 3 

Domestic Fixed Income 

Separate Accounts 7 
Commingled/Line Items 0 

Global Fixed-Income 
Separate Accounts 2 

Commingled/Line Items 6 

Real Estate 
Direct/Separate Accounts 0 
Commingled/Line Items 6 

Private Equity 
Direct/Separate Accounts 0 
Commingled/Line Items 27 

Derivatives/Overlay 
Direct/Separate Accounts 2 

Hedge Funds/Absolute 
Returns 

Direct/Separate Accounts 0 
Commingled/Line Items 9 

Commodities 
Direct/Separate Accounts 0 
Commingled/Line Items 0 

Strategic Partnerships 
Direct/Separate Accounts 

Commingled/Line Items 27 
Cash Accounts 

Direct/Separate Accounts 0 
Commingled/Line Items 13 

Transition Accounts 
Direct/Separate Accounts 2 

Custody Fees Market Values Fees Pro-Forma Cost 
Domestic Equities 

Separate Accounts $2,120,554,029.40 

Commingled/Line Items 

International Equities 
Separate Accounts 
Commingled/Line Items $1,240,730,614.24 
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Domestic Fixed Income 
Separate Accounts $1,844,223,833.37 
Commingled/Line Items 

Global Fixed-Income 
Separate Accounts $2,086,118,121.44 

Commingled/Line Items $3,124,395,969.92 

Real Estate 
Direct/Separate Accounts 

Commingled/Line Items $133,323,297.30 
Private Equity 

Direct/Separate Accounts 

Commingled/Line Items $1,050,435,850.00 

Derivatives/Overlay 
Direct/Separate Accounts $1,418,499,978.10 

Hedge Funds/Absolute 
Returns 

Direct/Separate Accounts 

Commingled/Line Items $6,240,590,569.23 

Commodities 
Direct/Separate Accounts 

Commingled/Line Items 

Strategic Partnerships 
Direct/Separate Accounts 

Commingled/Line Items $6,280,953,860.07 

Cash Accounts 
Direct/Separate Accounts 

Commingled/Line Items $626,215,5 53.83 

Transition Accounts 
Direct/Separate Accounts $60,362,992.54 

For International Securities Corresponding Market 
Values in US$ as of June 

30,2011 
Australia $8,089,803.90 
Austria 

Belgium 
Bahamas 
Belgium 

Bermuda 
Brazil $646,456.99 

British Virgin Islands 

Canada $43,304,810.89 
Cayman Islands 

China 
Colombia 
Cote d'Ivoire 

Cyprus 
Czech Republic 
Denmark 

European Union 
Finland 

France $54,960,992.09 

Germany $2,676,807.32 

Page 69 



000258

Greece 
Hong Kong $594,876.17 

Hungary 

India 

Indonesia 

Ireland 
Israel 

Italy $281,763.85 

Japan $14,219,261.58 

Liberia 

Luxembourg 
Malaysia 

Marshall Islands 

Mexico 
Netherlands 

New Zealand $313,660.55 

Norway 

Panama 
Peru 
Philippines 

Poland 
Portugal 

Puerto Rico 

Russian Federation 
Singapore 

South Africa 
South Korea 
Spain $1,176,137.34 

Sweden $510,569.65 
Switzerland 

Taiwan 
Thailand 

Turkey 

UK $45,275,191.28 

Transactions Annual Volume Fees Pro-Forma Cost 
Domestic Depository Trades 22,206 
(DTC/Fed Book) 
Domestic Non-Depository 3,038 
Trades 
Physicals l 

Principal Payments 2,333 
Maturities 121 

Dividend/Income Receipts 5,413 

Tax Reclaims 

Wires 589 

Capital Calls 60 
Options/Futures 1,054 

Swaps 1,034 
3rd Party FX 654 

Custody FX Trades 48 

Proxy Notification 
Corporate Actions (Splits, 456 
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Voluntary/Involuntary) 

Class Action Filings 55 

Other International 
Transactions --
Australia 1 

Austria 
Belgium 
Bahamas 
Bermuda 
Brazil 
British Virgin Islands 
Canada 26 

Cayman Islands 

China 
Colombia 
Cote d'lvoire 
Cyprus 
Czech Republic 

Denmark 
Egypt 
European Union (Euroclear) 42 

Finland 
France 

Germany 
Greece 
Hong Kong 
Hungary 
India 

Indonesia 
Ireland 

Israel 
Italy 
Japan 

Korea 
Liberia 
Luxembomg 
Malaysia 
Marshall Islands 

Mexico 
Netherlands 
New Zealand 
Norway 
Panama 

Peru 
Philippines 
Poland 
Pmtugal 
Puerto Rico 
Russian Federation 

Singapore 
South Africa 
South Korea 
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Spain 

Sweden 
Switzerland 
Taiwan 

Thai land 
Turkey 

UK 

Others: (Enumerate) 
Global Custody- Support 
Power of Attorney 
Global Tax Agent 
Country Registration 
Tax-Exempt Filing 
Market Guide 
On-line or Internet Access 
User Interface 
Subscription 
Assets/Holding 
Cash 
Transactions 
Standard reports 
Customized reporting 
Executive/Board reporting 
Income Inquiry Reports 
Corporate Actions Reporting 
Tetminal charge 
Communication software 
CPU connect time 
Others: (specify) 

Contractual Settlement and 
Auto Credit 
Domestic 
International 
A DRs 
Transition & Conversion 
Reregistration 
Scrip Fees 
Etc. 

Penalty Costs 
Third Party FX 
Third Party Seclending 
Etc. 

Out of Pocket 
Wire Transfer 
Courier Service 
Telex Charges 
Computer processing 
Staff Training 
Stamp Duty 
Reregistration 
Others: 

Corporate Actions 
Voluntary/Mandatory 
Involuntary 
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Proxy Notification 
Reporting 
On-line Access 
Others 

Class Action 
Reporting 
On-line Access 
Legal Filings 
Others : 

Investment Guideline 
Compliance 

Basic 
Intermediate 
Advance 
(See below accounts) 
Number of Plans 5 

Domestic Equities 

Separate Accounts 7 

Commingled/Line Items 0 
International Equities 

Separate Accounts 0 
Commingled/Line Items 3 

Domestic Fixed Income 

Separate Accounts 7 

Commingled/Line Items 0 
Global Fixed-Income 

Separate Accounts 2 

Commingled/Line Items 6 

Real Estate 

Direct/Separate Accounts 0 
Commingled/Line Items 6 

Private Equity 

Direct/Separate Accounts 0 
Commingled/Line Items 27 

Derivatives/Overlay 

Direct/Separate Accounts 2 

Hedge Funds/Absolute 
Returns 

D irect/Separate Accounts 0 
Commingled/Line Items 9 

Commodities 

Direct/Separate Accounts 0 
Commingled/Line Items 0 

Strategic Partnerships 

Direct/Separate Accounts 

Commingled/Line Items 27 

Cash Accounts 

Direct/Separate Accounts 0 
Commingled/Line Items 13 

Transition Accounts 

Direct/Separate Accounts 2 
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Independent Derivatives 
Processing and Valuation 
Reporting 
Pricing 
Processing 
Collateral Management 
Performance Measurement 

Monthly Return Cales 
Historical Data Download 
Gross/Net of Fees 
Lagged and Non-Lagged 
IRR 
Time Weighted 

Portfolio Characteristics 
Peer Comparison 
Portfolio Attribution 
(see below accounts) 
Number of Plans 5 

Domestic Equities 
Separate Accounts 7 
Commingled/Line Items 0 

International Equities 
Separate Accounts 0 
Commingled/Line Items 3 

Domestic Fixed Income 
Separate Accounts 7 

Commingled/Line Items 0 
Global Fixed-Income 

Separate Accounts 2 
Commingled/Line Items 6 

Real Estate 
Direct/Separate Accounts 0 
Commingled/Line Items 6 

Private Equity 
Direct/Separate Accounts 0 
Commingled/Line Items 27 

Derivatives/Overlay 
Direct/Separate Accounts 2 

Hedge Funds/Absolute 
Returns 

Direct/Separate Accounts 0 
Commingled/Line Items 9 

Commodities 
Direct/Separate Accounts 0 
Commingled/Line Items 0 

Strategic Partnerships 
Direct/Separate Accounts 
Commingled/Line Items 27 

Cash Accounts 
Direct/Separate Accounts 0 
Commingled/Line Items 13 

Transition Accounts 
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Direct/Separate Accounts 2 

Advanced Risk Analytics 
VaR Testing 
Stress Testing 
Scenario Testing 
Etc. 

Data Interface witb 3rd Party 
Providers 
Fund Consultants 
Actuary 
External Auditors 
Eagle Systems 
Nottingham 
Class Action Agent 
Tax Reclaim Agent 
Proxy Voting Agent 
Others: 

Vaulting Services 
Specify-

Corporate Governance Tools 
Specify -

Alternative Investment 
Support 

Basic Line Item 
Reporting/Monitoring 
Full Drill Down 
Full Outsource 
Shadow Accounting 
Distributions Mgmt. 
Capital Call Mgmt. 
Document Mgmt. 
Others: 

Document Management and 
Library Maintenance 
Specify-

Other Costs 
(enumerate) 

TOTAL ESTIMATED 
COSTS 
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Account Fees 
GENERAL ACCOUNT 

Number of Funds 

Domestic Fixed Income 
Separate Accounts 
Commingled/Line Items 

Cash Accounts 
Direct/Separate Accounts 

Commingled/Line Items 

LGIP 

Number of Funds 

Domestic Fixed Income 
Separate Accounts 
Commingled/Line Items 

Cash Accounts 
Direct/Separate Accounts 

Commingled/Line Items 

Custody Fees 
GENERAL ACCOUNT 

Domestic Fixed Income 
Separate Accounts 

Commingled/Line Items 

Internally Managed 

Cash Accounts 
Direct/Separate Accounts 

Commingled/Line Items 

LGIP 
Domestic Fixed Income 

Separate Accounts 

Commingled/Line Items 
Internally Managed 

Cash Accounts 
Direct/Separate Accounts 

Commingled/Line Items 

Transactions 
GENERAL ACCOUNT 
Domestic Depository Trades 
(DTC/Fed Book) 
Domestic Non-Depository 
Trades 
Physicals 

Principal Payments 

Maturities 

Office of the State Treasurer 
General Account and LGIP 

# of Accounts Fees 

11 

7 

4 

1 

1 

Market Values Fees 

$7,203,194,725.84 

$49,095,798.00 

$2,680,080,581 .35 

Annual Volume Fees 

1,846 

197 

3,101 

403 
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Dividend/Income Receipts 1,819 
Tax Reclaims 

Wires 1,303 
Capital Calls 
Options/Futures 

Swaps 
Proxy Notification 
Corporate Actions (Splits, 37 
Voluntary/Involuntary) 

LGlP 
Domestic Depository Trades 461 
(DTC/Fed Book) 
Domestic Non-Depository 253 
Trades 
Physicals 
Principal Payments 
Maturities 379 
Dividend/Income Receipts 617 
Tax Reclaims 
Wires 149 
Capital Calls 
Options/Futures 
Swaps 
Proxy Notification 
Corporate Actions (Splits, 1 
Voluntary/Involuntary) 

Others: (Enumerate) 
On-line or Internet Access 
User Interface 
Subscription 
Assets/Holding 
Cash 
Transactions 
Standard reports 
Customized reporting 
Executive/Board reporting 
Income Inquiry Reports 
Corporate Actions Reporting 
Terminal charge 
Communication software 
CPU connect time 
Others: (specify) 

Contractual Settlement and 
Auto Credit 
Domestic 
International 
ADRs 
Transition & Conversion 
Reregistration 
Scrip Fees 
Etc. 

Penalty Costs 
Third Party FX 
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Third Party Seclending 
Etc. 

Out of Pocket 
Wire Transfer 
Courier Service 
Telex Charges 
Computer processing 
Staff Training 
Stamp Duty 
Reregistration 
Others: 

Corporate Actions 
Voluntary/Mandatory 
Involuntary 

Proxy Notification 
Reporting 
On-line Access 
Others 

Class Action 
Reporting 
On-line Access 
Legal Filings 
Others: 

Investment Guideline 
Compliance 

Basic 
Intetmediate 
Advance 
(See below accounts) 
Funds 12 

Domestic Fixed Income 

Separate Accounts 8 
Commingled/Line Items 

Internally Managed 

Cash Accounts 

Direct/Separate Accounts 

Commingled/Line Hems 4 

Independent Derivatives 
Processing and Valuation 
Reporting 
Pricing 
Processing 
Collateral Management 
Performance Measurement 

Monthly Retum Cales 
Historical Data Download 

Portfolio Characteristics 
Peer Comparison 
Portfolio Attribution 
(see below accounts) 
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Funds 12 

Domestic Fixed Income 

Separate Accounts 8 
Commingled/Line Items 

Internally Managed 

Cash Accounts 

Direct/Separate Accounts 

Commingled/Line Items 4 
Internally Managed 

Data Interface with 3'd Party 
Providers 
Fund Consultants 
Actuary 
External Auditors 
SAP GIL 
QED II 
Class Action Agent 
Tax Reclaim Agent 
Proxy Voting Agent 
Others: 

Corporate Governance Tools 
Specify -

Other Costs 
(enumerate) 

TOTAL ESTIMATED 
COSTS 

A. Explain your methodology for calculating a client's income and splitting methodology. 

B. What is your organization's proposal for the revenue sharing arrangement and/or the split of security lending income? 

C. Is the split a lso applicable to negative income if it occurs? What are the limitations of your proposal specific to losses? 

D. Are you able to accept a "clawback" feature wherein if losses materialize; both Funds and lending agent's revenues 
would be utilized to extinguish such losses or shortfall? 

E. Are you able to accept a "agent zero split" feature wherein iflosses materialize the whole revenue split would be I 00% 
to the client's favor for cash buffering purposes until losses are extinguished? 

F. Does your firm charge a management fee (bp) p lus expense ratios for each type of collateral reinvestment fund, 
separate accounts or collateral reinvestment fund? If so, specify the fee and if fees are deducted before or after the 
split. 

G. If lending on an agency basis is allowed for all mandates, please provide your proposed securities lending income split: 
Funds % Bank % - -

H. If you are proposing additional indemnification beyond operational and broker default for agency-basis lending, kindly 
specify. 

Borrower/Counterparty Risk and Default (Inability to Recall, Failure to deliver Income, Failure to post adequate 
margins, etc.) 
Collateral Investment Risk 
Credit Spread Risk 
Interest Rate Risk 
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Trade Settlement Risk 
Operational Negligence 
Cunency and Sovereign Risk 

I. If your entity is willing to provide full or partial indemnification for collateral reinvestment risk, what would be the 
parameters of your bid proposal for securities lending splits and assets to lend? 

J. Specify administration, recordkeeping, and cash collateral reinvestment asset management fees for all types of cash 
collateral reinvestment vehicles, including separate accounts. Please note that the Funds utilize an Overnight 
Reinvestment Vehicle US Treasury Guidelines. 

K. Furnish a revenue estimate of the securities lending income for the Funds for one (1) year ending June 30, 20 11 
utilizing the holdings listed in the Attachment. (Please note that the estimate is backward looking and not forward 
looking into the future. Thus for the one-year estimate ending June 30,2011, utilize the holdings provided in 
Attachment 1- Holdings June 30,2011 and assume that the holdings are in a buy and hold strategy from July 1, 2010 to 
June 30, 20 11.) Assume that collateral is reinvested in a separate account that utilizes the following guidelines, namely: 
(a) strictly intrinsic value lending with Overnight US Govt REPO reinvestment guideline; (b) Cunent Guidelines of 
Overnight US Govt REPO, and, (c) Straight SEC 2a-7 money market guideline. Provide calculations in the 
Attachment 2- Securities Lending Calculation Worksheet. 

NOTE: For entities submitting a proposal for securities lending only, all costs associated with the implementation and 
support of third party agency lending program to be incun·ed by the custodian and the Funds shall be borne by the third 
party lending institution 
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IX. ATTACHMENTS TO SOLICITATION 

SC State Treasurer - Custody-Seclending 

IMPORTANT TAX NOTICE- NONRESIDENTS ONLY 
Withholding Requirements for Payments to Nonresidents: Section 12-8-550 of the South Carolina Code of Laws requires 
persons hiring or contracting with a nonresident conducting a business or performing personal services of a temporary 
nature within South Carolina to withhold 2% of each payment made to the nonresident. The withholding requirement does 
not apply to (1) payments on purchase orders for tangible personal property when the payments are not accompanied by 
services to be performed in South Carolina, (2) nonresidents who are not conducting business in South Carolina, (3) 
nonresidents for contracts that do not exceed $10,000 in a calendar year, or (4) payments to a nonresident who (a) registers 
with either the S.C. Department of Revenue or the S.C. Secretary of State and (b) submits a Nonresident Taxpayer 
Registration Affidavit- Income Tax Withholding, Form I-312 to the person letting the contract. 

The withholding requirement applies to every governmental entity that uses a contract ("Using Entity"). Nonresidents 
should submit a separate copy of the Nonresident Taxpayer Registration Affidavit - Income Tax Withholding, Form 1-312 
to every Using Entity that makes payment to the nonresident pursuant to this solicitation. Once submitted, an affidavit is 
valid for all contracts between the nonresident and the Using Entity, unless the Using Entity receives notice from the 
Department of Revenue that the exemption from withholding has been revoked. 

Section 12-8-540 requires persons making payment to a nonresident taxpayer of rentals or royalties at a rate of$1,200.00 or 
more a year for the use of or for the privilege of using property in South Carolina to withhold 7% of the total of each 
payment made to a nonresident taxpayer who is not a corporation and 5% if the payment is made to a corporation. Contact 
the Department of Revenue for any applicable exceptions. 

For information about other withholding requirements (e.g., employee withholding), contact the Withholding Section at the 
South Carolina Department of Revenue at 803-898-5383 or visit the Department's website at: www.sctax.org 

This notice is for informational purposes only. This agency does not administer and has no authority over tax issues. All 
registration questions should be directed to the License and Registration Section at 803-898-5872 or to the South Carolina 
Department of Revenue, Registration Unit, Columbia, S.C. 292 14-0140. All withholding questions should be directed to 
the Withholding Section at 803-896-1420. 

PLEASE SEE THE "NONRESIDENT TAXPAYER REGISTRATION AFFIDAVIT INCOME TAX WITHHOLDING" 
FORM (FORM NUMBERI-312) LOCATED AT: 
http://www.sctax.org/Forms+and+Instructions/withholding/default.htm 
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OFFEROR'S CHECKLIST (JUN 2007) 

OFFEROR'S CHECKLIST-- AVOID COMMON BID/PROPOSAL MISTAKES 

Review this checklist prior to submitting yow· bid/proposal. 
If you fail to follow this checklist, you risk having your bid/proposal rejected. 

-Do not include any of your standard contract f01ms! 

-Unless expressly required, do not include any additional boilerplate contract clauses. 

-Reread your entire bid/proposal to make sure your bid/proposal does not take exception to any of the state's mandatory 
requirements. 

- Make sure you have properly marked all protected, confidential, or trade secret information in accordance with the 
instructions entitled: SUBMITTING CONFIDENTIAL INFORMATION. DO NOT mark your entire bid/proposal as 
confidential, trade secret, or protected! Do not include a legend on the cover stating that your entire response is not 
to be released! 

-Have you properly acknowledged all amendments? Instructions regarding how to acknowledge an amendment should 
appear in all amendments issued. 

-Make sure your bid/proposal includes a copy of the solicitation cover page. Make sure the cover page is signed by a 
person that is authorized to contractually bind your business. 

-Make sure your Bid/proposal includes the number of copies requested. 

-Check to ensure your Bid/proposal includes everything requested! 

-If you have concerns about the solicitation, do not raise those concerns in your response! After opening, it is too late! If 
this solicitation includes a pre-bid/proposal conference or a question & answer period, raise your questions as a part 
of that process! Please see instructions under the heading "submission of questions" and any provisions regarding pre
bid/proposal conferences. 
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Adam Jordan 

From: 
Sent: 
To: 

Bob Borden 
Tuesday, November 01, 2011 10:07 AM 
Adam Jordan 

Subject: Fwd: Master Custody/Securities Lending RFP (Draft) 

Begin forwarded message: 

From: Reynolds Williams <Reynolds@willcoxlaw.com> 
Date: November 1, 2011 9:59:09 AM GMT-04:00 
To: Bob Borden <Bob@ic.sc.gov>, Allen Gillespie <agillespie@gnicapital.com>, Allen 
Gillespie <agillespie@ediadvisors.com> 
Subject: RE: Master Custody/Securities Lending RFP (Draft) 

I agree we should review & approve the RFP. We should also review & approve the final selection. 

From: Bob Borden [mailto:Bob@ic.sc.gov] 
Sent: Tuesday, November 01, 2.011 9:50AM 
To: Allen Gillespie; Allen Gillespie 
Cc: Reynolds Williams 
Subject: Fwd: Master Custody/Securities Lending RFP (Draft) 

FYI 

Begin forwarded message: 

From: "Adam Jordan" <AJordan@ic.sc.gov> 
To: "Bob Borden" <Bob@ic.sc.gov> 
Subject: FW: Master Custody/Securities Lending RFP (Draft) 

Bob, 

Attached is the draft RFP for Custody, Sec Lending, and Ancillary Services as 
written by Callan, the consultant selected to assist in this process. RSIC Staff is 
cunently compiling numerous comments for response to Callan and the STO; 
however, I want to draw your attention to the Sec Lending Services section (p. 40 
- 48). As this is an investment decision, staff believes this section should be 
reviewed and approved by the Commission at Wampee prior to issuing the 
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RFP. Please advise as to your opinion. 

Thanks, 

Adam 

From: Robert Feinstein 
Sent: Tuesday, October 25, 2011 1:03PM 
To: Adam Jordan; Sarah Corbett; Rebecca Gunnlaugsson 
Subject: FW: Master Custody/Securities Lending RFP (Draft) 
Importance: High 

Folks: 
This just in .... 
R 

[RobertFeinstein signature] 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Tuesday, October 25, 2011 10:53 AM 
To: Tammy Nichols; Faith Wright; Robe1t Feinstein; Brenda Gadson; 
Mike.McDermott@sto.sc.gov 
Subject: FW: Master Custody/Securities Lending RFP (Draft) 
Importance: High 

FYI- This is the copy of the email that I sent to Bill Leidinger, Shakun, Herschel, 
and Bill Blume. I wanted to be sure that you have a chance to review and see 
what I developed. I incorporated the Procurement Guidelines (language and 
format) of the State, so that we achieve consistency. 

BO 

From: Abesamis, Bo 
Sent: Tuesday, October 25, 2011 7:36AM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun; William Blume; Harper, Hershel; Swilley-Burke, Gwelda 
Subject: Master Custody/Securities Lending RFP (Draft) 
Importance: High 

Bill and All, 

Attached is the Draft Custody-Securities Lending RFP that I prepared using the 
RFP Template that was provided. I highlighted in LIGHT BLUE my comments, 
revisions, and actual RFP Technical Specs, discussions, and questions. 

Please be sure to read Section III. Scope of Work and Specifications, Section IV. 
Technical Response- Information for Offerors to Submit, Section V. 
Qualifications, Section VIII. Cost Proposal, and Section IX. Attachments to 
Solicitation. These sections are the main technical detail and covers a lot of 
material. 
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I tried my best to cover all areas imaginable, including a very expansive Fee 
Section. Please remember that I also attached two documents that is referenced in 
the RFP (see Attachments) that would be needed to complete the Fee Section. 

Kindly review and distribute to your respective team members so that we can 
fmalize and release as soon as practicable. We need to coordinate timing of 
everybody's review and comments to create a Final Draft. Thanks for your 
patience. 

Thanks. 

[Description: Callan] 
Bo Abesamis \ Executive Vice President 
Trust, Custody and Securities Lending Group 

1 01 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com<http://www.callan.com/> 

Infonnation contained herein is the confidential and proprietary information of 
Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Bob Borden 
Tuesday, November 01, 2011 3:35 PM 
Adam Jordan; Hershel Harper; Robert Feinstein 
Sarah Corbett; Nancy Shealy 

Subject: Fwd: Master Custody/Securities Lending RFP (Draft) 

Begin forwarded message: 

From: Allen Gillespie <agillespie@ediadvisors.com> 
Date: November 1, 2011 3:18:23 PM GMT-04:00 
To: Bob Borden <Bob@ic.sc.gov> 
Subject: Re: Master Custody/Securities Lending RFP (Draft) 

I absolutely agree and if it comes up it is in all the stuff from the Centaurus fiduciary studies 

Sent from my iPhone 

On Nov 1, 2011, at 1:51PM, "Bob Borden" <Bob@ic.sc.gov> wrote: 

Allen, 

I strongly concur with Reynolds, and staff need to indicate this position to the STO, 
consultant, and project team tomorrow. I then expect pushback. Therefore I would like 
your concurrence to minimize any confusion or ambiguity as we move forward. 

Thank you, 

Bob 

Robert L. Borden, CFA, CAIA 

Chief Executive Officer and Chief Investment Officer 

South Carolina Investment Commission 

1201 Main Street 29201 

Columbia, SC 29223 
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{803) 737-6885 

www.ic.sc.qov 

From: Reynolds Williams [mailto:Reynolds@willcoxlaw.com] 
Sent: Tuesday, November 01, 2011 9:59AM 
To: Bob Borden; Allen Gillespie; Allen Gillespie 
Subject: RE: Master Custody/Securities Lending RFP (Draft) 

I agree we should review & approve the RFP. We should also review & approve the final 

selection. 

From: Bob Borden [mailto:Bob@ic.sc.gov] 
Sent: Tuesday, November 01, 2011 9:50AM 
To: Allen Gillespie; Allen Gillespie 
Cc: Reynolds Williams 
Subject: Fwd: Master Custody/Securities Lending RFP (Draft) 

FYI 

Begin forwarded message: 

From: "Adam Jordan" <AJordan@ic.sc.gov> 
To: "Bob Borden" <Bob@ic.sc.gov> 
Subject: FW: Master Custody/Securities Lending RFP (Draft) 

Bob, 

Attached is the draft RFP for Custody, Sec Lending, and Ancillary 
Services as written by Callan, the consultant selected to assist in 
this process. RSIC Staff is currently compiling numerous 
comments for response to Callan and the STO; however, I want to 
draw your attention to the Sec Lending Services section (p. 40 -
48). As this is an investment decision, staff believes this section 
should be reviewed and approved by the Commission at Wampee 
prior to issuing the RFP. Please advise as to your opinion. 

Thanks, 
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Adam 

From: Robert Feinstein 
Sent: Tuesday, October 25, 2011 1:03PM 
To: Adam Jordan; Sarah Corbett; Rebecca Gunnlaugsson 
Subject: FW: Master Custody/Securities Lending RFP (Draft) 
Importance: High 

Folks: 
This just in .. . . 
R 

[RobertFeinstein signature] 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Tuesday, October 25, 2011 10:53 AM 
To: Tammy Nichols; Faith Wright; Robert Feinstein; Brenda 
Gadson; Mike.McDermott@sto.sc.gov 
Subject: FW: Master Custody/Securities Lending RFP (Draft) 
Importance: High 

FYI- This is the copy of the email that I sent to Bill Leidinger, 
Shakun, Herschel, and Bill Blume. I wanted to be sure that you 
have a chance to review and see what I developed. I incorporated 
the Procurement Guidelines (language and format) of the State, so 
that we achieve consistency. 

BO 

From: Abesamis, Bo 
Sent: Tuesday, October 25, 2011 7:36AM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun; William Blume; Harper, Hershel; Swilley
Burke, Gwelda 
Subject: Master Custody/Securities Lending RFP (Draft) 
Importance: High 

Bill and All, 

Attached is the Draft Custody-Securities Lending RFP that I 
prepared using the RFP Template that was provided. I highlighted 
in LIGHT BLUE my comments, revisions, and actual RFP 
Technical Specs, discussions, and questions. 

Please be sure to read Section III. Scope of Work and 
Specifications, Section IV. Technical Response - Information for 
Offerors to Submit, Section V. Qualifications, Section VIII. Cost 
Proposal, and Section IX. Attachments to Solicitation. These 
sections are the main technical detail and covers a lot of material. 

I tried my best to cover all areas imaginable, including a very 
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expansive Fee Section. Please remember that I also attached two 
documents that is referenced in the RFP (see Attachments) that 
would be needed to complete the Fee Section. 

Kindly review and distribute to your respective team members so 
that we can finalize and release as soon as practicable. We need to 
coordinate timing of everybody' s review and comments to create a 
Final Draft. Thanks for your patience. 

Thanks. 

[Description: Callan] 
Bo Abesamis I Executive Vice President 
Tmst, Custody and Securities Lending Group 

1 01 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com<http://www.callan.com/> 

Information contained herein is the confidential and proprietary 
information of Callan and should not be used other than by the 
intended recipient for its intended purpose or disseminated to any 
other person without Callan's permission. 

4 



000278

Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 
Cc: 

Monday, November 07, 2011 4:02 PM 
Adam Jordan; Nancy Shealy; Dori Ditty 

Sarah Corbett 
Subject: FW: Draft of Custody RFP (Consolidated Version) 
Attachments: SC State Treasurer- Custody-Seclending RFP DRAFT Nov-7-201l.docx; ATTACHMENT 1 

-Asset And Accrual Detail- South Carolina - 063011.xls; ATTACHMENT 2- Seclending 
Calculation Worksheet.docx; ATTACHMENT 2 - Seclending Calculation Worksheet.docx 

Importance: High 

Folks: 
This just in. 
By the way, I see that the STO has hired a General Counsel- Bill Condon (see note below). 
R 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Monday, November 07, 2011 3:54PM 
To: Robert Feinstein; Hershel Harper; William Blume; Tahiliani, Shakun; Rainwater, Frank 
Cc: Condon, Bill; CHRIS MANOS; Loftis, Curtis; abesamis@callan.com 
Subject: FW: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Folks, please review this final DRAFT from Bo and get your redline comments back to me by 
no later than 5PM, next Monday, November 14. Our agreed upon schedule calls for this to be 
released on November 15 and I want to get it out as close to that time as possible. 

Following receipt of your comments, Shakun, Bill Condon- General Counsel in STO, Chris 
Manos from Procurement, and I will meet and fmalize the RFP and issue ASAP. 

This is last chance! Any comments received after the close of business on November 14 will 
not make the cut . . .. ... Thanks . .... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, November 07, 2011 3:16PM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun 
Subject: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Bill, 
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Attached is the Consolidated Draft Version of the changes requested by Treasurer's Office, Retirement Systems and 
Investment Commission. All those highlighted in yellow should be cleared by you folks (I provided certain comments 
highlighted in Blue just to show you my comments) and those in red fonts are from the Investment Commission. I took 
to heart that the Treasurer is ultimately the contractor. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Adam, 

Hershel Harper 
Tuesday, November 08, 2011 10:35 AM 
Adam Jordan 
points for consultant rfp 

My thoughts are that we reiterate your email. I would perhaps add that the RFP needs to clearly state that the 
pricing for all services should be separate and distinct f rom one another, and quoted into three main areas 
(custody, securities lending, and ancillary services) for each fund (the Trust and the STO funds). Therefore, we 
should have at least six quotes in total. This was our understanding in the meeting with Bo. Also, that the 
RSIC plans to make their decision with respect to securities lending and any ancillary service; and we still have 
concerns over the STO utilizing trust funds to get better terms for the services required for their investments. 

HH 

~"HERSHEL HARPER I DI:PUTY.CHIH INVESTMINT OFFICER 
'\ . . p 803.737.5901 I M 803.31U2.79 I HHARP'ER@LC.SC.GOV 

.. _. ' 1201 MA1N STREET I SUITE 1510 I COtuMIIIA; sc 129201 
<"smrrH CAROUNA. RITlREMI:NT svsn.J...t 

I NVESTMENT COMMISSION 
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Adam Jordan 

From: Bob Borden 
Sent: 
To: 

Tuesday, November 08, 201111:51 AM 
Adam Jordan 

Subject: RE: Custody RFP Memo from Chairman 1111 

Couldn't have wrote it better myself ... 

Robert L. Borden, CFA, CAIA 
Chief Executive Officer and Chief Investment Officer 
South Carolina Investment Commission 
1201 Main Street 29201 
Columbia, SC 29223 
(803) 737-6885 
www.ic. sc.gov 

From: Adam Jordan 
Sent: Tuesday, November 08, 201111:41 AM 
To: Bob Borden 
Subject: Custody RFP Memo from Chairman 1111 

Thoughts? 

Adam 
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Adam Jordan 

From: 
Sent: 
To: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Tuesday, November 08, 2011 12:22 PM 
Tammy Nichols; William Blume 

Cc: 
Subject: 

Tahiliani, Shakun; Robert Feinstein; Adam Jordan 
RE: Draft of Custody RFP (Consolidated Version) 

Thanks, Tammy .... Shakun will be contacting the IC folks about that ...... Bill 

From: Tammy Nichols [mailto:Tnichols@retirement.sc.gov] 
Sent: Tuesday, November 08, 2011 12:14 PM 
To: William Blume; Leidinger, Bill 
Cc: Tahiliani, Shakun 
Subject: RE: Draft of Custody RFP (Consolidated Version) 

Looks good, but we do have a couple of comments: 

• We notified Shakun that the total market value on page 16 does not include the combined 2% accounts. 

• Comparing this new version to the one the RSIC circulated, it looks like the STO incorporated some of their 
recommended changes, but ignored some others. 

• We also noted a few typos- see attached. 

Thanks! 

Tammy 

From: William Blume 
Sent: Monday, November 07, 2011 3:56PM 
To: Tammy Nichols 
Subject: FW: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Are we OK 7 

From: Leidinger, Bill [mailto: Biii.Leidinger@sto.sc.gov] 
Sent: Monday, November 07, 2011 3:54PM 
To: Robert Feinstein; Hershel Harper; William Blume; Tahiliani, Shakun; Rainwater, Frank 
Cc: Condon, Bill; CHRIS MANOS; Loftis, Curtis; abesamis@callan.com 
Subject: FW: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Folks, please review this final DRAFT from Bo and get your redline comments back to me by 
no later than 5PM, next Monday, November 14. Our agreed upon schedule calls for this to be 
released on November 15 and I want to get it out as close to that time as possible. 

Following receipt of your comments, Shakun, Bill Condon - General Counsel in STO, Chris 
Manos from Procurement, and I will meet and finalize the RFP and issue ASAP. 
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This is last chance! Any comments received after the close of business on November 14 will 
not make the cut ....... Thanks ..... Bill 

From: Abesamis, Bo [mailto:abesamis@callan .com] 
Sent: Monday, November 07, 2011 3:16PM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun 
Subject: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Bill, 

Attached is the Consolidated Draft Version of the changes requested by Treasurer's Office, Retirement Systems and 
Investment Commission. All those highlighted in yellow should be cleared by you folks (I provided certain comments 
highlighted in Blue just to show you my comments) and those in red fonts are from the Investment Commission. I took 
to heart that the Treasurer is ultimately the contractor. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust. Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291 .4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Reynolds Williams < Reynolds@willcoxlaw.com > 

Tuesday, November 08, 20111:31 PM 
Adam Jordan 
Allen Gillespie 

Subject: Re: Draft of Custody RFP (Consolidated Version) 

Excellent. My only suggestion is to add a phrase in the last sentence after" ... the trust funds" : 
" and as the investor/manager of its funds and assets, .... " 

Reynolds 

On Nov 8, 2011, at 1:16PM, "Adam Jordan" <AJordan@ic.sc.gov> wrote: 

Gentlemen, 

Attached is my first attempt at a draft letter regarding the Custody RFP. Please let me know about 
suggested edits. 

Also, please note SCRS's comment below (highlighted by me) and Bill's subsequent remark. 
recommend we wait one day and see if Shakun addresses our comments. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, November 08, 2011 12:22 PM 
To: Tammy Nichols; William Blume 
Cc: Tahiliani, Shakun; Robert Feinstein; Adam Jordan 
Subject: RE: Draft of Custody RFP (Consolidated Version) 

Thanks, Tammy .... Shakun will be contacting the IC folks about that ...... Bill 

From: Tammy Nichols [mailto:Tnichols@retirement.sc.gov] 
Sent: Tuesday, November 08, 201112:14 PM 
To: William Blume; Leidinger, Bill 
Cc: Tahiliani, Shakun 
Subject: RE: Draft of Custody RFP (Consolidated Version) 

Looks good, but we do have a couple of comments: 

• We notified Shakun that the total market value on page 16 does not include the combined 2% 
accounts. 

• Comparing this new version to the one the RSIC circulated, it looks like the STO incorporated 
some of their recommended changes, but ignored some others. 

• We also noted a few typos- see attached. 
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Thanks! 

Tammy 

From: William Blume 
Sent: Monday, November 07, 2011 3:56 PM 
To: Tammy Nichols 
Subject: FW: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Are we OK? 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.qov] 
Sent: Monday, November 07, 2011 3:54PM 
To: Robert Feinstein; Hershel Harper; William Blume; Tahiliani, Shakun; Rainwater, Frank 
Cc: Condon, Bill; CHRIS MANOS; Loftis, Curtis; abesamis@callan.com 
Subject: FW: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Folks, please review this fmal DRAFT from Bo and get your red line comments 
back to me by no later than 5PM, next Monday, November 14. Our agreed upon 
schedule calls for this to be released on November 15 and I want to get it out as 
close to that time as possible. 

Following receipt of your comments, Shakun, Bill Condon- General Counsel in 
STO, Chris Manos from Procurement, and I will meet and fmalize the RFP and 
issue ASAP. 

This is last chance! Any comments received after the close of business on 
November 14 will not make the cut ....... Thanks ..... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, November 07, 2011 3:16PM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun 
Subject: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Bill, 

Attached is the Consolidated Draft Version of the changes requested by Treasurer's Office, Retirement 
Systems and Investment Commission. All those highlighted in yellow should be cleared by you folks (I 
provided certa in comments highlighted in Blue just to show you my comments) and those in red fonts 
are from the Investment Commission. I took to heart that the Treasurer is ultimately the contractor. 

Thanks. 

<image001.gif> 
Bo Abesamis 1 Executive Vice President 
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Trust, Custody and Securities Lending Group 

1 01 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended 
recipient for its intended purpose or disseminated to any other person without Callan's permission. 

<Custody RFP Memo from Chaitman llll.docx> 
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Adam Jordan 

From: 
Sent: 

Allen Gillespie <agillespie@ediadvisors.com> 
Tuesday, November 08, 2011 1:56 PM 

To: Adam Jordan 
Cc: Reynolds Williams 
Subject: RE: Draft of Custody RFP (Consolidated Version) 

In the second paragraph second to last sentence, I would say, 

"As fiduciaries of the trust funds, we have a responsibility to be prudent in fully vetting proposed investment activities 
and expenditures of trust funds and associated with long-term contracts." 

Then the last sentence say, we are supportive of the custody services RFP, so your assistance in resolving this matter is 
greatly appreciated. 

Allen 

From: Adam Jordan [mailto :AJordan@ic.sc.gov] 
Sent: Tuesday, November 08, 20111:17 PM 
To: Allen Gillespie; Reynolds Williams 
Subject: FW: Draft of Custody RFP (Consolidated Version) 

Gentlemen, 

Attached is my first attempt at a draft letter regarding the Custody RFP. Please let me know about suggested edits. 

Also, please note SCRS's comment below (highlighted by me) and Bill's subsequent remark. I recommend we wait one 
day and see if Shakun addresses our comments. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, November 08, 201112:22 PM 
To: Tammy Nichols; William Blume 
Cc: Tahiliani, Shakun; Robert Feinstein; Adam Jordan 
Subject: RE: Draft of Custody RFP (Consolidated Version) 

Thanks, Tammy ... . Shakun will be contacting the IC folks about that . .. . .. Bill 

From: Tammy Nichols [mailto:Tnichols@retirement.sc.gov] 
Sent: Tuesday, November 08, 201112:14 PM 
To: William Blume; Leidinger, Bill 
Cc: Tahiliani, Shakun 
Subject: RE: Draft of Custody RFP (Consolidated Version) 

Looks good, but we do have a couple of comments: 

1 
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• We notified Shakun that the total market value on page 16 does not include the combined 2% accounts. 

• Comparing this new version to the one the RSIC circulated, it looks like t he STO incorporated some of their 
recommended changes, but ignored some others. 

• We also noted a few typos- see attached. 

Thanks! 

Tammy 

From: Will iam Blume 
Sent: Monday, November 07, 2011 3:56PM 
To: Tammy Nichols 
Subject: FW: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Are we OK? 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Monday, November 07, 2011 3:54PM 
To: Robert Feinstein; Hershel Harper; William Blume; Tahiliani, Shakun; Rainwater, Frank 
Cc: Condon, Bill; CHRIS MANOS; Loftis, Curtis; abesamis@callan.com 
Subject: FW: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Folks, please review this final DRAFT from Bo and get your redline comments back to me by 
no later than SPM, next Monday, November 14. Our agreed upon schedule calls for this to be 
released on November 15 and I want to get it out as close to that time as possible. 

Following receipt of your comments, Shakun, Bill Condon- General Counsel in STO, Chris 
Manos from Procurement, and I will meet and finalize the RFP and issue ASAP. 

This is last chance! Any comments received after the close of business on November 14 will 
not make the cut ....... Thanks ..... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, November 07, 2011 3:16PM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun 
Subject: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Bill, 

Attached is the Consolidated Draft Version of the changes requested by Treasurer's Office, Retirement Systems and 
Investment Commission. All those highlighted in yellow should be cleared by you folks (I provided certain comments 
highlighted in Blue just to show you my comments) and those in red fonts are from the Investment Commission. I took 
to heart that the Treasurer is ultimately the contractor. 

Thanks. 
2 
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Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

1 01 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary infonmation of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's penmission. 

3 
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Adam Jordan 

From: 
Sent: 

Reynolds Williams <Reynolds@willcoxlaw.com> 
Tuesday, November 08, 2011 3:40 PM 

To: Adam Jordan 
Subject: Re: Draft of Custody RFP (Consolidated Version) 

Go for it 

Reynolds 

On Nov 8, 2011, at 3:33 PM, "Adam Jordan" <AJordan@ic.sc.gov> wrote : 

>Attached is an amended version with your comments included. I have also attached our original mark-up from Nov. 2. 

> 
>I have not heard from the STO; I w ill let you know as soon as I do. 

> 
>Thanks, 
> 
>Adam 
> 
>From: Allen Gillespie [mailto:agillespie@ediadvisors.com] 
>Sent: Tuesday, November 08, 20111:56 PM 
>To: Adam Jordan 
> Cc: Reynolds Williams 
>Subject: RE: Draft of Custody RFP (Consolidated Version) 
> 
>In the second paragraph second to last sentence, I would say, 

> 
>"As fiduciaries of the trust funds, we have a responsibili ty to be prudent in fully vetting proposed investment activities 
and expenditures of trust funds and associated with long-term contracts." 

> 
> Then the last sentence say, we are supportive of the custody services RFP, so your assistance in resolving this matter is 
greatly appreciated. 
> 
>Allen 

> 
>From: Adam Jordan [mailto :AJordan@ic.sc.gov] 
>Sent: Tuesday, November 08, 20111:17 PM 
>To: Allen Gillespie; Reynolds Williams 
> Subject: FW: Draft of Custody RFP (Consolidated Version) 

> 
>Gentlemen, 
> 
>Attached is my first attempt at a draft letter regarding the Custody RFP. Please let me know about suggested edits. 

> 
>Also, please note SCRS's comment below (highlighted by me) and Bill's subsequent remark . I recommend we wait one 
day and see if Shakun addresses our comments. 

> 

1 
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>Thanks, 
> 
>Adam 
> 
> From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
>Sent: Tuesday, November 08, 201112:22 PM 
>To: Tammy Nichols; William Blume 
> Cc: Tahiliani, Shakun; Robert Feinstein; Adam Jordan 
>Subject: RE: Draft of Custody RFP (Consolidated Version) 
> 
>Thanks, Tammy ... .Shakun will be contacting the IC folks about that ...... Bill 
> 
>From: Tammy Nichols [mailto:Tnichols@retirement.sc.gov] 
>Sent: Tuesday, November 08, 201112:14 PM 
>To: William Blume; Leidinger, Bill 
> Cc: Tahiliani, Shakun 
>Subject: RE: Draft of Custody RFP (Consolidated Version) 
> 
> Looks good, but we do have a couple of comments: 
> 
> 
> · We notified Shakun that the total market value on page 16 does not include the combined 2% accounts. 
> 
> · Comparing this new version to the one the RSIC circulated, it looks like the STO incorporated some of t heir 
recommended changes, but ignored some others. 
> 
> · We also noted a few typos- see attached. 
> 
> Thanks! 
> 
>Tammy 
> 
> From: William Blume 
>Sent: Monday, November 07, 2011 3:56PM 
> To: Tammy Nichols 
>Subject: FW: Draft of Custody RFP (Consolidated Version) 
> Importance: High 
> 
>Are we OK? 
> 
>From: Leidinger, Bill [mai lto:Biii.Leidinger@sto.sc.gov] 
>Sent: Monday, November 07, 2011 3:54PM 
> To: Robert Feinstein; Hershel Harper; William Blume; Tahiliani, 
> Shakun; Rainwater, Frank 
> Cc: Condon, Bil l; CHRIS MANOS; Loftis, Curtis; 
> abesamis@callan.com<mailto:abesamis@callan.com> 
>Subject: FW: Draft of Custody RFP (Consolidated Version) 
> Importance: High 
> 
>Folks, please review this final DRAFT from Bo and get your redline comments back to me by no later than 5PM, next 
Monday, November 14. Our agreed upon schedule calls for this to be released on November 15 and I want to get it out 
as close to that time as possible. 
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> 
> Following receipt of your comments, Shakun, Bill Condon- General Counsel in STO, Chris Manos from Procurement, 
and I will meet and finalize the RFP and issue ASAP. 
> 
> This is last chance! Any comments received after the close of 
> business on November 14 will not make the cut ....... Thanks ..... Bill 
> 
> 
> 
> From: Abesamis, Bo [mailto:abesamis@callan.com] 
>Sent: Monday, November 07, 2011 3:16 PM 
>To: Leidinger, Bill 
> Cc: Tahiliani, Shakun 
> Subject: Draft of Custody RFP (Consolidated Version} 
> Importance: High 
> 
> Bill, 
> 
>Attached is the Consolidated Draft Version of the changes requested by Treasurer's Office, Retirement Systems and 
Investment Commission. All those highlighted in yellow should be cleared by you folks (I provided certain comments 
highlighted in Blue just to show you my comments} and those in red fonts are from the Investment Commission. I took 
to heart that the Treasurer is ultimately the contractor. 
> 
> Thanks. 
> 
> [cid:image001.gif@01CC9E2B.C12065DO] 
> Bo Abesamis I Executive Vice President Trust, Custody and Securities 
> Lending Group 
> 
> 
> 101 California Street 
>Suite 3500 
>San Francisco, CA 94111 
> P. 415.274.3074 
> F. 415.291.4016 
> 
> 
> www.callan.com<http://www.callan.com/> 
> 
> Information contained herein is the confidential and proprietary information of Callan and should not be used other 
than by the intended recipient for its intended purpose or disseminated to any other person without Callan's 
permission. 
> 
> <imageOOl.gif> 
><Custody RFP Memo from Chairman 1111.docx> <SC State Treasurer
> Custody-Seclending RFP DRAFT Oct-31-2011 RSIC Comments.docx> 
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Adam Jordan 

From: 
Sent: 

Allen Gillespie <agillespie@ediadvisors.com> 
Tuesday, November 08, 2011 3:59 PM 

To: Adam Jordan 
Subject: RE: Draft of Custody RFP (Consolidated Version) 

Looks good to me. 

Allen 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Tuesday, November 08, 2011 3:33 PM 
To: Allen Gillespie 
Cc: Reynolds Williams 
Subject: RE: Draft of Custody RFP (Consolidated Version) 

Attached is an amended version with your comments included. I have also attached our original mark-up from Nov. 2. 

I have not heard from the STO; I will let you know as soon as I do. 

Thanks, 

Adam 

From: Allen Gillespie [mailto:agillespie@ediadvisors.com] 
Sent: Tuesday, November 08, 20111:56 PM 
To: Adam Jordan 
Cc: Reynolds Williams 
Subject: RE: Draft of Custody RFP (Consolidated Version) 

In the second paragraph second to last sentence, I would say, 

"As fiduciaries of the trust funds, we have a responsibility to be prudent in fully vetting proposed investment activities 
and expenditures of trust funds and associated with long-term contracts." 

Then the last sentence say, we are supportive of the custody services RFP, so your assistance in resolving this matter is 
greatly appreciated. 

Allen 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Tuesday, November 08, 20111:17 PM 
To: Allen Gillespie; Reynolds Williams 
Subject: FW: Draft of Custody RFP (Consolidated Version) 

Gentlemen, 

Attached is my first attempt at a draft letter regarding the Custody RFP. Please let me know about suggested edits. 

1 
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Also, please note SCRS's comment below (highlighted by me) and Bill's subsequent remark. I recommend we wait one 
day and see if Shakun addresses our comments. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, November 08, 201112:22 PM 
To: Tammy Nichols; William Blume 
Cc: Tahiliani, Shakun; Robert Feinstein; Adam Jordan 
Subject: RE: Draft of Custody RFP (Consolidated Version) 

Thanks, Tammy .... Shakun will be contacting the IC folks about that ..... . Bill 

From: Tammy Nichols [mailto:Tnichols@retirement.sc.gov] 
Sent: Tuesday, November 08, 201112:14 PM 
To: William Blume; Leidinger, Bill 
Cc: Tahiliani, Shakun 
Subject: RE: Draft of Custody RFP (Consolidated Version) 

Looks good, but we do have a couple of comments: 

• We notified Shakun that the total market value on page 16 does not include the combined 2% accounts. 
• Comparing this new version to the one the RSIC circulated, it looks like the STO incorporated some of their 

recommended changes, but ignored some others. 
• We also noted a few typos- see attached. 

Thanks! 

Tammy 

From: William Blume 
Sent: Monday, November 07, 2011 3:56PM 
To: Tammy Nichols 
Subject: FW: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Are we OK? 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Monday, November 07, 2011 3:54 PM 
To: Robert Feinstein; Hershel Harper; William Blume; Tahiliani, Shakun; Rainwater, Frank 
Cc: Condon, Bill; CHRIS MANOS; Loftis, Curtis; abesamis@callan.com 
Subject: FW: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Folks, please review this final DRAFT from Bo and get your redline comments back to me by 
no later than 5PM, next Monday, November 14. Our agreed upon schedule calls for this to be 
released on November 15 and I want to get it out as close to that time as possible. 
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Following receipt of your comments, Shakun, Bill Condon- General Counsel in STO, Chris 
Manos from Procurement, and I will meet and fmalize the RFP and issue ASAP. 

This is last chance! Any comments received after the close of business on November 14 will 
not make the cut ...... . Thanks . .. .. Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, November 07, 2011 3:16PM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun 
Subject: Draft of Custody RFP (Consolidated Version) 
Importance: High 

Bill, 

Attached is the Consolidated Draft Version of the changes requested by Treasurer's Office, Retirement Systems and 
Investment Commission. All those highlighted in yellow should be cleared by you folks (I provided certain comments 
highlighted in Blue just to show you my comments) and those in red fonts are from the Investment Commission. I took 
to heart that the Treasurer is ultimately the contractor. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

1 01 California Street 
Suite 3500 
San Francisco, CA 94111 
P.415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Thursday, November 10, 2011 4:37 PM 
Adam Jordan 

Cc: Hershel Harper; Bob Borden; Nancy Shealy; Rebecca Gunnlaugsson 
Subject: 
Attachments: 

RE: Custodian Agreement- CONFIDENTIAL I PRIVILEGED COMMUNICATION 
2011Nov10CustodyMemoAttachments.pdf; 2011Nov10CustodyMemoSTO.doc 

Adam: 

In response to Bill Leidinger's request from earlier today, I've enclosed drafts of the following for review by you, Nancy, 
Hershel, Rebecca and others: 

1. A cover memo that summarizes the Commission's concerns; and 
2. Key provisions of the RFP marke~ to show proposed revisions. 

Towards the end of the memo, I've floated a trial balloon for the group's consideration: issuing two separate RFPs. Do 
we want to go there?? 

I'm going to send you a copy of the exempt procurement RFP under separate cover- don't want to make the email 
system crash .... 

I will be in office until around 6 today, and plan to come in tomorrow afternoon (once email's back up). 

Robert 

ROBERT FEINSTEIN I CHIEF LEGAL OFFICER 
p 803.737.6809 I f 803.737.7070 I RIELNSTElN@lC.SC.GOV 
1201 MAIN STREET I SUITE 1510 I COLUMRlA, sc I 29:201 
SOUTH CA.ROUNA RETIREMENT SYSTU..t 

lNVESTMENT COMMISSION 

From: Adam Jordan 
Sent: Thursday, November 10, 201111:06 AM 
To: Robert Feinstein 
Cc: Hershel Harper; Bob Borden 
Subject: FW: Custodian Agreement 

Robert, 

See below. Can you and I craft precise legal language reflecting our position on separation of contracts, authority to 
execute, etc.? 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, November 10, 2011 11:00 AM 
To: Adam Jordan 
Cc: Tahiliani, Shakun 
Subject: Custodian Agreement 
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Adam, Shakunjust told me of the interest that the IC has for securities lending and ancillary 
services re: the custodian RFP. Rather than me trying to carve something out of whole cloth and 
trying to see if it meets your interests, how about sending me the language you are interested 
in? ...... Thanks .. ... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

2 
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• 

State of South Carolina Solicitation Number: 
Date Issued; (INSERT DATE) 

Procurement Ofticcr: (INSERT NA!\IE) 
. Phone: (INSERT I#) 

DRAFTv2 - Callan E-Mail Address: (INSERT EMAIL 

L ____ L_~J~B~ru~c~c~o~~~~~~1~M~~~s~J~I'~14~/~1 1~1 .~--~-~--~-·~··L~--~-~--~--~--~-~- -~-~--~--~- ~~~--~D-R~-~~~~~=--~--~-~~··=--=--~--~--~--l--· { ~m~~~t~~ 
DESCRIPTION: , , ,_,~, , ~ !'. ·~· l l' : '1: ,',J :\ .~.' · ~ ~ 1'', '·''·'Ill''(~ :) ; : ~~ · . ~ 

USfNG GOVERNMENTAL UNITS.: STATE TREASURER'S OFFICE. SOUTH CAROLINA RETlHEi\fENT 
SYSTF:I\1 INVESTi\IENT COi\JMlSSION AND SOUTH CAHOLINA RETIREMENT SYSTEI\JS 

Tire Term "Offer" Means Your "Bid" or "Proposal". Unless submilted on-line, your offer must be submilled in a sealed 
package. Solicitation Nmuber & Opening Date must appear on package exterior. See "Submilliug Yow· Offir" pro\'ision. 

SUBMIT YOUR SEALED OFFER TO EITHER OF THE FOLLOWING ADDRESSES: 

MAILING ADDRESS: 
(INSERT YOUR I\IAILING ADDRESS) I PHYSICAL ADDRESS: 

(INSERT YOUR PHYSICAL ADD RES~ 

SUBMIT OFFER BY (Opening Dateffimc}: [INSERT DATEffii\IE) 

QUESTIONS MUST BE RECEIVED BY: (INSERT DATEffiME( 

(Sc~ -uc~dlioc For Submiuioll or orru· PfO\i.sioo) 

(Set .. Qctstions from Offaou" p-o'i lioo) 

NUMBER OF COPIES TO BE SUBMIITED: One (I) original in hardcopy and nvtn (7} copies (marked 'copy'} 
)or as many copies 11s thtre are evaluators], Two (2} electronic copies, one(l)as specified Magnetic Media, and 
one( I} as specified Submitting Redacted Offers. 

CONFERENCE TYPE: Not Applicable 
DATE&TIME: 

LOCATION: Not Applicable 

AWARD & The award, this solicitation, any amendments, and any related notices will be posted at the following 
AMENDMENTS web address: (Identify URL where solicitation Is postedj 

Unless submitted on-line, you must submit a signed copy of this form with Your Offer. 13y submitting a bid or proposal, 
You agree to be bound by the terms of the Solicitation. You agree to hold Your Offer open for a minimum of one hundred 
eighty ( 180} calendar days aflcr the Opening Date. (S<< 'Sipin1 y,.. Offer• ...t "El«ltOni< Si1un:rc· p-o,i•ioru_) 

NAME OF OFFEROR 

(fll!l lcaal nUDe ofbwincs.s S'UbmittiD&lhe ofl'n) 

AUTHORIZED SIGNATURE 

{Pmon tQUll be: n thcriud II) submil bindia& olftr to contte.::l Oil be )Ill ( o( Ofl'~or.) 

TITLE 

Any award issued \\ill be issued 10, a.nd the centrad ,-.;n be formed \\ith, 
the entity idenlititd as the oneror. The entity namtd. as the ofreror must b¢ 
a single and din inct legal entity. Do not use the name of a branch office or 
a dhision ora larger entity if the branch ordi,·islon is not & stp!Iate legcll 
entity, Le., anparate corporation, partnen hip, 5ole proprietOr$hip. etc. 

TAXPAYER IDENTIFICATION NO. 

: ' I . 1: · q., 

( 
PRINTED NAME DATE SIGNED STATE OF INCORPORATION 

tlf you ate I CorpoRtio~ idtati(" the $1.l!C: o( i~orpouiioiL.) 

OFFEROR'S TYPE OF ENTITY: (Check one} (~ ''Sitft.iog Y<r.u- Offtr'" rro\isioa.) 

_Sole Proprieto~hip _ Partnership Other _____ _ ___ _ _ 

_Corporate entity (not tax-exempt) _ Corporation (tax-exempt) _ Government entity (federal, state, or !oral) 
COV£RPAGE 
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I. SCOPE OF SOLICITATION 

f, 'lt , ' 1\ !11 :11 \1 o It I t 1 :, ''It )t t 11\ , •I 'Ill It r It' It 11111 o\ J1ro\td' I 1 p 1 Ill' I \I' n 'I 

fl' 't ' Jllltl till' • t,llil ltf' •I 1 , IIIII' I ll 
0
\1 1 • 1f11' I , 1 ' Ito It If II I I I 1 I ill I• lit\ ftl• 

~ :1 t 1 tl" ) t) Ill \f f 1 : 1 't 1) 1 ' II 1, ), \t I(L tL I til II \ ' >Iii >t t 1 ' I I' 1}1111 1•1' ')I f I 11(1)1 

'.d ltl 1 1tpj.'rf ull1 .I I ' · '' ' • i, ' I I 1!., It , I ' t lt\t 1 t' t I• 1 I 1 1d 1 q t'lt I '' I 'lqf t l I II 

It' 11 '- 1 I tt' rd It 11! 'I' 1 rd •I tr 1 l t 1 11 • d I 1\'1'' t I) tl•t • (I !} r' 11 •t1 t' • 11 'r\ • tl 1t' I t rrlt\11 q(. 

r'l(l)!\\ltl ,lio' •I ftiHll th 11 II', lt 1 • \'Ill !I \ll')''t)\ ·\ .~ll trt. l't'llltl' Ire tt I 1 1 ltl 1 1 11 lq \',,)1, 

ACQUIRE SERVICES 

The purpose of this solicitation is to acquire services complying with the enclosed description and/or specifications and 
conditions. 

MAXIMUM CONTRACT PERIOD· ESTIMATED 

Dates provided 
are estimates only. Any resulting contract will begin on the date specified in the notice of award. See clause entitled "Term 
of Contract- Effective Date/Initial Contract Period". 

(Has tile Preeure-mem-GfRce seeR C9115Wted alleut. ·.•.-he!lleH!le-pr0011F~11enl-j7Fe-Yisiens-r~~ffig4<)-i\!Ulltteml-{;~llllffiet£
~~~ISIOO]'-S~See II 3S :!W~~dmStakeho lders-ilgrff-lhaHHeltg*-{emrw«l-be-prereroele!H 

It \\i ll be helpfl,II to the biddc~s if we include a IJ!atrix of the three pr-irlal)' scrvi£e comp01,1ent.s (core.custmjy, sec lending, 
nnd anc illary ser..- ices) and ti1e associated contractual entity. For example, the STO and the Investment Coiilmissioncoilld 
both engage in sec lending program~ with their re.spective ass~t pools, but U1c. contracts an!! tees would be inde'pendcnt. 
Core ClJStody and ancillary services for the trust funds would also be separate and apart witl1 re,spect to contracts and fees . 
DRAFT NlA TRlX PROVIDED ON NEXT PAGE 
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Contrac t Award Matrix 

Desired Sc!'Vice Using Gover'nmcntlll Unit Notes 
which will be awarding 
contract(s)1 if anr, as a result 
of this procurement . 

Core Custodv Services •• 
Fees will need to I be se~aratelx 
gro~osed and bilfed for core 

~Jan/fund acconmine safckcenin!! custodx setvices grovided to 
trade nrocessin!!, asset servicing, on- State Treasurer's. Office will (i} State Treasurer's Office (as 
line intemet access monthlv award one or more contracts to the State General Aacount accounting rc~orts, suo11ort of 

.for core custody services to be and Local Government annual GAS B re11orts. cornorafc 
action< securities litigation claim grovi'ded to the Stakeholders Investmen~ Pool} and (i i) the 
grocessing and 11 rox~ proccssin!!. Commission, as agent for the 
nnd monthly 8!;CQUntin!! Reti rement Systems (as to the 
reconciliation with innsuncnt 

five defined benefit gla11itrust mnnagQrs 
fonds identified in this RFR). 
Sec Secth:>n Vlll (Cost. 
Prooosal) for additional 
infonnation. 

I. State Treasurer's 
Anoilhl[.Y Services -- Office (as to the State 
gertbrmalJCC mea~urcmcnt and Gener:al Account and Ofteror must agree to serve as 
nnalvtics. dri ll d Q:\\11 Qr fund look Local GoYern ment· a fiduciary for J2rovision of 
through investmenl guideline Investment Pool) casl1 manarrement services comolinnce monitoring risk 
analytics altcmati,·e investment 2. The Comm ission. as 
suooort. and end of da:t short term agent .for the 
cash swee~s Retirement S~stc ri1s 

(as· to the five defin.ed 
benel1t 12lan trust funds 
identified in lhis RFP} 

I. State 1'reasurer's 
Securities Lending Office (as to the State 

General Account and 
Local Government 
Investment Pool) 

2. The Commission. as 
agent for the 
Retirement Systems 
(as to the li\•e defined 
benetit J2lan trust fimds 
identified in this RFP} 
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II. INSTRUCTIONS TO OFFERORS ·A. GENERAL INSTRUCTIONS 
!Sec exempt procurement template for altcmatjvc provisions) 

DEF!NITJONS [INSERT IN THIS SECTION ALL RELEVANT DEFINITIONS] 

EXCEPT AS OTHERWISE PROVIDED HEREIN, THE FOLLOWING DEFINITIONS ARE APPLICABLE TO ALL 
PARTS OF THE SOLICITATION. 

Al\1ENDMENT means a doctunent issued to supplement the original solicitation document. 
BUYER means the Procurement omcer. 
CHANGE ORDER means any written alteration in specifications, delivery point, rate of delivery, period of performance, 
price, quantity, or other provisions of any contract accomplished by mutual agreement of the partie-s to the contract. 
CONTRACT See clause entitled Contract Documents & Order of Precedence. 
CONTRACT MODTFICATION means a written order signed by the Procurement Oniccr, directing the contractor to make 
changes which the changes clause of the contract authorizes the Procurement Ofiicer to order without the consent of the 
contractor. 
CONTRACTOR means the Ofreror receiving an award as a result of this solicitation. 
COVER PAGE means the top page of the original solicitation on which the solicitation is identified by number. Offerors 
are cautioned that Amendments may modify information provided on the Cover Page. 
INVESTMENT COMMISSION means the South Carolina Retirement s ,•stem lnvcslmenl Commission 
OFFER means the bid or proposal submitted in response this solicitation. The terms Bid and Proposal are used 
interchangeably with the term Offer. 
OFFEROR means the single legal entity submitting the offer. The term Bidder is used interchangeably \\~th the tenn 
Offeror. See bidding provisions entitled Signing Your Ofl'cr and Bid/Proposal As Ofl'crTo Contract 
GRPER.'NG HlTITY llsing-GevemnJenllll-YniHI!ol-liiiS-5\tlmlittea a Purehase-GFder. 
PAGE TWO means the second page of the original solicitation, which is labeled Page Two. 
PROCUREMENT OFFICER means the ; son,;r his sMMi%entified as such on the Cover PF 

M WI ... wec;pgp¥ AM --
You and YOUR means Offeror. 
RETJREMENT SYSTEMS refers to the five governmental defined benefit plans administered by the South Carolina 
Retirement Svstems. 

SUBCONTRACTOR means any person ha,•ing a contmct to perfonn work or render service to Contractor as a part of the 
Contractor's agreement arising from this solicitation. 
USING GOVERNMENTAL UNIT means the unit(s) of government identified as such on the Cover Page. 
WORK means all labor, materials, equipment and services provided or to be provided by the Contractor to fulfill the 
Contractor's obligations under the Contract. 

AMENCMENTS TO SOLICITATION 

(a) The Solicitation may be amended at any time prior to opening. All actual and prospective Ofterors should monitor the 
following web site for the issuance of Amendments: lidendfy URL wbere amendments will be posted be rei (b) Oflerors 
shall acknowledge receipt of any amendment to this solicitation (I) by signing and returning the amendment, (2) by 
identifYing the amendment nwnber and date in the space provided for this purpose on Page Two, (3) by letter, or (4) by 
submitting a bid that indicates in some way that the bidder received the amendment. (c) If this solicitation is amended, then 
all tem1s and conditions which are not modified rcmnin unchanged. 

AWARD NOTIFICATION 

Notice regarding an)' award or cancellation of award will be posted at the location specified on the Cover Page. 
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BID/PROPOSAL AS OFFER TO CONTRACT 

By submitting Your Bid or Proposal, You are offering to enter into a contract with the Using Governmental Unit(s). 
Without further action by either party, a binding contract shall result upon final award. Any award issued will be issued to, 
and the contract will be fonned with, the entity identified as the Ofleror on the Cover Page. An Ofier may be submit1ed by 
only one legal entity; "joint bids" are not allowed. 

BID ACCEPTANCE PERIOD 

In order to withdraw Your Oficr after the minimum period specified on the Cover Page, You must notifY the Procurement 
Ofticer in writing. 

BID IN ENGLISH and DOLLARS 

Offers submitted in response to this solicitation shall be in the English language and in US dollars, tmless otherwise 
permitted by the Solicitation. 

STATE TREASURER AS PROCUREMENT AGENT 

~P~~~~~r~~~~o~~~~~e~-~h~~~r~~tif~~~N~f~B~~-~~Wr:f~~i:ili~§t)~~~~Wr~~;';~~e~l}iCaily ·· ··· ···>.-::.~ >-F-o_rm_att_e_d_:_Fon_t:_l_o...;p...;t,_Fon_t_co_lo<_: s_Jack __ -< 
Formatted: list Paragraph, Numbered + level: 

delegated in writing, the Procurement Officer is the only government ofticial authorized to bind the government 1 +Numbering Style: a, b, c, ... +start at: 1 + 
with regard to this procurement. Alignment: Left + Aligned at: 0.2s· + Indent 

fhl_ ~ Purchasing Liability. The Pree\lremct~lfl'eer-t!H1t~e~i411\.~I'RI!ASUR!o~GB- at: 0.5" 
aHin~I-Hlelllllf.ol'llt~S-1-r\l. li-+R-b-t\S\l~:rrontraets ao.var~ll-e~reeuremeAt are-be~·ffil· 
the-Goo!m>:te~fr\'FE-mi~R~~GH. l11e matrix pro\'idcd in Section I of this RFP sets forth 
information as )o the Using Govemmenlnl Unit which is responsible fo r awarding contracts as a result of this 
procurement 

CERTIFICATE OF INDEPENDENT PRICE DETERMINATION 

GIVING FALSE, l\USLEADJNG, OR INCOMPLETE INFORMATION ON THIS CERTIFICATION l\IAY 
UENDER YOU SUBJECT TO PROSECUTION UNDER SECTION 16-9-10 OF THE SOUTH CAROLINA CODE 
OF LAWS AND OTHER APPLICABLE LAWS. 

(a) By submiUing an offer, !he ofleror certifies that· 

(I) The prices in this ofter have been arrived at independently, without, for the purpose of restricting competition, any 
consultation, communication, or agreement with any other offeror or competitor relating to· 
(i) Those prices; 
(ii) The intention to submit an ofter; or 
(iii) The methods or factors used to calculate the prices offered. 

(2) The prices in this offer have not been and will not be knowingly disclosed by the offeror, directly or indirectly, to any 
other oft"eror or competitor before bid opening (in the case of a sealed bid solicitation) or conttact award (in the case of a 
negotiated solicitation) unless otherwise required by law; and 

(3) No attempt has been made or will be made by the offeror to induce any other concern to submit or not to submit an after 
for t11e purpose of restricting competition. 

(b) Each signature on the offer is considered to be a certification by the signatory that the signatory-

(I) Is the person in the offeror's organization responsible for detcnnining the prices being onered in this bid or proposal, 
and that the signatory has not participated and will not participate in any action contrary to paragmphs (a)( I) through (a)(3) 
of this certification; or 

(2Xi) Has been authorized, in writing, to act as agent for the offeror's principals in certif):ing that those principals have not 
participated, and \\~II not participate in any action conlrary to paragraphs (aX I) through (a)(3) of this certification [As used 

PageS 
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Overview 

The South Carolina Retirement Systems administers five (5) defined benefit pension plans that provide lifetime service 
retirement benefits, as well as disability benefits and death benefits to eligible members and/or their surviving beneficiaries. 
The Plans are specified below. 

• The South Carolina Retirement System (SCRS) was established July I, 1945, to provide retirement and other benefits 
for teachers and employees of the state and its political subdivisions. SCRS covers employees of public school 
districts, higher education institutions, and other participating local subdivisions of government. 

• The Police Ofticers Retirement System (PORS) was established July I, 1962, to provide retirement and other benefits 
to police officers and firefighters. PORS also covers peace officers, coroners, probate judges and magistrates. 

• The Retirement System for Members of the General Assembly oft he State of South Carolina (GARS) was established 
January I, 1966, to provide retirement and other benefits to members of the General Assembly. 

• The Retirement System for Judges and Solicitors of the State of South Carolina (JSRS) was established July I, 1979, to 
provide retirement and other benefits to state judges and solicitors. JSRS also c·o\•ers circuit public defenders. 

• The National Guard Retirement System (NGRS) was established July I , 1975, to provide supplemental retirement 
benefits to members who served in the South Carolina National Guard. 

The State Treasurer is the custodian of public fimds fo r the State of South Carolina and the defined benefit pension funds 
administered by the South Carolina Retirement Systems. State funds arc managed and invested by the Oftice of State 
Treasurer ("State Treasurer'') while pension funds are administered and accounted for by the South Carolina Retirement 
Systems ("Retirement System") and invested by the Retirement System Investment Commission ("Commission"). 

The lllatrix orovidcd in Section I ofthis RFP sets forth infom1ation regarding the Using Governmental Unit which is 
resoonsiblc for awarding contracts as a result of this procurement. A5-etl5tediaH;-+he-Sta!H'-reas..rer-is-eoofflinaliflg-wilh· 
otlleHtaltelwldetSStakcholdcrs--ifHhe-re¥iew.--lualoi&lt;iill~Hif:gjobaHttsteeiel-banltffig-seffieeHJ!ld-5eellffiie-s

l~ndiHb"-5eR'i~~l&kleffiS takcholder~~Re-Gmee.ef.tlle-SintH=r~ie!Hiwes~eF

~f..~relillft·and-matlage!HH:eeei-Gevemme!!H~stmelti-Pee~~retllen~-Ststem-lfWeSimffii

Gomlniffiefl;-WIH~s-respensiJ»e..feri~~e4+ned-b~nef4jlensie~t!*lflffilli~hl'-lawr

llR~~~reliflil-ReliFellleJlhS-yslelll~dmiffisie~e-1Jeft5ielt-pl&!l5;il~¥i~~~~nliflg-all4-

Rpo!lif,g-f&Hhe-pe~ieiHrust-fun~ke-eliieilll-beelt-el=reeertl-feHI;es~~~~ate-ffeasiiH.'f--is. 

sedffi-lg+gle~ia!Hlnd-sewfltie;rlendiAg-{lg<"n t~IIIHire-besl-ftele-te-meel-t~ll~lie-dulie-s-oRd

Fe5f*!ll5 ieiliti~k-aelt-stalreholder-t!rllHI!lagil~in~ewlffiling-ef.Mltlr. 

We invite your organization to visit State of South Carolina at www tn;asurer.ss gov, www.rctircmsnt.sc.gov and 
www rsie.sc.gov IGHIH-re~-T31l\to obtain further information regarding the Oflice of the State Treasurer, Retirement 
Systems, and the Investment Commission, accordingly. 

Investment Structure and Asset Pools 

Office of the State Treasurer. The Office of the State Treasurer is responsible for the management ofthe State General 
Account and the Local Government Investment Pool (LGlP). As of Jw1e 30,2011, the General Account and the LG!l' had 
a market value of$7.3 billion and $2.7 billion, respectively. The table below enumerates the account structure of the 
General Account and LGlP. 

I 1111 ''' 1"'11111111! \larl. r l 
\ .1111.-- 111 I ' ' .1, uf .lunr 

" lltl " ' ltl .l( OI I H I 1;1 \I I( \1 \ ( < Il l 'I ' lllllht" l ur \l \ IIUIIh 311. 211t I 
Number ofFuods 
Accounts II $7,252,290,523.84 

Domestic Ili:ttd Income 
Separate Accounts 7 $7,203 194 725.84 

Pagtl7 
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Htdl!t Funds/Absolute Returns 
Direct/Separate Accounts 0 
Commin2led/Line Items 9 $6,240,590 569.23 

Commodities 
Direct/Separate Accounts 0 
Commingledfline Items 0 

Strate2ic Partnerships 
Direct/Separate Accounts 
Commingled/Line Items 27 $6,280 953 860.07 

Cash Accounts 
Direct/Separate Accounts 0 
Commingled/Line Items 13 $626,215 553.83 

Transition Accounts 
Direct/Sepj~raf.C Accounts 2 $60 362,992.54 

General Service Requirements 

The Office of the State Treasurer, Retirement Systems, and the lnveshnent Commission require master custody services 
such as: plan/fund accounting, safekeeping, trade processing, asset servicing, on-line internet access, monthly accounting 
reports, support of annual GASB reports, corporate actions securities li!igalion claims orocessjng and proxy processing, 
and monthly accounting reconciliation with investment managers. All stakMe~P.iStakcho ldcrs arc also interested to learn 
more about your firm's capabilities in the areas of performance measurement and analytics, drill dO\m or fund look 
through, investment guideline compliance monitoring, risk analyties, alternative investment support, foreign exchange and 
end of day short term cash sweeps. The s!alteheldef5Stakeholders would like to keep tmck of all investments via advanced, 
user-friendly intemet platfom1. A more robust reporting engine would be ideal. The custody bank is required to provide 
support for regulatory and GASB 28, 40, 53, etc. reporting requirements. Please note that State of South Carolina utilizes 
SAP GIL for the maintenance of accounting and investment records. The Retirement System requires a general ledger 
interfnce in SAP format to expedite the transfer of records and the gain efticiencies. 

Performance measurement should include rate of return calculations (time weighted and internal rate ofretum), net of fees 
calculations, uni,•erse & style group comparisons, portfolio characteristics relative to a benchmark, portfolio attribution, 
and risk adjusted rate ofretum statistics - Treynor ratio, Information ratio, Jensen's Alpha, Do\\1lSide Risk Analysis and 
other relevant measures. Please note that all level of analytics and return calculations should be available at the total fund, 
asset class, composite, manager/portfolio levels. 

Anotherobjecti\·e is to improve risk management and the investment oversight of the plans and/or funds. Consolidated 
reporting at the aggregate and asset class level for both custodied and non-custodied accounts is essential to enectuatc a 
more robust risk management and investment O\'ersight platforn1. Drill d0\\11 or shadow accounting would be critical to 
both commingled funds/partnerships and mutual fimds. Weekly "not in bank" asset collateral pricing is required and 
consolidated reporting of all cash balances both custodied and non-custodicd accounts. The Investment Commission would 
like to fu lly understand your alternative investment administration support services for private equity, hedge funds, fund of 
funds, overlay, commodities, real estate, derivatives, and other investible asset classes. Your ability to provide solutions 
around capital call management and document management services would be given important consideration. ln addition, 
the Jrweshnent Commission and the Retirement System use QED for limited in,·estmcnt portfolio management tracking of 
the internally managed cnsh/fixed-income accounts. Infom1alion feeds are necessary to be uploaded to QED or similar 
platfom1. 

The 5ffi!whekkr5Stakeholders would like to review your organization's securities lending program. The 
~la4el>.elellf1iS takeholders want to understand how your organization mitigates risks from securities lending and the 
underlying risk/reward trade-on· in participating in your program. Securities lending will be utilized primarily to generate 
incremental return. The Funds have a very risk-averse posture. The Funds require a fully indemnified program specific to 
operational risk and borrower default. Additional levels of indemnification beyond operational risk and borrower default 
are also welcome, including collateral reinvestment risk if reinvestment is included. On a daily basis, the Funds require full 
transparency to loans, counterpartics, rebates/fees, collateral posted, and collateral investments, including infonnation 
specific to NAY (fair market value), credit, risk and liquidity risks. Please note that the Funds reserve the right to pursue or 
not pursue securities lending going forward. 

l'age19 
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The stnk~heldeF.tStakcholders realize that there are costs associated with a conversion or transition to a new service 
provider. The si,-.!E~.Jwk-lefsStakeho lders do not want to incur such costs if a decision is made to move to a new custodian 
solution. Most importantly, the sia.Jrehelde-P.>Stakeholders expect a competitive fee structure for all participating plans or 
asset pools. 

The 5tn!Tcllei<ler.;Stakcholdcrs' requirements hinge on seven crucial elements: Commitment and Experience, Stability of 
Core Custody and Accounting Systems, Proactive Investment Manager Reconciliation Process, Smart and User Friendly 
On-line lntcrfacc, Robust Pcrfonnancc and Analytical Tools, Alternative Investment Support, and Intelligent Client 
Servicing. We believe that a best in class, best practice and partnership approach is beneficial to the 
Stakellol:ki5Stakcholders. 

The StakeP.ehlmStnkeholders ha~s engaged Callan Associates to assist and provide guidance in the custody search and 
due diligence process. Your organization's participation, cOon and commitment of resources are greatly appreciated. When 
responding to this request, we encourage youlo describe the ways in which you believe your organization's service 
capability is unique or would add particular value. Please be succinct in your answers and, if certain-services cannot be 
provided, please so state where appropriate. 

Page 20 
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~ I I_; •'If ,·, ··:.I '_ ]·1 · , l 1, •!_) ~1'1 , ' ' I 1•1 · I I I::~ I; ~ ·. \.I ~~·, j: 

INFORMATION FOR OFFERORS TO SUBMIT·· GENERAL 

Oficror shall submit a signed Cover Page and Page Two. Otreror should submit all other infonnation and documents 
requested in this part and in parts ll.B. Special Instructions; Ill. Scope of Work; V. Qualifications; VIII. Bidding 
Schedule/Price Proposal; and any appropriate attachments addressed in section IX. Attachments to Solicitations. 

In addition to information requested elsewhere in this solicitation, oQfferors should submit the following infonnation in the 
transmittal letter ~ccompanying any proposal submitted: fer jlllfll&Ses efe\·alualion. 

P lease indicate which proposal you are participating in (chtck all tiiRt apply): 

0 Option 1: Core Custody with Securities Lending,_ 
Option 2: Core Custody and Anrillan• SrO"iccs with Srcuritics Lending 

0 Option 3: Cors Custody with No Securities Lending 
Qntion ·1: Core Custody nntl Ancillan Sen ·ices with No Secu rities Lend in!: 

0 Option 5: Stand Alone Securities Lending 

(A) Finns electing to submit a llliAdle<l ( Options I or 2et151911y-wiHHeeuriti5-lendi~poRSe should complete Custody 
and Safekeeping Ser.•ices, Securities Lending ScO"ices and the Cost Proposal both Custody and Securities Lending 
Costs/Fees .. 

(B) Fimts electing to submit Ht~Stooy e1tly bidOptions 3 or 4 should complete the Custody and Safekeeping Services and 
the Cost Proposal for Custody and Related Fees Only. 

(C) Fimts electing to submit ~a securities lending only bid) should complete Securities Lending Services and the 
Cost Proposal for Securities Lending Costs and Fees Only. 

CUSTODY AND SAFEKEEPING SERVICES 

CORE SERVICES 

A. Exprricmc 
1) State your firm's lines of business. Where does custody of retirement plans fit within the organization as a service or 

product om~ ring? 
2) List the oftice location (primary and secondary) from which the work is to be delivered. 
3) Please provide the number ofta.x-exempt clients and the aggregate market value as of Jw1e 30, 2011. 
4) What is the approximate revenue contribution of your Institutional Trust and Custody Business to overall company 

revenue in percentage tenns? 
5) Are there any current organizational issues (i.e., mergers. acquisitions, personnel changes, business concerns, etc.) at 

your institution that we should know about? Have there been any organizational issues over the last three years? 
6) Describe in detail any potential conflicts of interest your finn may have in the management of the Funds/Plans account, 

or in the altemative, state that no potential conflicts exist. 
7) Describe the objectil·es of your fi nn with respect to future gro\\1h, commenting on new products or services, additional 

resources, and size limitations. Explain your fimt 's goals and desires for expansion, particularly how such goals pertain 
to accepting new client business and the quality of service to all clients. Is there a limit to the number of new clients 
your firm will accept? At what point will your firm need to add additional staff? 

8) Provide the number of your organization's clients as categorized in the fo llowing matrix. Report aggregate values of 
their total assets under custody in US$ millions for periods specified. 

Page Zt 
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2006 

2007 

2008 

2009 

2010 

20llY'fD 

N. Rrfncncts 

Please provide a list of three public fund client references ofsimilnrsize with contact information. Indicate the major 

ancillary services (alternative investment support, securities lending, etc.) provided to them. 

SECURITIES LENDING SERVICES 

I NOTE: THE C01'-I~IJSSION NEEDS TO REVIEW AND MAKE DETEIUviJN/\TIONS AS TO THE RETIREMENT 
SYSTEI\1 TRUST FUNDS' Pi\RT!C!Pt\TION IN SECU!{ITIES LENDING) Securities lending will be utilized primarily 
to generate incremental return. The funds have a very risk-averse posture.] The funds require a fully indemnified program 
specific to operational risk and borrowerdcfault. Additional levels of indemnification beyond operational risk and borrower 
default are also welcome, including collateral reinvestment risk if reinvestment is included. Daily reporting should include 
internet access to infonnation about its securities lending program, including security level loans outstanding, shares on 
loan, days out on loan, tcrn1 and open trades, borrowers for each block of securities lent, collateralization levels, earnings 
(top 25 securities sorted by eamings), cash collateral reinvestment and other daily, weekly and montWy reporting 
requirements at the security and aggregate levels. 

On a daily basis, the Funds require full transparency to loans, counterparties, rebates/fees, collateral posted, and collateral 
investments, including inforn1ation specitic to NAV (fair market value), credit, risk and liquidity risks. THIS 
REQUIREMENT IS NON-NEGOTIABLE. 

The following questions should be answered in full. Please tailor your response for each item, specifically in the areas of 
risk and return, relative to your proposed approach. 

A. Gentral Information 
I) State your fim1's lines of business. Where does securities lending fit within the organization as a service or product 

offering? 
2) What is the approximate revenue and profit contribution of your Institutional securities lending business to overall 

company (as defined by the top of the organizational chart) revenue and profit in percentage terms? 
3) Arc there any current organizational issues (i.e., mergers, acquisitions, personnel changes, business concerns, etc.) 

about your institution that we should know about? Describe. 
4) Furnish a copy of your firn1's Ethics Statement and Code of Conduct, specifically developed for securities lending 

services. 
5) The funds require a SSAE 16 or SAS 70 report covering your organizations securities lending function. Please verify 

that your finn can fulfill this requirement List substantil'e issues raised by independent auditors in your SSAE 16 or 
SAS 70 and issues published in your fonn 10-K if filed. Provide a copy of the most recent aruma( report, fom1 10-Q 
and SSAE 16 or SAS 70 and label appropriately. Please indicate whether there have been any substantive changes in 
internal controls since the date of your SSAE 16 or SAS 70 report. 

6) Describe the various types of insurance coverage and indemnification provided to protect your securities lending 
clients. Each description should include: 

Risk Coverage 
Carriers 

• A.M. Best Rating 
Levels 
Limits 
Deductiblcs 

• Expiration 

Page 35 
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VI. AWARD CRITERIA 

AWARD CRITERIA·· PROPOSALS 

.. . : . : : . : 

, r• • •l !• I : \', • • • • '•ll•• l r '' t r ' • , : • ' •• l - • • . '' :~' ) ,,•,:J.:'Ii·1 
~I r 1''1 , tl ' ' ' • 11 • , r c 1' I I · I r 1 I r I~ 1 ' 1 ',, t • ~ ''• ' ', •, , ' , ' ~ [ r. , 

. · . o~,, , , , jt .. •' ·•.·.·• ' •• . ,·ur .1 .. , .. 1· .,,,, 1· •• t '·lr l l•~ ~,·. :,.._ ._• ·~· 1 ;_•, ~. .• ·· l:_.{r 
,,..,,,~. J d '. 

~lteteliAa ge••eR!~tity-submiiS-ftJHlft"ef;-ffie-Preetl rt'RleHI-Gffieerwill;-wllen-deteRIHrling-!Ae-lewest-el'l"&,
~ee ~re"iee!l i!Hll!y-&~ilted-by-Aen-geffiRillenlGI-efllilies a ~ereeAtage eqllffilleAtle AA)' aj)jM-ieuble
SII~s~-c_ Cede ,'\flA. Regs 117 J~upp:-200-lt-

I' I • I I l ,' . \. :' {. . ) t I' f.~ J • I . 

' ···~········ ·· · · ·· ··· · ·················· ···· ·· ················~····· · ~ ·············· ;!. 
'-:·, 
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VII. TERMS AND CONDITIONS · · A. GENERAL 
[PLEASE SEE EXEi\IPT PROCUREMENT TEMPLATE FOR SUGGESTED ALTERNATIVE LANGUAGE) 

ASSIGNMENT 

No contract or its provisions may be assigned, sublet, or transferred without the written consent of the Procurement Ofticer. 

BANKRUPTCY 

(a) Notice. In the event the Contractor enters into proceedings relating to bankruptcy, whether voluntary or involuntary, the 
Contractor agrees to furnish written notitlcation of the bankruptcy to the Using Govenunental Unit. This notification shall 
be furnished within five (5) days of the initiation of the proceedings relating to the bankruptcy filing. ll1is notification shall 
include the date on which the bankruptcy peti tion was filed, the identity of the court in which the bankruptcy petition was 
filed, and a listing of all State contracts against \\llich final payment has not been made. This obligation remains in etlcct 
until final payment under this Contract (b) Tennination. This contract is voidable and subject to immediate tcm1ination by 
the State upon the contractor's insolvency, including the fi ling of proceedings in bankruptcy. 

CHOICE·OF·LAW 

The Agreement, any dispute, claim, or controversy relating to the Agreement, and all the rights and obligations ofthe 
parties shall, in all respects, be interpreted, construed, enforced and govemed by and under the laws oft he State of South 
Carolina, except its choice oflaw rules. As used in this paragraph, the tcnn "Agreement" means any transaction or 
agreement arising out of, relating to, or contemplated by the solicitation. 

CONTRACT DOCUMENTS and ORDER OF PRECEDENCE 

~re5\l;l\ffig-lfettl-this selieitatie~Jl.ronsisHtf.thHelleo.vin~meRt5: (I) a ReeeHH>P.I~tialieRS;-if:. 
~~~~e!HlnEl-tll~eetof.!tdoetllfteHIIItien regan!i~laffiieftfier~ffef;#appl*allle;
~~~e-salieitaHoll;-il5-iln~etH!ed . (4) meaifte&Henr,tf.im)', te yeur efier, ife~ee~t~)'-lfle-llreeuremenWJJieer;--f)tyour 
efle~tatt'tllellHCfl~t-i~he-statfl-iinaH!e~pta~~ffi!!T,tlnEl-ft-}-pHrellase erclers. "lllese BBe\!flletllT 

~~~nsis~iRlefllary. Any een!liet an1eng tllese deetimeRI5 sllall ee resalvea lly giying ~ 
l&-these-deel!men~S·in-llle-emeF-lisre!l-seove. (b) The teA115-iln!l-tetlditi&RS-6H!eeuments (I) tll re11gl~be~~ 
P.etWitiW-l!OOi~di~~~H-~ndition~Jer~rellase-ermF-&F-&tflef-ffistRIHlei!H\ibmitte!l
by-the State sr (ii) a~eil!l!-eF-&~Hleoomet~l-5tibmitt~Aifa~~~~El-li&r~in, the teAHT 
l>li!l-eo:·:~elHI&eH~RelliHtial~c~)-Ne-eotllfllc l, lieense, eF-&~HlgrffmenKeBtaining
e-oR!filettta~!lTWi~El-b)'-ilii)'-Ysi•lb'-(leyeAl~lil. .<\1\y Eleet~menHigAe!l-ef.etheFWise
~~o~»:H»her-tl!~eetnet~n~r shall be veiMnd-oHJO--et)e\4.--
llle contracting parties agree to be governed by the tenns nnd conditions sct forth in the Agreement including all Exhibits 
and/or Schedules attached thereto and any amendments to the Agreement, or its Schedules and Exhibits the RFP and the 
Offeror"s Proposai i"Contract Documents"), In the event of any disoute between the parties with regard to the meaning of 
these documents the order of precedence shall be with the lower numbered documents taking pr~cedencc over hi2hcr 
numbered items, as follows: 

1 The Agreement; 
2, The Offeror's Proposal, which is incorporated into the Agreement by reference; and 
3. This RFP, which is incorporated into the Agreement by reference. 

Formatted: Ust Paragraph, Outline numbered 
+ Level: 3 + Numbering Style: 1, 2, 3, ... + 
Start at: 1 +Alignment: Left + Aligned at: }." + 
Tab after: 1.25" +Indent at: 1" 

The document with the low~r number will be deemed dominant and the document'' ith the higher mnnber will be 
subsjdinrv. The dominant documents must be interpreted and construed as a whole before nllempting to reconcile a 
j>ubsidinrv document . . .... ._. . ... . ._. ... ............ .. . .. . . .......... . ..... . . _ . ............. ... . ... ... . ... ... .. ........ . .... ._. .. ... ··{ Formatted: Font: 10 pt, Font color: Black 

DISPUTES 

(I) Choice-of-Forum. All disputes, claims, or controversies relating to the Agreement shall be resolved exclusively in the 
Court of Common Pleas for, or a federal court located in, Richland County, State of South Carolina. Contractor agrees that 
any act by lhe Govemmcnt regarding the Agreement is not a waiver of either the Government's sovereign immunity or the 
Government's immunity under the Eleventh Amendment of the United State's Constitution. As used in this paragraph, the 
tem1 "Agreement" means any transaction or agreement arising out of, relating to, or contemplated by the solicitation. (2) 
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VIII. 

Based upon the infom1ation provided in this request for proposal, state your aruma! fee for (il the initinlll!e-fle!i! five year 

tcm1 ami (i il the 1\•:o optional renewal t erms-MF-Ifl~-ep&~liefP.~hilfwillHhe-Gfl~e-Sta~-easure~ltremen! 

~le~~~~~- Please provide !h!ff-separatc fee quotes for the following options. etl51edy-with 

seeurnies-len&i!lg,wstody-wilheukeelifilies-let!ding,rutd-s\ruldal~li&let!llifl~llly;-

A. Pluse pro,•ide an annual fl at fee for E·ustody--scniees required by tbe Funds. The flat fee should be quoted in a 
Oat doUar (in US dollars) basis. 

012lioq I. Cor~~c;:!~~~ody with Securities T ending~~~!l~!'.!lJ~~~-~r:i~~~~.'!~i~a!~.~!l.~'!"~~ -(~!c;~~~-!l~tl=.~~.a.t. t.~9J~~!~L .. -·· Formatted: Font: 10 pt 
are asking "if your organization is given the mandate" to lend securities and not to net the revenue stream generated from · - Formatted: Font: 10 pt 
securities lending to the flat dollar fee.) 

SC General Account and LGIP Flat Dollar Fee 
1'' Year 
2•• Year 
J"'Yur 
4"Year 
S~Yur 

Renrw Period list Yea\'}_ 
Renew Period (2nd Year 

SC Retirement Svstenu Flat Dollar Fee 
I"Yrar 
r•Yur 
3"' Ytar 
4'" Year 
S'" Year 
Rc new Period llst Yearl_ 
Renew Period (2nd Year 

Option 2: Corc.Custeuv gnd Ancillary Services with Securities Lending (Please note· that the Funds are asking "if your 
orannizntion is given the mandate" to lend securities and not to net )he re\'enue stream genernted from securities lending to 
the nm dollar fcc.) 

SC .Genrral Accou nt aud LG!P Flat Dollar Fee 
I" Yenr 
2'" ).:tJir 
3"' Ytnr 
4" Yrn 
5" Yenr 
Reotw P~riod_ll5t Year} 
Renew Period f2nll Yrnt· 
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S( Retirem~nt Svstems Flat Dollar Fee 
I" Year 
2" Yenr 
3"' Yrnr 
4'' Year 
S'' Year 
Re new Periorl (1st Yenr) 
Renew Per iod (2nd Yenr 

Option 3: Core Custodv with No Securities Lcndingl~eFHtf5ffilfil-ies-lenlliflg-i5-t!eHH!ewee : (Please note that the 
Funds are asking "if your organization is not given the mandate" to lend securities.) 

SC General Account and LGIP Flat DoUnr F~e 
1' Year 
2'" Ytar 
J"'Year 
4"Yur 
5" Year 
Renew Period (lsi Year) 
Renew Period (2nd Year 

SC Retirement Systems Flat Dollar Fee 
1' Year 
2•• Year 
3"' Year 
4'0 Year 
5 .. Year 
Renew Pcriod(lst Yenr} 
Renew Period (2nd Year 

Option 4· Core Custodv ami Ancillary Services with No Securities Lending: (Please note that the Funds nre asking "if your 
oreanization is not given the mandate" to lend securi ties.) 

SC Genernl Ac count nnd LG I P Flat Dollnr Fee 
1" Yenr 
2'" Yenr 
3'" Yenr 
o~•• t.t.nr 
5 ' Yenr, 
Renew Period l ist Yu r) 
Renew Puiod 12nd Yet r 

SC Hetircnwtt Svstems Flnt Dollar Fee 
t" Yenr 
2'" Ycnr 
J " Ycnr 
4"Y~ 
5"_ Yeu 
Renew Period {h t Year) 
)"tenrw Pu iod {2nd Year 

B. WhAt art tbf short term innslment nhiclu you propose as applicable to either the Relirement Systems or the 
GenerAl Accouni!LGIP? What Is the total expense mtio, Including management fees? (Specify: Sweep Options, 
L11te Da)· Cash, o,·ernigbt, FDIC appro,•ed, 2a-7 funds, nnd US Government Only.) 
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ALLEN R. GILLESPJ'E, CFA 
CHAIRMAN ~,, JAM'ES R. P OW'ERS 

S. TRAVIS PIUTCHITT 

EDWARD N. GIOBBE 

R.OB£R.T L BOR.DEN, CFA 
CHI[f IXICUTI\'£ OfRCER 

CHIEJ [NVISTMINT OTRCEll 

REYNOLDS W lLUAMS 
VIC£ C!WJWAN 

• : . ·SOUTH CAROLJNA RETIREMENT SYSTEM 

CURTIS M LOFTIS, JR. 
STAn TliiASUIWl 

INVESTMENT COMMISSION 
1201 MAIN STREET I SUITE 1Sl0 I COLUMBIA. sc I 29201 

To: William Leidinger, Chief of Staff, State Treasurer's Office 

From: Adam Jordan, Chief of Staff 

CC: Robert L. Borden 

Date: November [14], 2011 

Re: RFP for Master Custody Bank and Securities Lending Services 

In your email dated November 10, 2011, you asked the Investment Commission to provide the State 
Treasurer's Office with further, detailed guidance regarding changes which we believe must be made to 
the draft RFP for Master Custody Bank and Securities Lending Services (the "RFP"). 

Our comments are summarized in this memo. We have also attached proposed revisions to certain 

provisions of the RFP which provide the requested detail, along with a copy of a recent exempt 
procurement RFP that the Commission issued for review by your Office and counsel. We hope that these 

materials are helpful, and would be happy to discuss same with you. 

Comment One - There are significant differences between (i) core custody functions, (ii) securities 
lending, and (iii) ancillary functions (such as cash management and investment risk management systems) 
which require changes to the RFP. 

A. Summary of differences between (i) core custody functions, (ii) securities lending, and 
(iii) ancillary functions. 

a. Core custody - The State Treasurer's Office has indicated that as custodian of the 

funds of the Retirement System, the State Treasurer is empowered to select a 
provider of core custody functions for the trust funds. As Bo Abesamis of Callan 
indicated in the education sessions conducted in October 2011, core custody consists 
of services such as basic plan/fund accounting, safekeeping, trade processing, asset 

servicing, on-line internet access, monthly accounting reports, support of aruma! 
GASB reports, corporate actions, proxy processing, and monthly accounting 

reconciliation with investment managers. 

b. Securities lending - As Mr. Abesamis stated in the education sessions conducted in 
October 2011, securities lending is an investment function . Under State law, the 
Commission is responsible for determining: 

1. whether the Retirement System trust funds should engage m a securities 

lending program; 

PHONE 803.737.6885 1 Ton fREE 800.868.9002 1 FAX 803.737.7070 



000314

ALLEN R. GILLESPIE, CfA 
CHAJJIMAN 

REYNOLDS WLLUAMS 
VICE OWJI.MAN 

CURTIS M. LOFTIS, JR. 
5TAn Tli.IASUJI£ll 

..J 

'~~~~~;~~~;~~ST~7oN 
1201 MAIN STREET I SUlH I SlO I COlUMBIA, sc I 29201 

JAMES R. POWEPS 

S. TRAVIS PIUTCHETT 

EDWARD N . GIOBBE 

ROBERT L. BORDEN, CFA 
CHIH IXICUll\'E OJF!CER. 

Clm:r [NVISTMINT OJF!CER. 

11. if so, what the investment parameters (for example, the investment guidelines 
for any securities lending collateral reinvestment pool) of the trust funds' 
securities lending program should be; and 

111. the agent or agents with whom securities lending agreements should be 
entered into on behalf ofthe Retirement System trust funds. 

c. Ancillary services - The ancillary services identified by Callan 111 the RFP -
performance measurement and analytics, drill down or fund look through, investment 
guideline compliance monitoring, risk analytics, altemative investment support, and 
end of day short term cash sweeps -- are all functions which directly impact the 
Commission's statutorily mandated responsibility to invest and manage the 
Retirement System's assets. Three examples follow: 

1. Cash management - cash management entails the short term investment of 
cetiain cash balances that exist in the Retirement System's accounts with 
managers of trust fund assets. Detenninations need to be made as to the 
investment manager, product and investment parameters to be used for this 
function. 

11. Risk analytics - The essence of risk analytics is to 'know what you own' . 
Putting in place more robust reporting capabilities, including strong risk 
analytics systems, is one of the Commission's highest priority initiatives. As 
you know from prior Commission meetings, the Commission intends, with 
the help of staff and consultants, to determine its risk analytics requirements 
and procure the necessary systems. 

111. Investment guideline compliance monitoring- this service assists a fiduciary 
in assessing whether an external investment manager is complying with the 
mandate they were given. This service directly relates to investment and 
management of the Retirement System' s assets, a fact made clear by the 
questions which Callan proposes to include in the RFP regarding investment 
guideline compliance monitoring. 

In all of these cases, it is the fiduciaries of the Investment Commission who under State law are both 
granted the authority, and charged with the responsibility, for determining whether, and with whom, the 
Commission should contract for provision of services directly related to investment and management of 

the assets of the trust funds. 

B. How should the RFP be structured so as to proper ly reflect these distinctions? 

The distinctions between (i) core custody services, securities lending and ancillary services and (ii) State 
funds and the trust funds require a restructuring of the RFP so as to clearly indicate which unit of State 

PHONE 803,737.6885 I TOLL fREE 800.868.9002 I FAX 803.737.7070 
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ALLEN ~ GILLISPIE, CFA 
CHAIRMAN 

REYNOLDS WILliAMS 
VICE CWJ!\MAN 

CURTIS M. LOFTIS, JR. 
STAn TRIASUll£R 

...) 

f~~E~~~;~~C~~~;~7oN 
1201 MAIN STREET I SUITE 1510 I COlUMBIA. sc I 29201 

JAMES R. POWER'i 

S. TRAVIS PRllCHETI 

IDWARD N . GIOBBE 

ROBERT L BORDEN, CFA 
CHI IF IXICUTl\'E OfFICtR 

C HIU INVI5TMIN'T OfFtCER 

government is responsible for awarding contract(s) for the applicable service. For the reasons noted 

above, and given the drafting challenges presented, it may be easier to prepare and issue two separate 
RFPs, one for the State funds invested by the Treasurer, and a second for the trust funds which the 

Retirement System and the Investment Commission are responsible for. Pursuing this course of action 
would likely yield documents which the vendor community will find easier to understand and respond to, 
without materially diminishing the State's purchasing power. However, in the event that a decision is 

made to go forward with the issuance of one RFP, we have attached detailed language which identifies 
changes which we believe will need to be made to certain key provisions of the RFP. 

Comment Two - Under State law, this is an exempt procurement for both the State Treasurer's Office 
and the Commission. The draft RFP has been prepared using standard, non-exempt procurement 
provisions. The template chosen contains many provisions, most notably in Sections II and VII, which 
are either not required for, or less well suited to, this type of procurement. We have attached for your 

review and consideration a copy of an RFP issued by the Commission in connection with a recent exempt 
procurement. We would be happy to discuss the attached alternative template with you and counsel. 

I can be reached at 737-6814 ifyou have any questions. 

Attachments 

PHON E 803. 737.6885' I TOlL FREE 800.868.9002 I FAX 803.737.7070 
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Adam Jordan 

From: Robert Feinstein 
Sent: Monday, November 21, 201112:42 PM 

Bob Borden; Adam Jordan To: 
Cc: Nancy Shealy 
Subject: Custody RFP - Confidential 

Bob and Adam: 

Bill Leidinger called twice this a.m. and requested to meet w/me at our offices. I agreed, and met w/Messrs. Leidinger 
and Condon around 11:15 a.m. Summary follows. 

1. Mr. Leidinger said that an effort had been made to incorporate many of the Commission's comments, but stated 
that the Commission's comments relating to contracting authority for services other than the core custody 
function were not going to be included in the RFP. 

2. Mr. Leidinger said that the Treasurer's Office will oversee the procurement process for all services (core custody, 
ancillary services, sec lending), but noted that ifthe Commission determines that it is not satisfied with a [non
core custody] service offered by the bidders, and wishes to contract with a different provider, the Commission 
would be able to discuss this with the Treasurer. Note: Mr. Leidinger's description on this score seemed more 
equivocal/hedged than the 'everyone gets what they want' language that Mr. Leidinger had used during the 
summer and early fall. 

3. Mr. Leidinger indicated that the Treasurer's Office plans to finalize the RFP today or tomorrow, and send it to 
Ca llan with directions to distribute. There will be no further opportunities to comment on the document. 

Robert 

1 
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Adam Jordan 

From: • 
Sent: 
To: 
Cc: 

Allen Gillespie <agillespie@ediadvisors.com> 

Monday, November 21, 2011 7:12 PM 
Adam Jordan 

Subject: 
Reynolds Will iams; Bob Borden 

Re: Custody RFP - Confidential 

I have a letter prepared 

Sent from my iPhone 

On Nov 21,2011, at 5:00PM, "Adam Jordan" <AJordan@ic.sc.gov> wrote: 

Please see Robert's notes below. I find it interesting that this decision was made the Monday 
morning after Wampee. Also, despite what was said at the Commission meeting, the RFP does 
not appear to be corning back to the Commission for further comment. 

I will be sending a request to Bill for their rationale behind the decision. 

Thanks, 

Adam 

From: Robert Feinstein 
Sent: Monday, November 21, 2011 12:42 PM 
To: Bob Borden; Adam Jordan 
Cc: Nancy Shealy 
Subject: Custody RFP - Confidential 

Bob and Adam: 

Bill Leidinger called twice this a.m. and requested to meet w/me at our offices. I agreed, and 
met w/Messrs. Leidinger and Condon around 11: 15 a.m. Summary follows. 

1 
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1. Mr. Leidinger said that an effort had been made to incorporate many of the Commission's 
comments, but stated that the Commission's comments relating to contracting authority for 
services other than the core custody function were not going to be included in the RFP. 

2. Mr. Leidinger said that the Treasurer's Office will oversee the procurement process for all 
services (core custody, ancillary services, sec lending), but noted that if the Commission 
dete1mines that it is not satisfied with a [non-core custody] service offered by the bidders, and 
wishes to contract with a different provider, the Commission would be able to discuss this with 
the Treasurer. Note: Mr. Leidinger's description on this score seemed more 
equivocal/hedged than the 'everyone gets what they want' language that Mr. Leidinger had used 
during the summer and early fall. 

3. Mr. Leidinger indicated that the Treasurer's Office plans to fmalize the RFP today or tomorrow, 
and send it to Callan with directions to distribute. There will be no further opportunities to 
comment on the document. 

Robert 

2 
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Adam Jordan 

From: 
Sent: 
To: 

Allen Gillespie <agillespie@ediadvisors.com> 
Tuesday, November 22, 2011 8:57 AM 

Adam Jordan 
Subject: Re: Custody RFP - Confidential 

Get a copy too to see if there were any changes once that is for call so we can decide whether my letter needs to 
go with an update regarding their refusal to provide an update 

Sent from my iPhone 

On Nov 21, 2011 , at 5:00PM, "Adam Jordan" <AJordan@ic.sc.gov> wrote: 

Please see Robert's notes below. I fmd it interesting that this decision was made the Monday 
morning after Wampee. Also, despite what was said at the Commission meeting, the RFP does 
not appear to be coming back to the Commission for further comment. 

I will be sending a request to Bill for their rationale behind the decision. 

Thanks, 

Adam 

From: Robert Feinstein 
Sent: Monday, November 21, 2011 12:42 PM 
To: Bob Borden; Adam Jordan 
Cc: Nancy Shea ly 
Subject: Custody RFP - Confidential 

Bob and Adam: 

Bill Leidinger called twice this a.m. and requested to meet w/me at our offices. I agreed, and 
met w/Messrs. Leidinger and Condon around 11:1 5 a.m. Summary follows. 

1 
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1. Mr. Leidinger said that an effort had been made to incorporate many of the Commission's 
comments, but stated that the Commission's comments relating to contracting authority for 
services other than the core custody function were not going to be included in the RFP. 

2. Mr. Leidinger said that the Treasurer's Office will oversee the procurement process for all 
services (core custody, ancillary services, sec lending), but noted that if the Commission 
determines that it is not satisfied with a [non-core custody] service offered by the bidders, and 
wishes to contract with a different provider, the Commission would be able to discuss this with 
the Treasurer. Note: Mr. Leidinger's description on this score seemed more 
equivocal/hedged than the 'everyone gets what they want' language that Mr. Leidinger had used 
during the summer and early fall. 

3. Mr. Leidinger indicated that the Treasurer's Office plans to finalize the RFP today or tomorrow, 
and send it to Callan with directions to distribute. There will be no further opportunities to 
comment on the document. 

Robert 

2 
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Adam Jordan 

From: 
Sent: 
To: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Tuesday, November 22, 2011 10:15 AM 
Adam Jordan 

Subject: RE: Custody RFP - Confidential 

Adam, you may want to go back and discuss with Robert again. His note to you did not 
completely reflect our conversation ..... . Thanks .. ... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Monday, November 21, 2.011 5:09PM 
To: Leidinger, Bill 
Subject: FW: Custody RFP- Confidential 

Bill, 

Robert briefed me on your discussion this morning. Can you send me the rationale behind the STO's decision to not 
include our comments? I will need to update the Chairman. 

Also, my understanding was that the RFP draft would come back to us before being issued. Was this decision reversed 
after Wampee? 

Thanks, 

Adam 

From: Robert Feinstein 
Sent: Monday, November 2.1, 2.011 12.:44 PM 
To: Adam Jordan 
Subject: Custody RFP - Confidential 

Adam: 

Bill Leidinger called twice this a.m. and requested to meet w/me at our offices. I agreed, and met w/Messrs. Leidinger 
and Condon around 11:15 a.m. Summary follows. 

1. Mr. Leidinger said that an effort had been made to incorporate many ofthe Commission's comments, but stated 
that the Commission's comments relating to contracting authority for services other than the core custody 
function were not going to be included in the RFP. 

2. Mr. Leidinger said that the Treasurer's Office will oversee the procurement process for all services (core custody, 
ancillary services, sec lending), but noted that ifthe Commission determines that it is not satisfied with a [non
core custody] service offered by the bidders, and wishes to contract with a different provider, the Commission 
would be able to discuss this with the Treasurer 

3. Mr. Leidinger indicated that the Treasurer's Office plans to finalize the RFP today or tomorrow, and send it to 
Callan with directions to distribute. There will be no further opportunities to comment on the document. 

Robert 

1 
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Adam Jordan 

From: 
Sent: 
To: 

Cc: 
Subject: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Wednesday, November 23, 2011 2:42 PM 
Abesamis, Bo; Tahiliani, Shakun; McDermott, Mike; William Blume; Robert Feinstein; 
Adam Jordan 
Loftis, Curtis; Condon, Bill; Raven, Dinah 
FW: SC State Treasurer - Custodian Bank RFP 

Folks, the Custodian Bank RFP and attachments are on the Treasurer's website, the SC 
Procurement Division's website and emails with RFP and attachments have been sent to all 
bank reps that Bo suggested we send them to (see below) .. . .. .I believe that' s it but please do 
refer any interested parties to the websites. Thank you all very much for the time and attention 
that you gave this matter. The Treasurer is very appreciative of your efforts and confident that 
the custodian bank selected will serve our collective interests very well. 

Thanks again . .... Happy Thanksgiving! Bill 

From: Stevens, John 
Sent : Wednesday, November 23, 2011 2:27 PM 
To: Leidinger, Bill 
Cc: Manos, Chris; Singleton, Delbert; Shealy, Voight; Fowler, Mary 
Subject: SC State Treasurer- Custodian Bank RFP 

Bill, 

All of the requested actions regarding the referenced solicitation are now complete, including: 

1. Preparation of the advertisement to post on 11/29/2011 in the South Carolina Business Opportunities (SCBO), the 
content of which is listed below, 

Description: MASTER CUSTODY BANK & SECURITIES LENDING SERVICES 
Solicitation Number: STO 2011-01 
Submit Offer By: 1/ 15/12- 5:00pm 
Purchasing Agency: State Treasurer's Office, 1200 Senate St. , Wade Hampton Bldg., Columbia, SC 29202 
Buyer: W illiam J. Leidinger, (803) 734-5063 
Download Solicitat ion From: http://www.treasurer.sc.gov/divisions/Paqes!lnvestments.aspx 

2. Posting to the "Other Solicitations" page on the Procurement Services Division website at 
http://procurement.sc.gov/PS/vendor/PS-vendor-other-sol.phtm. Scroll down to the last URL under "State Agencies," and 

3. Email transmission to the representatives at the five banking institutions you provided to MMO as prospective offerors 
(blind copied to your email address). 

Please let me know if you need additional assistance. 

I hope you and your family have a happy and healthy Thanksgiving Holiday! 

Sincerely, 

John R. Stevens, CPPB, CPM 
State Procurement Officer 

1 
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(803)-737-0612 
jrstevens@mmo.sc.gov 

2 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Allen Gillespie < agillespie@ediadvisors.com > 

Wednesday, November 23, 2011 8:19 PM 
Adam Jordan 

Subject: 
Bob Borden; reynolds@willcoxlaw.com; Sarah Corbett 
Re: SC State Treasurer - Custodian Bank RFP 

Did they incorporate any changes from the last version 

Sent from my iPhone 

On Nov 23, 2011, at 2 :46PM, "Adam Jordan" <AJordan@ic.sc.gov> wrote: 

Please see below- I am out of town and have now reviewed it. Contrary to what was stated at Wampee, 
the STO has issued the RFP without bringing it back to us for final review and comment. We can discuss 
the appropriate response on Monday. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, November 23, 2011 02:41 PM 
To: Abesamis, Bo <abesamis@callan.com>; Tahiliani, Shakun < Shakun.Tahiliani@sto.sc.gov>; 
McDermott, Mike <Mike.McDermott@sto.sc.gov>; William Blume; Robert Feinstein; Adam Jordan 
Cc: Loftis, Curtis <Curtis.Loftis@sto.sc.gov>; Condon, Bill <Biii.Condon@sto.sc.gov>; Raven, Dinah 
<Dinah.Raven@sto.sc.gov> 
Subject: FW: SC State Treasurer - Custodian Bank RFP 

Folks, the Custodian Bank RFP and attachments are on the Treasurer's website, the 
SC Procurement Division's website and emails with RFP and attachments have 
been sent to all bank reps that Bo suggested we send them to (see below) ..... .I 
believe that's it but please do refer any interested parties to the websites. Thank 
you all very much for the time and attention that you gave this matter. The 
Treasurer is very appreciative of your efforts and confident that the custodian bank 
selected will serve our collective interests very well. 

Thanks again ..... Happy Thanksgiving! Bill 

From: Stevens, John 
Sent: Wednesday, November 23, 2011 2:27 PM 
To: Leidinger, Bill 

1 



000326

Cc: Manos, Chris; Singleton, Delbert; Shealy, Voight; Fowler, Mary 
Subject: SC State Treasurer- Custodian Bank RFP 

Bill, 

All of the requested actions regarding the referenced solicitation are now complete, 
including: 

1. Preparation of the advertisement to post on 11/29/2011 in the South Carolina 
Business Opportunities (SCBO), the content of which is listed below, 

Description: MASTER CUSTODY BANK & SECURITIES LENDING SERVICES 
Solicitation Number: STO 2011-01 
Submit Offer By: 1/15112 - 5:00pm 
Purchasing Agency: State Treasurer's Office, 1200 Senate St., Wade Hampton Bldg., 

Columbia, SC 29202 
Buyer: William J. Leidinger, (803) 734-5063 
Download Solicitation From: 

http://www. treasurer .sc. gov I di visions/Pages/Investments.aspx 

2. Posting to the "Other Solicitations" page on the Procurement Services Division 
website at http://procurement.sc.gov/PS/vendor/PS-vendor-other-sol.phtm. Scroll down 
to the last URL under "State Agencies," and 

3. Email transmission to the representatives at the five banking institutions you provided 
to MMO as prospective offerors (blind copied to your email address). 

Please let me know if you need additional assistance. 

I hope you and your family have a happy and healthy Thanksgiving Holiday! 

Sincerely, 

2 
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John R. Stevens, CPPB, CPM 

State Procurement Officer 

(803)-737-0612 

jrstevens@mmo.sc.gov 

3 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Thursday, November 24, 2011 7:56 PM 
Adam Jordan 

Subject: RE: SC State Treasurer - Custodian Bank RFP 

Adam: 
Happy Thanksgiving. 
In certain places, the final draft's even worse than the first! Hard to believe .... 
See you on Monday. 
R 

From: Adam Jordan 
Sent: Wednesday, November 23, 2011 2:53PM 
To: Robert Feinstein 
Subject: Fw: SC State Treasurer- Custodian Bank RFP 

Fyi 

From: Adam Jordan 
Sent: Wednesday, November 23, 2.011 02:46PM 
To: 'agillespie@ediadvisors.com' <agillespie@ediadvisors.com>; Bob Borden; 'reynolds@willcoxlaw.com' 
<reynolds@willcoxlaw.com>; Sarah Corbett 
Subject: Fw: SC State Treasurer - Custodian Bank RFP 

Please see below- I am out of town and have now reviewed it. Contrary to what was stated at Wampee, the STO has 
issued the RFP without bringing it back to us for final review and comment. We can discuss the appropriate response on 
Monday. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, November 2.3, 2.011 02.:41 PM 
To: Abesamis, Bo <abesamis@callan.com>; Tahiliani, Shakun <Shakun.Tahiliani@sto.sc.gov>; McDermott, Mike 
< Mike.McDermott@sto.sc.gov>; William Blume; Robert Feinstein; Adam Jordan 
Cc: Loftis, Curtis <Curtis.Loftis@sto.sc.gov>; Condon, Bill <Biii.Condon@sto.sc.gov>; Raven, Dinah 
< Dinah.Raven@sto.sc.gov> 
Subject: FW: SC State Treasurer - Custodian Bank RFP 

Folks, the Custodian Bank RFP and attachments are on the Treasurer's website, the SC 
Procurement Division's website and emails with RFP and attachments have been sent to all 
bank reps that Bo suggested we send them to (see below) .. .... I believe that's it but please do 
refer any interested parties to the websites. Thank you all very much for the time and attention 
that you gave this matter. The Treasurer is very appreciative of your efforts and confident that 
the custodian bank selected will serve our collective interests very well. 

Thanks again ..... Happy Thanksgiving! Bill 

1 
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From: Stevens, John 
Sent: Wednesday, November 23, 2011 2:27 PM 
To: Leidinger, Bill 
Cc: Manos, Chris; Singleton, Delbert; Shealy, Voight; Fowler, Mary 
Subject: SC State Treasurer- Custodian Bank RFP 

Bill, 

All of the requested actions regarding the referenced solicitation are now complete, including: 

1. Preparation of the advertisement to post on 11/29/2011 in the South Carolina Business Opportunities (SCBO), the 
content of which is listed below, 

Description: MASTER CUSTODY BANK & SECURITIES LENDING SERVICES 
Solicitation Number: STO 2011-01 
Submit Offer By: 1/15/12- 5:00pm 
Purchasing Agency: State Treasurer's Office, 1200 Senate St., Wade Hampton Bldg. , Columbia, SC 29202 
Buyer: William J. Leidinger, (803) 734-5063 
Download Solicitation From: http://www.treasurer.sc.gov/divisions/Pages/lnvestments.aspx 

2. Posting to the "Other Solicitations" page on the Procurement Services Division website at 
http://procurement.sc.gov/PS/vendor/PS-vendor-other-sol.phtm. Scroll down to the last URL under "State Agencies," and 

3. Email transmission to the representatives at the five banking institutions you provided to MMO as prospective offerors 
(blind copied to your email address). 

Please let me know if you need additional assistance. 

I hope you and your family have a happy and healthy Thanksgiving Holiday! 

Sincerely, 

John R. Stevens, CPPB, CPM 
State Procurement Officer 
(803)-737 -0612 
jrstevens@mmo.sc.gov 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Adam and Hershel: 

Robert Feinstein 
Monday, November 28, 2011 11:51 AM 
Adam Jordan; Hershel Harper 
Nancy Shealy 
FW: Robert: Deutsche Bank would like to speak with South Carolina about Securities 
Lending 

Apologies if you already rec'd this inquiry from Deutsche Bank. 
Here's my proposed response for your review/consideration. Pis let me know what you think. 
Robert 

"Dear Tom: 
Thanks for your inquiry. An RFP was issued last week which addresses securities lending services. Proposals are due 
January 15, 2012. A copy of the RFP may be downloaded from the following website: 
http:/lwww.treasurer.sc.gov/divisions/Pages/lnvestments.aspx 
We appreciate your interest. 
Best wishes, 
Robert" 

From: Thomas Kurowski [mailto:thomas.kurowski@db.com] 
Sent: Monday, November 28, 2011 11:27 AM 
To: Robert Feinstein 
Subject: Robert: Deutsche Bank would like to speak with South Carolina about Securities Lending 

Classification: Public 

Robert: 

Hope you and your family are well and had a great Thanksgiving. The weather here in Baltimore over the weekend was very South 
Carolina-like although we realize our days of warmth are numbered, unlike yours. I remember when I lived in NC, I made it through 
the entire winter one year without having to wear an overcoat; I hope you are as fortunate. 

lam writing to see if we could meet with the South Carolina Retirement Investment Commission about securities lending. A recent 
P&l article suggested that the custody business for the state may be up for review and while our interest is limited to sec lending at 
this point, we believe we have some views on strategy that SC might find helpful. 

DB has been very successful lately in winning public sector mandates like Texas ERS, The Commonwealth of Kentucky and 
MOSERS. What is interesting in these cases is that the client saw the advantage of unbundling sec lending from their custody 
relationship and placing it with us. Additionally, they saw our approach to market as the best way to maximize their portfolio's 
intrinsic value. 

We are not suggesting that South Carolina is looking to make a change in this area. However, we would like to introduce ourselves to 
you in the hopes we could be of service in the future. An opportunity to share our thoughts on the market and update you on some 
recent developments is all we are looking for at the moment. 
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Robe1t, please let me know you your thoughts on the best way to approach tllis and I hope we have the chance to visit soon. In the 
meantime, please accept my best wishes for a Happy Holiday Season! 

Thanks, 
Tom 

Thomas Kurowski 
Director 1 Client Advisor 

Deutsche Bank Alex. Brown 
One South Street, 28th Floor 
Baltimore, MD, 21202-3298 USA 
Tel. +1(410) 895-2964 
Fax +1(410) 895-3950 
Mobile +1 (41 0} 299-2737 
Email thomas.kurowski@db.com 

Toll Free: (BOO} 638-2596 
AOL IM: thomaskurowskidb 

This email may contain confidential and/or privileged information. If you are not the intended recipient (or you have received this e-mail in error), please notify the 
sender immediately and delete the e-mail from your computer. Any unauthorized copying, disclosure or distribution of the material in this email is prohibited. 
Deutsche Bank Alex. Brown does not accept orders and/or instructions regarding your account by e-mail. Any orders or transactional requests sent by e-mail will 
not be processed until Deutsche Bank Alex. Brown can confirm your instructions or obtain appropriate written documentation, where necessary. Deutsche Bank 
Alex. Brown does not render legal or tax advice, and information contained in this e-mail should not be rendered as such. 

Deutsche Bank AG, including its subsidiaries and affiliates, does not provide legal, tax, or accounting advice. This communication was prepared solely in 
connection with the promotion or marketing to the extent permitted by applicable law of the transaction or matter addressed herein and was not intended or written 
to be used and cannot be used or relied upon by any taxpayer for purposes of avoiding any U.S. federal tax penalties. The recipient of this communication should 
seek advice from an independent tax advisor regarding any tax matters addressed herein based on its particular circumstances. 

This communication uses information from sources your Client Adviser believes to be reliable, but Deutsche Bank Securities Inc. cannot guarantee the accuracy of 
this information, or the reliability of these sources. Please refer to your official account statements and confirmations for all trade information. 

This communication may contain execution report details, which have been provided by your Client Adviser and are generated from sources deemed to be 
reliable. Please note that the related purchase or sales trade confirmat ions and monthly account statements constitute the official record of your transactions. 

Thi s communication may contain confidential a nd/o r pri v ileged information. 
If you are not t h e intended r ecipient (o r have rece i ved this communicat ion 
in error) please notify the sender i mmed iat e l y and destroy thi s 
communication. Any unaut horized copying, disclosure or distribution o f the 
mate r i a l in t h is communication i s stri ctly f orbi dde n. 

Deut sche Bank does not r ender l ega l or t ax advi ce , and t h e i n f o r ma tion 
cont ain e d in thi s commu n icati on s h o uld not b e regarded as such .----- Forwarded by Thomas 
Kurowski/db/dbcom on 11/28/2011 10:47 AM-----

Joseph 
Santoro/db/dbcom@DBAMERICAS 

11/22/2011 09:24PM 

2 

To"Thomas Kurowski" 
<thomas.kurowski@db.com> 

cc 

SubjectFw: Google Alert- custody RFP [I] 



000332

Tom, we need to get in there asap. 

Joseph Santoro 
Director 
Deutsche Banlc AG 
Agency Securities Lending 
60 Wall Street, 26th Floor, MS NYC60-2660 
New York, NY 10005-2858 
(212) 250-4492 office 
(973) 641-3277 mobile 
joseph.santoro@db.com 

•r Beatrice 0-Canoll 

----- Original Message -----
From : Beatrice O-Carroll 
Sent: 11/22/2011 05:08 PM EST 
To: Joseph Santoro 
Subject: Fw : Google Alert - custody RFP [I] 

Classification: For internal use only 

check it out S Carolina custody bid coming up next year ... 

----- Forwarded by Beatrice 0-CarrolVdb/dbcom on 11/22/2011 05:08PM-----

From: Google Alerts <googleale1ts-noreply@google.com> 

To: Beatrice 0-Carroll/db/dbcom@DBAmericas 

Date: 11 /22/2011 04:51 PM 

Subject: Google Alert- custody RFP 

News 1 new result for custody RFP 

South Carolina Retirement System to seek investment consultant 
Pensions & Investments 
Mr. Leidinger estimated that BNY Mellon has held the global custody contract for the state for about 20 years. 
The global custody RFP is scheduled to be ... 

Tip: Use a minus sign(-) in front of terms in your query that you want to exclude. Learn more. 

Delete this alert. 
Create another alert. 
Manage your alerts. 
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Adam Jordan 

From: 
Sent: 

Tahiliani, Shakun <Shakun.Tahiliani@sto.sc.gov> 
Monday, November 28, 2011 5:05 PM 

To: Adam Jordan 
Subject: RE: Custody RFP - Confidential 

Thanks for this Adam. 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Monday, November 28, 2011 4:55 PM 
To: Tahiliani, Shakun 
Subject: FW: Custody RFP - Confidential 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Tuesday, November 22, 201110:15 AM 
To: Adam Jordan 
Subject: RE: Custody RFP- Confidential 

Adam, you may want to go back and discuss with Robert again. His note to you did not 
completely reflect our conversation ...... Thanks ..... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Monday, November 21, 2011 5:09 PM 
To: Leidinger, Bill 
Subject: FW: Custody RFP- Confidential 

Bill, 

Robert briefed me on your discussion this morning. Can you send me the rationale behind the STO's decision to not 
include our comments? I will need to update the Chairman. 

Also, my understanding was that the RFP draft would come back to us before being issued. Was this decision reversed 
after Wampee? 

Thanks, 

Adam 

From: Robert Feinstein 
Sent: Monday, November 21, 2011 12:44 PM 
To: Adam Jordan 
Subject: Custody RFP - Confidential 

Adam: 

1 
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Bill Leidinger called twice this a.m. and requested to meet w/me at our offices. I agreed, and met w/Messrs. Leidinger 
and Condon around 11:15 a.m. Summary follows. 

1. Mr. Leidinger said that an effort had been made to incorporate many of the Commission's comments, but stated 
that the Commission's comments relating to contracting authority for services other than the core custody 
function were not going to be included in the RFP. 

2. Mr. Leidinger said that the Treasurer's Office will oversee the procurement process for all services (core custody, 
ancillary services, sec lending), but noted that if the Commission determines that it is not satisfied with a [non
core custody] service offered by the bidders, and wishes to contract with a different provider, the Commission 
would be able to discuss this with the Treasurer 

3. Mr. Leidinger indicated that the Treasurer's Office plans to finalize the RFP today or tomorrow, and send it to 
Callan with directions to distribute. There will be no further opportunities to comment on the document. 

Robert 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Tuesday, December 13, 201111:00 AM 
Nicole Waites; Brenda Gadson 

Cc: Hershel Harper; Adam Jordan; Nancy Shealy 
Subject: FW: Master Custody Bank and Securities Lending Services RFP - Questions from 

Northern Trust 

Folks: 
Could you provide background info regarding this vendor question. 
There will be further q's coming in over the next week or so. 
Thanks, 
Robert J,, ROBER.T FE INSTEIN I CHIEF LEGAL OFFICER 

~- .' . .p 803.737.6809 IF 803.737.7070 IRIEINSTElN@IC.SC.GOV 
. 1201 MAlN STREET I SUITE 1S10 I COLUMlliA. scI 2 9201 

. "Sm iTH CAROllNA RETIREMENT SYSTEM 

. [ NVESTM ENT COMMIS SIO N 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, December 13, 2011 10:55 AM 
To: Abesamis, Bo 
Cc: Robert Feinstein; William Blume; Tahiliani, Shakun 
Subject: FW: Master Custody Bank and Securities Lending Services RFP- Questions from Northern Trust 

Folks, here is a question that needs to be answered, I believe it might be best if Robert, Bill and 
Shakun gave their respective input to the response to Bo and Bo then develop the final response 
we will send back to Northern Trust ..... Thanks and let me know if you have a better suggestion 
for the way we should go about developing our responses to this and other questions that may 
come to us ....... Thanks . .... Bill 

From: Juliana Panagas [mailto:jmp19@ntrs.com] 
Sent: Monday, December 12, 2011 5:42 PM 
To: Leidinger, Bill 
Cc: Paul W Mcdonough; Mary Ellen Hilliard 
Subject: Master Custody Bank and Securities Lending Services RFP- Questions from Northern Trust 

DESCRIPTION: MASTER CUSTODY BANK AND SECURITIES LENDING SERVICES 
USING GOVERNMENTAL UNIT: STATE TREASURER'S OFFICE 

Bill: 

Please see below for Northern Trust's questions regarding Section M, Question 1 of the RFP: 

M. Other Services (For Consideration and Review) 
1) The State Treasurer requires the custody bank to maintain $50 million of US Treasuries in escrow with the 
Federal Reserve to meet the State cash requirements. Are you able to meet this additional requirement? 

1 
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Northern Trust Questions: 

• Could you please clarify what the "State cash requirements" are, including references to the specific South 
Carolina statutes or regulations from which they derive? Does this refer to cash on deposit with the successful 
bidder? 

• 
• Will the $50 million referenced be posted by Northern or the State? How was that figure determined? 

• 
• Will an escrow agreement be necessary with respect to this arrangement? If so, what are the terms of such an 

arrangement (e.g., who are the parties, who posts the collateral, who keeps the earnings on such collateral)? If 
there is an approved and required form of agreement, could copies please be provided for review? 

• 

Many thanks, 
Juliana Panagas 

~ Northern 'Irust 

Juliana M. Panagos 1 Sales Associate 1 Corporate & Institutional Services - Americas Business Development 
50S. La Salle Street, Chicago, IL 606031 phone (312) 444-56141 fax (312) 630-1735 limp19@ntrs.com 
Please visit northerntrust.com 

CONFIDENTIALITY NOTICE: This communication is confidential, may be privileged and is meant only for the intended 
recipient. If you are not the intended recipient, please notify the sender ASAP and delete this message from your system. 

IRS CIRCULAR 230 NOTICE: To the extent that this message or any attachment concerns tax matters, it is not intended 
to be used and cannot be used by a taxpayer for the purpose of avoiding penalties that may be imposed by law. For more 
information about this notice, see http://www. northerntrust.com/circular230 

~ Please consider the environment before printing this e-mail. 
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Adam Jordan 

From: Brenda Gadson 
Sent: 
To: 

Tuesday, December 13, 201111:22 AM 
Robert Feinstein; Nicole Waites 

Cc: Hershel Harper; Adam Jordan; Nancy Shealy 
Subject: Re: Master Custody Bank and Securities Lending Services RFP - Questions from 

Northern Trust 

Robert, 

This requirement is in reference to the STO's inability to sweep balances at the end of the day. Per statute RSIC is 
allowed to sweep cash in certain accounts through Dreyfus or other available vehicles to be invested overnight. The 
Treasurer's office has to keep the 50MM in escrow to cover any excess balance or move the cash to Wachovia where it 
can be invested overnight. I hope this helps. I am sure Shakun can explain it more clearly. 

Brenda 

From: Robert Feinstein 
Sent: Tuesday, December 13, 2011 10:59 AM 
To: Nicole Waites; Brenda Gadson 
Cc: Hershel Harper; Adam Jordan; Nancy Shealy 
Subject: FW: Master Custody Bank and Securities Lending Services RFP- Questions from Northern Trust 

Folks: 
Could you provide background info regarding this vendor question. 
There will be further q's coming in over the next week or so. 
Thanks, 
Robert 

ROBE RT FHNSTEIN I CHIEF L£GA1 OFfiCER 
p 803.737.6809 IF 803.737.7070 I PJEINSTElN@lC.SCiGOV 
1201 ~WN STREET I SUITE 1S10 I COLUM.IliA. sc I 29201 
SOUTH CAROLINA RITIREMINT SYSH.ll.i 

LNVESTME NT COMM iSSION 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, December 13, 2011 10:55 AM 
To: Abesamis, Bo 
Cc: Robert Feinstein; William Blume; Tahiliani, Shakun 
Subject: FW: Master Custody Bank and Securities Lending Services RFP - Questions from Northern Trust 

Folks, here is a question that needs to be answered, I believe it might be best if Robert, Bill and 
Shakun gave their respective input to the response to Bo and Bo then develop the final response 
we will send back to Northern Trust .. ... Thanks and let me know if you have a better suggestion 
for the way we should go about developing our responses to this and other questions that may 
come to us .. .. .. . Thanks ..... Bill 

1 
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From: Juliana Panagas [mailto:jmp19@ntrs.com] 
Sent: Monday, December 12, 2011 5:42 PM 
To: Leidinger, Bill 
Cc: Paul W Mcdonough; Mary Ellen Hilliard 
Subject: Master Custody Bank and Securities Lending Services RFP- Questions from Northern Trust 

DESCRIPTION: MASTER CUSTODY BANK AND SECURITIES LENDING SERVICES 
USING GOVERNMENTAL UNIT: STATE TREASURER'S OFFICE 

Bill: 

Please see below for Northern Trust's questions regarding Section M, Question 1 of the RFP: 

M. Other Services (For Consideration and Review) 
1) The State Treasurer requires the custody bank to maintain $50 million of US Treasuries in escrow with the 
Federal Reserve to meet the State cash requirements. Are you able to meet this additional requirement? 

Northern Trust Questions: 

• Could you please clarify what the "State cash requirements" are, including references to the specific South 
Carolina statutes or regulations from which they derive? Does this refer to cash on deposit with the successful 
bidder? 

• 
• Will the $50 million referenced be posted by Northern or the State? How was that figure determined? 

• 
• Will an escrow agreement be necessary with respect to this arrangement? If so, what are the terms of such an 

arrangement (e.g., who are the parties, who posts the collateral, who keeps the earnings on such collateral)? If 
there is an approved and required form of agreement, could copies please be provided for review? 

• 

Many thanks, 
Juliana Panagas 

~ Northern 'J.fust 

Juliana M. Panagas 1 Sales Associate 1 Corporate & Institutional Services - Americas Business Development 
50S. La Salle Street, Chicago, IL 606031 phone (312) 444-5614 1 fax (312) 630-1735 limp19@ntrs.com 
Please visit northerntrust.com 

CONFIDENTIALITY NOTICE: This communication is confidential, may be privileged and is meant only for the intended 
recipient. If you are not the intended recipient, please notify the sender ASAP and delete this message from your system. 

IRS CIRCULAR 230 NOTICE: To the extent that this message or any attachment concerns tax matters, it is not intended 
to be used and cannot be used by a taxpayer for the purpose of avoiding penalties that may be imposed by law. For more 
information about this notice, see http://www.northerntrust.com/circular230 

~ Please consider the environment before printing this e-mail. 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Wednesday, December 14, 2011 8:48 AM 
Adam Jordan; Hershel Harper; Nancy Shealy 

Subject: FW: Master Custody Bank and Securities Lending Services RFP - Additional Questions 
from Northern Trust 

Nancy, Adam and Hershel: 
Please see vendor question below. It deals squarely with securities lending. 
Could we meet and discuss next steps? Until this email's arrival, I was very clear about how I thought the Commission 
should respond to q's re: sec lending, but I want to make sure that there's consensus about how to respond .... 
Would early afternoon {12:30 or 1:00 p.m.) work for all of you? 
R 

ROBERT FEINSTEIN I CHIEF L£GAL OFFICm 
p 803.737.6809 IF 803.737.7070 I RlEINSTELN@IC.SC.GOV 
1201 MAIN STREET I SUITE 1510 I COLUM1!1A. sc I 29201 
SOUTH CAROLINA RETIREMENT SYSTU.'\ 

L NVESTMENT COMMISSION 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, December 14, 2011 8:37 AM 
To: Abesamis, Bo 
Cc: Robert Feinstein; William Blume; Tahiliani, Shakun 
Subject: FW: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Folks, again please give Bo your input and he will send the final suggested response back to us 
for transmittal to Northern trust ... .. Thanks . ... Bill 

From: Juliana Panagas [mailto:jmp19@ntrs.com] 
Sent: Tuesday, December 13, 2011 5:13 PM 
To: Leidinger, Bill 
Cc: Paul W Mcdonough; Mary Ellen Hilliard 
Subject: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

DESCRIPTION: MASTER CUSTODY BANK AND SECURITIES LENDING SERVICES 
USING GOVERNMENTAL UNIT: STATE TREASURER'S OFFICE 

Bill: 

Apologies for the separate email, but please see below for Northern Trust's questions regarding Securities Lending 
section of the RFP: 

1. Would you please provide your current securities lending fee schedule? Has your fee arrangement changed in the 
past 48 months? If so, please explain. 

2. What is your current loan volume? 

1 
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3. Do you have any impaired legacy assets? Will you wish to transition the legacy assets to the new provider? 

4. Do you currently participate in a collateral pool or a custom fund for your cash collateral? 

5. Will you please provide your current collateral guidelines? 

6. Have your guidelines changed in the past four years? If so, please explain. 

7. Do you currently have any borrower or loan restrictions or caps on your lending activity? 

8. Do you vote proxies? 

Furthermore, can you please advise, as to when we should expect to hear back on submitted clarification questions? 

Many thanks, 
Juliana Panagas 

~ Northern 'Ii·ust 

Juliana M. Panagos 1 Sales Associate 1 Corporate & Institutional Services - Americas Business Development 
50S. La Salle Street, Chicago, IL 606031 phone (312) 444-56141 fax (312) 630-17351 jmp19@ntrs.com 
Please visit northerntrust.com 

CONFIDENTIALITY NOTICE: This communication is confidential, may be privileged and is meant only for the intended 
recipient. If you are not the intended recipient, please notify the sender ASAP and delete this message from your system. 

IRS CIRCULAR 230 NOTICE: To the extent that this message or any attachment concerns tax matters, it is not intended 
to be used and cannot be used by a taxpayer for the purpose of avoiding penalties that may be imposed by law. For more 
information about this notice, see http://www.northerntrust.com/circular230 

~ Please consider the environment before printing this e-mail. 
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Adam Jordan 

From: Robert Feinstein 
Sent: Wednesday, December 14, 2011 9:00AM 
To: 
Cc: 

Nicole Waites; Brenda Gadson; Mike Addy; Hershel Harper; Rebecca Gunnlaugsson 
Adam Jordan; Sarah Corbett 

Subject: FW: Master Custody Bank and Securities Lending Services RFP - Additional Questions 
from Northern Trust 

All: 
Good morning. We're beginning to get questions from the State Treasurer's Office, in their role as "Procurement 
Officer'' for the custody RFP. 
Two requests: 

1. In the event that you're asked to provide info about the vendor question noted below, please tell the requestor 
that you will follow up with them after you speak with your colleagues. 

2. I haven't yet confirmed with Hershel and Adam, but in the interim, I'd recommend that we take the same 
approach --tell the requestor that you will follow up with them after you speak with your colleagues- with 
regard to any request to provide info relating to the custody RFP. I will also seek Hershel and Adam's advice 
about who on staff should serve as point person for responding to these requests. 

Thanks, 
Robert 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, December 14, 2011 8:37AM 
To: Abesamis, Bo 
Cc: Robert Feinstein; William Blume; Tahiliani, Shakun 
Subject: FW: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Folks, again please give Bo your input and he will send the fmal suggested response back to us 
for transmittal to Northern trust .. .. . Thanks .. .. Bill 

From: Juliana Panagas [mailto:jmp19@ntrs.com] 
Sent: Tuesday, December 13, 2011 5:13PM 
To: Leidinger, Bill 
Cc: Paul W Mcdonough; Mary Ellen Hilliard 
Subject: Master Custody Bank and Securities Lending Services RFP - Additional Questions from Northern Trust 

DESCRIPTION: MASTER CUSTODY BANK AND SECURITIES LENDING SERVICES 
USING GOVERNMENTAL UNIT: STATE TREASURER'S OFFICE 

Bill: 

Apologies for the separate email, but please see below for Northern Trust's questions regarding Securities Lending 
section of the RFP: 

1. Would you please provide your current securities lending fee schedule? Has your fee arrangement changed in the 
past 48 months? If so, please explain. 
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2. What is your current loan volume? 

3. Do you have any impaired legacy assets? Will you wish to transition the legacy assets to the new provider? 

4. Do you currently participate in a collateral pool or a custom fund for your cash collateral? 

5. Will you please provide your current collateral guidelines? 

6. Have your guidelines changed in the past four years? If so, please explain. 

7. Do you currently have any borrower or loan restrictions or caps on your lending activity? 

8. Do you vote proxies? 

Furthermore, can you please advise, as to when we should expect to hear back on submitted clarification questions? 

Many thanks, 
Juliana Panagas 

~ Northern 'Ii'ust 

Juliana M. Panagos 1 Sales Associate I Corporate & Institutional Services - Americas Business Development 
50S. La Salle Street, Chicago, IL 606031 phone (312) 444-56141 fax (312) 630-1735ljmp19@ntrs.com 
Please visit northerntrust.com 

CONFIDENTIALITY NOTICE: This communication is confidential, may be privileged and is meant only for the intended 
recipient If you are not the intended recipient, please notify the sender ASAP and delete this message from your system. 

IRS CIRCULAR 230 NOTICE: To the extent that this message or any attachment concerns tax matters, it is not intended 
to be used and cannot be used by a taxpayer for the purpose of avoiding penalties that may be imposed by law. For more 
information about this notice, see http://www.northerntrust.com/circular230 

Ji Please consider the environment before printing this e-mail. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Robert Feinstein 
Wednesday, December 14, 2011 6:12 PM 
Hershel Harper; Adam Jordan 
Nancy Shealy 

Attachments: 
Confidential - Custody-related Matter 
Meeting SCIC 11-10-11.docx 

Folks: 
I need to give you a quick verbal update regarding a custody-related matter. Could we meet after the Invest ment 
Committee meeting? 
Thanks, 
R 

ROBEIIT FEINSTEIN I CHIEF LEGAL OFFICER 
p 803.737.6809 I F 803.737.7070 I RFElN STElN@lC.SC.GOV 
1201 MAI.N STREET I SUITE 1510 I COLUMBIA. sc I 29201 
SOliTH CA.ROU NA RETIRI:M.ENT S'I'SU M 

1 NVESTMENT COMMISSION 

From: michelle.cook@bnymellon.com [mailto:michelle.cook@bnymellon.com] 
Sent: Wednesday, December 14, 2011 5:42 PM 
To: Robert Feinstein 
Subject: Nov 10, 2011 Meeting Notes 

Hi Robert- As discussed, I am forwarding the meeting notes of Nov. 1Oth. 

I have not received any feedback on the contents as of yet, but would be happy to make any changes you see fit. 

Hope al l is wel l. 

Michelle 
The information contained in this email may be confidential and is intended solely for the use of t he named add ressee. I f you are not the 

intended recipient please not ify us immediately by returning the e-ma il t o the originator. 

Michelle D. Cook, Vice President and Senior Relationship Manager · BNY Mellon Asset Servicing 
US Corporate, Government and Not for Profits · Tel 212.635.7287 • michelle.cook@bnymellon.com 

---- Forwarded by Michelle D. Cook/NY/DOMESTIC/BNY on 12/14/2011 05:42 PM -

From: 
To: 
Cc: 
Date: 
Subject: 

Hi , 

Michelle D. Cook/NY/DOMESTIC/BNY 
bgadson@ic.sc.gov, NWaites@ic.sc.gov, MAddy@ic.sc.gov, DKing@ic.sc.gov, joconnor@ic.sc.gov, dlybrand@ic.sc.gov, RGunnlaugsson@ic.sc.gov 
Shakun.Tahiliani@sto.sc.gov, Dean SchavoiUPAIDOMESTIC/BNY@BNYMELLON, Douglas E Joyce/CorpUS/BNYMellon@BNYMellon 

12/09/2011 03:53 PM 
Nov 10, 2011 Meeting Notes 

I thought it would be beneficial if we could all have the notes from the November 10, 2011 meeting. I have attached the 

1 
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combined notes of Doug, Dean and I for your review. I believe we have captured the items discussed, but if there is 
anything missing or you have a different understanding, please let me know. 

I hope all is well with everyone. 

Kind Regards 
Michelle 

The information contained in this email may be confidential and is intended solely for the use of the named addressee. If you are not t he 
intended recipient please notify us immediately by returning the e-mail to the originator. 

Michelle D. Cook, Vice President and Senior Relationship Manager · BNY Mellon Asset Servicing 
US Corporate, Government and Not for Profits · Tel 212.635.7287 · michelle.cook@bnymellon.com 

The information contained in this e-mail, and any attachment, is confidential and is intended solely for the use 
of the intended recipient. Access, copying or re-use of the e-mail or any attachment, or any infonnation 
contained therein, by any other person is not authorized. If you are not the intended recipient please retum the e
mail to the sender and delete it from your computer. Although we attempt to sweep e-mail and attachments for 
viruses, we do not guarantee that either are virus-free and accept no liability for any damage sustained as a 
result of viruses. 

Please refer to http://disclaimer.bnymellon.com/eu.htm for certain disclosures relating to European legal 
entities. 

2 
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> 
BNY MELLON 

ASSET SERVICING 

November 10, 2011 

South Carolina Investment Commission and BNY Mellon 9 am Meeting 

Attendees 

SC Investment Commission BNY Mellon 

Mike Addy, FI Portfolio Mgr 
Brenda Gadsen, Operations Manager 

Michelle Cook, Senior Relationship Manager 
Dean Schavolt, Client Service Officer 

Rebecca Gunnlaugsson. Project Manager- teleconference 
Doug Lybrand, Compliance Officer 

Doug Joyce, Team Leader - Client Cash, 

David King, Reporting 
Jarred O'Connor, Strategic Investments 
Nicole Waites, Portfolio Assistant 

Topics of Discussion Summary 
• Tri-party Repo processing updates 

o Deal Matching contingency processing 
• Composite Reporting 

o Establish consistency of accounts within Composites 
o Identify accounts required in multiple composites 

• Strategic Investment Performance reporting 
o Requirements for Fund level repmiing and tracking 

Reporting and Trade suppmt 

• Discussion on lagged vs. non-lagged Performance 
• Number of additional accounts for opening 
• Potential impact on Retirement Systems reporting 
• Data format feed requirements from Investment Managers 

• Online Reporting and training 
• Partnerships Reporting and valuations -

o Cash flows - Capital Calls and Distributions 
o Market Values 

• Q&A 

Synopsis 

Tri-party Repurchase Agreements -
Discussion on intemal IC contingency process for matching executed tri-party repo deals. The CARS team within 
BNY Mellon is forecasting cash positions 3 days out, which assists the IC to purchase their Repo for a stipulated 
period. It was determined matching via the intemet on AccessEdge is the preferable means, with fax as a backup. 

Composite Reporting 
An initiative to streamline the performance repotiing process for composite reporting is underway. The 
establishment and maintenance of composite reporting requires a different set of control processes. Typically, as 
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accounts were opened, the request to include the portfolio in a performance and accounting composite was 
submitted to BNY Mellon at the same time. However, subsequent requests affecting the makeup of the 
performance composites occurred as the reporting and asset allocation changed. The result of these one sided 
changes was a number of inconsistencies developed over time in the amount of composites, the make-up of the 
composites and the relationship of the composite to the reported performance returns. 

A review of all existing composites is underway within the IC to: 
• Establish the validity of the current composite 
• The established perfonnance composites reports mirror the performance returns reported by the IC 
• Accounting composites should minor one set ofpe1formance composites (additional composites can be 

generated for segmenting specific market performance across portfolios). 
• Once the composites have been validated, changed or new ones established, submit an authorized 

directive to BNY Mellon with the details of the accounting and performance composites. 
• Establish specific procedures in the IC and between the IC and RS for establishing and changing any 

composite. Send procedures to all interested parties. 

Strategic Investments 
Producing and tracking performance on the individual fund level (within the Strategic Partnerships) rather than at 
the Strategic Partnership level is the desired goal. Through the cash flows, distributions and capital calls captured 
at the individual fund level will provide a greater level of look through for establishing performance. Certain 
decision and requirements must be made to move forward on establishing the additional 250 to 500+ accounts. 

• Select one reporting close for all strategic partnerships - decision on whether to value the funds on a 
lagged vs. non-lagged basis. Perfonnance options require PM's to review. 

• Finalize the number of additional accounts for opening within each partnership 
• Establish reporting process between Retirement Systems (RS reports at the Strategic Investment level). 
• Ensure investment managers will provide the account i11formation in a consistent format to BNY Mellon 

for risk mitigation and automation of the data feeds on these 250 - 500+ additional accounts. 
• Clarify the time frame the investment managers will provide the portfolio infmmation (cash flows, 

preliminary and fmal month end values, etc .. ) to BNY Mellon 

Partnership Reporting 
A brief discussion reviewing BNY Mellon's valuation process of limited partnerships was conducted. In 
summary, our valuations reflect the most recent investment manager stated market value plus or minus cash 
flows. Cash flows could consist of capital calls and distributions. BNY Mellon currently reflects calls and 
distributions on a gross basis. A discussion on reflecting the distribution by type was reviewed and can be 
accommodated, provided the distribution type is detailed in the instruction. 
The calculation of an internal rate of return for the lin1ited partnerships was raised. A discussion of Private i, its 
capabilities and service offering was touched upon. 

Online Reporting and training on Workbench (Online Reporting and Instruction Access) 
The potential need for additional training on the use of Workbench for accessing bank data was raised. BNY 
Mellon offered both on-site and WebEx training. For onsite training, BNY Mellon did request a full training day 
with multiple attendees planned to ensure a productive trip. Individual training sessions would be managed via 
WebEx through South Carolina's Workbench Consultant Jeremy Horton. 

Follow-up items 
Decisions associated with establishing the underlying accounts within the Strategic Partnerships to be provided to 
BNYMellon. 
IC to decide on composite reporting account structure and send results to BNY Mellon, by Jan 31, 2012. 
BNY Mellon to provide infonnation on non-lagged performance. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Robert Feinstein 
Thursday, December 15, 2011 9:47 AM 
Hershel Harper; Adam Jordan 
FW: State of South Carolina Request for Proposal Master Custody Bank and Securities 
Lending Services - JP Morgan Chase Questions 

Hershel and Adam: 
Please see JPM Chase's q's re: custody RFP. Could you review q's and designate a staffer to work w/me on responses? 
Thanks, 

R 

ROBERT FEINSTEIN I CHIEF Ll:GAl OFFICER 
p 803.737.6809 IF 803.737.7070 I RJElNSTEIN®JC.SC.GOV 
1201 MA.lN STREET I SUITE 1S10 I COLUMBIA. sc I 29201 
SOUTH CAROliNA RETIREMENT SYST~ 

LNVESTMENT COMMLSSJON 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, December 15, 2011 9:32AM 
To: Abesamis, Bo 
Cc: Robert Feinstein; William Blume; Tahiliani, Shakun 
Subject: FW: State of South Carolina Request for Proposal Master Custody Bank and Securities Lending Services - JP 
Morgan Chase Questions 

Folks, here are JPMorgan's questions regarding the custodian RFP .... please forward your 
comments to Bo who will consolidate into a response he will then send to me, with cc: to each 
of you, for response .... Thanks ..... Bill 

From: Ortega, Jose M [mailto:jose.m.ortega@jpmorgan.com] 
Sent: Wednesday, December 14, 2011 5:35PM 
To: Leidinger, Bill; Stevens/ John 
Subject: State of South Carolina Request for Proposal Master Custody Bank and Securities Lending Services- JP Morgan 
Chase Questions 

ATIN: 

Subject: 

Mr. Leidinger, 

Mr. William J. Leidinger, Chief Of Staff 
South Carolina Office of the State Treasurer 
Bill.leidinger@sto.sc.gov 

803-734-5063 

Procurement Officer: William J. Leidinger 
Soliticitation Title: Master Custody Bank and Securities Lending Services 
Soliticitation Number (Not Available) 

J.P. Morgan Chase- "Questions from Offeror" 

1 
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As we diligently strive to provide a cohesive response to the State Treasurer's Office Request for Proposal for Master 
Custody and Securities Lending Services, we would like to request clarification to the following list of questions. Please 
do not hesitate to contact me should you have any questions. We look forward to working with you through your 
evaluation process as you contemplate a Master Custodian and Securities Lending provider. 

General Questions: 

1. Regarding Page 51; Section V. QUALIFICATIONS; QUALIFICATION OF OFFEROR Bullet Point 4. "The offeror must 
be authorized to conduct a trust/custody business in the State of South Carolina" Is this mandatory minimum 
qualification referring to a State-granted authority? And, is a federally chartered, national banking association, 
authorized by the Comptroller of the Currency of the US Department ofthe Treasury, to carry out banking/trust 
business an acceptable qualification? 

2. Do you require the custodian contemplated by this RFP to be a SC qualified public depository? 

3. Concerning the "NUMBER OF COPIES TO BE SUBMITIED: One (1) original in hardcopy and eight (8) copies 
(marked 'copy') Two (2) electronic copies, one(l)as specified Magnetic Media, and one(l) as specified 
Submitting Redacted Offers. The Instructions speak about submitting 2 Electronic Copies. Since the Magnetic 
media is going to be a separate submissions this electronic must be an email submission? If yes, to whom all do 
these emails have to be marked? 

Performance Measurement Related Questions: 

1. On Page 20-22 ofthe RFP (Strategic Partnership- Transition Accounts) does South Carolina State Treasurer require 
the custodian to provide performance reporting on the managers listed? If yes, can you please specify which are 
separately managed and/or commingled fund/line-item accounts? 

2. Are you currently receiving daily and monthly performance measurement and analytics reporting from your 
current custodian? Is so, can you elaborate on specific reporting requirements? 

3. Does South Carolina State Treasurer require the custodian to provide performance measurement or analytic 
services for the underlying holdings contained within the mutual fund/commingled fund portfolios? 

4. Do you currently receive value-at-risk (VaR) reporting from your current custodian today? If no, do you plan on 
implementing this service within the next 6-12 months? If, VaR reporting is required: 

a. Do you require relative VaR (VaR of benchmark vs. VaR of portfolio)? 

b. Do you require historical Simulation, Monte Carlo, no decay facto r I decay factor? 

c. Do you require ex-ante tracking error reporting? 

5. Can you please provide sample performance and ana lytics reports that you are currently receiving from your 
custodian. 

Alternative Investments Related Questions: 

1) Can you please confirm the number of investments that are in scope for Private Equity Services? 

Securities Lending Related Questions 

1. Can you please provide the current (and expected) cash collateral investment guidelines for your program? 
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2. Are you currently directing your cash collateral investment into a commingled or separately managed account? 

3. Based on your 2010 CAFR- "Securities lending obligations at June 30, 2010, were $429.065 million with the 

unrealized loss in invested cash collateral of $104.472 million"- please provide a detailed listing (excel file) for 

these investments, to allow respondents access to information currently available to your current provider. In 

addition, are you expecting to transition any of these legacy cash collateral investments to the new provider? If 

so please provide the exact nature, tenor, duration, credit-worthiness ofthese investments since they will need 

to be analyzed by all respondents. 

Cash Liquidity Related Questions 

1) Concerning your asset listing, for balances where the security description is "Cash- Non custodied," where is this 
cash held and is it placed in a short term investment vehicle? 

2) Please provide further detail on balances where the Security description is just "Cash" -where is this cash held 
and the investment details? 

3) Do you utilize a custodian sweep vehicle? If so, for what percentage of the total cash portfolio? 

. -··4) What types of foreign c·urr.ent iE!s"'do··you hold, ·and in what amounts? Can you provide a· list af your foreign 
currencies average daily balances by market? 

Benefit Payments Re lated Questions: 

1) Are your benefit payments done in-house today or by your custodian? 

2) Can you provide the number of monthly checks paid? 

3) Can you provide the number of monthly ACH paid? 

4) Can you provide the number oftax forms? 

5) Can you provide the annual number of lump sum payments? 

6) Do you have a third party administrator? 

7) Do you have a call center or website for your participant payments? 

Compliance Reporting Related Questions: 

1) How many separately managed (active) accounts would require Compliance Reporting? 

2) What would be the required frequency of the reporting? (daily- only if accounting will be SDV, or monthly)? 

3) Is there any interest in commingled look through reporting? 

Thank You. 

Jose M. Ortega 

Executive Director 1 Business Development Officer 1 Worldwide Securities Services I J.P. Morgan 11 Chase Manhattan 
Plaza, 19th Floor, New York, N.Y. 10005- 1401 1 T: 212.552.38181 F: 917. 546.2308 jose.m.ortega@jpmchase.com 
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• · 

This email is confidential and subject to important disclaimers and conditions including on offers for the 
purchase or sale of securities, accuracy and completeness of information, viruses, confidentiality, legal 
privilege, and legal entity disclaimers, available at http://www.jpmorgan.com/pages/disclosures/email. 

• • 

4 



000351

Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Thursday, December 15, 201112:27 PM 
Tahiliani, Shakun 

Cc: Leidinger, Bill; Adam Jordan 
Subject: RE: Master Custody Bank and Securities Lend ing Services RFP - Additional Questions 

from Northern Trust 

Shakun and Bill: 

Please let Bo know that RSIC staff is working on responses to Northern Trust's second set of questions, as well as JPM 
Chase's questions. We will forward when complete. 
Best wishes, 
Robert Feinstein 

From: Tahiliani, Shakun [mailto:Shakun.Tahiliani@sto.sc.gov] 
Sent: Thursday, December 15, 2011 12:13 PM 
To: Leidinger, Bill; Tammy Nichols 
Cc: William Blume; Robert Feinstein 
Subject: RE: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Will do so. 

From: Leidinger, Bill 
Sent: Thursday, December 15, 201111:52 AM 
To: Tammy Nichols; Tahiliani, Shakun 
Cc: William Blume; Robert Feinstein 
Subject: RE: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Shakun, if you are sending this to Bo, please be certain to cc: everyone .. .. . . Thanks .. . .. Bill 

From: Tammy Nichols [mailto:Tnichols@retirement.sc.gov] 
Sent: Thursday, December 15, 201111:49 AM 
To: Tahiliani, Shakun 
Cc: William Blume; Robert Feinstein; Leidinger, Bill 
Subject: RE: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Per our discussion yesterday, we added some additional comments and reformatted the document which responds to 

questions from Northern Trust. Please coordinate with the RSIC and provide to Bo as soon as possible. Thanks 

Tammy 

From: William Blume 
Sent: Wednesday, December 14, 2011 9:54AM 
To: Tammy Nichols 
Subject: FW: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Can you call Shakun? 
1 
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From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, December 14, 2011 8:37AM 
To: Abesamis, Bo 
Cc: Robert Feinstein; William Blume; Tahiliani, Shakun 
Subject: FW: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Folks, again please give Bo your input and he will send the final suggested response back to us 
for transmittal to Northern trust ..... Thanks .... Bill 

From: Juliana Panagas [mailto:jmp19@ntrs.com] 
Sent: Tuesday, December 13, 2011 5:13PM 
To: Leidinger, Bill 
Cc: Paul W Mcdonough; Mary Ellen Hilliard 
Subject: Master Custody Bank and Securities Lending Services RFP - Additional Questions from Northern Trust 

DESCRIPTION: MASTER CUSTODY BANK AND SECURITIES LENDING SERVICES 
USING GOVERNMENTAL UNIT: STATE TREASURER'S OFFICE 

.. - .~ 
... 

Bill: 

Apologies for the separate email, but please see below for Northern Trust's questions regarding Securities Lending 
section of the RFP: 

1. Would you please provide your current securities lending fee schedule? Has your fee arrangement changed in the 
past 48 months? If so, please explain. 

2. What is your current loan volume? 

3. Do you have any impaired legacy assets? Will you wish to transition the legacy assets to the new provider? 

4. Do you currently participate in a collateral pool or a custom fund for your cash collateral? 

5. Will you please provide your current collateral guidelines? 

6. Have your guidelines changed in the past four years? If so, please explain. 

7. Do you currently have any borrower or loan restrictions or caps on your lending activity? 

8. Do you vote proxies? 

Furthermore, can you please advise, as to when we should expect to hear back on submitted clarification questions? 

Many thanks, 
Juliana Panagas 

~ Northern Trust 

Juliana M. Panagos 1 Sales Associate 1 Corporate & Institutional Services - Americas Business Development 

2 
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50S. La Salle Street, Chicago, IL 606031 phone (312) 444-56141 fax (312) 630-17351imp19@ntrs.com 
Please visit northerntrust.com 

CONFIDENTIALITY NOTICE: This communication is confidential, may be privileged and is meant only for the intended 
recipient. If you are not the intended recipient, please notify the sender ASAP and delete this message from your system. 

IRS CIRCULAR 230 NOTICE: To the extent that this message or any attachment concerns tax matters, it is not intended 
to be used and cannot be used by a taxpayer for the purpose of avoiding penalties that may be imposed by law. For more 
information about this notice, see http://www.northerntrust.com/circular230 

Jl Please consider the environment before printing this e-mail. 
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Adam Jordan 

From: 
Sent: 

Tahiliani, Shakun <Shakun.Tahiliani@sto.sc.gov> 
Thursday, December 15, 201112:28 PM 

To: 
Cc: 

Robert Feinstein; Tammy Nichols; Faith Wright 
Leidinger, Bill; Adam Jordan 

Subject: RE: Master Custody Bank and Securities Lending Services RFP - Additional Questions 
from Northern Trust 

fyi 

From: Robert Feinstein [mailto:RFeinstein@ic.sc.gov] 
Sent: Thursday, December 15, 2011 12:27 PM 
To: Tahiliani, Shakun 
Cc: Leidinger, Bill; Adam Jordan 
Subject: RE: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Shakun and Bill: 
Please let Bo know that RSIC staff is working on responses to Northern Trust's second set of questions, as well as JPM 

Chase's questions. We will forward when complete. 

Best wishes, 
Robert Feinstein 

From: Tahiliani, Shakun [ mailto:Shakun.Tahiliani@sto.sc.gov] 
Sent: Thursday, December 15, 201112:13 PM 
To: Leidinger, Bill; Tammy Nichols 
Cc: William Blume; Robert Feinstein 
Subject: RE: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Will do so. 

From: Leidinger, Bill 
Sent: Thursday, December 15, 2011 11:52 AM 
To: Tammy Nichols; Tahiliani, Shakun 
Cc: William Blume; Robert Feinstein 
Subject: RE: Master Custody Bank and Securities Lending Services RFP - Additional Questions from Northern Trust 

Shakun, if you are sending this to Bo, please be certain to cc: everyone .... . . Thanks ..... Bill 

From: Tammy Nichols [mailto:Tnichols@retirement.sc.gov] 
Sent: Thursday, December 15, 201111:49 AM 
To: Tahiliani, Shakun 
Cc: William Blume; Robert Feinstein; Leidinger, Bill 
Subject: RE: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Per our discussion yesterday, we added some additional comments and reformatted the document which responds to 
questions from Northern Trust. Please coordinate with the RSIC and provide to Boas soon as possible. Thanks 

1 
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Tammy 

From: William Blume 
Sent: Wednesday, December 14, 2011 9:54AM 
To: Tammy Nichols 
Subject: FW: Master Custody Bank and Securities Lending Services RFP - Additional Questions from Northern Trust 

Can you call Shakun 7 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Wednesday, December 14, 2011 8:37AM 
To: Abesamis, Bo 
Cc: Robert Feinstein; William Blume; Tahiliani, Shakun 
Subject: FW: Master Custody Bank and Securities Lending Services RFP - Additional Questions from Northern Trust 

Folks, again please give Bo your input and he will send the fmal suggested response back to us 
for transmittal to Northern trust. .... Thanks .... Bill 

From: Juliana Panagas [mailto:jmp19@ntrs.com] 
Sent: Tuesday, December 13, 2011 5:13PM 
To: Leidinger, Bill 
Cc: Paul W Mcdonough; Mary Ellen Hilliard 
Subject: Master Custody Bank and Securities Lending Services RFP - Additional Questions from Northern Trust 

DESCRIPTION: MASTER CUSTODY BANK AND SECURITIES LENDING SERVICES 
USING GOVERNMENTAL UNIT: STATE TREASURER'S OFFICE 

Bill: 

Apologies for the separate email, but please see below for Northern Trust's questions regarding Securities Lending 
section of the RFP: 

1. Would you please provide your current securities lending fee schedule? Has your fee arrangement changed in the 
past 48 months? If so, please explain. 

2. What is your current loan volume? 

3. Do you have any impaired legacy assets? Will you wish to transition the legacy assets to the new provider? 

4. Do you currently participate in a collateral pool or a custom fund for your cash collateral? 

5. Will you please provide your current collateral guidelines? 

6. Have your guidelines changed in the past four years? If so, please explain. 

7. Do you currently have any borrower or loan restrictions or caps on your lending activity? 

8. Do you vote proxies? 

Furthermore, can you please advise, as to when we should expect to hear back on submitted clarification questions? 
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Many thanks, 
Juliana Panagas 

~ Northern Tt·ust 

Juliana M. Panagos I Sales Associate I Corporate & Institutional Services - Americas Business Development 
50S. La Salle Street, Chicago, IL 606031 phone (312) 444-56141 fax (312) 630-1735 ljmp19@ntrs.com 
Please visit northerntrust.com 

CONFIDENTIALITY NOTICE: This communication is confidential, may be privileged and is meant only for the intended 
recipient. If you are not the intended recipient, please notify the sender ASAP and delete this message from your system. 

IRS CIRCULAR 230 NOTICE: To the extent that this message or any attachment concerns tax matters, it is not intended 
to be used and cannot be used by a taxpayer for the purpose of avoiding penalties that may be imposed by law. For more 
information about this notice, see http://www.northerntrust.com/circular230 

fJil Please consider the environment before printing this e-mail. 
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Adam Jordan 

From: 
Sent: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Thursday, December 15, 20111:03 PM 

To: 
Cc: 

Tahiliani, Shakun; Robert Feinstein; Tammy Nichols; Faith Wright 
Adam Jordan 

Subject: RE: Master Custody Bank and Securities Lend ing Services RFP - Additional Questions 
from Northern Trust 

Thanks, folks ... .. Bill 

From: Tahiliani, Shakun 
Sent: Thursday, December 15, 2011 12:28 PM 
To: Robert Feinstein; Tammy Nichols; Faith Wright 
Cc: Leidinger, Bill; Adam Jordan 
Subject: RE: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

fyi 

From: Robert Feinstein [mailto:RFeinstein@ic.sc.gov] 
Sent: Thursday, December 15, 2011 12:27 PM 
To: Tahiliani, Shakun 
Cc: Leidinger, Bill; Adam Jordan 
Subject: RE: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Shakun and Bill : 
Please let Bo know that RSIC staff is working on responses to Northern Trust's second set of questions, as well as JPM 

Chase's questions. We will forward when complete. 
Best wishes, 
Robert Feinstein 

From: Tahiliani, Shakun [mailto:Shakun.Tahiliani@sto.sc.gov] 
Sent: Thursday, December 15, 201112:13 PM 
To: Leidinger, Bill; Tammy Nichols 
Cc: William Blume; Robert Feinstein 
Subject: RE: Master Custody Bank and Securities Lending Services RFP- Additional Questions f rom Northern Trust 

Will do so. 

From: Leidinger, Bill 
Sent: Thursday, December 15, 2011 11:52 AM 
To: Tammy Nichols; Tahiliani, Shakun 
Cc: William Blume; Robert Feinstein 
Subject: RE: Master Custody Bank and Securities Lending Services RFP - Addit ional Questions from Northern Trust 

Shakun, if you are sending this to Bo, please be certain to cc: everyone ...... Thanks .. ... Bill 

1 
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From: Tammy Nichols [mailto:Tnichols@retirement.sc.gov] 
Sent: Thursday, December 15, 201111:49 AM 
To: Tahiliani, Shakun 
Cc: William Blume; Robert Feinstein; Leidinger, Bill 
Subject: RE: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Per our discussion yesterday, we added some additional comments and reformatted the document which responds to 
questions from Northern Trust. Please coordinate with the RSIC and provide to Boas soon as possible. Thanks 

Tammy 

From: William Blume 
Sent: Wednesday, December 14, 2011 9:54AM 
To: Tammy Nichols 
Subject: FW: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

Can you call Shakun ? 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, December 14, 2011 8:37AM 
To: Abesamis, Bo 
Cc: Robert Feinstein; William Blume; Tahiliani, Shakun 
Subject: FW: Master Custody Bank and Securities Lending Services RFP -Additional Questions from Northern Trust 

Folks, again please give Bo your input and he will send the final suggested response back to us 
for transmittal to Northern trust ..... Thanks .... Bill 

From: Juliana Panagas [mailto:jmp19@ntrs.com] 
Sent: Tuesday, December 13, 2011 5:13PM 
To: Leidinger, Bill 
Cc: Paul W Mcdonough; Mary Ellen Hilliard 
Subject: Master Custody Bank and Securities Lending Services RFP- Additional Questions from Northern Trust 

DESCRIPTION: MASTER CUSTODY BANK AND SECURITIES LENDING SERVICES 
USING GOVERNMENTAL UNIT: STATE TREASURER'S OFFICE 

Bill: 

Apologies for the separate email , but please see below for Northern Trust's questions regarding Securities Lending 
section of the RFP: 

1. Would you please provide your current securities lending fee schedule? Has your fee arrangement changed in the 
past 48 months? If so, please explain. 

2. What is your current loan volume? 

3. Do you have any impaired legacy assets? Will you wish to transition the legacy assets to the new provider? 

4. Do you currently participate in a collateral pool or a custom fund for your cash collateral? 

5. Will you please provide your current collateral guidelines? 

6. Have your guidelines changed in the past four years? If so, please explain . 
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7. Do you currently have any borrower or loan restrictions or caps on your lending activity? 

8. Do you vote proxies? 

Furthermore, can you please advise, as to when we should expect to hear back on submitted clarification questions? 

Many thanks, 
Juliana Panagas 

~ Northern Trust 

Juliana M. Panagos 1 Sales Associate I Corporate & Institutional Services - Americas Business Development 
50S. La Salle Street, Chicago, IL 606031 phone (312) 444-56141 fax (312) 630-1735 1jmp19@ntrs.com 
Please visit northerntrust.com 

CONFIDENTIALITY NOTICE: This communication is confidential, may be privi leged and is meant only for the intended 
recipient. If you are not the intended recipient, please notify the sender ASAP and delete this message from your system. 

IRS CIRCULAR 230 NOTICE: To the extent that this message or any attachment concerns tax matters, it is not intended 
to be used and cannot be used by a taxpayer for the purpose of avoiding penalties that may be imposed by law. For more 
information about this notice, see http://www. northerntrust.com/circular230 

tJl Please consider the environment before printing this e-mail. 

3 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Robert Feinstein 
Thursday, December 15, 2011 2:00 PM 
Rebecca Gunnlaugsson; Mike Addy; Nicole Waites 
Hershel Harper; Adam Jordan 

Attachments: 
Treasurer's custody RFP - questions from JPM Chase 
JP Morgan Chase General Questions 12 15 ll.docx 

Rebecca, Nicole and Mike: 
May I enlist your help in crafting responses to the attached questions as follows: 
Rebecca- Would you please look at the sections entitled "Performance Measurement", "Alternative Investments" and 
"Compliance Reporting" and take first cut at a response? 
Mike a/o Nicole- Would you please look at the section entitled "Cash Liquidity'' and revise the responses that SCRS 
offered? 
Nicole's already given me a lot of guidance w/the securities lending related q's - I'll draft responses for group's review. 
This is time sensitive -I believe we are being asked to provide responses to STO by early next week. I apologize for the 
short time frame, but greatly appreciate your assistance! 
Robert 

ROB:ER.T FEINSTEIN I CHIEF ll:GAl OFFICER 
p 803.737.6809 IF 803.737.7070 IIU'EINSTEl.N@IC.SC.GOV 
1201 MA1N STREET I SUITE 1510 I COLUMliiA. sc I 29201 

SOUTH CAROllNA RETJR.t:M:ENT SYSTEM 

[ NVESTMENT COMMISSION 

1 
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STO's RFP for MASTER CUSTODY BANK SERVICES 
JP Morgan Chase Questions and Responses 
RSIC Responses (December ___J 2011) 

Performance Measurement Related Questions: 

1. On Page 20-22 of the RFP (Strategic Partnership- Transition Accounts) does South Carolina 
State Treasurer require the custodian to provide performance reporting on the managers 
listed? If yes, can you please specify which are separately managed and/or commingled 
fund/line-item accounts? 

2. Are you currently receiving daily and monthly performance measurement and analytics 
reporting from your current custodian? Is so, can you elaborate on specific reporting 
requirements? 

3. Does South Carolina State Treasurer require the custodian to provide performance 
measurement or analytic services for the underlying holdings contained within the mutual 
fund/commingled fund portfolios? 

4. Do you currently receive value-at-risk (VaR) reporting from your current custodian today? If no, 
do you plan on implementing this service within the next 6-12 months? If, VaR reporting is 
required : 

a. Do you require relative VaR (VaR of benchmark vs. VaR of portfolio)? 
b. Do you require historical Simulation, Monte Carlo, no decay factor I decay factor? 
c. Do you require ex-ante tracking error reporting? 

5. Can you please provide sample performance and analytics reports that you are currently 
receiving from your custodian. 

Alternative Investments Related Questions: 

1) Can you please confirm the number of investments that are in scope for Private Equity Services? 

Securities Lending Related Questions 

1. Can you please provide the current (and expected) cash collateral investment guidelines for 

your program? 

2. Are you currently directing your cash collatera l investment into a commingled or separately 

managed account? 

3. Based on your 2010 CAFR- "Securities lending obligations at June 30, 2010, were $429.065 

million with the unrea lized loss in invested cash collateral of $104.472 million"- please provide a 



000362

detailed listing (excel file) for these investments, to allow respondents access to information 

currently available to your current provider. In addition, are you expecting to t ransition any of 

these legacy cash collateral investments to the new provider? If so please provide the exact 

nature, tenor, duration, credit-worthiness of these investments since they will need to be 

analyzed by all respond ents. 

Cash Liquidity Related Questions 

1) Concerning your asset listing, for balances where the security description is "Cash- Non custodied," 

where is this cash held and is it placed in a short term investment vehicle? Non-custodied cash is held at 

Wells Fargo bank and invested in a government advantage account . 

2) Please provide further detail on balances where the Security description is just "Cash" -where is this 

cash held and the investment details? Cash is held by custod ial bank and invested in a Dreyfus sweep 

vehicle . 

3) Do you utilize a custodian sweep vehicle? If so, for what percentage ofthe total cash portfolio? 

See #2 above. 

4) What types of foreign currencies do you hold, and in what amounts? Can you provide a list of your 

foreign currencies average daily balances by market? Please refer page 48 of the South Carolina Retirement 

System's Comprehensive Annual Financia l Report/or Fiscal Year 2011. 

Compliance Reporting Related Questions: 

1) How many separately managed (active) accounts would require Compliance Reporting? 

2) What would be the required frequency of the reporting? (daily- only if accounting will be SDV, or 
monthly)? 

3) Is there any interest in commingled look through reporting? 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Rebecca Gunnlaugsson 
Thursday, December 15, 2011 2:38 PM 
Robert Feinstein; Mike Addy; Nicole Waites 
Hershel Harper; Adam Jordan 

Attachments: 
RE: Treasurer's custody RFP - questions from JPM Chase 
JP Morgan Chase General Questions 12 15 11-RMG.docx 

Here are my responses. I am generally unfamiliar with Compliance Reporting and would like it if someone could go 
behind me and ensure that my responses are appropriate. As far as providing sample reports from our custodian, I think 
that is unnecessary (as we are looking for totally new, enhanced services) and potentially confidential (as the reports we 
use most have manager names on them). Thoughts? 

Rebecca 

From: Robert Feinstein 
Sent: Thursday, December 15, 2011 2:00 PM 
To: Rebecca Gunnlaugsson; Mike Addy; Nicole Waites 
Cc: Hershel Harper; Adam Jordan 
Subject: Treasurer's custody RFP - questions from JPM Chase 

Rebecca, Nicole and Mike: 
May I enlist your help in crafting responses to the attached questions as follows: 
Rebecca- Would you please look at the sections entitled "Performance Measurement", "Alternative Investments" and 
"Compliance Reporting" and take first cut at a response? 
Mike ajo Nicole- Would you please look at the section entitled "Cash Liquidity'' and revise the responses that SCRS 
offered? 
Nicole's already given me a lot of guidance w/the securities lending related q's- I' ll draft responses for group's review. 
This is time sensitive- I believe we are being asked to provide responses to STO by early next week. I apologize for the 
short time frame, but greatly appreciate your assistance! 
Robert 

ROBERT FEINSTElN I CHIEF L~GAl OFFICER 
I> 803.737.6809 IF 803.737.7070 I RJElNSTE\N@IC.SC.GOV 
1201 ~WN STREET 1 sum 1510 1 cotut.-\JIJA. sc 1 29201! 
SOUTH CAROliNA RITl!liMI:NT SYSHM 

iNVESTMENT COMMlSSION 

1 
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STO's RFP for MASTER CUSTODY BANK SERVICES 

JP Morgan Chase Questions and Responses 

RSIC Responses (December---' 2011) 

Performance Measurement Related Questions: 

L_±.-On Page 20-22 of the RFP (Strategic Partnership- Transition Accounts) does South Carolina 
State Treasurer require the custodian to provide performance reporting on the managers 
listed? If yes, can you please specify which are separately managed and/or commingled 
fund/line-item accounts? Across all Strategic Partnerships. we currently have 105 underlying 
investments spanning various asset classes. Currently, the custodian only provides performance 
reporting at the asset class level for each Strategic Partnership. We are interested in obtaining 
performance reporting at the underlying investment level. This can be achieved either through 
custody orfund administration services. 

2. Are you currently receiving daily and monthly performance measurement and analytics 
reporting from your current custodian? Is so, can you elaborate on specific reporting 
requirements? Yes. However, we are in the process of greatly enhancing our performance and 
analvtics tools. We are interested in all solutions you have to deliver a best in class solution to 
inst itutional investors. 

3. Does South Carolina State Treasurer require the custodian to provide performance 
measurement or analytic services for the underlying holdings contained within the mutual 
fund/commingled fund portfolios? We currently do not receive this level of service with the 
existing custodian. However. that is a service we would be interested in obta ining as a part of 
either custodial or fund administration services. 

4. Do you currently receive value-at-risk (VaR) reporting from your current custodian today? If no, 
do you plan on implementing this service within the next 6-12 months? If, VaR reporting is 
required: No. We cu rrently do not have enough detailed data at our custodian to facilitate 
adequate risk reporting. We do, however. desire this, among other risk reporting, going forward. 

a. Do you require relative VaR (VaR of benchmark vs. VaR of portfolio)? 
b. Do you require historical Simulation, Monte Carlo, no decay factor I decay factor? 
c. Do you require ex-ante tracking error reporting? 
To all of these questions, we are implement ing a risk program which will incorporate all of these 
types of analyses. We are interested in risk analytic capabilit ies you may have in conjunction 
with or separate of your custodian services. 

5. Can you please provide sample performance and analytics reports that you are cu rrently 
receiving from your custodian. 

Alternative Investments Related Questions: 

1) Can you please confirm the number of investments that are in scope for Private Equ ity Services? 

We currently have 102 private market investments (across private equity, private debt. and real 

estate). 

Formatted: Numbered+ Level: 1 + Numbering Style: 1, 2, 
3, . .. + Start at: 1 +Alignment: Left+ Aligned at: 0.25" + 
Indent at: 0.5" 
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Securities Lending Related Questions 

1. Can you please provide the current (and expected) cash collateral investment guidelines for 

your program? 

2. Are you currently directing your cash collateral investment into a commingled or separately 

managed account? 

3. Based on your 2010 CAFR- "Securities lending obligations at June 30, 2010, were $429.065 

million with the unrealized loss in invested cash collateral of $104.472 million"- please provide a 

detailed listing (excel file) for these investments, to allow respondents access to information 

currently available to your current provider. In addition, are you expecting to transition any of 

these legacy cash collateral investments to the new provider? If so please provide the exact 

nature, tenor, duration, credit-worthiness of these investments since they will need to be 

analyzed by all respondents. 

Cash Liquidity Related Questions 

1) Concerning your asset listing, for balances where the security description is "Cash- Non custodied," 

where is this cash held and is it placed in a short term investment vehicle? Non-custodied cash is held at 

Wells Fargo bank and invested in a government advantage account. 

2) Please provide further detail on balances where the Security description is just "Cash"-where is this 

cash held and the investment details? Cash is held by custodial bank and invested in a Dreyfus sweep 

vehicle. 

3) Do you utilize a custodian sweep vehicle? If so, for what percentage of the total cash portfolio? 

See #2 above. 

4) What types of foreign currencies do you hold, and in what amounts? Can you provide a list of your 

foreign currencies average daily balances by market? Please refer page 48 of the South Carolina Retirement 

System's Comprehensive Annual Financial Report/or Fiscal Year 2011. 
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Compliance Reporting Related Questions: 

1) How many separately managed (active) accounts would require Compliance Reporting? 

2) What wou ld be the required frequency of the reporting? (daily- only if accounting will be SDV, or 
monthly)? Monthly 

3) Is there any interest in commingled look through reporting? Yes. 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Thursday, December 15, 2011 3:02 PM 
Rebecca Gunnlaugsson 

Cc: Adam Jordan 
Subject: RE: Treasurer's custody RFP - questions from JPM Chase 

Rebecca: 

I cannot tell you how much I appreciate the jaw-droppingly fast and very helpful response! 

Compliance -I think your responses to 2 and 3 are spot on. For 1, please tell me what you think ofthe following 
proposed approach to a number. I think we would definitely want to cover (a) separately managed public equity plus (b) 
separately managed fixed income. On the theory that other tools I systems are going to get us there, I'd exclude 
virtually everything else in the portfolio (hedged strategies, private equity and all other private market investments). 

I agree with you re : providing sample reports from current custodian. The RFP process is supposed to be all about 
proposed solutions .. .. 

Thanks again, 

R 

ROBERT FEINSTEIN I CHIEF LEGAL OFFICER 
p 803.737.6809 I F 803.737.7070 I RlElN STEIN@IC.SC.GOV 
1201 MAlN STREET I SUITE 1510 I COLUMI\IA. sc I 29201 

SOtJrH CAROllNA RETIREMENT SYSUM 

LNVESTMENT COMMISSION 

From: Rebecca Gunnlaugsson 
Sent: Thursday, December 15, 2011 2:38 PM 
To: Robert Feinstein; Mike Addy; Nicole Waites 
Cc: Hershel Harper; Adam Jordan 
Subject: RE: Treasurer's custody RFP - questions from JPM Chase 

All, 

Here are my responses. I am generally unfamiliar with Compliance Reporting and would like it if someone could go 
behind me and ensure that my responses are appropriate. As far as providing sample reports from our custodian, I think 
that is unnecessary (as we are looking for totally new, enhanced services) and potentially confidential (as the reports we 
use most have manager names on them). Thoughts? 

Rebecca 

From: Robert Feinstein 
Sent: Thursday, December 15, 2011 2:00 PM 
To: Rebecca Gunnlaugsson; Mike Addy; Nicole Waites 

1 
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Cc: Hershel Harper; Adam Jordan 
Subject: Treasurer's custody RFP - questions from JPM Chase 

Rebecca, Nicole and Mike: 
May I enlist your help in crafting responses to the attached questions as fol lows: 
Rebecca- Would you please look at the sections entitled " Performance Measurement", "Alternative Investments" and 
"Compliance Reporting" and take first cut at a response? 
Mike a/o Nicole- Would you please look at the section entitled "Cash Liquidity" and revise the responses that SCRS 
offered? 
Nicole's already given me a lot of guidance w/the securities lending related q's - I'll draft responses for group's review. 
This is time sens itive -I believe we are being asked to provide responses to STO by early next week. I apologize for the 
short time frame, but greatly appreciate your assistance! 
Robert 

ROBERT FEINSTEIN I C HIH LEGAl OFFICER 
p 803.737.6809 I F 803.737.7070 I RJEINSTEIN@JC.SC.GOV 
1201 MA1N STREIT I SUITE 1510 I COlUMAIA. sc I 29201 

SOUTH CAROli NA RETIREMENT SYSTIM 

I NVtSTMENT COMMISSION 

2 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Robert Feinstein 
Thursday, December 15, 2011 6:36 PM 
Rebecca Gunnlaugsson; Nicole Waites; Mike Addy 
Hershel Harper; Adam Jordan; Nancy Shealy 

Attachments: 
STO's custody RFP - remaining vendor questions - CONFIDENTIAL 
2011.12.15DB Q&A.docx; 2011.12.15CitiQ&A.docx 

Folks: 

While there might be a straggler or two, the vendor community appears to be 'all in' with their questions regarding the 
STO's custody RFP. 

First- please treat list below as confidential- questions have been rec'd from: 
1. Northern 
2. JPM Chase 
3. Citi 
4. BNY 
5. Deutsche Bank (sec lending only). 

Responses to q's from vendors 1 and 2 have already been worked on. BNY's questions are all procurement law-related; 
STO will need to take lead in responding. I've attached copies of relevant q's f rom Citi and DB. 

Rebecca: You may need help with some of Citi's q's ... I would be happy to discuss with you and others. 
Nicole: There was one q from DB that I don't know answer to. 

Thanks in advance for the help. 

R 

ROBERT FEINSTEIN I CHIEF LEGAl OFFICER 
p 803.737.6809 I F 803.737.7070 I R1ElNSTEIN@lC.SC.GOV 
1201 MAIN STREET I SU ITE. 1510 I COLUMBIA. sc I 29201 
SOUTH CAROLINA RETIR£M:ENT SYST:EM 

INVESTMENT COMMISSION 

1 
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Deutsche Bank AG- three questions relating to sec lending RSIC response 12/15/2011 

1. Will any legacy assets be transitioning with the program? 

Response: Certain legacy assets exist. The Investment Commission, the entity 
responsible for investing and managing the assets of the SCRS trust funds, will 
need to determine whether it is advisable for the SCRS trust funds to continue to 
participate in a securities lending program, and if so, the disposition of such 
legacy assets. 

2. Could you provide a tax matrix for the international equities? 

[Nicole/HH -please advise] 

3. Would South Carolina consider a bid for just one asset class? 

Note: As a general matter, STO may wish to determine whether this type of bid 
would be 'responsive' to the requirements of the RFP. 

Additional RSIC Response: The Investment Commission will need to determine 
whether it is advisable for the SCRS trust funds to continue to participate in a 
securities lending program, and if so, whether it desires to administer a single- or 
multi-agent program structure. 
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Citi's Questions regarding RFP (#STO 2011-01) for Master Custody 

Custody 
General 

1. Page 24 (General Service Requirements) -Includes "Drill down or shadow accounting 

would be critical to both commingled funds/partnerships and mutual funds. Weekly "not in 

bank" asset collateral pricing is required and consolidated reporting of all cash balances 

both custodied and non-custodied accounts." Where will the custody bank get this 

information from? -South Carolina staff or each individual manager involved in managing 

these off custodian assets? 

4. Page 24 (General Requirements)- You reference linkages to QED, but Section M. 4), Other 

Services (page 39), references the potential of platforms that have equal or better 

capabilities to QED. Is the State of South Carolina contemplating a change for this type of 

investment accounting? 

5. Page 35 (Section H. Accounting and Reporting- Question 17)- Regarding Trade Cost 

Analysis -Can we get details on what is required for the "Trade Cost Analysis Report"? 

Do you mean best execution market comparisons or effective cost reporting? 

Securities Lending 

1. Would you please provide your current securities lending fee schedule? 

Response: The State Treasurer's Office is in possession of this information. 

2. What is the current on-loan balance for your portfolio? 

Response: This information is available to the State Treasurer's Office via BNYMellon's 

Workbench system. 
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Alternative Investments 
1. Can you clarify the total AUM across each portfolio into Private Equity, Real Estate and 

Hedge Funds assets? And please also give the number of individual fund investments 

within each category? 

2. For the Private Equity, Real Estate, and Hedge Fund assets can you detail the vintage 

year/inception date around each investment? 

3. Of the Private Equity investments, can South Carolina provide a more detailed breakdown 

for each asset class: 

a. Total commitment amounts 

b. Unfunded amounts 

4. Has South Carolina created any Special Purpose Vehicles or other type of Entities 

requiring accounting, admin, and reporting services as it relates to Hedge Funds, Private 

Equity, and Real Estate? 

5. As part of the solution from the bidder, is South Carolina expecting the estimated price or 

just the final price? 
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OTC Related Questions 

1. Can the state provide as much details as possible around the number of open positions 

and average weekly volumes for the below OTC product types: Place an N/A under the not 

applicable products. 

a. Interest Rate Swaps 

b. Swaptions 

c. Caps/Floors 

d. Single Name Credit Default Swaps 

e. Index Credit Default Swaps 

f. Equity Swaps 

g. OTC Equity Options 

h. VoiNar Swaps 

i. FX Options -vanilla 

j. FX Options - exotic 

k. Non-Deliverable Forwards 

I. Commodity Swaps 

m. Other OTC Products not listed 

2. Please indicate the services required (Yes or No): 

a. OTC Settlements 

b. Collateral Management 

c. Confirms Processing 

d. Valuations 

e. Accounting 

f. Reconciliations 

3. If requiring OTC Settlements, Collateral Management, or Confirms Processing, please 

indicate the following: 

a. How many ISDA Agreements do you currently have executed? With who? 

b. Do you intend on executing ISDA's with additional counterparties in the future? 

c. Have you executed any Give-Up or Intermediation Agreements? If so, with who? 

4. Please indicate what, if any in house order management, trading, or risk systems you use? 

5. Do you currently utilize any industry electronic trading or confirmation platforms, such as 

DTCC, MarkitWire, Ice Link, VCON, T-Zero? If so please indicate which ones are used and 

the products being traded/confirmed on each. 

6. If requiring OTC Settlements services, please explain your current settlements process? 
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7. If requiring Collateral Management services, please answer the following: 

a. Typically what type of collateral is exchanged, Cash only, Cash and/or Securities, 

Securities only? 

b. Please indicate what currencies you exchange collateral in? 

c. If exchanging securities, please indicate what type of securities are being 

exchanged? 

8. If requiring Valuation services, please answer the following: 

a. Briefly describe your firms' pricing/valuation policy? When necessary we will go 

into further detail on this topic. If no pricing/valuation policy exists, please indicate 

accordingly. 

b. Do you require T +0 valuations? 

c. Do you require more than 1 end of day valuation run (ie. Close books for various 

time zones)? If yes please indicate at what times you require valuations to be run. 

9. Do you have any specific reporting requirements that might fall outside of a standard 

reporting package? If so, please indicate the type of report, data required and frequency 

of delivery. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Nicole Waites 
Friday, December 16, 2011 8:20 AM 
Robert Feinstein; Rebecca Gunnlaugsson; Mike Addy 
Hershel Harper; Adam Jordan 

Attachments: 
RE: Treasurer's custody RFP - questions from JPM Chase 
JP Morgan Chase General Questions 12 15 ll.docx 

Hi Robert, 

Attached are the responses to the Cash Liquidity section. 

Thanks, 

Nicole 

From: Robert Feinstein 
Sent: Thursday, December 15, 2011 2:00 PM 
To: Rebecca Gunnlaugsson; Mike Addy; Nicole Waites 
Cc: Hershel Harper; Adam Jordan 
Subject: Treasurer's custody RFP - questions from JPM Chase 

Rebecca, Nicole and Mike: 
M ay I enlist your help in crafting responses to the attached questions as follows: 
Rebecca- Would you please look at the sections entitled "Performance Measurement" , "Alternative Investments" and 
"Compliance Reporting" and take first cut at a response? 
Mike a/o Nicole- Would you please look at the section entitled "Cash Liquidity" and revise the responses that SCRS 
offered? 
Nicole's already given me a lot of guidance w/the securities lending related q's -I' ll draft responses for group' s review. 
This is time sensitive -I believe we are being asked to provide responses to STO by early next week. I apologize for the 
short time frame, but greatly appreciate your assistance! 
Robert 

RO BER.T FEINSTEIN I CHIEF LEGAl OFFICER 
. 803.737.6809 IF 803.737 .. 7070 I lUElNSTElN@lC.SC.GOV 

1201 MAlN S'TREH I SUITE 1510 I COLU~lRIA. sc I 29201 
SOUT'H CAROliNA RETIREMENT SYSHM 

I NVESTMENT COMJvHSSION 

1 



000376

STO's RFP for MASTER CUSTODY BANK SERVICES 

JP Morgan Chase Questions and Responses 

RSIC Responses (December_, 2011} 

Performance Measurement Related Questions: 

1. On Page 20-22 of the RFP (Strategic Partnership- Transition Accounts) does South Carolina 
State Treasurer require the custodian to provide performance reporting on the managers 
listed? If yes, can you please specify which are separately managed and/or commingled 
fund/line-item accounts? 

2. Are you currently receiving daily and monthly performance measurement and ana lytics 
reporting from your current custodian? Is so, can you elaborate on specific reporting 
requirements? 

3. Does South Carolina State Treasurer require the custodian to provide performance 
measurement or analytic services for the underlying holdings contained within the mutual 
fund/commingled fund portfol ios? 

4. Do you currently receive value-at-risk {VaR) reporting from your current custodian today? If no, 
do you plan on implementing this service within the next 6-12 months? If, VaR report ing is 
required: 

a. Do you require relative VaR {VaR of benchmark vs. VaR of portfo lio)? 
b. Do you require historical Simulation, Monte Carlo, no decay factor I decay factor? 
c. Do you require ex-ante tracking error reporting? 

5. Can you please provide sample performance and analytics reports t hat you are currently 
receiving from your custodian. 

Alternative Investments Related Questions: 

1) Can you please confirm the number of investments that are in scope for Private Equity Services? 

Securities Lending Related Questions 

1. Can you please provide the current (and expected) cash co llatera l investment guidelines for 

your program? 

2. Are you currently directing your cash collateral investment into a commingled or separately 

managed account? 

3. Based on your 2010 CAFR- "Securities lending obligations at June 30, 2010, were $429.065 

million with the unrea lized loss in invested cash co llateral of $104.472 million"- please provide a 
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detailed listing (excel file) for these investments, to allow respondents access to information 

currently available to your current provider. In addition, are you expecting to transition any of 

these legacy cash collateral investments to the new provider? If so please provide the exact 

nature, tenor, duration, credit-worthiness of these investments since they will need to be 

analyzed by all respondents. 

Cash Liquidity Related Questions 

1) Concerning your asset listing, for balances where the security description is "Cash- Non custodied," 

where is this cash held and is it placed in a short term investment vehicle? Non-custodied cash is held at 

Wells Fargo bank and invested in a government advantage account. 

2) Please provide further detail on balances where the Security description is just "Cash" - where is this 

cash held and the investment details? Cash is held by custodial bank and invested in a sweep vehicle and 

other money funds. 

3) Do you utilize a custod ian sweep vehicle? If so, for what percentage ofthe total cash portfolio? 

Yes. The amount varies depending on liquidity needs. 

4) What types of foreign currencies do you hold, and in what amounts? Can you provide a list of your 

foreign currencies average daily balances by market? Please refer page 48 of the South Carolina Retirement 

System's Comprehensive Annual Financial Report/or Fiscal Year 2011. 

Compliance Reporting Related Questions: 

1) How many separately managed (active) accounts would require Compliance Reporting? 

2) What would be the required frequency of the reporting? (daily- only if accounting will be SDV, or 
monthly)? 

3) Is there any interest in commingled look through reporting? 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Robert Feinstein 
Friday, December 16, 2011 9:04 AM 
Robert Feinstein; Rebecca Gunnlaugsson; Nicole Waites; Mike Addy 
Hershel Harper; Adam Jordan; Nancy Shealy 
RE: STO's custody RFP - remaining vendor questions- CONFIDENTIAL 
2011.12.16 StateStreetQ&A.docx 

State Street's questions are attached. I think that's it for vendor q's .... 

Rebecca: Please see State Street questions 1-3. I would be happy to discuss with you and others. 
Nicole: Could you help me with question 8? 

Thanks, 
R 

From: Robert Feinstein 
Sent: Thursday, December 15, 2011 6:36 PM 
To: Rebecca Gunnlaugsson; Nicole Waites; Mike Addy 
Cc: Hershel Harper; Adam Jordan; Nancy Shealy 
Subject: STO's custody RFP - remaining vendor questions - CONFIDENTIAL 

Folks: 

While there might be a straggler or two, the vendor community appears to be 'all in' with their quest ions regarding the 
STO's custody RFP. 

First- please treat list below as confidential- questions have been rec'd from: 
1. Northern 
2. JPM Chase 
3. Citi 
4. BNY 
5. Deutsche Bank (sec lending only). 

Responses to q's from vendors 1 and 2 have already been worked on. BNY's questions are all procurement law-related; 
STO will need to take lead in responding. I've attached copies of relevant q's from Citi and DB. 

Rebecca: You may need help with some of Citi's q's ... I would be happy to discuss with you and others. 
Nicole: There was one q from DB that I don't know answer to. 

Thanks in advance for the help. 

R 

1 
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ROBERT FEINSTEIN I CHIEF LEGAL OFFICER 
p 803.737.6809 I F 803.737.7070 I RJElNSTElN@lC.SC.GOV 
1201 MAIN STREET I SUITE 1510 I COLUM!IA. sc I 29201 
SOUTH CAROUNA RIT1RIMENT SYSTEM 

lNVESTMENT COMMISSION 

2 
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STO's custody RFP 
State Street questions-

RSIC responses 
December_, 2011 

On behalf of State Street, thank you for the opportunity to submit the following questions related to the 
above referenced bid: 

1. Can South Carolina provide a list of the performance composites? 
2. Can South Carolina send us a list of the benchmarks that the different portfo lios and composites 

are measured against? 
a. If there are any custom benchmarks, could they include a description of the component 

pieces? 
3. Is performance required on the individual plans? Down to what level? How will State Street 

handle the plan accounting? 

Sec Lending 
4. Please provide any South Carolina State Treasurer imposed securities lending restrictions that 

are in place in your current lending program? 

5. Are there any legacy collateral reinvestment assets that would need to be funded through a 
transition to a new provider? If yes, can these investments and their current market value be 
shared? 

6. What types of noncash collateral are acceptable for loans? 

7. What is the securities lending fee split arrangement in your current lending program? 

8. Are you currently paying a cash management fee for investing your securities lending cash 
collateral in a separately managed account? 

B. Capabilities 
9. 5) Discuss how your organization employs arbitrage and non-traditional transactions for your 

securities lending agent program. 

Can you please specify what types of non-traditional transactions are being referred to in this 
question? In particular, are non-traditional transactions referring to non-traditional securities 
lending transactions or something else? [Let Callan take lead with this one] 

Can you please also provide guidance on what specifically is meant by arbitrage transactions in 
this question? 

B. Capabilities 
10. 13) Explain how your securities lending program is T+l and STP processing ready. Discuss how 

your securities lending program is in compliance with industry standards. 

Regarding T + 1, is this question asking us to comment on how ready we are to support a one day 
settlement cycle should it be adopted in the equity markets as was proposed a number of years 
ago? [Let Callan take lead] 
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11. (i) The Request For Proposal included a "Terms and Conditions" section, which listed provisions 
relating to the Contract Documents, Order of Precedence and a Record of Negotiations. There is 
also the concept in 1/.A {"Genera/Instructions") that a contract would be binding between the 
Offerer upon acceptance by the State of South Carolina. Please confirm that these provisions are 
not applicable to the provision of securities lending services. State Street delivers securities 
lending services separately from custodial services and the contract governing securities lending 
services: (i) would not be part of the custody agreement; (ii) would contain terms mutually 
agreed to between State Street and the State of South Carolina prior to delivery of lending 
services (and no contract between State Street and the State of South Carolina with respect to 
securities lending services would be effective prior to such agreement), and (iii) would expressly 
not include provisions of any other document, including without limitation, the custody 
agreement, the RFP or the responses thereto. State Street will attach to its response to the RFP 
our form securities lending authorization agreement. State Street would be willing and eager to 
discuss our form agreement and any concerns the State of South Carolina has with our form and 
we are confident we could come to mutual agreement on any contractual issues that may arise. 
[STO will need to take lead/ RF to review w/NES] 
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Adam Jordan 

From: Nicole Waites 
Sent: Friday, December 16, 2011 9:14 AM 
To: 
Cc: 

Robert Feinstein; Rebecca Gunnlaugsson; Mike Addy 
Hershel Harper; Adam Jordan; Nancy Shealy 

Subject: 
Attachments: 

RE: STO's custody RFP- remaining vendor questions- CONFIDENTIAL 
201112 16 StateStreetQA.docx 

Hi Robert, 

Attached is the answer to questions #8. 

Thanks, 

Nicole 

From: Robert Feinstein 
Sent: Friday, December 16, 2011 9:04AM 
To: Robert Feinstein; Rebecca Gunnlaugsson; Nicole Waites; Mike Addy 
Cc: Hershel Harper; Adam Jordan; Nancy Shealy 
Subject: RE: STO's custody RFP - remaining vendor questions - CONFIDENTIAL 

State Street's questions are attached. I think that's it for vendor q's .... 

Rebecca: Please see State Street questions 1-3. I would be happy to discuss with you and others. 
Nicole: Could you help me with question 8? 

Thanks, 
R 

From: Robert Feinstein 
Sent: Thursday, December 15, 2011 6:36 PM 
To: Rebecca Gunnlaugsson; Nicole Waites; Mike Addy 
Cc: Hershel Harper; Adam Jordan; Nancy Shealy 
Subject: STO's custody RFP - remaining vendor questions - CONFIDENTIAL 

Folks: 

While there might be a straggler or two, the vendor community appears to be 'all in' with their questions regarding the 
STO's custody RFP. 

First - please treat list below as confidential - questions have been rec'd from: 
1. Northern 
2. JPM Chase 
3. Citi 
4. BNY 
5. Deutsche Bank (sec lending only) . 

1 



000383

Responses to q's from vendors 1 and 2 have already been worked on. BNY's questions are all procurement law-related; 
STO will need to take lead in responding. I've attached copies of relevant q's f rom Citi and DB. 

Rebecca: You may need help with some of Citi's q's ... I would be happy to discuss with you and others. 
Nicole: There was one q from DB that I don't know answer to . 

Thanks in advance for the help. 

R 

ROBERT FEINSTEIN I CHIIF L£GAL OFFICER 
!> 803.737.6809 I F 803.737.7070 I RJEINSTElN@lC.SC.GOV 
1201 MAIN STREET I SUITE 1510 I COLUMBIA. scI 29201 

SOUTH CAROliNA RrrlRl:MENT SYSTEM 

LNVESTMENT COMivHSSION 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Bo and Bill: 

Robert Feinstein 
Monday, December 19, 2011 9:28 AM 
Abesamis, Bo; Leidinger, Bill 
Adam Jordan; Hershel Harper 
RE: SC - Banking Custody/Seclend Q&A to RFP 

Thanks for this. We're working on responses to the questions relating to the trust funds, and will forward same to you. 
Best wishes, 
Robert 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, December 19, 2011 9:25AM 
To: Leidinger, Bill 
Cc: Robert Feinstein; William Blume; Tahiliani, Shakun; McDermott, Mike; Condon, Bill; Tammy Nichols 
Subject: SC- Banking Custody/Seclend Q&A to RFP 
Importance: High 

Bill and All, 

I consolidated everything that was forwarded to me. Although I have not received answers to all questions, I did 
incorporate answers from the State and also formulated my answers to a number of them based on my understanding 
to date. 

In the attached document, Questions are in Bold, Answers are plain text for both State and Callan responses, and Callan 
comments are highlighted. Please review the whole document and we need to get this out by the end of the week if 
possible so that the prospective bidders can incorporate in their response to the RFP with a deadline looming Jan. 15, 
2012. It is imperative that we all put all our collective thoughts on this response so that we can remain consistent. 

Thanks to all. I really do appreciate the effort and time everybody has expended on t his project. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 41 5.274.3074 
F. 415.291 .4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 

1 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Monday, December 19, 201110:53 AM 
Rebecca Gunnlaugsson 

Cc: Hershel Harper; Adam Jordan 
Subject: FW: SC - Banking Custody/Seclend Q&A to RFP 
Attachments: SC- Bank Custody QandA- Callan-12-17-201l.docx 

Importance: High 

Rebecca: 
Don't shoot me! 
I have attached an initial compilation of responses to vendor questions which Callan has put together. I am hoping that 
Bo may have helped answer a few of the operational/reporting questions. I don't agree with several of his proposed 
responses, and will serve up alternative language. 
Thanks, 
R. 

ROBEitT FEiNSTEIN I CHIEF LEGAL OFFICER 
p 803.737.6809 IF 803.737.7070 I R.FEINSTEIN@ICSC.GOV 
1201 ~tAJ.N STREE'I I SUITE 1510 I COLliM111A, sc I 29201 
SOUTH CAROllNA IU.TiRiiMENT SYST!:M 

[NVESTMENT COMMISSION 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, December 19, 2011 9:25AM 
To: Leidinger, Bill 
Cc: Robert Feinstein; William Blume; Tahiliani, Shakun; McDermott, Mike; Condon, Bill; Tammy Nichols 
Subject: SC- Banking Custody/Seclend Q&A to RFP 
Importance: High 

Bill and All, 

I consolidated everything that was forwarded to me. Although I have not received answers to all questions, I did 
incorporate answers from the State and also formulated my answers to a number ofthem based on my understanding 
to date. 

In the attached document, Questions are in Bold, Answers are plain text for both State and Callan responses, and Callan 
comments are highlighted. Please review the whole document and we need to get this out by the end ofthe week if 
possible so that the prospective bidders can incorporate in their response to the RFP with a deadline looming Jan. 15, 
2012. It is imperative that we all put all our collective thoughts on this response so that we can rema in consistent. 

Thanks to all. I really do appreciate the effort and time everybody has expended on this project. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

1 
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101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 41 5.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 

2 
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STATE STREET 

MASTER TRUST /CUSTODY RFP 
QUESTIONS AND ANSWERS 

1. Can South Carolina provide a list of the performance composites? 

The number of composites is as follows: 

Number of Plans 5 
International Equities 1 
Domestic Equities 1 
International Equities 1 
Domestic Fixed Income 1 
Global Fixed-Income 1 
Real Estate 1 
Private Equity 1 
Derivatives/Overlay 1 
Hedge Funds/ Absolute Returns 1 
Commodities 1 
Strategic Partnerships 15 
Cash Accounts 1 
Transition Accounts 1 

(Callan comment: Kindly check ifthe number of composites is correct. Investment Commission to 
verify.) 

2. Can South Carolina send us a list of the benchmarks that the different portfolios and 
composites are measured against? If there are any custom benchmarks, could they include a 
description of the component pieces? 

The benchmarks are: 

Plans 
International Equities 
Domestic Equities 
International Equities 
Domestic Fixed Income 
Global Fixed-Income 
Real Estate 
Private Equity 
Derivatives/Overlay 
Hedge Funds/ Absolute Returns 
Commodities 
Strategic Partnerships 
Cash Accounts 

1 
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(Callan comment: Investment Commission to list both standard and custom benchmarks utilized to 
date.) 

3. Is performance required on the individual plans? Down to what level? How will State Street 
handle the plan accounting? 

Individual performance is required for each plan or system. Plan accounting is required based on 
allocation specified by the SC Retirement System. 

(Callan comment: Please verify if the above language is appropriate.) 

4. Terms and conditions- pages 53- 61- would describe the manner in which we can provide 
any comments these provisions? 

(Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation. 

5. Please provide any South Carolina State Treasurer imposed securities lending restrictions that 
are in place in your current lending program? 

Securities Lending is subject to restrictions. If allowed, only separate accounts would be subject to 
securities lending. State shall have the right to restrict specific borrowers, forms of collateral, and 
collateral reinvestment. Current securities lending is restricted to overnight investments only. 

(Callan comment . Please verify if the above is acceptable and appropriate.) 

6. Are there any legacy collateral reinvestment assets that would need to be funded through a 
transition to a new provider? If yes, can these investments and their current market value be 
shared? 

Yes. The current program has unrealized losses and impairments. 

State of South Carolina Securities lending 

Distressed Collateral Investment 
--------r 

Lehman Unrealized 

l 
I 

Losses 

Treasurer 
Lehman _Par I 

35,000,000 

129,750,000 

Loss@ 23.75 ABS Unrealized loss 
-26,687,5001 -9,040,487t---------

-98,934,37St Purchased by SC 10/09 

Total 

-35,727,987 
Retirement Commission 

Total 

Earnings Reser:Ye Balance (as of 9/30/2011) 

Treasurer 

Retirement Commission 

Total 

$4,497,872 

$16,903,118 T 
$21,400,990 

-98,934,375 

(125,621,875) (9,040,4?7)1 

I _--=-=-
-=L -1- -

( 134,662,362) 

t 
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(Callan comment: Please verify ifthe above information is appropriate to disclose.} 

7. What types of noncash collateral are acceptable for loans? 

Acceptable collateral are limited to US$ cash, irrevocable letters of credit, and US Gov't Securities. 

(Callan comment: Please verify if the above is t he case.} 

8. What is the securities lending fee split arrangement in your current lending program? 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the Pension Fund or other applicable State fund receives the remaining 85% 
allocation. 

No. 

9. Are you currently paying a cash management fee for investing your securities lending cash 
collateral in a separately managed account? 

Securities Lending 
1. Discuss how your organization employs arbitrage and non-traditional transactions for your 

securities lending agent program. Can you please specify what types of non-traditional 
transactions are being referred to in this question? In particular, are non-traditional 
transactions referring to non-traditional securities lending transactions or something else? 
Can you please also provide guidance on what specifically is meant by arbitrage transactions 
in this question? 

This question refers to traditional securities lending as promulgated by the safe harbor provisions of 
ERISA Dol PTE 81-6. 

(Callan comment: I am defaulting to ERISA Dept. of Labor to address this question so that there is no 
ambiguity on what is acceptab le on the genera l acceptable framework for lending securities in 
retirement plans. If th is is not the case, please provide a more appropriate answer. Based on what I 
have read in documents, t he program is straight trad itional lending.} 

2. Explain how your securities lending program is T+l and STP processing ready. Discuss how 
your securities lending program is in compliance with industry standards. Regarding T + 1, is 
this question asking us to comment on how ready we are to support a one day settlement 
cycle should it be adopted in the equity markets as was proposed a number of years ago? 

Correct. This question refers to support of one day settlement which impacts both mark to market 
process and recall of securities out on loan. 

3. (i) The Request For Proposal included a "Terms and Conditions" section, which listed 
provisions relating to the Contract Documents, Order of Precedence and a Record of 
Negotiations. There is also the concept in II.A ("Genera/Instructions") that a contract would 

3 
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be binding between the Offerer upon acceptance by the State of South Carolina. Please 
confirm that these provisions are not applicable to the provision of securities lending 
services. State Street delivers securities lending services separately from custodial services 
and the contract governing securities lending services: (i) would not be part of the custody 
agreement; (ii) would contain terms mutually agreed to between State Street and the State of 
South Carolina prior to delivery of lending services (and no contract between State Street and 
the State of South Carolina with respect to securities lending services would be effective prior 
to such agreement), and (iii) would expressly not include provisions of any other document, 
including without limitation, the custody agreement, the RFP or the responses thereto. State 
Street will attach to its response to the RFP our form securities lending authorization 
agreement. State Street would be willing and eager to discuss our form agreement and any 
concerns the State of South Carolina has with our form and we are confident we could come to 
mutual agreement on any contractual issues that may arise. 

(Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation.) 

NORTHERN TRUST 

1. Can you provide a copy of the custody agreement you have with your current provider? 

(Callan comment: This is up to the Treasurer's Office to disclose.) 

2. The RFP prohibits inclusion of "standard contract forms" in our proposal and the Terms and 
Conditions contained in the RFP are not entirely applicable t o a financial services contract; 
does the State anticipate negotiating such provisions in the final contract? Does the State 
anticipate that the Terms and Conditions (General and Special) will constitute the "binding 
contract upon final award", without additional custody-related provisions? 

(Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation.) 

3. Can you ident ify for bidders any laws, codes, ordinances, rules, regulations applicable to 
custodians of public fund assets in South Carolina? 

(Callan comment: This is coming from a provider that does not want to do research. The State can 
decide on how to proceed with this request.) 

4. Would you please provide your current securities lending fee schedule? Has your fee 
arrangement changed in the past 48 months? If so, please explain. 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the Pension Fund or other applicable State fund receives the remaining 85% 
allocation. 

5. What is your current loan volume? 

4 
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As of 12/13/11 Pension Fund $231,846,900.65 and State Treasurer $93,365,641.23 (unaudited 
numbers). 

6. Do you have any impaired legacy assets? Will you wish to transition the legacy assets to the 
new provider? 

Yes both the Pension Fund and other State funds hold impaired legacy assets that will need to be 
transitioned to the new custodial bank. A detailed list can be provided if necessary and the RSIC will 
make investment related decisions for the Pension Fund and the State Treasurer for other funds. 

State of South Carolina Securities lending 

Distressed Collateral Investment -----t I 

le~man Unrealized I I 
__ _ lehma;;;o,ooo' 

loss.@ 23.75 ABS Unrealized loss To~l d 
~-~-~----

129, 75o,oool 
-26,687,50~1 -9,040,487 -35,727,987 

n -98,934,375 Purchased by SC 10/09 -98,934,375 

Total I 164,750,0001 (125,621,875) I 
L 

(9,040,487) (134,6g362)_ 

lEarnings Reserve Balan 
Treasurer 

Retirement Commissio 

Total 

I 
-~ 

ce (as of 9/30/2011) 
~. - --~ 

l 
~ 

--$4,497:·872 "[ 

n $16,903,118 -~ 
$21,400,990 I 

(Callan comment: Please verify if ok to disclose t he above.) 

- -
- ~-

J 
-- - - ~-

1. Do you currently participate in a collateral pool or a custom fund for your cash collateral? 

Custom collateral funds are maintained separately for both the Pension Trust funds and the other 
applicable State funds. 

{Ca llan comment. Please verify if the above is acceptable and appropriate.) 

8. Will you please provide your current collateral guidelines? 

The current guidelines only allow overnight collateralized repos. 

(Callan comment. Please verify if the above is acceptable and appropriate.) 

9. Have your guidelines changed in the past four years? If so, please explain. 

Yes, the guidelines have changed to only allow overnight collateralized repos. We are currently in the 
process of reviewing and revising these guidelines to better manage the overall risk of the program. 

{Callan comment. Please verify if the above is acceptable and appropriate.) 

10. Do you currently have any borrower or loan restrictions or caps on your lending activity? 

5 
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Securities Lending is subject to restrictions. Only separate accounts would be subject to securities 
lending. State shall have the right to restrict specific borrowers, forms of collateral, and collateral 
reinvestment. There are no borrower or loan restrictions within our lending program. Current securities 
lending is restricted to overnight investments only. 

(Callan comment. Please verify if the above is acceptable and appropriate.) 

11. Do you vote proxies? 

Investment managers are responsible for voting proxies and all mandatory corporate actions. 

12. Section M, Question 1 of the RFP: 
M. Other Services (For Consideration and Review) 
1) The State Treasurer requires the custody bank to maintain $50 million of US Treasuries in 
escrow with the Federal Reserve to meet the State cash requirements. Are you able to meet 
this additional requirement? 

a. Could you please clarify what the "State cash requirements" are, including references 
to the specific South Carolina statutes or regulations from which they derive? Does 
this refer to cash on deposit with the successful bidder? 

This refers to any end of the day un-invested cash left in the account due to a broker failure or late 
payments. Normal practice is to draw down the cash balance to zero each day. 

b. Will the $50 million referenced be posted by Northern or the State? How was that 
figure determined? 

The amount is posted by the custodial bank. $50 million figure was determined to be an appropriate 
amount based on the historical end of the day cash balance. 

c. Will an escrow agreement be necessary with respect to this arrangement? If so, what 
are the terms of such an arrangement (e.g., who are the parties, who posts the 
collateral, who keeps the earnings on such collateral)? If there is an approved and 
required form of agreement, could copies please be provided for review? 

Yes, an escrow agreement should be established between the custodial bank and the Federal Reserve. 
The custodial bank should post the collateral and will retain the earnings. 

CITIBANK 

Custody 
General 

1. Page 39 {Section M-Other Services, Question #2) - For the LGIP fund, how is transfer agency 
and shareholder services currently handled? (The section title "Other Services" implies that 
these services are currently not being done by the custodian). 

Transfer agency and shareholder services are handled internally by the State Treasurer's Office. 

6 



000393

2. Page 24 (General Service Requirements)- Can you clarify what is meant by "the custody bank 
is required to provide support for regulatory and GASB reporting requirements."? Is South 
Carolina looking for the bidder to produce GASB reporting on their behalf or to provide data 
that the State can use to create their own GASB report? 

The State is responsible for all GASB reporting. However, the custodian provides comprehensive reports 
to support the GASB and CAFRs reporting of the State. 

(Callan comment: Please verify if the above response is acceptable.) 

3. Page 24 (General Service Requirements) -Includes "Drill down or shadow accounting would be 
critical to both commingled funds/partnerships and mutual funds. Weekly "not in bank" asset 
collateral pricing is required and consolidated reporting of all cash balances both custodied 
and non-custodied accounts." Where will the custody bank get this information from?- South 
Carolina staff or each individual manager involved in managing these off custodian assets? 

The custodian bank must be able to provide "drill down or look-through" capabilities for commingled 
funds. The custod ian bank should also have the necessary drill down too ls for alternative investments, 
whether through internal applications or 3 rd party providers. 

4. Page 24 (General Requirements) -You reference linkages to QED, but Section M. 4}, Other 
Services (page 39), references the potential of platforms that have equal or better capabilities 
to QED. Is the State of South Carolina contemplating a change for this type of investment 
accounting? 

The State does not contemplate in changing any investment accounting requirements. However, the 
State would like to review similar applications that are equal of better platforms offered by the 
custodian banks relative to QED. 

5. Page 35 (Section H. Accounting and Reporting- Question 17}- Regarding Trade Cost Analysis
Can we get details on what is required for the "Trade Cost Analysis Report"? Do you mean 
best execution market comparisons or effective cost reporting? 

Trade cost analysis refers to best execution market comparisons. 

6. We have reviewed the service requirements in the RFP and are confident that these 
requirements can be met by a Master Custodian. Please confirm whether the vendor can 
present its bid in a non-fiduciary Master Custodian capacity. Also please provide additional 
clarity on your views on the fiduciary functions associated with a Master Custodian. 

The State has a trust/custody agreement for the services contemplated in this RFP. The trust/custody 
agreement requires a provider to act as a fiduciary for the services contracted. 

(Callan comment : Please check if response is appropriate and covers the intent of the State or should 
the State disclose the current agreements.) 

Securities Lending 
1. Would you please provide your current securities lending fee schedule? 
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Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the Pension Fund or other applicable State fund receives the remaining 85% 
allocation. 

2. What is the current on-loan balance for your portfolio? 

As of 12/13/11 Pension Fund $231,846,900.65 and State Treasurer $93,365,641.23 (unaudited 
numbers). 

Alternative Investments 
1. Can you clarify the total AUM across each portfolio into Private Equity, Real Estate and Hedge 

Funds assets? And please also give the number of individual fund investments within each 
category? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specif ic breakdowns. 

2. For the Private Equity, Real Estate, and Hedge Fund assets can you detail the vintage 
year/inception date around each investment? 

This information will not be provided in this phase of the due diligence search process . 

{Callan comment: I would rather not detail this information, unless the Investment Commission would 
like to do so.) 

3. Of the Private Equity investments, can South Carolina provide a more detailed breakdown for 
each asset class: 
a. Total commitment amounts 
b. Unfunded amounts 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

(Callan comment: I would rather not detail this information, unless the Investment Commission wou ld 
like to do so.) 

4. Has South Carolina created any Special Purpose Vehicles or other type of Entities requiring 
accounting, ad min, and reporting services as it relates to Hedge Funds, Private Equity, and 
Real Estate? 

This information will not be provided in this phase of the due diligence search process. 

(Callan comment: I wou ld rather not deta il this information, un less the Invest ment Commission would 
like to do so.) 

5. As part of the solution from the bidder, is South Carolina expecting the estimated price or just 
the final price? 

Please complete VIII: Cost Proposal as specified. 

8 
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OTC Related Questions 
1. Can the state provide as much details as possible around the number of open positions and 

average weekly volumes for the below OTC product types: Place an N/ A under the not 
applicable products. 

a. Interest Rate Swaps 
b. Swaptions 
c. Caps/Floors 
d. Single Name Credit Default Swaps 
e. Index Credit Default Swaps 
f. Equity Swaps 
g. OTC Equity Options 
h. Voi/Var Swaps 
i. FX Options -vanilla 
j . FX Options- exotic 
k. Non-Deliverable Forwards 
I. Commodity Swaps 
m. Other OTC Products not listed 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

2. Please indicate the services required (Yes or No): 
a. OTC Settlements 
b. Collateral Management 
c. Confirms Processing 
d. Valuations 
e. Accounting 
f. Reconciliations 

All of the above services are required specific to the derivatives and overlay strategies currently 
deployed by the Investment Commission. 

(Callan comment: Please verify if the above response is appropriate and required by the Investment 
Commission. Or is this handled by another provider or by the investment managers.) 

3. If requiring OTC Settlements, Collateral Management, or Confirms Processing, please indicate 
the following: 

a. How many ISDA Agreements do you currently have executed? With who? 
b. Do you intend on executing ISDA's with additional counterparties in the future? 
c. Have you executed any Give-Up or Intermediation Agreements? If so, with who? 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 

4. Please indicate what, if any in house order management, trading, or risk systems you use? 

There are no current trade order management system, trading or risk systems deployed. 

9 
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{Callan comment: Please verify if the response is accurate.) 

5. Do you currently utilize any industry electronic trading or confirmation platforms, such as 
DTCC, MarkitWire, Ice Link, VCON, T-Zero? If so please indicate which ones are used and the 
products being traded/confirmed on each. 

None. 

(Callan comment: This should be verified by both Treasurer's Office and the Investment Commission. 
The above are primarily utilized for in-house investment management for all types of securities.) 

6. If requiring OTC Settlements services, please explain your current settlements process? 

{Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 

7. If requiring Collateral Management services, please answer the following: 
a. Typically what type of collateral is exchanged, Cash only, Cash and/or Securities, 

Securities only? 
b. Please indicate what currencies you exchange collateral in? 
c. If exchanging securities, please indicate what type of securities are being exchanged? 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 

8. If requiring Valuation services, please answer the following: 
a. Briefly describe your firms' pricing/valuation policy? When necessary we will go into 

further detail on this topic. If no pricing/valuation policy exists, please indicate 
accordingly. 

b. Do you require T +0 valuations? 
c. Do you require more than 1 end of day valuation run (ie. Close books for various time 

zones)? If yes please indicate at what times you require valuations to be run. 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 

9. Do you have any specific reporting requirements that might fall outside of a standard 
reporting package? If so, please indicate the type of report, data required and frequency of 
delivery. 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 

BNY MELlON 

1. Could you please clarify what types of penalties are included under "monetary penalties" in 
the Setoff provision in the Terms and Conditions section of the RFP? 

10 
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(Callan comment: This needs to be verified by the State Treasure and Procurement.) 

2. In order to comply with applicable law, would it be possible for us to include certain 
boilerplate agreements/language in our RFP response? 

(Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation. 

3. The definition of a subcontractor in Section C-8 includes "pricing". Can you please clarify 
what was meant by a "pricing subcontractor" in this section? Financial pricing data is licensed 
as a standard product under terms dictated by the data licensor from a short list of identified 
sources. It is not typically a subcontracted service. 

(Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation. 

DEUTSCHE BANK 

1. Nonresident Taxpayer Registrations Affidavit Income Tax Withholding: Would you kindly 
clarify if it is mandatory that we complete & submit the registration form with the RFP? 

(Callan comment: This needs to be verified as required by the State Treasurer or Procurement.) 

2. Will any legacy assets be transitioning with the program? 

Yes both the Pension Fund and other State funds hold impaired legacy assets that wil l need to be 
t ransitioned to the new custodial bank. A detailed list can be provided if necessary and the RSIC will 
make investment related decisions for the Pension Fund and the State Treasurer for other funds. 

L State of South Carolina Securities Lending 

Distressed Collateral Investment 

r 
Lehman Unrealized 

Lehman Par Total Losses 

Treasurer 
I 

35,000,000 

129,750,0001 

Loss@ 23.75 .. ABS Unrealized loss I 
-26,687,500 -9,040,487 -35, 727,987) 

-98,934,3751 Retirement Commission 
-'----

Total 

Earnings Reserve Balance as of 9/30/2011) 

Treasurer 

Retirement Commission 

Total 

164,750,0001 

$4,497,872 

$16,9o3,us I 
$21,400,990 I 

-98,934,375 Purchased by SC 10/09 

(125,621,875) {9,040,487) -r (134,662,362) 

~ 
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(Callan comment: Please verify if ok to disclose the above. Deutsche Bank will only bid for securities 
lending based on their questions. If new securities lending agent is/are identified, the legacy assets may 
need to be transitioned.) 

3. Could you provide a tax matrix for the international equities? 

{Callan comment: This information is normally maintained by BNY Mellon the custodian and current 
securities lending agent. Deutsche Bank would like to see how much dividend tax arbitrage type lending 
can they achieve.) 

4. Would South Carolina consider a bid for just one asset class? 

Depending on the extent of risk oversight and the operational costs involved, the State may consider 
such a bid. 

(Callan comment : Please verify if the response is appropriate.) 

JP MORGAN 

General Questions: 

1. Regarding Page 51; Section V. QUALIFICATIONS; QUALIFICATION OF OFFEROR Bullet Point 4. 
"The offeror must be authorized to conduct a trust/custody business in the State of South 
Carolina" Is this mandatory minimum qualification referring to a State-granted authority? 
And, is a federally chartered, national banking association, authorized by the Comptroller of 
the Currency of the US Department of the Treasury, to carry out banking/trust business an 
acceptable qualification? 

(Callan comment: State should formulate a response). 

2. Do you require the custodian contemplated by this RFP to be a SC qualified public depository? 

(Callan comment: State should formulate a response.) 

3. Concerning the "NUMBER OF COPIES TO BE SUBMITTED: One (1) original in hardcopy and 
eight (8) copies (marked 'copy') Two (2) electronic copies, one(l)as specified Magnetic 
Media, and one(l) as specified Submitting Redacted Offers. The Instructions speak about 
submitting 2 Electronic Copies. Since the Magnetic media is going to be a separate 
submissions this electronic must be an email submission? If yes, to whom all do these emails 
have to be marked? 

(Callan comment: State should formulate a response.) 

Performance Measurement Related Questions: 

1. On Page 20-22 of the RFP (Strategic Partnership- Transition Accounts) does South Carolina 
State Treasurer require the custodian to provide performance reporting on the managers 

12 
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listed? If yes, can you please specify which are separately managed and/or commingled 
fund/line-item accounts? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, please refer page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report for Fiscal Year 2011. 

2. Are you currently receiving daily and monthly performance measurement and analytics 
reporting from your current custodian? Is so, can you elaborate on specific reporting 
requirements? 

The current custodian provides for basic performance measurement and analytics. The main 
de live rabies are return calculations only. 

3. Does South Carolina State Treasurer require the custodian to provide performance 
measurement or analytic services for the underlying holdings contained within the mutual 
fund/commingled fund portfolios? 

Yes. The State would like to understand the availability of your organization to provide "drill down or 
look through" capabilities. 

4. Do you currently receive value-at-risk (VaR) reporting from your current custodian today? If 
no, do you plan on implementing this service within the next 6-12 months? If, VaR reporting 
is required: 

No. Depending on the service availability from the custodian bank, the State would implement such 
services as soon as practicable. 

s. Do you require relative VaR (VaR of benchmark vs. VaR of portfolio)? 

The State would like to review the extent of VaR or enterprise risk management avai lable from your 
organization. 

6. Do you require historical Simulation, Monte Carlo, no decay factor I decay factor? 

The State would like to review the extent ofVaR, stress testing, scenario analysis and/or enterprise risk 
management available from your organization. 

1. Do you require ex-ante tracking error reporting? 

The State would like to review the extent of VaR, stress testing, scenario analysis and/or enterprise risk 
management available from your organization. 

s. Can you please provide sample performance and analytics reports that you are currently 
receiving from your custodian. 

The leve l of performance measurement reports is basic return ca lculations. 

13 
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Alternative Investments Related Questions: 

1) Can you please confirm the number of investments that are in scope for Private Equity 

Services? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, Please refer page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report/or Fiscal Year 2011. 

Securities Lending Related Questions 

1. Can you please provide the current (and expected) cash collateral investment guidelines for 
your program? 

Current guidelines only allow for overnight collateralized repos. Guidelines are current ly under review. 

2. Are you currently directing your cash collateral investment into a commingled or separately 
managed account? 

Custom collatera l funds are maintained in separate accounts for both Pension Trust Funds and other 
applicable State Funds. 

3. Based on your 2010 CAFR~ "Securities lending obligations at June 30, 2010, were $429.065 
million with the unrealized loss in invested cash collateral of $104.472 million"- please provide 
a detailed listing (excel file) for these investments, to allow respondents access to information 
currently available to your current provider. In addition, are you expecting to transition any of 
these legacy cash collateral investments to the new provider? If so please provide the exact 
nature, tenor, duration, credit-worthiness of these investments since they will need to be 
analyzed by all respondents. 

Yes both the Pension Fund and other State funds hold impaired legacy assets that will need to be 
transitioned to the new custodial bank. A detailed list can be provided if necessary and the RSIC will 
make investment related decisions for the Pension Fund and the State Treasurer for other funds. 

Losses 

Treasurer 

Retirement Commission 

Total 

State of South Carolina Securities Lending 

Distressed Collateral Investment 

Lehman Par 

35,000,000 
129,750,000 --==1-- 164,750,0001 

Lehman Unrealized 

Loss@ 23.75 ABS Unrealized loss 

-26,687,500 -9,040,487 
-98,934,375 Purchased by SC 10/09 1 

(125,621,875) {9,040,487) ) 

Earnings Reserve Balance (as of 9/30/2011) 
Treasurer 

Retirement Commission 

!Total 

$4,497,872 

$16,9o3,u s T 
$21,4oo,99o I --1---

------' 

l 
1 

Total 

-35,727,987 
-98,934,375 

( 134, 662,362) l 
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(Ca llan comment: Please verify if ok to disclose the above.) 

Cash liquidity Related Questions 
1. Concerning your asset listing, for balances where the security description is "Cash- Non 

custodied," where is this cash held and is it placed in a short term investment vehicle? 

Non-custodied cash is held at Wells Fargo bank and invested in a government advantage account. 

2. Please provide further detail on balances where the Security description is just "Cash" -where 
is this cash held and the investment details? 

Cash is held by custodial bank and invested in a Dreyfus sweep vehicle. 

3. Do you utilize a custodian sweep vehicle? If so, for what percentage of the total cash 
portfolio? 

See answers provided above. 

4. What types of foreign currencies do you hold, and in what amounts? Can you provide a list of 
your foreign currencies average daily balances by market? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, Please refer page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report/or Fiscal Year 2011. 

Benefit Payments Related Questions: 
1. Are your benefit payments done in-house today or by your custodian? 

Benefit payments are processed in house by the Retirement Systems using internally developed 
software and the custodial bank will not have any responsibilities related to benef it payments other 
than recording the deposit and requisition totals for funding purposes. The questions below are not 
applicable and not contemplated as services required of the custodian bank. 

2. Can you provide the number of monthly checks paid? 
3. Can you provide the number of monthly ACH paid? 
4. Can you provide the number of tax forms? 
s. Can you provide the annual number of lump sum payments? 
6. Do you have a third party administrator? 
1. Do you have a call center or website for your participant payments? 

Compliance Reporting Related Questions: 
1. How many separately managed (active) accounts would require Compliance Reporting? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

2. What would be the required frequency of the reporting? (daily- only if accounting will be SDV, 
or monthly)? 
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The minimum is monthly. 

3. Is there any interest in commingled look through reporting? 

Yes. This is a service that the State would like to consider. 

16 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Robert Feinstein 
Tuesday, December 20, 20111:12 PM 

Rebecca Gunnlaugsson 
Adam Jordan 

Attachments: 
FW: Custody Responses 
SCBankCustodyQandACallan-12-17-2011RMG.docx 

Rebecca: 

I cannot thank you enough for the help with this. 
R. 

ROBERT FEINSTEIN I CHlH LEGAL OFFICER 
p 803.737.6809 I F 803.737.7070 I RlEINSTElN@IC.SC.GOV 
1201 MAlN STREET I SUITE 1510 I COLUMBIA. sc I 29201 

SOUTH CAROLLNA Rrr1RIM'ENT SYST'EM 

[ NVESTMENT COMMISSION 

From: Rebecca Gunnlaugsson [mailto:rgunnlaugsson@gmail.com] 
Sent: Tuesday, December 20, 2011 11:09 AM 
To: Robert Feinstein 
Subject: Custody Responses 

Robert, 

Please see attached. Let me know if you need anything else. 

Also, some responders asked about Strategic Partnerships while others did not. I do feel that the RFP did not 
adequately specify just how complex the SP accounts were. Should we consider providing some blanket 
statement to all responders such as: 

Across all Strategic Partnerships, the State current ly has 105 underlying investments spann ing va rio us asset classes. 

Rebecca 

1 
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STATE STREET 

MASTER TRUST/CUSTODY RFP 
QUESTIONS AND ANSWERS 

1. Can South Carolina provide a list of the performance composites? 

The number of composites is as follows: 

Number of Plans 5 
International Equities 1 

Domest ic Equities 1 
International Equities 1 

Domestic Fixed Income 1 

Globa l Fixed-Income 1 

Real Est ate 1 
Private Equity 1 
Derivatives/Overlay 1 
Hedge Funds/ Absolute Returns 1 

Commodities 1 

Strategic Partnerships 15 
Cash Accounts 1 

Transition Accounts 1 

(Callan comment: Kindly check if the number of composites is correct. !Invest ment Commission to 
verity.Jt ___________ ______________ __ _ _ __ _ ________________ _______ _ _ -

2. Can South Carolina send us a list of the benchmarks that the different portfolios and 
composites are measured against? If there are any custom benchmarks, could they include a 
description of the component pieces? 

The benchmarks are: 

Plans 
International Equities 
Domestic Equit ies 
Internationa l Equities 
Domestic Fixed Income 
Globa l Fixed-Income 
Real Estate 
Private Equity 
Derivatives/Overlay 
Hedge Funds/Absolute Returns 
Commodities 
Strategic Partnerships 
Cash Accounts 

1 

Commented [ RGl] : David Kfng is will know this. (He is currently 
working on a project to verify them with BNYMellon.) 
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(Callan comment: !Investment Commission to list both standard and custom benchmarks utilized to 

date.) _____________ _ __ _ _______________ ----------------- - -- -- - - ---

3. Is performance required on the individual plans? Down to what level? How will State Street 
handle the plan accounting? 

Individual performance is required for each plan or system. Plan accounting is required based on 
allocation specified by the SC Retirement System. 

(Callan comment: Please verify if the above language is appropriatE{). _______ _______ _ __ _____ -

4. Terms and conditions- pages 53-61- would describe the manner in which we can provide 
any comments these provisions? 

(Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation. 

5. Please provide any South Carolina State Treasurer imposed securities lending restrictions t hat 
are In place in your current lending program? 

Securities Lending is subject to restriction s. If allowed, only separate accounts would be subject to 
securities lending. State shall have the right to restrict specific borrowers, forms of collateral, and 
collatera l reinvestment. Current securities lending is restricted to overnight investments only. 

(Callan comment. Please verify if the above i s~cceptable and appropriat~1 - ____ _ ___ _ _ _ _ _____ -

6. Are there any legacy collateral reinvestment assets that would need to be funded through a 
transition to a new provider? If yes, can these investments and their current market value be 
shared? 

Yes. The current program has unrealized losses and impairments. 

losses 
Treasurer 

State of South Carolina Securities Le nding 

Distressed Collateral investment 

~an Par 
___ _,3:::5,,000,000 

T 129,750,000 

r 
Lehman Unrealized 

Loss@ 23.75 ABS Unrealize d loss 

-2s,68z,soo/ -9,040,487 
-98,934,375 Purchased by SC 10/09 

Total 

-35,727,98 

-98,934,37 

l
Retlrement Commission 

Total 164,750,000 (125,621,875) (9,040,48711 ( 134,662,362} 

Earnings Reserve Balance (as of9/30/2011) 

Treasurer 

Retirement Commission 

Total 

$4,497,872 

$16,903,118 

$21,400,990 

2 

Commented [RG2]: Our benchmarks are listed In our AlP. 
David Kin& e•n list them. 

Commented [RG3]: My understanding is that performance 
was o nly cakufated on the entire trust fund, as each of the 5 plans 
are pooled together for investment purposes. SCRS simply prepares 
plan balance statements based on their apportionment of the 
entire trust fund. Please verify w ith Sarah, however. 

Commented [RG4]: Can you check with Adam and Hershel to 
ensure this provides all the appropriate restrictions for which they 
are looking? 
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(Callan comment: Please verify if the above informat ion is appropriate to disclose.) 

7. What types of noncash collateral are acceptable for loans? 

Acceptable collateral are limited to US$ cash, irrevocable letters of credit, and US Gov't Securities. 

(Ca llan comment: Please verify if the above is the case.) 

8. What is the securities lending fee split arrangement in your current lending program? 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the Pension Fund or other applicable State fund receives the remaining 85% 

allocation. 

No. 

9. Are you currently paying a cash management fee for investing your securities lending cash 

collateral in a separately managed account? 

Securities Lending 
l. Discuss how your organization employs arbitrage and non-traditional transactions for your 

securities lending agent program. Can you please specify what types of non-traditional 
transactions are being referred to in this question? In particular, are non-traditional 
transactions referring to non-traditional securities lending transactions or something else? 
Can you please also provide guidance on what specifically is meant by arbitrage transactions 
in this question? 

This question refers to traditional securities lending as promulgated by the safe harbor provisions of 

ERISA Dol PTE 81-6. 

(Callan comment: I am defaulting to ERISA Dept. of Labor t o address this question so that there is no 
ambiguity on what is acceptable on the general acceptable framework for lending securities in 
retirement plans. If this is not the case, please provide a more appropriate answer. Based on what I 

have read in documents, the program is straight t radit ional lending.) 

2. Explain how your securities lending program is T+l and STP processing ready. Discuss how 

your securities lending program is in compliance with Industry standards. Regarding T + l , is 
this question asking us to comment on how ready we are to support a one day settlement 
cycle should it be adopted in the equity markets as was proposed a number of years ago? 

Correct. This question refers to support of one day settlement which impacts both mark to market 

process and recall of securities out on loan. 

3. (i) The Request For Proposal included a "Terms and Conditions" section, which listed 
provisions relating to the Contract Documents, Order of Precedence and a Record of 
Negotiations. There is also the concept in 1/.A ("General Instructions") that a contract would 

3 



000407

be binding between the Offerer upon acceptance by the State of South Carolina. Please 
confirm that these provisions are nat applicable to the provision of securities lending 
services. State Street delivers securities lending services separately from custodial services 
and the contract governing securities lending services: (i) would not be part of the custody 
agreement; (ii) would contain terms mutually agreed to between State Street and the State of 
South Carolina prior ta delivery of lending services (and no contract between State Street and 
the State of South Carolina with respect to securities lending services would be effective prior 
to such agreement), and (iii) would expressly not Include provisions of any other document, 
including without limitation, the custody agreement, the RFP or the responses thereto. State 
Street will attach to its response to the RFP our form securities lending authorization 
agreement. State Street would be willing and eager to discuss our form agreement and any 
concerns the State of South Carolina has with our form and we are confident we could come to 
mutual agreement on any contractual issues that may arise. 

(Callan comment: State should formulate a response if State would allow for !changes or allowable form 
of negotiatlor{)_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _____________ __ __ _ _____ _ 

NORTHERN TRUST 

1. Can you provide a copy of the custody agreement you have with your current provider? 

(Callan comment: This is up to the ~reasurer's Office to disclos~J - _______________________ -

2. The RFP prohibits inclusion of "standard contract forms" in our proposal and the Terms and 
Conditions contained in the RFP are not entirely applicable to a financial services contract; 
does the State anticipate negotiating such provisions In the f inal contract? Does the State 
anticipate that the Terms and Conditions (General and Special) will constitute the "binding 
contract upon final award", without additional custody-related provisions? 

(Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation.) 

3. Can you identify for bidders any laws, codes, ordinances, rules, regulations applicable t o 
custodians of public fund assets in South Carolina? 

(Callan comment: This Is coming from a provider that does not want to do research. The St ate can 
decide on how to proceed with this request.) 

4. Would you please provide your current securit ies lending fee schedule? Has your fee 

Commented [ RGS]: I think what they have described-a 
separate secu rities lending contract- is what we want, so we would 
not want to chanee. Again, please verify. 

Commented [RG6]: My thought is "No," as we are looking for a 
new set of services and offerines, not to repeat the existing. 

arrangement changed in the past 48 months? [If so, please explai{ _______ _______ ____ - Commented [RG7]: Honestly, 1 do not know thefiguresfor4 

Since Ju ly 1, 2005, the fee arrangement provides for t he custodial bank to receive 15% of securities 
lending earnings and the Pension Fund or ot her applicable State fund receives the remaining 85% 
allocation. 

s. What is your current loan volume? 

and S. 
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As of 12/13/11 Pension Fund $231,846,900.65 and State Treasurer $93,365,641.23 (unaudited 
numbers). 

6. Do you have any impaired legacy assets? Will you wish to transition the legacy assets to the 
new provider? 

Yes both the Pension Fund and other State funds hold impaired legacy assets that w ill need to be 
transitioned to the new custodial bank. A detailed list can be provided if necessary and the RSIC w ill 
make investment related decisions for the Pension Fund and the State Treasurer for other funds. 

losses 

!

Treasurer 

Reti rement Commi ssion 

Total 

State of South Carolina Sec~ities lending 

Distressed Collateral Investment 

--~ Lehman Unrealized I 
lehman Par 

35,000,000 

129,750,000 

164,750,000 

Loss @ 23.75 ABS Unrealized loss 

-26,687,500 -9,040,487 
- 98,934,375[ Purchased by SC 10/09 

Earnings Reserve Balance (as of 9/30/2011) 

Treasure_r __ ~ 

Retireme nt Commission 

Total 

$4,497,872 
$16,903,118 

$21,400,990 

(Callan comment: Please verify if ok to disclose the above.) 

Total 

·35, 727,9871 
-98,934,375 

(134,662,362) 

7. Do you currently participate in a collateral pool or a custom fund for your leash collatera{? _____ - Commented [RG8]: Can Nicole answer these next set of 

Custom collateral funds are maintained separately for both the Pension Trust funds and the other 
applicable State funds. 

(Callan comment. Please verify if the above is acceptable and appropriate.) 

8. Will you please provide your current collateral guidelines? 

The current guidelines only allow overnight collateralized repos. 

(Ca llan comment. Please verify if the above is acceptable and appropriate.) 

9. Have your guidelines changed in the past four years? If so, please explain. 

Yes, the guidelines have changed to only allow overnight collateralized repos. We are currently in the 
process of reviewing and revising these guidelines to better manage the overall risk of the program. 

(Callan comment. Please verify if the above is acceptable and appropriate.) 

10. Do you currently have any borrower or loan restrictions or caps on your lending activity? 

questions? 
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Securities Lending is subject to restriction s. Only separate accounts would be subject to securities 
lending. State shall have the right to restrict specific borrowers, forms of collateral, and collateral 
reinvestment. There are no borrower or loan restrictions within our lending program. Current securities 
lending is restricted to overnight investments only. 

(Callan comment. Please verify if the above is acceptable and appropriate.) 

11. Do you vote proxies? 

Investment managers are responsible for voting proxies and all mandatory corporate actions. 

12. Section M, Question 1 of the RFP: 
M. Other Services (For Consideration and Review) 
1) The State Treasurer requires the custody bank to maintain $50 million of US Treasuries in 
escrow with the Federal Reserve to meet the State cash requirements. Are you able to meet 
this additional requirement? 

a. Could you please clarify what the "State cash requirements" are, including references 
to the specific South Carolina statutes or regulations from which they derive? Does 
this refer to cash on deposit with the successful bidder? 

This refers to any end of th e day un-invested cash left in the account due to a broker failure or late 
payments. Normal practice is to draw down the cash balance to zero each day. 

b. Will the $50 million referenced be posted by Northern or the State? How was that 
figure determined? 

The amount is posted by the custodial bank. $50 million figure was determined to be an appropriate 
amount based on the historical end of the day cash balance. 

c. Will an escrow agreement be necessary with respect to this arrangement? If so, what 
are the terms of such an arrangement (e.g., who are the parties, who posts the 
collateral, who keeps the earnings on such collateral)? If there is an approved and 
required form of agreement, could copies please be provided for review? 

Yes, an escrow agreement should be established between the custodial bank and the Federal Reserve. 
The custodial bank should post the collateral and will retain the earnings. 

CITIBANK 

Custody 
General 

1. Page 39 (Section M-Other Services, Question #2) - For the LGIP fund, how is transfer agency 
and shareholder services currently handled? (The section title "Other Services" implies that 
these services are currently not being done by the custodian). 

Transfer agency and shareholder services are handled internally by the State Treasurer's Office. 

6 
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2. Page 24 (General Service Requirements)- Can you clarify what is meant by "the custody bank 
is required to provide support for regulatory and GASB reporting requirements."? Is South 
Carolina looking for the bidder to produce GASB reporting on their behalf or to provide data 
that the State can use to create their own GASB report? 

The State is responsible for all GASB reporting. However, the custodian provides comprehensive reports 
to support the GASB and CAFRs reporting of the State. 

(Callan comment: Please verify ifthe above !response is acceptabi~-L _ __________ ___ ________ - Commented [RG9]: 1 believe this is correct, but verifv with 

3. Page 24 (General Service Requirements)· Includes "Drill down or shadow accounting would be 
critical to both commingled funds/partnerships and mutual funds. Weekly "not in bank" asset 
collateral pricing is required and consolidated reporting of all cash balances both custodied 
and non-custodied accounts." Where will the custody bank get this information from?- South 
Carolina staff or each individual manager involved in managing these off custodian assets? 

The custodian bank must be able to provide "drill down or look-through" capabilities for commingled 
funds. The custodian bank should also have the necessary drill down tools for alternative investments, 
whether through internal applications or 3'd party providers. South Carolina is interested in proposa ls 
which m ay include products or services that address the provision of such capabil ities. 

4. Page 24 (General Requirements)· You reference linkages to QED, but Section M. 4), Other 
Services (page 39), references the potential of platforms that have equal or better capabilities 
to QED. Is the State of South Carolina contemplating a change for this type of investment 
accounting? 

Yes, t+he State does ~contemplate some level of ifrfuture changgjnffig i!flV-investment accounting 
reEJttireffieAtsprocesses. ~As a result. the State would like to review Siffiilar a~ ~lieatieAs tRat are 
equal orJ-better platforms offered by the custodian banks relative to QED. 

5. Page 35 (Section H. Accounting and Reporting · Question 17)- Regarding Trade Cost Analysis
Can we get details on what is required for the "Trade Cost Analysis Report"? Do you mean 
best execution market comparisons or effective cost reporting? 

Trade cost analysis refers to best execution market comparisons. 

6. We have reviewed the service requirements in the RFP and are confident that these 
requirements can be met by a Master Custodian. Please confirm whether the vendor can 
present its bid in a non-fiduciary Master Custodian capacity. Also please provide additional 
clarity on your views on the fiduciary functions associated with a Master Custodian. 

The State has a trust/custody agreement for the services contemplated in this RFP. The trust/custody 
agreement requires a provider to act as a fiduciary for the services contracted. 

(Callan comment: Please check if response is appropriate and covers the intent of the State or should 

Sarah. 

the State disclose 1the current agreements 1-l __ ___ ____ ___ _______________ ________ _ - Commented [RG10]: I will need someone else to ve rify this. 

Securities Lending 
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1. Would you please provide your current securities lending fee schedule? 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 1S% of securities 
lending earnings and the Pension Fund or other applicable State fund receives the remaining 85% 

allocation. 

2. What is the current on-loan balance for your portfolio? 

As of 12/13/11 Pension Fund $231,846,900.65 and State Treasurer $93,365,641.23 (unaudited 
numbers). 

Alternative Investments 
1. Can you clarify the total AUM across each portfolio into Private Equity, Real Estate and Hedge 

Funds assets? And please also give the number of individual fund investments within each 
category? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

2. For the Private Equity, Real Estate, and Hedge Fund assets can you detail the vintage 
year/inception date around each investment? 

This information will not be provided in this phase of the due diligence search process. 

(Callan comment: I would rather not detail this information, unless the lnvestment!Commission would 
!like to do so.( ________________ ______ _ _ _ ___ _ ______________________ ~_- -{Lc::o:.:m:::me=n:::t::ed~[R:.:G:.:l::l::']~: .:..:l•~g:.:r•:.:• ·:.._ ______ ..!..!:_....J 

3. Of the Private Equity investments, can South Carolina provide a more detailed breakdown for 
each asset class: 
a. Total commitment amounts 
b. Unfunded amounts 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

(Callan comment: I would rather not deta il this information, unless the Investment Commission would 
like to do so.) We currently have 102 private market investments (across private equity. private debt, and 
real estate) totaling approximately $7.6 billion in commitments. 

4. Has South Carolina created any Special Purpose Vehicles or other type of Entities requiring 
accounting, admin, and reporting services as it relates to Hedge Funds, Private Equity, and 
Real Estate? 

This information will not be provided in this phase of the due diligence search process. 

(Callan comment: I would rather not detail this information, un less the jnvestment Commission woulq 
like to do so.( _ ____ ___ ______________ _ __ ______ _ __________ _________ ~--

5. As part of the solution from the bidder, is South Carolina expecting the estimated price or just 

the final price? 

8 
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Estimated. 

Please complete VIII: Cost Proposa l as specified. 

OTC Related Questions 
1. Can the state provide as much details as possible around the number of open positions and 

average weekly volumes for the below OTC product types: Place an N/ A under the not 
applicable products. 

a. Interest Rate Swaps 
b. Swaptions 
c. Caps/Floors 
d. Single Name Credit Default Swaps 
e. Index Credit Default Swaps 
f. Equity Swaps 
g. OTC Equity Options 
h. Voi/Var Swaps 
i. FX Options - vanilla 
j. FX Options- exotic 
k. Non-Deliverable Forwards 
I. Commodity Swaps 
m. Other OTC Products not listed 

Please refer to pages 67 to 78 of the RFP under t he Cost Proposal Section for specif ic breakdowns. 

2. Please indicate the services required (Yes or No): 
a. OTC Settlements 
b. Collateral Management 
c. Confirms Processing 
d. Valuations 
e. Accounting 
f. Reconciliations 

All of the above services are required specific to the derivat ives and overlay strategies currently 
deployed by the Investment Commission. 

(Ca llan comment: Please verify if the above response is appropriate and required by the Investment 
Commission. Or is this handled by another provider or by the investment managers.) 

3. If requiring OTC Settlements, Collateral M anagement, or Confirms Processing, please ind icate 
the following: 

a. How many ISDA Agreements do you currently have executed? With who? 
b. Do you intend on executing ISDA's with additional counterparties in the future? 
c. Have you executed any Give-Up or Intermediation Agreements? If so, w ith who? 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 

4. Please indicate w hat, if any in house order management, trading, or risk systems you use? 

9 
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There are no current trade order management system, trading or risk systems deployed. The State is in 
the process of implementing a risk program and is interested in risk analytic capabilities you may have in 
conjunction with or separate of your custodian services. 

(Callan comment: Please verify if the response is accurate.) 

5. Do you currently utilize any industry electronic trading or confirmation platforms, such as 
DTCC, MarkitWire, Ice Link, VCON, T-Zero? If so please indicate which ones are used and the 
products being traded/confirmed on each. 

None. 

(Callan comment: This should be verified by both Treasurer's Office and the Investment Commission. 
The above are primarily utilized for in-house investment management for all types of securities.) 

6. If requiring OTC Settlements services, please explain your current settlements process? 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 

7. If requiring Collateral Management services, please answer the following: 
a. Typically what type of collateral is exchanged, Cash only, Cash and/or Securities, 

Securities only? 
b. Please indicate what currencies you exchange collateral in? 
c. If exchanging securities, please indicate what type of securities are being exchanged? 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 

8. If requiring Valuation services, please answer the following: 
a. Briefly describe your firms' pricing/valuation policy? When necessary we will go into 

further detail on this topic. If no pricing/valuation policy exists, please indicate 
accordingly. 

b. Do you require T+O valuations? 
c. Do you require more than 1 end of day valuation run (ie. Close books for various time 

zones)? If yes please indicate at what times you require valuations to be run. 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manag~ South Carolina currently does 
internal valuations daily IT+ll and obtain end of month pricing from the custodian. (The custodian does 
provide valuations of a few in-bank assets-FI and equity only-dailyl. The State does not require T+O 
valuation. The State is interested in solutions which can provide T+l valuations across all asset classes. 
either as a part of custody services or as a separate service contract. 

9. Do you have any specific reporting requirements that might fall outside of a standard 
reporting package? If so, please indicate the type of report, data required and frequency of 
delivery. 

10 
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(Callan comment: The Invest ment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) No. the State currently does not 
receive any reporting requirements outside of standard. However, the State would be interested in 
identifying premium reporting service capabilities if offered. 

BNY MELLON 

1. Could you please clarify what types of penalties are included under "monetary penalties" in 
the Setoff provision in the Terms and Conditions section of the RFP? 

(Callan comment: This needs to be verified by the State Treasure and Procurement.) 

2. In order to comply with applicable law, would it be possible for us to include certain 
boilerplate agreements/language in our RFP response? 

(Ca llan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation. 

3. The definition of a subcontractor in Section C-Sincludes "pricing". Can you please clarify 
what was meant by a "pricing subcontractor" in this section? Financial pricing data is licensed 
as a standard product under terms dictated by the data licensor from a short list of identified 
sources. It is not typically a subcontracted service. 

(Callan comment: State shou ld formulate a response if State would allow for changes or allowable form 
of negotiat ion. 

DEUTSCHE BANK 

1. Nonresident Taxpayer Registrations Affidavit Income Tax Withholding: Would you kindly 
clarify if it is mandatory that we complete & submit the registration form with the RFP? 

{Callan comment: This needs to be verified as required by the State Treasurer or Procurement.) 

2. Will any legacy assets be transitioning with the program? 

Yes both the Pension Fund and other State funds hold impaired legacy assets that will need to be 
transitioned to the new custod ial bank. A detailed list can be provided if necessary and the RSIC will 
make investment related decisions for the Pension Fund and the State Treasurer for other funds. 

11 
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b~~er 
Retirement Commission 

Total 

State of South Carolina Securities 1e11din~ 

Distressed Collateral Investment 

Lehman Par 

35,000,000 

129,750,000 

164,750,000 

loss@ 23.75 ABS Unrealized loss 
Lehman UnrealizeJ 

-26,687, -9,040,4871 
-98,934,375 Purchased by SC 10/091 

{125,621,875) {9,040,487) 

Total 
-35,727,987 

-98,934,375 

{134,662,362) 

~
Earnings Reserve Balance (as of 9/30/2011) 

Treasurer $4,i97,872 
Retirement Co mmission $16,903,118 

Total ___ill,400,990 

j - 1-
(Callan comment: Please verify if ok to disclose the above. Deutsche Bank will only bid for securities 
lending based on their questions. If new securities lending agent is/are identified, the legacy assets may 
need to be transitioned.) 

3. Could you provide a tax matrix for the International equities? 

(Callan comment: This information is normally maintained by BNY Mellon the custodian and current 
securities lending agent. Deutsche Bank would like to see how much dividend tax arbitrage type lending 
can they achieve.) 

4. Would South Carolina consider a bid for just one asset class? 

Depending on the extent of risk oversight and the operational cost s involved, the State may consider 
such a bid. 

(Callan comment: jPiease verify if the response is a ppropriat~:l - _____________ __ ___ _ ___ ~ _ - Commented [RG13]: Yes, th is may be acceptable If they are 

JP M ORGAN 

General Questions: 

1. Regarding Page 51; Section V. QUALIFICATIONS; QUALIFICATION OF OFFEROR Bullet Point 4. 
"The offeror must be authorized to conduct a trust/custody business in the State of South 
Carolina" Is this mandatory minimum qualification referring to a State-granted authority? 
And, is a federally chartered, national banking association, authorized by the Comptroller of 
the Currency of the US Department of the Treasury, to carry out banking/trust business an 
acceptable qualification? 

(Callan comment: State should formulate a response). 

2. Do you require the custodian contemplated by this RFP to be a SC qualified public depository? 

(Callan comment: State should formulate a response.) 

12 
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3. Concerning the "NUMBER OF COPIES TO BE SUBMITIED: One {1) original in hardcopy and 
eight (8) copies {marked 'copy') Two {2} electronic copies, one(l)as specified Magnetic 
Media, and one{l} as specified Submitting Redacted Offers. The Instructions speak about 
submitting 2 Electronic Copies. Since the Magnetic media is going to be a separate 
submissions this electronic must be an email submission? If yes, to whom all do these em ails 

have to be marked? 

(Ca llan comment: State should formulate a response.) 

Performance Measurement Related Questions: 

1. On Page 20-22 of the RFP (Strategic Partnership- Transition Accounts) does South Carolina 
State Treasurer require the custodian to provide performance reporting on the managers 
listed? If yes, can you please specify which are separately managed and/or commingled 
fund/line-item accounts? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, please refer page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report for Fiscal Year 2011. Across all Strategic Partnerships, the state currently has 105 
underlying investments spanning various asset classes. Currently, the custodian only provides 
performance reporting at the asset class level for each Strategic Partnership. South Carolina is are 
interested in obtaining performance reporting at the underlying investment level. This can be achieved 
either through custody or fund administration services. 

2. Are you currently receiving daily and monthly performance measurement and analytics 
reporting from your current custodian? Is so, can you elaborate on !specific reporting[ _______ - -{ Commented [RG14]: Responses to 2·8 are all fine. 

requirements? 

The current custodian provides for basic performance measurement and analytics. The main 
deliverables are return calculations only. 

3. Does South Carolina State Treasurer require the custodian to provide performance 
measurement or analytic services for the underlying holdings contained within the mutual 
fund/commingled fund portfolios? 

Yes. The State would like to understand the availability of your organization to provide "drill down or 
look through" capabilities. 

4. Do you currently receive value-at-risk (VaR) reporting from your current custodian today? If 
no, do you plan on implementing this service within the next 6-12 months? If, VaR reporting 
is required: 

No. Depending on the service availability from the custodian bank, the State would implement such 
services as soon as practicable. 

s. Do you require relative VaR {VaR of benchmark vs. VaR of portfolio)? 

13 
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The State would like to review the extent ofVaR or enterprise risk management available from your 
organization. 

6. Do you require historical Simulation, Monte Carlo, no decay factor I decay factor? 

The State would like to review the extent ofVaR, stre.ss testing, scenario analysis and/or enterprise risk 
management available from your organization. 

7. Do you require ex-ante tracking error reporting? 

The State would like to review the extent ofVaR, stress testing, scenario analysis and/or enterprise risk 
management available from your organization. 

8. Can you please provide sample performance and analytics reports that you are currently 
receiving from your custodian. 

The level of performance measurement reports is basic return calculations. 

Alternative Investments Related Questions: 

1) Can you please confirm the number of investments that are in scope for Private Equity 

Services? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, Please refer page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report/or Fiscal Year 2011. South Carolina currently has 102 private market investments (across 
private equity. private debt , and rea l estate) totaling approximately $7.6 billion in commitments. 

Securities Lending Related Questions 

1. Can you please provide the current (and expected) cash collateral investment guidelines for 

your program? 

Current guidelines only allow for overnight collateralized repos. Guidelines are currently under review. 

2. Are you currently directing your cash collateral investment into a commingled or separately 

managed account? 

Custom collateral funds are maintained in separate accounts for both Pension Trust Funds and other 

applicable State Funds. 

3. Based on your 2010 CAFR- "Securities lending obligations at June 30, 2010, were $429.065 
million with the unrealized loss in invested cash collateral of $104.472 million"- please provide 
a detailed listing {excel file) for these investments, to allow respondents access to information 
currently available to your current provider. In addition, are you expecting to transition any of 
these legacy cash collateral investments to the new provider? If so please provide the exact 
nature, tenor, duration, credit-worthiness of these investments since they will need to be 
analyzed by all respondents. 

14 
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Yes both the Pension Fund and other State funds hold impaired legacy assets that will need to be 
transitioned to the new custodial bank. A detailed list can be provided if necessary and the RSI C will 
make investment related decisions for the Pension Fund and the State Treasurer for other funds. 

State of South Carolina Securities Len din_~;_ 

Distressed Collateral Investment 

Losses 
Treasurer 

r~ti~t Commission 

Lehman Par 
3S,OOO,OOO 

le hman Unrealized j 
loss@ 23.75 ABS Unrealized loss 

·26,687,500 . -9,040,487 
Total 

-35,727,987 

129,750,000 ·98,934,375 Purchased by SC 10/09 -98,934,375 

'Total 164,750,000 (125,621,8751 (9,040,487) (134,662,3621 

Earnings Reserve Balance (as of 9/30/2011) 
Treasurer __ 
Retirement Commission 

lTot_al __ _ 

$4,497,872 
$16,903,118 =-=T-

(Callan comment: Please verify if ok to disclose the above.) 

Cash Liguiditv Related Questions 
1. Concerning your asset listing, for balances where the security description is " Cash - Non 

custodied," where is this cash held and is it placed in a short term investment vehicle? 

Non-cust odied cash is held at Wells Fargo bank and invested in a government advantage account. 

2. Please provide further detail on balances where the Security description is just "Cash" -where 
is this cash held and the investment details? 

Cash is held by custodial bank and invested in a Dreyfus sweep vehicle. 

3. Do you utilize a custodian sweep vehicle? If so, for what percentage of the total cash 
portfolio? 

See answers provided above. 

4. What types of foreign currencies do you hold, and in what amounts? Can you provide a list of 
your foreign currencies average daily balances by market? 

Please refer to pages 67 to 78 ofthe RFP under the Cost Proposal Section for specific breakdowns. In 
addition, Please refer page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report for Fiscal Year 2011. 

Benefit Payments Related Questions: 
1. Are your benefit payments done in-house today or by your custodian? 

15 
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Benefit payments are processed in house by the Retirement Systems using internally developed 
software and the custodial bank will not have any responsibilities related to benefit payments other 
than recording the deposit and requisition totals for funding purposes. The quest ions below are not 
applicable and not contemplated as services required of the custodian bank. 

2. Can you provide the number of monthly checks paid? 
3. Can you provide the number of monthly ACH paid? 
4. Can you provide the number of tax forms? 
s. Can you provide the annual number of lump sum payments? 
6. Do you have a third party administrator? 
7. Do you have a call center or website for your participant payments? 

Compliance Reporting Related Questions: 
1. How many separately managed (active) accounts would require Compliance Reporting? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

2. What would be the required frequency of the reporting? (daily- only if accounting will be SDV, 
or monthly}? 

The minimum is monthly. 

3. Is there any interest in commingled look through reporting? 

Yes. This is a service that the St ate would like to consider. 

16 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Robert Feinstein 

Thursday, December 22, 2011 2:26 PM 
Adam Jordan; Hershel Harper; Rebecca Gunnlaugsson 

Nancy Shealy 

Attachments: 
Custody RFP - Initial draft of Commission's responses 
SC Ba nkCustodyQa ndACa II a n-12- 21-2011SC RSIC.docx 

I have attached an initial draft of the Commission's proposed responses to vendor q's. will sit down I speak with any 
takers!!! 

Thanks, 

R. 

ROBifR.T FEINSTEIN I CHIEF LEGAl OfFiCER 
p 803.737.6809 IF 803.737.7070 I IUEI.NSTBlN@IC.SC.GOV 
1201 MAIN STREET I SUITE 1510 I COLUMBIA. scI 29201 

SOUTH CAROLiNA RETIR.EMl:NT SYSTEM 

[NVESTMENT COMMISSION 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 
Attachments: 

Robert Feinstein 
Thursday, December 22, 2011 6:42 PM 
Leidinger, Bill; 'Abesamis, Bo' 
Hershel Harper; Tahiliani, Shakun; Condon, Bill; McDermott, Mike; Adam Jordan; Nancy 
Shealy; Tammy Nichols 
RE: Responses from investment Commision to RFP Questions 
SC Ban kCu stodyQa ndACalla n-12-21-2011SCRSIC FINAL.docx; Composite .pdf; 
ic.sc.gov_Publications_Reports_Fisca1Year20112012.pdf 

I have attached a copy of the Investment Commission's responses to the vendors' questions. 
In order to make it easy for Bo to cut and paste, I've tried to indicate the Commission's responses by using an underlined 
lead-in. A handful of other proposed edits are highlighted in yellow. 
The document entitled "Composite" provides the answer to State Street q. 1, and the listing of benchmarks (State Street 

q. 2) may be found in the other PDF. 
Best wishes, 
Robert Feinstein 
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STATE STREET 

MASTER TRUST /CUSTODY RFP 
QUESTIONS AND ANSWERS 

1. Can South Carolina provide a list of the performance composites? 

The number of composites is as follows: 

SCRS Trust Funds: 
1. A listing of the composites 

presently maintained on the 
Custodian's performance system is 
attached at Appendix I. 

2. Number of Plans= 5 

(Callan comment: Kindly check if the number of composites is correct. Investment Commission to 
verify.) 

2. Can South Carolina send us a list of the benchmarks that the different portfolios and 
composites are measured against? If there are any custom benchmarks, could they include a 
description of the component pieces? 

The benchmarks are: 

SCRS Trust Funds: A listing of the 
benchmarks utilized by the Commission is 
attached at Appendix II. 
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(Callan comment: Investment Commission to list both standard and custom benchmarks utilized to 
date.) 

3. Is performance required on the individual plans? Down to what level? How will State Street 
handle the plan accounting? 

SCRS Trust Funds: Performance is calculated on an aggregated basis as the assets of the five DB plans 
are pooled for investment purposes. Plan accounting is required based on a master trust environment 
which includes the allocation of income/expenses to the plans for the trust. 

(Callan comment: Please verify if the above language is appropriate.) 

4. Terms and conditions - pages 53- 61- would describe the manner in which we can provide 
any comments these provisions? 

(Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation. 

5. Please provide any South Carolina State Treasurer imposed securities lending restrictions that 
are in place in your current lending program? 

Securities Lending is subject to restrictions. If allowed, only separate accounts would be subject to 
securities lending. State shall have the right to restrict specific borrowers, forms of collatera l, and 
collateral reinvestment. Current securities lending is restricted to overnight investments on ly. 

SCRS Trust Funds: As noted at page 42 of the Investment Commission's Annual Investment Report (copy 
now available at http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ), the Investment 
Commission "continues to maintain a low risk approach within the securities lending program. There
investment of the cash collateral continues to be restricted to short-term, very low risk securities." The 
Investment Commission will need to determine whether it is advisable for the SCRS trust funds to 
continue to participate in a securities lending program, and if so, what investment parameters and 
guidelines will govern this program. 

(Callan comment. Please verify if the above is acceptable and appropriate.) 
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6. Are there any legacy collateral reinvestment assets that would need to be funded through a 
transition to a new provider? If yes, can these investments and their current market value be 
shared? 

Yes. The current program has unrealized losses and impairments. [See table below, which provides 
information as of [9/30/2011 ??] 

SCRS Trust Funds: The Investment Commission, the entity responsible for investing and managing the 
assets of the SCRS, will need to determine the disposition of such legacy assets. 

State of South Carolina ~curities Lending 

Distressed Collateral Investment 

r 
Losses 
Treasurer 

Lehman Par 
35,000,000 

Lehman Unrealized 
Loss@ 23.75 ABS Unrealized loss I Total 

-26,687,500 -9,040,487 ·35, 727,9871 

Retirement Commission 1=====:,1;;;;29~,7~5,;,:0,;;;00;;;;0~===-,;;,98~,;;,;93;.;4~,3;,;,;75~Pu;;;.r~ch,;,;a~se;;,;d:;.;b~y,;;S,;;C,;;l0;;;,/~0991~--......;-9;.;;8~,9,;;,34,;;,,;;;37.;;!5 

Total 164,750,0001 ---(1-25,6= -r- (9,040,487) j l34,662,3~2l) 
Earnings Reserve Balance (as of 9/30/2011) - i 
Treasurer - I $4,497,872 ' 

RetirementCommission--r- $16,903,118 1 

Total $21,400,990 I 

(Callan comment: Please verify if the above information is appropriate to disclose.) 

7. What types of noncash collateral are acceptable for loans? 

Acceptable collateral is limited to US$ cash, irrevocable letters of credit, and US Gov't Securities. 
(Callan comment: Please verify if the above is the case.) 

8. What is the securities lending fee split arrangement in your current lending program? 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the SCRS Trust Funds or other applicable State fund receives the remaining 85% 
allocation. 

No. 

9. Are you currently paying a cash management fee for investing your securities lending cash 
collateral in a separately managed account? 

Securities Lending 
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1. Discuss how your organization employs arbitrage and non-traditional transactions for your 
securities lending agent program. Can you please specify what types of non-traditional 
transactions are being referred to in this question? In particular, are non-traditional 
transactions referring to non-traditional securities lending transactions or something else? 
Can you please also provide guidance on what specifically is meant by arbitrage transactions 
in this question? 

This question refers to traditional securities lending as promulgated by the safe harbor provisions of 
ERISA Dol PTE 81-6. 

{Callan comment: I am defaulting to ERISA Dept. of Labor to address this question so that there is no 
ambiguity on what is acceptable on the general acceptable framework for lending securities in 
retirement plans. lfthis is not the case, please provide a more appropriate answer. Based on what I 
have read in documents, the program is straight traditional lending.) 

2. Explain how your securities lending program is T +1 and STP processing ready. Discuss how 
your securities lending program is in compliance with industry standards. Regarding T + 1, is 
this question asking us to comment on how ready we are to support a one day settlement 
cycle should it be adopted in the equity markets as was proposed a number of years ago? 

Correct. This question refers to support of one day settlement which impacts both mark to market 
process and recall of securities out on loan. 

3. (i) The Request For Proposal included a "Terms and Conditions" section, which listed 
provisions relating to the Contract Documents, Order of Precedence and a Record of 
Negotiations. There is also the concept in II.A ("Genera/Instructions") that a contract would 
be binding between the Offerer upon acceptance by the State of South Carolina. Please 
confirm that these provisions are not applicable to the provision of securities lending services. 
State Street delivers securities lending services separately from custodial services and the 
contract governing securities lending services: (i) would not be part of the custody agreement; 
(ii) would contain terms mutually agreed to between State Street and the State of South 
Carolina prior to delivery of lending services (and no contract between State Street and the 
State of South Carolina with respect to securities lending services would be effective prior to 
such agreement), and (iii) would expressly not include provisions of any other document, 
including without limitation, the custody agreement, the RFP or the responses thereto. State 
Street will attach to its response to the RFP our form securities lending authorization 
agreement. State Street would be willing and eager to discuss our form agreement and any 
concerns the State of South Carolina has with our form and we are confident we could come to 
mutual agreement on any contractual issues that may arise. 

{Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation.) 

NORTHERN TRUST 

1. Can you provide a copy of the custody agreement you have with your current provider? 
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(Callan comment: This is up to the Treasurer's Office to disclose.) 

2. The RFP prohibits inclusion of "standard contract forms" in our proposal and the Terms and 
Conditions contained in the RFP are not entirely applicable to a financial services contract; 
does the State anticipate negotiating such provisions in the final contract? Does the State 
anticipate that the Terms and Conditions (General and Special) will constitute the "binding 
contract upon final award", without additional custody-related provisions? 

{Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation.) 

3. Can you identify for bidders any laws, codes, ordinances, rules, regulations applicable to 
custodians of public fund assets in South Carolina? 

{Callan comment: This is coming from a provider that does not want to do research . The State can 
decide on how to proceed with this request.) 

4. Would you please provide your current securities lending fee schedule? Has your fee 
arrangement changed in the past 48 months? If so, please explain. 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the SCRS Trust Funds or other applicable State fund receives the remaining 85% 
allocation. 

s. What is your current loan volume? 

As of 12/13/11, the SCRS Trust Funds loan volume was $231,846,900.65, and State Treasurer 
$93,365,641.23 (unaudited numbers). 

6. Do you have any impaired legacy assets? Will you wish to transition the legacy assets to the 
new provider? 

SCRS Trust Funds: Information on legacy assets is provided below as of [9/30/11??]. The Investment 
Commission, the entity responsible for investing and managing the assets of the SCRS, will need to 
determine the disposition of such legacy assets. 



000427

State of South Carolina Securities Lending 

Distressed Collateral Investment - J- 1 Lehman Unrealized 
Losses Lehman Par Loss@ 23.75 Total 
Treasure r 35,000,000 -26,687,500 -9,040,487 -35,727,987 

! RetirementCommiss~ - -i=====~12;;;9~,7.;;;.5;,:0,,;,;00;,;0.;..[ ___ =-;;.;98~,9;;;3;.,;,4,~37;;;5~Pu=r=ch=a,;,.se;.,;,d=b..:.y.;,S.;.C_10;.;./.;..09..,...~===-9,;;,8,~93;;,4~,3;;795 
Total -1--- 164,750,0001 (125,621,875) (9,040,487)1 (134,662,362)1 

Earnings Reserve Balance (as of 9/30/2011) j 
Treasurer 
Retirement Commission 

Total 

$4,497,872 
$16,903,118 ! 

$21,4oo,99o 1 

{Callan comment: Please verify if ok to disclose the above.) 

7. Do you currently participate in a collateral pool or a custom fund for your cash collateral? 
Custom collateral funds are maintained separately for both the Pension Trust funds and the other 
applicable State funds. 

SCRS Trust Funds: The Investment Commission will need to determine whether it desires to continue 
using this type of collateral reinvestment arrangement for the SCRS trust funds. 

(Callan comment. Please verify if the above is acceptable and appropriate.) 

8. Will you please provide your current collateral guidelines? 

The current guidelines only allow overnight collateralized repos. 

SCRS Trust Funds: As noted at page 42 ofthe Investment Commission's Annual Investment Report (copy 
now available at http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ), the Investment 
Commission "continues to maintain a low risk approach within the securities lending program. The re
investment of the cash collateral continues to be restricted to short-term, very low r isk securities." The 
Investment Commission will need to determine whether it is advisable fo r the SCRS trust funds to 
continue to participate in a securities lending program, and if so, what investment parameters and 
guidelines will govern this program. 

(Callan comment. Please verify if the above is acceptable and appropriate.) 

9. Have your guidelines changed in the past four years? If so, please explain. 

SCRS Trust Funds: The Investment Commission directed the current securities lending agent to alter the 
investment guidelines applicable to reinvestment of securities lending collateral in the fall of 2008. The 
Investment Commission will need to determine whether it is advisable for the SCRS trust funds to 
continue to participate in a securities lending program, and if so, what investment parameters and 
guidelines will govern this program. 
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(Callan comment. Please verify if the above is acceptable and appropriate.) 

10. Do you currently have any borrower or loan restrictions or caps on your lending activity? 

Securities Lending is subject to restrictions. Only separate accounts would be subject to securities 
lending. 

SCRS Trust Funds: Under the terms of existing securities lending agreement, the securities lending agent 
has discretion with regard to the selection of counterparties, and the establishment of loan terms. The 
Investment Commission will need to determine whether it is advisable for the SCRS trust funds to 
continue to participate in a securities lending program and, if so, what investment parameters and 
guidelines will govern the program. Current securities lending is restricted to overnight investments 
on ly. 

{Callan comment. Please verify if the above is acceptable and appropriate.) 

11. Do you vote proxies? 

Investment managers are responsible for voting proxies and all mandatory corporate actions. 

SCRS Trust Funds: The Investment Commission does not presently have a policy requiring recall of 
borrowed securities for the purposes of voting proxies, but, on a case by case basis, a manager may 
request that the Investment Commission direct the securities lending agent to recall a security out on 
loan. The Investment Commission will need to determine whether to continue or modify this policy. 

12. Section M, Question 1 of the RFP: 
M. Other Services {For Consideration and Review) 
1} The State Treasurer requires the custody bank to maintain $50 million of US Treasuries in 
escrow with the Federal Reserve to meet the State cash requirements. Are you able to meet 
this additional requirement? 

a. Could you please clarify what the "State cash requirements" are, including references 
to the specific South Carolina statutes or regulations from which they derive? Does 
this refer to cash on deposit with the successful bidder? 

This refers to any end of the day un-invested cash left in the account due to a broker failure or late 
payments. Normal practice is to draw down the cash balance to zero each day. 

b. Will the $50 million referenced be posted by Northern or the State? How was that 
figure determined? 

The amount is posted by the custodial bank. $50 mil lion figure was determined to be an appropriate 
amount based on the historical end ofthe day cash balance. 

c. Will an escrow agreement be necessary with respect to this arrangement? If so, what 
are the terms of such an arrangement {e.g., who are the parties, who posts the 
collateral, who keeps the earnings on such collateral)? If there is an approved and 
required form of agreement, could copies please be provided for review? 
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Yes, an escrow agreement should be established between the custodial bank and the Federal Reserve. 
The custodial bank should post the collateral and will retain the earnings. 

CITIBANK 

Custody 
General 

1. Page 39 {Section M-Other Services, Question #2)- For the LGIP fund, how is transfer agency 
and shareholder services currently handled? (The section title "Other Services" implies that 
these services are currently not being done by the custodian). 

Transfer agency and shareholder services are handled internally by the State Treasurer's Office. 

2. Page 24 (General Service Requirements)- Can you clarify what is meant by "the custody bank 
is required to provide support for regulatory and GASB reporting requirements."? Is South 
Carolina looking for the bidder to produce GASB reporting on their behalf or to provide data 
that the State can use to create their own GASB report? 

The State is responsible for all GASB reporting. However, the custodian provides comprehensive reports 
to support the GASB and CAFRs reporting of the State. 

{Callan comment: Please verify if the above response is acceptable.) 

3. Page 24 (General Service Requirements) -Includes "Drill down or shadow accounting would be 
critical to both commingled funds/partnerships and mutual funds. Weekly "not in bank" asset 
collateral pricing is required and consolidated reporting of all cash balances both custodied 
and non-custodied accounts." Where will the custody bank get this information from?- South 
Carolina staff or each individual manager involved in managing these off custodian assets? 

The custodian bank must be able to provide "drill down or look-through" capabilities for commingled 
funds. The custodian bank should also have the necessary drill down tools for alternative investments, 
whether through internal applications or third party providers. The Stakeholders (as defined in the RFP) 
are interested in receiving proposals wh ich may include products or services that address the provision 
of such capabilities. 

4. Page 24 (General Requirements) -You reference linkages to QED, but Section M. 4), Other 
Services (page 39), references the potential of platforms that have equal or better capabilities 
to QED. Is the State of South Carolina contemplating a change for this type of investment 
accounting? 

Yes, the Stakeholders do contemplate some level of future change in investment accounting processes. 
As a result, the Stakeholders would like to review equal or better platforms offered by the custodian 
banks relative to QED. 

5. Page 35 (Section H. Accounting and Reporting- Question 17)- Regarding Trade Cost Analysis
Can we get details on what is required for the "Trade Cost Analysis Report"? Do you mean 
best execution market comparisons or effective cost reporting? 
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Trade cost analysis refers to best execution market comparisons. 

6. We have reviewed the service requirements in the RFP and are confident that these 
requirements can be met by a Master Custodian. Please confirm whether the vendor can 
present its bid in a non-fiduciary Master Custodian capacity. Also please provide additional 
clarity on your views on the fiduciary functions associated with a Master Custodian. 

(Callan comment: Please check if response is appropriate and covers the intent of the State or should 
the State disclose t he current agreements .) 

Securities Lending 
1. Would you please provide your current securities lending fee schedule? 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the SCRS Trust Funds or other applicable State fund receives the remaining 85% 
allocation. 

2. What is the current on-loan balance for your portfolio? 

As of 12/13/11, the SCRS Trust Funds loan volume was $231,846,900.65 and State Treasurer 
$93,365,641.23 (unaudited numbers). 

Alternative Investments 
1. Can you clarify the total AUM across each portfolio into Private Equity, Real Estate and Hedge 

Funds assets? And please also give the number of individual fund investments within each 
category? 

SCRS Trust Funds: Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific 
breakdowns. 

2. For the Private Equity, Real Estate, and Hedge Fund assets can you detail the vintage 
year/inception date around each investment? 

SCRS Trust Funds: No private market or hedge fund strategy is older than 2007. Additional information 
will not be provided at this phase of the evaluation process. 

(Callan comment: I would rather not detail this information, unless the Investment Commission would 
like to do so.) 

3. Of the Private Equity investments, can South Carolina provide a more detailed breakdown for 
each asset class: 
a. Total commitment amounts 
b. Unfunded amounts 
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SCRS Trust Funds: Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific 
breakdowns. As of June 30, 2011, the SCRS trust funds held approximately 102 private market 
investments (across private equity, private debt, and real estate) totaling approximately $7.6 billion in 
commitments. 

(Callan comment: I would rather not detail this information, unless the Investment Commission would 
like to do so.) 

4. Has South Carolina created any Special Purpose Vehicles or other type of Entities requiring 
accounting, ad min, and reporting services as it relates to Hedge Funds, Private Equity, and 
Rea I Estate? 

SCRSIC response: The Investment Commission's Annual Investment Report (copy now available at 
http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ) provides extensive information 
about the structure and makeup of the SCRS trust funds' portfolio. The supplemental information 
requested will not be provided at this phase of the evaluation process. 

(Callan comment: I would rather not detail this information, unless the Investment Commission would 
like to do so.) 

5. As part of the solution from the bidder, is South Carolina expecting the estimated price or just 
the final price? 

Estimated. 

Please complete VIII: Cost Proposal as specified. 

OTC Related Questions 
1. Can the state provide as much details as possible around the number of open positions and 

average weekly volumes for the below OTC product types: Place an N/ A under the not 
applicable products. 

a. Interest Rate Swaps 
b. Swaptions 
c. Caps/Floors 
d. Single Name Credit Default Swaps 
e. Index Credit Default Swaps 
f. Equity Swaps 
g. OTC Equity Options 
h. Voi/Var Swaps 
i. FX Options- vanilla 
j. FX Options- exotic 
k. Non-Deliverable Forwards 
I. Commodity Swaps 
m. Other OTC Products not listed 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

2. Please indicate the services required (Yes or No): 
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a. OTC Settlements 
b. Collateral Management 
c. Confirms Processing 
d. Valuations 
e. Accounting 
f. Reconciliations 

SCRS Trust Funds: All of the above services are required specific to the derivatives and overlay strategies 
currently deployed by the Investment Commission. 

{Callan comment: Please verify if the above response is appropriate and required by the Investment 
Commission. Or is this handled by another provider or by the investment managers.) 

3. If requiring OTC Settlements, Collateral Management, or Confirms Processing, please indicate 
the following: 

a. How many ISDA Agreements do you currently have executed? With who? 
b. Do you intend on executing ISDA's with additional counterparties in the future? 
c. Have you executed any Give-Up or Intermediation Agreements? If so, with who? 

SCRSIC response: ISDAs are presently entered into by certain investment managers. 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 

4. Please indicate what, if any in house order management, trading, or risk systems you use? 

SCRS Trust Funds: 
Trading and Order Management- Other than certain internally managed short duration fixed income 
portfolios, the SCRSIC employs external investment management firms. 
Risk systems- The Investment Commission is in the process of implementing a risk program and is 
interested in learning more about the risk analytic capabilities which proposed Offerors may have, either 
in conjunction with or separate from, core custody services. 

{Callan comment: Please verify if the response is accurate.) 

5. Do you currently utilize any industry electronic trading or confirmation platforms, such as 
DTCC, MarkitWire, Ice Link, VCON, T-Zero? If so please indicate which ones are used and the 
products being traded/confirmed on each. 

SCRSIC Response: Bloomberg's VCON function is used by the Investment Commission. 

{Callan comment: This should be verified by both Treasurer's Office and the Investment Commission. 
The above are primarily utilized for in-house investment management for all types of securities.) 

6. If requiring OTC Settlements services, please explain your current settlements process? 

SCRSIC Response: At the present time, all public equity portfolios are externally managed. 
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(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 

7. If requiring Collateral Management services, please answer the following: 
a. Typically what type of collateral is exchanged, Cash only, Cash and/or Securities, 

Securities only? 
b. Please indicate what currencies you exchange collateral in? 
c. If exchanging securities, please indicate what type of securities are being exchanged? 

SCRSIC response: Securities only. 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 

8. If requiring Valuation services, please answer the following: 
a. Briefly describe your firms' pricing/valuation policy? When necessary we will go into 

further detail on this topic. If no pricing/valuation policy exists, please indicate 
accordingly. 

b. Do you require T+O valuations? 
c. Do you require more than 1 end of day valuation run {ie. Close books for various time 

zones)? If yes please indicate at what times you require valuations to be run. 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 
SCRSIC response- The Investment Commission currently obtains end of month pricing from the 
custodian. (Note: The custodian does provide valuations of a few in-bank assets-FI and public equity 
only-daily) . The Investment Commission does not require T +0 valuation. The State is interested in 
solutions which can provide T +1 valuations across all asset classes, either as a part of custody services or 
as a separate service contract. 

9. Do you have any specific reporting requirements that might fall outside of a standard 
reporting package? If so, please indicate the type of report, data required and frequency of 
delivery. 

(Callan comment: The Investment Commission may want to review and provide the information as 
asked unless the above are all controlled by the investment manager.) 
SCRSIC Response: The Investment Commission does not believe that it is currently requiring any 
reporting that might fall outside of standard reporting packages. However, the Investment Commission 
would be interested in learning more about Offerors' standard and premium reporting service 
capabilities. 

BNY MEllON 

1. Could you please clarify what types of penalties are included under "monetary penalties" in 
the Setoff provision in the Terms and Conditions section of the RFP? 

(Callan comment: This needs to be verified by the State Treasure and Procurement.) 
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2. In order to comply with applicable law, would it be possible for us to include certain 
boilerplate agreements/language in our RFP response? 

(Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation. 

3. The definition of a subcontractor in Section C-8 includes "pricing". Can you please clarify 
what was meant by a "pricing subcontractor" in this section? Financial pricing data is licensed 
as a standard product under terms dictated by the data licensor from a short list of identified 
sources. It is not typically a subcontracted service. 

(Callan comment: State should formulate a response if State would allow for changes or allowable form 
of negotiation. 

DEUTSCHE BANK 

1. Nonresident Taxpayer Registrations Affidavit Income Tax Withholding: Would you kindly 
clarify if it is mandatory that we complete & submit the registration form with the RFP? 

(Callan comment: This needs to be verified as required by the State Treasurer or Procurement.) 

2. Will any legacy assets be transitioning with the program? 

SCRS Trust Funds: As noted above, certain legacy assets exist. See table below providing information as 

of (9/30/11??). The Investment Commission, the entity responsible for investing and managing the 

assets of the SCRS trust funds, will need to determine whether it is advisable for the SCRS trust funds to 

continue to participate in a securities lending program, and if so, the disposition of such legacy assets. 

Losses 

Treasure r 

Retirement Commission 

Total 

State of South Carolina Securities Lending 

Distressed Collateral Investment 

Lehman Par 

35,000,000 

129,750,000 

164,750,0001 

Lehman Unrealized 

Loss@ 23.75_ ABS Unrealized loss 

-26,687,5001 -9,040,487 
-98,934,375 Purchased by SC 10/091 

{125,621,875) (9,040,487) 

Earnings Reserve Balance {as of 9/30/2011) 

Treasurer 

Reti rement Commission 

Tota l 

$4,497,872 

$16,903,118 T 
$21,400,990 I 

Total 
-35,727,987 

-98,934,375 

( 134,662,362)1 



000435

(Callan comment: Please verify if ok to disclose the above. Deutsche Bank will only bid for securities 
lending based on their questions. If new securities lending agent is/are identified, the legacy assets may 
need to be transit ioned.) 

3. Could you provide a tax matrix for the international equities? 

(Callan comment: This information is normally maintained by BNY Mellon the custodian and current 
securities lending agent. Deutsche Bank would like to see how much dividend tax arbitrage type lending 
can they achieve.) 

4. Would South Carolina consider a bid for just one asset class? 

Depending on the extent of risk oversight and the operationa l costs involved, the State may consider 
such a bid. 

Additional SCRSIC Response: The Investment Commission will need to determine w hether it is advisable 

for the SCRS trust funds to continue to participate in a securities lending program, and if so, whether it 

desires to administer a single- or multi-agent program structure. 

(Callan comment: Please verify if the response is appropriate.) 

JP MORGAN 

General Questions: 

1. Regarding Page 51; Section V. QUALIFICATIONS; QUALIFICATION OF OFFEROR Bullet Point 4. 
"The offeror must be authorized to conduct a trust/custody business in the State of South 
Carolina" Is this mandatory minimum qualification referring to a State-granted authority? 
And, is a federally chartered, national banking association, authorized by the Comptroller of 
the Currency of the US Department of the Treasury, to carry out banking/trust business an 
acceptable qualification? 

(Callan comment: State should formulate a response) . 

2. Do you require the custodian contemplated by this RFP to be a SC qualified public depository? 

(Callan comment: State should formulate a response.) 

3. Concerning the "NUMBER OF COPIES TO BE SUBMITIED: One {1) original in hardcopy and 
eight (8) copies (marked 'copy') Two (2) electronic copies, one(l)as specified Magnetic 
Media, and one(l) as specified Submitting Redacted Offers. The Instructions speak about 
submitting 2 Electronic Copies. Since the Magnetic media is going to be a separate 
submissions this electronic must be an email submission? If yes, to whom all do these emails 
have to be marked? 

(Callan comment: State should formulate a response.) 
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Performance Measurement Related Questions: 

1. On Page 20-22 of the RFP {Strategic Partnership- Transition Accounts) does South Carolina 
State Treasurer require the custodian to provide performance reporting on the managers 
listed? If yes, can you please specify which are separately managed and/or commingled 
fund/line-item accounts? 

SCRSIC Response: Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific 
breakdowns. In addition, please refer to page 48 of the South Carolina Retirement System's 
Comprehensive Annual Financial Report for Fiscal Year 2011 (copy now available at the Retirement 
System's website}. Across all Strategic Partnerships, the SCRS trust funds' portfolio currently has 
approximately 105 underlying investments spanning va rious asset classes. Currently, the custodian only 
provides performance reporting at the asset class level for each Strategic Partnership. The Investment 
Commission is interested in obtaining performance reporting at the underlying investment level. The 
Investment Commission will determine whether this type of performance reporting solution will be 
achieved as part of the custody relationship or through separately contracted fund administration 
services. 

2. Are you currently receiving daily and monthly performance measurement and analytics 
reporting from your current custodian? Is so, can you elaborate on specific reporting 
requirements? 

SCRSIC Response: The current custodian provides basic performance measurement and analytics. The 
main delive rables are return calculations only. The Investment Commission is interested in receiving 
proposals which provide detailed information regarding Offerors' performance reporting capabilities. 

3. Does South Carolina State Treasurer require the custodian to provide performance 
measurement or analytic services for the underlying holdings contained within the mutual 
fund/commingled fund portfolios? 

SCRSIC Response: The Investment Commission is interested in receiving proposals which provide 
detailed information regarding Offerors' ability to provide "drill down or look through" capabilities. 

4. Do you currently receive value-at-risk (VaR) reporting from your current custodian today? If 
no, do you plan on implementing this service within the next 6-12 months? If, VaR reporting 
is required: 

SCRSIC Response: No. The Investment Commission is interested in receiving proposals which provide 
detailed information regarding Offerors' VaR reporting capabilities. Depending on the service 
availabi lity from the custodian bank, the State would implement such services as soon as practicable. 

5. Do you require relative VaR (VaR of benchmark vs. VaR of portfolio)? 

SCRSIC Response: The Investment Commission is interested in receiving proposals which provide 
detailed information regarding Offerors' ability to provide VaR or enterprise risk management services. 

6. Do you require historical Simulation, Monte Carlo, no decay factor I decay factor? 
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SCRSIC Response: The Investment Commission is interested in receiving proposals which provide 
detailed information regarding Offerors' ability to provide VaR, stress testing, scenario analysis and/or 
enterprise risk management services. 

7. Do you require ex-ante tracking error reporting? 

SCRSIC Response: The Investment Commission is interested in receiving proposals which provide 
detailed information regarding Offerors' ability to provide VaR, stress testing, scenario analysis and/or 
enterprise risk management services. 

8. Can you please provide sample performance and analytics reports that you are currently 
receiving from your custodian. 

SCRSIC Response: The Investment Commission presently receives basic return calculations and other 
basic performance reports. The Investment Commission is interested in receiving proposals which 
provide detailed information regarding Offerors' reporting capabilities. 

Alternative Investments Related Questions: 

1) Can you please confirm the number of investments that are in scope for Private Equity 

Services? 

SCRS Trust Funds: Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific 
breakdowns. In addition~ Please refer to page 48 of the South Carolina Retirement System's 
Comprehensive Annual Financial Report for Fiscal Year 2011. South Carolina currently has approximately 
102 private market investments {across private equity, private debt, and real estate) totaling 
approximately $7.6 billion in commitments. 

Securities Lending Related Questions 

1. Can you please provide the current (and expected) cash collateral investment guidelines for 
your program? 

SCRS Trust Funds: As noted at page 42 of the Investment Commission's Annual Investment Report {copy 
now avai lab le at http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ), the Investment 
Commission "continues to maintain a low risk approach within the securities lending program. The re
investment ofthe cash collateral continues to be restricted to short-term, very low risk securities." The 
Investment Commission will need to determine whether it is advisable for the SCRS trust funds to 
continue to participate in a securities lending program, and if so, what investment parameters and 
guidelines will govern this program. 

2. Are you currently directing your cash collateral investment into a commingled or separately 
managed account? 

Custom co llateral funds are maintained separately for both the Pension Trust funds and the other 
applicable State funds. SCRS Trust Funds: The Investment Commission will need to determine whether 
it desires to continue using this type of collatera l reinvestment arrangement for the SCRS trust f unds. 
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3. Based on your 2010 CAFR- 11Securities lending obligations at June 30, 2010, were $429.065 
million with the unrealized loss in invested cash collateral of $104.472 million"- please provide 
a detailed listing (excel file) for these investments, to allow respondents access to information 
currently available to your current provider. In addition, are you expecting to transition any of 
these legacy cash collateral investments to the new provider? If so please provide the exact 
nature, tenor, duration, credit-worthiness of these investments since they will need to be 
analyzed by all respondents. 

SCRS Trust Funds: Information on legacy assets is provided below as of [9/30/11??]. The Investment 
Com mission, the entity responsible for investing and managing the assets of the SCRS, will need to 
determine the disposition of such legacy assets. 

State of South Carolina Securities lending 

Distressed Collateral Investment 

losses ----
Treasurer f lehman Unrealized 

_ lehman Par , loss@ 23.75 ABS Unrealized loss 

- 35,000,000- - .: _2§,687,500, -9,040,487 

Total 
-35,727,987 

---
Retirement Commission 129 750 000 -98 934 375 Purchased by SC 10/09 1 

' ' ' ' 
-98 934 375 

' ' 
!Total . ··------- I 164,750,000 (125,621,875) . (9,040!487) (134!662,3~) 

Earnin_gs Reserve_~alance ( 

Treasurer'-____ _ 

Retirement Commission 

lrotal 

-, 
as of 9/30/2011) 

I 
$4,497,872 

$16,903,118 I 
$21,4oo,99o I 

(Callan comment: Please verify if ok to disclose the above.) 

Cash Liquidity Related Questions 

--

·- - ·-·--+·----

- --

1. Concerning your asset listing, for balances where the security description is 11Cash- Non 
custodied," where is this cash held and is it placed in a short term investment vehicle? 

Non-custodied cash is held at Wells Fargo bank and invested in a government advantage account. 

J _ _j 

2. Please provide further detail on balances where the Security description is just 11Cash"-where 
is this cash held and the investment details ? 

Cash is held by custodial bank and invested in a Dreyfus sweep vehicle. 

3. Do you utilize a custodian sweep vehicle? If so, for what percentage of the total cash 
portfolio? 

See answers provided above. 
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4. What types of foreign currencies do you hold, and in what amounts? Can you provide a list of 
your foreign currencies average daily balances by market? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, Please refer page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report/or Fiscal Year 2011. 

Benefit Payments Related Questions: 
1. Are your benefit payments done in-house today or by your custodian? 

Benefit payments are processed in house by the Retirement Systems using internally developed 
software and the custodial bank will not have any responsibilities related to benefit payments other 
than recording the deposit and requisition totals for funding purposes. The questions below are not 
applicable and not contemplated as services required of the custodian bank. 

2. Can you provide the number of monthly checks paid? 
3. Can you provide the number of monthly ACH paid? 
4. Can you provide the number of tax forms? 
s. Can you provide the annual number of lump sum payments? 
6. Do you have a third party administrator? 
1. Do you have a call center or website for your participant payments? 

Compliance Reporting Related Questions: 
1. How many separately managed (active) accounts would require Compliance Reporting? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

2. What would be the required frequency of the reporting? (daily- only if accounting will be SDV, 
or monthly)? 

The minimum is monthly. 

3. Is there any interest in commingled look through reporting? 

Yes. The Stakeholders (as defined in t he RFP) are interested in receiving proposals which may include 
products or services that address the provision of such capabilities. 
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Equity Fixed Income 
Total Equity Composite Fixed Income 
Total Large Cap Domestic lnvt Grade Fixed Income 
Total Large Value Total Non-Core Fixed Income 
Total Smid Cap Total Global Fixed Income 
Smid Cap Growth Total High Yield 
Smid Cap Value Emerging Market Debt 
Total Emerging Markets Equity 
Total Small Cap Core Absolute Return (Hedge Funds) 
Total Small Cap Value Total Absolute Return 
Composite Equity Active Morgan Stanley Completion 
Total US Equity Mariner- Hedge Fund Composite 
Total International Equity (Non-US) DE Shaw- Hedge Fund Composite 
Total Large Cap Active Total Bridgewater Pure Alpha 
Large Cap Core Active Grosvenor Hedge Fund Composite 
Total Large Cap Core 
Total Large Growth Asset Allocation 
Large Cap Index Fund Total Asset Allocation 
Total Small Cap Active GMO Composite 
Small Cap Core Active 
Small Cap Index Fund Opportunistic Credit 

Total Opportunistic Credit 
Cash and Short Duration DE Shaw- Opp Credit Composite 

TCW- Opp Credit Composite 
Total Cash Equivalents 
Total Cash and Short Duration Real Estate 
SCRS Short Duration Total Real Estate 
Retirement Cash- NIB 
Retirement 2% AccT Other Composites: 
Total Cash NAT Guard Combined Total Alternatives 
Total Cash Retirement Combined Total SC 
Total Cash Police Combined Total SC With Overlay 
Total Cash Judges Combined Total SC With Overlay SEC Lending 
Total Cash G Assembly Combined 

Private Equity 
Total Private Equity Total Composites: 53 
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Performance Objectives and Benchmarks 

The performance objectives for the Portfolio's asset classes are specified be low. Each asset class defi nes 

the Manager's investment strategy and Strategy Benchmarks, as well as the corresponding Pol icy 

Benchmarks. Individual manager performance w ithin these composit e asset classes will be evaluated 

against individual or blended performance benchmarks as specified i n th eir mandate w hen Managers 

are hired. The Policy benchmarks for composite asset classes w ill be b lended based upon the 

appropriate target weights of the underlying asset classes. 

Table 3. Summary of Investment Benchmarks 
Equities Policy Benchmark Manager! & Strategy Benchmark 

U.S. Large Cap Growth S&P 500 Russell 1000 Growth 

U.S. Large Cap Value S&P 500 Russell1000 Value 

U.S. Large Cap Core S&P 500 Russell1000 

U.S. Large Cap Core (Indexed or Enhanced) S&P 500 S&P 500 

U.S. Small/Mid Cap Growth Russell2500 Russell 2500 Growth 

U.S. Small/Mid Cap Value Russell 2500 Russell 2500 Value 

U.S. Small/Mid Cap Core Russell 2500 Russell 2500 

U.S. Small Cap Growth Russell 2000 Russell 2000 Growth 

U.S. Small Cap Value Russell 2000 Russell 2000 Va lue 

U.S. Small Cap Core Russell 2000 Russell2000 

International Equity MSCI EAFE Net MSCI EAFE Net 

Em erging Markets Equity MSCI EM E Net MSCI EM E Net 

Fixed Income 

Cash 90 Day Treasury Bills 90 Day Treasury Bills 

Short-Duration Fixed Income 
Merrill Lynch U.S. Treasuries 0-3 Merrill Lynch U.S. Treasuries 0-3 

Year Index Year Index 

Core Fixed Income BarCap U.S. Aggregate BarCap U.S. Aggregate 

Global Fixed Income BarCap Global Aggregate BarCap Global Aggregate 

High Yield Fixed Income BarCap High Yield BarCap High Yield 

Emerging Markets Debt J.P.M. EMBI Global Diversified J. P.M. EMBI Global Diversif ied 

Alternatives 

GAA 
50% M SCI World; 

50% S&P/Cit i WGBI 

GTAA 
50% M SCI World; 50% MSCI World; 

50% S&P/Citi WGB I 50% S&P/Citi WGBI 

Risk Parity 
50% MSCI Wor ld; 

90 Day Treasury Bills + 5% 
50% S&P/Citi WGBI 

Opportunistic Alpha HFRX Global Hedge Fund Index HFRX Global Hedge Fund Index 

Private Equity Venture Economics Vent ure Economics 

Opportunistic Credit/Privat e Debt Blended Benchmark' Blended Benchmark' 

Real Estate NCREIF NCREIF 

Commodities 
3 50% UBS/DJ Commodity; 50% UBS/DJ Commodity; 

50% BarCap WGIL 50% BarCap WGIL 
1 Manager benchmarks w1 1l be spec1fied 1n the contractua l documents. 
2 Blended benchmark is comprised of 1/3 Barclays Capital High Yield, 1/3 S&P/LSTA Leveraged Loan Index and 1/3 Barclays 
Capita l MBS Index. 
3 "BC WGIL" is the Barclays Capital World Government Inflation-Linked Bond Index. 

15 
Retirement System Investment Commission Annua l Investment Plan (FY 2011-2012) 

as adopted on 04/21/ 2011; effective on 07/01/2011 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 
Attachments: 

Importance: 

Bill, 

Abesamis, Bo <abesamis@callan.com> 
Monday, December 26, 2011 1:59 AM 
Biii.Leidinger@sto.sc.gov 
Hershel Harper; Tahiliani, Shakun; Condon, Bill; McDermott, Mike; Adam Jordan; Nancy 
Shealy; Tammy Nichols; Robert Feinstein 
Consolidated Trust/Custody Q&A - Dated 12/26/ 2012 
SC - Bank Custody QandA- Ca llan-12-26-2011.docx; Appendix I - Composites.pdf; 
Appendix II- Benchmarks.pdf 

High 

Attached please find the conso lidated draft 12-26-2011 for the Q&A for the Trust/Custody RFP. The only remaining 
questions that need to be answered by the State is page 10 under the BNY Mellon questions. Please also be sure to 
include Appendix I (composites) and II (benchmarks) are posted as part of the Q&A master document (see 
attachments). If the remaining questions are resolved, then the document and attachments are ready to be posted and 
a go for release. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco. CA 94111 
P. 41 5.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 

1 
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STATE STREET 

MASTER TRUST /CUSTODY RFP 
QUESTIONS AND ANSWERS 

1. Can South Carolina provide a list of the performance composites? 

SCRS Trust Funds: A listing of the composites presently maintained on the Custodian's performance 
system is attached at Appendix I. The number of Plans= 5. 

2. Can South Carolina send us a list of the benchmarks that the different portfolios and 
composites are measured against? If there are any custom benchmarks, could they include a 
description of the component pieces? 

SCRS Trust Funds: A listing ofthe benchmarks utilized by the Commission is attached at Appendix II. 

3. Is performance required on the individual plans? Down to what level? How will State Street 
handle the plan accounting? 

SCRS Trust Funds: Performance is calculated on an aggregated basis as the assets ofthe five DB plans 
are pooled for investment purposes. Plan accounting is required based on a master trust environment 
which includes the allocation of income/expenses to the plans for the trust. 

4. Terms and conditions- pages 53- 61- would describe the manner in which we can provide 
any comments these provisions? 

These are standard State procurement requirements. 

5. Please provide any South Carolina State Treasurer imposed securities lending restrictions that 
are in place in your current lending program? 

Securities Lending is subject to restrictions. If allowed, only separate accounts would be subject to 
securities lending. State shall have the right to restrict specific borrowers, forms of collateral, and 
collateral reinvestment. Current securities lending is restricted to overnight collateralized repurchase 
agreements only. 

SCRS Trust Funds: As noted at page 42 ofthe Investment Commission's Annual Investment Report (copy 
now available at http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ), the Investment 
Commission "continues to maintain a low risk approach within the securities lending program. There
investment of the cash collateral continues to be restricted to short-term, very low risk securities." The 
Investment Commission will need to determine whether it is advisab le for the SCRS trust funds to 
continue to participate in a securities lending program, and if so, what investment parameters and 
guidelines will govern this program. 

6. Are there any legacy collateral reinvestment assets that would need to be funded through a 
transition to a new provider? If yes, can these investments and their current market value be 
shared? 

1 
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Yes. The current program has unrealized losses and impairments. 

State of South Carolina Securities lending 

Distressed Collateral Investment (10/19/2011) 

losses lehman Par lehman ABS Unrealized Total 
Unrealized loss loss 
@ 23.75 

Treasurer 35,000,000 -26,687,500 -9,040,487 -35,727,987 

Retirement Systems 129,750,000 -98,934,375 Purchased by SC -98,934,375 
10/09 

Total 164,750,000 (125,621,875} (9,040,487} (134,662,362} 

SCRS Trust Funds: The Investment Commission, the entity responsible for investing and managing the 
assets of the SCRS, will need to determine the disposition of such legacy assets. 

7. What types of noncash collateral are acceptable for loans? 

Acceptable collateral is limited to US$ cash, irrevocable letters of credit, and US Gov't Securities. 

8. What is the securities lending fee split arrangement in your current lending program? 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the SCRS Trust Funds or other applicable State fund receives the remaining 85% 
allocation. 

No. 

9. Are you currently paying a cash management fee for investing your securities lending cash 
collateral in a separately managed account? 

Securities lending 
1. Discuss how your organization employs arbitrage and non-traditional transactions for your 

securities lending agent program. Can you please specify what types of non-traditional 
transactions are being referred to in this question? In particular, are non-traditional 
transactions referring to non-traditional securities lending transactions or something else? 
Can you please also provide guidance on what specifically is meant by arbitrage transactions 
in this question? 

This question refers to traditional securities lending as promulgated by the safe harbor provisions of 
ERISA Dol PTE 81-6. 

2. Explain how your securities lending program is T +1 and STP processing ready. Discuss how 
your securities lending program is in compliance with industry standards. Regarding T + 1, is 

2 
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this question asking us to comment on how ready we are to support a one day settlement 
cycle should it be adopted in the equity markets as was proposed a number of years ago? 

Correct. This question refers to support of one day settlement which impacts both mark to market 
process and recall of securities out on loan. 

3. (i) The Request For Proposal included a "Terms and Conditions" section, which listed 
provisions relating to the Contract Documents, Order of Precedence and a Record of 
Negotiations. There is also the concept in 1/.A {"Genera/Instructions") that a contract would 
be binding between the Offerer upon acceptance by the State of South Carolina. Please 
confirm that these provisions are not applicable to the provision of securities lending 
services. State Street delivers securities lending services separately from custodial services 
and the contract governing securities lending services: (i) would not be part of the custody 
agreement; (ii) would contain terms mutually agreed to between State Street and the State of 
South Carolina prior to delivery of lending services (and no contract between State Street and 
the State of South Carolina with respect to securities lending services would be effective prior 
to such agreement), and (iii) would expressly not include provisions of any other document, 
including without limitation, the custody agreement, the RFP or the responses thereto. State 
Street will attach to its response to the RFP our form securities lending authorization 
agreement. State Street would be willing and eager to discuss our form agreement and any 
concerns the State of South Carolina has with our form and we are confident we could come to 
mutual agreement on any contractual issues that may arise. 

These are standard State procurement terms and conditions. 

NORTHERN TRUST 

No. 

1. Can you provide a copy of the custody agreement you have with your current provider? 

2. The RFP prohibits inclusion of "standard contract forms" in our proposal and the Terms and 
Conditions contained in the RFP are not entirely applicable to a financial services contract; 
does the State anticipate negotiating such provisions in the final contract? Does the State 
anticipate that the Terms and Conditions (General and Special) will constitute the "binding 
contract upon final award", without additional custody-related provisions? 

These are standard State procurement terms and conditions. However, State Treasurer in his sole 
discretion may consider any custody related provisions which are determined to be in the best interest 
of the State. 

3. Can you identify for bidders any laws, codes, ordinances, rules, regulations applicable to 
custodians of public fund assets in South Carolina? 

This is the responsibility ofthe bidders. 

3 
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4. Would you please provide your current securities lending fee schedule? Has your fee 
arrangement changed in the past 48 months? If so, please explain. 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the SCRS Trust Funds or other applicable State fund receives the remaining 85% 
allocation. 

5. What is your current loan volume? 

As of 12/13/11 SCRS Trust Funds was $231,846,900.65 and State Treasurer was $93,365,641.23 

(unaudited numbers). 

6. Do you have any impaired legacy assets? Will you wish to transition the legacy assets to the 
new provider? 

Yes both the Pension Fund and other State funds hold impaired legacy assets. The Investment 
Commission will make investment related decisions for the Pension Fund and the State Treasurer for . 

other funds. 

State of South Carolina Securities Lending 

Distressed Collateral Investment (10/19/2011) 

Losses Lehman Par Lehman ABS Unrealized Total 
Unrealized Loss loss 
@ 23.75 

Treasurer 35,000,000 -26,687,500 -9,040,487 -35,727,987 

Retirement Systems 129,750,000 -98,934,375 Purchased by SC -98,934,375 
10/09 

Total 164,750,000 (125,621,875} (9,040,487} (134,662,362) 

SCRS Trust Funds: The Investment Commission, the entity responsible for investing and managing the 
assets of the SCRS, will need to determine the disposition of such legacy assets. 

1. Do you currently participate in a collateral pool or a custom fund for your cash collateral? 

Custom collateral funds are maintained separately for both the SCRS Trust Funds and the other 
applicable State funds. 

SCRS Trust Funds: The Investment Commission will need to determine whether it desires to continue 
using this type of collateral reinvestment arrangement for the SCRS Trust Funds. 

8. Will you please provide your current collateral guidelines? 

The current guidelines only allow overnight collateralized repurchase agreements only. 

4 
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SCRS Trust Funds: As noted at page 42 of the Investment Commission's Annual Investment Report (copy 
now available at http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ), the Investment 
Commission "continues to maintain a low risk approach within the securities lending program. The re
investment ofthe cash collateral continues to be restricted to short-term, very low risk securities." The 
Investment Commission will need to determine whether it is advisable for the SCRS trust funds to 
continue to participate in a securities lending program, and if so, what investment parameters and 
guidelines will govern this program. 

9. Have your guidelines changed in the past four years? If so, please explain. 

Yes, the guidelines have changed to only allow overnight collateralized repos. We are currently in the 
process of reviewing and revising these guidelines to better manage the overall risk of the program. 

SCRS Trust Funds: The Investment Commission directed the current securities lending agent to alter the 
investment guidelines applicable to reinvestment of securities lending collateral in the fall of 2008. The 
Investment Commission will need to determine whether it is advisab le for the SCRS trust funds to 
continue to participate in a securities lending program, and if so, what investment parameters and 
guidelines wil l govern this program. 

10. Do you currently have any borrower or loan restrictions or caps on your lending activity? 

Securities Lending is subject to restrictions. Only separate accounts would be subject to securities 
lending. State shall have the right to restrict specific borrowers, forms of collatera l, and collateral 
reinvestment. There are no borrower or loan restrictions within our lending program. Current securities 
lending is restricted to overnight collateralized repurchase agreements only. 

SCRS Trust Funds: Under the terms of existing securities lending agreement, the securities lending agent 
has discretion with regard to the selection of counterparties, and the establishment of loan terms. The 
Investment Commission will need to determine whether it is advisab le for the SCRS trust funds to 
continue to participate in a securities lending program and, if so, what investment parameters and 
guidelines wil l govern the program. Current securities lending is restricted to overnight investments 
only. 

11. Do you vote proxies? 

Investment managers are responsible for voting proxies and all mandatory corporate actions. 

SCRS Trust Funds: The Investment Commission does not presently have a policy requiring recall of 
borrowed securities for the purposes of voting proxies, but, on a case by case basis, a manager may 
request that the Investment Commission direct the securities lending agent to recall a security out on 
loan. The Investment Commission will need to determine whether to continue or modify this policy. 

12. Section M, Question 1 of the RFP: 
M. Other Services (For Consideration and Review) 
1} The State Treasurer requires the custody bank to maintain $50 million of US Treasuries in 
escrow with the Federal Reserve to meet the State cash requirements. Are you able to meet 
this additional requirement? 

5 
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a. Could you please clarify what the "State cash requirements" are, including references 
to the specific South Carolina statutes or regulations from which they derive? Does 
this refer to cash on deposit with the successful bidder? 

This refers to any end of the day un-invested cash left in the account due to a broker fai lure or late 
payments. Normal practice is to draw down the cash balance to zero each day. 

b. Will the $50 million referenced be posted by Northern or the State? How was that 
figure determined? 

The amount is posted by the custodial bank. $50 million figure was determined to be an appropriate 
amount based on the historical end ofthe day cash balance. 

c. Will an escrow agreement be necessary with respect to this arrangement? If so, what 
are the terms of such an arrangement (e.g., who are the parties, who posts the 
collateral, who keeps the earnings on such collateral)? If there is an approved and 
required form of agreement, could copies please be provided for review? 

Yes, an escrow agreement must be established between the custodial bank and the Federal Reserve. 
The custodia l bank should post the collatera l and will retain the earnings. 

CITIBANK 

Custody 
General 

1. Page 39 (Section M-Other Services, Question #2}- For the LGIP fund, how is transfer agency 
and shareholder services currently handled? (The section title "Other Services" implies that 
these services are currently not being done by the custodian). 

Transfer agency and shareholder services are handled internally by the State Treasurer's Office. 

2. Page 24 (General Service Requirements)- Can you clarify what is meant by "the custody bank 
is required to provide support for regulatory and GASB reporting requirements."? Is South 
Carolina looking for the bidder to produce GASB reporting on their behalf or to provide data 
that the State can use to create their own GASB report? 

South Carolina needs the custodial bank to provide GASB reports to be used in the preparation of 
adjusting entries, note disclosures and schedules in the Comprehensive Annual Financial Report. We 
would also look to the custodian to provide educational training for new pronouncements. 

3. Page 24 (General Service Requirements)- Includes "Drill down or shadow accounting would be 
critical to both commingled funds/partnerships and mutual funds. Weekly "not in bank" asset 
collateral pricing is required and consolidated reporting of all cash balances both custodied 
and non-custodied accounts." Where will the custody bank get this information from?- South 
Carolina staff or each individual manager involved in managing these off custodian assets? 

6 
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The custodian bank must be able to provide "drill down or look-through" capabilities for commingled 
funds. The custodian bank should also have the necessary drill down tools for alternative investments, 
whether through internal applications or third party providers. The Stakeholders (as defined in the RFP) 
are interested in receiving proposals which may include products or services that address the provision 
of such capabilities. 

4. Page 24 (General Requirements)- You reference linkages to QED, but Section M. 4), Other 
Services (page 39), references the potential of platforms that have equal or better capabilities 
to QED. Is the State of South Carolina contemplating a change for this type of investment 
accounting? 

Yes, the Stakeholders do contemplate some level of future change in investment accounting processes. 
As a result, the Stakeholders would like to review equal or better platforms offered by the custodian 
banks relative to QED. 

5. Page 35 (Section H. Accounting and Reporting- Question 17)- Regarding Trade Cost Analysis
Can we get details on what is required for the "Trade Cost Analysis Report"? Do you mean 
best execution market comparisons or effective cost reporting? 

Trade cost analysis refers to best execution market comparisons. 

6. We have reviewed the service requirements in the RFP and are confident that these 
requirements can be met by a Master Custodian. Please confirm whether the vendor can 
present its bid in a non-fiduciary Master Custodian capacity. Also please provide additional 
clarity on your views on the fiduciary functions associated with a Master Custodian. 

The State has a trust/custody agreement for the services contemplated in this RFP. The trust/custody 
agreement requires a provider to act as a fiduciary for the services contracted. 

Securities Lending 
1. Would you please provide your current securities lending fee schedule? 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the SCRS Trust Funds or other applicable State fund receives the remaining 85% 
allocation. 

2. What is the current on-loan balance for your portfolio? 

As of 12/13/11, the SCRS Trust Funds was $231,846,900.65 and State Treasurer was $93,365,641.23 
(unaudited numbers). 

Alternative Investments 
1. Can you clarify the total AUM across each portfolio into Private Equity, Real Estate and Hedge 

Funds assets? And please also give the number of individual fund investments within each 
category? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 
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2. For the Private Equity, Real Estate, and Hedge Fund assets can you detail the vintage 
year/inception date around each investment? 

SCRS Trust Funds: No private market or hedge fund strategy is older than 2007. Additional information 
will not be provided at this phase ofthe evaluation process. 

3. Of the Private Equity investments, can South Carolina provide a more detailed breakdown for 
each asset class: 
a. Total commitment amounts 
b. Unfunded amounts 

SCRS Trust Funds: Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific 
breakdowns. As of June 30, 2011, the SCRS trust funds held approximately 102 private market 
investments (across private equity, private debt, and real estate) totaling approximately $7.6 billion in 
commitments. 

You may also refer to page 51 ofthe SC Retirement System's Comprehensive Annual Financial Report 
(CAFR) for fiscal year 2011. 

4. Has South Carolina created any Special Purpose Vehicles or other type of Entities requiring 
accounting, ad min, and reporting services as it relates to Hedge Funds, Private Equity, and 
Real Estate? 

SCRSIC response: The Investment Commission's Annual Investment Report (copy now available at 
http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ) provides extensive information 
about the structure and makeup of the SCRS trust funds' portfolio. The supplemental information 
requested will not be provided at this phase of the evaluation process. 

5. As part of the solution from the bidder, is South Carolina expecting the estimated price or just 
the final price? 

Please complete VIII: Cost Proposal as specified-- Reasonable estimates based on the parameters and 
assumptions in the Cost Section. 

OTC Related Questions 
1. Can the state provide as much details as possible around the number of open positions and 

average weekly volumes for the below OTC product types: Place an N/ A under the not 
applicable products. 

a. Interest Rate Swaps 
b. Swaptions 
c. Caps/Floors 
d. Single Name Credit Default Swaps 
e. Index Credit Default Swaps 
f. Equity Swaps 
g. OTC Equity Options 
h. Voi/Var Swaps 
i. FX Options- vanilla 
j. FX Options- exotic 
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k. Non-Deliverable Forwards 
I. Commodity Swaps 
m. Other OTC Products not listed 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

2. Please indicate the services required (Yes or No): 
a. OTC Settlements 
b. Collateral Management 
c. Confirms Processing 
d. Valuations 
e. Accounting 
f. Reconciliations 

SCRS Trust Funds: All of the above services are required specific to the derivatives and overlay strategies 
currently deployed by the Investment Commission. 

3. If requiring OTC Settlements, Collateral Management, or Confirms Processing, please indicate 

the following: 
a. How many ISDA Agreements do you currently have executed? With who? 
b. Do you intend on executing ISDA's with additional counterparties in the future? 
c. Have you executed any Give-Up or Intermediation Agreements? If so, with who? 

SCRSIC response : ISDAs are presently entered into by certain investment managers. 

4. Please indicate what, if any in house order management, trading, or risk systems you use? 

SCRS Trust Funds: Trading and Order Management- Other than certain internally managed short 
duration fixed income portfolios, the SCRSIC employs external investment management firms. 
Risk systems- The Investment Commission is in the process of implementing a risk program and is 
interested in learning more about the risk analytic capabilities which proposed Offerors may have, either 
in conjunction with or separate from, core custody services. 

5. Do you currently utilize any industry electronic trading or confirmation platforms, such as 
DTCC, MarkitWire, Ice Link, VCON, T-Zero? If so please indicate which ones are used and the 
products being traded/confirmed on each. 

State Treasurer uses Bloomberg's VCON. 

SCRSIC Response: Bloomberg's VCON function is used by the Investment Commission. 

6. If requiring OTC Settlements services, please explain your current settlements process? 

SCRSIC Response: At the present time, all public equity portfolios are externally managed. 

7. If requiring Collateral Management services, please answer the following: 
a. Typically what type of collateral is exchanged, Cash only, Cash and/or Securities, 

Securities only? 
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b. Please indicate what currencies you exchange collateral in? 
c. If exchanging securities, please indicate what type of securities are being exchanged? 

SCRSIC response: Securities only. 

8. If requiring Valuation services, please answer the following: 
a. Briefly describe your firms' pricing/valuation policy? When necessary we will go into 

further detail on this topic. If no pricing/valuation policy exists, please indicate 
accordingly. 

b. Do you require T +0 valuations? 
c. Do you require more than 1 end of day valuation run (ie. Close books for various time 

zones)? If yes please indicate at what times you require valuations to be run. 

SCRSIC response- The Investment Commission currently obtains end of month pricing from the 
custodian. (Note: The custodian does provide valuations of a few in-bank assets-FI and public equity 
only-daily). The Investment Commission does not require T+O valuation. The State is interested in 
solutions which can provide T+l valuations across all asset classes, either as a part of custody services or 
as a separate service contract. 

9. Do you have any specific reporting requirements that might fall outside of a standard 
reporting package? If so, please indicate the type of report, data required and frequency of 
delivery. 

SCRSIC Response: The Investment Commission does not believe that it is currently requiring any 
reporting that might fall outside of standard reporting packages. However, the Investment Commission 
would be interested in learning more about Offerors' standard and premium reporting service 
capabilities. 

BNYMELLON 

1. Could you please clarify what types of penalties are included under "monetary penalties" in 
the Setoff provision in the Terms and Conditions section of the RFP? 

(Ca llan comment: The State can define further what the monetary penalties in the Setoff Provision or 
remain si lent for now and to be negotiated later.) 

2. In order to comply with applicable law, would it be possible for us to include certain 
boilerplate agreements/language in our RFP response? 

The State encourages all bidders to comply with applicable laws. 

3. The definition of a subcontractor in Section C-8 includes "pricing". Can you please clarify 
what was meant by a "pricing subcontractor" in this section? Financial pricing data is licensed 
as a standard product under terms dictated by the data licensor from a short list of identified 
sources. It is not typically a subcontracted service. 

10 
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(Callan comment: What BNY Mellon is saying is correct. Financial pricing data is licensed as a standard 
deliverable and not really a subcontracted service. Does the State consider licensed data services as 
subcontracted services? ) 

DEUTSCHE BANK 

1. Nonresident Taxpayer Registrations Affidavit Income Tax Withholding: Would you kindly 
clarify if it is mandatory that we complete & submit the registration form with the RFP? 

Yes. 

2. Will any legacy assets be transitioning with the program? 

Yes both the SCRS Trust Funds and other State funds hold impaired legacy assets. The Investment 
Commission will make investment related decisions for the Pension Fund and the State Treasurer for 
other funds. 

State of South Carolina Securities Lending 

Distressed Collateral Investment (10/19/2011) 

Losses Lehman Par Lehman ABS Unrealized Total 
Unrealized Loss loss 
@ 23.75 

Treasurer 35,000,000 -26,687,500 -9,040A87 -35J27,987 

Retirement Systems 129J50,000 -98,934,375 Purchased by SC -98,934,375 
10/09 

Total 164J50,000 (125,621,875) (9,040A87) (134,662,362) 

The Investment Commission, the entity responsible for investing and managing the assets of the SCRS 

trust funds, will need to determine whether it is advisable for the SCRS trust funds to continue to 

participate in a securities lending program, and if so, the disposition of such legacy assets. 

3. Could you provide a tax matrix for the international equities? 

The State is subject to the normal tax exemption and treatment like other large public funds. 

4. Would South Carolina consider a bid for just one asset class? 

No. 

However, the Investment Commission will need to determine whether it is advisable for the SCRS trust 
funds to continue to participate in a securities lending program, and if so, whether it desires to 
administer a single- or multi-agent program structure. 

11 
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JP MORGAN 

General Questions: 

1. Regarding Page 51; Section V. QUALIFICATIONS; QUALIFICATION OF OFFEROR Bullet Point 4. 
"The offeror must be authorized to conduct a trust/custody business in the State of South 
Carolina" Is this mandatory minimum qualification referring to a State-granted authority? 
And, is a federally chartered, national banking association, authorized by the Comptroller of 
the Currency of the US Department of the Treasury, to carry out banking/trust business an 
acceptable qualification? 

This qualification does not refer to any specific state-granted authority. It requires that the offeror 
ensure that, when conducting trust/custody business in the State of South Carolina, the offeror will not 
be violating any South Carolina laws. 

2. Do you require the custodian contemplated by this RFP to be a SC qualified public depository? 

The State Treasurer does not require the custodian to be located in South Carolina or organized under 
South Carolina law. 

3. Concerning the "NUMBER OF COPIES TO BE SUBMITTED: One (1) original in hardcopy and 
eight (8) copies (marked 'copy') Two (2) electronic copies, one(l)as specified Magnetic 
Media, and one(l) as specified Submitting Redacted Offers. The Instructions speak about 
submitting 2 Electronic Copies. Since the Magnetic media is going to be a separate 
submissions this electronic must be an email submission? If yes, to whom all do these emails 
have to be marked? 

Both of the electronic copies must be submitted as Magnetic Media. The submission as Magnetic Media 

may not be submitted by email. All Magnetic Media submissions must comply with the Instructions to 

Offerors- Special Instructions in Part II.B. of the RFP. The instructions state that the Magnetic Media 

submissions must be in the form of a compact disc {CD) and in one of the specified formats. We intend 

that the CDs will be submitted by each offeror in the same package as the hard copy submissions. 

Performance Measurement Related Questions: 

1. On Page 20-22 of the RFP (Strategic Partnership- Transition Accounts) does South Carolina 
State Treasurer require the custodian to provide performance reporting on the managers 
listed? If yes, can you please specify which are separately managed and/or commingled 
fund/line-item accounts? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, please refer to page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report for Fiscal Year 2011 (copy now available at the Retirement System's website). Across 
all Strategic Partnerships, the SCRS trust funds' portfolio currently has approximately 105 underlying 
investments spanning various asset classes . Currently, the custodian only provides performance 
reporting at the asset class level for each Strategic Partnership. The Investment Commission is 
interested in obtaining performance reporting at the underlying investment level. The Investment 
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Commission will determine whether this type of performance reporting solution will be achieved as part 
of the custody relationship or through separately contracted fund administration services. 

2. Are you currently receiving daily and monthly performance measurement and analytics 
reporting from your current custodian? Is so, can you elaborate on specific reporting 
requirements? 

The current custodian provides basic performance measurement and analytics. The main deliverables 
are return calculations only. The Investment Commission is interested in receiving proposals which 
provide detailed information regarding Offerors' performance reporting capabilities. 

3. Does South Carolina State Treasurer require the custodian to provide performance 
measurement or analytic services for the underlying holdings contained within the mutual 
fund/commingled fund portfolios? 

Yes. The State would like to understand the availability of your organization to provide "drill down or 
look through" capabilities. The Investment Commission is interested in receiving proposals which 
provide detailed information regarding Offerors' ability to provide "drill down or look through" 
capabilities. 

4. Do you currently receive value-at-risk (VaR) reporting from your current custodian today? If 
no, do you plan on implementing this service within the next 6-12 months? If, VaR reporting 
is required: 

No. The Investment Commission is interested in receiving proposals which provide detailed information 
regarding Offerors' VaR reporting capabilities. Depending on the service availability f rom the custodian 
bank, the State would implement such services as soon as practicable. 

s. Do you require relative VaR (VaR of benchmark vs. VaR of portfolio)? 

The Investment Commission is interested in receiving proposals which provide detailed information 
regarding Offerors' ability to provide VaR or enterprise risk management services. 

6. Do you require historical Simulation, Monte Carlo, no decay factor I decay factor? 

The Investment Commission is interested in receiving proposals which provide detailed information 
regarding Offerors' ability to provide VaR, stress testing, scenario analysis and/or enterprise risk 
management services. 

7. Do you require ex-ante tracking error reporting? 

The Investment Commission is interested in receiving proposals which provide detailed information 
regarding Offerors' ability to provide VaR, stress testing, scenario analysis and/or enterprise risk 
management services. 

8. Can you please provide sample performance and analytics reports that you are currently 
receiving from your custodian. 

13 
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The Investment Commission presently receives basic return calculations and other basic performance 
reports. The Investment Commission is interested in receiving proposals which provide detailed 
information regarding Offerors' reporting capabilities. 

Alternative Investments Related Questions: 

1} Can you please confirm the number of investments that are in scope for Private Equity 

Services? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, Please refer to page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report for Fiscal Year 2011. South Carolina currently has approximately 102 private market 
investments {across private equity, private debt, and real estate) totaling approximately $7.6 billion in 

commitments. 

Securities Lending Related Questions 

1. Can you please provide the current (and expected) cash collateral investment guidelines for 
your program? 

Current guidelines only allow for overnight collateralized repurchase agreements only. Guidelines are 
currently under review. 

SCRS Trust Funds: As noted at page 42 ofthe Investment Commission's Annual Investment Report (copy 
now available at http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ), the Investment 
Commission "continues to maintain a low risk approach within the securities lending program. There
investment of the cash collateral continues to be restricted to short-term, very low risk securities." The 
Investment Commission will need to determine whether it is advisable for the SCRS trust funds to 
continue to participate in a securities lending program, and if so, what investment parameters and 
guidelines will govern this program. 

2. Are you currently directing your cash collateral investment into a commingled or separately 
managed account? 

Custom collateral funds are maintained separately for both the Pension Trust funds and the other 
applicable State funds. 

SCRS Trust Funds: The Investment Commission will need to determine whether it desires to continue 
using this type of collateral reinvestment arrangement for the SCRS trust funds. 

3. Based on your 2010 CAFR- "Securit ies lending obligations at June 30, 2010, were $429.065 
million with the unrealized loss in invested cash collateral of $104.472 million"- please provide 
a detailed listing (excel file) for these investments, to allow respondents access to information 
currently available to your current provider. In addition, are you expecting to transition any of 
these legacy cash collateral investments to the new provider? If so please provide the exact 
nature, tenor, duration, credit-worthiness of these investments since they will need to be 
analyzed by all respondents. 

14 
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Yes both the Pension Fund and other State funds hold impaired legacy assets. The Investment 
Commission will make investment related decisions for the Pension Fund and the State Treasurer for 
other funds. 

State of South Carolina Securities Lending 

Distressed Collateral Investment (10/19/2011) 

Losses Lehman Par Lehman ABS Unrealized Total 
Unrealized Loss loss 
@ 23.75 

Treasurer 35,000,000 -26,687,500 -9,040,487 -35,727,987 

Retirement Systems 129,750,000 -98,934,375 Purchased by SC -98,934,375 
10/09 

Total 164,750,000 (125,621,875) (9,040,487) ( 134,662,362) 

The Investment Commission, the entity responsible for investing and managing the assets of the SCRS, 
will need to determine the disposition of such legacy assets. 

Cash Liquidity Related Questions 
1. Concerning your asset listing, for balances where the security description is "Cash- Non 

custodied," where is this cash held and is it placed in a short term investment vehicle? 

Non-custodied cash is held at Wells Fargo bank and invested in a government advantage account. 

2. Please provide further detail on balances where the Security description is just "Cash" -where 
is this cash held and the investment details ? 

Cash is held by custodial bank and invested in a Dreyfus sweep vehicle. 

3. Do you utilize a custodian sweep vehicle? If so, for what percentage of the total cash 
portfolio? 

See answers provided above. 

4. What types of foreign currencies do you hold, and in what amounts? Can you provide a list of 
your foreign currencies average daily balances by market? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, Please refer page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report/or Fiscal Year 2011. 

Benefit Payments Related Questions: 
1. Are your benefit payments done in-house today or by your custodian? 
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Benefit payments are processed in house by the Retirement Systems using internally developed 
software and the custodial bank will not have any responsibilities related to benefit payments other 
than recording the deposit and requisition totals for funding purposes. The questions below are not 
applicable and not contemplated as services required of the custodian bank. 

2. Can you provide the number of monthly checks paid? 
3. Can you provide the number of monthly ACH paid? 
4. Can you provide the number of tax forms? 
s. Can you provide the annual number of lump sum payments? 
6. Do you have a third party administrator? 
7. Do you have a call center or website for your participant payments? 

Compliance Reporting Related Questions: 
1. How many separately managed (active) accounts would require Compliance Reporting? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

2. What would be the required frequency of the reporting? (daily- only if accounting will be SDV, 
or monthly)? 

The minimum is monthly. 

3. Is there any interest in commingled look through reporting? 

Yes . The Stakeholders (as defined in the RFP) are interested in receiving proposals which may include 
products or services that address the provision of such capabilities. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Wednesday, December 28, 2011 9:39 AM 
Abesamis, Bo 
Hershel Harper; Tahiliani, Shakun; Condon, Bill; McDermott, Mike; Adam Jordan; Nancy 
Shealy; Tammy Nichols; Robert Feinstein 
RE: Consolidated Trust/Custody Q&A - Dated 12/26/2012 

Folks, Please review the RFP Q and A's one more time and forward your final edits, 
if any, to me. I will then consolidate and forward to Bo. Please forward to me by close of 
business tomorrow, Thursday, December 29. 

Thanks much ..... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, December 26, 20111:59 AM 
To: Leidinger, Bill 
Cc: Harper, Hershel; Tahiliani, Shakun; Condon, Bill; McDermott, Mike; Adam Jordan; Shealy, Nancy; Tammy Nichols; 
Robert Feinstein 
Subject: Consolidated Trust/Custody Q&A- Dated 12/26/2012 
Importance: High 

Bill, 

Attached please find the consolidated draft 12-26-2011 for the Q&A for the Trust/Custody RFP. The only remaining 
questions that need to be answered by the State is page 10 under the BNY Mellon questions. Please also be sure to 
include Appendix I (composites) and II (benchmarks) are posted as part of the Q&A master document (see 
attachments). If the remaining questions are resolved, then the document and attachments are ready to be posted and 
a go for release. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Adam: 

Robert Feinstein 
Wednesday, December 28, 2011 12:08 PM 
Adam Jordan 
RE: Consolidated Trust/Custody Q&A - Dated 12/26/2012 
2011.12.28SCRSICcommentsQ&A.docx 

Following up on our discussion, I added an item dealing with State Street's question. 
Let me know if I can send this to STO, Callan and SCRS. 
Thanks, 
R 

..J,. ROBERT FHNSTEIN j CHIEF LEGAL OFFICER rr p 803.737.6809 1 F so3. 737 .. 7o7o 1 RJ"El.NSTElN@lc.sc.Gov 
. ~' 1201 .lvtAlN STREET I SUITE 1510 I COLUM.IHA. scI 29201 

'SoUTH CAROLLNA RETIREMENT SYSTU..II. 

. [ NVESTMENT COMMISSION 

From: Adam Jordan 
Sent: Wednesday! December 281 2011 9:42 AM 
To: Robert Feinstein 
Subject: FW: Consolidated Trust/Custody Q&A- Dated 12/26/2012 

Are we comfortable with everything? 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, December 281 2011 9:39AM 
To: Abesamis1 Bo 
Cc: Hershel Harper; Tahiliani, Shakun; Condon1 Bill; McDermott1 Mike; Adam Jordan; Nancy Shealy; Tammy Nichols; 
Robert Feinstein 
Subject: RE: Consolidated Trust/Custody Q&A- Dated 12/26/2012 

Folks, Please review the RFP Q and A's one more time and forward your final edits, 
if any, to me. I will then consolidate and forward to Bo. Please forward to me by close of 
business tomorrow, Thursday, December 29. 

Thanks much . .... Bill 

From: Abesamisr Bo [mailto:abesamis@callan.com] 
Sent: Monday1 December 26, 20111:59 AM 
To: Leidinger, Bill 
Cc: Harper1 Hershel; Tahiliani1 Shakun; Condon1 Bill; McDermott, Mike; Adam Jordan; Shealyr Nancy; Tammy Nichols; 
Robert Feinstein 
Subject: Consolidated Trust/Custody Q&A- Dated 12/26/2012 
Importance: High 

Bill, 
1 
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Attached please find the consolidated draft 12-26-2011 for the Q&A for the Trust/Custody RFP. The only remaining 
questions that need to be answered by the State is page 10 under the BNY Mellon questions. Please also be sure to 
include Appendix I (composites) and II (benchmarks} are posted as part of the Q&A master document (see 
attachments}. If the remaining questions are resolved, then the document and attachments are ready to be posted and 
a go for release. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Custody RFP- Q&A document 

I. Under state procurement laws and policies, may the final Q&A document identify the 

entities which submitted questions? 

II. Page 3- Question 3- Has the question posed been adequately addressed? 

It is the Commission's understanding that it has long been customary industry practice to 

have a separate Securities Lending Authorization Agreement between the entity whose 

securities are to be lent out and the securities lending agent. It may be appropriate to 

consult further with Callan to obtain additional guidance as to how this question may be 

addressed. 

Ill. Page 7- Question 6 

a. Is the second sentence of draft response correct? In the most recent version of the 

BNYMellon custody contract which Commission has (Global Custody Agreement dated 

as of April 27, 2007), Article VI, Section l.(a) does establish a prudent expert standard of 

care, but we are not aware of a provision in the current agreement which "requires a 

provider to act as a fiduciary for the services contracted ." 

b. It might be worthwhile consulting with Callan to obtain guidance as to: 

i. Industry standards (do master custodians typically agree to act as a 

fiduciary in connection with provision of 

1. Core custody services 

2. Cash management 

3. Other ancillary services; and 

ii. language that could be used to respond to this question. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Adam : 

Robert Feinstein 
Wednesday, December 28, 2011 5:22 PM 
Adam Jordan 
Custody RFP - Q&A doc. 
2011.12.28SCRSICcommentsQ&A.docx 

Thanks for your review of the "additional comments" document. I've attached a revised (and, hopefully, final) draft for 
your consideration. 
The main change in this draft is to the last item. On further reflection, I think that STO didn't answer the question 
posed. I think it would be helpfu l for the Commission to flag this issue, as revised. 
Sorry to take so much of your time with this, but I want to make sure that this document accurately reflects 
Commission's views. 
Thanks, 
R. 
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Custody RFP- Q&A document 

SCRSIC comments re: 12/27 draft 

I. Under state procurement laws and policies, should the final Q&A document identify the 

entities which submitted questions? 

II. Page 3, Question 3- Has the question posed been adequately addressed? 

It is the Commission's understanding that it has long been customary industry practice to 

have a separate Securities Lending Authorization Agreement between the entity whose 

securities are to be lent out and the securities lending agent. It may be appropriate to 

consult further with Callan to obtain additional guidance as to how this question may be 

addressed. 

Ill. Page 7, Question 6 

a. Should not the response focus prospectively on the question of whether and to 

what extent the master custodian is expected to serve as a fiduciary or to meet a 

similarly exacting standard of care? 

b. Note: While the RFP explicitly provides that a securities lending agent should be 

willing to act as a fiduciary for the securities lending function (p. 41), the document 

is silent as to the standards applicable to core custody services, cash management 

and other ancillary services. 

c. For all of these reasons, it might be worthwhile consulting with Callan to obtain 

guidance as to: 

i. Industry standards (do master custodians typically agree to act as a 

fiduciary or meet a similarly exacting standard of care in connection 

with the provision of core custody services, cash management and 

other ancillary services); and 

ii. language that could be used to respond to this question. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 
Attachments: 

Good morning: 

Robert Feinstein 
Thursday, December 29, 2011 8:54 AM 
Leidinger, Bill; Abesamis, Bo; Biii.Condon@sto.sc.gov 
Hershel Harper; Tahiliani, Shakun; McDermott, Mike; Adam Jordan; Nancy Shealy; 
Tammy Nichols 
RE: Consolidated Trust/Custody Q&A - Dated 12/26/2012 
2011.12.28SCRSICcommentsQ&A.docx 

I have attached three comments regarding the 12/26 draft of the Q&A document for your consideration. 
Best wishes to all, 
Robert Feinstein 
Tel: 803-737-6809 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, December 28, 2011 9:39AM 
To: Abesamis, Bo 
Cc: Hershel Harper; Tahiliani, Shakun; Condon, Bill; McDermott, Mike; Adam Jordan; Nancy Shealy; Tammy Nichols; 
Robert Feinstein 
Subject: RE: Consolidated Trust/Custody Q&A- Dated 12/26/2012 

Folks, Please review the RFP Q and A's one more time and forward your final edits, 
if any, to me. I will then consolidate and forward to Bo. Please forward to me by close of 
business tomorrow, Thursday, December 29. 

Thanks much ..... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, December 26, 2011 1:59AM 
To: Leidinger, Bill 
Cc: Harper, Hershel; Tahiliani, Shakun; Condon, Bill; McDermott, Mike; Adam Jordan; Shealy, Nancy; Tammy Nichols; 
Robert Feinstein 
Subject: Consolidated Trust/Custody Q&A - Dated 12/26/2012 
Importance: High 

Bill, 

Attached please find the consolidated draft 12-26-2011 for the Q&A for the Trust/Custody RFP. The only remaining 
questions that need to be answered by the State is page 10 under the BNY Mellon questions. Please also be sure to 
include Appendix I {composites) and II (benchmarks) are posted as part of the Q&A master document {see 
attachments). If the remaining questions are resolved, then the document and attachments are ready to be posted and 
a go for release. 

Thanks. 
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Callan 
Bo Abesamis 1 Executive Vice President 
Trust. Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco. CA 94111 
P. 415.274.3074 
F. 41 5.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Custody RFP- Q&A document 

SCRSIC comments re: 12/27 draft 

I. Under state procurement laws and policies, should the final Q&A document identify the 

entities which submitted questions? 

II. Page 3, Question 3- Has the question posed been adequately addressed? 

It is the Commission's understanding that it has long been customary industry practice to 

have a separate Securities Lending Authorization Agreement between the entity whose 

securities are to be lent out and the securities lending agent. It may be appropriate to 

consult further with Callan to obtain additional guidance as to how this question may be 

addressed. 

Ill. Page 7, Question 6 

a. Should not the response focus prospectively on the question of whether and to 

what extent the master custodian is expected to serve as a fiduciary or to meet a 

similarly exacting standard of care? 

b. Note: While the RFP explicitly provides that a securities lending agent should be 

willing to act as a fiduciary for the securities lending function (p. 41), the document 

is silent as to the standards applicable to core custody services, cash management 

and other ancillary services. 

c. For all of these reasons, it might be worthwhile consulting with Callan to obtain 

guidance as to : 

i. Industry standards (do master custodians typically agree to act as a 

fiduciary or meet a similarly exacting standard of care in connection 

with the provision of core custody services, cash management and 

other ancillary services); and 

ii. language that could be used to respond to this question. 
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Adam Jordan 

From: 
Sent: 
To: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Thursday, December 29, 2011 9:18AM 
Robert Feinstein; Abesamis, Bo; Condon, Bill 

Cc: Hershel Harper; Tahiliani, Shakun; McDermott, Mike; Adam Jordan; Nancy Shea ly; 
Tammy Nichols 

Subject: RE: Consolidated Trust/Custody Q&A - Dated 12/ 26/2012 

Thank you, Robert ...... appreciate your tmning this around quickly ...... Bill 

From: Robert Feinstein [mailto:RFeinstein@ic.sc.gov] 
Sent: Thursday, December 29, 2011 8:54AM 
To: Leidinger, Bill; Abesamis, Bo; Condon, Bill 
Cc: Harper, Hershel; Tahiliani, Shakun; McDermott, Mike; Adam Jordan; Shealy, Nancy; Tammy Nichols 
Subject: RE: Consolidated Trust/Custody Q&A- Dated 12/ 26/2012 

Good morning: 
I have attached three comments regarding the 12/26 draft of the Q&A document for your consideration. 
Best wishes to all, 
Robert Feinstein 
Tel: 803-737-6809 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Wednesday, December 28, 2011 9:39AM 
To: Abesamis, Bo 
Cc: Hershel Harper; Tahiliani, Shakun; Condon, Bill; McDermott, Mike; Adam Jordan; Nancy Shealy; Tammy Nichols; 
Robert Feinstein 
Subject: RE: Consolidated Trust/ Custody Q&A- Dated 12/ 26/2012 

Folks, Please review the RFP Q and A's one more time and forward your final edits, 
if any, to me. I will then consolidate and forward to Bo. Please forward to me by close of 
business tomorrow, Thursday, December 29. 

Thanks much ..... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, December 26, 20111:59 AM 
To: Leidinger, Bill 
Cc: Harper, Hershel; Tahiliani, Shakun; Condon, Bill; McDermott, Mike; Adam Jordan; Shealy, Nancy; Tammy Nichols; 
Robert Feinstein 
Subject: Consolidated Trust/Custody Q&A- Dated 12/26/2012 
Importance: High 

Bill, 
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Attached please find the consolidated draft 12-26-2011 for the Q&A for the Trust/Custody RFP. The only remaining 
questions that need to be answered by the State is page 10 under the BNY Mellon questions. Please also be sure to 
include Appendix I (composites) and II (benchmarks) are posted as part of the Q&A master document (see 
attachments). If the remaining questions are resolved, then the document and attachments are ready to be posted and 
a go for release. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: 
Sent: 
To: 

Subject: 
Attachments: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Friday, December 30, 2011 11:16 AM 

Tahiliani, Shakun; McDermott, Mike; Raven, Dinah; Condon, Bill; Robert Feinstein; 
Hershel Harper; Adam Jordan; William Blume; Abesamis, Bo; Loftis, Curtis 

Responses to RFP Q & A's 

Appendix I - Composites. pdf; Appendix II - Benchmarks. pdf; SC - Bank Custody QandA -
12-29-2011.docx 

Folks, the above final attachments along with the note below was sent this AM to Northern 
Trust, State Street, Deutsch Bank, BNY Mellon, Citi, and JP Morgan . .. . everyone who 
submitted questions. 

Thank you very much to all of you for yow· contributions ..... Happy New Year ..... Bill 

Attached please find the composite responses to the questions regarding South Carolina's 
Custodian bank RFP. 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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PROVIDER A 

MASTER TRUST /CUSTODY RFP 
QUESTIONS AND ANSWERS 

1. Can South Carolina provide a list of the performance composites? 

SCRS Trust Funds: A listing of the composites presently maintained on the Custodian's performance 
system is attached at Appendix I. The number of Plans= 5. 

2. Can South Carolina send us a list of the benchmarks that the different portfolios and 
composites are measured against? If there are any custom benchmarks, could they include a 
description of the component pieces? 

SCRS Trust Funds: A listing ofthe benchmarks utilized by the Commission is attached at Appendix II. 

3. Is performance required on the individual plans? Down to what level? How will State Street 
handle the plan accounting? 

SCRS Trust Funds: Performance is calculated on an aggregated basis as the assets ofthe five DB plans 
are pooled for investment purposes. Plan accounting is required based on a master trust environment 
which includes the allocation of income/expenses to the plans for the trust. 

4. Terms and conditions- pages 53- 61- would describe the manner in which we can provide 
any comments these provisions? 

These are standard State procurement requirements. 

5. Please provide any South Carolina State Treasurer imposed securities lending restrictions that 
are in place in your current lending program? 

Securities Lending is subject to restrictions. If allowed, only separate accounts would be subject to 
securities lending. State shall have the right to restrict specific borrowers, forms of collateral, and 
collateral reinvestment. Current securities lending is restricted to overnight collateralized repurchase 
agreements only. 

SCRS Trust Funds: As noted at page 42 of the Investment Commission's Annual Investment Report (copy 
now available at http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ), the Investment 
Commission "continues to maintain a low risk approach within the securities lending program. There
investment of the cash collateral continues to be restricted to short-term, very low risk securities." The 
Investment Commission and the State Treasurer's Office will need to determine whether it is advisable 
for the SCRS trust funds to continue to participate in a securities lending program, and if so, what 
investment parameters and guidelines will govern this program. 

6. Are there any legacy collateral reinvestment assets that would need to be funded through a 
transition to a new provider? If yes, can these investments and their current market value be 
shared? 

1 



000472

Yes. The current program has unrealized losses and impairments. 

State of South Carolina Securities lending 

Distressed Collateral Investment {10/19/2011) 

Losses Lehman Par lehman ABS Unrealized Total 
Unrealized Loss loss 
@ 23.75 

Treasurer 35,000,000 -26,687,500 -9,040,487 -35,727,987 

Retirement Systems 129,750,000 -98,934,375 Purchased by SC -98,934,375 
10/09 

Total 164,750,000 (125,621,875) (9,040,487) (134,662,362) 

SCRS Trust Funds: The Investment Commission, the entity responsible for investing and managing the 
assets of the SCRS, will need to determine the disposition of such legacy assets. 

7. What types of noncash collateral are acceptable for loans? 

Acceptable collatera l is limited to US$ cash, irrevocable letters of credit, and US Gov't Securities. 

8. What is the securities lending fee split arrangement in your current lending program? 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the SCRS Trust Funds or other applicable State fund receives the remaining 85% 
allocation. 

No. 

9. Are you currently paying a cash management fee for investing your securities lending cash 
collateral in a separately managed account? 

Securities lending 
1. Discuss how your organization employs arbitrage and non-traditional transactions for your 

securities lending agent program. Can you please specify what types of non-traditional 
transactions are being referred to in this question? In particular, are non-traditional 
transactions referring to non-traditional securities lending transactions or something else? 
Can you please also provide guidance on what specifically is meant by arbitrage transactions 
in this question? 

This question refers to traditional securities lending as promulgated by the safe harbor provisions of 
ERISA Dol PTE 81-6. 

2. Explain how your securities lending program is T +1 and STP processing ready. Discuss how 
your securities lending program is in compliance with industry standards. Regarding T + 1, is 
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this question asking us to comment on how ready we are to support a one day settlement 
cycle should it be adopted in the equity markets as was proposed a number of years ago? 

Correct. This question refers to support of one day settlement which impacts both mark to market 
process and recall of securities out on loan. 

3. (i) The Request For Proposal included a "Terms and Conditions" section, which listed 
provisions relating to the Contract Documents, Order of Precedence and a Record of 
Negotiations. There is also the concept in II.A {"Genera/Instructions") that a contract would 
be binding between the Offerer upon acceptance by the State of South Carolina. Please 
confirm that these provisions are not applicable to the provision of securities lending services. 
State Street delivers securities lending services separately from custodial services and the 
contract governing securities lending services: (i) would not be part of the custody agreement; 
(ii) would contain terms mutually agreed to between State Street and the State of South 
Carolina prior to delivery of lending services (and no contract between State Street and the 
State of South Carolina with respect to securities lending services would be effective prior to 
such agreement), and (iii) would expressly not include provisions of any other document, 
including without limitation, the custody agreement, the RFP or the responses thereto. State 
Street will attach to its response to the RFP our form securities lending authorization 
agreement. State Street would be willing and eager to discuss our form agreement and any 
concerns the State of South Carolina has with our form and we are confident we could come to 
mutual agreement on any contractual issues that may arise. 

These are standard State procurement terms and conditions. The Trust/Custody Agreement and the 
Securities Lending Authorization Agreement shall be governed by a two (2) separate contracts. 

PROVIDER 8 

No. 

1. Can you provide a copy of the custody agreement you have with your current provider? 

2. The RFP prohibits inclusion of "standard contract forms" in our proposal and the Terms and 
Conditions contained in the RFP are not entirely applicable to a financial services contract; 
does the State anticipate negotiating such provisions in the final contract? Does the State 
anticipate that the Terms and Conditions {General and Special} will constitute the "binding 
contract upon final award", without additional custody-related provisions? 

These are standard State procurement terms and conditions. However, State Treasurer in his sole 
discretion may consider any custody related provisions which are determined to be in the best interest 
of the State. 

3. Can you identify for bidders any laws, codes, ordinances, rules, regulations applicable to 
custodians of public fund assets in South Carolina? 

This is the responsibility of the bidders. 
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4. Would you please provide your current securities lending fee schedule? Has your fee 
arrangement changed in the past 48 months? If so, please explain. 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the SCRS Trust Funds or other applicable State fund receives the remaining 85% 
allocation. 

5. What is your current loan volume? 

As of 12/13/11 SCRS Trust Funds was $231,846,900.65 and State Treasurer was $93,365,641.23 
(unaudited numbers). 

6. Do you have any impaired legacy assets? Will you wish to transition the legacy assets to the 
new provider? 

Yes both the Pension Fund and other State funds hold impaired legacy assets. The Investment 
Commission will make investment related decisions for the Pension Fund and the State Treasurer for 
other funds. 

State of South Carolina Securities Lending 

Distressed Collateral Investment (10/19/2011) 

Losses Lehman Par Lehman ABS Unrealized Total 
Unrealized Loss loss 
@ 23.75 

Treasurer 35,000,000 -26,687,500 -9,040,487 -35,727,987 

Retirement Systems 129,750,000 -98,934,375 Purchased by SC -98,934,375 
10/09 

Total 164,750,000 (125,621,875) (9,040,487) ( 134,662,362) 

SCRS Trust Funds: The Investment Commission, the entity responsible for investing and managing the 
assets of the SCRS, will need to determine the disposition of such legacy assets. 

1. Do you currently participate in a collateral pool or a custom fund for your cash collateral? 

Custom collateral funds are maintained separately for both the SCRS Trust Funds and the other 
applicable State funds. 

SCRS Trust Funds: The Investment Commission will need to determine whether it desires to continue 
using this type of collateral reinvestment arrangement for the SCRS Trust Funds. 

8. Will you please provide your current collateral guidelines? 

The current guidelines only allow overnight collateralized repurchase agreements only. 
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SCRS Trust Funds: As noted at page 42 of the Investment Commission's Annual Investment Report (copy 
now available at http:/ /www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf }, the Investment 
Commission "continues to maintain a low risk approach within the securities lending program. The re
investment of the cash collateral continues to be restricted to short-term, very low risk securities." The 
Investment Commission will need to determine whether it is advisable for the SCRS trust funds to 
continue to participate in a securities lending program, and if so, what investment parameters and 
guidelines will govern this program. 

9. Have your guidelines changed in the past four years? If so, please explain. 

Yes, the guidelines have changed to only allow overnight collateralized repos. We are currently in the 
process of reviewing and revising these guidelines to better manage the overall risk of the program. 

SCRS Trust Funds: The Investment Commission directed the current securities lending agent to alter the 
investment guidelines applicable to reinvestment of securities lending collateral in the fall of 2008. The 
Investment Commission will need to determine whether it is advisable for the SCRS trust funds to 
continue to participate in a securities lending program, and if so, what investment parameters and 
guidelines will govern this program. 

10. Do you currently have any borrower or loan restrictions or caps on your lending activity? 

Securities Lending is subject to restrictions. Only separate accounts would be subject to securities 
lending. State shall have the right to restrict specific borrowers, forms of collateral, and collateral 
reinvestment. There are no borrower or loan restrictions within our lending program. Current securities 
lending is restricted to overnight collateralized repurchase agreements only. 

SCRS Trust Funds: Under the terms of existing securities lending agreement, the securities lending agent 
has discretion with regard to the selection of counterparties, and the establishment of loan terms. The 
Investment Commission will need to determine whether it is advisable for the SCRS trust funds to 
continue to participate in a securities lending program and, if so, what investment parameters and 
guidelines will govern the program. Current securities lending is restricted to overnight investments 
only. 

11. Do you vote proxies? 

Investment managers are responsible for voting proxies and all mandatory corporate actions. 

SCRS Trust Funds: The Investment Commission does not presently have a policy requiring recall of 
borrowed securities for the purposes of voting proxies, but, on a case by case basis, a manager may 
request that the Investment Commission direct the securities lending agent to recall a security out on 
loan. The Investment Commission will need to determine whether to continue or modify this policy. 

12. Section M, Question 1 of the RFP: 
M. Other Services {For Consideration and Review) 
1} The State Treasurer requires the custody bank to maintain $50 million of US Treasuries in 
escrow with the Federal Reserve to meet the State cash requirements. Are you able to meet 
this additional requirement? 
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a. Could you please clarify what the "State cash requirements" are, including references 
to the specific South Carolina statutes or regulations from which they derive? Does 
this refer to cash on deposit with the successful bidder? 

This refers to any end of the day un-invested cash left in the account due to a broker failure or late 
payments. Normal practice is to draw down the cash balance to zero each day. 

b. Will the $50 million referenced be posted by Northern or the State? How was that 
figure determined? 

The amount is posted by the custodial bank. $50 million figure was determined to be an appropriate 
amount based on the historical end of the day cash balance. 

c. Will an escrow agreement be necessary with respect to this arrangement? If so, what 
are the terms of such an arrangement (e.g., who are the parties, who posts the 
collateral, who keeps the earnings on such collateral)? If there is an approved and 
required form of agreement, could copies please be provided for review? 

Yes, an escrow agreement must be established between the custodial bank and the Federal Reserve. 
The custodial bank should post the collateral and will retain the earnings. 

PROVIDER C 

Custody 
General 

1. Page 39 (Section M-Other Services, Question #2)- For the LGIP fund, how is transfer agency 
and shareholder services currently handled? (The section title "Other Services" implies that 
these services are currently not being done by the custodian). 

Transfer agency and shareholder services are handled internally by the State Treasurer's Office. 

2. Page 24 (General Service Requirements)- Can you clarify what is meant by "the custody bank 
is required to provide support for regulatory and GASB reporting requirements."? Is South 
Carolina looking for the bidder to produce GASB reporting on their behalf or to provide data 
that the State can use to create their own GASB report? 

South Carolina needs the custodial bank to provide GASB reports to be used in the preparation of 
adjusting entries, note disclosures and schedules in the Comprehensive Annual Financial Report. We 
would also look to the custodian to provide educational training for new pronouncements. 

3. Page 24 (General Service Requirements)- Includes "Drill down or shadow accounting would be 
critical to both commingled funds/partnerships and mutual funds. Weekly "not in bank" asset 
collateral pricing is required and consolidated reporting of all cash balances both custodied 
and non-custodied accounts." Where will the custody bank get this information from?- South 
Carolina staff or each individual manager involved in managing these off custodian assets? 
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The custodian bank must be able to provide "drill down or look-through" capabilities for commingled 
funds. The custodian bank should also have the necessary drill down tools for alternative investments, 
whether through internal applications or third party providers. The Stakeholders (as defined in the RFP) 
are interested in receiving proposals which may include products or services that address the provision 
of such capabilities. 

4. Page 24 (General Requirements)- You reference linkages to QED, but Section M. 4), Other 
Services (page 39), references the potential of platforms that have equal or better capabilities 
to QED. Is the State of South Carolina contemplating a change for this type of investment 
accounting? 

Yes, the Stakeholders do contemplate some level of future change in investment accounting processes. 
As a result, the Stakeholders would like to review equal or better platforms offered by the custodian 
banks relative to QED. 

5. Page 35 (Section H. Accounting and Reporting- Question 17)- Regarding Trade Cost Analysis
Can we get details on what is required for the "Trade Cost Analysis Report"? Do you mean 
best execution market comparisons or effective cost reporting? 

Trade cost analysis refers to best execution market comparisons. 

6. We have reviewed the service requirements in the RFP and are confident that these 
requirements can be met by a Master Custodian. Please confirm whether the vendor can 
present its bid in a non-fiduciary Master Custodian capacity. Also please provide additional 
clarity on your views on the fiduciary functions associated with a Master Custodian. 

The State has a trust/custody agreement for the services contemplated in this RFP. The trust/custody 
agreement requires a provider to act as a fiduciary for the services contracted. The State would utilize 
the standards of an ERISA Fiduciary or the same exacting standards of care as required . Given five (5) 
participating plans/systems within a master trust, the custodian is required to maintain the undivided 
interest of each participating plan within the trust arrangement. Thus, the custodian has to maintain 
this standard in all areas of services and products delivered by the custodian bank (i.e. assets held, 
income earned, expenses paid, transactions, cash management, accounting & reporting, performance, 
compliance monitoring, etc.). The State also requires full disclosure in fees and revenues generated by 
the custodian bank where applicable in the delivery of such services and products. Full disclosure is 
required in the areas of foreign currency transactions, brokerage services, and related services. 

Securities Lending 
1. Would you please provide your cur rent securities lending fee schedule? 

Since July 1, 2005, the fee arrangement provides for the custodial bank to receive 15% of securities 
lending earnings and the SCRS Trust Funds or other applicable State fund receives the remaining 85% 
allocation. 

2. What is t he current on-loan balance for your portfolio? 

As of 12/13/11, the SCRS Trust Funds was $231,846,900.65 and State Treasurer was $93,365,641.23 
(unaudited numbers). 
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Alternative Investments 
1. Can you clarify the total AUM across each portfolio into Private Equity, Real Estate and Hedge 

Funds assets? And please also give the number of individual fund investments within each 
category? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

2. For the Private Equity, Real Estate, and Hedge Fund assets can you detail the vintage 
year/inception date around each investment? 

SCRS Trust Funds: No private market or hedge fund strategy is older than 2007. Additional information 
will not be provided at this phase ofthe evaluation process. 

3. Of the Private Equity investments, can South Carolina provide a more detailed breakdown for 
each asset class: 
a. Total commitment amounts 
b. Unfunded amounts 

SCRS Trust Funds: Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific 
breakdowns. As of June 30, 2011, the SCRS trust funds held approximately 102 private market 
investments (across private equity, private debt, and real estate) totaling approximately $7.6 billion in 
commitments. 

You may also refer to page 51 of the SC Retirement System's Comprehensive Annual Financial Report 
(CAFR) for fiscal year 2011. 

4. Has South Carolina created any Special Purpose Vehicles or other type of Entities requiring 
accounting, ad min, and reporting services as it relates to Hedge Funds, Private Equity, and 
Real Estate? 

SCRSIC response : The Investment Commission's Annual investment Report (copy now available at 
http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ) provides extensive information 
about the structure and makeup of the SCRS trust funds' portfolio. The supplemental information 
requested will not be provided at this phase of the evaluation process. 

5. As part of the solution from the bidder, is South Carolina expecting the estimated price or just 
the final price? 

Please complete VIII: Cost Proposal as specified-- Reasonable estimates based on the parameters and 
assumptions in the Cost Section. 

OTC Related Questions 
1. Can the state provide as much details as possible around the number of open positions and 

average weekly volumes for the below OTC product types: Place an N/ A under the not 
applicable products. 

a. Interest Rate Swaps 
b. Swaptions 
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c. Caps/Floors 
d. Single Name Credit Default Swaps 
e. Index Credit Default Swaps 

f. Equity Swaps 
g. OTC Equity Options 
h. Voi/Var Swaps 

i. FX Options- vanilla 

j. FX Options- exotic 
k. Non-Deliverable Forwards 
I. Commodity Swaps 
m. Other OTC Products not listed 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

2. Please indicate the services required (Yes or No): 
a. OTC Settlements 
b. Collateral Management 

c. Confirms Processing 
d. Valuations 
e. Accounting 

f. Reconciliations 

SCRS Trust Funds: All of the above services are required specific to the derivatives and overlay strategies 

currently deployed by the Investment Commission. 

3. If requiring OTC Settlements, Collateral Management, or Confirms Processing, please indicate 
the following: 

a. How many ISDA Agreements do you currently have executed? With who? 
b. Do you intend on executing ISDA's with additional counterparties in the future? 
c. Have you executed any Give-Up or Intermediation Agreements? If so, with who? 

SCRSIC response: ISDAs are presently entered into by certain investment managers. 

4. Please indicate what, if any in house order management, trading, or risk systems you use? 

SCRS Trust Funds: Trading and Order Management- Other than certain internally managed short 

duration fixed income portfolios, the SCRSIC employs external investment management firms. 
Risk systems- The Investment Commission is in the process of implementing a risk program and is 

interested in learning more about the risk analytic capabilities which proposed Offerors may have, either 

in conjunction with or separate from, core custody services. 

5. Do you currently utilize any industry electronic trading or confirmation platforms, such as 
DTCC, MarkitWire, Ice Link, VCON, T-Zero? If so please indicate which ones are used and the 

products being traded/confirmed on each. 

State Treasurer uses Bloomberg's VCON. 

SCRSIC Response: Bloomberg's VCON function is used by the Investment Commission. 
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6. If requiring OTC Settlements services, please explain your current settlements process? 

SCRSIC Response: At the present time, all public equity portfolios are externally managed. 

7. If requiring Collateral Management services, please answer the following: 
a. Typically what type of collateral is exchanged, Cash only, Cash and/or Securities, 

Securities only? 
b. Please indicate what currencies you exchange collateral in? 
c. If exchanging securities, please indicate what type of securities are being exchanged? 

SCRSIC response: Securities only. 

8. If requiring Valuation services, please answer the following: 
a. Briefly describe your firms' pricing/valuation policy? When necessary we will go into 

further detail on this topic. If no pricing/valuation policy exists, please indicate 
accordingly. 

b. Do you require T +0 valuations? 
c. Do you require more than 1 end of day valuation run (ie. Close books for various time 

zones)? If yes please indicate at what times you require valuations to be run. 

SCRSIC response- The Investment Commission currently obtains end of month pricing from the 
custodian. (Note: The custodian does provide valuations of a few in-bank assets-FI and public equity 
only-daily). The Investment Commission does not require T +0 valuation. The State is interested in 
solutions which can provide T+l valuations across all asset classes, either as a part of custody services or 
as a separate service contract. 

9. Do you have any specific reporting requirements that might fall outside of a standard 
reporting package? If so, please indicate the type of report, data required and frequency of 
delivery. 

SCRSIC Response: The Investment Commission does not believe that it is currently requiring any 
reporting that might fall outside of standard reporting packages. However, the Investment Commission 
wou ld be interested in learning more about Offerors' standard and premium reporting service 
ca pa b i I ities. 

PROVIDER D 

1. Could you please clarify what types of penalties are included under "monetary penalties" in 
the Setoff provision in the Terms and Conditions section of the RFP? 

The State intends that the above referenced setoff provision speaks for itself. 

2. In order to comply with applicable law, would it be possible for us to include certain 
boilerplate agreements/language in our RFP response? 

The State encourages all bidders to comply with applicable laws. 
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3. The definition of a subcontractor in Section C-8 includes "pricing". Can you please clarify 
what was meant by a "pricing subcontractor" in this section? Financial pricing data is licensed 
as a standard product under terms dictated by the data licensor from a short list of identified 
sources. It is not typically a subcontracted service. 

The State intends that Section IV. C. 8 speaks for itself. 

PROVIDER E 

1. Nonresident Taxpayer Registrations Affidavit Income Tax Withholding: Would you kindly 
clarify if it is mandatory that we complete & submit the registration form with the RFP? 

Yes. 

2. Will any legacy assets be transitioning with the program? 

Yes both the SCRS Trust Funds and other State funds hold impaired legacy assets. The Investment 
Commission will make investment related decisions for the Pension Fund and the State Treasurer for 
other funds. 

State of South Carolina Securities lending 

Distressed Collateral Investment (10/19/2011) 

Losses lehman Par Lehman ABS Unrealized Total 
Unrealized loss loss 
@ 23.75 

Treasurer 35,000,000 -26,687,500 -9,040,487 -35,727,987 

Retirement Systems 129,750,000 -98,934,375 Purchased by SC -98,934,375 
10/09 

Total 164,750,000 (125,621,875) (9,040,487) (134,662,362) 

The Investment Commission, the entity responsible for investing and managing the assets of the SCRS 

trust funds, will need to determine whether it is advisable for the SCRS trust funds to continue to 

participate in a securities lending program, and if so, the disposition of such legacy assets. 

3. Could you provide a tax matrix for t he international equities? 

The State is subject to the normal tax exemption and treatment like other large public funds. 
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4. Would South Carolina consider a bid for just one asset class? 

No. However, the Investment Commission will need to determine whether it is advisable for the SCRS 
trust funds to continue to participate in a securities lending program, and if so, whether it desires to 
administer a single- or multi-agent program structure. 

PROVIDER F 

General Questions: 

1. Regarding Page 51; Section V. QUALIFICATIONS; QUALIFICATION OF OFFEROR Bullet Point 4. 
"The offeror must be authorized to conduct a trust/custody business in the State of South 
Carolina" Is this mandatory minimum qualification referring to a State-granted authority? 
And, is a federally chartered, national banking association, authorized by the Comptroller of 
the Currency of the US Department of the Treasury, to carry out banking/trust business an 
acceptable qualification? 

This qualification does not refer to any specific state-granted authority. It requires that the offeror 
ensure that, when conducting trust/custody business in the State of South Carolina, the offeror will not 
be violating any South Carolina laws. 

2. Do you require the custodian contemplated by this RFP to be a SC qualified public depository? 

The State Treasurer does not require the custodian to be located in South Carolina or organized under 
South Carolina law. 

3. Concerning the "NUMBER OF COPIES TO BE SUBMITTED: One {1) original in hardcopy and 
eight {8) copies (marked 'copy') Two (2) electronic copies, one{l)as specified Magnetic 
Media, and one{l) as specified Submitting Redacted Offers. The Instructions speak about 
submitting 2 Electronic Copies. Since the Magnetic media is going to be a separate 
submissions this electronic must be an email submission? If yes, to whom all do these emails 
have to be marked? 

Both of the electronic copies must be submitted as Magnetic Media. The submission as Magnetic Media 

may not be submitted by email. All Magnetic Media submissions must comply with the Instructions to 

Offerors- Special Instructions in Part II.B. of the RFP. The instructions state that the Magnetic Media 

submissions must be in the form of a compact disc (CD) and in one of the specified formats. We intend 

that the CDs will be submitted by each offeror in the same package as the hard copy submissions. 

Performance Measurement Related Questions: 

1. On Page 20-22 of the RFP (Strategic Partnership- Transition Accounts} does South Carolina 
State Treasurer require the custodian to provide performance reporting on the managers 
listed? If yes, can you please specify which are separately managed and/or commingled 
fund/line-item accounts? 
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Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, please refer to page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report for Fiscal Year 2011 (copy now available at the Retirement System's website) . Across 
all Strategic Partnerships, the SCRS trust funds' portfolio currently has approximately 105 underlying 
investments spanning various asset classes. Currently, the custodian only provides performance 
reporting at the asset class level for each Strategic Partnership. The Investment Commission is 
interested in obtaining performance reporting at the underlying investment level. The Investment 
Commission will determine whether this type of performance reporting solution will be achieved as part 
of the custody relationship or through separately contracted fund administration services. 

2. Are you currently receiving daily and monthly performance measurement and analytics 
reporting from your current custodian? Is so, can you elaborate on specific reporting 
requirements? 

The current custodian provides basic performance measurement and analytics. The main deliverables 
are return calculations only. The Investment Commission is interested in receiving proposals which 
provide detailed information regarding Offerors' performance reporting capabilities. 

3. Does South Carolina State Treasurer require the custodian to provide performance 
measurement or analytic services for the underlying holdings contained within the mutual 
fund/commingled fund portfolios? 

Yes. The State would like to understand the availability of your organization to provide "drill down or 
look through" capabilities. The Investment Commission is interested in receiving proposals which 
provide detailed information regarding Offerors' ability to provide "drill down or look through" 
capabilities. 

4. Do you currently receive value-at-risk (VaR) reporting from your current custodian today? If 
no, do you plan on implementing this service within the next 6-12 months? If, VaR reporting 
is required: 

No. The Investment Commission is interested in receiving proposals which provide detailed information 
regarding Offerors' VaR reporting capabilities. Depending on the service availability from the custodian 
bank, the State would implement such services as soon as practicable. 

5. Do you require relative VaR (VaR of benchmark vs. VaR of portfolio)? 

The Investment Commission is interested in receiving proposals which provide detailed information 
regarding Offerors' ability to provide VaR or enterprise risk management services. 

6. Do you require historical Simulation, Monte Carlo, no decay factor I decay factor? 

The Investment Commission is interested in receiving proposals which provide detailed information 
regarding Offerors' ability to provide VaR, stress testing, scenario analysis and/or enterprise risk 
management services. 
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7. Do you require ex-ante tracking error reporting? 

The Investment Commission is interested in receiving proposals which provide detailed information 
regarding Offerors' ability to provide VaR, stress testing, scenario analysis and/or enterprise risk 
management services. 

8. Can you please provide sample performance and analytics reports that you are currently 
receiving from your custodian. 

The Investment Commission presently receives basic return calculations and other basic performance 
reports. The Investment Commission is interested in receiving proposals which provide detailed 
information regarding Offerors' reporting capabilities. 

Alternative Investments Related Questions: 

1} Can you please confirm the number of investments that are in scope for Private Equity 

Services? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, Please refer to page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report for Fiscal Year 2011. South Carolina currently has approximately 102 private market 
investments (across private equity, private debt, and real estate) totaling approximately $7.6 billion in 
commitments. 

Securities Lending Related Questions 

1. Can you please provide the current (and expected) cash collateral investment guidelines for 
your program? 

Current guidelines only allow for overnight collateralized repurchase agreements only. Guidelines are 
currently under review. 

SCRS Trust Funds: As noted at page 42 ofthe Investment Commission's Annual Investment Report (copy 
now available at http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ), the Investment 
Commission "continues to maintain a low risk approach within the securities lending program. There
investment of the cash collateral continues to be restricted to short-term, very low risk securities." The 
Investment Commission will need to determine whether it is advisable for the SCRS trust funds to 
continue to participate in a securities lending program, and if so, what investment parameters and 
guidelines will govern this program. 

2. Are you currently directing your cash collateral investment into a commingled or separately 
managed account? 

Custom collateral funds are maintained separately for both the Pension Trust funds and the other 
applicable State funds. 
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SCRS Trust Funds: The Investment Commission will need to determine whether it desires to continue 
using this type of collateral reinvestment arrangement for the SCRS trust funds. 

3. Based on your 2010 CAFR- "Securities lending obligations at June 30, 2010, were $429.065 
million with the unrealized loss in invested cash collateral of $104.472 million"- please provide 
a detailed listing (excel file) for these investments, to allow respondents access to information 
currently available to your current provider. In addition, are you expecting to transition any of 
these legacy cash collateral investments to the new provider? If so please provide the exact 
nature, tenor, duration, credit-worthiness of these investments since they wi ll need to be 
analyzed by all respondents. 

Yes both the Pension Fund and other State funds hold impaired legacy assets. The Investment 
Commission will make investment related decisions for the Pension Fund and the State Treasurer for 
other funds. 

State of South Carolina Securities Lending 

Distressed Collateral Investment (10/19/2011) 

Losses Lehman Par Lehman ABS Unrealized Total 
Unrealized Loss loss 
@ 23.75 

Treasurer 35,000,000 -26,687,500 -9,040,487 -35,727,987 

Retirement Systems 129,750,000 -98,934,375 Purchased by SC -98,934,375 
10/09 

Total 164,750,000 (125,621,875) (9,040,487) (134,662,362) 

The Investment Commission, the entity responsible for investing and managing the assets ofthe SCRS, 
will need to determine the disposition of such legacy assets. 

Cash Liquidity Related Questions 
1. Concerning your asset listing, for balances where the security description is "Cash- Non 

custodied," where is this cash held and is it placed in a short term investment vehicle? 

Non-custodied cash is held at Wells Fargo bank and invested in a government advantage account. 

z. Please provide further detail on balances where the Security description is just "Cash"-where 
is this cash held and the investment details ? 

Cash is held by custodial bank and invested in a Dreyfus sweep vehicle. 

3. Do you utilize a custodian sweep vehicle? If so, for what percentage of the total cash 
portfolio? 

See answers provided above. 
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4 . What types of foreign currencies do you hold, and in what amounts? Can you provide a list of 
your foreign currencies average dai ly balances by market? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. In 
addition, Please refer page 48 of the South Carolina Retirement System's Comprehensive Annual 
Financial Report for Fiscal Year 2011. 

Benefit Payments Related Questions: 
1. Are your benefit payments done in-house today or by your custodian? 

Benefit payments are processed in house by the Retirement Systems using internally developed 
software and the custodial bank will not have any responsibilities related to benefit payments other 
than recording the deposit and requisition totals for funding purposes. The questions below are not 
applicable and not contemplated as services required of the custodian bank. 

2. Can you provide the number of monthly checks paid? 
3. Can you provide the number of monthly ACH paid? 
4. Can you provide the number of tax forms? 
s. Can you provide the annual number of lump sum payments? 
6. Do you have a third party administrator? 
1. Do you have a call center or website for your participant payments? 

Compliance Reporting Related Questions: 
1. How many separately managed (active) accounts would require Compliance Reporting? 

Please refer to pages 67 to 78 of the RFP under the Cost Proposal Section for specific breakdowns. 

2. What would be the required frequency of the reporting? (daily- only if accounting will be SDV, 
or monthly)? 

The minimum is monthly. 

3. Is there any interest in commingled look through reporting? 

Yes. The Stakeholders (as defined in the RFP) are interested in receiving proposals which may include 
products or services that address the provision of such capabilities. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Rebecca and Nancy: 
Forwarding for your records. 
All: 

Robert Feinstein 
Friday, December 30, 201111:26 AM 
'rgunnlaugsson@gmail.com'; Nancy Shealy 
Adam Jordan 
Fw: Responses to RFP Q & A's 
Appendix I - Composites. pdf; Appendix II - Benchmarks.pdf; SC - Bank Custody QandA -
12-29-2011.docx 

On first glance, it appears that virtually all of our responses were incorporated, and our comments considered. 

R 

From: Leidinger1 Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Friday1 December 30, 201111:16 AM 
To: Tahiliani, Shakun <Shakun.Tahiliani@sto.sc.gov>; McDermott1 Mike <Mike.McDermott@sto.sc.gov>; Ravenr Dinah 
<Dinah.Raven@sto.sc.gov>; Condon1 Bill <Biii.Condon@sto.sc.gov>; Robert Feinstein; Hershel Harper; Adam Jordan; 
William Blume; Abesamis, Bo <abesamis@callan.com>; Loftis, Curtis <Curtis.Loftis@sto.sc.gov> 
Subject: Responses to RFP Q & A's 

Folks, the above final attachments along with the note below was sent this AM to Northern 
Trust, State Street, Deutsch Bank, BNY Mellon, Citi, and JP Morgan . ... everyone who 
submitted questions. 

Thank you very much to all of you for your contributions ... .. Happy New Year ..... Bill 

Attached please find the composite responses to the questions regarding South Carolina's 
Custodian bank RFP. 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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Adam Jordan 

From: Robert Feinstein 
Sent: Tuesday, January 03, 2012 9:20AM 

Adam Jordan To: 
Cc: Nancy Shealy 
Subject: RE: Responses to RFP Q & A's 

Blackline results MASTER TRUST.DOCX Attachments: 

Adam: 
We ran a comparison of (a) the comments submitted by RSIC to STO and Callan on Thurs, 12/22 and (b) the final Q&A 
document issued by STO on Fri, 12/30. See attached. 
Two notes for your consideration: 

1. You quickly identified the most egregious of the changes made to RSIC's language. The other changes made in 
the final Q&A document appear to be more benign, but do not advance the cause of distinguishing between the 

trust funds and State funds. 
2. In virtually all instances, these were changes made by someone after the 12/26 draft was distributed to the 

working group for 'final' comment. We didn't have a chance to comment on these changes. 
I can walk through the document with you, if you'd like. 
R 

ROBERT FHNSTEIN I CHIEF l:EGAt OFFICER 
p 803.737.6809 IF 803.737.7070 I RJElNSTElN@lC.SC.GOV 
1201 MAlN STREET I SUJTE 1510 I COLUMBIA. sc I 29201 
OUTH CAROliNA RETIRIMENT SYSTEM 

iNVESTMENT COlv\MISSION 

From: Adam Jordan 
Sent: Friday, December 30, 2011 12:34 PM 
To: Robert Feinstein 
Subject: RE: Responses to RFP Q & A's 

Note the difference in these two responses: 

Page 1 
1. Please provide any South Carolina State Treasurer imposed securities lending restrictions that are in place in 

your current lending program? 

Securities Lending is subject to restrictions. If allowed, only separate accounts would be subject to securities 
lending. State shall have the right to restrict specific borrowers, forms of collateral, and collateral 
reinvestment. Current securities lending is restricted to overnight collateralized repurchase agreements only. 

SCRS Trust Funds: As noted at page 42 of the Investment Commission's Annual investment Report (copy now available at 
http://www.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ), the Investment Commission "continues to 
maintain a low risk approach within the securities lending program. The re-investment of the ca sh collateral continues 
to be restricted to short-term, very low risk securities." The Investment Commission and the State Treasurer's Office will 
need to determine whether it is advisable for the SCRS trust funds to continue to participate in a securities lending 
program, and if so, what investment parameters and guidelines will govern this program. 

Page 4-5 
1. Will you please provide your current collateral guidelines? 
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The current guidelines only allow overnight collateralized repurchase agreements only. 

SCRS Trust Funds: As noted at page 42 of the Investment Commission's Annual Investment Report (copy now available at 
http:ljwww.rsic.sc.gov/Publications/Reports/2011annualreport.pdf ), the Investment Commission "continues to 
maintain a low risk approach within the securities lending program. The re-investment of the cash collateral continues 
to be restricted to short-term, very low risk securities." The Investment Commission will need to determine whether it is 
advisable for the SCRS trust funds to continue to participate in a securities lending program, and if so, what investment 
parameters and guidelines will govern this program. 

From: Robert Feinstein 
Sent: Friday, December 30, 201111:26 AM 
To: 'rgunnlaugsson@gmail.com'; Nancy Shealy 
Cc: Adam Jordan 
Subject: Fw: Responses to RFP Q & A's 

Rebecca and Nancy: 
Forwarding for your records. 
All: 
On first glance, it appears that virtually all of our responses were incorporated, and our comments considered. 

R 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Friday, December 30, 201111:16 AM 
To: Tahiliani, Shakun <Shakun.Tahiliani@sto.sc.gov>; McDermott, Mike <Mike.McDermott@sto.sc.gov>; Raven, Dinah 
<Dinah.Raven@sto.sc.gov>; Condon, Bill <Biii.Condon@sto.sc.gov>; Robert Feinstein; Hershel Harper; Adam Jordan; 
William Blume; Abesamis, Bo <abesamis@callan.com>; Loftis, Curtis <Curtis.Loftis@sto.sc.gov> 
Subject: Responses to RFP Q & A's 

Folks, the above final attachments along with the note below was sent this AM to Nmihem 
Trust, State Street, Deutsch Bank, BNY Mellon, Citi, and JP Morgan ... . everyone who 
submitted questions. 

Thank you very much to all of you for your contributions . .... Happy New Year ... .. Bill 

Attached please find the composite responses to the questions regarding South Carolina's 
Custodian bank RFP. 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 
Attachments: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Thursday, January 05, 2012 4:36 PM 
Abesamis, Bo 
Hershel Harper; Tahiliani, Shakun; Condon, Bill; McDermott, Mike; Adam Jordan; Nancy 
Shealy; Tammy Nichols; Robert Feinstein 
RE: Consolidated Trust/Custody Q&A - Dated 12/26/2012 
Amendment No. l.doc 

Folks, this notice was sent to all parties today to eliminate the uncertainty about the original due 
date which was on a Sunday and the fact that Monday the 16111 is MLK Day in SC .... new 
response date and time is 5PM, January 17, 2012. 

Thanks ..... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, December 26, 20111:59 AM 
To: Leidinger, Bill 
Cc: Harper, Hershel; Tahiliani, Shakun; Condon, Bill; McDermott, Mike; Adam Jordan; Shealy, Nancy; Tammy Nichols; 
Robert Feinstein 
Subject: Consolidated Trust/Custody Q&A- Dated 12/26/2012 
Importance: High 

Bill, 

Attached please find the consolidated draft 12-26-2011 for the Q&A for the Trust/Custody RFP. The only remaining 
questions that need to be answered by the State is page 10 under the BNY Mellon questions. Please also be sure to 
include Appendix I (composites) and II (benchmarks) are posted as part of the Q&A master document (see 
attachments). If the remaining questions are resolved, then the document and attachments are ready to be posted and 
a go for release. 

Thanks. 

Canan 
Bo Abesamis 1 Executive Vice President 
Trust. Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco. CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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State of South Carolina 

Request for Proposal 
AMENDMENT NO. 1 

Solicitation Number: STO 2011-01 
Date Issued: January 5, 2012 

Procurement Officer: William J. Leidinger 
Phone: 803 734-5063 

E-Mail Address: bill.leidinger@sto.sc.gov 

DESCRIPTION: MASTER CUSTODY BANK AND SECURITIES LENDING SERVICES 

USING GOVERNMENTAL UNIT: STATE TREASURER'S OFFICE 

The Term "Offer" Means Your "Bid" or "Proposal". Unless submitted on-line, your 
offer must be submitted in a sealed package. Solicitation Number & Opening Date 
must appear on package exterior. See "Submitting Your Offer" provision. 

SUBMIT YOUR SEALED OFFER TO EITHER OF THE FOLLOWING ADDRESSES: 

MAILING ADDRESS: PHYSICAL ADDRESS: 

State Treasurer's Office State Treasurer's Office 
Wade Hampton Building 1200 Senate Street 
P.O. Box 11778 Wade Hampton Building 
Columbia, SC 29211 Columbia, SC 29202 

SUBMIT OFFER BY (Opening Date/Time): January 17, 2012 5:00PM (See "DeadlineForSubrnissionOfOffer" provision) 

QUESTIONS MUST BE RECEIVED BY: (See "Questions From offerors" provision) 

NUMBER OF COPIES TO BE SUBMITTED: One (1) original in hardcopy and eight (8) copies (marked ' copy') 
Two (2) electronic copies, one(l)as specified Magnetic Media, and one(l) as specified Submitting Redacted Offers. 

CONFERENCE TYPE: Not Applicable LOCATION: Not Applicable 
DATE&TIME: 

(As appropriate, see "Conferences- Pre-Bid/Proposal" & "Site Visit" provisions) 

AWARD& Award will be posted on November 23, 2011. The award, this solicitation, any amendments, and any 
AMENDMENTS related notices will be posted at the following web address: 

httQ://www.treasurer.sc.gov/divisions/Pages/lnvestments.asQX 

Unless submitted on-line, you must submit a signed copy of this form with Your Offer. By submitting a bid or proposal, 
You agree to be bound by the tenns of the Solicitation. You agree to hold Your Offer open for a minimum of sixty (60) 
calendar days after the Opening Date. (See "Signing Your Offer" and "Electronic Signature" provisions.) 

NAME OF OFFEROR Any award issued will be issued to, and the contract will be fom1ed with, 
the entity identified as the Offeror. The entity named as the offeror must be 
a single and distinct legal entity. Do not use the name of a branch office or 
a division of a larger entity if the branch or division is not a separate legal 

(full legal name of business submitting the offer) entity, i.e., a separate corporation, partnership, sole proprietorship, etc. 

AUTHORIZED SIGNATURE TAXPAYER IDENTIFICATION NO. 

(Person must be authorized to submit binding offer to contract on behalf of Offeror.) (See "Taxpayer Identifi cation Number" provision) 

TITLE STATE VENDOR NO. 
Required of successful vendor 

(business title of person signing above) (Register to Obtain S.C. Vendor No. at www.procurement.sc.gov) 

PRINTED NAME DATE SIGNED STATE OF INCORPORATION 

(printed name of person signing above) (If you are a corporation, identify the state of incorporation.) 

OFFEROR'S TYPE OF ENTITY: (Check one) (See "Signing Your Offer" provision.) 

_Sole Proprietorship _Partnership - Other 
_Corporate entity (not tax-exempt) _ Corporation (tax-exempt) _Government entity (federal, state, or local) 

COVER PAGE 

Page 1 
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NOTICE 

AMENDMENT NO. 1 

The Request for Proposal No. STO 2011-01 for 

MASTER CUSTODY BANK AND SECURITIES LENDING SERVICES 

is hereby amended to extend the opening date. 

NEW OPENING DATE/TIME: January 17,2012 5:00P.M. 

Acknowledgement of this amendment is not required. 

Page2 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Rebecca Gunnlaugsson 
Tuesday, January 10, 2012 12:23 PM 
Adam Jordan; Sarah Corbett 
Primer on Securities Lending (and Other Value-added Custody Services) 

Source: OCC Comptroller's Handbook on Custody Services (http://www.occ.gov/publications/publications-by
type/ comptrollers-handbook/ custodyservice.pdf) 

Overview 
Services Provided by a Custodian 
Services provided by a bank custodian are typically the settlement, 
safekeeping, and reporting of customers' marketable securities and cash. A 
custody relationship is contractual, and services performed for a customer 
may vary. Banks provide custody services to a variety of customers, 
including mutual funds and investment managers, retirement plans, bank 
fiduciary and agency accounts, bank marketable securities accounts, 
insurance companies, corporations, endowments and foundations, and 
private banking clients. Banks that are not major custodians may provide 
custody services for their customers through an arrangement with a large 
custodian bank. 
Core Custody Services 
A custodian providing core domestic custody services ty_pically settles trades, 
invests cash balances as directed, collects income, processes corporate 
actions, prices securities positions, and rovides recordkeeping and reporting 
services. 
Global Custody Services 
A global custodian provides custody services for cross-border securities 
transactions. In addition to providing core custody services in a number of 
foreign markets, a global custodian typically provides services such as 
executing foreign exchange transactions and processing tax reclaims. A 
global custodian typically has a sub-custodian, or agent bank, in each local 
market to help provide custody services in the foreign country. The volume 
of global assets under custody has grown rapidly in recent years as investors 
have looked to foreign countries for additional investment opportunities. 
Securities Lending and Other Value-Added Services 
A bank may offer securities lending to its custody customers. Securities 
lending can allow a customer to make additional income on its custody assets 
by loaning its securities to ap_proved borrowers on a short-term basis. In 
addition, a custodian may contract to provide its customers with other value added 
services such as performance measurement, risk measurement, and 
compliance monitoring. 

Securities Lending 
1 
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Securities lending has evolved into one of the most important value-added 
products custodians offer to their customers. Bank custodians have 
traditionally acted as the lending agent for customers' securities lending 
activities; however, because the securities lending market is extremely 
competitive, third-party intermediaries have emerged. Wholesale 
intermediaries conduct transactions directly with the lender and the 
borrower, becoming a principal to the transaction. Niche intermediaries may 
specialize in particular types of securities loaned or aggressive cash collateral 
reinvestment programs. Third-party intermediaries may target clients that are 
dissatisfied with the performance of their custody banks. Internet auction 
systems for securities lending are being started up. These auctions, which 
bring lenders and borrowers together, may eliminate custodian and thirdparty 
intermediaries. The discussion in this section is limited to a custodian's 
role as lending agent for its customer. 

The Role of Bank Custodians 
Custodian banks have traditionally been the primary lending agent or 
intermediary, bringing borrowers and lenders together for a fee. Custodians 
require a large base of lendable assets to make their securities lending 
program profitable. Other portfolio-related factors that may affect the success 
of a bank's securities lending program are: 
· Portfolio composition. If the portfolio is made up of securities widely 
available in the market, the demand for those securities may be low, 
making it difficult to locate a borrower. In contrast, a portfolio made up of 
"specials" or securities in high demand will be easy to lend. 
· Portfolio management style. A portfolio that is actively managed is 
generally less attractive to borrowers than a passively managed portfolio 
because its turnover is likely to be higher. High turnover can lead to 
inconvenient recalls of loaned securities. 
In addition to providing the lendable assets, custodians typically provide 
settlement services for the securities lending transaction, and safekeeping 
and/or investment management services for the collateral. These functions 
are discussed in the "Settlement and Safekeeping" sections above, and in the 
"Collateral Management" and "Operations" sections below. 
Finders 
Finders are fully disclosed intermediaries who bring lenders and borrowers 
together. If the bank is a finder, the bank will receive either a finder's fee (flat 
fee) or a revenue-based fee. Some banks may use a finder to attract securities 
lending customers. A bank using a finder should have written policies 
covering the circumstances in which a finder will be used, which party pays 
the fee (borrower or lender), and which finders the institution will use. 

The Securities Lending Transaction 
A securities lending transaction is essentially the temporary, collateralized 
loan of securities by the owner (lender) to a borrower, for a fee. Securities 
lending adds liquidity and efficiency to the markets, and supports trading 
activities and strategies in the United States as well as other major markets. 
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Parties to the Transaction 
Lenders of securities are typically institutional investors with large investment 
portfolios such as mutual funds, pension plans, insurance companies, and 
endowments. The primary boiTowers of securities are broker-dealers. 
Reasons Parties Engage in Securities Lending 
BoiTowers may engage in securities lending for a variety of reasons, but 
primarily to cover short sales or failed trades, or to execute hedging or 
arbitrage strategies. Lenders engage in securities lending transactions as a 
means of increasing the incremental yield on their investment QOrtfolios. 
Transfer of Legal Title and Benefits 
The legal title to the securities loaned passes to the boiTower for the term of 
the loan. The lender regains title when the securities are returned. Although 
the lender temporarily loses legal ownership, the economic benefit of any 
corporate actions or income payments connected with the security on loan 
are retained through the use of "manufactured payments" from the boiTower 
to the lender. However, the lender loses any voting rights associated with the 
security during the term of the loan. The legal rights and obligations of the 
parties should be set out in written agreements. Refer to the "Due Diligence" 
section below for additional information. 
Collateral 
The primary forms of collateral used for a securities lending transaction are 
cash, securities, or a standby letter of credit. If cash is provided as collateral, 
the lending agent or intermediary (e.g., the custody bank) will typically be 
responsible for investing the cash for the te1m of the loan. Providing cash 
collateral is the prevalent market practice in the United States. When 
securities are provided as collateral, the lender will typically specify the type 
of securities that are acceptable (e.g., government securities, minimum credit 
rating). Use of securities as collateral is common in most non-U.S. markets. 
Value of the collateral provided generally exceeds the value of the securities 
loaned. Collateral margins are discussed further in the "Collateral 
Management" section below. 
Fees 
The fee paid by the borrower will depend on the type of collateral for the 
loan. The fee may also vary with the supply and demand for the security 
borrowed. If the collateral for the loan is a security or a letter of credit, the 
borrower will pay a negotiated fee to the lender. If cash secures the loan, the 
boiTower receives a negotiated rate of return (the rebate rate) on the 
collateral. The rebate rate is typically based on benchmark rates such as the 
Fed Funds rate, the Repo rate, or LIDOR. The lender is entitled to retain any 
income earned on the reinvestment of the cash collateral in excess of the 
rebate rate. Typically, the lender and the lending agent (custodian) split the 
excess mcome. 

Due Diligence Considerations 
A national bank should have board-approved securities lending policies (or 
ones approved by a designated committee) in place prior to engaging in 
securities lending activities. The custodian bank should ensure that written 
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agreements are in place with potential bonowers, and with customers 
participating in the securities lending program. Due diligence reviews should 
be conducted on potential bonowers, and counterparty credit limits should 
be established. 
Loan Agreement 
The bank should have a written agreement in place before engaging in a 
securities lending transaction with a bonower. Master agreements, which 
detail the duties and responsibilities of each party, were initially developed to 
manage risks resulting from a broker failure. In the United States, the most 
widely used securities lending agreement is the Master Securities Loan 
Agreement published by the Bond Market Association (formerly known as the 
Public Securities Association). The most widely used global master securities 
lending agreement is the Overseas Securities Lending Agreement. Banks in 
all G-1 0 countries use master agreements to establish terms and conditions, 
as well as to manage risk. Some banks use standard agreements developed 
in-house; others negotiate each agreement. 
At a minimum, the written agreement with the bonower should address: 
· Transfer of legal title, structure of the transaction; 
· Length of the loan; 
· Acceptable forms of collateral and margin requirements; 
· Valuation of collateral and margin calls; 
·Manufactured payments; 
· Rebate rates or other fees; 
·Termination of the loan and return of securities; and 
· Events of default. 
Banks should use master or standard agreements whenever possible. A 
bank's legal counsel should thoroughly review each master and standard 
agreement and all securities lending anangements that do not use the bank's 
standard documents. 
Agency Agreement 
t is important that the bank have written agreements with all customers that 

clearly delineate the duties and responsibilities of the bank as the customer's 
lending agent. At a minimum, the agreement should address: 
· Acceptable forms of collateral and margin requirements; 
· Reinvestment of cash collateral; 
· Fee schedule; 
· Approval of bonowers; 
· Indemnification, if applicable; 
· Termination of the loan; and 
· Events of default. 
A customer may use the agreement to customize its securities lending 
program. For example, the customer can establish its own cash collateral 
investment guidelines or may limit acceptable bonowers to those with a 
minimum credit rating. 
A national bank may provide indemnification to its customers against risks 
associated with securities lending. When a bank offers indemnification, it 
assumes additional risks that should be reflected in the pricing. It is common 
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for a bank to offer indemnification against borrower default. Indemnification 
against other types of risk, such as settlement risk, is less common. 
Indemnification should be addressed in the agency agreement. 
Selection of Borrowers 
The reputation risk associated with a borrower's default may be significant. 
The bank should have a well-developed, independent process in place to 
select borrowers. Once approved, borrowers should be reviewed 
periodically. Many bank custodians rely on bank credit departments to 
analyze the credit risk of their borrowers. Factors that should be considered 
during selection and ongoing review of a borrower include: 
· Financial condition and capital adequacy; 
· Risk profile, including an evaluation of how the borrower typically uses 
borrowed securities; and 
· The borrower' s reputation. 
The bank should establish a credit limit for each borrower. The limit should 
be based on the bank's total exposure to the borrower, not just the exposure 
arising from the securities lending program. 

Other Value-Added Services 
lAs the automation of transaction processing continues, the core custody 
business is rapidly becoming a commodity business with accompanying low 
profit margins. The future of the custody business lies in the custodian being 
able to identify ways to enhance the investment process for its customers. 

Risk Measurement and Management 
Custodians are providing added value to their customers by offering a variety 
of risk management tools, including: 
· Applications that monitor and identify exceptions to customer's internal 
investment portfolio guidelines or limits (e.g. , country or sector 
weightings ). 
· Asset allocation tools, including scenario analysis and optimizers. 

· Analyses of Value at Risk (VAR) and Risk Adjusted Return on Capital 
(RAROC). 
· Strategic cash management services including interest rate analyses, markto
market pricing, and stress testing. 

Compliance Monitoring 
Many custody customers, such as pension funds and investment managers, 
must comply with rules established by regulation, prospectus, or investment 
committee. Custodians may provide these customers with products and 
services that facilitate compliance monitoring, testing, and reporting. 

Performance Measurement 
Custodians may be asked to provide performance measurement tools for 
customers that allow them to review performance by investment manager, or 
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to review fund performance against benchmark portfolios. Performance 
attribution analysis and risk-adjusted performance measurement are also 
products that a custodian may offer. 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Thursday, January 12, 2012 10:54 AM 
Adam Jordan 

Subject: RE: Jan. 19 RSIC Meeting - Custody RFP 

Adam: 
Thank you very much for forwa rding this. 
Two things for your consideration. 

1. Would it be worthwhile following up w/Bill either via phone or email, to get some further guidance re : some 
evaluation process 'next steps', including: 

a. Composition of team (is it going to be 2 from each organization?); 
b. Any update from Callan re: likely time table for eva I comm. Meetings I travel for off-site interviews? 

2. I assume that you will you inform the Chairman ofthis .... He should understand how STO is choosing to handle 
this. 

R. 

· v _P 803.737.6809 1 F so3.737.7o7o 1 RFE1NSTE1N@Jc.sc.aov 
_.J' ROBfRT FHNSTEIN I CHlEF LEGAL OFFICIR 

~ . ~- 1201 MAlN STREET I SUITE. 1510 I COLUMJIIA. sc I 29201 
. SOUTH CAROU NA RETIREMENT S'iSTIEM 

·. iNVESTMENT COM.MISSI.ON 

From: Adam Jordan 
Sent: Thursday, January 12, 2012 10:25 AM 
To: Sarah Corbett; Robert Feinstein; Hershel Harper 
Subject: FW: Jan. 19 RSIC Meeting -Custody RFP 

FYI 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, January 12, 2012 9:35AM 
To: Adam Jordan 
Subject: RE: Jan. 19 RSIC Meeting- Custody RFP 

Adam, It's a good idea but a bit premature. Proposals (I expect to receive 6 or 7) are due at 5PM 
on January 17. We then have to forward them to Bo so he can begin his review and analysis. 
We( meaning me), also have to assemble a review panel and have the panel work with Bo to 
nail down the priority evaluation criteria. Then the evaluation process has to be conducted and 
that may include some travel to offerer's sites to learn more about and view how they work and 
then we will have interviews. This process is all laid out in the contract with Callan. 

It will take a while to get to contract discussion stage but I agree with you that the Commission 
should have in mind what it needs and be ready when the to be evaluation team starts its work. 
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Suffices to say that it would not be productive to have an agenda item for the Commission on 
the 191h. 

Thanks .. .. . Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Wednesday, January 11, 2012 5:24 PM 
To: Leidinger, Bill 
Subject: Jan. 19 RSIC Meeting- Custody RFP 

Bill, 

Following up on our phone discussion from two weeks ago, Chairman Gillespie would like to include an agenda topic for 
the Jan. 19 RSIC meeting to address the Custody RFP and associated issues, such as Securities Lending. As we discussed, 
it would be helpful if someone from the Treasurer's Office would brief the Commission on the plans for the Custody 
RFP. In particular, the decision-making process and the contemplated contractual structure would be important topics. 

You mentioned during our call that it might be helpful if the Treasurer, Allen, and/or staff could meet ahead of time to 
review the issues. Allen said he would be available next Wednesday for a meeting, and our staff is also available 
between now and Wednesday for a staff-level discussion. Please let me know how you would like to proceed. 

Thanks, 

J t ADM\ JORDAN I CHI£F OF STAFF 
. ~ ·., p 803.737.6814 I M 803.553.2433 I AJORDAN@lC.SC.GOV 

' . . 1201 MAlN 5TREET I SUITE 1S10 I COLUM.lllA. scI 29201 
. SOUTH CAROliNA RETIREMtNT SYSTEM 

. INVESTMENT COMiv\lSSION 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Doug, 

Hershel Harper 
Wednesday, February 01, 2012 11:58 AM 
Douglas W. Lybrand; Rebecca Gunnlaugsson 

Adam Jordan 
FW: Documents Re: Custodial Bank Proposals 
Message from KMBT_C452 

FYI... these are the documents that need to be reviewed and completed for the custody RFP process. They will need to 

be signed and sent to Karen Wicker at the STO. 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Monday, January 30, 2012 11:17 AM 
To: William Blume; Hershel Harper 
Cc: Loftis, Curtis; Condon, Bill; Tahiliani, Shakun; McDermott, Mike; Robert Feinstein; Adam Jordan; Tammy Nichols; 
KAREN WICKER karen.wicker@sto .sc.gov 
Subject: Documents Re: Custodial Bank Proposals 

Folks, attached are 2 forms regarding confidentiality and conflict of interest that are to be 
completed by each of the 2 folks from the RS and the IC and the 3 folks from the STO who will 
be serving on the advisory review panel. Please return the signed copies to Karen Wicker in the 
STO at your earliest convenience. 

Thanks much .... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 
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CONFIDENTIALITY AND ADVISORY REVIEW PANEL BRIEFING 
CERTIFICATIONS FOR INDIVIDUALS REVIEWING REQUEST FOR PROPOSALS: 

CUSTODIAL SERVICES 

I have been selected to serve on the advisory review panel for Solicitation of Custodial Services. 
By my signature below, I hereby certify: 

CONFIDENTIALITY OF INFORMATION CERTIFICATION 

A. I fully understand the confidential nature of the proposal review group discussions 
related thereto and agree 1) to return all review-related materials to the State 
Treasurers Administration Office; 2) not to discuss these materials or the review 
proceedings with any individual except those directly involved in the review; 3) 
refer all inquiries made of me concerning any aspect of the review proceedings to 
Karen L. Wicker, State Treasurer Office, (803) 734-9871, or by email at 
karen. wicker@sto.sc.gov 

And, 

PROPOSAL EVALUATION BRIEFING INSTRUCTIONS 

B. I received the Advisory Review Panel Briefing Instructions prior to my actual 
evaluation. 

N arne (Print) 

~--------------------------------------~'-----------------Signature 
Date 
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---- - ·- - - - --- -------· 

CONFLICT OF INTEREST CERTIFICATION 

I have been selected to serve on the Advisory Review Panel for Solicitation of Custodial 
Services. By my signature below, I hereby certify: 

(A) To the best of my knowledge and belief, no conflict of interest exists that: 

(1) diminishes my capacity to impartially and objectively review the proposals 
submitted; 

(2) has the potential to result in a biased opinion or unfair advantage; or 
(3) prevents me from evaluating any proposal submitted solely on its merits and in 

accordance with the evaluation criteria. 

(B) In determining whether any conflict of interest exists, I have considered all of the 
following factors that might place me in a position of conflict, actual or apparent, 
with the evaluation proceedings: 

(1) my relationship with any potential contractor, subcontractor or direct competitor 
of any potential contractor under consideration by the evaluation committee; 

(2) my stocks, bonds, and other :financial interests or commitments; 
(3) my employment and business arrangements (past, present, and under 

consideration}; and 
( 4) to the extent known by me~ the financial interests and employment and business 

arrangements of members of my immediate family. 

(C) I have a continuing obligation to disclose any circumstance that may create an actual 
or apparent conflict of interest. If . I learn of any such conflict, I will report it 
immetli.ately to the Procurement Officer. I will perform no more duties related to the 
evaluation of proposals until I receive instructions on the matter. 

(D) I have read and understand the requirements of the Ethics. Governmental 
Accountability, and Campaign Reform Act (State Ethics Act) found at 
www.scstatehouse.gov/code/t08c013.htm 

(E) I understand that any actual or apparent conflict of interest, however innocent, may 
result in my removal from the evaluation committee. 

(Signature) 

(Name) 

(Date) 
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Adam Jordan 

From: 
Sent: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Friday, February 10, 2012 2:48 PM 

To: Adam Jordan 
Cc: 
Subject: 

Hershel Harper; Allen Gillespie; Loftis, Curtis; Condon, Bill; Tahiliani, Shakun 
RE: Next Week's Meeting 

Thanks ..... sure ...... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Friday, February 10, 2012 2:44 PM 
To: Leidinger, Bill 
Cc: Harper, Hershel; Allen Gillespie 
Subject: Next Week's Meeting 

Bill, 

The agenda for next week's meeting (along with supporting materials) should be posted this afternoon. The Chairman 
asked that we include an agenda item for an update on the Custody RFP. Can you or someone from your staff be 
prepared to discuss? 

Thanks, 

~,. ADM\. JORDAN I CHIEF OF STAFF 
'- . . p 803.737.6S14 I M 803.553.2433 I AJORDAN@IC.SC.GOV 

. . . > 
7 1201 MAIN S'IREET I SUITE 1510 I COLU.I;l111.A. sc I 29201 

'SOUTH CAROLINA RHi.REMENT SYSTiEJv\ 

1 NVESTME NT COlvVvHSS lO N 

1 
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Adam Jordan 

From: 
Sent: 
To: 

Cc: 
Subject: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Monday, February 13, 2012 11:10 AM 
Loftis, Curtis; Condon, Bill; Tahiliani, Shakun; McDermott, Mike; Robert Feinstein; Adam 

Jordan; Tammy Nichols; William Blume; Hershel Harper; Tammy Nichols 
Abesamis, Bo 
Meeting re: Review of Custody Proposals 

Folks, we will met with to review the custody proposals with Bo Abesamis on February 29th 
from 9AM till2PM. Bo will present the results of his decision matrix review of the proposals. 
We will discuss his findings and schedule next steps. 

We will meet in State Treasurer's Office conference room on the 2nd floor of the Hampton 
building. This is the same conference room we previously met in. Please read your copies of the 
proposals and come prepared for a full discussion. 

Please share this with those who will be attending but who may not be included among the 
above addressees ... .. Thanks much and happy reading .... . Bill 

William Leiclinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 
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Adam Jordan 

From: 
Sent: 
To: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Monday, February 13, 2012 12:57 PM 
Adam Jordan 

Cc: 
Subject: 

Rebecca Gunnlaugsson; Douglas W. Lybrand 
RE: Meeting re: Review of Custody Proposals 

Thanks much ..... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Monday, February 13, 2012 12:37 PM 
To: Leidinger, Bill 
Cc: Rebecca Gunnlaugsson; Lybrand, Douglas 
Subject: RE: Meeting re: Review of Custody Proposals 

Bill, 

For ease of communication purposes, can you also copy our advisory panel participants (Rebecca and Doug} on related 
emails? I've copied them so you would have their addresses. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Monday, February 13, 2012 11:10 AM 
To: Loftis, Curtis; Condon, Bill; Tahiliani, Shakun; McDermott, Mike; Robert Feinstein; Adam Jordan; Tammy Nichols; 
William Blume; Hershel Harper; Tammy Nichols 
Cc: Abesamis, Bo 
Subject: Meeting re: Review of Custody Proposals 

Folks, we will met with to review the custody proposals with Bo Abesamis on February 29th 
from 9AM till2PM. Bo will present the results of his decision matrix review of the proposals. 
We will discuss his findings and schedule next steps. 

We will meet in State Treasurer's Office conference room on the 2nd floor of the Hampton 
building. This is the same conference room we previously met in. Please read your copies of the 
proposals and come prepared for a full discussion. 

Please share this with those who will be attending but who may not be included among the 
above addressees .. ... Thanks much and happy reading ..... Bill 

William Leidinger 
Chief of Staff 

1 



000508

State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

2 
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Adam Jordan 

From: Rebecca Gunnlaugsson 
Sent: Tuesday, February 14, 2012 8:44AM 
To: 
Subject: 

Sarah Corbett; Adam Jordan; Hershel Harper 
RE: Burgiss Sole Source Justification 

I will be happy to do whatever you think appropriate. I question whether we will be able to negotiate a Burgiss service 
agreement via all custody contracts other than BNYMellon. Additionally, I think it is supremely important that we 
maintain control of this contract. 

From: Sarah Corbett 
Sent: Thursday, February 09, 2012 11:06 AM 
To: Rebecca Gunnlaugsson; Adam Jordan; Hershel Harper 
Subject: RE: Burgiss Sole Source Justification 

I talked to Voight briefly and his initial reaction to a sole source was not positive (although that is to be expected). As 
much as I know we need this and whole heartedly agree that we should use Burgiss, I think we should wait until the 
custodian is selected and then negotiate the contract through the custodial contract if possible. The selection is 
supposed to take place within 6 weeks, right? 

From: Rebecca Gunnlaugsson 
Sent: Tuesday, January 24, 2012 10:17 AM 
To: Adam Jordan; Hershel Harper; Sarah Corbett 
Subject: Burgiss Sole Source Justification 

Please see attached. Suggestions welcome. 

Our options include: 
1. Proceeding with sole source procurement. Sarah, I know you mentioned setting up a meeting with MMO chief 

to go over all our infrastructure needs. 
2. Signing a 3'd party agreement with Burgiss through BNYMellon. This arrangement does not provide us any price 

breaks. Burgiss has indicated they will honor our contract should our custodian contract with BNYMellon end. 

1 



000510

Adam Jordan 

From: 
Sent: 
To: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Tuesday, February 14, 2012 12:52 PM 
Wi lliam Blume; Adam Jordan 

Guys, please advise me (I promise for the last time!) who will be your reps for the custody RFP 
reviews ..... .! can't find your earlier notes ...... Thanks ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 
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Adam Jordan 

From: 
Sent: 
To: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Tuesday, February 14, 2012 1:15 PM 
Adam Jordan 

Subject: RE: Meeting re: Review of Custody Proposals 

Thanks ..... .. . 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Tuesday, February 14, 2012 12:57 PM 
To: Leidingerr Bill 
Subject: FW: Meeting re: Review of Custody Proposals 

Bill, 

To address your recent email, please see below-

Thanks, 

Adam 

From: Adam Jordan 
Sent: Monday, February 13, 2012 12:37 PM 
To: 'Leidinger, Bill' 
Cc: Rebecca Gunnlaugsson; Douglas W. Lybrand 
Subject: RE: Meeting re: Review of Custody Proposals 

Bill, 

For ease of communication purposes, can you also copy our advisory panel participants (Rebecca and Doug) on related 
emails? I've copied them so you would have their addresses. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Monday, February 13, 2012 11:10 AM 
To: Loftis, Curtis; Condon, Bill; Tahiliani, Shakun; McDermott, Mike; Robert Feinstein; Adam Jordan; Tammy Nichols; 
William Blume; Hershel Harper; Tammy Nichols 
Cc: Abesamis, Bo 
Subject: Meeting re: Review of Custody Proposals 

Folks, we will met with to review the custody proposals with Bo Abesamis on February 29th 
from 9AM till2PM. Bo will present the results of his decision matrix review of the proposals. 
We will discuss his findings and schedule next steps. 

1 
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We will meet in State Treasurer's Office conference room on the 2nd floor of the Hampton 
building. This is the same conference room we previously met in. Please read your copies of the 
proposals and come prepared for a full discussion. 

Please share this with those who will be attending but who may not be included among the 
above addressees ... .. Thanks much and happy reading ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

2 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 
Subject: 

Thursday, February 16, 2012 8:49 PM 
Adam Jordan; Hershel Harper 
Custody RFP - Email from Bill L. 

Adam: 
I wanted you to see the note below. 
Both: 
You get to revisit/decide this. I'll do whatever you want, but a few comments for your consideration: 
1. I think it is a bit unusual for legal counsel to serve on the evaluation committee. Subject matter experts are who you 
would typically want on an evaluation committee .. .. but 
2. in this case one of the continuing subjects is "turf", so 
3. I am very willing to serve as a 'technical advisor' or resource to the RSIC's reps on the Evaluation Committee, and I 
really would like to get involved at the point where the Evaluation Committee is close to finalizing its recommendations to 
the Treasurer. 
Just let me know. 
R. 

From: Leidinger, Bill [Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, February 16, 2012 4:10 PM 
To: Hershel Harper; Robert Feinstein 
Cc: Curtis Loftis; Allen Gillespie; Tahiliani, Shakun; Condon, Bill; Raven, Dinah 
Subject: 

Guys, glad we talked about securities lending this AM and you had a chance to voice your 
concerns. 

I invite both of you to consider rejoining the RFP process and serving as the 2 official 
representatives of the Investment Commission on the panel that will be reviewing the custody 
proposals and advising the Treasurer. The folks that you have designated certainly may attend 
with you and assist you any way you wish. 

I am sure we all will benefit from having you fully involved once again ..... . Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Rebecca Gunnlaugsson 
Friday, February 24, 2012 6:58 AM 
Leidinger, Bill 
RE: Revised Draft - SC Custody/Securities Lending Matrix Analysis 

Hi, Bill! Sorry to bother you again this morning. 

I know at the past Commission meeting Treasurer Loftis said the meeting on Wednesday, February 29th was open to 
everyone and would be video taped. We have a couple of people here at RSIC who would like to attend. Do you mind if I 
forward your meeting invitation along to them? 

Thanks so much! 
Rebecca Gunnlaugsson 

From: Leidinger, Bill [Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, February 23, 2012 10:20 AM 
To: Tammy Nichols; Faith Wright; Rebecca Gunnlaugsson; Douglas W. Lybrand; Tahiliani, Shakun; Condon, Bill; 
Leidinger, Bill 
Cc: Abesamis, Bo; Swilley-Burke, Gwelda; Loftis, Curtis; Hershel Harper; William Blume 
Subject: FW: Revised Draft- SC Custody/Securities Lending Matrix Analysis 

Folks, the Treasurer has selected, following recommendations from the entities, the following to 
serve on the Custody Bank Proposal Advisory Review Panel: 

1. Retirement Systems - Tammy and Faith 
2. Investment Commission - Rebecca and Doug 
3. Treasurer's Office - Shakun, Bill and Bill 

Attached for your review is Bo's Matrix Analysis which he will lead us through when we meet 
with him next Wednesday, February 29, from 9AM to 2PM in the STO Conference room, 2nd 
floor, Hampton Building. 

Please remember that the proposals that you have been reviewing as well as this Matrix 
Analysis are procurement related materials and as such, you have an obligation to safeguard 
their confidentiality. 

See you on Thursday . .. .. Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Thursday, February 23, 2012 9:54AM 
To: Leidinger, Bill 
Cc: Swilley-Burke, Gwelda 
Subject: Revised Draft- SC Custody/Securities Lending Matrix Analysis 
Importance: High 

1 
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Bill, 

I had last minor edits (cosmetic) to the Draft SC Custody Securities Lending Matrix. Kindly use this version as attached. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

1 01 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 

2 
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Adam Jordan 

From: Rebecca Gunnlaugsson 
Sent: 
To: 

Friday, February 24, 2012 8:29 AM 
Adam Jordan 

Subject: FW: Revised Draft- SC Custody/Securities Lending Matrix Analysis 

FYI 

From: Leidinger, Bill [Biii.Leidinger@sto.sc.gov] 
Sent: Friday, February 24, 2012 8:28AM 
To: Rebecca Gunnlaugsson 
Subject: RE: Revised Draft- SC Custody/Securities Lending Matrix Analysis 

They are more than welcome so long as seating is available -then they will have to 
stand . . ... have a great weekend ..... Bill 

From: Rebecca Gunnlaugsson [mailto:RGunnlaugsson@ic.sc.gov] 
Sent: Friday, February 24, 2012 6:58AM 
To: Leidinger, Bill 
Subject: RE: Revised Draft- SC Custody/Securities Lending Matrix Analysis 

Hi, Bill! Sorry to bother you again this morning. 

I know at the past Commission meeting Treasurer Loftis said the meeting on Wednesday, February 29th was open to 
everyone and would be video taped. We have a couple of people here at RSIC who would like to attend. Do you mind if I 
forward your meeting invitation along to them? 

Thanks so much! 
Rebecca Gunnlaugsson 

From: Leidinger, Bill [Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, February 23, 2012 10:20 AM 
To: Tammy Nichols; Faith Wright; Rebecca Gunnlaugsson; Douglas W. Lybrand; Tahiliani, Shakun; Condon, Bill; 
Leidinger, Bill 
Cc: Abesamis, Bo; Swilley-Burke, Gwelda; Loftis, Curtis; Hershel Harper; William Blume 
Subject: FW: Revised Draft- SC Custody/Securities Lending Matrix Analysis 

Folks, the Treasurer has selected, following recommendations from the entities, the following to 
serve on the Custody Bank Proposal Advisory Review Panel: 

1. Retirement Systems - Tammy and Faith 
2. Investment Commission- Rebecca and Doug 
3. Treasurer's Office- Shakun, Bill and Bill 

Attached for your review is Bo's Matrix Analysis which he will lead us through when we meet 
with him next Wednesday, February 29, from 9AM to 2PM in the STO Conference room, 2nd 
floor, Hampton Building. 

1 
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Please remember that the proposals that you have been reviewing as well as this Matrix 
Analysis are procurement related materials and as such, you have an obligation to safeguard 
their confidentiality. 

See you on Thursday ..... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Thursday, February 2.3, 2.012 9:54AM 
To: Leidinger, Bill 
Cc: Swilley-Burke, Gwelda 
Subject: Revised Draft- SC Custody/Securities Lending Matrix Analysis 
Importance: High 

Bill , 

I had last minor edits (cosmetic) to the Draft SC Custody Securities Lending Matrix. Kindly use this version as attached. 

Thanks. 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust. Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco. CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 

2 
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Adam Jordan 

From: 
Sent: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Monday, February 27, 2012 12:23 PM 

To: Hershel Harper; David L. King; Adam Jordan; Rebecca Gunnlaugsson; Douglas W. 
Lybrand; Geoffrey Berg 

Subject: RE: Custody Propposals Review W/Bo 

Rebecca, this is not an open ended invitation to all comers . . . . the Investment Commission has had 
several staffers attend previous meetings as we worked through the educational and RFP process 
who are not on the Advisory Section Panel . . .. They are welcome to attend and will have to sign 
confidentiality agreements just like the panel members .... please remember that this is a 
procurement . ..... . Thanks .. .. Bill 

From: Hershel Harper [mailto:HHarper@ic.sc.gov] 
Sent: Monday, February 27, 2012 12:16 PM 
To: Leidinger, Bill; David L. King; Adam Jordan; Rebecca Gunnlaugsson; Lybrand, Douglas; Berg, Geoffrey 
Subject: RE: Custody Propposals Review W/Bo 

Bill, 

Unfortunately, I have a conflict during the first few hours of this meeting and will not be able to attend . 

Many thanks! 
Hershel 

-----Original Appointment-----
From: Rebecca Gunnlaugsson On Behalf Of Leidinger, Bill 
Sent: Monday, February 27, 2012 11:54 AM 
To: David L. King; Adam Jordan; Rebecca Gunnlaugsson; Hershel Harper; Douglas W. Lybrand; Geoffrey Berg 
Subject: FW: Custody Propposals Review W/Bo 
When: Wednesday, February 29, 2012 9:00 AM-2:00 PM (UTC-05:00) Eastern Time (US & Canada). 
Where: STO conference room, 2nd floor, Hampton Bldg. 

If any of you are interested in attending, you are welcome. Please let anyone else with a vested interest know as well. Bill indicated 
it may be standing room only. 

-----Original Appointment-----
From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.qov] 
Sent: Tuesday, February 14, 2012 1:15PM 
To: Leidinger, Bill; Rebecca Gunnlaugsson; Douglas W. Lybrand 
Subject: Custody Propposals Review W/ Bo 
When: Wednesday, February 29, 2012 9:00 AM-2:00 PM (UTC-05:00) Eastern Time (US & Canada). 
Where: STO conference room, 2nd floor, Hampton Bldg. 

When: Wednesday, February 29, 2012 9:00AM-2:00 PM (GMT-05:00) Eastern Time (US & Canada). 
Where: STO conference room, 2nd floor, Hampton Bldg. 

1 
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Note: The GMT offset above does not reflect daylight saving time adjustments. 

2 
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Adam Jordan 

From: Robert Feinstein 
Sent: Monday, March 05, 2012 10:45 AM 
To: Adam Jordan; Hershel Harper 
Subject: 
Attachments: 

Confidential - Custody RFP 
8037342655-030512-102921-8037376809-1037 -l.mp3 

Adam and Hershel: 
I am forwarding v/m message rec'd from Bill Condon a few minutes ago. 
In the message, Mr. Condon notes that: 

a. he discussed w/Mr. Leidinger the possibility of changing the dates of the March presentations by custody 
a/o sec lending firms. 

b. Mr. Leidinger did not express a willingness to change the dates. 
c. It might be worth gently escalating the request, by having someone contact the Treasurer and Mr. Leidinger. 

Let me know if you'd like to discuss next steps. 
Robert 

From: evm.test@spiritmessaging.com [mailto:evm.test@spiritmessaging.com] 
Sent: Monday, March 05, 2012 10:30 AM 
To: Robert Feinstein 
Subject: Voice Message from 803-734-2655 on 3/5/12 10:29 AM for 8037376809 

Voice Message from 803-734-2655 on 3/5/12 10:29 AM 
Attachment(s): 
• Voice Message (97 sec) 

Delete this message from my Voice Mailbox 
Delete this and older messages from my Voice Mailbox 
View/Edit my EVM Settings 

Mailbox currently contains 4 New and 0 Old messages. 

1 
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Adam Jordan 

From: Rebecca Gunnlaugsson 
Sent: 
To: 

Tuesday, March 06, 2012 8:48 AM 
Adam Jordan; Hershel Harper 

Subject: FW: Custody and Securities Lending Presentations (March 20 and 21) 

Here is the presentation schedule. 
Hershel, do you think you can attend? 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Monday, March 05, 2012 12:00 PM 
To: Tammy Nichols; Faith Wright; Rebecca Gunnlaugsson; Douglas W. Lybrand; Tahiliani, Shakun; Condon, Bill; 
Leidinger, Bill; McDermott, Mike 
Cc: Adams, Clarissa; Swilley-Burke, Gwelda 
Subject: FW: Custody and Securities Lending Presentations (March 20 and 21) 

Folks, please look mover Bo 's suggested agenda for the bank presentations and let me know 
ASAP if you have questions, suggestions, additions, deletions, etc .. .. ... Thanks Much ..... Bill 
From: Abesamis, Bo [mailto:abesamis@callan.coml 
Sent: Monday, March 05, 2012 11:51 AM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun 
Subject: Custody and Securities Lending Presentations (March 20 and 21) 
Importance: High 

Bill, 

Just wanted to relay that BNY Mellon, State Street and Deutsche Bank (Seclending only) are participating in the 
presentations on March 20 and 21. Here is what I am thinking. 

CUSTODY PRESENTATIONS 
March 20, 2012 (Tuesday) 

State Street (8:30 am to 11:30 am) 
BNY Mellon (1:00pm to 4:00pm) 

Custody Topic for Discussion 
Organization 
Client Service Team 
Custody and Accounting + Reporting 
Performance Measurement and Risk Analytics 
Alternative Investment Support (PIE, Real Estate, and Absolute Strategies 

SECURITIES LENDING PRESENTATIONS 
March 21, 2012 (Wednesday) 

BNY Mellon (8:30 am to 9:30 am) 
State Street (1 0:00am to 11:00 am) 
Deutsche Bank (11 :30 am to 12:30 pm) 

Securities Lending Topic for Discussion 
Organization and Experience 
Program Structure (Distinct Capabilities) 
Risk Management and Indemnification 

1 
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Revenue Generation 

Kindly check with everybody if this is acceptable, so that I can relay to BNY Mellon, State Street and Deutsche the agenda 
and topics to cover, and at least give them time to arrange travel to Columbia. 

Thanks. 

Callan 
Bo Abesamis 1 Executive V ice President 
Trust, Custody and Securities Lending Group 

1 01 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 41 5.274.3074 
F. 41 5.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 

2 
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Adam Jordan 

From: Rebecca Gunnlaugsson 
Sent: 
To: 

Wednesday, March 07, 2012 11:21 AM 
Hershel Harper 

Cc: Adam Jordan 
Subject: FW: Custody and Securities Lending Presentations (March 20 and 21) 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, March 07, 2012 11:08 AM 
To: Abesamis, Bo 
Cc: Tammy Nichols; Faith Wright; Rebecca Gunnlaugsson; Douglas W. Lybrand; Tahiliani, Shakun; Condon, Bill; 
Leidinger, Bill; Hershel Harper; William Blume; Loftis, Curtis 
Subject: RE: Custody and Securities Lending Presentations (March 20 and 21) 

Bo, the schedule is OK from this end. Please make sure we have full and sufficient time for 
questions and answers built into each bank presentation period ..... Thanks .... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Monday, March 05, 2012 11:51 AM 
To: Leidinger, Bill 
Cc: Tahiliani, Shakun 
Subject: Custody and Securities Lending Presentations (March 20 and 21) 
Importance: High 

Bill, 

Just wanted to relay that BNY Mellon, State Street and Deutsche Bank (Seclending only) are participating in the 
presentations on March 20 and 21. Here is what I am thinking. 

CUSTODY PRESENTATIONS 
March 20, 2012 (Tuesday) 

State Street (8:30 am to 11 :30 am) 
BNY Mellon (1:00pm to 4:00pm) 

Custody Topic for Discussion 
Organization 
Client Service Team 
Custody and Accounting + Reporting 
Performance Measurement and Risk Analytics 
Alternative Investment Support (P/E, Real Estate, and Absolute Strategies 

SECURITIES LENDING PRESENTATIONS 
March 21, 2012 (Wednesday) 

BNY Mellon (8:30am to 9:30am) 
State Street (1 0:00am to 11 :00 am) 
Deutsche Bank (11:30 am to 12:30 pm) 

Securities Lending Topic for Discussion 
Organization and Experience 
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Program Structure (Distinct Capabilities) 
Risk Management and Indemnification 
Revenue Generation 

Kindly check with everybody if this is acceptable, so that I can relay to BNY Mellon, State Street and Deutsche the agenda 
and topics to cover, and at least give them time to arrange travel to Columbia. 

Thanks. 

Bo Abesamis 1 Executive V ice President 
Trust, Custody and Securities Lending Group 

1 01 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.corn 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Monday, March 12, 2012 11:15 AM 
Adam Jordan 
RE: Custody Letter From Chai rman Gillespie 

Thanks, Adam ...... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Monday, March 12, 2012 10:58 AM 
To: Leidinger, Bill 
Subject: Custody Letter From Chairman Gillespie 

Bill, 

A hard copy should have arrived previously (or should be arriving soon), but attached is an electronic version, as well. 

Thanks, 

ADM\ JORDAN I CHIEF OF STAFF 
p 803.737.6814 I M 803.S53.2433 I AJORDAN@IC.SC.GOV 
1201 MAIN STREE1 I SUITE 1S10 I COLUMBIA. scI .2.9201 
SOUTH CAROLiNA REIIRIMENT SYSTEM 

LNVESTMENT COMtvHSSION 
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Adam Jordan 

From: Hershel Harper 
Sent: Thursday, March 15, 2012 9:27 AM 
To: 
Subject: 

Adam Jordan; Robert Feinstein; Nancy Shealy 
FW: Documents Re: Custodial Bank Proposals 

FYI. ........ I will forward you their response. 

From: Hershel Harper 
Sent: Thursday, March 15, 2012 9:26AM 
To: Leidinger, Bill; KAREN WICKER karen .wicker@sto.sc.gov 
Cc: 'Condon, Bill' 
Subject: RE: Documents Re: Custodial Bank Proposals 

Bill and Karen, 

Rebecca Gunnlaugsson will not be able to attend the meetings on March 21 and 22. I am planning to attend in her 
absence. However, in reviewing the conflicts certification, I may have a potential conflict regarding State Street. I 
worked for their asset management firm, SSgA, 10 years ago. lfthis disqualifies me, then I will see if I can get someone 
else to attend. I look forward to your response. 

Thank you! 
Hershel 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Monday, March 05, 2012 8:38 AM 
To: Hershel Harper 
Cc: Leidinger, Bill; KAREN WICKER karen.wicker@sto.sc.gov 
Subject: FW: Documents Re: Custodial Bank Proposals 

Hershel, I spoke to Bill L, who is the procurement officer on the custody matter. He said that if you signed and 
submitted the attached 2 documents, then you could discuss the custody proposals w/ Rebecca and Doug. Please 
submit the signed forms to Karen Wicker in our office. 

Thanks, 
Bill 

From: Leidinger, Bill 
Sent: Monday, January 30, 2012 11:17 AM 
To: William Blume; Harper, Hershel 
Cc: Loftis, Curtis; Condon, Bill; Tahiliani, Shakun; McDermott, Mike; Robert Feinstein; Adam Jordan; Tammy Nichols; 
Wicker, Karen 
Subject: Documents Re: Custodial Bank Proposals 

Folks, attached are 2 forms regarding confidentiality and conflict of interest that are to be 
completed by each of the 2 folks from the RS and the IC and the 3 folks from the STO who will 
be serving on the advisory review panel. Please return the signed copies to Karen Wicker in the 
STOat your earliest convenience. 
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Thanks much . ... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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Adam Jordan 

From: Rebecca Gunnlaugsson 
Tuesday, April 03, 2012 4:38 PM Sent: 

To: 
Cc: 

Adam Jordan; Hershel Harper; Robert Feinstein 
Douglas W. Lybrand 

Subject: Custody timeline update 

Recap of next steps in custody RFP from today's meeting: 

April 17th - Clarification of pricing details, questions and issues due back from 3 finalists (BNYMellon, SS, Deutsche Bank) 
April 30th- May 2nd- Onsite visits 

Conversion possibilities: 
1. If we select BNYMellon for both: 

a. July 1-switch to Boston BNYMellon group 
b. Implement ancillary services over next year or two 

2. If we select SS for both: 
a. Custody and sec lending conversion would realistically be Nov/Dec timeframe 
b. Ancillary services would continue to be built out over subsequent year or two 

3. If we select BNYMellon for custody and DB for sec lending: 
a. July 1- switch to Boston BNYMellon group 
b. Implement ancillary services over next year or two 
c. Complete sec lending conversion in Nov/Dec 

Questions {Probably for Robert): What are the financial implications of moving sec lending out of BNYMellon to another 
party (either DB or SS}? What type of timeline is required for notification and completion of the termination? 

Doug, Did I miss anything? 

1 
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Adam Jordan 

From: Robert Feinstein 

Sent: 
To: 

Tuesday, April 03, 2012 5:18 PM 

Adam Jordan 

Subject: FW: Mtg next Tuesday 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, April 03, 2012 5:15PM 
To: Hershel Harper; Robert Feinstein 
Cc: Loftis, Curtis; Condon, Bill 
Subject: Mtg next Tuesday 

Folks, we just received notice of a custody meeting scheduled for next Tuesday afternoon at 
your office. Please advise of purpose of meeting ...... Thanks much . .. . .. Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Gentlemen: 

Robert Feinstein 
Monday, April 09, 2012 1:05 PM 
Adam Jordan 
Hershel Harper 
RE: Agenda for Custody RFP Discussion 4 9 12.docx 
Agenda for Custody RFP Discussion 4 9 12 ri comments.docx 

I have attached some comments regarding possible topics to cover for your consideration . 
Hope this helps. 
R. 

From: Adam Jordan 
Sent: Monday, April 09, 2012 9:30AM 
To: Robert Feinstein 
Cc: Hershel Harper 
Subject: Agenda for Custody RFP Discussion 4 9 12.docx 

Robert, 

As we discussed last week, it would be helpful to prep Allen with some key points and questions for tomorrow's Custody 
RFP meeting. I took a quick stab at a few points; can you fill in the gaps? We can discuss with Allen later today. 

Thanks, 

Adam 
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Agenda for Custody RFP Discussion- STO, RSIC, and SCRS 

RSIC Presentation Center 

April 10, 2012 

1. Review Objectives for Meeting; Overview of RFP Status 

• Review status and timeline (when will the final decisions be made; discuss timeline for 

implementation) 

• What does the STO see as the interaction with the Commission (not staff) prior to 

making final decisions? 

2. Securities Lending Scenarios for Retirement Trust Funds 

• What parameters are being utilized for calculating Sec Lending revenue? 

• Who establishes those parameters? 

3. Ancillary Services Scenarios for Retirement Trust Funds 

• What process will be followed to permit Commission to select those Ancillary Services it 

desires to obtain from the custodian for the Retirement Trust Funds? 

• [What if Commission staff needs more time to weigh alternatives to custodian's ancillary 

service offerings- could binding prices be negotiated, without triggering obligation to 

use custodian's service?] 

4. Cost Allocation and Budget Planning 

• Is it possible that evaluation committee may recommend that sec lending agent be a 

different entity than the custodian? 

o If yes, then Commission needs to get a better understanding of how custody costs 

are going to be paid for. 

• Is STO planning to seek a budget amendment relating to custody costs? 

• [Question for AJ: will Commission and STO need to enter into an MOU 

relating to custody costs?] 

o If no, we would like to review exactly how sec lending revenues will be 

allocated/used to offset custody costs. 

• Does the STO anticipate that sec lending revenues would completely offset 

custody costs? 

• If not: 

o Would some portion of custody costs need to become an 

on-budget expense for the STO? 

o Is STO planning to see a budget amendment re: same? 

5. Anticipated Contractual Arrangements 

• The Commission should approve, and directly contract with, the entities selected to (a) 

serve as Sec Lending Agent and (b) provide Ancillary Services related to the Retirement 

Trust Funds. 

o [If this requirement appears to be problematic, discuss possibility of having the RSIC 

enter into an MOU with the STO establishing the parameters of the relationship?] 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Adam and Hershel: 

Condon, Bill < Biii.Condon@sto.sc.gov> 
Monday, April 09, 2012 3:18 PM 
Adam Jordan; Hershel Harper 
Loftis, Curtis; Leidinger, Bill 
Custody RFP meeting 

The Treasurer was invited to attend a "Custody RFP meeting" to be held tomorrow at RSIC's office. The Treasurer and 
other appropriate STO personnel (including Bill Leidinger, who is the procurement officer of the current custody 
procurement process) are willing to meet w/ people from the RSIC and SCRS to discuss the custody RFP at the 
appropriate time and in compliance w/ the confidentia-lity agreements. However, the list of invitees, the title of the 
meeting, "Custody RFP meeting," and some ofthe agenda items suggest that confidential information regarding the 
procurement is likely to be discussed with persons who have not signed a confidentiality agreement. About half of the 
invitees to this meeting have not signed the confidentiality agreement regarding this procurement process. Therefore, 
the Treasurer is not able to attend this meeting, and we suggest that you ensure that those who have signed a 
confidentia lity agreement are not put in a position to violate it at the meeting. 

Maybe an amendment to the invitee list and/or some refinement or clarity to the agenda would resolve this issue, but it 
seems difficult to include people who haven't signed a confidentiality agreement in conversations about the custody 
RFP. 

The STO, of course, recognizes your desire to discuss the RSIC's needs and the financial implications of this 
procurement. We encourage you to do so. There are generic questions, like whether the RSIC wants to engage in 
securities lending, which MAY not include a discussion of confidential information. 

Also, we are willing to meet to discuss the scope of the meeting or to discuss certain items that clearly would not 
compromise anyone's ability to comply w/ a signed confidentiality agreement. 

Please contact us if you want to discuss this issue. 

Bill 

Bill Condon 
Genera l Counsel 
State Treasurer's Office 
803-734-2655 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Monday, April 09, 2012 3:36 PM 
Adam Jordan 

Subject: RE: Custody RFP meeting 

When we speak w/AIIen ... 
If signing a confidentiality agreement is the only impediment, should we (a) tell Condon that this is a non-issue (we'll 
sign) and (b) ask if the Treasurer is still free to attend this meeting? 
R 

From: Adam Jordan 
Sent: Monday, April 09, 2012 3:26 PM 
To: Robert Feinstein; Allen Gillespie 
Cc: Hershel Harper 
Subject: FW: Custody RFP meeting 

Let's discuss at 4:00. Thanks-

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Monday, April 09, 2012 3:18PM 
To: Adam Jordan; Hershel Harper 
Cc: Loftis, Curtis; Leidinger, Bill 
Subject: Custody RFP meeting 

Adam and Hershel: 

The Treasurer was invited to attend a "Custody RFP meeting" to be held tomorrow at RSIC's office. The Treasurer and 
other appropriate STO personnel (including Bill Leidinger, who is the procurement officer of the current custody 
procurement process) are willing to meet w/ people from the RSIC and SCRS to discuss the custody RFP at the 
appropriate time and in compliance w/ the confidentiality agreements. However, the list of invitees, the title of the 
meeting, "Custody RFP meeting," and some of the agenda items suggest that confidential information regarding the 
procurement is likely to be discussed with persons who have not signed a confidentiality agreement. About half of the 
invitees to this meeting have not signed the confidentiality agreement regarding this procurement process. Therefore, 
the Treasurer is not able to attend this meeting, and we suggest that you ensure that those who have signed a 
confidentiality agreement are not put in a position to violate it at the meeting. 

Maybe an amendment to the invitee list and/or some refinement or clarity to the agenda would resolve this issue, but it 
seems difficult to include people who haven't signed a confidentiality agreement in conversations about the custody 
RFP. 

The STO, of course, recognizes your desire to discuss the RSIC's needs and the financial implications of this 
procurement. We encourage you to do so. There are generic questions, like whether the RSIC wants to engage in 
securities lending, which MAY not include a discussion of confidential information. 

Also, we are willing to meet to discuss the scope of the meeting or to discuss certain items that clearly would not 
compromise anyone's ability to comply w/ a signed confidentiality agreement. 

Please contact us if you want to discuss this issue. 
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Bill 

Bill Condon 
General Counsel 
State Treasurer's Office 
803-734-2655 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Condon, Bill < Biii.Condon@sto.sc.gov> 
Monday, April 09, 2012 5:38 PM 
Adam Jordan; Hershel Harper 
Loftis, Curtis; Leidinger, Bill; Robert Feinstein; Allen Gillespie 
RE: Custody RFP meeting 

We will talk about your suggestions here tomorrow, so I might need a little more information. As I stated, it appears 
that only the Treasurer was invited. Who is actually invited and needed at the meeting? Thanks 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Monday, April 09, 2012 5:17PM 
To: Condon, Bill; Harper, Hershel 
Cc: Loftis, Curtis; Leidinger, Bill; Robert Feinstein; Allen Gillespie 
Subject: RE: Custody RFP meeting 

Thanks for your email. While we don't anticipate covering potentially confidential issues related to the RFP, those of us 
who have not already signed the confidentiality agreement will be happy to do so. 

In addition to the agenda items I sent to Bill Leidinger, Chairman Gillespie would also like to include a discussion of the 
custody issues outlined in his March 2 letter to the Treasurer. 

We look forward to seeing you at 3:00PM tomorrow. 

Thanks, 

Adam 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Monday, April 09, 2012 3:18PM 
To: Adam Jordan; Hershel Harper 
Cc: Loftis, Curtis; Leidinger, Bill 
Subject: Custody RFP meeting 

Adam and Hershel: 

The Treasurer was invited to attend a "Custody RFP meeting" to be held tomorrow at RSIC's office. The Treasurer and 
other appropriate STO personnel (including Bill Leidinger, who is the procurement officer of the current custody 
procurement process) are willing to meet w/ people from the RSIC and SCRS to discuss the custody RFP at the 
appropriate time and in compliance w/ the confidentiality agreements. However, the list of invitees, the title of the 
meeting, "Custody RFP meeting," and some of the agenda items suggest that confidential information regarding the 
procurement is likely to be discussed with persons who have not signed a confidentiality agreement. About half of the 
invitees to this meeting have not signed the confidentiality agreement regarding this procurement process. Therefore, 
the Treasurer is not able to attend this meeting, and we suggest that you ensure that those who have signed a 
confidentiality agreement are not put in a position to violate it at the meeting. 
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Maybe an amendment to the invitee list and/or some refinement or clarity to the agenda would resolve this issue, but it 
seems difficult to include people who haven't signed a confidentiality agreement in conversations about the custody 

RFP. 

The STO, of course, recognizes your desire to discuss the RSIC's needs and the financial implications of this 
procurement. We encourage you to do so. There are generic questions, like whether the RSIC wants to engage in 
securities lending, which MAY not include a discussion of confidential information. 

Also, we are willing to meet to discuss the scope of the meeting or to discuss certain items that clearly would not 
compromise anyone's ability to comply w/ a signed confidentiality agreement. 

Please contact us if you want to discuss this issue. 

Bill 

Bill Condon 
General Counsel 
State Treasurer's Office 
803-734-2655 
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Adam Jordan 

From: 
Sent: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Tuesday, AprillO, 2012 9:33 AM 

To: 
Cc: 
Subject: 

Adam Jordan; Condon, Bill; Hershel Harper 
Loftis, Curtis; Robert Feinstein; Allen Gillespie 
RE: Custody RFP meeting 

Adam, The Treasurer and I will be attending today. Bill Condon is not in the office today due to 
a death in his family. 

We are relying on your assertion that nothing confidential regarding the custody and securities 
lending RFP and related proposals will be discussed and, if that is the case, it will not be 
necessary for anyone else to sign a confidentiality agreement. We all have to be very cognizant 
of not crossing the line of confidentiality during our discussion. 

See you at 3PM .... . .. .. Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Monday, April 09, 2012 5:47PM 
To: Condon, Bill; Harper, Hershel 
Cc: Loftis, Curtis; Leidinger, Bill; Robert Feinstein; Allen Gillespie 
Subject: RE: Custody RFP meeting 

Bill, 

Thanks - feel welcome to call me, Robert, or Hershel if you need more information. Regarding attendees, you are 
welcome to bring anyone from your office. Based on my work with the RFP to this point, it seems that the Treasurer, 
you, Bill Leidinger, and Shakun would be key contributors. 

Adam 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Monday, April 09, 2012 5:38 PM 
To: Adam Jordan; Hershel Harper 
Cc: Loftis, Curtis; Leidinger, Bill; Robert Feinstein; Allen Gillespie 
Subject: RE: Custody RFP meeting 

We will talk about your suggestions here tomorrow, so I might need a little more information. As I stated, it appears 
that only the Treasurer was invited. Who is actually invited and needed at the meeting? Thanks 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Monday, April 09, 2012 5:17PM 
To: Condon, Bill; Harper, Hershel 
Cc: Loftis, Curtis; Leidinger, Bill; Robert Feinstein; Allen Gillespie 
Subject: RE: Custody RFP meeting 

Bill, 
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Thanks for your email. While we don't anticipate covering potentially confidential issues related to the RFP, those of us 
who have not already signed the confidentiality agreement will be happy to do so. 

In addition to the agenda items I sent to Bill Leidinger, Chairman Gillespie would also like to include a discussion of the 
custody issues outlined in his March 2 letter to the Treasurer. 

We look forward to seeing you at 3:00 PM tomorrow. 

Thanks, 

Adam 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Monday, April 09, 2012 3:18PM 
To: Adam Jordan; Hershel Harper 
Cc: Loftis, Curtis; Leidinger, Bill 
Subject: Custody RFP meeting 

Adam and Hershel: 

The Treasurer was invited to attend a "Custody RFP meeting" to be held tomorrow at RSIC's office. The Treasurer and 
other appropriate STO personnel (including Bill Leidinger, who is the procurement officer of the current custody 
procurement process} are willing to meet w/ people from the RSIC and SCRS to discuss the custody RFP at the 
appropriate time and in compliance w/ the confidentiality agreements. However, the list of invitees, the title ofthe 
meeting, "Custody RFP meeting," and some of the agenda items suggest that confidential information regarding the 
procurement is likely to be discussed with persons who have not signed a confidentiality agreement. About half of the 
invitees to this meeting have not signed the confidentiality agreement regarding this procurement process. Therefore, 
the Treasurer is not able to attend this meeting, and we suggest that you ensure that those who have signed a 
confidentiality agreement are not put in a position to violate it at the meeting. 

Maybe an amendment to the invitee list and/or some refinement or clarity to the agenda would resolve this issue, but it 
seems difficult to include people who haven't signed a confidentiality agreement in conversations about the custody 
RFP. 

The STO, of course, recognizes your desire to discuss the RSIC's needs and the financial implications of this 
procurement. We encourage you to do so. There are generic questions, like whether the RSIC wants to engage in 
securities lending, which MAY not include a discussion of confidential information. 

Also, we are willing to meet to discuss the scope ofthe meeting or to discuss certain items that clearly would not 
compromise anyone's ability to comply w/ a signed confidentiality agreement. 

Please contact us if you want to discuss this issue. 

Bill 

Bill Condon 
General Counsel 
State Treasurer's Office 
803-734-2655 
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Adam Jordan 

From: 
Sent: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Thursday, May 03, 2012 5:39 PM 

To: Adam Jordan 
Subject: RE: Wampee - Callan 

Adam, I am not able to commit on this now to this since it is still an active procurement and the 
Wampee attendees are not part of the procurement related activities ... .. 1 will advise you further 
shortly . ... ... Thanks ... .. Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Thursday, May 03, 2012 4:58 PM 
To: Leidinger, Bill 
Subject: Wampee - Callan 

Bill, 

We will have a Custody RFP update on the agenda for Wampee (Nov. 17 -18). We thought it would be helpful to have 
Bo from Callan offer his insight at the meeting. Can you let me know about his availability and whether additional 
charges will be incurred? 

Thanks, 

ADAAt JORDAN I CHI IF OF STAFF 
p 803.737.6814 I M 803.553.2433 I AJORDAN@IC.SC.GOV 

. 1201 MAIN 5TRE:B'T I SUITE 1510 I COLUM.lllA. sc I 29201 
SOUTH CAROLINA REHREM:ENT SYSU Jvt 

lNVESTlv\ENT COtvVvHSSIO N 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Friday, May 04, 2012 8:33 AM 
Adam Jordan 

Subject: 
Abesamis, Bo; Swilley-Burke, Gwelda 
RE: Wampee - Callan 

I am not certain if that is appropriate since many of the participants are not part of the 
procurement process and those IC staff who are have signed confidentiality 
agreements .... . . Folks from Callan are advisors to Treasurer 's Office so I ask that you not 
contact them and request any info regarding the procurement ...... . willlet you know ....... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Thursday, May 03, 2012 5:45 PM 
To: Leidinger, Bill 
Subject: Re: Wampee - Callan 

Thanks, and we can discuss an Executive Session option if it's needed. 

Thanks 

Adam 

On May 3, 2012, at 5:39 PM, "Leidinger, Bill" <Biii.Leidinger@sto.sc.gov> wrote: 

Adam, I am not able to commit on this now to this since it is still an active 
procurement and the W am pee attendees are not part of the procurement related 
activities .... .I will advise you further shortly ....... Thanks .. ... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.qov] 
Sent: Thursday, May 03, 2012 4:58 PM 
To: Leid inger, Bill 
Subject: Wampee - Callan 

Bill, 

We will have a Custody RFP update on the agenda for Wampee (Nov. 17 -18). We thought it would be 
helpful to have Bo from Callan offer his insight at the meeting. Can you let me know about his 
availability and whether additional charges will be incurred? 

Thanks, 

<imageOOl.jpg> 

1 



000541

Adam Jordan 

From: 

Sent: 
To: 
Cc: 

Subject: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Friday, May 04, 2012 8:58 AM 
Adam Jordan 
Abesamis, Bo; Swilley-Burke, Gwelda 
RE: Wampee - Callan 

Adam, no matter how you slice it, the procurement is active and will be till the contract is 
signed. The folks from the IC who are on the Advisory Selection Panel will be fully involved in 
all aspects of the procurement until the end of the process. 

We have plenty of time ahead to inform others of what we can in the right way. Callan folks 
will not be available to advise anyone outside the Advisory Selection Panel until things are 
wrapped up. 

I will be please to give an update on the procurement process and time line at Wampee, if you 
wish, but it will be general and non-specific ....... your call ....... Thanks . .... bill 

Thanks ..... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Friday, May 04, 2012 8:52AM 
To: Leidinger, Bill 
Subject: Re: Wampee - Callan 

Our understanding coming out of the meeting between SCRS, STO, and RSIC a few weeks ago was that the RFP would be 
brought before the Commission before any decisions were made (RSIC staff is not empowered to make such contractual 
and potentially investment decisions regarding sec lending). The next scheduled Commission meeting after Wampee is 
in September. Please advise on your timeline. 

Also, my original understanding was that we were splitting the costs with Callan three ways- STO, SCRS, and RSIC and 
that RSIC could utilize Callan's expertise for our specific needs. Please let me know if that has changed. 

Thanks 

Adam 

On May 4, 2012, at 8 :32AM, "Leidinger, Bill" <Bii i.Leidinger@sto.sc.gov> wrote: 

I am not certain if that is appropriate since many of the participants are not part of 
the procurement process and those IC staff who are have signed confidentiality 
agreements ..... . Folks from Callan are advisors to Treasurer's Office so I ask that 
you not contact them and request any info regarding the procurement .... ... willlet 
you know ... .... Bill 
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From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Thursday, May 03, 2012 5:45 PM 
To: Leidinger, Bill 
Subject: Re: Wampee - Callan 

Thanks, and we can discuss an Executive Session option if it's needed. 

Thanks 

Adam 

On May 3, 2012, at 5:39 PM, "Leidinger, Bill" <Biii.Leidinger@sto.sc.gov> wrote: 

Adam, I am not able to commit on this now to this since it is still an 
active procurement and the Wampee attendees are not part of the 
procurement related activities . . .. .I will advise you further 
shortly .. .. ... Thanks .... . Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Thursday, May 03, 2012 4:58 PM 
To: Leidinger, Bill 
Subject: Wampee - Callan 

Bill, 

We will have a Custody RFP update on the agenda for Wampee (Nov. 17 -18). We 
thought it would be helpful to have Bo from Callan offer his insight at the meeting. Can 
you let me know about his availability and whether additional charges will be incurred? 

Thanks, 

<image001.jpg> 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Rebecca Gunnlaugsson 
Monday, May 07, 2012 4:26 PM 
Adam Jordan 
RE: Wampee - Callan 

I like it! I am still concerned that we do not have a Callan rep to talk to commissioners about sec lending. 

From: Adam Jordan 
Sent: Monday, May 07, 2012 2:22PM 
To: Rebecca Gunnlaugsson 
Subject: FW: Wampee - Callan . 

Thoughts on this language? 

Mr. Treasurer, 

'It • ·" -

Thanks for taking the time to speak with me and Rebecca regarding the Custody RFP. As you know, the Custody RFP 
touches on several critical issues for the Investment Commission, including securities lending and ancillary 
services. Lending securities is an investment decision that carries with it potential financial risks to the portfolio, and the 
Commissioners will want to be comfortable with the benefit/risk trade-off of any decision. Additionally, the ancillary 
services could be the cornerstone of our plan to address key risks identified by Deloitte, which is one reason why we 
agreed to split the cost of Callan's contract with the other parties. 

In the correspondence below, it seems that the plan is to not provide an opportunity for the Commissioners to weigh in 
prior to execution of the contract. Based on the transcript of the Feb. 16 Commission meeting and our recollection of 
the AprillO meeting between SCRS, STO, and RSIC, the original plan was to bring recommendations for Commission
related items back to the full Commission. Our staff members on the procurement panel (Rebecca and Doug) are not 
empowered to make decisions on contracts that have the size and scope of this one. 

As I mentioned, we can try to address any confidentiality concerns by discussing matters in Executive Session, if 
necessary. 

We would like to bring this matter before the Commission at Wampee so the appropriate direction and authorization 
can be given to our staff. Thank you for your consideration of this request. 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Friday, May 04, 2012 8:58AM 
To: Adam Jordan 
Cc: Abesamis, Bo; Swilley-Burke, Gwelda 
Subject: RE: Wampee - Callan 

Adam, no matter how you slice it, the procurement is active and will be till the contract is 
signed. The folks from the IC who are on the Advisory Selection Panel will be fully involved in 
all aspects of the procurement until the end of the process. 
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We have plenty of time ahead to inform others of what we can in the right way. Callan folks 
will not be available to advise anyone outside the Advisory Selection Panel until things are 
wrapped up. 

I will be please to give an update on the procurement process and timeline at Wampee, if you 
wish, but it will be general and non-specific . . ..... your call. ...... Thanks ..... bill 

Thanks ..... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.govl 
Sent: Friday, May 04, 2012 8:52 AM 
To: Leidinger, Bill 
Subject: Re: Warn-pee- Callan 

~ -

Our understanding coming out of the meeting between SCRS, STO, and RSIC a few weeks ago was that the RFP would be 
brought before the Commission before any decisions were made (RSIC staff is not empowered to make such contractual 
and potentially investment decisions regarding sec lending). The next scheduled Commission meeting after Wampee is 
in September. Please advise on your timeline. 

Also, my original understanding was that we were splitting the costs with Callan three ways- STO, SCRS, and RSIC and 
that RSIC could utilize Callan's expertise for our specific needs. Please let me know if that has changed . 

Thanks 

Adam 

On May 4, 2012, at 8:32AM, "Leidinger, Bill" <Biii.Leidinger@sto.sc.gov> wrote: 

I am not certain if that is appropriate since many of the participants are not part of 
the procurement process and those IC staff who are have signed confidentiality 
agreements .. .... Folks from Callan are advisors to Treasurer's Office so I ask that 
you not contact them and request any info regarding the procurement ....... will let 
you know ...... . Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Thursday, May 03, 2012 5:45 PM 
To: Leidinger, Bill 
Subject: Re: Wampee - Callan 

Thanks, and we can discuss an Executive Session option if it's needed. 

Thanks 

Adam 

On May 3, 2012, at 5:39 PM, "Leidinger, Bill" <Biii.Leidinger@sto.sc.gov> wrote: 
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Adam, I am not able to commit on this now to this since it is still an 
active procurement and the Warn pee attendees are not part of the 
procurement related activities ..... I will advise you further 
shortly ...... . Thanks ..... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Thursday, May 03, 2012 4:58PM 
To: Leidinqer, Bill 
Subject: Wampee - Callan 

Bill, 

We will have a. Custody RFP update on the agen9a_for Wampee (Nov. 17 -18). -We 
thought it would be-helpful to have Bo from Callan· offer his insight at the meeting. Can 
you let me know about his availability and whether additional charges will be incurred? 

Thanks, 

<imageOOLjpg> 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Importance: 

Bill, 

Rebecca Gunnlaugsson < rgunnlaugsson@gmail.com > 
Tuesday, May 08, 2012 6:17AM 
Adam Jordan 
Thoughts? 

High 

I thought the on-site visits last week were extremely informative! Thank you so much for working so hard with 
Callan to set them up. They provided such a valuable opportunity for all of the panel members. 

Thanks for passing along Bo's comments on our goals for the May 22nd evaluation session. Since it looks like 
we will be making a number of decisions that require direction from higher authorities, I have included the 
heads of the three agencies involved in the procurement to get their feedback. (Don't worry! I deleted the parts 
ofBo's comments which can be construed as confidential.) Based on Bo's comments, it looks like the 3 groups 
need to come together to mutually work toward decisions on two major issues. With the RSIC Commissioners 
meeting coming up at Wampee next week and the higher authorities assembled, I am thinking that will give us 
the perfect venue to be able to resolve them together. 

Bill (Blume), since the STO and RSIC will already be at the Wampee meeting next week, would you be 
available to join them to enable a true 3-party collaborative decision? 

1. Securities Lending: I know the RSIC will be signing this contract, so the Commissioners will need to decide 
whether they want to engage in securities lending and, if so, whether they want to do the un/bundled proposals. 
They may also decide which restrictions they want in the contracts as well. 

Hershel, do you feel comfortable walking the Commissioners through the risks and benefits of securities 
lending, or do you think it may be helpful to have Boor another Callan expert here to answer questions about 
the intricacies of such a program? 

2. Cost Sharing: Since we have 3 parties paying for the various components of custody and ancillary services, 
we need to jointly identify means to divide those services and share those costs. I know SC is a little unique in 
having 3 agencies covering a variety of roles. And, no doubt, a number of various solutions exist. 

Curtis, do you think it may be helpful to have Boor another Callan expert on hand to provide guidance on how 
other states with similar separation of duties have structured contracts and payment arrangements in the past? 

I am, personally, immensely excited about seeing our efforts in this custody RFP come to fiuition. The outcome 
will provide such an enormous benefit to not only our agencies, but the entire state. Bill (Leidinger), thank you 
for your leading the RFP process, identifying such expertise in Callan, and keeping us all on track in a truly 
cooprerative effort. 

Rebecca 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Rebecca Gunnlaugsson 
Tuesday, May 08, 2012 12:50 PM 
Adam Jordan 
FW: Custody RFP 

Are you planning to respond to him? Possible idea below. Make sure you copy all. Maybe include a commissioners and 
bill blume? 

Bill, 

It was wonderful meeting with you as well! Thanks for coming over. I think we are on the same page with regards to 
what to present to the Commissioners-general, non-confidential information. I think we are also of the same opinion 
that the Treasurer has full authority to sign the custody contract. We differ, however, on the matter of who holds the 
authority to sign a securities lending contract. The Commissioners will, undoubtedly, need to sign that contract as it is an 
investment decision. We'll put this issue on the agenda for Wampee next week where we will all have the opportunity to 
sort through the questions together. Thanks so much for identifying these issues and working to ensure we all have the 
opportunity to address them in a collaborative manner next week. 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, May 08, 2012 11:49 AM 
To: Hershel Harper; Adam Jordan; Rebecca Gunnlaugsson; Douglas W. Lybrand 
Cc: Loftis, Curtis; Condon, Bill 
Subject: Custody RFP 

Folks, good to meet this AM and discuss informing the Commissioners at Wampee re: the 
status of the custody RFP. 

For the record, I have no problem with us advising the Commission in general, non-specific 
terms of the process we have employed in this procurement , the current status of the 
procurement, what we believe the timeline ahead will be and issues that may be 
explored/questions that may asked by the Advisory Selection Panel as it goes forward to finish 
its work and be in a position to make a specific recommendation( s) to the Treasurer. I will be 
pleased to help develop the presentation as well as participate in the presentation. 

I will remind you again that we can not reveal at W am pee who the selected finalist banks are, 
content of and contrasts between finalist proposals or any other information of a specific nature 
sufficient to identify the banks or the contents of their proposals. 

When I returned to the office I reviewed our conversation with Bill Condon and I became aware 
that I may have misspoken during our meeting. Since this is the Treasurer's procurement and 
ultimately the Treasurer's contract to sign, there may not be an opportunity for the Commission 

1 



000548

to "approve " or "disapprove" the contract. Rather, the IC staff members who are on the 
Selection Advisory Panel are expected to advise the full Selection Advisory Panel of the wants 
and needs of the Investment Commission. Once the contract is finalized and signed by the 
Treasurer, the Investment Commission will be able to select the ancillary services it wants that 
are provided by the selected custodian following whatever process it chooses. 

If Rebecca and Doug feel that a certain vendor or certain vendor's ancillary services or tools are 
critical or most important to the Investment Commission, they should make that very clear to 
the Selection Advisory Panel as we go forward. They may even want to ask the Commissioners 
what they think is most important to the Commission, but they would have to do so without 
disclosing confidential procurement infmmation. 

I apologize for my error. 

Thanks . . ... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

FYI 

From: Douglas W. Lybrand 

Douglas W. Lybrand 
Tuesday, May 15, 2012 4:36 PM 
Adam Jordan 
FW: Custodial Services/Securities Lending Recommendation 

Sent: Tuesday, May 15, 2012 4:04 PM 
To: Hershel Harper; Rebecca Gunnlaugsson 
Subject: Custodial Services/Securities Lending Recommendation 

As I will not be available Tuesday, May 22"d for the day-long evaluation of the Custodial Services and Securities Lending 
proposals, please see my thoughts below. 

In short, I would vote to retain Bank of New York Mellon (BNYM) for Custodial Services and move the Securities Lending 
operations to Deutsche Bank as soon as possible. 

Custodial Services 

After reviewing the voluminous responses from each of the proposers, the local and on-site presentations, as well as our 
consultant's independent assessment, the collective scorecard ofthe evaluation panel, reference checks and the 
collective opinion of the investment manager community, I believe that BNYM and State Street can be considered 
equally qualified to provide Custodial Services. 

Although State Street is perceived to currently possess a minor technological/reporting advantage, our consultant on 
this project, Callan Associates, has advised that BNYM is expected to leap-frog State Street in the next several 
months/quarters as improved system and process capabilities are moved into production. 

Although State Street delivered an impressive on-site demonstration, I do not believe their "performance" dramatically 
changes the underlying, fundamental capabilities of the proposers. And so from a capabilities perspective, I was not 
swayed to recommend changing custodians, especially given the time and effort involved in such an undertaking. I do 
not believe the juice is worth the squeeze. 

From a cost perspective, I believe that BNYM offers the Retirement System and Investment Commission a far more 
competitively priced package than State Street. Based upon the revised proposals, which priced each service 
independently (see table below), BNYM offers a comparable package of services costing only 1/3rd as much, or over $2.1 
million less than State Street. Based upon my experiences, BNYM has dramatically cut or now offers many services for 
free. They have taken a very aggressive stance to retain our business and I believe they should. 

Cost Comparisons 

Account Fees 
1 

BNYM 

0 

State 
Street 

141,000 
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Custody Fees 115,527 808,298 

Transactions 132A98 288,345 

Other Services 

Performance Measurement 

Monthly Return Calculations 200,000 201,125 

Daily Return Calculations 75,000 465,750 

Independent Derivatives Processing and Evaluation 54,000 0 

Portfolio Characteristics & Risk Adjusted Returns 0 0 

Peer Universe Comparison 0 50,000 

TUCS Universe 0 74,000 

Attribution 0 63,250 

Basic Compliance 0 323,000 

Intermediate Compliance 0 392,600 

Advanced Risk Analytics 140,000 302,000 

Alternative Investment Support 150,000 

Private I, Private Informant, Cap Call Mgt., etc. 125,000 

Hedge Fund Transparency 150,000 

HF Administrative Services TBD 

Daily Valuation 125,000 

Total 1,117,025 3,259,368 

BNYM estimated the cost of a hosted Data Warehousing and Investment Portfolio Account ing solution of 
$630,000. State Street requested more information before proposing a cost for those services. 

Securities Lending 

Considering the Securities Lending programs, I believe the Investment Commission would benefit from moving 
operations from BNYM to Deutsche Bank. 

Overall, Deutsche Bank scored higher than BNYM and State Street. They have no litigation issues and have not 
experienced changes to management. Deutsche Bank offers favorable risk controls and attractive indemnificat ion 
provisions. Moreover, they offer a more favorable revenue split compared with BNYM and State Street. Based upon a 
90/10 split, and a program involving overnight repos, revenues were forecast to increase from $1.5 to $3.4 million, or by 
124%. If estimated accurately, Securities Lending revenue could pay for all services quoted by BNYM including a hosted 
data warehousing solution and provide approximately $1.7 million additional revenue. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Rebecca Gunnlaugsson 
Wednesday, May 16, 2012 12:35 PM 
Adam Jordan; Hershel Harper 
FW: Tuesday May 22 mtg of Custody Selection Advisory Panel with Bo and Gwelda 

From: Leidinger, Bill [mailto:Biii .Leidinger@sto.sc.gov] 
Sent: Wednesday, May 16, 2012 9:05AM 
To: Douglas W. Lybrand; Rebecca Gunnlaugsson; Tammy Nichols; Faith Wright; Tahiliani, Shakun; Condon, Bill; 
'Abesamis, Bo'; Swilley-Burke, Gwelda; Douglas W. Lybrand 
Subject: Tuesday May 22 mtg of Custody Selection Advisory Panel with Bo and Gwelda 

Folks, I ask that you come to our meeting prepared to: 

- review with Bo and Gwelda what I believe they will have prepared as the final comparative 
evaluation regarding basic custody, ancillary services and costs 
-answer the question before the house: Which bank do you recommend for securities lending 
and which bank for custody? 
- raise any other questions or comments you believe appropriate 

See you Tuesday Thanks ... . Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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Adam Jordan 

From: Rebecca Gunnlaugsson 
Tuesday, May 22, 2012 3:23 PM 
Adam Jordan 

Sent: 
To: 
Subject: FW: DRAFT --Please review 

Any additions? 

From: Hershel Harper 
Sent: Tuesday, May 22, 2012 3:20 PM 
To: Rebecca Gunnlaugsson 
Subject: RE: DRAFT--Please review 

I actually thought that it was very good. I added a few other questions. 

Bill, 

Now that I am back in the office, I realize that none of our experts on securities lending know any of the details of the 
proposals reviewed by the evaluation panel. And, I can't share it with them. Would you be w illing to forward this along 
to Bo to get his thoughts and recommendations on the securities lending programs to be used to develop the due 
diligence memo for the Commissioners approval? In particular, can he address the following: 

1. Under what conditions and what investment guidelines should RSIC engage in a securities lending program? 
2. What is the anticipated revenue from a securities lending program, given the current portfolio of the Trust 

Fund? What does this translate to from a return on investment or yield perspective? 
3. What options does the RSIC have to increase revenue from securities lending (i.e .-converting co-mingled 

investments to managed accounts)? What are the pros and cons of such options? 
4. What qualifications of a 3'd party securities lending agent should be required? 
5. What are the benefits of choosing Deutsche Bank over a bundled custody/sec lending solution with SS or 

BNYMellon? How will the existing losses in the collateral pool be handled if we change providers? 
6. What is the risk/reward tradeoff of securities lending? How does this compare with other relative ly " safe" 

investments? 
7. Please describe other risk beyond investment risk ofthe collateral pool. 
8. Describe indemnification for the securities on loan, the collateral pool, losses from operational issues, and any 

other potential sources of loss. 

Also, I am thinking that it would be helpful to have Bo talk to the Commissioners to answer questions and provide 
support for the memo's recommendations. Maybe a conference call? 

Thanks, 
Rebecca 

1 



000553

From: Rebecca Gunnlaugsson 
Sent: Tuesday, May 22, 2012 2:37 PM 
To: Hershel Harper; Adam Jordan 
Subject: DRAFT--Please review 

Draft of letter to Billl. Please review. 

Hershel, I know I have used very non-investmenty language. Can you please make it sound like I know what I am 
talking about? 

Bill, 

Now that I am back in the office, I realize that none of our experts on securities lending know any of the details of the 
proposals reviewed by the evaluation panel. And, I can't share it with them. Would you be willing to forward this along 
to Bo to get his thoughts and recommendations on the securities lending programs to be used to develop the due 
diligence memo for the Commissioners approva l? In particular, can he address the following: 

1. Under what conditions and guidelines shou ld RSIC engage in a securities lending program? 
2. What is the anticipated revenue from a securities lending program, given the current portfolio of the Trust 

Fund? 
3. What options does the RSIC have to increase revenue from securities lending (i.e.-converting co-mingled 

investments to managed accounts)? What are the pros and cons of such options? 
4. What qualifications of a 3rd party securities lending agent should be required? 
5. What are the benefits of choosing Deutsche Bank over a bundles custody/sec lending so lution with SS or 

BNYMellon? 
6. What is the risk/reward tradeoff of securities lending? How does this compare with other relatively "safe" 

investments? 

Also, I am thinking that it would be helpful to have Bo talk to the Commissioners to answer questions and provide 
support for the memo's recommendations. Maybe a conference call? 

Thanks, 
Rebecca 
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Adam Jordan 

From: Rebecca Gunnlaugsson 
Sent: 
To: 

Wednesday, May 23, 2012 10:42 AM 
Adam Jordan; Hershel Harper 

Subject: FW: Securities Lending Recommendation 

FYI 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, May 22, 2012 4:38PM 
To: Condon, Bill 
Cc: 'Abesamis, Bo'; Rebecca Gunnlaugsson 
Subject: RE: Securities Lending Recommendation 

OK ... That's why I shot the issue to you .. ... .I'm happy if you are happy ... so long as the 
confidentiality is maintained .. ..... Thanks .. .. Bill 

From: Condon, Bill 
Sent: Tuesday, May 22, 2012 4:32PM 
To: Leidinger, Bill 
Subject: RE: Securities Lending Recommendation 

Bill, I am not sure what the problem w/ # 5 is. That seems like info that the RSIC needs. I thought Rebecca's memo 
would be confidential (w/in the procurement advisory team now) but that we would look for a way to share needed 
information w/ the RSIC (for example, they sign NDAs and meet in executive session}. If I am correct, then I think Bo can 
be as specific as needed when responding to Rebecca. 

From: Leidinger, Bill 
Sent: Tuesday, May 22, 2012 4:03 PM 
To: Rebecca Gunnlaugsson 
Cc: Condon, Bill 
Subject: RE: Securities Lending Recommendation 

Bill .. ... FYI. .... a challenge you will love! Thanks .... Bill 

From: Rebecca Gunnlaugsson [mailto:RGunnlauqsson@ic.sc.gov] 
Sent: Tuesday, May 22, 2012 3:55 PM 
To: Leidinger, Bill 
Subject: RE: Securities Lending Recommendation 

Thanks, Bill! And, if you and Bill Condon and figure out a way to get #5 into the due diligence memo to the 
Commissioners, let me know. Thank you again! 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, May 22, 2012 3:41PM 
To: 'Abesamis, Bo'; Swilley-Burke, Gwelda 
Cc: Rebecca Gunnlaugsson; Douglas W. Lybrand 
Subject: FW: Securities Lending Recommendation 
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Bo and Gwelda, please see Rebecca's note below. Would you please help her out by providing 
your insight and experience, and that of other states, with respect to her questions but please 
keep it as non-specific (i.e. no. 5 below) as possible since it relates to procurement related 
info . ... . ... Thanks ...... Bill 

From: Rebecca Gunnlaugsson [mailto:RGunnlaugsson@ic.sc.govl 
Sent: Tuesday, May 22, 2012 3:31PM 
To: Leidinger, Bill 
Subject: Securities Lending Recommendation 

Bill, 

Now that I am back in the office, I realize that none of our experts on securities lending know any of the details of the 
proposals reviewed by the evaluation panel. And, I can't share it with them. Would you be willing to forward this along 
to Bo to get his thoughts and recommendations on the securities lending programs to be used to develop the due 
diligence memo for the Commissioners approval? In particular, can he address the following: 

1. Under what conditions and what investment guidelines should RSIC engage in a securities lending program? 
2. What is the anticipated revenue from a securities lending program, given the current portfolio of the Trust 

Fund? What does this translate to from a return on investment or yield perspective? 
3. What options does the RSIC have to increase revenue from securities lending (i.e.-converting co-mingled 

investments to managed accounts)? What are the pros and cons of such options? 
4. What qualifications of a 3'd party securities lending agent should be required? 
5. What are the benefits of choosing Deutsche Bank over a bundled custody/sec lending solution with SS or 

BNYMellon? How will the existing losses in the co llateral pool be handled if we change providers? 
6. What is the risk/reward tradeoff of securities lending? How does this compare with other relatively "safe" 

investments? 
7. Please describe other risk beyond investment risk of the collateral pool. 
8. Describe indemnification for the securities on loan, the collatera l pool, losses from operational issues, and any 

other potential sources of loss. 

Thanks, 
Rebecca 
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Adam Jordan 

From: 

Sent: 
To: 

Rebecca Gunnlaugsson 
Wednesday, May 23, 2012 1:37PM 
Adam Jordan 

Subject: FW: Follow-Up 

fyi 

From: Rebecca Gunnlaugsson 
Sent: Wednesday/ May 231 2012 1:36 PM 
To: 'Abesamis1 Bo'; Biii.Leidinger@sto.sc.gov 
Cc: Swilley-Burke1 Gwelda; Douglas W. Lybrand; Tammy Nichols; Faith Wright; Condon/ Bill; Tahiliani1 Shakun; Hershel 
Harper 
Subject: RE: Follow-Up 

Bo, 

Thank you so much! This information is exceptionally helpful. Can I ask a couple of questions? 

On page 2, you say: "Based on responses to the RFP, net revenue estimates (after revenue split) is around $2 to $5 
million per 
year based on an overnight indemnified REPO program using the current investment structure of the 
Trust Fund and applicable to separate accounts only". In the Evaluation Matrix on page 20, however, the line "Overnight 
Intrinsic 20bps- REPO" has much lower estimates ranging from $908k to $2.28m. I thought this was the line we were to 
be reviewing. Is there a different line instead? 

On page 4, you reference an Astec Consulting survey from 5 years ago. Since 5 years ago was 2007-pre-crisis, do you 
know if there is anything more recent to show current usage of securities lending agents? 

Your answer to #5 seems to indicate to me that securities lending for public funds is quite often done to offset custodial 
expenses. Since our Commissioners have voted to have all sec lending revenue flow directly to the Trust Fund (making 
all custodial and ancillary expenses and on-budget item), it seems sec lending comes down to risk management and 
revenue generation. Correct? 

Again, thank you immensely! 
Rebecca 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Wednesday, May 231 2012 1:09 PM 
To: Rebecca Gunnlaugsson; Biii.Leidinqer@sto.sc.gov 
Cc: Swilley-Burke1 Gwelda; Douglas W. Lybrand; Rebecca Gunnlaugsson; Tammy Nichols; Faith Wright; Condon, Bill; 
Tahiliani1 Shakun; Hershel Harper 
Subject: Follow-Up 
Importance: High 

Rebecca and Bill , 

This is to answer the questions that was brought to my attention yesterday after our meeting. 

BO 
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Callan 
Bo Abesamis J Executive Vice President 
Trust , Custody and Securities Lending Group 

1 01 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

lnfonmation contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Importance: 

Rebecca Gunnlaugsson 
Thursday, May 24, 2012 10:14 AM 
Adam Jordan 
FW: Follow-Up 
Callan Memorandum DRAFT SC Follow-Up Items May-23-2012 Version 2 Corrected.pdf; 
Callan Research - SecLendSurvey 2009 Final.pdf 

High 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Thursday, May 24, 2012 10:01 AM 
To: Rebecca Gunnlaugsson; Biii.Leidinger@sto.sc.gov 
Cc: Swilley-Burke, Gwelda; Douglas W. Lybrand; Tammy Nichols; Faith Wright; Condon, Bill; Tahiliani, Shakun; Hershel 
Harper 
Subject: RE: Follow-Up 
Importance: High 

Rebecca, 

Here is the corrected version. 

In terms of the Astec Consulting Survey, there is no updated figure that I am aware of. However, people who are familiar 
with the study noted that the numbers or percentages on who use custody or 3rd party have stayed the same. I also 
included additional research as attached. 

Regarding public funds who use securities lending to offset costs of administration or custody, their mantra is risk 
management. If you are seeking alpha generation or performance boost, then revenue generation is king. Specific to 
your other question on budget items, the approach that I support or normally done by Public Funds, is for securities 
lending revenues flow back to the TrusUFund Level (not portfolio level} and then expenses (custody, administration, etc.) 
are budgeted for as separate items. Netting seclending revenues with custody costs is ok but I rather have full separate 
transparent accounting. 

80 

From: Rebecca Gunnlaugsson [mailto:RGunnlaugsson@ic.sc.govl 
Sent: Wednesday, May 23, 2012 10:36 AM 
To: Abesamis, Bo; Biii .Leidinger@sto.sc.gov 
Cc: Swilley-Burke, Gwelda; Douglas W. Lybrand; Tammy Nichols; Faith Wright; Condon, Bill; Tahiliani, Shakun; Hershel 
Harper 
Subject: RE: Follow-Up 

Bo, 

Thank you so much! This information is exceptionally helpful. Can I ask a couple of questions? 

On page 2, you say: "Based on responses to the RFP, net revenue estimates (after revenue split) is around $2 to $5 
million per 
year based on an overnight indemnified REPO program using the current investment structure of the 

1 



000559

Trust Fund and applicable to separate accounts only" . In the Evaluation Matrix on page 20, however, the line "Overnight 
Intrinsic 20bps- REPO" has much lower estimates ranging from $908k to $2.28m. I thought this was the line we were to 
be reviewing. Is there a different line instead? 

On page 4, you reference an Astec Consulting survey from 5 years ago. Since 5 years ago was 2007-pre-crisis, do you 
know if there is anything more recent to show current usage of securities lending agents? 

Your answer to #5 seems to indicate to me that securities lending for public funds is quite often done to offset custodial 
expenses. Since our Commissioners have voted to have all sec lending revenue flow directly to the Trust Fund (making 
all custodial and ancillary expenses and on-budget item), it seems sec lending comes down to risk management and 
revenue generation. Correct? 

Again, thank you immensely! 
Rebecca 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Wednesday, May 23, 2012 1:09PM 
To: Rebecca Gunnlaugsson; Biii.Leidinqer@sto.sc.gov 
Cc: Swilley-Burke, Gwelda; Douglas W. Lybrand; Rebecca Gunnlaugsson; Tammy Nichols; Faith Wright; Condon, Bill; 
Tahiliani, Shakun; Hershel Harper 
Subject: Follow-Up 
Importance: High 

Rebecca and Bill, 

This is to answer the questions that was brought to my attention yesterday after our meeting. 

80 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Folks : 

Robert Feinstein 

Tuesday, May 29, 2012 5:44 PM 
Adam Jordan; Hershel Harper 

Nancy Shealy 
RE: Follow-up from last RSIC meeting 

Here is the note that I'd propose to send to Mr. Condon in response to his email of last week. Adam: I may 
have gone a little too far down the road of clarifying next steps w/regard to sec lending and ancillary services

I ended up thinking we should be clear about what we want. Please let me know if you have any questions or 
suggestions. 

Thanks, 
R. 

Bill: 

In response to your email of May 22: 

The motion approved by the Commission earlier this month at Wampee provided that one entity- the 
Commission- would be retaining fiduciary counsel. RSIC staff and counsel are not free to modify this directive 

unless and until directed by the Commission. 

I am available to discuss implementation of the motion that the Commission approved relating to securities 

lending and ancillary services. In order to implement the motion, the Commission and State Treasurer's Office 
(STO) will need to enter into two separate agreements: 

a. One agreement would relate to securities lending. In this agreement, the Commission would (i) 
appoint STO as the entity responsible for the conduct of the SCRS trust funds' securities lending 
program, and (ii) set forth its parameters for the program (for example, the investment guidelines 

appl icable to investment and re-investment of securities lending collateral) . Key terms and 
conditions- for example, the term ofthe agreement, termination provisions, reporting, process for 
notifying STO of changes to parameters, etc.- would also be spelled out, along with provisions 
noting that the SCRS trust funds' sec lending revenues cannot be commingled with State funds, and 
documenting how this separation will be maintained. STO would, in turn, enter into a sub-advisory 
or similar arrangement with the securities lending agent selected as a result of the pending 
solicitation which duly incorporates the Commission's requirements. 

b. The second agreement would concern ancillary services. In this second document, (i) the 
Commission would identify certain enumerated ancillary services which STO would agree to obtain 
from the bank selected to provide core custody services for the SCRS trust funds (the "core custody 
provider" ), (ii) key terms and conditions- for example, the term of the agreement, termination 
provisions for each ancillary service selected by the Commission, service level agreements, etc.

would be spelled out, and (iii) the parties would clarify the budgetary arrangements that will be 
used to pay for the ancillary services selected by the Commission. STO would, in turn, ensure that 
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the Commission's requirements are duly incorporated into a contract with the core custody 

provider. 

Regards, 

Robert 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Thursday, May 24, 2012 8:29AM 
To: Robert Feinstein 
Subject: RE: Follow-up from last week's RSIC meeting 

Thanks 

From: Robert Feinstein [mailto:RFeinstein@ic.sc.gov] 
Sent: Wednesday, May 23, 2012 4:10 PM 
To: Condon, Bill 
Subject: RE: Follow-up from last week's RSIC meeting 

Bill : 
Thanks for your note. 
I am reviewing both items with staff, and will follow up with you. 
Best wishes, 
Robert 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.qov] 
Sent: Tuesday, May 22, 2012 2:53PM 
To: Robert Feinstein 
Subject: Follow-up from last week's RSIC meeting 

Robert: 

The Treasurer would like for the RSIC and STO to jointly hire and be jointly represented by the fiduciary counsel that is to 
be engaged concerning STO's access to information. Please let me know your thoughts, time frame, etc. 

On a second issue, I heard many differing opinions on the meaning ofthe motion approved by the Commission members 
concerning securities lending and ancillary services. My understanding is that the Commission members approved a 
motion for the RSIC to contract w/ the STO to perform securities lending and ancillary services that the RSIC deems 
proper. Therefore, I am thinking that STO and RSIC may need to enter into one or two MOUs in which RSIC authorizes 
STO to perform (likely subcontract) securities lending and ancillary services. However, as I said, not everyone, even at 
STO, agrees w/ how I heard and understood the motion. I'd like to meet w/ you to agree upon the meaning of the 
motion (if it is clear enough to come to an agreement) and to talk about how it can be implemented. {We may need a 
copy of the transcript.) Certainly getting this work done as the procurement process continues will allow RSIC to get the 
services that it wants in a more timely fashion. At today's procurement advisory team meeting, we also discussed the 
need to the Commission members to decide on whether to engage in securities lending and presenting them w/ a 
recommendation and certain facts ASAP. (Rebecca plans to start preparing a memo.) There are some procedural 
legalities about doing disclosing confidential procurement information that we also should discuss (e.g., whether NDAs 
are needed for Commission members to receive this procurement information and whether this discussion can and 
should be held in executive session). I believe that we should be able to find a way for the Commission members to get 
the information about securities lending and ancillary services that they need. Please let me know your thoughts about 
this too . 
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Of course, we could meet on either or both issues if email becomes too burdensome. 

Thanks, 

Bill 

Bill Condon 

General Counsel 
State Treasurer's Office 
803-734-2655 
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Adam Jordan 

From: 
Sent: 

Wicker, Karen <Karen.Wicker@sto.sc.gov> 
Thursday, May 31, 2012 1:09 PM 

To: Adam Jordan 
Cc: Leidinger, Bill 
Subject: RFP Custody Services documents 
Attachments: RFP Advisory Panel documents - STO.pdf 

Adam, 

Attached are the Confidentiality Form and the Conflict of Interest Form that Bill is referring to. Please print, sign and 
return to me. 

If you have any questions, please let me know. 

Thanks, 
Karen 

Karen L. Wicke1~ CGFO , CPM 
Senior Assislani Slate Trcasw·cr- A dm 
SC O ffice oF tl1e Stale T reasurer 
P.O. Box 11778 
Columbia, SC 2.9211 
Phone: (803) 734-.9871 
Fax: (803) 734-3473 

From: Leidinger, Bill 
Sent: Wednesday, May 30, 2012 10:55 AM 
To: Adam Jordan 
Cc: Wicker, Karen 
Subject: 

Adam, Karen will send documents to you ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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SC Office of the State Treasurer's Procurement Office (STO) 
RFP Advisory Panel "Briefing" 

Instructions to the Advisory Review Panel 

You have been selected to provide input and advice in the selection of a vendor to fulfill the needs of the State Treasurer's 
Office as set forth in the subject RFP. The STO has reviewed the contractual language in each proposal received and you 
have received all those proposals that the STO believes meet the contractual terms and conditions contained in the RFP. 
Your responsibility is to review and score each proposal. 

1. Conflict of Interest- See applicable form. 

2. Review in Proposals - The RFP listed the STO's requirements for this procurement. Those requirements 
containing the words "musf' or "shall" are considered mandatory. If you believe that an offer or's proposal fails to 
meet one of these requirements, notify the STO procurement officer as soon as possible. The procurement officer 
will review your findings and notify the other panel members. Any proposal not meeting a mandatory requirement 
must be eliminated from consideration. There may be other requirements listed in the RFP containing the words 
such as could, may, might, or should. These requirements are considered optional or desirable. If you do not 
understand an Offeror's response to a requirement, contact the STO Procurement Officer and ask the 
Procurement Officer to seek clarification from the Offeror. The Procurement Officer will get the clarification for you 
and share that information with the other members of the advisory review panel. It is imperative that all evaluators 
have the same information concerning an Offer or's proposal. DO NOT contact the Offeror on your own! This 
could jeopardize the procurement 

3. Independent Evaluation - Your responsibility is to provide impartial, unbiased advice of each and every 
proposal according to the evaluation criteria contained in the RFP. You must arrive at your scores independently, 
without the influence of any other evaluator. The evaluation panel may meet for the purpose of discussions prior 
to finalizing scores and making an award. All scoring panel members must attend all meetings of the evaluation 
committee. 

4. Rating Structure - The evaluation points for each award criteria are as indicated on the advisory evaluation 
sheet. 

5. Cost - If cost was an initial evaluation criteria, the points for cost will. either be figured by the chairperson or his 
designee based on a formula supplied by the STO Procurement, or subjectively by the each evaluator, as 
instructed by the Procurement Officer. 

6. Score Sheets - Score sheets are to be completed and signed in ink by each advisory review panel member prior 
to turning them in to the chairperson. No comments or documentation of scoring should be on the score sheets. 

7. Documentation of Scoring - For each proposal, advisors will provide a brief written explanation for the points 
awarded for each evaluation criteria. This explanation will be included in the Procurement Officer's file and subject 
to public review under the Freedom of Information Act. Advisors should not include working papers, notes, or 
extraneous comments with the advisory information returned to the Procurement Officer. 

8. Confidentiality - All information presented or reviewed and anything discussed during the entire advisory 
process is considered confidential. You will be required to return all copies of the proposals to the STO 
Procurement Officer upon completion of the evaluation. No discussions with anyone not part of this advisory 
evaluation process (internal or external) until an award is made or finalized. 

STO RFP Advisory Panel Briefing 
Current as of January 2012 
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CONFLICT OF INTEREST CERTIFICATION 

I have been selected to serve on the Advisory Review Panel for Solicitation of Custodial 
Services. By my signature below, I hereby certify: 

(A) To the best of my knowledge and belief, no conflict of interest exists that: 

(1) diminishes my capacity to impartially and objectively review the proposals 
submitted; 

(2) has the potential to result in a biased opinion or unfair advantage; or 
(3) prevents me from evaluating any proposal submitted solely on its merits and in 

accordance with the evaluation criteria. 

(B) In determining whether any conflict of interest exists, I have considered all of the 
following factors that might place me in a position of conflict, actual or apparent, 
with the evaluation proceedings: 

(1) my relationship with any potential contractor, subcontractor or direct competitor 
of any potential contractor under consideration by the evaluation committee; 

(2) my stocks, bonds, and other financial interests or commitments; 
(3) my employment and business arrangements (past, present, and under 

consideration); and 
(4) to the extent known by me, the financial interests and employment and business 

arrangements of members of my immediate family. 

(C) I have a continuing obligation to disclose any circumstance that may create an actual 
or apparent conflict of interest. If I learn of any such conflict, I will report it 
immediately to the Procurement Officer. I will perform no more duties related to the 
evaluation of proposals until I receive instructions on the matter. 

(D) I have read and understand the requirements of the Ethics, Governmental 
Accountability, and Campaign Reform Act (State Ethics Act) found at 
www.scstatehouse.gov/code/t08c0 13 .htm 

(E) I understand that any actual or apparent conflict of interest, however innocent, may 
result in my removal from the evaluation committee. 

(Signature) 

(Name) 

(Date) 
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CONFIDENTIALITY AND ADVISORY REVIEW PANEL BRIEFING 
CERTIFICATIONS FOR INDIVIDUALS REVIEWING REQUEST FOR PROPOSALS: 

CUSTODIAL SERVICES 

I have been selected to serve on the advisory review panel for Solicitation of Custodial Services. 
By my signature below, I hereby certify: 

CONFIDENTIALITY OF INFORMATION CERTIFICATION 

A. I fully understand the confidential nature of the proposal review group discussions 
related thereto and agree 1) to return all review-related materials to the State 
Treasurers Administration Office; 2) not to discuss these materials or the review 
proceedings with any individual except those directly involved in the review; 3) 
refer all inquiries made of me concerning any aspect of the review proceedings to 
Karen L. Wicker, State Treasurer Office, (803) 734-9871, or by email at 
karen. wicker@sto.sc. gov 

And, 

PROPOSAL EVALUATION BRIEFING INSTRUCTIONS 

B. I received the Advisory Review Panel Briefmg Instructions prior to my actual 
evaluation. 

Name (Print) 

____________________________________________ ! __________________ _ 

Signature 
Date 



000567

Adam Jordan 

From: 
Sent: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Thursday, May 31, 2012 5:21 PM 

To: 
Cc: 

Adam Jordan; KAREN WICKER karen.wicker@sto.sc.gov 

Rebecca Gunnlaugsson 
Subject: RE: RFP Custody Services documents 

Thank you, Adam .... .I trust and hope you and Rebecca are spending time together to get you up 
to full speed .... . . Thanks ..... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Thursday, May 31, 2012 5:18PM 
To: Wicker, Karen 
Cc: Leidinger, Bill 
Subject: RE: RFP Custody Services documents 

Karen, 

Please see attached. 

Thanks, 

Adam 

From: Wicker, Karen [mailto:Karen.Wicker@sto.sc.gov] 
Sent: Thursday, May 31, 2012 1:09 PM 
To: Adam Jordan 
Cc: Leidinger, Bill 
Subject: RFP Custody Services documents 

Adam, 

Attached are the Confidentiality Form and the Conflict of Interest Form that Bill is referring to. Please print, sign and 

return to me. 

If you have any questions, please let me know. 

Thanks, 

Karen 

Karen L. Wickc1~ CGFO, CPM 
Senior Assist;mt State Trea.'iw·er- A dm 
SC OfTice of the State Treasurer 
P.O. Box 11778 
Co1wnbia, SC 29211 
Phone: (803) 734-9871 
Fax: (803) 734-3473 
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From: Leidinger, Bill 
Sent: Wednesday, May 30, 2012 10:55 AM 
To: Adam Jordan 
Cc: Wicker, Karen 
Subject: 

Adam, Karen will send documents to you .. . .. Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

2 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Bill: 

Robert Feinstein 
Friday, June 01, 2012 10:35 AM 
Condon, Bill (Biii.Condon@sto.sc.gov) 
Adam Jordan; Hershel Harper; Nancy Shealy 
Response to questions re: last Commission meeting 

In response to your email of May 22: 

I am available to discuss implementation of the motion that the Commission approved relating to securities 
lending and ancillary services. In order to implement the motion, the Commission and State Treasurer's Office 
{STO) will need to enter into two separate agreements: 

a. One agreement would relate to securities lending. In this agreement, the Commission would (i} 
appoint STO as the entity responsible for the conduct of the SCRS trust funds' securities lending 
program, and (ii} set forth its parameters for the program (for example, the investment guidelines 
applicable to investment and re-investment of securities lending collateral}. Key terms and 
conditions- for example, the term ofthe agreement, termination provisions, reporting, process for 
notifying STO of changes to parameters, etc.- would also be spelled out. We will need to include 
provisions noting that the SCRS trust funds' securities lending program (securities placed on loan, 
sec lending revenues} must be kept separate and distinct from, and cannot be commingled with, 

any other program overseen by STO, and documenting how this separation will be 
maintained. STO would, in turn, enter into a sub-advisory or similar arrangement with the 
securities lending agent selected as a result ofthe pending solicitation which duly incorporates the 

Commission's requirements. 

b. The second agreement would concern ancillary services. In this second document, (i) the 
Commission would identify certain enumerated ancillary services which STO would agree to obtain 
from the bank selected to provide core custody services for the SCRS trust funds (the "core custody 
provider"}, (ii} key terms and conditions- for example, the term of the agreement, termination 
provisions for each ancillary service selected by the Commission, service level agreements, etc.
would be spelled out, and (iii} the parties would clarify the budgetary arrangements that will be 
used to pay for the ancillary services selected by the Commission . STO would, in turn, ensure that 
the Commission's requirements are duly incorporated into a contract with the core custody 
provider. 

Wouldn't a lightly modified version of the one page confidentiality document signed by members oft he 
evaluation committee suffice to provide the commissioners and others with necessary information? 

The motion approved by the Commission earlier this month at Wampee provided that one entity-- the 
Commission-- would be retaining fiduciary counsel. RSIC staff and counsel are not free to modify this 
directive unless and until directed by the Commission. 

Regards, 

1 
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Robert 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Thursday, May 24, 2012. 8:2.9 AM 
To: Robert Feinstein 
Subject: RE: Follow-up from last week's RSIC meeting 

Thanks 

From: Robert Feinstein [mailto:RFeinstein@ic.sc.gov] 
Sent: Wednesday, May 2.3, 2.012. 4:10 PM 
To: Condon, Bill 
Subject: RE: Follow-up from last week's RSIC meeting 

Bill: 
Thanks for your note. 
I am reviewing both items with staff, and will follow up with you. 
Best wishes, 
Robert 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Tuesday, May 2.2., 2.012. 2.:53 PM 
To: Robert Feinstein 
Subject: Follow-up from last week's RSIC meeting 

Robert: 

The Treasurer would like for the RSIC and STO to jointly hire and be jointly represented by the fiduciary counsel that is to 
be engaged concerning STO's access to information. Please let me know your thoughts, time frame, etc. 

On a second issue, I heard many differing opinions on the meaning ofthe motion approved by the Commission members 
concerning securities lending and ancillary services. My understanding is that the Commission members approved a 
motion for the RSIC to contract w/ the STO to perform securities lending and ancillary services that the RSIC deems 
proper. Therefore, I am thinking that STO and RSIC may need to enter into one or two MOUs in which RSIC authorizes 
STO to perform (likely subcontract) securities lending and ancillary services. However, as I said, not everyone, even at 
STO, agrees w/ how I heard and understood the motion. I'd like to meet w/ you to agree upon the meaning of the 
motion (if it is clear enough to come to an agreement) and to talk about how it can be implemented. (We may need a 
copy of the transcript.) Certainly getting this work done as the procurement process continues will allow RSIC to get the 
services that it wants in a more timely fashion. At today's procurement advisory team meeting, we also discussed the 
need to the Commission members to decide on whether to engage in securities lending and presenting them w/ a 
recommendation and certain facts ASAP. (Rebecca plans to start preparing a memo.) There are some procedural 
legalities about doing disclosing confidential procurement information that we also should discuss (e.g., whether NDAs 
are needed for Commission members to receive this procurement information and whether this discussion can and 
should be held in executive session). I believe that we should be able to find a way for the Commission members to get 
the information about securities lending and ancillary services that they need. Please let me know your thoughts about 
this too. 

Of course, we could meet on either or both issues if email becomes too burdensome. 

Thanks, 
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Bill 

Bill Condon 
General Counsel 
State Treasurer's Office 
803-734-2655 

3 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Friday, June 01, 2012 12:35 PM 
Adam Jordan; Hershel Harper 

Subject: FW: Response to questions re: last Commission meeting 

Just FYI- meeting set. 
R 

From: Robert Feinstein 
Sent: Friday, June 01, 2012 12:29 PM 
To: 'Condon, Bill' 
Subject: RE: Response to questions re: last Commission meeting 

Next Thursday at 2 pm at our offices would be fine. 
See you then and have a good weekend. 
R 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Friday, June 01, 2012 12:26 PM 
To: Robert Feinstein 
Subject: RE: Response to questions re: last Commission meeting 

Robert, I don' t expect that a final decision regarding the ongoing procurement will be made next week. Let's meet at 2 
pm next Thursday (or suggest another time). I'll come to your office if that is more convenient for you. 

Bill 

From: Robert Feinstein [mailto:RFeinstein@ic.sc.gov] 
Sent: Friday, June 01, 2012 12:08 PM 
To: Condon, Bill 
Cc: Adam Jordan; Harper, Hershel; Shealy, Nancy 
Subject: RE: Response to questions re: last Commission meeting 

Bill: 
Next Thursday afternoon is much better for me, but I don't know the timetable for making the final contract award 
decisions. I would greatly appreciate the opportunity to meet with you before any final contract award decisions are 
made, and I'm willing to reschedule other things to make that happen. 
Thanks, 
Robert 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.qov] 
Sent : Friday, June 01, 2012 11:47 AM 
To: Robert Feinstein 
Subject: RE: Response to questions re: last Commission meeting 

Robert, I think we should meet to discuss implementation. When these agreements would be needed seems like an 
unknown variable right now. The commission hasn't made a decision on whether it wants to engage in sec lending or 
which ancillary services it wants to procure and whether it has the budget to do so. Therefore, do we wait until those 
decisions are made before entering into one or both of these agreements? And if those decision are not made soon, the 
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procurement decision regarding the master custodian would need to be made w/o knowing whether the commission 
will engage in sec lending or which ancillary services the commission wants and what custodian it may prefer. Are you 
available on Tuesday or Thursday afternoon of next week to discuss? 

From: Robert Feinstein [mailto:RFeinstein@ic.sc.gov] 
Sent: Friday, June 01, 2012 10:35 AM 
To: Condon, Bill 
Cc: Adam Jordan; Harper, Hershel; Shealy, Nancy 
Subject: Response to questions re: last Commission meeting 

Bill: 

In response to your email of May 22: 

I am available to discuss implementation of the motion that the Commission approved relating to securities 
lending and ancillary services. In order to implement the motion, the Commission and State Treasurer's Office 

{STO) will need to enter into two separate agreements: 

a. One agreement would relate to securities lending. In this agreement, the Commission would (i) 
appoint STO as the entity responsible for the conduct ofthe SCRS trust funds' securities lending 
program, and (ii) set forth its parameters for the program (for example, the investment guidelines 
applicable to investment and re-investment of securities lending collateral). Key terms and 
conditions- for example, the term of the agreement, termination provisions, reporting, process for 
notifying STO of changes to parameters, etc.- would also be spelled out. We will need to include 
provisions noting that the SCRS trust funds' securities lending program (securities placed on loan, 

sec lending revenues) must be kept separate and distinct from, and cannot be commingled with, 
any other program overseen by STO, and documenting how this separation will be 
maintained. STO would, in turn, enter into a sub-advisory or similar arrangement w ith the 

securities lending agent selected as a result of the pending solicitation which duly incorporates the 
Commission's requirements. 

b. The second agreement would concern ancillary services. In this second document, (i) the 
Commission would identify certain enumerated ancillary services which STO would agree to obtain 
from the bank selected to provide core custody services for the SCRS trust funds (the "core custody 
provider"), (ii) key terms and conditions- for example, the term of the agreement, termination 
provisions for each ancillary service selected by the Commission, service level agreements, etc.
would be spelled out, and (iii) the parties would clarify the budgetary arrangements that will be 

used to pay for the ancillary services selected by the Commission . STO would, in turn, ensure that 
the Commission's requirements are duly incorporated into a contract with th-e core custody 

provider. 

Wouldn't a lightly modified version ofthe one page confidentiality document signed by members ofthe 
evaluation committee suffice to provide the commissioners and others with necessary information? 

The motion approved by the Commission earlier this month at Wampee provided that one entity-- the 
Commission-- would be retaining fiduciary counsel. RSIC staff and counsel are not free to modify this 
directive unless and until directed by the Commission. 

Regards, 
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Robert 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Thursday, May 24, 2012 8:29AM 
To: Robert Feinstein 
Subject: RE: Follow-up from last week's RSIC meeting 

Thanks 

From: Robert Feinstein [mailto:RFeinstein@ic.sc.gov] 
Sent: Wednesday, May 23, 2012 4:10 PM 
To: Condon, Bill 
Subject: RE: Follow-up from last week's RSIC meeting 

Bill: 
Thanks for your note. 
I am reviewing both items with staff, and will follow up with you. 
Best wishes, 
Robert 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Tuesday, May 22, 2012 2:53 PM 
To: Robert Feinstein 
Subject: Follow-up from last week's RSIC meeting 

Robert: 

The Treasurer would like for the RSIC and STO to jointly hire and be jointly represented by the fiduciary counsel that is to 
be engaged concerning STO's access to information. Please let me know your thoughts, time frame, etc. 

On a second issue, I heard many differing opinions on the meaning of the motion approved by the Commission members 
concerning securities lending and ancillary services. My understanding is that the Commission members approved a 
motion for the RSIC to contract w/ the STO to perform securities lending and ancillary services that the RSIC deems 
proper. Therefore, I am thinking that STO and RSIC may need to enter into one or two MOUs in which RSIC authorizes 
STO to perform (likely subcontract) securities lending and ancillary services. However, as I said, not everyone, even at 
STO, agrees w/ how I heard and understood the motion. I'd like to meet w/ you to agree upon the meaning of the 
motion (if it is clear enough to come to an agreement) and to talk about how it can be implemented. (We may need a 
copy of the transcript.) Certainly getting this work done as the procurement process continues will allow RSIC to get the 
services that it wants in a more timely fashion. At today's procurement advisory team meeting, we also discussed the 
need to the Commission members to decide on whether to engage in securities lending and presenting them w/ a 
recommendation and certain facts ASAP. (Rebecca plans to start preparing a memo.) There are some procedural 
legalities about doing disclosing confidential procurement information that we also should discuss (e.g., whether NDAs 
are needed for Commission members to receive this procurement information and whether this discussion can and 
should be held in executive session). I believe that we should be able to find a way for the Commission members to get 
the information about securities lending and ancillary services that they need. Please let me know your thoughts about 
this too. 

Of course, we could meet on either or both issues if email becomes too burdensome. 

Thanks, 

3 



000575

Bill 

Bill Condon 
General Counsel 
State Treasurer's Office 
803-734-2655 

4 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 
Attachments: 

Importance: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Thursday, June 07, 2012 8:21 AM 
Abesamis, Bo; Swil ley-Burke, Gwelda 
Douglas W. Lybrand; Adam Jordan; Tammy Nichols; Faith Wright; Condon, Bill; Tahiliani, 
Shakun 

FW: South Carolina 
South Carolina Fee Follow-up June 2012 Final.doc; 060612 Letter Final.pdf 

High 

Thanks much, Bo ..... . we sincerely appreciate your efforts on our behalf ... .. have a great 
weekend .... bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Wednesday, June 06, 2012 6:10PM 
To: Leidinger, Bill 
Cc: Swilley-Burke, Gwelda 
Subject: FW: South Carolina 
Importance: High 

Bill, 

Here is the email on the Fee Clarification Proposal from BNY Mellon. 

BO 

From: susan.swiqor@bnymellon.com [mailto:susan.swigor@bnymellon.com] 
Sent: Wednesday, June 06, 2012 8:22 AM 
To: Abesamis, Bo 
Cc: claire.sonnenberg@bnymellon.com; robert.carroll@bnymellon.com; catherine.wargo@bnymellon.com 
Subject: South Carolina 

Bo, 

As promised, attached please find proposed fees for South Carolina based upon our most recent discussion. Thank you 
for your time, insight and guidance. We look forward to the next steps. 

Kindly, 

Susan 

Susan D. Swigor, Managing Director • The Bank of New York Mellon 
US Asset Servicing· Tel 617.382.2399 ·Mobile 617.306.4654 • susan.swigor@bnymellon.com 

The information contained in this e-mail, and any attachment, is confidential and is intended solely for the use 
of the intended recipient. Access, copying or re-use of the e-mail or any attachment, or any information 
contained therein, by any other person is not authorized. If you are not the intended recipient please return the e
mail to the sender and delete it from your computer. Although we attempt to sweep e-mail and attachments for 
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viruses, we do not guarantee that either are virus-free and accept no liability for any damage sustained as a 
result of viruses. 

Please refer to http://disclaimer.bnymellon.com/eu.htm for certain disclosures relating to European legal 
entities. 
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State of South Carolina Retirement Systems 

April Proposal June Proposal 

Domestic Custody & Accounting $260,000 $260,000 
• Core Services including, but not limited to: safekeeping of assets, trade settlement, income 

collection, cash processing, accounting, monthly reporting, manager reconciliations, corporate 

actions, proxy notification, class action processing, regulatory reporting 

• On-line Reporting {Workbench) 

• Data Interface with 3rd Party Providers {already established feeds) 

Global Custody & Accounting 

• Above fee for Domestic Custody & Accounting includes: up to $200 million in active developed 
global markets & the first 1,000 developed global markets transactions 

• See attached tiers for any global assets & transactions over the above parameters 

3rd Party FX Transactions $35 per transaction $10 per transaction 

Daily Valuation $125,000 $125,000 
• Provides an audited NAV calculation on a daily basis 

Private Investment Support $125,000 $125,000 

• Private i base product 

• Private i Advanced Analytics 

• Private informant 

• Private IQ 

• Data Management 

• Capital Call Management 

• Document Management 

• Reconciliation Support 

Performance & Risk Analytics $200,000 $200,000 
• Monthly Returns to Sector Level 

• Non-Lagged Performance 

• Monthly Analytics 

• Monthly Look-thru Analytics 

• Daily Analytics 

• Manager Return Reconciliations 

• BNYM Universe & Charts 

• Portfolio Level Attribution 

• Total Fund Attribution 

• Daily Compliance 

TUCS not quoted $15,000 
• TUCS can also be substituted for BNY Mellon Universe & Charts within the flat P&RA fee 

Daily Performance $75,000 $75,000 
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Monthly Investor Analytics $140,000 $140,000 
• One plan- each additional plan = $10,000 

• Access to Investor Analytics' fully interactive website 

• Integration with BNY Mellon in order to aggregate positions into the lA Risk Service 

• Calculation of VaR and other risk statistical analysis on a single plan, its portfolios and two 

different reporting hierarchies 

• Portfolio level correlations 

• Liability modeling feature 

• Custom market model creation tool 

• Market stress and portfolio stress tools 

• Historical reports 

Daily Investor Analytics $260,000 $230,000 
• One plan- each additional plan = $15,000 

• Same access (except on a daily basis} as stated in the Monthly Investor Analytics Service 

3rd Party Lending $75,000 per lender $75,000 per lender 

Out of Pocket Fees (stamp duty & re-registration} pass-through pass-through 

Data Interface with 3rd Party Providers (new feeds} not quoted pass-through 

Independent Derivatives Valuation $54,000 {unbundled) $50,000 (flat) 
• Monthly independent valuation for OTC derivatives utilizing third party vendors 

ProxyEdge not quoted $2,500 
• ProxyEdge Standard- ability to suppress all paper ballots, vote across an entire security as 

opposed to account by account, maintain SEC compliance 

Extended Investment Transparency $150,000 $50,000 
• Normalize & store data 

• Reporting capabilities 

• Once the product is out of beta testing mode and in production, the fee will increase to 
$150,000 

Eagle (Assets Under Management not in excess of $35 billion} 

• Investment Data Hub* $418,000 
• Accounting* $506,000 

* Fees do not include implementation costs 

$380,000 
$250,000 
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State of South Carolina Treasurer's Office General Account and LGIP 

April Proposal June Proposal 

Domestic Custody & Accounting $165,000 $125,000 
• Core Services including, but not limited to: safekeeping of assets, trade settlement, income 

collection, cash processing, accounting, monthly reporting, manager reconciliations, corporate 
actions, proxy notification, class action processing, regulatory reporting 

• On-line Reporting (Workbench) 

• Data Interface with 3rd Party Providers (already established feeds) 

Performance & Risk Analytics $25,000 $25,000 

• Monthly Returns to Sector Level 

• Monthly Analytics 

• Monthly Look-thru Analytics 

• Daily Analytics 

• Manager Return Reconciliations 

• BNYM Universe & Charts 

• Portfolio Level Attribution 

• Total Fund Attribution 

• Daily Compliance 

Monthly Investor Analytics $20,000 $20,000 
• One plan- each additional plan= $10,000 

• Access to Investor Analytics' fully interactive website 

• Integration with BNY Mellon in order to aggregate positions into the lA Risk Service 

• Calculation of VaR and other risk statistical analysis on a single plan, its portfolios and two 

different reporting hierarchies 

• Portfolio level correlations 

• Liability modeling feature 

• Custom market model creation tool 

• Market stress and portfolio stress tools 

• Historical reports 

Transfer Agency Services* $75,000 $75,000 

* Fees do not include implementation costs 
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Active Global Market Fees 

Developed 
Tier 1- 1 bp, $10 per trade- Australia, Canada, Cedel, Euroclear, France, Germany, Italy, Japan, 
Netherlands, Sweden, UK 

Tier 2- 3 bps, $15 per trade- Belgium, Denmark, Finland, Ireland, Mexico, New Zealand, Norway, 

South Africa, Spain, Switzerland 

Tier 3- 5 bps, $20 per trade- Austria, Brazil, Greece, Hong Kong, Luxembourg, Malaysia, Portugal, 
Singapore, South Korea, Thailand, Turkey 

Intermediate 
Tier 4- 20 bps, $50 per trade- Argentina, Bangladesh, Chile, China, Croatia, Czech Rep, Egypt, Estonia, 

Hungary, India, Indonesia, Israel, Latvia, Lithuania, Philippines, Poland, Russia, Sri Lanka, Taiwan 

Tier 5- 40 bps, $70 per trade- Bermuda, Cayman Islands, Channel Islands, Colombia, Cyprus, Ecuador, 

Iceland, Malta, Mauritius, Morocco, Pakistan, Peru, Slovak Republic, Vietnam 

Emerging 
Tier 6- 60 bps, $85 per trade- Botswana, Ghana, Jordan, Kenya, Namibia, Nigeria, Romania, 
Swaziland, Venezuela, Zambia, Zimbabwe 

Tier 7- 90 bps, $150 per trade- Bahrain, Benin Bolivia, Bulgaria, Burkina Faso, Costa Rica, Guinea 
Bissau, Ivory Coast, Jamaica, Kazakhstan, Kuwait, Lebanon, Mali, Niger, Oman, PAA, Panama, Qatar, 
Saudi Arabia, Senegal, Serbia, Slovenia, Togo, Trinidad, Tobago, Tunisia, Uganda, Ukraine, UAE, 
Uruguay 
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June 6, 2012 

Mr. Virgilio Abesamis 
Executive Vice President 
Callan 
101 California Street 
San Francisco, CA 94111 

Dear Bo, 

BNY MELLON 
ASSET SERVICING 

Susan Swigor 
Managing Director 

BNY Mellon Asset Servicing 

(617) 382-2399 Office 
(617) 382-2004 Fax 

Thank you for taking time to walk through the South Carolina Fee Schedule with us. We appreciate your 
feedback and have revised the fee proposal based upon our discussion. Attached please f ind a 
document, detailing both individual fees and information regarding specific products and services 
associated with each fee. Please note the following as you review the information: 

• An overall fee reduction of$174,000 was incorporated. 
• A fee of $380,000 is proposed for the Eagle PACE Data Hub. 

• There are two services which also have associated implementation fees, Eagle and Transfer 
Agency. If South Carolina is interested in these two services, we would suggest further 
discussion and perhaps an on-site visit to better estimate these costs. 

On behalf of the BNY Mellon team, thank you. Subsequent to your review of this information, we would 
be pleased to discuss further. 

Best regards, 

Attachment 

Signature Redacted
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Adam Jordan 

From: 
Sent: 
To: 

Subject: 
Attachments: 

Importance: 

OOPS! 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Thursday, June 07, 2012 8:30AM 
Douglas W. Lybrand; Adam Jordan; Tammy Nichols; Faith Wright; Condon, Bill; Tahiliani, 
Shakun 
FW: SC Fee response 
SC - Retirement and GeneraiAccoutLGIP 6-6-12 Final.xlsx.zip; SC Fund Admin detail 
6-6-12.doc.zip; SC Fund Admin Managed Account Services detail 6-6-12.doc.zip; SC 
Transfer Agency LGIP Proposal 6-6-12.docx.zip; SC PA Fee Analysis Detai l 
1-13-12.xlsx.zip; SC Alternative Support detail1-13-12.docx.zip; State Street Suite of 
Advanced Analytics.pptx.zip; Third Party Securities Lending Fee_Schedule 
1-13-12.doc.zip 

High 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Wednesday, June 06, 2012 6:11PM 
To: Leidinger, Bill 
Cc: Swilley-Burke, Gwelda 
Subject: FW: SC Fee response 
Importance: High 

Bill, 

Here is the Fee Clarification Proposal from State Street. 

BO 

From: Protasewich, Richard G [mailto:rgprotasewich@statestreet.com] 
Sent: Wednesday, June 06, 2012 2:15 PM 
To: Abesamis, Bo 
Cc: Schafer, Mark E; Sullivan, Martin 
Subject: RE: SC Fee response 

Bo: 

Thanks fo r the opportunity to fine tune our fee proposal based on the additional information gather from the 

on-site visit ofthe evaluation team and d iscussion with you. Attached is the information you requested in our 

format as well as supporting documentation with greater detail into t he fees and scope of services. Please call 

me at 704-560-5560 with any questions as you review. 

Revised Spreadsheet 

« SC- Retirement and GeneraiAccoutLGIP 6-6-12 Final.xlsx.zip» 

1 
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Supporting Documentation 

« SC Fund Admin detail6-6-12.doc.zip» « SC Fund Admin Managed Account Services detail6-6-12.doc.zip» «SC 
Transfer Agency LGIP Proposal 6-6-12.docx.zip» «SC PA Fee Analysis Detail1-13-12.xlsx.zip» «SC Alternative 
Support detail1-13-12.docx.zip» « State Street Suite of Advanced Analytics.pptx.zip» « Third Party Securities 
Lending Fee_Schedule 1-13-12.doc.zip» 

Call me at 704-560-5560 w ith any questions. 

I look forward to your feedback. 

Thanks 

Rich 

From: Abesamis, Bo [mailto:abesamis@callan.coml 
Sent : Wednesday, June 06, 2.012. 2.:49 PM 
To: Protasewich, Richard G 
Cc: Schafer, Mark E; Sullivan, Martin 
Subject: RE: SC Fee response 

Rich, 

Thanks. I am anxiously waiting for your SC Fee Response. 

BO 

From: Protasewich, Richard G [mailto:rqprotasewich@statestreet.com] 
Sent: Wednesday, June 06, 2.012. 4:57AM 
To: Abesamis, Bo 
Cc: Schafer, Mark E; Sullivan, Martin 
Subject: SC Fee response 

Bo: 

Just wanted to let you know we are finalizi ng our information based on ou r call last week and I will have it to 

you today. 

Thanks 

Rich 

Richard G. Protasewich, Vice President 

State Street Global Scn •iccs 1 lnstitutiona\ l nvestors Services I One Lincoln Street, Boston, MA 02 111 

P 6 17-664-3788 I F 6 17-786-20791 M 704-560-5560 I rgprotasewich@statestreet.com 

W\VW.slatestreetglobalservices.com 

Limited Access [See instructions above to change content classification] 

Go green. Consider the environment before printing this email. 
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The information contained in this email and any attachments have been classified as limited access and/or privileged State Street information/communication and 
is intended solely for the use of the named addressee(s). If you are not an intended recipient or a person responsible for delivery to an intended recipient, please 
notify the author and destroy this email. Any unauthorized copying, disclosure, retention or distribution of the material in this email is strictly forbidden. - Thank 
you. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Leidinger, Bill < Bill.Leidinger@sto.sc.gov> 

Tuesday, July 03, 2012 11:02 AM 
Hershel Harper; Douglas W. Lybrand; Adam Jordan 

Custody 

Folks, if your schedules permit, I would like to come over on Thursday or Friday and have a 
general discussion about going forward on the custody RFP. 

Now that it looks like the IC most probably will not receive the additional funding it had sought, I 
would like to discuss the specific services the IC would like to receive from a custodian bank to 
strengthen your back office and investment management practices and the associated costs of each. 
I also would like to discuss working together to frame up a BD 100 to secure the needed additional 
funding that the Treasurer and the IC can together support. 

I would also like to discuss the process to be used in securing the IC's approval. 

Please let me know what days and times are good for you ....... Thanks .. ... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-23 78 Mobile 

1 
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Adam Jordan 

From: 
Sent: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Tuesday, July 03, 2012 11:54 AM 

To: 
Subject: 

Adam Jordan; Hershel Harper; Douglas W. Lybrand 
RE: Custody 

Let's meet Monday at either 10:30 or 2. I don't think we need more than 1 hour. Let me know 
which works best for you . ..... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Tuesday, July 03, 2012 11:25 AM 
To: Leidinger, Bill; Harper, Hershel; Lybrand, Douglas 
Subject: RE: Custody 

Bill, 

Welcome back and thank you for your email. We look forward to a discussion on the issues outlined below. Hershel will 
be traveling as part of the investment consultant RFP process on Thursday and Friday. Would Monday (7 /9) from 9:30-
12:00 or after 2:00 work for you? If not, then Doug and I can meet with you on Friday, but I would prefer to have 
Hershel attend. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Tuesday, July 03, 2012 11:02 AM 
To: Hershel Harper; Douglas W. Lybrand; Adam Jordan 
Subject: Custody 

Folks, if your schedules permit, I would like to come over on Thursday or Friday and have a 
general discussion about going forward on the custody RFP. 

Now that it looks like the IC most probably will not receive the additional funding it had sought, I 
would like to discuss the specific services the IC would like to receive from a custodian bank to 
strengthen your back office and investment management practices and the associated costs of each. 
I also would like to discuss working together to frame up a BD 100 to secure the needed additional 
funding that the Treasurer and the IC can together support. 

I would also like to discuss the process to be used in securing the IC' s approval. 

Please let me know what days and times are good for you .. .. . .. Thanks ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 

1 
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Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-23 78 Mobile 

2 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Adam, 

Adams, Clarissa < Clarissa.Adams@sto.sc.gov> 
Wednesday, January 23, 2013 4:01 PM 
Adam Jordan 
Budget Hearing 

Will you please provide the detail that makes up the $1.6 million for custody services? Based on the presentation in 
September to the Commission, I understand the $2.1 million dollar request included the server so I subtracted that 
amount. 

I understand there are confidentiality issues with the RFP-1 am not interested in any details whatsoever that would 
compromise confidentiality. That said, it might be easiest if you simply provided a dollar figure by the items you listed on 
page 4 of the Ways and Means presentation for the "off the shelf' technology items. 

Thanks, 
Clarissa 

1 
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Adam Jordan 

From: Robert Feinstein 
Sent: 
To: 

Thursday, July OS, 2012 6:11 PM 
Adam Jordan 

Subject: FW: Meeting - confidential - ale privileged communication 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Thursday, July 05, 2012 5:09PM 
To: Robert Feinstein 
Subject: RE: Meeting 

Robert, after reading the Chairman's letter, I don' t know that there is a "growing consensus." I'll have to check on things 
here and get back to you about meeting. 

Bill 

From: Robert Feinstein [mailto:RFeinstein@ic.sc.gov] 
Sent: Thursday, July 05, 2012 4:54PM 
To: Condon, Bill 
Subject: Meeting 

Bill : 
I hope you're well. I understand that, over the last 48 hours or so, there has been an exchange of communications 
between the Commission's Chairman and the Treasurer relating to confidentiality and custody issues. While I have not 
yet seen all ofthe communications, I am told that there is growing consensus about ways in w hich these issues can be 
resolved. I would like to set up a time for you and me to meet, go over the communications and address open issues. 
am available tomorrow (Friday, 7 /6) to meet with you. 
Please let me know if/when you can meet. 
Thanks, 
Robert 

ROBiE liT FE INSTEIN I CHIEF l EGAL OFFICIR 
p 803.737.6809 IF 803.737.7070 I IUElNSTElN@lC.SQGOV 

rrtt~i»J.... 1201 ~ STREU I SUlTE 1510 I COLU.M.BIA. sc I 29201 
SOUTH CAROliNA RTII!liMENT SYST'EM 

lNVESTMENT COM.IvHSSION 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 

Friday, July 06, 2012 9:57AM 
michelle.cook@bnymellon.com 

Raven, Dinah; Adams, Clarissa; Tahiliani, Shakun; Douglas W. Lybrand; Adam Jordan; 

Tammy Nichols; Faith Wright; Abesamis, Bo 
BNY and STO 

Michelle, long time, no chat! Hope you and yours are doing well and enjoying the summer. 

We are all very busy with yearend activities and have time for most nothing else. As we work with 
BNY on closing matters, we are sensing some uncertainty and perhaps confusion on the part of 
some from BNY regarding what BNY group is to service us. 

We have not made any decisions regarding our custody procurement and the procurement is still 
open. We will look to you and the rest of the BNY group that has been servicing us over recent 
years to continue to fully service us. We will instruct you otherwise in the future as may be 
appropriate. 

Thanks much and stay cool! Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 
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Adam Jordan 

From: 

Sent: 
To: 
Cc: 

Subject: 

Hi Bill, 

Cook/ Michelle D <michelle.cook@bnymellon.com> 
Friday, July 06 1 2012 10:53 AM 
'bi ll.le id i ng er@ sto.sc.gov' 
'Dinah.Raven@sto.sc.gov'; 'Ciarissa.Adams@sto.sc.gov'; 'Shakun.Tahiliani@sto.sc.gov'; 
Douglas W. Lybrand; Adam Jordan; Tammy Nichols; Faith Wright; 
'abesamis@callan.com' 
Re: BNY and STO 

It has been awhile since we spoke. 

I hope you had a wonderful vacation and July 4th. 

I would like to confirm the current BNY Mellon teams commitment to the South Carolina relationship and apologize if 
there has been confusion or any misunderstandings. 

The Asset Services Team is and has always been committed to provide the Treasurer's Office, the Investment 
Commission and the Retirement Systems support in all activities inclusive of SC's year end processing and reporting. 

We understand the procurement is still under review and respect your process. 

We are committed to provide SC with quality products and services with continued support as we have over the many 
years of our relationship. 

Please let me know if any issues arise or we are not meeting or exceeding the expectations of South Carolina. 

All the Best 

Kind Regards 
Michelle 

Michelle Cook 
Relationship Executive 
Tel.# 212 635-7287 
Fax #212 635-8780 

From: Leidinger, Bill [mailto: Bill. Leidinger@sto.sc.gov] 
Sent: Friday, July 06, 2012 09:56 AM 
To: Cook, Michelle D 
Cc: Raven, Dinah <Dinah.Raven@sto.sc.gov>; Adams, Clarissa <Ciarissa.Adams@sto.sc.gov>; Tahiliani, Shakun 
<Shakun.Tahiliani@sto.sc.gov>; Lybrand, Douglas <dlybrand@ic.sc.gov>; Adam Jordan <AJordan@ic.sc.gov>; Tammy 
Nichols <tnichols@retirement.sc.gov>; Faith Wright <FWright@retirement.sc.gov>; Abesamis, Bo 
<abesamis@callan.com> 
Subject: BNY and STO 

Michelle, long time, no chat! Hope you and yours are doing well and enjoying the summer. 

1 
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We are all very busy with yearend activities and have time for most nothing else. As we work with 
BNY on closing matters, we are sensing some uncertainty and perhaps confusion on the part of 
some from BNY regarding what BNY group is to service us. 

We have not made any decisions regarding our custody procurement and the procurement is still 
open. We will look to you and the rest of the BNY group that has been servicing us over recent 
years to continue to fully service us. We will instruct you otherwise in the future as may be 
appropriate. 

Thanks much and stay cool! Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-23 78 Mobile 

The information contained in this e-mail, and any attachment, is confidential and is intended solely for the use 
of the intended recipient. Access, copying or re-use of the e-mail or any attachment, or any information 
contained therein, by any other person is not authorized. If you are not the intended recipient please return the e
mail to the sender and delete it from your computer. Although we attempt to sweep e-mail and attachments for 
viruses, we do not guarantee that either are virus-free and accept no liability for any damage sustained as a 
result of viruses. 

Please refer to http://disclaimer.bnymellon.com/eu.htm for certain disclosures relating to European legal 
entities. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Adam: 

Condon, Bill <Biii.Condon@sto.sc.gov> 
Friday, July 20, 2012 10:23 AM 
Adam Jordan 
Leidinger, Bill 
Custody RFP 
CONFIDENTIALITY CERTIFICATIONS for Custodial Services Commissioners.pdf 

Attached is the confidentiality certification that needs to be signed by Commission members and selected Commission 
staff (who are not advisory panel members) before they receive any confidential info about the custody RFP. 

Thanks, 
Bill 

Bill Condon 
General Counsel 
State Treasurer's Office 
803-734-2655 

1 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Tuesday, July 31, 2012 11:35 AM 
Tammy Nichols; Faith Wright 
Douglas W. Lybrand; Adam Jordan 

Custody Services 
South Carolina Fee Follow-up June 2012 Final.doc 

Folks, below is the latest pricing from the BoBY for custody services in response to the RFP. The 
Investment Commission and the STO are working on identifying services they each want. The plan 
is that the STO and the Investment Commission will prepare their own lists of services and costs 
and then support each other's requests before the Other Funds Subcommittee. 

I don' t know if the Retirement Systems has the ability to fund its requested custody services 
without a BD 100 but if you do need a BD 100, I suggest you proceed to prepare a BD 100 and we 
can then all coordinate and support each other's requests. 

Tammy had mentioned one time that maybe the retirement fund should pay all these costs but I 
don't how she currently feels about that. Please advise. 

Let's stay in close touch ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 
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State of South Carolina Retirement Systems 

April Proposal June Proposal 

Domestic Custody & Accounting $260,000 $260,000 
• Core Services including, but not limited to: safekeeping of assets, trade settlement, income 

collection, cash processing, accounting, monthly reporting, manager reconciliations, corporate 
actions, proxy notification, class action processing, regulatory reporting 

• On-line Reporting (Workbench) 
• Data Interface with 3rd Party Providers (already established feeds) 

Global Custody & Accounting 

• Above fee for Domestic Custody & Accounting includes: up to $200 million in active developed 
global markets & the first 1,000 developed global markets transactions 

• See attached tiers for any global assets & transactions over the above parameters 

3rd Party FX Transactions $35 per transaction $10 per transaction 

Daily Valuation $125,000 $125,000 
• Provides an audited NAV calcu lation on a daily basis 

Private Investment Support $125,000 $125,000 

• Private i base product 

• Private i Advanced Analytics 

• Private informant 

• Private IQ 

• Data Management 

• Capital Call Management 

• Document Management 

• Reconciliation Support 

Performance & Risk Analytics $200,000 $200,000 
• Monthly Returns to Sector Level 

• Non-Lagged Performance 

• Monthly Analytics 

• Monthly Look-thru Analytics 

• Daily Analytics 

• Manager Return Reconciliations 

• BNYM Universe & Charts 

• Portfolio Level Attribution 

• Total Fund Attribution 

• Daily Compliance 

TUCS not quoted $15,000 
• TUCS can also be substituted for BNY Mellon Universe & Charts with in the flat P&RA fee 

Daily Performance $75,000 $75,000 
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Monthly Investor Analytics $140,000 $140,000 

• One plan- each additional plan= $10,000 

• Access to Investor Analytics' fully interactive website 

• Integration with BNY Mellon in order to aggregate positions into the lA Risk Service 

• Calculation of VaR and other risk statistical analysis on a single plan, its portfolios and two 
different reporting hierarchies 

• Portfolio level correlations 

• Liability modeling feature 

• Custom market model creation tool 

• Market stress and portfolio stress tools 

• Historical reports 

Daily Investor Analytics $260,000 $230,000 
• One plan- each additional plan= $15,000 

• Same access (except on a daily basis) as stated in the Monthly Investor Analytics Service 

3rd Party Lending $75,000 per lender $75,000 per lender 

Out of Pocket Fees (stamp duty & re-registration) pass-through pass-through 

Data Interface with 3rd Party Providers (new feeds) not quoted pass-through 

Independent Derivatives Valuation $54,000 {unbundled) $50,000 {flat) 
• Monthly independent valuation for OTC derivatives utilizing third party vendors 

ProxyEdge not quoted $2,500 
• ProxyEdge Standard- ability to suppress all paper ballots, vote across an entire security as 

opposed to account by account, maintain SEC compliance 

Extended Investment Transparency $150,000 $50,000 

• Normalize & store data 

• Reporting capabilities 
• Once the product is out of beta testing mode and in production, the fee will increase to 

$150,000 

Eagle (Assets Under Management not in excess of $35 bi llion ) 

• Investment Data Hub* $418,000 
• Accounting* $506,000 

* Fees do not include implementation costs 

$380,000 
$250,000 
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State of South Carolina Treasurer's Office General Account and LGIP 

April Proposal June Proposal 

Domestic Custody & Accounting $165,000 $125,000 
• Core Services including, but not limited to: safekeeping of assets, trade settlement, income 

collection, cash processing, accounting, monthly reporting, manager reconciliations, corporate 
actions, proxy notification, class action processing, regulatory reporting 

• On-line Reporting (Workbench) 
• Data Interface with 3rd Party Providers (already established feeds) 

Performance & Risk Analytics $25,000 $25,000 

• Monthly Returns to Sector Level 

• Monthly Analytics 

• Monthly Look-thru Analytics 

• Daily Analytics 

• Manager Return Reconciliations 

• BNYM Universe & Charts 

• Portfolio Level Attribution 

• Total Fund Attribution 

• Daily Compliance 

Monthly Investor Analytics $20,000 $20,000 

• One plan- each additional plan = $10,000 

• Access to Investor Analytics' fully interactive website 

• Integration with BNY Mellon in order to aggregate positions into the lA Risk Service 

• Calculation ofVaR and other risk statistical analysis on a single plan, its portfolios and two 
different reporting hierarchies 

• Portfolio level correlations 

• Liability modeling feature 

• Custom market model creation tool 

• Market stress and portfolio stress tools 

• Historical reports 

Transfer Agency Services* $75,000 $75,000 

* Fees do not include implementation costs 
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Active Global Market Fees 

Developed 
Tier 1- 1 bp, $10 per trade- Australia, Canada, Cedel, Euroclear, France, Germany, Italy, Japan, 
Netherlands, Sweden, UK 

Tier 2- 3 bps, $15 per trade- Belgium, Denmark, Finland, Ireland, Mexico, New Zealand, Norway, 
South Africa, Spain, Switzerland 

Tier 3 - 5 bps, $20 per trade- Austria, Brazil, Greece, Hong Kong, Luxembourg, Malaysia, Portugal, 
Singapore, South Korea, Thailand, Turkey 

Intermediate 
Tier 4- 20 bps, $50 per trade- Argentina, Bangladesh, Chile, China, Croatia, Czech Rep, Egypt, Estonia, 
Hungary, India, Indonesia, Israel, Latvia, Lithuania, Philippines, Poland, Russia, Sri Lanka, Taiwan 

Tier 5- 40 bps, $70 per trade- Bermuda, Cayman Islands, Channel Islands, Colombia, Cyprus, Ecuador, 
Iceland, Malta, Mauritius, Morocco, Pakistan, Peru, Slovak Republic, Vietnam 

Emerging 
Tier 6- 60 bps, $85 per trade- Botswana, Ghana, Jordan, Kenya, Namibia, Nigeria, Romania, 
Swaziland, Venezuela, Zambia, Zimbabwe 

Tier 7- 90 bps, $150 per trade- Bahrain, Benin Bolivia, Bulgaria, Burkina Faso, Costa Rica, Guinea 

Bissau, Ivory Coast, Jamaica, Kazakhstan, Kuwait, Lebanon, Mali, Niger, Oman, PAA, Panama, Qatar, 
Saudi Arabia, Senegal, Serbia, Slovenia, Togo, Trinidad, Tobago, Tunisia, Uganda, Ukraine, UAE, 

Uruguay 
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Adam Jordan 

From: 
Sent: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Tuesday, July 31, 2012 1:44 PM 

To: Adam Jordan 
Subject: RE: Custody Services 

Adam, we are putting that together and will adsvise ...... bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Tuesday, July 31, 2012 1:41PM 
To: Leidinger, Bill 
Subject: RE: Custody Services 

Thanks for the update, Bill. Which services is the STO requesting in the BD 100? 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, July 31, 2012 11:35 AM 
To: Tammy Nichols; Faith Wright 
Cc: Douglas W. Lybrand; Adam Jordan 
Subject: Custody Services 

Folks, below is the latest pricing from the BoBY for custody services in response to the RFP. The 
Investment Commission and the STO are working on identifying services they each want. The plan 
is that the STO and the Investment Commission will prepare their own lists of services and costs 
and then support each other's requests before the Other Funds Subcommittee. 

I don't know if the Retirement Systems has the ability to fund its requested custody services 
without a BD 100 but if you do need a BD 100, I suggest you proceed to prepare a BD 100 and we 
can then all coordinate and support each other's requests. 

Tammy had mentioned one time that maybe the retirement fund should pay all these costs but I 
don't how she currently feels about that. Please advise. 

Let's stay in close touch ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 
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Adam Jordan 

From: 
Sent: 

Leidinger, Bill < Bi ii.Leidinger@sto.sc.gov> 
Tuesday, July 31, 2012 3:31 PM 

To: Tammy Nichols 
Cc: 
Subject: 

Douglas W. Lybrand; Adam Jordan; Faith Wright 
RE: Custody Services 

Will decide after BDIOO's developed and decided by Other Funds Subcommittee ....... Bill 

From: Tammy Nichols [mailto:Tnichols@retirement.sc.gov] 
Sent: Tuesday, July 31, 2012 3:29 PM 
To: Leidinger, Bill 
Cc: Lybrand, Douglas; Adam Jordan; Faith Wright 
Subject: RE: Custody Services 

Do you have a target date for when you expect to finalize the new custody and securities lending agreements? 

Tammy 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, July 31, 2012 11:35 AM 
To: Tammy Nichols; Faith Wright 
Cc: Douglas W. Lybrand; Adam Jordan 
Subject: Custody Services 

Folks, below is the latest pricing from the BoBY for custody services in response to the RFP. The 
Investment Commission and the STO are working on identifying services they each want. The plan 
is that the STO and the Investment Commission will prepare their own lists of services and costs 
and then support each other's requests before the Other Funds Subcommittee. 

I don't know if the Retirement Systems has the ability to fund its requested custody services 
without a BDlOO but if you do need a BDlOO, I suggest you proceed to prepare a BDIOO and we 
can then all coordinate and support each other' s requests. 

Tammy had mentioned one time that maybe the retirement fund should pay all these costs but I 
don't how she currently feels about that. Please advise. 

« File: South Carolina Fee Follow-up June 2012 Final. doc» 

Let's stay in close touch ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 

1 
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Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

2 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 

Tuesday, August 07, 2012 12:37 PM 
Douglas W. Lybrand; Adam Jordan 
Sarah Corbett 

Custody Services 

Folks, I trust you are working on identifying and costing the services you would be interested in 
securing from the State's custodian bank . I believe you have all the information you need to reach 
a decision but please call me should you have questions. I will be back to you in a few 
days ..... Thanks ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 



000605

Adam Jordan 

From: 
Sent: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Wednesday, August 29, 2012 5:26PM 

To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: 
Subject: 

Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
RE: Custody Services 

Thanks, Adam. We were advised by the State Budget Office that the Other Funds 
Subcommittee would not meet until after the election in early November. I mentioned this to 
Hershel yesterday. That means that we all have to have any BD100's for services and related 
costs done and ready before that time so the Budget office can get everything ready for the 
Subcommittee's consideration. I guess that means you may want to raise and discuss your 
options sooner rather than later. 

Karen, please advise and update everyone regarding any information you receive from the 
Budget Office, including due date for BD 100's. 

FYI, we are not only preparing a BD 100 for the services, and costs related thereto, that we are 
interested in, we are also developing our FY budget request to include the following year's full 
cost if the BD 100 approved. AND , if not, we will include initial costs request. 

Thanks again .... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Wednesday, August 29, 2012 4:57 PM 
To: Leidinger, Bill 
Subject: RE: Custody Services 

Bill, 

Following up on your email below, where do we stand on the timeline for making a decision? We are trying to plan for 
both the implementation of important ancillary services and the upcoming Commission meeting. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Tuesday, August 07, 2012 12:37 PM 
To: Douglas W. Lybrand; Adam Jordan 
Cc: Sarah Corbett 
Subject: Custody Services 

Folks, I trust you are working on identifying and costing the services you would be interested in 
securing from the State's custodian bank . I believe you have all the information you need to reach 

1 
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a decision but please call me should you have questions. I will be back to you in a few 
days .... .Thanks ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

2 
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Adam Jordan 

From: 
Sent: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Thursday, August 30, 2012 8:30AM 

To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: 
Subject: 

Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
RE: Custody Services 

Fine with me ... . probably would not be a tt·i-party BD 100 but rather separate but well 
coordinated BD lOO's .. ... . you certainly can go ahead and purchase any thing that you want 
and need but you would have to negotiate with BNY Mellon outside this procurement and could 
make no reference to the procurement or procurement prices . ... .it would all be under current 
prices .. . .I will be out for a couple of days but will schedule a meeting for next week when I 
return .. ... Thanks ...... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Wednesday, August 29, 2012 5:44 PM 
To: Leidinger, Bill; Lybrand, Douglas; Harper, Hershel 
Cc: Tammy Nichols; Faith Wright; Wicker, Karen; William Blume 
Subject: RE: Custody Services 

Bill, 

I recommend that we reconvene and discuss further. Are we waiting on BD 100 approval before selecting a Custodian? 
There are several other issues to consider: 

• How to approach the issues around Sec Lending. 

• Before we go too far down the path of a tri-party BD 100, it seems appropriate to discuss what each group plans 
to include in the request. 

• Furthermore, there are ancillary services that the RSIC could procure now with our existing budget 
allocation. Thus, we may want to procure those services immediately and forgo the BD 100 process for those 
services that would take longer to implement. 

More details and thoughtful consideration would certainly be helpful from RSIC's perspective. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Wednesday, August 29, 2012 5:26 PM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 

Thanks, Adam. We were advised by the State Budget Office that the Other Funds 
Subcommittee would not meet until after the election in early November. I mentioned this to 
Hershel yesterday. That means that we all have to have any BD 100' s for services and related 

1 
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costs done and ready before that time so the Budget office can get everything ready for the 
Subcommittee's consideration. I guess that means you may want to raise and discuss your 
options sooner rather than later. 

Karen, please advise and update everyone regarding any information you receive from the 
Budget Office, including due date for BD 100 's. 

FYI, we are not only preparing a BD 100 for the services, and costs related thereto, that we are 
interested in, we are also developing our FY budget request to include the following year's full 
cost if the BD 100 approved. AND , if not, we will include initial costs request. 

Thanks again ... . Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.qov] 
Sent: Wednesday, August 29, 2012 4:57 PM 
To: Leidinger, Bill 
Subject: RE: Custody Services 

Bill, 

Following up on your email below, where do we stand on the timeline for making a decision? We are trying to plan for 
both the implementation of important ancillary services and the upcoming Commission meeting. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Tuesday, August 07, 2012 12:37 PM 
To: Douglas W. Lybrand; Adam Jordan 
Cc: Sarah Corbett 
Subject: Custody Services 

Folks, I trust you are working on identifying and costing the services you would be interested in 
securing from the State's custodian bank. I believe you have all the information you need to reach 
a decision but please call me should you have questions. I will be back to you in a few 
days ... .. Thanks ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

2 
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Adam Jordan 

From: 
Sent: 

Reynolds Williams <Reynolds@willcoxlaw.com > 
Thursday, August 30, 2012 5:24 PM 

To: Adam Jordan 
Subject: RE: Custody Services 

okay 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Thursday, August 30, 2012 4:45 PM 
To: Reynolds Williams 
Subject: FW: Custody Services 

FYI. Bottom line is that we're moving forward expeditiously to acquire technology systems from the Custodian outside of 
the Custody RFP (which is now in year two with no end in sight). 

From: Adam Jordan 
Sent: Thursday, August 30, 2012 9:04 AM 
To: Hershel Harper; Sarah Corbett 
Subject: FW: Custody Services 

Please see below. I recommend that we contact BONY and move forward immediately with the Private i system. It will 
require a sole source, but I believe we have the justification. 

Thanks, 

Adam 

From: Leidinger, Bill fmailto:Biii.Leidinqer@sto.sc.qov] 
Sent: Thursday, August 30, 2012 8:30AM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.qov; William Blume 
Subject: RE: Custody Services 

Fine with me .. .. probably would not be a tri-party BD 100 but rather separate but well 
coordinated BD 1 00' s .... .. you certainly can go ahead and purchase any thing that you want 
and need but you would have to negotiate with BNY Mellon outside this procurement and could 
make no reference to the procurement or procurement prices . .. . .it would all be under current 
prices . .. .I will be out for a couple of days but will schedule a meeting for next week when I 
return . .... Thanks . ... .. Bill 

From: Adam Jordan fmailto:AJordan@ic.sc.qov] 
Sent: Wednesday, August 29, 2012 5:44PM 
To: Leidinger, Bill; Lybrand, Douglas; Harper, Hershel 
Cc: Tammy Nichols; Faith Wright; Wicker, Karen; William Blume 
Subject: RE: Custody Services 

Bill, 

1 
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I recommend that we reconvene and discuss further. Are we waiting on BD 100 approval before selecting a Custodian? 
There are several other issues to consider: 

• How to approach the issues around Sec Lending. 

• Before we go too far down the path of a tri-party BD 100, it seems appropriate to discuss what each group plans 
to include in the request. 

• Furthermore, there are ancillary services that the RSIC could procure now with our existing budget 
allocation. Thus, we may want to procure those services immediately and forgo the BD 100 process for those 
services that would take longer to implement. 

More details and thoughtful consideration would certainly be helpful from RSIC's perspective. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, August 29, 2012 5:26PM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 

Thanks, Adam. We were advised by the State Budget Office that the Other Funds 
Subcommittee would not meet until after the election in early November. I mentioned this to 
Hershel yesterday. That means that we all have to have any BD 1 00' s for services and related 
costs done and ready before that time so the Budget office can get everything ready for the 
Subcommittee's consideration. I guess that means you may want to raise and discuss your 
options sooner rather than later. 

Karen, please advise and update everyone regarding any information you receive from the 
Budget Office, including due date for BD 100's. 

FYI, we are not only preparing a BD 100 for the services, and costs related thereto, that we are 
interested in, we are also developing our FY budget request to include the following year 's full 
cost if the BD 100 approved. AND , if not, we will include initial costs request. 

Thanks again .... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Wednesday, August 29, 2012 4:57PM 
To: Leidinger, Bill 
Subject: RE: Custody Services 

Bill, 

Following up on your email below, where do we stand on the timeline for making a decision? We are trying to plan for 
both the implementation of important ancillary services and the upcoming Commission meeting. 

2 
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Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, August 07, 2012 12:37 PM 
To: Douglas W. Lybrand; Adam Jordan 
Cc: Sarah Corbett 
Subject: Custody Services 

Folks, I trust you are working on identifying and costing the services you would be interested in 
securing from the State's custodian bank. I believe you have all the infmmation you need to reach 
a decision but please call me should you have questions. I will be back to you in a few 
days . .. .. Thanks ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

3 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Hi Adam, 

Sarah Corbett 
Wednesday, September 05, 2012 12:00 PM 
Adam Jordan 
Douglas W. Lybrand; Jon Rychener; Hershel Harper 
Custody 
Custody Ancillary Services.docx 

Attached are follow up questions that Doug prepared regarding the Custody RFP. Can we forward these to the STO or 
set up a call with Bo so that we can determine which systems we would like to move forwa rd w ith and what our 
requirements would be? 

Thanks, 
Sarah 

SARAH N. COR:RE.TI. CPA I DEPlJfY Cl-t i~F OF STAFF 
p 803.737.7698 1 M 803.206.2179 I SCQRBETT@IC.SC.GOV 
1201 MAIN STREET I SUITE, t510 I COtUMBlA, sc I 29201 

SOUTH CAROLINA RETIRJ:M'ENT SYSTEM 

I NVEST'MENT C,OMM ISSIO N 

1 
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What are the estimated costs of services we currently receive? 

Wouldn't it include the following? 

Custody Fees 
Transactions 
Monthly return calculations (specify included services) 

115,527 
132A98 
200,000 
448,025 

Please describe each of Burgiss Software's products and services and their associated costs. 

Private i 
Private Informant 
Document Management 
Capital Call Management and Reconciliation Support 

Total cost 

How many RSIC employees (FTEs) are essential/recommended to implement/maintain each of the 
above products/services? What are their recommend skill sets? What are the IT requirements? 

Does Burgiss or BNYM provide a project plan and/or project manager to describe and lead the project, 
its timelines and milestones of implementation? 

Please describe the essential stand-alone and bundled capabilities ofthe Data Warehousing and 
Investment Portfolio Accounting products/services. How effective is one without the other? Can the 
Investment Hub be implemented without Accounting? 

Investment Data Hub 
Investment Accounting 
Bundled Data Hub w Investment Accounting 

320,000 
386,000 
630,000 

How many RSIC employees (FTEs) are essential/recommended to implement/maintain each of the 
above services? What are their recommended skill sets? 

Does Eagle or BNYM provide a project plan and/or project manager to describe and lead the project, its 
timelines and milestones of implementation? 

Please describe any essential and or recommended data interfaces among the custodian- BNYM, 
Burgiss Software products/services, the Eagle Data Hub, in-bank or not-in-bank investment managers, 
Strategic Partnerships, overlay managers, administrators, prime brokers, or other parties (like SCRS) or 
applications (like Bloomberg or Investor Analytics). 

Which interfaces have already been created and are available without charge? 

Who would bear the costs of creating additional interfaces? What are those estimated costs? 

How many RSIC employees (FTEs) are essential/recommended to implement/maintain each ofthe 
essential/recommended data interfaces? What are their recommended skill sets? 
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How many RSIC employees (FTEs) are essential/recommended to implement/maintain an advanced risk 
system? 

Advanced Risk Ana lytics 140,000 

How many data interfaces are essential/recommended to drive this type of application/service (with 
and without an Investment Data Hub)? 

How many RSIC employees (FTEs) are essential/recommended to implement/maintain Hedge Fund 
transparency and or HF Administrative Services? 

Hedge Fund Transparency 
HF Administrative Services 

150,000 
TBD 

How many RSIC employees (FTEs) are essential/recommended to implement/maintain other services 
offered by BNYM without charge, like Compliance? 
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Adam Jordan 

From: Sarah Corbett 
Sent: 
To: 

Friday, September 07, 2012 9:57 AM 
Adam Jordan; Hershel Harper 

Subject: RE: Custody Services 

FYI -I reached out to Michelle Cook this morning and indicated the following: 

• That Bill Leidinger had told us we could proceed with procuring ancillary services before the conclusion 
of the RFP process 

• That we were interested in procuring private i now and potentially the investment hub of Eagle Pace 

• That we need to know the staff requirements on our end to both implement and maintain private i 

• That we need to know if the investment hub of Eagle can be implemented without the accounting 
module 

• That we need to have a project plan regarding implementation of these two systems 

• That we need pricing for the systems 

Michelle responded that she will 

• have to get approval from the STO to provide us the information 

• will need for us to provide the number of private equity funds and anticipated growth so that they can 
compare our numbers to theirs 

As a follow up, I would like to contact Bill and let him know that I made contact and that we need him to communicate 
with BNY that it is ok for them to talk with us and provide us pricing. I also plan to get Klauka to assign a lead on his 
team for this project. 

Please let me know if I need to proceed differently. 

Thanks, 
Sarah 

From: Adam Jordan 
Sent: Thursday, August 30, 2012 9:05 AM 
To: Hershel Harper; Sarah Corbett 
Subject: FW: Custody Services 

Please see below. I recommend that we contact BONY and move forward immediately with the Private i system. It will 
require a sole source, but I believe we have the justification. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, August 30, 2012 8:30 AM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 

1 
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Fine with me .... probably would not be a tri-party BD 100 but rather separate but well 
coordinated BD lOO's . ..... you certainly can go ahead and purchase any thing that you want 
and need but you would have to negotiate with BNY Mellon outside this procurement and could 
make no reference to the procurement or procurement prices .. .. .it would all be under current 
prices .. . .I will be out for a couple of days but will schedule a meeting for next week when I 
return .. ... Thanks ... .. . Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Wednesday, August 29, 2012 5:44PM 
To: Leidinger, Bill; Lybrand, Douglas; Harper, Hershel 
Cc: Tammy Nichols; Faith Wright; Wicker, Karen; William Blume 
Subject: RE: Custody Services 

Bill, 

I recommend that we reconvene and discuss further. Are we waiting on BD 100 approval before selecting a Custodian? 
There are several other issues to consider: 

• How to approach the issues around Sec Lending. 
• Before we go too far down the path of a tri-party BD 100, it seems appropriate to discuss what each group plans 

to include in the request. 
• Furthermore, there are ancillary services that the RSIC could procure now with our existing budget 

allocation. Thus, we may want to procure those services immediately and forgo the BD 100 process for those 
services that would take longer to implement. 

More details and thoughtful consideration would certainly be helpful from RSIC's perspective. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Wednesday, August 29, 2012 5:26 PM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 

Thanks, Adam. We were advised by the State Budget Office that the Other Funds 
Subcommittee would not meet until after the election in early November. I mentioned this to 
Hershel yesterday. That means that we all have to have any BDlOO's for services and related 
costs done and ready before that time so the Budget office can get everything ready for the 
Subcommittee's consideration. I guess that means you may want to raise and discuss your 
options sooner rather than later. 

Karen, please advise and update everyone regarding any information you receive from the 
Budget Office, including due date for BD lOO's. 

2 
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FYI, we are not only preparing a BD 100 for the services, and costs related thereto, that we are 
interested in, we are also developing our FY budget request to include the following year's full 
cost if the BD 100 approved. AND , if not, we will include initial costs request. 

Thanks again .... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Wednesday, August 29, 2012 4:57 PM 
To: Leidinger, Bill 
Subject: RE: Custody Services 

Bill, 

Following up on your email below, where do we stand on the timeline for making a decision? We are trying to plan for 
both the implementation of important ancillary services and the upcoming Commission meeting. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, August 07, 2012 12:37 PM 
To: Douglas W. Lybrand; Adam Jordan 
Cc: Sarah Corbett 
Subject: Custody Services 

Folks, I trust you are working on identifying and costing the services you would be interested in 
securing from the State's custodian bank. I believe you have all the information you need to reach 
a decision but please call me should you have questions. I will be back to you in a few 
days ..... Thanks ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

3 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Sarah Corbett 
Friday, September 07, 2012 11:05 AM 
Leidinger, Bill (Biii.Leidinger@sto.sc.gov) 

Subject: 
Adam Jordan; Robert Feinstein; Hershel Harper 
FW: Custody Services 

Hi Bill, 

Per your e-mail below, I contacted Michelle Cook at the Bank of New York to begin the process of implementing Private i 
and potentially the investment hub of Eagle. I told Michelle that you had given us permission to begin this process. A 
summary of our conversation is below. 

I know that she will need permission from you to continue speaking with us due to the RFP being outstanding at this 
time. Would you mind providing her some type of formal communication that would enable her to talk to us about 
these services and provide us a price? 

I appreciate you helping us obtain additional technology solutions which will help to build out the technology 
infrastructure of the Commission. 

Sarah 

I reached out to Michelle Cook this morning and indicated the following: 

• That Bill Leidinger had indicated we could proceed with procuring ancillary services before the conclusion of 
the RFP process under current prices 

• That we were interested in procuring private i now and potentially the investment hub of Eagle Pace 

• That we need to know the staff requirements on our end to both implement and maintain private i and the 
investment hub of Eagle 

• That we need to know if the investment hub of Eagle can be implemented without the accounting module 

• That we need to have a project plan regarding implementation of these two systems 

• That we need pricing for the systems 

Michelle responded that she will 

• have to get approval from the STO to provide us the information 

• will need for us to provide the number of private equity funds and anticipated growth so that they can 
compare our numbers to theirs 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, August 30, 2012 8:30AM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 

Fine with me .... probably would not be a tri-party BD 100 but rather separate but well 
coordinated BD IOO's .. .... you certainly can go ahead and purchase any thing that you want 

1 
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and need but you would have to negotiate with BNY Mellon outside this procurement and could 
make no reference to the procurement or procurement prices .... .it would all be under current 
prices ... .I will be out for a couple of days but will schedule a meeting for next week when I 
return . . ... Thanks .. . .. . Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Wednesday, August 29, 2012 5:44PM 
To: Leidinger, Bill; Lybrand, Douglas; Harper, Hershel 
Cc: Tammy Nichols; Faith Wright; Wicker, Karen; William Blume 
Subject: RE: Custody Services 

Bill, 

I recommend that we reconvene and discuss further. Are we waiting on BD 100 approval before selecting a Custodian? 
There are several other issues to consider: 

• How to approach the issues around Sec Lending. 

• Before we go too far down the path of a tri-party BD 100, it seems appropriate to discuss what each group plans 
to include in the request. 

• Furthermore, there are ancillary services that the RSIC could procure now with our existing budget 
allocation. Thus, we may want to procure those services immediately and forgo the BD 100 process for those 
services that would take longer to implement. 

More details and thoughtful consideration would certainly be helpful from RSIC's perspective. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, August 29, 2012 5:26 PM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 

Thanks, Adam. We were advised by the State Budget Office that the Other Funds 
Subcommittee would not meet until after the election in early November. I mentioned this to 
Hershel yesterday. That means that we all have to have any BDlOO's for services and related 
costs done and ready before that time so the Budget office can get everything ready for the 
Subcommittee's consideration. I guess that means you may want to raise and discuss your 
options sooner rather than later. 

Karen, please advise and update everyone regarding any information you receive from the 
Budget Office, including due date for BD lOO's. 

FYI, we are not only preparing a BDlOO for the services, and costs related thereto, that we are 
interested in, we are also developing our FY budget request to include the following year's full 
cost if the BD 100 approved. AND , if not, we will include initial costs request. 

2 
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Thanks again .. . . Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Wednesday, August 29, 2012 4:57 PM 
To: Leidinger, Bill 
Subject: RE: Custody Services 

Bill, 

Following up on your email below, where do we stand on the timeline for making a decision? We are trying to plan for 
both the implementation of important ancillary services and the upcoming Commission meeting. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, August 07, 2012 12:37 PM 
To: Douglas W. Lybrand; Adam Jordan 
Cc: Sarah Corbett 
Subject: Custody Services 

Folks, I trust you are working on identifying and costing the services you would be interested in 
securing from the State's custodian banlc. I believe you have all the infmmation you need to reach 
a decision but please call me should you have questions. I will be back to you in a few 
days .. ... Thanks . .. .. Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P .O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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Adam Jordan 

From: 
Sent: 
To: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Friday, September 07, 2012 2:51 PM 
Abesamis, Bo 

Cc: 
Subject: 

Adam Jordan; Sarah Corbett; Douglas W. Lybrand; Tahil iani, Shakun 
FW: BONY Clarification Questions 

Attachments: Custody Ancillary Services.docx 

Bo, attached and highlighted below are questions from the Investment Commission staff 
regarding the proposed services from BNY Mellon. Would you please respond at your 
convenience or, if best, let's schedule a conference call ...... Thanks ..... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Friday, September 07, 2012 2:37PM 
To: Leidinger, Bill 
Cc: Sarah Corbett; Lybrand, Douglas 
Subject: FW: BONY Clarification Questions 

Bill, 

Thanks for hosting the meeting today. I thought it was productive. Attached are the questions that we would like Bo's 
assistance in answering. Please include them with the questions we posed below. It may be more efficient for us to 
have a brief conference call with Bo. 

Have a nice weekend-

Adam 

From: Adam Jordan 
Sent: Wednesday, August 08, 2012 2:15 PM 
To: 'Leidinger, Bill' 
Subject: BONY Clarification Questions 

Bill, 

We have a few follow-up questions to confirm our understanding of BONY's pricing (as it's presented in the attached 
document). Can you assist or pass along to Bo for clarification? 

• Moving to the Complex Accounting & Administration Group (CAAG): Is there an additional cost or is the cost 
included in the quote {what line item)? 

• Monthly Investor Analytics: What is a "plan" in terms of incremental costs? 

• Daily Investor Analytics: Is the price quoted in addition to t he Monthly Investor Analytics quote or does it include 
the MIA? 

• Extended Investment Transparency Module: Is this a separate data store from Eagle Investment Data Hub or is 
the data stored/fed to the hub for cross holdings analysis? 

Thanks, 

Adam 

1 



000622

What are the estimated costs of services we currently receive? 

Wouldn't it include the following? 

Custody Fees 
Transactions 
Monthly return calculations (specify included services) 

115,527 
132,498 
200,000 
448,025 

Please describe each of Burgiss Software's products and services and their associated costs. 

Private i 
Private Informant 
Document Management 
Capital Call Management and Reconciliation Support 

Total cost 125,000 

How many RSIC employees (FTEs) are essential/recommended to implement/maintain each of the 
above products/services? What are their recommend skill sets? What are the IT requirements? 

Does Burgiss or BNYM provide a project plan and/or project manager to describe and lead the project, 
its timelines and milestones of implementation? 

Please describe the essential stand-alone and bundled capabilities of the Data Warehousing and 
Investment Portfolio Accounting products/services. How effective is one without the other? Can the 
Investment Hub be implemented without Accounting? 

Investment Data Hub 
Investment Accounting 
Bundled Data Hub w Investment Accounting 

320,000 
386,000 
630,000 

How many RSIC employees (FTEs) are essential/recommended to implement/maintain each of the 
above services? What are their recommended skill sets? 

Does Eagle or BNYM provide a project plan and/or project manager to describe and lead the project, its 
timelines and milestones of implementation? 

Please describe any essential and or recommended data interfaces among the custodian- BNYM, 
Burgiss Software products/services, the Eagle Data Hub, in-bank or not-in-bank investment managers, 
Strategic Partnerships, overlay managers, administrators, prime brokers, or other parties (like SCRS) or 
applications (like Bloomberg or Investor Analytics). 

Which interfaces have already been created and are available without charge? 

Who would bear the costs of creating additional interfaces? What are those estimated costs? 

How many RSIC employees (FTEs) are essential/recommended to implement/maintain each of the 
essential/recommended data interfaces? What are their recommended skill sets? 
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How many RSIC employees (FTEs) are essential/recommended to implement/ maintain an advanced risk 
system? 

Advanced Risk Ana lytics 140,000 

How many data interfaces are essential/recommended to drive this type of application/service (with 
and without an Investment Data Hub)? 

How many RSIC employees (FTEs) are essential/recommended to implement/maintain Hedge Fund 
transparency and or HF Administrative Services? 

Hedge Fund Transparency 
HF Administrative Services 

150,000 
TBD 

How many RSIC employees (FTEs) are essential/recommended to implement/ maintain other services 
offered by BNYM without charge, like Compliance? 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Abesamis, Bo <abesamis@ca llan.com> 

Thursday, September 13, 2012 9:37 AM 
Shakun.Tahiliani@sto.sc.gov; Adam Jordan 

FW: BONY Clarification Questions 
Attachments: South Carolina Fee Follow-up June 2012 Final WITH CALLAN COMMENTS - BO.doc 

Importance: High 

From: Abesamis, Bo 
Sent: Wednesday, August 08, 2012 1:54PM 
To: 'Leidinger, Bill'; gburke@callan.com 
Subject: RE: BONY Clarification Questions 

Bill, 

Kindly refer to the attached for our comments on the fee and to answer all of Adam Jordan's questions. 

Thanks. 

BO 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.govl 
Sent: Wednesday, August 08, 2012 11:35 AM 
To: Abesamis, Bo; gburke@callan.com 
Subject: FW: BONY Clarification Questions 

Folks, Adam Jordan from the Investment Commission has a few questions regarding BNY 
Mellon final pricing and services. See below. 

Would you please review his questions and respond directly to me so I have the response in the 
official records. I will promptly forward to Adam .... .. Thanks .. ... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.govl 
Sent: Wednesday, August 08, 2012 2:15PM 
To: Leidinger, Bill 
Subject: BONY Clarification Questions 

Bill, 

We have a few follow-up questions to confirm our understanding of BONY's pricing (as it's presented in the attached 

document). Can you assist or pass along to Bo for clarification? 

• Moving to the Complex Accounting & Administration Group (CAAG): Is there an additional cost or is the cost 
included in the quote (what line item)? 

• Monthly Investor Analytics: What is a "plan" in terms of incremental costs? 

1 
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• Daily Investor Analytics: Is the price quoted in addition to the Monthly Investor Analytics quote or does it include 
the MIA? 

• Extended Investment Transparency Module: Is this a separate data store from Eagle Investment Data Hub or is 
the data stored/fed to the hub for cross holdings analysis? 

Thanks, 

Adam 

2 
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State of South Carolina Retirement Systems [CALLAN COMMENTS] 

April Proposal June Proposal 

Domestic Custody & Accounting $260,000 $260,000 
• Core Services including, but not limited to: safekeeping of assets, t rade settlement, income 

collect ion, cash processing, account ing, monthly reporting, manager reconciliat ions, corporate 
actions, proxy notification, class action processing, regulatory reporting 

• On-line Reporting (Workbench) 
• Data Interface with 3 rd Party Providers (a lready established feeds) 

Global Custody & Accounting 

• Above fee for Domestic Custody & Accounting includes: up to $200 million in active developed 

global markets & the fi rst 1,000 developed global markets t ransact ions 

• See attached tiers for any global asset s & transactions over the above parameters 

[THIS FEE FOR DOMESTIC AND GLOBAL CUSTODY AND ACCOUNTING FOR $260,000 IS ACCEPTABLE 
GIVEN THE CURRENT ACCOUNT VEHICLES AND STRUCTURE UTILIZED BY THE INVESTMENT 
COMMISSION. HOWEVER, IF THEY MOVE INTERNATIONAL OR NON-US ASSETS TO SEPARATE 
ACCOUNTS, THIS CAN ESCALATE BASED ON THE TIER PRICING QUOTED BY BNY MELLON AT THE LAST 
PAGE OF THIS FEE SCHEDULE. THIS FLAT FEE INCLUDES CAAG IN THE ABOVE FEE.] 

3rd Party FX Transactions $35 per transact ion $10 per transaction 

[THIS 3Ro PARTY FX TRANSACTIONS FEES ARE OK. IF A 3RD PARTY EXECUTES AN FX, BNY MELLON WILL 
STILL NEED TO TRACK IT LIKE A WIRE TRANSFER- WHICH IS CUSTOMARILY PRICED AT $10 PER 
TRANSACTION. FX EXECUTED BY BNY MELLON ] 

Daily Va luation $125,000 $125,000 

• Provides an audited NAV calculation on a dai ly basis 

[YOU ARE IN A MONTHLY VALUATION CYCLE TO DATE, WHICH IS CONSISTENT WITH OTHER PUBLIC 
FUNDS WITH A LARGE EXPOSURE TO ALTERNATIVE INVESTMENTS. IN THE FIRST PLACE COMMINGLED 
FUNDS, LINE ITEMS AND ALTERNATIVE INVESTMENTS CANNOT BE DAILY VALUED. THUS, THIS FEE IS 
AN ADDITIONAL CHARGE, WHICH IN REALITY IS VERY COMPETITIVE SINCE THEY ARE PROPOSING A 
DAILY AUDITED NAV, WHICH LEADS TO FASTER TURNAROUND ON ACCOUNTING RECONCILIATIONS. 
DAILY NAVIS ESSENTIAL FOR DAILY COMPLIANCE MONITORING AND FOR DAILY PERFORMANCE AND 
ANALYTIC$. SOUTH CAROLINA CAN WAY THE MERIT OF THIS ADD ON FEE.] 
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Private Investment Support $125,000 $125,000 

• Private i base product 

• Private i Advanced Analytics 

• Private informant 

• Private IQ 

• Data Management 

• Capital Call Management 

• Document Management 

• Reconciliation Support 

[THE $125,000 FLAT FEE FOR PRIVATE INVESTMENT SUPPORT IS VERY COMPETITIVE AND BELOW 
MARKET. THIS SERVICE WOULD BE MUCH NEEDED BY INVESTMENT COMMISSION AND THE 
RETIREMENT SYSTEM TO ACHIVE SOME LEVEL OF TRANSPARENCY TO PRIVATE MARKETS.] 

Performance & Risk Analytics $200,000 $200,000 
• Monthly Returns to Sector Level 

• Non-Lagged Performance 

• Monthly Analytics 

• Monthly Look-thru Analytics 

• Daily Analytics 

• Manager Return Reconciliations 

• BNYM Universe & Charts 

• Portfolio Level Attribution 

• Total Fund Attribution 

• Daily Compliance 

(THIS FLAT FEE OF $200,000 IS VERY COMPETITIVE GIVEN ALL THE ITEMS THAT THEY INCLUDED -IN 
BULLET ITEMS AS SPECIFIED ABOVE.] 

TUCS not quoted $15,000 
• TUCS can also be substituted for BNY Mellon Universe & Charts within the flat P&RA fee 

[TUCS IS A COMPARATIVE UNIVERSE FOR PEER GROUP COMPARISON AND PROVIDED THROUGH 
WILSHIRE ANALYTIC$. IF SC ELECTS TO USE THE BNY MELLON UNIVERSE AND CHARTS, NO FEE CHARG 
FOR TUCS. REGARDLESS, SC HAS ACCESS TO BNY MELLON UNIVERSE AND CHARTS FOR NO 
ADDITIONAL CHARGE. TUCS IS A 3 Ro PARTY UNIVERSE COMPARISON SERVICE AND THE $15,000 FEE IS 
REASONABLE.] 

Daily Performance $75,000 $75,000 

[I KNOW THAT THE INVESTMENT COMMISSION WOULD LIKE TO HAVE DAILY PERFORMANCE. FOR 
$75,000 THIS IS VERY COMPETITIVE AND WAY BELOW MARKET RATE. THIS IS AN ADD ON FEE TO THE 
ABOVE PERFORMANCE AND ANALYTIC$ FEE. INVESTMENT COMMISSION SHOULD WEIGH THE MERITS 
OF DAILY PERFORANCE SINCE A LARGE PORTION OF ASSETS ARE IN ALTERNATIVE INVESTMENTS.] 
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Monthly Investor Analytics $140,000 $140,000 
• One plan - each additional plan = $10,000 
• Access to Investor Analytics' fully interactive website 

• Integration with BNY Mellon in order to aggregate positions into the lA Risk Service 

• Calculation of VaR and other risk statistical analysis on a single plan, its portfolios and two 

different reporting hierarchies 

• Portfolio level correlations 

• Liability modeling feature 

• Custom market model creation tool 

• Market stress and portfolio stress tools 

• Historical reports 

[MONTHLY INVESTOR ANALYTIC$ IS THE RISK ANALYTICS SERVICE OF BNY MELLON DELIVERED 

THROUGH " INVESTOR ANALYTICS" -A INDEPENDENT PROVIDER OF ANALYTIC$ AND IF I AM NOT 

MISTAKEN 20% OWNED BY BNY MELLON. BASED ON MY INTERPRETATION, THEY WILL CHARGE THE 

FLAT FEE ON ONE PLAN ONLY AT THE AGGREGATE LEVEL FOR THE ENTIRE PLAN SYSTEM. IF SC 

REQUIRES INVESTOR ANALYTIC$ APPLIED TO EACH RETIREMENT PLAN, THEN THE ADDITIONAL FEE IS 

$10,000. HONESTLY, I AM NOT SURE IF IT IS WORTHWHILE TO RUN MONTHLY INVESTOR ANALYTIC$ 

FOR EACH PLAN- UNLESS THAT IS PREFERRED BY THE INVESTMENT COMMISSION. THE $140,000 IS 

REASONABLE BUT PROBABLY WOULD SUGGEST THAT SC NEGOTIATE THIS TO COVER THE AGGREGATE 

AND EACH PLAN AT $140,000 ALL IN. ] 

Daily Investor Analytics $260,000 $230,000 
• One plan- each additional plan = $15,000 

• Same access (except on a daily basis) as stated in the Monthly Investor Analytics Service 

[DAILY INVESTOR ANALVTICS IS THE SAME AS ABOVE M ONTHLY INVESTOR ANALVTICS BUT DONE 

DAILY. INVESTMENT COMMISSION HAVE TO CHOOSE ONE OR THE OTHER, EITHER MONTHLY OR DAILY 

BUT NOT BOTH SINCE THAT WOULD BE EXPENSIVE. FOR THE PRICE OF $230,000 DAILY INVESTOR 

ANALYTIC$ IS COMPETITIVE AND BELOW MARKET. AGAIN, THE DECISION NEEDS TO BE MADE IF 

APPLIED AT THE AGGREGATE OR INDIVIDUAL PLAN LEVEL BECAUSE EACH PLAN WOULD BE AN 

ADDITIONAL $15,000 PER PLAN.] 

3rd Party Lending $75,000 per lender $75,000 per lender 

[THE 3Ro PARTY LENDING SUPPORT FEE OF $75,000 PER LENDER IS CONSISTENT AND W ITHIN THE 

AVERAGE THAT OTHER CUSTODIAN BANKS CHARGE FOR SUPPORTING 3Ro PARTY SECLENDING.] 

Out of Pocket Fees (stamp duty & re-registration) pass-through pass-through 

[FEE IS CUSTOMARY AND PASS THROUGH CHARGES.] 

Data Interface with 3rd Party Providers (new feeds) not quoted pass-through 

[CUSTOMARY AND ACCEPTABLE.] 
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Independent Derivatives Valuation $54,000 (unbundled) $50,000 (flat) 
• Monthly independent valuation for OTC derivatives utilizing third party vendors 

[THIS FEE AT THE FLAT $50,000 IS REASONABLE GIVEN THE VOLUMES OF DERIVATIVES TO DATE AND 
INCLUDES INDEPENDENT VALUATION AS OPPOSED TO RELYING ON THE MANAGER TO MAKE THE 
VALUATION . 

ProxyEdge not quoted $2,500 
• ProxyEdge Standard- ability to suppress all paper ballots, vote across an entire security as 

opposed to account by account, maintain SEC compliance 

[THIS SERVICE IS PROVIDED THROUGH BROADRIDGE AND A WAY TO LOOK AT THE PROXY VOTES AND 
HOW INVESTMENT MANAGERS AND/OR INVESTMENT COMMISSION VOTES PROXIES. THE FEE IS 
REASONABLE.] 

Extended Investment Transparency $150,000 $50,000 
• Normalize & store data 

• Reporting capabilities 

• Once the product is out of beta testing mode and in production, the fee will increase to 
$150,000 

[THIS EXTENDED INVESTMENT TRANSPARENCY SERVICE IS A NEW SERVICE FROM BNY MELLON AND IS 
IN THE DEVELOPMENT STAGE. THIS WAS INITIALLY FOR HEDGE FUND TRANSPARENCY PURPOSES, BUT 
MORPHED TO A BIGGER TRANSPARENCY PLATFORM. THIS IS SEPARATE AND DISTINCT FROM ANY 
EAGLE SYSTEMS AND TOOLS. I AM NOT SURE IF THIS PRODUCT IS WORTH IT GIVEN IT IS ALL BETA AND 
TALK.] 

Eagle (Assets Under Management not in excess of $35 billion) 

• Investment Data Hub* $418,000 
• Accounting* $506,000 

* Fees do not include implementation costs 

$380,000 
$250,000 

[THIS FEE FOR EAGLE DATA HUB AND ACCOUNTING IS VERY COMPETITIVE ESPECIALLY AT THE NEW 
JUNE PROPOSAL. THIS IS A WAY TO KEEP TRACK OF EVERYTHING FOR ALL ASSET CLASSES.] 
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State of South Carolina Treasurer's Office General Account and LGIP 

April Proposal June Proposal 

Domestic Custody & Accounting $165,000 $125,000 
• Core Services including, but not limited to: safekeeping of assets, trade settlement, income 

collection, cash processing, accounting, monthly reporting, manager reconciliations, corporate 
actions, proxy notification, class action processing, regulatory reporting 

• On-line Reporting (Workbench) 
• Data Interface with 3rd Party Providers (already established feeds) 

Performance & Risk Analytics $25,000 $25,000 

• Monthly Returns to Sector Level 

• Monthly Analytics 

• Monthly Look-thru Analytics 

• Daily Analytics 

• Manager Return Reconciliations 

• BNYM Universe & Charts 

• Portfolio Level Attribution 

• Total Fund Attribution 

• Daily Compliance 

Monthly Investor Analytics $20,000 $20,000 
• One plan- each additional plan = $10,000 
• Access to Investor Analytics' fully interactive website 

• Integration with BNY Mellon in order to aggregate positions into the lA Risk Service 
• Calculation of VaR and other risk statistical analysis on a single plan, its portfolios and two 

different reporting hierarchies 
• Portfolio level correlations 

• Liability modeling feature 

• Custom market model creation tool 
• Market stress and portfolio stress tools 
• Historical reports 

Transfer Agency Services* $75,000 $75,000 

* Fees do not include implementation costs 

[THE ABOVE FEES ARE REASONABLE AND COMPETITIVE. 
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Active Global Market Fees 

Developed 
Tier 1- 1 bp, $10 per trade- Australia, Canada, Cedel, Euroclear, France, Germany, Italy, Japan, 

Netherlands, Sweden, UK 

Tier 2- 3 bps, $15 per trade- Belgium, Denmark, Finland, Ireland, Mexico, New Zealand, Norway, 

South Africa, Spain, Switzerland 

Tier 3- 5 bps, $20 per trade- Austria, Brazil, Greece, Hong Kong, Luxembourg, Malaysia, Portugal, 

Singapore, South Korea, Thailand, Turkey 

Intermediate 
Tier 4- 20 bps, $50 per trade- Argentina, Bangladesh, Chile, China, Croatia, Czech Rep, Egypt, Estonia, 

Hungary, India, Indonesia, Israel, Latvia, Lithuania, Philippines, Poland, Russia, Sri Lanka, Taiwan 

Tier 5 - 40 bps, $70 per trade- Bermuda, Cayman Islands, Channel Islands, Colombia, Cyprus, Ecuador, 

Iceland, Malta, Mauritius, Morocco, Pakistan, Peru, Slovak Republic, Vietnam 

Emerging 
Tier 6 - 60 bps, $85 per trade- Botswana, Ghana, Jordan, Kenya, Namibia, Nigeria, Romania, 

Swaziland, Venezuela, Zambia, Zimbabwe 

Tier 7 - 90 bps, $150 per trade- Bahrain, Benin Bolivia, Bulgaria, Burkina Faso, Costa Rica, Guinea 
Bissau, Ivory Coast, Jamaica, Kazakhstan, Kuwait, Lebanon, Mali, Niger, Oman, PAA, Panama, Qatar, 

Saudi Arabia, Senegal, Serbia, Slovenia, Togo, Trinidad, Tobago, Tunisia, Uganda, Ukraine, UAE, 

Uruguay 

[I WOULD SUGGEST THAT ALL DEVELOPED MARKETS BE COLLAPSED AT THE TIER 1 LEVEL AT 1 BP AND 

$10 PER TRADE, ALL INTERMEDIATE AT TIER 4 PRICING AT 20 BPS AND $50 PER TRADE, AND ALL 
EMERGING AT 60 BPS AND $85 PER TRADE. IN SHORT ---

Developed = 1 bp, $10 per trade 

Intermediate = 20 bps, $50 per trade 
Emerging= 60 bps, $85 per trade 

PLEASE NOTE THAT LARGE INSTITUIONAL WHO ARE GOING TO EARMARK A DEDICATED EMERGING 

MARKETS OR FRONTIER MARKETS ALLOCATION WOULD NORMALLY GO TO A COMMINGLED FUND 

ROUTE AS OPPOSED TO A SEPARATE ACCOUNT IN ORDER TO CONTROL THE COSTS.] 
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Adam Jordan 

From: 
Sent: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Thursday, September 13, 2012 10:15 AM 

To: 
Cc: 

Adam Jordan; Sarah Corbett; Douglas W. Lybrand 
Abesamis, Bo; Tahil iani, Shakun 

Subject: FW: BONY Clarification Questions 
Attachments: South Carolina Fee Follow-up June 2012 Final WITH CALLAN COMMENTS - BO.doc 

Folks, I have no excuse for failing this to send this to you. I profoundly apologize to you for my 
error. 

Thanks .. .. Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Wednesday, August 08, 2012 4:54 PM 
To: Leidinger, Bill; gburke@callan.com 
Subject: RE: BONY Clarification Questions 

Bill , 

Kindly refer to the attached for our comments on the fee and to answer all of Adam Jordan's questions. 

Thanks. 

80 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.qov] 
Sent: Wednesday, August 08, 2012 11:35 AM 
To: Abesamis, Bo; gburke@callan.com 
Subject: FW: BONY Clarification Questions 

Folks, Adam Jordan from the Investment Commission has a few questions regarding BNY 
Mellon final pricing and services. See below. 

Would you please review his questions and respond directly to me so I have the response in the 
official records. I will promptly forward to Adam .. .. .. Thanks . .. .. Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.qovJ 
Sent: Wednesday, August 08, 2012 2:15 PM 
To: Leidinger, Bill 
Subject: BONY Clarification Questions 

Bill, 

We have a few fo llow-up questions to confirm our understanding of BONY's pricing (as it' s presented in the attached 

document). Can you assist or pass along to Bo for clarification? 

1 
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• Moving to the Complex Accounting & Administration Group (CAAG): Is there an additional cost or is the cost 
included in the quote (what line item)? 

• Monthly Investor Analytics: What is a "plan" in terms of incremental costs? 
• Daily Investor Analytics: Is the price quoted in addition to the Monthly Investor Ana lytics quote or does it include 

the MIA? 
• Extended Investment Transparency Module: Is this a separate data store from Eagle Investment Data Hub or is 

the data stored/fed to the hub for cross holdings analysis? 

Thanks, 

Adam 

2 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Thursday, September 13, 2012 10:23 AM 
Tammy Nichols; Faith Wright 
Adam Jordan; Sarah Corbett; Douglas W. Lybrand; Tahil iani, Shakun; Abesamis, Bo; AMY 
WRIGHT Amy.Wright@sto.sc.gov 
Custody services and Costs 

Folks, I believe it is very important for the IC and SCRS folks get together ASAP and fmalize your 
discussions about what custody services each party want and how the costs will be shared and if so, 
how. Please get back to all of us on this email within the week with you collective response. 

This is important .. .. . . Thanks again ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Abesamis, Bo <abesamis@callan.com> 
Thursday, September 13, 2012 12:00 PM 
Tahiliani, Shakun 
Biii.Leidinger@sto.sc.gov; Adam Jordan 
RE: SC Fee response 

My thoughts on this .... THIS NEEDS TO BE DISCUSSED WITH THE RETIREMENT SYSTEM. 

First Year -Implement Private Investment Support (Private i) and Expanded Monthly Performance Analytics (look through 
and daily compliance) 

Second Year- Eagle Data Hub should be considered. Once this infrastructure is in place, then feeds from BNY Mellon, 
Private I and Lighthouse should be considered into Data Hub. 

Third Year- Eagle Investment Accounting (sub-ledger for all investments. This needs to be articulated properly on what 
extent accounting is to be deployed and level of control for all asset classes. It is envisioned that Data Hub would 
populate Investment Accounting depending on specs from Retirement System and Investment Commission. Investment 
Commission can also see if Monthly Investor Analytics need to be deployed. 

Fourth Year- Check if Daily Valuation and Independent Derivatives Valuation would be needed to further enrich 
information for accounting, analytics and compliance monitoring purposes. 

Fifth Year- Check to see if Hedge Fund Transparency would be rationale add-on from BNY Mellon either to replace or 
augment Lighthouse. 

I am not sure if Daily Investor Analytics is warranted for now. 

From: Tahiliani, Shakun [mailto:Shakun.Tahiliani@sto.sc.gov] 
Sent: Thursday, September 13, 2012 8:02 AM 
To: Abesamis, Bo 
Subject: RE: SC Fee response 

Bo per our discussion this morning here is the order of other services to be purchased besides the Custody and 
accounting, and performance 

Private Investment support 
Eagle Investment Data Hub 
Accounting 
Daily Valuation 
Derivatives 
Daily Investor Analytics 

$125,000 
$380,000 

$250,000 
$125,000 

Extended Investment Transparency- not necessary 

Please let me know if I captured it correctly and any changes you want to make before sending it to everyone. 

Thanks, 
Shakun 

1 
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Adam Jordan 

From: 
Sent: 
To: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Thursday, September 13, 2012 1:40 PM 
Abesamis, Bo; Tahiliani, Shakun 

Cc: Adam Jordan 
Subject: RE: SC Fee response 

Shakun and Bo, Thanks a million ..... would you please put the appropriate cost by the 
respective year items and total the package .... we can then send to IC and SCRS to have them 
work it out as they see best. ..... . Thanks and again I apologize profusely for failing to forward 
your August 8 memo, Bo. All I can say is that is I may have overlooked it as I was quite busy 
catching up after 2 weeks in Europe .... but it still should not have happened .. . .. . Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Thursday, September 13, 2012 12:00 PM 
To: Tahiliani, Shakun 
Cc: Leidinger, Bill; AJordan@ic.sc.gov 
Subject: RE: sc Fee response 

My thoughts on this .... THIS NEEDS TO BE DISCUSSED WITH THE RETIREMENT SYSTEM. 

First Year -Implement Private Investment Support (Private i) and Expanded Monthly Performance Analytics (look through 
and daily compliance) 

Second Year- Eagle Data Hub should be considered. Once this infrastructure is in place, then feeds from BNY Mellon, 
Private I and Lighthouse should be considered into Data Hub. 

Third Year- Eagle Investment Accounting (sub-ledger for all investments. This needs to be articulated properly on what 
extent accounting is to be deployed and level of control for all asset classes. It is envisioned that Data Hub would 
populate Investment Accounting depending on specs from Retirement System and Investment Commission. Investment 
Commission can also see if Monthly Investor Analytics need to be deployed. 

Fourth Year- Check if Daily Valuation and Independent Derivatives Valuation would be needed to further enrich 
information for accounting, analytics and compliance monitoring purposes. 

Fifth Year- Check to see if Hedge Fund Transparency would be rationale add-on from BNY Mellon either to replace or 
augment Lighthouse. 

I am not sure if Daily Investor Analytics is warranted for now. 

From: Tahiliani, Shakun [mailto:Shakun.Tahiliani@sto.sc.gov] 
Sent: Thursday, September 13, 2012 8:02 AM 
To: Abesamis, Bo 
Subject: RE: SC Fee response 

Bo per our discussion this morning here is the order of other services to be purchased besides the Custody and 
accounting, and performance 

Private Investment support $125,000 
Eagle Investment Data Hub $380,000 

1 



000637

Accounting 
Daily Valuation 
Derivatives 
Daily Investor Analytics 

$250,000 
$125,000 

Extended Investment Transparency- not necessary 

Please let me know if I captured it correctly and any changes you want to make before sending it to everyone. 

Thanks, 
Shakun 

2 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 

Tammy Nichols 
Thursday, September 13, 2012 4:03 PM 
'Leidinger, Bill' 
Adam Jordan; Sarah Corbett; Douglas W. Lybrand; 'Tahiliani, Shakun'; William Blume; 
David Avant; Bo Abesamis (abesamis@callan.com); Faith Wright 
RE: Custody services and Costs 

We completely agree that all parties must work together to prioritize the specific custodial services that each office 
needs and also to coordinate if and how the corresponding costs may be shared. When we met in your office last week, 
you requested that the RSIC not have any direct communication with Callan or the respondents, but rather all questions 
should be filtered through you. Both the RSIC and Retirement System indicated that we specifically need to verify 
whether the investment accounting product is a requirement if the data hub is utilized. 

Although this issue may have been addressed in a conference call that was held earlier today for which our office was 
not invited to participate, the Retirement System needs to make sure we fully understand any implications that may be 
imposed on the trust funds as a result of services procured. Please advise as to when you can schedule some time for us 
to discuss further with Bo. Thanks so much 

Tammy 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, September 13, 2012 10:23 AM 
To: Tammy Nichols; Faith Wright 
Cc: Adam Jordan; Sarah Corbett; Douglas W. Lybrand; Tahiliani, Shakun; Abesamis, Bo; AMY WRIGHT 
Amy. Wright@sto.sc.gov 
Subject: Custody services and Costs 

Folks, I believe it is very important for the IC and SCRS folks get together ASAP and finalize 
your discussions about what custody services each party want and how the costs will be shared 
and if so, how. Please get back to all of us on this email within the week with you collective 
response. 

This is important ...... Thanks again ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 



000639

Adam Jordan 

From: 
Sent: 
To: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Thursday, September 13, 2012 4:12 PM 
Tammy Nichols 

Cc: Adam Jordan; Sarah Corbett; Douglas W. Lybrand; Tahiliani, Shakun; William Blume; 
David Avant; Bo Abesamis (abesamis@callan.com); Faith Wright 

Subject: RE: Custody services and Costs 

Tammy, I'm sure the IC folks did not mean to intentionally exclude you at all ... . .let me know 
when you have a question, we will send it to Bo and all join in a conference call so we are all up 
to speed .. .. Thanks ... . Bill 

From: Tammy Nichols [mailto:Tnichols@retirement.sc.gov] 
Sent: Thursday, September 13, 2012 4:03 PM 
To: Leidinger, Bill 
Cc: Adam Jordan; Sarah Corbett; Lybrand, Douglas; Tahiliani, Shakun; William Blume; Avant, David; Bo Abesamis 
(abesamis@callan.com); Faith Wright 
Subject: RE: Custody services and Costs 

We completely agree that all parties must work together to prioritize the specific custodial services that each office 
needs and also to coordinate if and how the corresponding costs may be shared. When we met in your office last week, 
you requested that the RSIC not have any direct communication with Callan or the respondents, but rather all questions 
should be filtered through you. Both the RSIC and Retirement System indicated that we specifically need to verify 
whether the investment accounting product is a requirement if the data hub is utilized. 

Although this issue may have been addressed in a conference call that was held earlier today for which our office was 
not invited to participate, the Retirement System needs to make sure we fully understand any implications that may be 
imposed on the trust funds as a result of services procured. Please advise as to when you can schedule some time for us 
to discuss further with Bo. Thanks so much 

Tammy 

From: Leidinger, Bill [mailto:Bii i.Leidinqer@sto.sc.gov] 
Sent: Thursday, September 13, 2012 10:23 AM 
To: Tammy Nichols; Faith Wright 
Cc: Adam Jordan; Sarah Corbett; Douglas W. Lybrand; Tahiliani, Shakun; Abesamis, Bo; AMY WRIGHT 
Amy.Wriqht@sto.sc.gov 
Subject: Custody services and Costs 

Folks, I believe it is very important for the IC and SCRS folks get together ASAP and finalize 
your discussions about what custody services each party want and how the costs will be shared 
and if so, how. Please get back to all of us on this email within the week with you collective 
response. 

This is important ...... Thanks again .. .. . Bill 

1 
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William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

2 
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Adam Jordan 

From: Sarah Corbett 
Sent: 
To: 

Monday, September 24, 2012 3:14 PM 
Leidinger, Bill (Biii.Leidinger@sto.sc.gov) 

Cc: Hershel Harper; Adam Jordan; Tammy Nichols; Faith Wright; William Blume; Douglas W. 
Lybrand 

Subject: FW: Custody Services 

Hi Bill, 

Will you please notify Michelle that it is ok for her to proceed with providing us a price for Private i as you had indicated 
earlier? Thanks so much for your assistance in helping us move forward with this important step. 

Sarah 

From: Cook, Michelle D [mailto:michelle.cook@bnymellon.com] 
Sent: Monday, September 24, 2012 2:55PM 
To: Sarah Corbett 
Subject: RE: Custody Services 

Hi Sarah, 

Thank you for sending the note from Bill. 

I could be reading the email out of context, however I am not able to send any pricing with the forwarded approval. 

The information in the email indicates negotiation "outside this procurement and could make no reference to the 
procurement or procmement prices .. .. .it would all be under current prices". 

Please note, the services in question were part of the procurement and price offering. In addition, there is no current 
servicing for the private investments and therefore no current pricing. 

I do realize the IC is requesting pricing for the tracking of the Private Investments, but I am unable to send any new 
information without an appropriate approval. I hope you understand we are in a black out period and am not able to 
offer prices different from what was submitted as part of the RFP without explicit and specific approvals for pricing on 
the named services. 

Could you please advise how you would like to move forward? 

Thanks 

Michelle Cook 
Vice President and Relationship Executive 
US Corporate, Government and Not for Profit 
Tel No.: 212 635-7287 
Fax No: 212 635-8780 
email: michelle.cook@bnymellon.com 
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From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Monday, September 24, 2012 2:42 PM 
To: Cook, Michelle D 
Subject: FW: Custody Services 

Hi Michelle, 

Thanks for getting back to me on Private I. Here is the e-mail I have from Billleidinger authorizing us to move forward 
with you. 

Thanks! 
Sarah 

SARAH N. CORBEIT, CPA I D'PUfYCI-HU OF STAFF 
p 803.737.7698 I M 803..2C6.2l79 I SCOR.BETT IC.SC.GOV 
12{)1 MAIN SllUET I SUI'TE 1510 I COtUMBIA. sc 129201 
SOUTH CAROUNA RETIRJ:MENT SYSTEM 

I NVESTMENT COMMJSSI O N 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Thursday, August 30, 2012 8:30AM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 

Fine with me .... probably would not be a tri-party BD 100 but rather separate but well 
coordinated BD lOO's ...... you certainly can go ahead and purchase any thing that you want 
and need but you would have to negotiate with BNY Mellon outside this procurement and could 
make no reference to the procurement or procurement prices . .. . .it would all be under current 
prices ... .I will be out for a couple of days but will schedule a meeting for next week when I 
return ..... Thanks ...... Bill 

The information contained in this e-mail, and any attachment, is confidential and is intended solely for the use 
of the intended recipient. Access, copying or re-use of the e-mail or any attachment, or any information 
contained therein, by any other person is not authorized. If you are not the intended recipient please return the e
mail to the sender and delete it from your computer. Although we attempt to sweep e-mail and attachments for 
viruses, we do not guarantee that either are virus-free and accept no liability for any damage sustained as a 
result of viruses. 

Please refer to http://disclaimer.bnymellon.com/eu.htm for certain disclosures relating to European legal 
entities. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 

Subject: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Monday, September 24, 2012 3:34 PM 
Sarah Corbett 
Hershel Harper; Adam Jordan; Tammy Nichols; Faith Wright; William Blume; Douglas W. 
Lybrand 
RE: Custody Services 

Michelle, yes ... please forward price to Sarah ..... Thanks .... . Bill 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Monday, September 24, 2012 3:14PM 
To: Leidinger, Bill 
Cc: Harper, Hershel; Adam Jordan; Nichols, Tammy; Faith Wright; Blume, William; Lybrand, Douglas 
Subject: FW: Custody Services 

Hi Bill, 

Will you please notify Michelle that it is ok for her to proceed with providing us a price for Private i as you had indicated 
earlier? Thanks so much for your assistance in helping us move forward with this important step. 

Sarah 

From: Cook, Michelle D [mailto:michelle.cook@bnymellon.com] 
Sent: Monday, September 24, 2012 2:55PM 
To: Sarah Corbett 
Subject: RE: Custody Services 

Hi Sarah, 

Thank you for sending the note from Bill. 

I could be reading the email out of context, however I am not able to send any pricing with the forwarded approval. 

The information in the email indicates negotiation "outside this procurement and could make no reference to the 
procurement or procurement prices .... .it would all be under current prices". 

Please note, the services in question were part of the procurement and price offering. In addition, there is no current 
servicing for the private investments and therefore no current pricing. 

I do realize the IC is requesting pricing for the tracking of the Private Investments, but I am unable to send any new 
information without an appropriate approval. I hope you understand we are in a black out period and am not able to 
offer prices different from what was submitted as part of the RFP without explicit and specific approvals for pricing on 
the named services. 

Could you please advise how you would like to move forward? 

Thanks 

1 
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Michelle Cook 
Vice President and Relationship Executive 
US Corporate, Government and Not for Profit 
Tel No.: 212 635-7287 
Fax No: 212 635-8780 
email: michelle.cook@bnymellon.com 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Monday, September 24, 2012 2:42 PM 
To: Cook, Michelle D 
Subject: FW: Custody Services 

Hi Michelle, 

Thanks for getting back to me on Private I. Here is the e-mail I have from Bill Leidinger authorizing us to move forward 
with you. 

Thanks! 
Sarah 

SARAli N. COR'BfTI. CPA I DIPUTYCHJn: OF STAFF 
l' 803.737,76981 M 803.206.2179 I SCORBETT®IC.SC.GOV 
1201 MAIN STRIET I SUITE 1510 I COlUMBIA. sc 129201 
SOUTH CAROU NA RETIREMENT SYSTEM 

I NVESTMENT COMMISSION 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.govl 
Sent: Thursday, August 30, 2012 8:30 AM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; Will iam Blume 
Subject: RE: Custody Services 

Fine with me .... probably would not be a tri-party BD 100 but rather separate but well 
coordinated BD 100' s ...... you certainly can go ahead and purchase any thing that you want 
and need but you would have to negotiate with BNY Mellon outside this procurement and could 
make no reference to the procurement or procurement prices .... .it would all be under current 
prices . . . .I will be out for a couple of days but will schedule a meeting for next week when I 
return ..... Thanks ..... . Bill 

The information contained in this e-mail, and any attachment, is confidential and is intended solely for the use 
of the intended recipient. Access, copying or re-use of the e-mail or any attachment, or any inf01mation 
contained therein, by any other person is not authorized. If you are not the intended recipient please return the e
mail to the sender and delete it from your computer. Although we attempt to sweep e-mail and attachments for 
viruses, we do not guarantee that either are virus-free and accept no liability for any damage sustained as a 
result of viruses. 
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Please refer to http://disclaimer.bnymellon.com/eu.htm for certain disclosures relating to European legal 
entities. 

3 
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Adam Jordan 

From: Sarah Corbett 
Sent: Tuesday, October 02, 2012 3:15 PM 
To: 
Subject: 
Attachments: 

Hershel Harper; Adam Jordan; Robert Feinstein 
FW: Custody Confidentiality 
20121001095533333.pdf 

FYI- I have not heard anything back. 

-----Original Message----
From: Sarah Corbett 
Sent: Monday, October 01, 2012 2:25 PM 
To: Leidinger, Bill (Biii.Leidinger@sto.sc.gov); Condon, Bill (Biii.Condon@sto.sc.gov) 
Subject: Custody Confidentiality 

Hi Gentlemen, 

Attached is a signed confidentiality form for Tim Stevenson. I know Bill Condon had told me previously that the 
Treasurer would not be accept any more of our staff members having access to the custodial RFP information; however, 
I wanted to go ahead and make this request due to the circumstances. Tim is our new Director of Risk Management and 
as such he plays a vital role in developing the risk management program and systems. Because the custodians have risk 
management systems available and because the data warehouse may play a vital role in populating a risk management 
system, I feel it is of utmost importance that Tim be allowed access to the custodial RFP information in order for us to 
make informed business decisions regarding risk management systems. Because ofthat, I am asking for him to be 
granted access to the information. 

I appreciate your consideration of this request. 

Thanks, 
Sarah 

-----Original Message-----
From: postmaster@retirement.sc.gov [mailto:postmaster@retirement.sc.gov] 
Sent: Monday, October 01, 2012 9:56AM 
To: Sarah Corbett 
Subject: 

This E-mail was sent from "IN120M01" (Aficio MP C3500) . 

Scan Date: 10.01.2012 09:55:33 (-0400) 
Queries to: postmaster@retirement.sc.gov 
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CONFIDENTIALITY CERTIFICATION FOR INDIVIDUALS RECEIVING OR REVIEWING INFORMATION 
RELATING TO REQUEST FOR PROPOSALS: 

CUSTODIAL AND ANCILLARY SERVICES AND SECURITIES LENDING 

TI1c State Treasurer's Office (STO) issued a Request for Proposal for custodial and ancillary services and for securities lending 
(RFP} nnd received responses from various financial institutions. An advisory panel, including personnel from the STO, the 
Retirement Division, and the Retirement System Investment Commission (Commission), was established to advise the State 
Treasurer regarding the procurement. The members of the advisory panel have already signed confidentiality agreements. The 
STO now understands and acknowledges that the members of the Commission and selected other members of the staff of the 
Commission may need to be informed about certain confidential infommlion about the responding financial institutions and their 
products and services in order to make an informed decision about the Commission's needs. 

for purposes of this certification, confidential infom1ation is any non-public infom1ation about a responding financial institution 
that was acq,nired as part of or during this procurement process. 

You may contact Bill Condon at the STO (803-734-2655 or bill.condon(i'llsto.sc.gov) if you have any questions or to verifY that 
an individual may receive confidential iufonnation. 

You may not receive any confidential infom1ation until the STO has accepted this certification and retumed an accepted copy to 
you by email or othem~se. STO's acceptance will be documented by a11 authorized employee oftl1e STO signing and dating this 
document below and retuming a copy oft he accepled document to you. 

CONFIDENTIALlTY OF INFORMATION CERTIFICATION 

By virtue of my position, I may be entrusted with confidential information relating to the RFP. By my signature below, I hereby 
certify: 

I fully understand the confidentialnatme of the procurement process and understand that I may receive confidential infonnation 
about financial institutions, including, but not limited to, their products and services, their fees, their operations, their client 
service delivery process, and their asset management strategies and processes. If I am an employee of the Investment 
Commission, I will receive this confidential infonnation solely to assist the Investment Commission or the staff of the Investment 
Commission who are members of the advisory panel in making decisions regarding what products and services the Investment 
Commission may want to procure under the custodial contract in which the STO intends to enter. If I am a member of the 
Investment Conunission, I will receive this confidential information solely to make decisions regarding what products and 
services the Investment Commission may want to procure under the custodial contract in which t11e STO intends to enter. 

I will not discuss or disclose arty confidential infonnatlon with anyone who has not signed a confidentiality certification related 
to this procurement. Before discussing or disclosing any confidential infonnation, it is my duty to verify that the intended 
recipient of confidential infonnation has signed such a confidentiality certification. 

Once the Investment Commission makes the necessary decisions or this procurement is finalized, whichever is earlier, I will 
promptly return to the STO all materials containing confidential infonnation that are in my possession, custody, or control. 
Notwithstanding the foregoing, (i) the matters contemplated in this paragraph shall not apply to any portion of the confidential 
infom1alion that is required to be retained pursuant to applicable law or regulation, and (ii) the STO acknowledges that it is 
possible that any electronic copies of confidential material that are delivered to, or deleted by, the Commission or its 
representatives may remain on backup tapes, hard drives and similar fonnats. 

1 lh .. +- I 2-6 \ L 

Accepted by STO: 

Signature of Authorized STO Employee Date 

Signature Redacted
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Adam Jordan 

From: Sarah Corbett 
Sent: 
To: 

Wednesday, October 03, 2012 11:30 AM 
Adam Jordan 

Subject: FW: Estimated Custody Costs - Index Strategy 

Do you think it's ok for me to reach out to Boon this? 

From: Tim Stevenson 
Sent: Wednesday, October 03, 2012 10:39 AM 
To: Sarah Corbett 
Subject: Estimated Custody Costs - Index Strategy 

On the subject of internal asset management of index strategies .... 

I need to obtain an estimate for custody costs associated with managing two domestic (enhanced or otherwise) index 
strategies. The assumption is one (1) large-cap strategy with approximately 1000 securities and one (1) small-cap 
strategy with 2000 securities. Ideally, we would actually pursue two quasi-passive strategies with only 600-650 large
cap securities and 900-1000 small-cap securities. 

How can we get some estimate on the custody costs associated with these strategies? What other information would 
the custodian require in order to provide us with a ballpark estimate? 

Thank you. 

Tim 
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Adam Jordan 

From: Sarah Corbett 
Sent: 
To: 

Thursday, October 04, 2012 9:14 AM 
Tim Stevenson 

Cc: 
Subject: 

Hershel Harper; Adam Jordan; Robert Feinstein 
FW: Custody Confidentia lity 

FYI 

-----Original Message-----
From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, October 04, 2012 9:02 AM 
To: Sarah Corbett 
Cc: Loftis, Curtis; Condon, Bill; Tahiliani, Shakun; McDermott, Mike 
Subject: RE: Custody Confidentiality 

Sarah ..... OK but please remind him that all the information is confidential at this point and he is not to discuss it, directly 
or indirectly, with anyone on the outside and only with those inside who have signed similar confidentia lity agreements 
for the RFP process ....... Thanks .... Bill 

-----Original Message-----
From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Wednesday, October 03, 2012 1:51 PM 
To: Leidinger, Bill; Condon, Bill 
Subject: RE: Custody Confidentiality 

Thanks so much for following up for me! 

-----Original M essage-----
From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, October 03, 2012 12:45 PM 
To: Sarah Corbett; Condon, Bill 
Subject: RE: Custody Confidentiality 

I have advised Treasurer and will be in touch ...... Thanks .... Bill 

-----Original Message-----
From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Wednesday, October 03, 2012 10:26 AM 
To: Leidinger, Bill; Condon, Bill 
Subject: FW: Custody Confidentiality 

Hi Again, 

I don't mean to be a pest, but I wanted to follow up on this. I think it would be real ly helpful fo r everyone for Tim to 
have access to the risk system information from BONY as we contemplate our risk management needs. I am happy to 
follow up with the Treasurer if you all think that would be helpful. 

Thanks! 
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Sarah 

-----Original Message----
From: Sarah Corbett 
Sent: Monday, October 01, 2012 2:25 PM 
To: Leidinger, Bill {Biii.Leidinger@sto.sc.gov); Condon, Bill (Biii.Condon@sto.sc.gov) 
Subject: Custody Confidentiality 

Hi Gentlemen, 

Attached is a signed confidentiality form for Tim Stevenson. I know Bill Condon had told me previously that the 
Treasurer would not be accept any more of our staff members having access to the custodial RFP information; however, 
I wanted to go ahead and make this request due to the circumstances. Tim is our new Director of Risk Management and 
as such he plays a vital role in developing the risk management program and systems. Because the custodians have risk 
management systems available and because the data warehouse may play a vital role in populating a risk management 
system, I feel it is of utmost importance that Tim be allowed access to the custodial RFP information in order for us to 
make informed business decisions regarding risk management systems. Because ofthat, I am asking for him to be 
granted access to the information. 

I appreciate your consideration of this request. 

Thanks, 
Sarah 

-----Original Message-----
From: postmaster@retirement.sc.gov [mailto:postmaster@retirement.sc.gov] 
Sent: Monday, October 01, 2012 9:56AM 
To: Sarah Corbett 
Subject: 

This E-mail was sent from "IN120M01" {Aficio MP C3500). 

Scan Date: 10.01.2012 09:55:33 {-0400) 
Queries to: postmaster@retirement.sc.gov 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Hershel Harper 
Monday, November 05, 2012 2:42 PM 
Adam Jordan; Reynolds@Willcoxlaw.com 
FW: Securities Lending 

Th is was discussed at Wampee. As I reca ll, no decision was reached. 

From: Leidinger, Bill [mailto:Bii i.Leidinger@sto.sc.gov] 
Sent: Monday, November 05, 2012 2:29 PM 
To: Hershel Harper 
Subject: Securities Lending 

Hershel, you had previously stated that you believed the Investment Commission would not be 
engaging in securities lending. As you know, that decision has an affect on the decision regarding 
the award of the custody bank contract. 

Please advise what the Investment Commission wants to do regarding securities 
lending ........ Thanks .... Bill 

William Leiclinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Bill, 

Hershel Harper 
Tuesday, November 13, 2012 1:48 PM 
Leidinger, Bill 
Reynolds Williams; Edward Giobbe; Adam Jordan 
RE: Securities Lending 

I am happy to meet with you to discuss. Also, I am not aware that this impacts the decision on the custodian. 

Hershel 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Monday, November 05, 2012 2:29PM 
To: Hershel Harper 
Subject: Securities Lending 

Hershel, you had previously stated that you believed the Investment Commission would not be 
engaging in securities lending. As you know, that decision has an affect on the decision regarding 
the award of the custody bank contract. 

Please advise what the Investment Commission wants to do regarding securities 
lending . ...... .Thanks .... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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Adam Jordan 

From: 
Sent: 
To: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Tuesday, November 13, 2012 1:59 PM 

Hershel Harper 
Cc: 
Subject: 

Reynolds Williams; Edward Giobbe; Adam Jordan; Loftis, Curtis 
RE: Securities Lending 

Sure does .... what dates and times are good for you? .... Bill 

From: Hershel Harper [mailto:HHarper@ic.sc.gov] 
Sent: Tuesday, November 13, 2012 1:48PM 
To: Leidinger, Bill 
Cc: Reynolds Williams; Edward Giobbe; Adam Jordan 
Subject: RE: Securities Lending 

Bill, 

I am happy to meet with you to discuss. Also, I am not aware that this impacts the decision on the custodian. 

Hershel 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Monday, November 05, 2012 2:29 PM 
To: Hershel Harper 
Subject: Securities Lending 

Hershel, you had previously stated that you believed the Investment Commission would not be 
engaging in securities lending. As you know, that decision has an affect on the decision regarding 
the award of the custody bank contract. 

Please advise what the Investment Commission wants to do regarding securities 
lending .. .. .... Thanks .... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Thursday, December 20, 2012 9:40AM 
Hershel Harper; Adam Jordan 
Loftis, Curtis; Condon, Bill; Raven, Dinah; Tahilian i, Shakun 

Securities Lending by Investment Commission 

Hershel and Adam, it is important that the Investment Commission decide at the next upcoming 
meeting of the Investment Commission whether or not it will remain in the securities lending 
business. The State Treasurer has a custody bank decision to make and timely resolution of this 
question by the Investment Commission is very important with respect to that decision. 

Please advise me if the question will be on the agenda for the upcoming Investment 
Commission meeting. 

Thanks much and Happy Holidays ... ..... Thanks ..... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

1 
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Adam Jordan 

From: 
Sent: 
To: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Thursday, December 20, 2012 10:27 AM 
Adam Jordan; Hershel Harper 

Cc: Loftis, Curtis; Condon, Bill; Raven, Dinah; Tahiliani, Shakun; Reynolds Williams; Abesamis, 
Bo (abesamis@callan.com) 

Subject: RE: Securities Lending by Investment Commission 

Adam, the Commission can go into Executive Session and we can have BO available to speak 
via telephone on securities lending in general, where the industry is headed and the options 
before us with this RFP and what he believes is best path to follow - but certainly it's up to the 
Commission to make the investment decision ... .... We should talk right after Jan 1st . .. . .. . and 
then talk with Bo .. . .. . Thanks . .. .. Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Thursday, December 20, 2012 9:55 AM 
To: Leidinger, Bill; Harper, Hershel 
Cc: Loftis, Curtis; Condon, Bill; Raven, Dinah; Tahiliani, Shakun; Reynolds Williams 
Subject: RE: Securit ies Lending by Investment Commission 

Bill, 

As we discussed at our November meeting with you, we will place the securities lending item on the February 
Commission meeting agenda. We share your interest in a timely resolution of the Custody RFP. 

Prior to the meeting, it would be helpful for staff and Commissioners to have addit ional information on the topic, such 
as the details on the specific arrangement being proposed, who will be presenting (STO, Callan, etc.), and how you 
recommend managing the confidentiality aspects ofthe open procurement. Please advise when you would like to 
discuss. 

Thank you and Happy Holidays to you and your staff-

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Thursday, December 201 2012 9:40 AM 
To: Hershel Harper; Adam Jordan 
Cc: Loftis1 Curtis; Condon, Bill; Raven, Dinah; Tahiliani, Shakun 
Subject: Securities Lending by Investment Commission 

Hershel and Adam, it is important that the Investment Commission decide at the next upcoming 
meeting of the Investment Commission whether or not it will remain in the securities lending 
business. The State Treasurer has a custody bank decision to make and timely resolution of this 
question by the Investment Commission is very important with respect to that decision. 

Please advise me if the question will be on the agenda for the upcoming Investment 
Commission meeting. 

1 
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Thanks much and Happy Holidays ..... ... Thanks . .... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

2 
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Adam Jordan 

From: Sarah Corbett 
Sent: 
To: 

Wednesday, January 02, 2013 10:01 AM 
Adam Jordan 

Subject: RE: Custody Workshop 

Here are two ideas: 

Signatory authority/signing process 
Fee payment (so that all fees will be paid net of fees) 

We have supervisory training scheduled for January 15th and I think we were going to make that mandatory for 
supervisors. The 16th is the PEBA sub-committee meeting- I don't have a time for that yet. I'm available on the 17th 

other than the meeting with Merrill. 

I think it would be good for Jon, Nicole and/or Brenda to attend depending on workload and the topics. I can also attend 
with the exceptions listed above. Let me know if you need any other information from me. 

Thanks! 

From: Adam Jordan 
Sent: Monday, December 31, 2012 2:22PM 
To: Sarah Corbett 
Subject: FW: Custody Workshop 

Please see below. Let's develop our topics and attendee list. Two days seems like a long time for this meeting. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto .sc.gov] 
Sent: Monday, December 31, 2012 2:18PM 
To: David Avant; Tammy Nichols; Faith Wright; Hershel Harper; Adam Jordan; Brenda Gadson; Nicole Waites; Tahiliani, 
Shakun; McDermott, Mike; Prioleau, Mable 
Cc: Loftis, Curtis; Condon, Bill; Padgett, David; AMY WRIGHT Amy.Wright@sto.sc.gov; Cook, Michelle D 
(michelle.cook@bnymellon.com) 
Subject: Custody Workshop 

Folks, you and your staff are invited to attend a 2 day Custody Workshop being planned by the 
STO and the BNY Mellon. The Custody Workshop will be held here in Columbia for 2 
consecutive days on January 15th and 16th or 16th and 17th. Please let me know ASAP which 
set of 2 consecutive days are best for your group. The Custody Workshop will be held in the 
Governor's Conference Room on the 1st floor of the Wade Hampton Building. 

The Custody Workshop will cover a variety of discussion topics useful and helpful to all of us. I 
ask you to suggest and forward to me discussion topics you believe will be most helpful and 
informative for your group. I will take all our suggestions and work with BNY Mellon to 
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develop a final Custody Workshop program which will be sent to you in advance of the 
Custody Workshop. We will also have plenty of time for questions and answers. 

Each group should plan on having no more than 8 staff attend from their group. We can adjust 
final attendance prior to the event. 

Please plan on attending, advise me of the number and names of folks from your group that you 
believe will be attending, advise me of your prefened dates and send me your suggested 
Custody Workshop discussion topics ... .. . by Friday of this week. 

Thanks much ....... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

2 
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Adam Jordan 

From: Jon Rychener 
Sent: 
To: 

Wednesday, January 02, 2013 3:51 PM 
Adam Jordan 

Subject: RE: Custody Workshop 

Sarah nailed it with those two topics; those are the issues we want to hammer out. My question is whether Bill will be 
attending or not! We need representation from the STO who has authority to make decisions on the spot. 

I am checking with David King to see if there are any new account or composite setup issues he sees as needing to be 
addressed. 

From: Adam Jordan 
Sent: Wednesday, January 02, 2013 3:28 PM 
To: Jon Rychener 
Subject: FW: Custody Workshop 

Any other suggested topics? I'll request the 161h and 17th, as we have supervisory training on the 15th. Attendee list {for 
part of the time, at least): you, Brenda, Nicole, and Sarah. Anyone elese? 

From: Sarah Corbett 
Sent: Wednesday, January 02, 2013 10:01 AM 
To: Adam Jordan 
Subject: RE: Custody Workshop 

Here are two ideas: 

Signatory authority/signing process 
Fee payment {so that all fees will be paid net of fees) 

We have supervisory training scheduled for January 15th and I think we were going to make that mandatory for 
supervisors. The 16th is the PEBA sub-committee meeting -I don't have a time for that yet. I'm available on the 17th 

other than the meeting with Merrill. 

I think it would be good for Jon, Nicole and/or Brenda to attend depending on workload and the topics. I can also attend 
with the exceptions listed above. Let me know if you need any other information from me. 

Thanks! ---
From: Adam Jordan 
Sent: Monday, December 31, 2012 2:22 PM 
To: Sarah Corbett 
Subject: FW: Custody Workshop 

Please see below. Let's develop our topics and attendee list. Two days seems like a long time for this meeting. 

Thanks, 

Adam 

1 
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From: Leidinger, Bill [mailto :Biii.Leidinger@sto.sc.gov] 
Sent: Monday, December 31, 2012 2:18PM 
To: David Avant; Tammy Nichols; Faith Wright; Hershel Harper; Adam Jordan; Brenda Gadson; Nicole Waites; Tahiliani, 
Shakun; McDermott, Mike; Prioleau, Mable 
Cc: Loftis, Curtis; Condon, Bill; Padgett, David; AMY WRIGHT Amy.Wright@sto.sc.gov; Cook, Michelle D 
(michelle.cook@bnymellon.com) 
Subject: Custody Workshop 

Folks, you and your staff are invited to attend a 2 day Custody Workshop being planned by the 
STO and the BNY Mellon. The Custody Workshop will be held here in Columbia for 2 
consecutive days on January 15th and 16th or 16th and 17th. Please let me know ASAP which 
set of2 consecutive days are best for your group. The Custody Workshop will be held in the 
Governor's Conference Room on the 1st floor of the Wade Hampton Building. 

The Custody Workshop will cover a variety of discussion topics useful and helpful to all of us. I 
ask you to suggest and forward to me discussion topics you believe will be most helpful and 
informative for your group. I will take all our suggestions and work with BNY Mellon to 
develop a final Custody Workshop program which will be sent to you in advance of the 
Custody Workshop. We will also have plenty of time for questions and answers. 

Each group should plan on having no more than 8 staff attend from their group. We can adjust 
final attendance prior to the event. 

Please plan on attending, advise me of the number and names of folks from your group that you 
believe will be attending, advise me of your preferred dates and send me your suggested 
Custody Workshop discussion topics ...... by Friday of this week. 

Thanks much ....... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

2 



000661

Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Thanks, Adam ..... Bill 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Wednesday, January 02, 2013 5:43 PM 
Adam Jordan 
Hershel Harper; Sarah Corbett; Tammy Nichols; Jon Rychener 
RE: Custody Workshop 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Wednesday, January 02, 2013 5:01 PM 
To: Leidinger, Bill 
Cc: Harper, Hershel; Corbett, Sarah; Nichols, Tammy; Rychener, Jon 
Subject: RE: Custody Workshop 

Bill, 

Thank you for the invitation. From RSIC, attendees will include Sarah, Jon, Brenda, and Nicole. The 161h and 171h work 

best for us. Two topics of interest include signatory authority/signing process and net return calculations for managers 

who invoice fees. 

Best Regards, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Monday, December 31, 2012 2:18 PM 
To: David Avant; Tammy Nichols; Faith Wright; Hershel Harper; Adam Jordan; Brenda Gadson; Nicole Waites; Tahiliani, 
Shakun; McDermott, Mike; Prioleau, Mabie 
Cc: Loftis, Curtis; Condon, Bill; Padgett, David; AMY WRIGHT Amy.Wriqht@sto.sc.gov; Cook, Michelle D 
(michelle.cook@bnymellon.com) 
Subject: Custody Workshop 

Folks, you and your staff are invited to attend a 2 day Custody Workshop being planned by the 
STO and the BNY Mellon. The Custody Workshop will be held here in Columbia for 2 
consecutive days on January 15th and 16th or 16th and 17th. Please let me know ASAP which 
set of 2 consecutive days are best for your group. The Custody Workshop will be held in the 
Governor's Conference Room on the 1st floor of the Wade Hampton Building. 

The Custody Workshop will cover a variety of discussion topics useful and helpful to all of us. I 
ask you to suggest and forward to me discussion topics you believe will be most helpful and 
informative for your group. I will take all our suggestions and work with BNY Mellon to 
develop a final Custody Workshop program which will be sent to you in advance of the 
Custody Workshop. We will also have plenty of time for questions and answers. 
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Each group should plan on having no more than 8 staff attend from their group. We can adjust 
fmal attendance prior to the event. 

Please plan on attending, advise me of the number and names of folks from your group that you 
believe will be attending, advise me of your preferred dates and send me your suggested 
Custody Workshop discussion topics ...... by Friday of this week. 

Thanks much ....... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

2 
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Adam Jordan 

From: 
Sent: 
To: 

Cc: 

Subject: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Monday, January 07, 2013 1:56 PM 
David Avant; Tammy Nichols; Faith Wright; Sarah Corbett; Jon Rychener; Brenda 
Gadson; Nicole Waites; Tahiliani, Shakun; McDermott, Mike; Prioleau, Mable 
Condon, Bill; Raven, Dinah; Padgett, David; AMY WRIGHT Amy.Wright@sto.sc.gov; 
Hershel Harper; Adam Jordan; Loftis, Curtis 

Custody Workshop 

Folks, the Custody Workshop with BNY Mellon will be held in the Governor's Conference 
Room on the 1st floor of the Wade Hampton Building on Wednesday and Thursday, January 
16 and 17. Please schedule all day both days to attend. 

I am working with BNY Mellon to develop the agenda and I will forward that to you as soon as 
possible. 

Thanks much and please do schedule all day both days ... . .... Thanks again ....... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

1 
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Adam Jordan 

From: 
Sent: 
To: 

Cc: 

Subject: 
Attachments: 

Leidinger, Bill <Bi ii.Leidinger@sto.sc.gov> 
Friday, January 11, 2013 3:14 PM 

Cook, Michelle D; Joyce, Douglas E (dougjoyce@bnymellon.com); Schavolt, Dean; 
Cavallo, Mike (mike.cavallo@bnymellon.com); janice.colombo@bnymellon.com; Weaver, 
Richard J (rj.weaver@bnymellon.com); john.kenyon@bnymellon.com; Arner, Cindy 
(cindy.arner@bnymellon.com); David Avant; Tammy Nichols; Faith Wright; Sarah 
Corbett; Brenda Gadson; Nicole Waites; Adam Jordan 
Loftis, Curtis; Raven, Dinah; Condon, Bill; Adams, Cla rissa; Padgett, David; Tahiliani, 

Shakun; McDermott, Mike; Prioleau, Mable 
State Treasurer's Custody Wporkshop Jan 16 & 17 
SC Cust Wkshop Jan 2013 Final Agenda.doc 

Folks, here is the agenda for the 2 day State Treasurer's Custody Workshop that will be held in 
the Governor's Conference Room, 1st floor, Wade Hampton Office Building, beginning at 8:30 
AM next Wednesday, the 16th. 

In the event I may have failed to include them among the addresses, please forward this to any 
of your staff that you have previously indicated would be attending. We want everyone there so 
please look over the addresses carefully . 

Please be assured that the topics that you requested have been incorporated into the agenda 
discussion items and will be discussed. If you should not hear them being addressed, please 
speak out. 

The Workshop will be a series of presentations and discussions. Please feel free to offer your 
comments, insights, suggestions and questions. We all need each other to be fully involved in 
order for all of us to get full benefit of this time together. 

Thanks and have a great weekend . ........ .. Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

1 
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State Treasurers Custody Workshop 

Agenda - Day 1 Wednesday January 16, 2013 

1) Welcome and Introduction 
i) Purpose/Theme of the Sessions 

(1) Current SC Practices 
(2) Best Practices 

ii) Roadmap to Best Practices selected by State Treasurer 
iii) Expectations for the next 2 days 

2) BNY Mellon Role as SC's Custodian 

3) Securities settlement and safekeeping (life of a trade) 
i) US Domestic Market- FED, DTC and Repo 
ii) Information flow-

(1) Instruction receipt 
(2) Trade settlement 
(3) Asset Safekeeping 
(4) Corporate events- income collection 
(5) Proxy voting 
(6) Class actions 

4) Administration and Authorization of the accounts within SC 
a) Authorized Signatures, 

8:30 am State Treasurer Loftis 

8:35 am MCook 

8:45am DSchavolt, DJoyce 

10:00 am 10 minute break 

b) BNY Mellon required documentation for varying activities and process 
c) Account Opening Process 

i) Required Documentation and Authorization applicable for; 
(1) US Domestic 
(2) Global Markets- documentation (time dependant- If we are running 

behind schedule, this portion will move to Thursday morning)* * 

5) Workbench 
a) General Overview 

i) Current and planned Enhancement targeted implementation 
ii) Existing Report usage I Activities 

12:00pm lunch 

6) Accounting and Reporting (Domestic and Global) 
i) Dependencies and Timing 
ii) Internal processes- validations and reconciliations 

(1) In Bank Custody Assets- non Alternatives 
(2) Not in bank assets- non Alternatives 

(3) Alternative Investments- Ltd partnerships 
iii) Fund Administration and Reporting (Overview) 

(1) Strategic Partnerships I Hedge Fund Admin 

7) Daily Wrap up with additional Q&A 

10:30 am C. Arner 

1:00 pm DJoyce 

10 minute break 
RJWeaver 
JKenyon 

3:45pm Team 
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State Treasurers Custody Workshop 

Agenda Day2 Thursday Jan 17, 2013 

1) Quick review from previous day 8:30 am State Treasurer Loftis 

2) Global Markets** 8:40am DSchavolt 
i) General Overview- Global Network Management 
ii) Market entrance and documentation process 
iii) Market reports available on Workbench 
iv) Market settlement- nuances and specialized requirements 

3) Cash Activity (movements and management) 10:00 am DJoyce 
i) Current process for lnv Mgr Fee payment** 
ii) Signing Authority 
iii) Authorized Instruction 
iv) Process for executing the cash movement 

10:30 am 10 minute break 

4) Securities Lending 10:40 am JColombo 
a) How is Income generated 

i) Lendable assets 
ii) Percentage on loan 
iii) Volume on Loan 
iv) Intrinsic and Investment spread I Intrinsic and investment revenues 

b) Securities on Loan work flow 
c) Current process for posting of lending revenue I reserves 

12:15 pm Lunch 

5) Performance and Risk analytics 
i) Dependencies and Timing 
ii) Rate of Return- Net and gross of manager fees 

(1) Invoiced /explicit 
(2) Fund expensed I implicit fees 

6) Additional Q&A 

7) Two Day Training Session Wrap up 

8) Next Steps 

1:30pm MCavallo 

3:00pm Team 

3:20 pm State Treasurer Loftis 

3:30 pm State Treasurer Loftis 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 

Thursday, January 24, 2013 8:36AM 
Adam Jordan 

IC FY14 IT Request 

Adam, I understand the IC requested $1 .6m from Ways & Means for services related to custody 
bank services. Would you please send me a breakdown or itemization of the $1.6m request so I 
can keep with my other procurement related papers. Have you folks ID'ed additional services 
you would want by year over the next 3 to 5 years and the associated costs - if so, please let me 
know ..... .. Thanks much .... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

1 
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Recommendations from 2012 Deloitte Risk Assessment 

TASKS STILL IN PROGRESS- High Priority 

1. Technology 
-Develop Operational Infrastructure: $2.1 M/year 

• Services available off the shelf 
- Daily Valuation - Investment Accounting 

- Performance Analytics - Data Warehouse 

-Extended Investment Transparency -Compliance Software 

-Risk Management Software 

2. Personnel 
-Obtain additional FTEs to address key person risk and 
further enhance external manager oversight: $1.8 M/year 

• Investment Team: 7 Additional FTEs 
• Operations Team: 5 Additional FTEs 

..J 

~~SOUTH CAROLINA RITI REMENT SYSTEM 

1·-·lNVESTMENT COMMISS ION 1 
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Technology Pricing Details 

• In order of priority: 
- Investor Analytics 

- Investment Data Hub 

- Investment Accounting 

- Performance and Risk Analytics 

- Extended Investment Transparency 

- Daily Valuation 

- Daily Performance 

- Independent Derivatives Valuation 

- Hosted server 

.J 

~-SOUTH CAROLINA RETIREMENT SYSTEM 

1.- I NVISTMENT COMMISS ION 

$370,000 

$380,000 

$250,000 

$200,000 

$150,000 

$125,000 

$75,000 

$50,000 

$500,000 

$2,100,000 

2 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Danny Varat 
Monday, January 28, 2013 11:00 AM 
'clarissa.adams@sto.sc.gov' 
FW: Budget Hearing 

Attachments: FY14 WM Committee Technology Pricing Follow Up 1 25 13.pptx 

Clarissa, Adam forwarded to me your request for the details. Please find it attached on slide 2. 
Also, could you please give us the breakdown of the STO request re lated to custodial services? 

Thanks, 

Danny 

OANNYVARAT 
PUBliC INFORMATION DIRECTO R 
p 803.737.7556 I M 803.528.5554 I DVARAT@IC.SC.GOV 
1201 MAIN STREET I SUITE 1510 I COlUMBIA, sc I 29201 
SOUTH CARO LINA RET IREMENT SYSTEM 

INVESTM ENT COMMISSION 

From: "Adams, Clarissa" <Ciarissa.Adams@sto.sc.gov> 
Date: January 23, 2013, 4:01:10 PM EST 
To: Adam Jordan <AJordan@ic.sc.gov> 
Subject: Budget Hearing 

Adam, 

Will you please provide the detail that makes up the $1.6 million for custody services? Based on the 
presentation in September to the Commission, I understand the $2.1 million dollar request included the 
server so I subtracted that amount. 

I understand there are confidentiality issues with the RFP-1 am not interested in any details whatsoever 
that would compromise confidentiality. That said, it might be easiest if you simply provided a dollar 
figure by the items you listed on page 4 of the Ways and Means presentation for t he "off the 
shelf" technology items. 

Thanks, 
Clarissa 

1 
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Adam Jordan 

From: Hershel Harper 
Sent: 
To: 

Monday, January 28, 2013 12:04 PM 
'Reynolds Williams'; Edward Giobbe 

Cc: 
Subject: 

Adam Jordan; Sarah Corbett; Robert Feinstein; Nancy Shealy 
FW: South Carolina STO - BNYM Coordination 

All, 

First I wish to call your attention to the email below. Second, the RSIC and its staff are communicating with BNY as well 
as other service providers for risk systems, private market systems, accounting and other oversight services. None are 

custody. We are going to move forward with these discussions and may be making several recommendations at the 
commission meeting. More to follow. 

Hershel 

From: Sarah Corbett 
Sent: Monday, January 28, 2013 11:44 AM 
To: Hershel Harper 
Subject: FW: South Carolina STO- BNYM Coordination 

FYI. 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
·Sent: Monday, January 28, 2013 11:42 AM 
To: Cook, Michelle D 
Cc: Loftis, Curtis; Raven, Dinah; Condon, Bill; Tahiliani, Shakun; McDermott, Mike; Sarah Corbett; Adam Jordan; Geoffrey 
Berg; David Avant; Tammy Nichols; Faith Wright; Padgett, David; Adams, Clarissa 
Subject: South Carolina STO - BNYM Coordination 

Michelle, I will follow up with you this week on the BNYM "To Do" list you sent me last week 
as well as a task list I will develop and send to you which may contain some items not on your 
"To Do" list. There are, however, 2 things that I would like to put in place right now that will 
help shape how things progress in the future: 

Client Relationship and Communication 
1) BNYM acknowledges that the STO is the sole client in its relationship under the custody 

contract and also recognizes that BNYM has the responsibility to serve the needs of the 
STO, PEBA and the Investment Commission, upon approval by the client, the STO 

2) In order to avoid confusion and misunderstanding in the future, I will be the point of 
contact for all questions and all matters coming from the STO, the Investment 
Commission and the PEBA and directed to BNYM for response. I will forward all 
questions and matters to you who will have the responsibility to forward to your BNYM 
team and you will then have the responsibility to respond directly to me. I, in turn, will 

1 
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forward the BNYM response to the SC team if the STO concurs. The same practice 
principle will apply to you with regard to BNYM questions and matters to the SC team. 

I would hope that this does not prove to be burdensome for you. Let me know if you have 
a better suggestion. 

Global Custody 
BNYM indicated it would put together and send to the STO a complete and 
comprehensive document regarding roles and responsibilities, duties, liabilities, risks, 
costs, role of sub-custodians, reporting on not in bank assets held by global sub
custodians, BNYM' s assumption of responsibility and liability of its sub-custodians and 
all other considerations regarding the Investment Commission becoming more heavily 
involved in the global markets. Please develop this document to be more like a service 
contract and not as a marketing piece. There were many questions raised during the 
discussion of global custody. 

Please advise me when this document will be forwarded to the STO. 

Please let me know if you are in agreement. 

Thanks ...... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

2 
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Adam Jordan 

From: 
Sent: 
To: 

Danny Varat 
Monday, January 28, 2013 2:34 PM 
Leidinger, Bill 

Subject: Re: IC FY14 IT Request 

Sure thing. Please let me know if you need more. 

Sent from my iPhone 

On Jan 28, 2013, at 2:30 PM, "Leidinger, Bill" <Biii.Leidinger@sto.sc.gov> wrote: 

Thanks, Danny ..... Bill 

From: Danny Varat [mailto:DVarat@ic.sc.gov] 
Sent: Monday, January 28, 2013 1:59 PM 
To: Leidinger, Bill 
Subject: FW: IC FY14 IT Request 

Bill, Adam forwarded your request to me. Please find attached the breakdown 
(Slide 2) . Also, Clarissa had asked for this information, and I have sent it to her. 
Thanks, 

Danny 

<imageOOl.jpg> 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, January 24, 2013 8:36 AM 
To: Adam Jordan 
Subject: IC FY14 IT Request 

Adam, I understand the IC requested $1.6m from Ways & Means for services 
related to custody bank services. Would you please send me a breakdown or 
itemization of the $1.6m request so I can keep with my other procurement related 
papers. Have you folks ID'ed additional services you would want by year over the 
next 3 to 5 years and the associated costs- if so, please let me know .. ..... Thanks 
much .... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 

1 
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Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

2 
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Adam Jordan 

From: 
Sent: 
To: 

Cc: 

Subject: 
Attachments: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Monday, February 11, 2013 9:17AM 
David Avant; Tammy Nichols; Faith Wright; Sarah Corbett; Brenda Gadson; Nicole 
Waites; Adam Jordan; Geoffrey Berg 
Loftis, Curtis; Raven, Dinah; Condon, Bill; Padgett, David; Adams, Clarissa; Tahiliani, 
Shakun; McDermott, Mike 
STO/BNYM Custody Wrorshop TO DO UST 
SC Workshop follow-up items 1-24-B.doc 

Folks, attached is the STO/BNYM combined Custody Workshop TO DO LIST. I have asked 
Michelle to share with all the BNYM team and I advised her I would share with the PEBA and 
Investment Commission folks here in SC. 

These are the priorities selected by the Treasurer, as we advised the attendees would be the case 
at the outset of the Custody Workshop, and the priorities that we all will collectively work 
toward implementing as soon as we can. 

I advised Michelle that she and I together would track implementation progress. We will wrap 
that discussion soon and I will give you additional details. 

Thanks much for your participation and cooperation ... . .. .I look forward to working with each 
ofyou .... ... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 
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State Treasurers on Site Custody Workshop and Review January, 
16 & 17,2013 

State Treasurer's Office - BNY Mellon Follow-up Items 
2/11/13 

1. WorkBench Training in Columbia for 1 or 2 full days 
-STO full access to all Workbench features and all user accounts 

WorkBench (online information, data and reporting access) 
a. Confirm Email notices and updates for all users have been established 
b. Provide training follow ups, 
c. Schedule ongoing quarterly visits to review current, upcoming and future 

planned enhancements 
d. Other requirements as determined by STO 

2. Accounting and Reporting 
a. Match up month end close with Hewitt Ennis Knupp to coordinate and ensure 

same period reporting 
b. Send updated In Bank, Not in Bank spreadsheet identifying potential NIB 

accounts for a "claw back" of the assets to the custodian- Completed 1/23/13 

3. Explore Best Practices for administration, reconciliation and reporting for limited 
partnerships (Vol. I, p.SS) 

4. Explore Hedge Funds/Strategic Partnerships Best Practices (Vol. I, p.62) 

5. Global markets- full package from BNYM to STO ASAP 
Contents of fully documented package to be initially developed by BNYM 

a. Market entrance requirements 
b. Settlement Standards 
c. Operational risk- cash, settlement and local convention 
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6. Fees - move to all fees being directly invoiced and eliminate all "net of fees" 
(Vol. II, p.17) ) and begin to pay directly invoiced fees from Internal cash 

(instead of from Wells Fargo account) so that BNYM may more easily measure 
and report net performance on these investments. 

7. Explore collateral reimbursement options- Securities Lending (Vol. II, 32) 

8. Explore Securities Lending & Overnight Repo Agreements and guarantee (Vol. II, 
p.47) 

9. Performance & risk analytics 
- enhance current reporting on trial basis (Vol. II. P53 et al) 

10. Performance & risk analytics- Best Practices (Vol. II, p. 56 et al) 
- enhanced reporting equities 
- use of a derivative pricing service 
-what enhanced reporting can we now realize, given the nature of our 

portfolio and the manner in which managers report values 

11. Provide an Account Matrix containing the following information 
a. Account Name 
b. Type of Account (Equity, FI, Alternatives, Commingled, HF etc .. . )- In Bank or 

Not in Bank 
c. Delegation of 

1. Investment Authority -
i. Trading for the portfolio 

ii. Trade Settlement Activity- e.g. Instructions 
2. Corporate Action Decisions 
3. Proxy Voting 
4. Cash movements- for non trade related activity 

d. Reporting I valuation verification source 

12. Securities Lending Updated Revenue Estimates 
a. Alternative Investment guidelines 

i. 2a7 like guidelines with both short and ultra short average maturity 
b. Information to support the risk I reward analysis of the different guidelines. 
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c. Determine whether the S.C. Tuition Prepayment Program assets should be 
involved in securities lending and, if not, how the current sec lending 

position(s) can be unwound 

13. Establish, confirm and document the BNY Mellon process for the payment and 

reflection of manager invoiced fees in its respective account to more accurately 
reflect the market value and Net of Fee Performance Return. A dependency exists 
on the establishment of SC internal processes. 

14.Establish, confirm and document the BNY Mellon process for cash flows 
representing fund expense and manager fees to ensure a more accurate market 
value and performance calculations. A dependency exists on the establishment of 
SC internal processes. 

a. Further discussions on the treatment of management fees for; 
1. LPs (inside and outside the commitment) and 
u. Alternative investments providing specific expense information (e.g. 

Strategic Partnerships, Hedge Funds, Fund of Funds etc . . . ). 

15 . Corrective action for the automatic release of wires creating a daylight overdraft. 
Currently wires causing daylight overdraft required management approval and release. 

16. Send soft copy of the Custody Workshop Books- Completed 1/22/13 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

FYI 

Sarah Corbett 
Wednesday, February 13, 2013 5:08 PM 
Adam Jordan; Hershel Harper; Reynolds Williams (reyno lds@willcoxlaw.com) 
FW: Custody Services 

From: Leidinger, Bill [mailto: Bill. Leidinger@sto.sc.gov] 
Sent: Wednesday, February 13, 2013 4:48 PM 
To: Sarah Corbett 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Dori Ditty; Condon, Bill; Ed Giobbe (engiobbe@hotmail.com) 
Subject: RE: Custody Services 

Not necessary to have Ed attend .. .. this is an internal staff discussion .. . ... Thanks ..... Bill 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Wednesday, February 13, 2013 4:46PM 
To: Leidinger, Bill 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Ditty, Dori; Condon, Bill; Ed Giobbe (engiobbe@hotmail.com) 
Subject: RE: Custody Services 

Hi Bill, 

I wou ld prefer to discuss Private i and the funding issues at the same time and I will invite Ed to attend the 

meeting. Please let me know when you all are ready to discuss both issues. I will try my best to accommodate your 
availability. 

Thanks, 
Sarah 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, February 13, 2013 10:20 AM 
To: Sarah Corbett 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Dori Ditty; Condon, Bill 
Subject: RE: Custody Services 

Sarah, we will be discussing internally later in the week the 2 items you recently sent over: 1) 
payment of management fees, and 2) signature authority and standing instruction .. .. .let's get 
together on this first .. . . ... dates and times? Thanks .... Bill 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Wednesday, February 13, 2013 10:16 AM 
To: Leidinger, Bill 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Ditty, Dori; Condon, Bill 
Subject: RE: Custody Services 

Thanks Bill. Yes, I will be in touch soon. Perhaps we could discuss the funding at the same time? 
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From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Wednesday, February 13, 2013 8:52AM 
To: Sarah Corbett 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Dori Ditty; Condon, Bill 
Subject: RE: Custody Services 

Sarah, I believe it would be good for us to begin discussing this matter ...... Give me a call and 
Bill and I will come over to review with you and Dori .. ..... Thanks . ... Bill 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Tuesday, February 12, 2013 8:30AM 
To: Leidinger, Bill 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Ditty, Dori 
Subject: FW: Custody Services 

Hi Bill, 

I just wanted to follow up with you on this. Michelle, Dori and I have been working together on Private i. We have 
worked through the cost and I believe most of the way through the contract. Michelle will be forwarding a draft of the 
contract back to us soon and will copy you on that communication. 

I am hopeful that we can finalize this contract soon and move forward with implementation. I do believe that private i 
will help us gain greater transparency into the private market investments and I hope that you and the Treasurer will be 
happy with that outcome. 

The next ancillary service I want to discuss with the bank is the compliance module. I anticipate handling that the same 
way- negotiating prices outside of the RFP. 

Just a heads up - this may be mentioned in the coverage of the dashboard at today's audit committee meeting. 

Thanks, 
Sarah 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Monday, September 24, 2012 3:34 PM 
To: Sarah Corbett 
Cc: Hershel Harper; Adam Jordan; Tammy Nichols; Faith Wright; William Blume; Douglas W. Lybrand 
Subject: RE: Custody Services 

Michelle, yes ... please forward price to Sarah . .... Thanks .. ... Bill 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Monday, September 24, 2012 3:14PM 
To: Leidinger, Bill 
Cc: Harper, Hershel; Adam Jordan; Nichols, Tammy; Faith Wright; Blume, William; Lybrand, Douglas 
Subject: FW: Custody Services 

Hi Bill, 
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Will you please notify Michelle that it is ok for her to proceed with providing us a price for Private i as you had indicated 
earlier? Thanks so much for your assistance in helping us move forward with this important step. 

Sarah 

From: Cook1 Michelle D [mailto:michelle.cook@bnymellon.com] 
Sent: Monday/ September 241 2012 2:55PM 
To: Sarah Corbett 
Subject: RE: Custody Services 

Hi Sarah, 

Thank you for sending the note from Bill. 

I could be reading the email out of context, however I am not able to send any pricing with the forwarded approval. 

The information in the email indicates negotiation "outside this procurement and could make no reference to the 
procurement or procurement prices ..... it would all be under current prices". 

Please note, the services in question were part of the procurement and price offering. In addition, there is no current 
servicing for the private investments and therefore no current pricing. 

I do realize the IC is requesting pricing for the tracking of the Private Investments, but I am unable to send any new 
information without an appropriate approval. I hope you understand we are in a black out period and am not able to 
offer prices different from what was submitted as part of the RFP without explicit and specific approvals for pricing on 
the named services. 

Could you please advise how you would like to move forward? 

Thanks 

Michelle Cook 
Vice President and Relationship Executive 
US Corporate, Government and Not for Profit 
Tel No.: 212 635-7287 
Fax No: 212 635-8780 
email: michelle.cook@bnymellon.com 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Monday1 September 241 2012 2:42 PM 
To: Cook, Michelle D 
Subject: FW: Custody Services 

Hi Michelle, 

---------- -----

Thanks for getting back to me on Private I. Here is the e-mail I have from Bill Leidinger authorizing us to move forward 
with you. 

Thanks! 
Sarah 
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SARAH N. CORBETI, CPA I DEPUfYCHIEF Of STAfF 
r 803.737'. 7698 1 M 80J.2~.21i9 1 scoRBm®tc.sc.Gov 
l20l MAIN STRIET 1 surn tsto 1 coruMBlA. S·C 1 29201 
SOUTH CAROUNA RETI REMHn SYSTEM 

I NVESTMENT COMMISS ION 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, August 30, 2012 8:30 AM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 

Fine with me .... probably would not be a tri-party BD 100 but rather separate but well 
coordinated BD lOO's ...... you certainly can go ahead and purchase any thing that you want 
and need but you would have to negotiate with BNY Mellon outside this procurement and could 
make no reference to the procurement or procurement prices .... .it would all be under current 
prices ... .I will be out for a couple of days but will schedule a meeting for next week when I 
return ..... Thanks ...... Bill 

The information contained in this e-mail, and any attachment, is confidential and is intended solely for the use 
of the intended recipient. Access, copying or re-use of the e-mail or any attachment, or any information 
contained therein, by any other person is not authorized. If you are not the intended recipient please return the e
mail to the sender and delete it from your computer. Although we attempt to sweep e-mail and attachments for 
viruses, we do not guarantee that either are virus-free and accept no liability for any damage sustained as a 
result of viruses. 

Please refer to http://disclairner.bnymellon.com/eu.htm for certain disclosures relating to European legal 
entities. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Importance: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Tuesday, February 19, 2013 2:04 PM 
Adam Jordan 
FW: Follow-Up 
Callan Memorandum DRAFT SC Follow-Up Items May-23-2012.pdf; Callan Research 
SeclendingAskTheExpert-March2008.pdf 

High 

Adam, you may wish to refer to the attached which Bo sent to Rebecca back in May regarding 
her questions about the IC being in securities lending. Hershel has copy .... . . .. Bill P.S. 
This is confidential procurement related material. 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Wednesday, May 23, 2012 1:09 PM 
To: RGunnlaugsson@ic.sc.gov; Leidinger, Bill 
Cc: Swilley-Burke, Gwelda; Lybrand, Douglas; Rebecca Gunnlaugsson; Tammy Nichols; Faith Wright; Condon, Bil l; 
Tahiliani, Shakun; Harper, Hershel 
Subject: Follow-Up 
Importance: High 

Rebecca and Bill, 

This is to answer the questions that was brought to my attention yesterday after our meeting. 

80 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Importance: 

Leidinger, Bill < Bill.Leidinger@sto.sc.gov> 
Tuesday, February 19, 2013 3:16 PM 
Adam Jordan 
FW: Follow-Up 
Callan Memorandum DRAFT SC Follow-Up Items May-23-2012 Version 2 Corrected.pdf; 
Callan Research - SeclendSurvey 2009 Final.pdf 

High 

Adam, here is a bit more to refresh your and Hershel' s recollection ... .. Please remember that this 
is confidential procurement information and you folks have signed confidentiality 
agreeements .... .. .. . Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Thursday, May 24, 2012 10:01 AM 
To: Rebecca Gunnlaugsson; Leidinger, Bill 
Cc: Swilley-Burke, Gwelda; Lybrand, Douglas; Tammy Nichols; Faith Wright; Condon, Bill; Tahiliani, Shakun; Harper, 
Hershel 
Subject: RE: Follow-Up 
Importance: High 

Rebecca, 

Here is the corrected version. 

In terms of the Astec Consulting Survey, there is no updated figure that I am aware of. However, people who are familiar 
with the study noted that the numbers or percentages on who use custody or 3rct party have stayed the same. I also 
included additional research as attached. 

Regarding public funds who use securities lending to offset costs of administration or custody, their mantra is risk 
management. If you are seeking alpha generation or performance boost, then revenue generation is king. Specific to 

· your other question on budget items, the approach that I support or normally done by Public Funds, is for securities 
lending revenues flow back to the Trust/Fund Level (not portfolio level) and then expenses (custody, administration, etc.) 
are budgeted for as separate items. Netting seclending revenues with custody costs is ok but I rather have full separate 
transparent accounting. 

BO 

From: Rebecca Gunnlaugsson [mailto:RGunnlaugsson@ic.sc.gov] 
Sent: Wednesday, May 23, 2012 10:36 AM 
To: Abesamis, Bo; Biii.Leidinger@sto.sc.gov 
Cc: Swilley-Burke, Gwelda; Douglas W. Lybrand; Tammy Nichols; Faith Wright; Condon, Bill; Tah iliani, Shakun; Hershel 
Harper 
Subject: RE: Follow-Up 

Bo, 

Thank you so much! This information is exceptionally helpful. Can I ask a couple of questions? 
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On page 2, you say: "Based on responses to the RFP, net revenue estimates (after revenue split) is around $2 to $5 
million per 
year based on an overnight indemnified REPO program using the current investment structure of the 
Trust Fund and applicable to separate accounts only''. In the Evaluation Matrix on page 20, however, the line "Overnight 
Intrinsic 20bps- REPO" has much lower estimates ranging from $908k to $2.28m. I thought this was the line we were to 
be reviewing. Is there a different line instead? 

On page 4, you reference an Astec Consulting survey from 5 years ago. Since 5 years ago was 2007-pre-crisis, do you 
know if there is anything more recent to show current usage of securities lending agents? 

Your answer to #5 seems to indicate to me that securities lending for public funds is quite often done to offset custodial 
expenses. Since our Commissioners have voted to have all sec lending revenue flow directly to the Trust Fund (making 
all custodial and ancillary expenses and on-budget item), it seems sec lending comes down to risk management and 
revenue generation. Correct? 

Again, thank you immensely! 
Rebecca 

From: Abesamis, Bo [mailto:abesamis@callan.coml 
Sent: Wednesday, May 23, 2012 1:09 PM 
To: Rebecca Gunnlaugsson; Biii.Leidinger@sto.sc.gov 
Cc: Swilley-Burke, Gwelda; Douglas W. Lybrand; Rebecca Gunnlaugsson; Tammy Nichols; Faith Wright; Condon, Bill; 
Tahiliani, Shakun; Hershel Harper 
Subject: Follow-Up 
Importance: High 

Rebecca and Bill, 

This is to answer the questions that was brought to my attention yesterday after our meeting. 

BO 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust. Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Leidinger, Bill <Biii.Leidinger@sto.sc.gov> 
Tuesday, February 19, 2013 4:29 PM 
Adam Jordan 
Hershel Harper; Loftis, Curtis 
RE: Follow-Up 

Adam, I see it as pretty simple. The IC has to make a decision regarding whether or not it wants 
to engage in securities lending. If it does not, as Hershel has previously stated he believes the IC 
should be pursuing higher returns than might be the case with securities lending, then the 
answer is "No". If the IC decides that it does want to engage in securities lending or have the 
opportunity to engage in securities lending down the road if it decided "Not Now" , then the 
answer is "Yes" and we all move together to conclusion with the custody bank. I trust you will 
remember that this was discussed during the custody bank RFP evaluations by the evaluation 
panel and Bo and Gwelda, including the emails I forwarded you from Bo to Rebecca. 

Thanks .... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Tuesday, February 19, 2013 4 :17 PM 
To: Leidinger, Bill 
Cc: Harper, Hershel 
Subject: RE: Follow-Up 

Bill, 

Thanks for resending the information below. I'm aware of the confidentiality provisions related to the RFP. As I 
mentioned in my email last week, we are looking for more specifics on how you propose to structure this agenda item at 
the meeting. A few questions come to mind: 

• Are you proposing that the Commission make a decision on a sec lending manager or the general concept of sec 
lending? 

• Will HEK have the opportunity to review the proposals? What about other IC staff (e.g. internal investment 
committee) who are not serving on the evaluation panel? 

• I recall that the STO would like to bundle this contract with the custody agreement. What are the terms and 
conditions of the proposed contract with the sec lending manager? 

• Do you have a proposal related to ongoing reporting and oversight of the sec lending program? 

• Will someone from the STO be presenting on the topic? 

Feel welcome to call if you'd like to discuss. 

Best Regards, 

Adam 
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From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Tuesday, February 19, 2013 3:16PM 
To: Adam Jordan 
Subject: FW: Follow-Up 
Importance: High 

Adam, here is a bit more to refresh your and Hershel' s recollection ..... Please remember that this 
is confidential procurement information and you folks have signed confidentiality 
agreeements .. . ...... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Thursday, May 24, 2012 10:01 AM 
To: Rebecca Gunnlaugsson; Leidinger, Bill 
Cc: Swilley-Burke, Gwelda; Lybrand, Douglas; Tammy Nichols; Faith Wright; Condon, Bill; Tahiliani, Shakun; Harper, 
Hershel 
Subject: RE: Follow-Up 
Importance: High 

Rebecca, 

Here is the corrected version . 

In terms of the Astec Consulting Survey, there is no updated figure that I am aware of. However, people who are familiar 
with the study noted that the numbers or percentages on who use custody or 3 rd party have stayed the same. I also 
included additional research as attached. 

Regarding public funds who use securities lending to offset costs of administration or custody, their mantra is risk 
management. If you are seeking alpha generation or performance boost, then revenue generation is king. Specific to 
your other question on budget items, the approach that I support or normally done by Public Funds, is for securities 
lending revenues flow back to the Trust/Fund Level (not portfolio level) and then expenses (custody, administration, etc.) 
are budgeted for as separate items. Netting seclending revenues with custody costs is ok but I rather have full separate 
transparent accounting. 

80 

From: Rebecca Gunnlaugsson [mailto:RGunnlaugsson@ic.sc.gov] 
Sent: Wednesday, May 23, 2012 10:36 AM 
To: Abesamis, Bo; Biii.Leidinger@sto.sc.gov 
Cc: Swilley-Burke, Gwelda; Douglas W. Lybrand; Tammy Nichols; Faith Wright; Condon, Bill; Tahilian i, Shakun; Hershel 
Harper 
Subject: RE: Follow-Up 

Bo, 

Thank you so much! This information is exceptionally helpful. Can I ask a couple of questions? 

On page 2, you say: "Based on responses to the RFP, net revenue estimates (after revenue split) is around $2 to $5 
million per 
year based on an overnight indemnified REPO program using the current investment structure of the 
Trust Fund and applicable to separate accounts only'' . In the Evaluation Matrix on page 20, however, the line "Overnight 
Intrinsic 20bps- REPO" has much lower estimates ranging from $908k to $2.28m. I thought this was the line we were to 
be reviewing. Is there a different line instead? 

2 



000688

On page 4, you reference an Astec Consulting survey from 5 years ago. Since 5 years ago was 2007-pre-crisis, do you 
know if there is anything more recent to show current usage of securities lending agents? 

Your answer to #5 seems to indicate to me that securities lending for public funds is quite often done to offset custodial 
expenses. Since our Commissioners have voted to have all sec lending revenue flow directly to the Trust Fund (making 
all custodial and ancillary expenses and on-budget item), it seems sec lending comes down to risk management and 
revenue generation. Correct? 

Again, thank you immensely! 
Rebecca 

From: Abesamis, Bo fmailto:abesamis@callan.coml 
Sent: Wednesday, May 23, 2012 1:09PM 
To: Rebecca Gunnlaugsson; Biii.Leidinger@sto.sc.gov 
Cc: Swilley-Burke, Gwelda; Douglas W. Lybrand; Rebecca Gunnlaugsson; Tammy Nichols; Faith Wright; Condon, Bill; 
Tahiliani, Shakun; Hershel Harper 
Subject: Follow-Up 
Importance: High 

Rebecca and Bill, 

This is to answer the questions that was brought to my attention yesterday after our meeting. 

80 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust. Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: Hershel Harper 
Sent: 
To: 

Wednesday, February 20, 2013 8:30 AM 
'Reynolds Williams'; Adam Jordan 

Subject: RE: Follow-Up 

Securities lending is an investment decision, it is not custody. Nor does it require that one's custody bank be the 
provider of this service. As you know, the industry has many third party lending agents to select from. I agree that the 
STO is not the correct agency to contract for securities lending or other ancillary services on behalf of the Commission, 
regardless of whether these services are provided by a bank who is also the custodian or by unrelated entities. 

Because this is an investment decision and an investment service, I believe this fits within our procurement 
exemption. Also, the Commission should be the one in conjunction with the underlying manager on whether to lend the 
securities or not for each mandate. We should also ask to review the custody contract or at least who will be assisting 
the STO in reviewing. 

From: Reynolds Williams [mailto:Reynolds@willcoxlaw.com] 
Sent: Tuesday, February 19, 2013 5:01 PM 
To: Adam Jordan; Hershel Harper 
Subject: RE: Follow-Up 

Nor am I sure that a "Yes" means we move together towards a conclusion with the custody bank. 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Tuesday, February 19, 2013 4:56 PM 
To: Hershel Harper 
Cc: Reynolds Williams 
Subject: FW: Follow-Up 

Let's discuss tomorrow. I'm not sure how the Commission could vote "yes" at this time without the input of HEK, 
Internal Investment Committee, etc. 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, February 19, 2013 4:29 PM 
To: Adam Jordan 
Cc: Hershel Harper; Loftis, Curtis 
Subject: RE: Follow-Up 

Adam, I see it as pretty simple. The IC has to make a decision regarding whether or not it wants 
to engage in securities lending. If it does not, as Hershel has previously stated he believes the IC 
should be pursuing higher returns than might be the case with securities lending, then the 
answer is "No". If the IC decides that it does want to engage in securities lending or have the 
opportunity to engage in securities lending down the road if it decided "Not Now" , then the 
answer is "Yes" and we all move together to conclusion with the custody bank. I trust you will 
remember that this was discussed during the custody bank RFP evaluations by the evaluation 
panel and Bo and Gwelda, including the emails I forwarded you from Bo to Rebecca. 
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Thanks . ... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Tuesday, February 19, 2013 4:17 PM 
To: Leidinger, Bill 
Cc: Harper, Hershel 
Subject: RE: Follow-Up 

Bill, 

Thanks for resending the information below. I'm aware of the confidentiality provisions related to the RFP. As I 
mentioned in my email last week, we are looking for more specifics on how you propose to structure this agenda item at 
the meeting. A few questions come to mind: 

• Are you proposing that the Commission make a decision on a sec lending manager or the general concept of sec 
lending? 

• Will HEK have the opportunity to review the proposals? What about other IC staff (e.g. internal investment 
committee) who are not serving on the evaluation panel? 

• I recall that the STO wou ld like to bundle this contract with the custody agreement. What are the terms and 
conditions of the proposed contract with the sec lending manager? 

• Do you have a proposal related to ongoing reporting and oversight of the sec lending program? 
• Will someone from the STO be presenting on the topic? 

Feel welcome to call if you'd like to discuss. 

Best Regards, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, February 19, 2013 3:16 PM 
To: Adam Jordan 
Subject: FW: Follow-Up 
Importance: High 

Adam, here is a bit more to refresh your and Hershel's recollection ..... Please remember that this 
is confidential procurement information and you folks have signed confidentiality 
agreeements . .. ..... . Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Thursday, May 24, 2012 10:01 AM 
To: Rebecca Gunnlaugsson; Leidinger, Bill 
Cc: Swilley-Burke, Gwelda; Lybrand, Douglas; Tammy Nichols; Faith Wright; Condon, Bill; Tahiliani, Shakun; Harper, 
Hershel 
Subject: RE: Follow-Up 
Importance: High 

Rebecca, 
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Here is the corrected version. 

In terms of the Astec Consulting Survey, there is no updated figure that I am aware of. However, people who are familiar 
with the study noted that the numbers or percentages on who use custody or 3rd party have stayed the same. I also 
included additional research as attached. 

Regarding public funds who use securities lending to offset costs of administration or custody, their mantra is risk 
management. If you are seeking alpha generation or performance boost, then revenue generation is king. Specific to 
your other question on budget items, the approach that I support or normally done by Public Funds, is for securities 
lending revenues flow back to the Trust/Fund Level (not portfolio level) and then expenses (custody, administration, etc.) 
are budgeted for as separate items. Netting seclending revenues with custody costs is ok but I rather have full separate 
transparent accounting. 

80 

From: Rebecca Gunnlaugsson [mailto:RGunnlaugsson@ic.sc.gov] 
Sent: Wednesday, May 23, 2012 10:36 AM 
To: Abesamis, Bo; Biii.Leidinger@sto.sc.gov 
Cc: Swilley-Burke, Gwelda; Douglas W. Lybrand; Tammy Nichols; Faith Wright; Condon, Bill; Tahiliani, Shakun; Hershel 
Harper 
Subject: RE: Follow-Up 

Bo, 

Thank you so much! This information is exceptionally helpful. Can I ask a couple of questions? 

On page 2, you say: "Based on responses to the RFP, net revenue estimates (after revenue split) is around $2 to $5 
million per 
year based on an overnight indemnified REPO program using the current investment structure of the 
Trust Fund and applicable to separate accounts only". In the Evaluation Matrix on page 20, however, the line "Overnight 
Intrinsic 20bps- REPO" has much lower estimates ranging from $908k to $2.28m. I thought this was the line we were to 
be reviewing. Is there a different line instead? 

On page 4, you reference an Astec Consulting survey from 5 years ago. Since 5 years ago was 2007-pre-crisis, do you 
know if there is anything more recent to show current usage of securities lending agents? 

Your answer to #5 seems to indicate to me that securities lending for public funds is quite often done to offset custodial 
expenses. Since our Commissioners have voted to have all sec lending revenue flow directly to the Trust Fund (making 
all custodial and ancillary expenses and on-budget item}, it seems sec lending comes down to risk management and 
revenue generation. Correct? 

Again, thank you immensely! 
Rebecca 

From: Abesamis, Bo [mailto:abesamis@callan.coml 
Sent: Wednesday, May 23, 2012 1:09PM 
To: Rebecca Gunnlaugsson; Biii.Leidinger@sto.sc.gov 
Cc: Swilley-Burke, Gwelda; Douglas W. Lybrand; Rebecca Gunnlaugsson; Tammy Nichols; Faith Wright; Condon, Bill; 
Tahiliani, Shakun; Hershel Harper 
Subject: Follow-Up 
Importance: High 

Rebecca and Bill, 
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This is to answer the questions that was brought to my attention yesterday after our meeting. 

80 

Callan 
Bo Abesamis 1 Executive Vice President 
Trust, Custody and Securities Lending Group 

101 California Street 
Suite 3500 
San Francisco, CA 94111 
P. 415.274.3074 
F. 415.291.4016 

www.callan.com 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its intended 
purpose or disseminated to any other person without Callan's pennission. 
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Adam Jordan 

From: 
Sent: 
To: 

Cc: 
Subject: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 

Wednesday, February 20, 2013 4:33 PM 
Loftis, Curtis; Raven, Dinah; Condon, Bill; Padgett. David; Adams, Clarissa; Hershel 

Harper; Adam Jordan; Geoffrey Berg; Brenda Gadson; David Avant; Tammy Nichols; 

Faith Wright 
AMY WRIGHT Amy.Wright@sto.sc.gov 

Global Custody - Save the Date 

Folks, this is a heads-up that the STO and BNYM will conduct a Global Custody Workshop 
here in Columbia on Friday, March 8, so please save that date and share with any staff 
members that you would like to attend. We will be covering a wide range of topics including 
registration, risks in the global custody business, accounting and reporting, documentation and 
lots more. The location will be determined and I will be sending you an agenda in the next 
couple of days. Please know that the intent is to have you receive all the information you need 
to best do your job regarding global custody. 

Save the date - Friday, March 8- Thanks ....... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 
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Adam Jordan 

From: 
Sent: 
To: 

Cc: 

Subject: 
Attachments: 

Leidinger, Bill < Biii.Leidinger@sto.sc.gov> 
Tuesday, March 19, 2013 2:31 PM 

Loftis, Curtis; Raven, Dinah; Condon, Bill; Padgett, David; Adams, Clarissa; Hershel 

Harper; Adam Jordan; Geoffrey Berg; Brenda Gadson; David Avant; Tammy Nichols; 
Faith Wright; McDermott, Mike; Prioleau, Mabie; Darry Oliver 

AMY WRIGHT Amy.Wright@sto.sc.gov; Cook, Michelle D; 

kristian.pearson@bnymellon.com 
RESCHEDULED GLOBAL CUISTODY WORKSHOP - FRIDAY, APRIL 4th 

Agenda_3 8 13.docx 

Folks, the Global Custody workshop has been scheduled for Friday, April 4th, in Room 222 of 
the State Treasurer's Office in the Wade Hampton Building. Representatives of the BNYM will 
be presenting. Attached is the agenda for the Global Custody Workshop. 

Look forward to seeing all of you, and any associates you would like to attend, at 9:00AM 
sharp on the 4 th. I'm hopeful a blizzard will not stop us this time! 

Thanks ..... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

1 



000695

Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Hershel Harper 
Monday, June 03, 2013 4:52 PM 
Danny Varat; Adam Jordan; Sarah Corbett 
RE: Custody 

Depending on the year and the change of contracts, it was 15% to 25% of the revenue f rom securities lending. You can 
imagine this was volatile--from $lOOKs to $1 millions. 

-----Original Message----
From: Danny Varat 
Sent: Monday, June 03, 2013 4:51PM 
To: Hershel Harper; Adam Jordan; Sarah Corbett 
Subject: Custody 

Do we know what in the past was charged for custody services for Commission funds! 

Sent from my iPhone 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 

Reynolds Will iams < Reynolds@willcoxlaw.com > 
Monday, July 01, 2013 4:04 PM 
Hershel Harper; Darry Oliver 
Adam Jordan; Sarah Corbett 
RE: Callan Memo - Update on Issues/ Questions Raised including Custody and Ancillary 

Services Requirements 

I am not sure what all this means, but will rely on you guys to expla in. I do want to register my continuing objection to 
RSIC paying any custody fees. Tis the custodian. Those fees should come from his budget, not from the retirees. 

From: Hershel Harper [mailto:HHarper@ic.sc.gov] 
Sent: Monday, July 01, 2013 3:43 PM 
To: Darry Oliver; Reynolds Williams 
Cc: Adam Jordan; Sarah Corbett 
Subject: FW: Callan Memo - Update on Issues/Questions Raised including Custody and Ancillary Services Requirements 
Importance: High 

From: Bo Abesamis [mailto:abesamis@callan.com] 
Sent: Monday, July 01, 2013 3:29 PM 
To: Leidinger, Bill 
Cc: Loftis, Curtis; Hershel Harper; Tammy Nichols; Condon, Bill; Tahiliani, Shakun; Adams, Clarissa 
(Ciarissa.Adams@sto.sc.gov); Gwelda Swilley-Burke 
Subject: Callan Memo - Update on Issues/Questions Raised including Custody and Ancillary Services Requirements 
Importance: High 

Bill, 

Attached please find the information that I prepared as requested. I hope this helps all stakeholders so that we can move 
forward and complete what we all set out to accomplish. 

Thanks. BO 

Bo Abesamis Ill 
Executive Vice President 
Trust, Custody and Securities Lending Group 

Callan Associates Inc. 
101 California Street 
Suite 3500 
San Francisco, CA 94111 

P: 415.274.3074 
F: 415.291.4016 

lnfonnation contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its 
intended purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: Darry Oliver 
Sent: Monday, July 01, 2013 4:57 PM 
To: 
Cc: 

Adam Jordan; 'Reynolds Williams'; Hershel Harper 
Sarah Corbett 

Subject: RE: Callan Memo- Update on Issues/Questions Raised including Custody and Ancillary 
Services Requirements 

The memo to Bill L. almost reads like a primer on custody, as if Bo was trying to educate? 

I wonder why Bo didn't comment on if/how the proposed new custody deal compares to the old/current one specifically 
in terms of paying for global custody. He says $2M cost "must be considered in any fiscal year budget", but it 's not as if 
there was not similar service need in the past, meaning the cost was paid for somehow. This huge white elephant issue 
needs formally addressed. We have not in the past nor do now have such costs in our budget. 

With the budget reduction, not sure if the "Monthly Investor Analytics" piece made our budget cut to balance out. 

DARRY OliVER 
CI IIH OPP.!~T I NG OFF ICW. 
r 803.737.5661 1 ... , S03.622 . ..J94•1 1 Dt1UVER!!.••Ic .sc.Gov 
1101 MAIN STn:EET 1 Su iTE 1,5m 1 CoJ.W.miA. ·c 1 2'1201 
SOUTI I C1\ROI.INA IU TIH.I] \ LI:N l SYSlTl\•\ 

lNVESTMENT COMMl SS ]ON 

From: Adam Jordan 
Sent: Monday, July 01, 2013 4:48PM 
To: 'Reynolds Williams'; Hershel Harper; Darry Oliver 
Cc: Sarah Corbett 
Subject: RE: Callan Memo - Update on Issues/Questions Raised including Custody and Ancillary Services Requirements 

Two observations after a cursory review: 

• This is the first time I've seen an International Custody cost estimate from someone other than Hershel. It 
seems that this~ $2 million cost was overlooked until we raised the issue several weeks ago. 

• I cannot conceive of a justification (or methodology) for the RSIC paying for custody costs. 

Adam 

From: Reynolds Williams [mailto:Reynolds@willcoxlaw.com] 
Sent: Monday, July 01, 2013 4:04 PM 
To: Hershel Harper; Darry Oliver 
Cc: Adam Jordan; Sarah Corbett 
Subject: RE: Callan Memo- Update on Issues/Questions Raised including Custody and Ancillary Services Requirements 

I am not sure what all this means, but will rely on you guys to explain. I do want to register my continuing objection to 
RSIC paying any custody fees. Tis the custodian. Those fees should come from his budget, not from the retirees. 

From: Hershel Harper [mailto: HHarper@ic.sc.gov] 
Sent: Monday, July 01, 2013 3:43 PM 
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To: Darry Oliver; Reynolds Williams 
Cc: Adam Jordan; Sarah Corbett 
Subject: FW: callan Memo - Update on Issues/ Questions Raised including Custody and Ancillary Services Requirements 
Importance: High 

From: Bo Abesamis [mailto:abesamis@callan .coml 
Sent: Monday, July 01, 2013 3:29 PM 
To: Leidinger, Bill 
Cc: Loftis, Curtis; Hershel Harper; Tammy Nichols; Condon, Bill; Tahiliani, Shakun; Adams, Clarissa 
(Ciarissa.Adams@sto.sc.gov); Gwelda Swilley-Burke 
Subject: Callan Memo - Update on Issues/Questions Raised including Custody and Ancillary Services Requirements 
Importance: High 

Bill, 

Attached please find the information that I prepared as requested. I hope this helps all stakeholders so that we can move 
forward and complete what we all set out to accomplish. 

Thanks. BO 

Bo Abesamis Ill 
Executive Vice President 
Trust, Custody and Securities Lending Group 

Callan Associates Inc. 
101 California Street 
Suite 3500 
San Francisco, CA 94111 

P: 415.274.3074 
F: 415.291.4016 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its 
intended purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: Hershel Harper 
Sent: Monday, July 01, 2013 5:33 PM 
To: 
Cc: 

Adam Jordan; 'Reynolds Williams'; Darry Oliver 
Sarah Corbett 

Subject: RE: Callan Memo - Update on Issues/Questions Raised including Custody and Ancilla ry 
Services Requirements 

Yes, we even raised it for Bo, and sent him the workbook to estimate those costs. I agree that we should not be paying 
custody fees, nor should we allow the STO to contract on our behalf. I am not convinced that BNY offers the best 
services for ancillary services nor for securities lending. You will notice that the charges did not change from the RFP to 
the settlement according the Bo's document. 

From: Adam Jordan 
Sent: Monday, July 01, 2013 4:48 PM 
To: 'Reynolds Williams'; Hershel Harper; Darry Oliver 
Cc: Sarah Corbett 
Subject: RE: Callan Memo- Update on Issues/Questions Raised including Custody and Ancillary Services Requirements 

Two observations after a cursory review: 

• This is the first time I've seen an International Custody cost estimate from someone other than Hershel. It 
seems that this~ $2 million cost was overlooked until we raised the issue several weeks ago. 

• I cannot conceive of a justification (or methodology) for the RSIC paying for custody costs. 

Adam 

From: Reynolds Williams [mailto:Reynolds@willcoxlaw.com] 
Sent: Monday, July 01, 2013 4:04 PM 
To: Hershel Harper; Darry Oliver 
Cc: Adam Jordan; Sarah Corbett 
Subject: RE: Callan Memo - Update on Issues/Questions Raised including Custody and Ancillary Services Requ irements 

I am not sure what all this means, but will rely on you guys to explain. I do want to register my continuing objection to 
RSIC paying any custody fees. Tis the custodian. Those fees should come from his budget, not from the retirees. 

From: Hershel Harper [mailto:HHaroer@ic.sc.gov] 
Sent: Monday, July 01, 2013 3:43PM 
To: Darry Oliver; Reynolds Williams 
Cc: Adam Jordan; Sarah Corbett 
Subject: FW: Callan Memo- Update on Issues/ Questions Raised including Custody and Ancillary Services Requirements 
Importance: High 

From: Bo Abesamis [mailto:abesamis@callan.coml 
Sent: Monday, July 01, 2013 3:29PM 
To: Leidinger, Bill 
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Cc: Loftis, Curtis; Hershel Harper; Tammy Nichols; Condon, Bill; Tahiliani, Shakun; Adams, Clarissa 
(Ciarissa.Adams@sto.sc.gov); Gwelda Swilley-Burke 
Subject: Callan Memo - Update on Issues/Questions Raised including Custody and Ancillary Services Requirements 
Importance: High 

Bill, 

Attached please find the information that I prepared as requested. I hope this helps all stakeholders so that we can move 
forward and complete what we all set out to accomplish. 

Thanks. 80 

Bo Abesamis Ill 
Executive Vice President 
Trust, Custody and Securities Lending Group 

Callan Associates Inc. 
101 California Street 
Suite 3500 
San Francisco, CA 94111 

P: 415.274.3074 
F: 415.291.4016 

Information contained herein is the confidential and proprietary information of Callan and should not be used other than by the intended recipient for its 
intended purpose or disseminated to any other person without Callan's permission. 
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Adam Jordan 

From: Hershel Harper 
Sent: Wednesday, July 31, 2013 5:31 PM 
To: 
Subject: 

Darry Oliver; Adam Jordan; Sarah Corbett; Danny Varat; Robert Feinstein 
Fwd: HedgeMark and BNY Mellon 

Attachments: imageOOljpg 

I wanted to make you aware in case you receive any inquiries. We have an active RFP still so we should not comment on 
anything other than yes we have an active RFp and we will report the results once complete. 

Sent from my iPhone 

Begin forwarded message: 

From: Kenneth Phillips <kphillips@hedgemark.com> 
Date: July 31, 2013, 5:03:54 PM EDT 
To: Reynolds Williams <Reynolds@willcoxlaw.com> 
Cc: "hharper@ic.sc.gov(Hershel Harper)" <hharper@ic.sc.gov>, "Allen Gillespie 
(agillespie@ediadvisors.com)" <agillespie@ediadvisors.com>, "Curtis Loftis (Curtis.loftis@sto.sc.gov)" 
<Curtis.loftis@sto.sc.gov>, "David Avant (DAvant@peba.sc.gov)" <DAvant@peba.sc.gov>, 
"engiobbe@hotmail.com" <engiobbe@hotmail.com>, "REBECCA M. GUNNLAUGSSON 
(rgunnlaugsson@gmail.com)" <rgunnlaugsson@gmail .com>, "tpritch@att.net" <tpritch@att.net> 
Subject: RE: HedgeMark and BNY Mellon 

Dear Mr. Williams, 

Please know that HedgeMark will not be included in the upcoming RFP for risk systems. The RFQ, which 
you reference in your June 17th correspondence below, appears to have been focused more towards 
intraday trading requirements, which is not the focus of our Enterprise or Hedge Fund risk 
systems. Instead, our systems feature t+1 Enterprise Risk Reporting across all asset classes, which is 
typically the desired model for asset owners (rather than asset managers). 

Hedge Mark is the industry's second largest specialty provider of hedge fund risk analytics, measured by 
the number offunds we model. We provide daily and/or monthly risk analytics to hundreds of very 
complex hedge funds, as well as several of the industry's largest fund of hedge fund funds managers; 
our team includes the Founder of what is now the Risk Metrics hedge fund risk transparency business, 
which he formed in 1998. Additionally, Hedge Mark is not a manager of assets; in this respect South 
Carolina would not be entrusting assets to an unproven firm without a track record. In fact, all fund 
administration, custody and securities safekeeping are provided by BNY Mellon, one ofthe world's 
largest and most experienced service providers in these fields. Clients using our services select their 
own advisors, consultants and investment managers and independently negotiate management and 
performance fees; HedgeMark and BNY Mellon provide the administration, risk aggregation and 
operational support so that independent transparency, oversight and monitoring can be assured. 

The Hedge Mark managed account service model provides the important segregation between (i) the 
discretionary investment manager and (ii) the administrative functions of custody, securities pricing, 
cash movement, and performance and risk reporting. Over many decades the US retirement industry 
has worked diligently to segregate those functions, thus ensuring independence and best 
practices. Leaving custody and pricing discretion with discretionary asset managers can (and has) led to 
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many instances of bad behavior. Separation of duties allows for full transparency to all aspects of the 
investment process- including oversight of each investment manager's compliance with investment 
guidelines, the independent calculation of fees, oversight of all expenses, and independent securities 
and portfolio valuations. 

These services, when provided jointly by BNY Mellon and Hedge Mark, cannot in any way be 
characterized as discretionary investment management. Our current client list, as well as the deep 
experience of BNY Mellon and the Hedge Mark management team, should go a long ways towards 
satisfying your concerns regarding whether or not our services have been proven and tested. 

As we will not be participating in the risk RFP, I am wondering whether you would now be open to 
meeting with us. I think such a meeting would be very helpful as it would allow you to objectively and 
independently develop your own conclusions regarding the quality of our company, our personnel and 
our services. 

We stand prepared to be at your service and look forward to developing a relationship with you and the 
Investment Commission based on accurate and properly vetted fact. 

Thank you, in advance, for your kind consideration. 

Very truly yours, 
Ken Phillips 

Kenneth S. Phillips 
Chief Executive Officer 

HEDGEMARK 
HedgeMark Intemational, LLC 
A BNY Mellon Mfiliate 
780 Third Avenue, 44th Floor 
New York, NY. 10017 
Main: (212) 888-1300 
kphillips@hedgemark.com 
www.hedgemark.com 

From: Reynolds Williams [mailto:Reynolds@willcoxlaw.com] 
Sent: Monday, June 17, 2013 11:06 AM 
To: Kenneth Phillips 
Cc: hharper@ic.sc.gov(Hershel Harper); Allen Gillespie (agillespie@ediadvisors.com); Curtis Loftis 
(Curtis.loftis@sto.sc.gov); David Avant (DAvant@peba.sc.gov); engiobbe@hotmail.com; REBECCA M. 
GUNNLAUGSSON (rgunnlaugsson@qmail.com); tpritch@att.net 
Subject: RE: HedgeMark and BNY Mellon 

Dear Mr. Phillips, 
Thank you for your kind invitation to learn more about HedgeMark. It is my understanding that 
Commission staff has issued an RFQ covering the services offered by HedgeMark, but I am not the 
Commissioner assigned to that RFQ. 
It is my practice to refrain from substantive meetings with potential managers like Hedge Mark until staff 
has reached a recommendation decision. 
I hope you will understand this reticence; I look forward to meeting you in the future. 
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10 - ---------··--

Reynolds Williams 
CEO 
PO Box 1909 
Florence SC 29503 

843 664-3388 (Direct Dial) 
843 662-1342 (Fax) 

248 W. Evans Street 
Florence, SC 29501 
www.willcoxlaw.com 

From: Kenneth Phillips [mailto:kphillios@hedgemark.com] 
Sent: Friday, June 14, 2013 4:32PM 
To: Reynolds Williams 
Subject: HedgeMark and BNY Mellon 

Dear Mr. Williams, 

Please allow me to introduce myself via this email; I am the CEO and Founder of Hedge Mark 
International, LLC, an affiliate of BNY Mellon. 

As you are indeed aware, Treasurer Loftis has entered into a settlement agreement with BNY Mellon in 
connection with various allegations and considerations. That settlement introduced the notion that 
HedgeMark would develop a formal relationship with South Carolina in connection with a broad range 
of asset servicing and risk aggregation and reporting services. While we have had preliminary 
discussions with CIO Hershel Harper, I am keenly aware that you have not had the opportunity to meet 
with HedgeMark personnel or have our services properly introduced. 

I would be grateful for the opportunity to speak with you and, at your pleasure, arrange a t ime to visit 
with you in South Carolina and more fully present our services and capabilities. Hedge Mark has an 
exceptionally deep management team with extensive backgrounds in hedge fund risk, Enterprise and 
Total Plan Risk, and operations. While we do accept fiduciary responsibility in connection with most of 
our services, Hedge Mark does not operate as an investment manager or investment 
consultant. Instead, we provide independent reporting and operational services t hat support complex 
investments and risk monitoring across a broad range of investment strategies and assets. 

Please let me know if you would be available for an introductory call next week (the week of 6/17}. 

Many thanks for your consideration. 

Best regards, 

Ken Phillips 
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Kenneth S. Phillips 
Chief Executive Officer 

HEDGE MARK 
HedgeMark International, LLC 
A BNY Mellon Affiliate 
780 Third Avenue, 44th Floor 
New York, NY.10017 
Main: (212) 888-1300 
kphiUips@hedgemark.com 
www.hedgemark.com 

LEGAL DISCLAIMER: 

This email and its contents (including any attachments) are confidential and may only be used by the intended recipient. Under no circumstances may 
this email be shown, distributed, copied, forwarded, t ransmitted or otherwise reproduced or given to any other person w ithout our consent. If you have 
received this message in error, please notify the sender immediately by email and delete this message from your system. Email transmission cannot be 
guaranteed to be secure or error-free, and may be susceptible to data corruption, Interception, loss, delay, unauthorized modification or may contain 
viruses and HedgeMark does not accept responsibility for any of t he foregoing. Electronic messages sent to and from us may be monitored and are 
retained as part of our records policy. 

HedgeMark Fund securities are offered through HedgeMark Securities LLC ("HedgeMark Securities"), an SEC-registered and FINRA/SIPC member broker
dealer, where permitted. The Hedge Mark Funds are private investment f unds monitored by Hedge Mark Advisors, LLC ("HedgeMark Advisors"), an SEC
registered investment adviser (HedgeMark Securities, Hedge Mark Advisors and thei r affiliat es are referred to collectively as "HedgeM ark"). The 
HedgeMark entities transact business where they are properly registered or licensed, or are excluded or exempted from regist rat ion or licensing 
requirements. The information, and any products and services descr ibed, are not intended for distribution to, or use by, and are In particular not directed 
to, any person or entity in any jurisdiction or country where (by reason of that person's nationality, residence or ot herwise) such distribution or use 
would be prohibited or contrary to any law or regulation or would obligate Hedge Mark to comply w ith any addit ional law, regulation, registration or 
similar requirement within such jurisdiction or country. Not all products or services offered by HedgeMark are avai lable or offered in all j urisdictions or to 
all investors. 

This email is not an offer to sell or the solicitation of an offer to buy any security or other investment, including an interest In any Hedge Mark Fund, or to 
provide investment advice or services of any kind, and should not be relied upon in connection with any offer or sale of securities or any investment 
decisions. Such offer or solicitation may be made only by delivery to qualified investors of definitive offering documents. This email and any data 
contained in this email and any attachments are provided for discussion and/or informational purposes only, and nothing contained herein should be 
construed as legal, tax, accounting or financial advice. 

The Informat ion in this email (including any attachments) is as of the date(s) indicated, is subject to change without notice, Is not a complete description 
of any HedgeMark Fund, and may not be suitable for all investors. Although HedgeMark may provide certain performance and r isk analytics information, 
such Information may be based on representations of, and information received from, t hird party sources and other information herein (including in any 
attachments) may also have been obtained from third party sources and, while such information is believed to be reliable, such Information has not been 
Independently verified, and its accuracy or complet eness cannot be guaranteed, by Hedge Mark. No representation or warranty, express or implied, is 
made nor responsibility of any kind accepted by HedgeMark as to the accuracy, timeliness or completeness of this information, which should not be 
relied upon in any way. Any views contained in this email are those of the author and may not reflect those of any HedgeMark entity. Any statements 
regarding market or future events are based upon the author's expectations or beliefs, should not be relied on and involve Inherent risks and 
uncertainties; t here can be no assurance t hat these statements w ere, or will prove to be, accurate in whole or part .. 

No representation is made that a HedgeMark Fund will or is likely to achieve its objectives, or that an investor In any HedgeMark Fund will make any 
profit or avoid losses. Unless otherwise indicated, performance shown is net of applicable fees and expenses and presumes reinvestment of income. Past 
performance is not indicative of future results. Hedge Mark receives substantial benefits based on the net asset value of the HedgeMark Funds. Individual 
employees also may be compensated, directly or indirectly, for finding Investors for Hedge Mark Funds. 

The HedgeMark Funds are or will be unregistered private investment funds or pools, commonly referred to as hedge funds, that may employ different 
investment, hedging, leverage and arbitrage methodologies with exposure to many different securities and futures markets. Hedge f unds are not subject 
to the same regulatory requirements as mutual funds or UCITs, including requirements to provide certain periodic and standardized pricing and valuation 
information to investors. An investment in a hedge fund is speculative, involves a high degree of risk, and is subject to fees and expenses; investors 
assume t he risk of entire loss of investment capital. A HedgeMark Fund may not yet have been formed or have commenced operations and is subject to 
completion of definit ive offering documents. In all cases, information about any HedgeMark Fund should be read in conjunction with, and Is qualified in 
its enti re ty by, information, including important risk disclosures, appearing in the definitive confidential offering documents for such HedgeMark Fund. 
Prior to considering any specific investment, you and your attorney, financial and/or tax advisors should carefully review the offering documents, w ith 
specific considerat ion to all r isk factors. 

LEGAL DISCLAIMER: 

This email and its contents (including any attachments) are confidential and may only be used by the intended recipient . Under no circumstances may 
this email be shown, distributed, copied, forwarded, t ransmitted or otherwise reproduced or given to any other person wit hout our consent. If you have 
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received this message in error, please notify the sender immediately by emai l and delete this message from your system. Email transmission cannot be 
guaranteed to be secure or error-free, and may be susceptible to data corruption, Interception, loss, delay, unauthorized modification or may contain 
viruses and HedgeMark does not accept responsibility for any of t he foregoing. Electronic messages sent to and from us may be monitored and are 
retained as part of our records policy. 

HedgeMark Fund securities are offered through Hedge Mark Securities LLC {"HedgeMark Securities"), an SEC-registered and FIN RA/SIPC member broker
dealer, where permitted. The Hedge Mark Funds are private investment funds monitored by HedgeMark Advisors, LLC {"HedgeMark Advisors"), an SEC
registered investment adviser (HedgeMark Securities, HedgeMark Advisors and their affiliates are referred to collect ively as "HedgeMark" ). The 
HedgeMark entities transact business where they are properly registered or licensed, or are excluded or exempted from registration or licensing 
requirements. The information, and any products and services described, are not intended for distribution to, or use by, and are in particular not direct ed 
to, any person or entity in any jurisdiction or country where {by reason of that person's nationality, residence or otherwise) such distribution or use 
would be prohibited or contrary to any law or regulation or would obligate HedgeMark to comply with any additional law, regulation, registrat ion or 
similar requirement within such jurisdiction or country. Not all products or services offered by HedgeMark are available or offered in all jur isdictions or to 
all investors. 

This email is not an offer to sell or the solicitation of an offer to buy any security or other investment, including an Interest in any Hedge Mark Fund, or to 
provide investment advice or services of any kind, and should not be relied upon In connection with any offer or sale of securities or any investment 
decisions. Such offer or solicitation may be made only by delivery to qualified investors of definitive offering documents. This email and any data 
contained in this email and any attachments are provided for discussion and/or informational purposes only, and nothing contained herein should be 
construed as legal, tax, accounting or financial advice. 

The informat ion in this email {including any attachments) is as of the date(s) Indicated, is subject to change w it hout notice, is not a complete description 
of any HedgeMark Fund, and may not be suitable for all investors. Although HedgeMark may provide certain performance and risk analytics Information, 
such information may be based on representations of, and information received from, third party sources and other information herein (including in any 
attachments) may also have been obtained from third party sources and, while such Information is believed to be reliable, such information has not been 
independent ly verified, and its accuracy or completeness cannot be guaranteed, by Hedge Mark. No representation or warranty, express or Implied, is 
made nor responsibility of any kind accepted by Hedge Mark as to the accuracy, timeliness or completeness of this information, which should not be 
relied upon in any way. Any views contained in this email are those of the author and may not reflect t hose of any HedgeMark entity. Any statements 
regarding market or future events are based upon the author's expectations or beliefs, should not be relied on and involve inherent risks and 
uncertainties; there can be no assurance t hat these statements were, or will prove to be, accurate in whole or part . 

No representation is made t hat a HedgeMark Fund will or is likely to achieve its obj ectives, or t hat an investor In any Hedge Mark Fund wi ll make any 
profit or avoid losses. Unless otherwise Indicated, performance shown is net of applicable fees and expenses and presumes reinvestment of income. Past 
performance is not Indicative of future results. HedgeMark receives substant ial benefits based on t he net asset value of the HedgeMark Funds. Ind ividual 
employees also may be compensated, directly or Indirectly, for finding investors for Hedge Mark Funds. 

The HedgeMark Funds are or will be unregistered private investment funds or pools, commonly referred to as hedge funds, that may employ different 
investment, hedging, leverage and arbitrage methodologies with exposure to many different securities and futures markets. Hedge funds are not subject 
to the same regulatory requirements as mutual funds or UCITs, including requirements to provide certain periodic and standardized pricing and valuation 
information to Investors. An investment in a hedge fund is speculat ive, involves a high degree of r isk, and is subject to fees and expenses; investors 
assume t he risk of enti re loss of investment capital. A Hedge Mark Fund may not yet have been formed or have commenced operations and is subject to 
completion of definitive offering documents. In all cases, information about any HedgeMark Fund should be read in conjunction with, and is qualified in 
its entirety by, information, Including im portant risk disclosures, appearing in the definitive confidential offering documents for such HedgeMark Fund. 
Prior to considering any specific investment, you and your attorney, f inancial and/or tax advisors should carefully review the offering documents, wit h 
specific consideration to all risk factors. 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Adam Jordan 
Thursday, June 14, 2012 12:45 PM 
Hershel Harper; Robert Feinstein 
Sec Lending 

At the end of today's Custody RFP conference call, Tammy asked Bill Leidinger whether the anticipated core custody 
costs would affect the STO's budget. Bill replied that they may, depending on securities lending. FYI-

ADAM JORDAN I CHIEF OF STAFF 
p 803.737.6814 I M 803.553.2433 I AJOR.DAN@IC.SC.GOV 

r~IIP.+iiJtL 1201 MAlN STREIT I sum 1510 I COLUMJIIA. sc I 29201 
SOUTH CAROUNA RHlREMENT SYST£M 

1 NVESTMENT COMMlSSlON 
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Adam Jordan 

From: Adam Jordan 
Sent: Tuesday, July 03, 2012 11:25 AM 
To: 
Subject: 

Leidinger, Bill; Hershel Harper; Douglas W. Lybrand 
RE: Custody 

Bill, 

Welcome back and thank you for your email. We look forward to a discussion on the issues outlined below. Hershel will 
be traveling as part ofthe investment consultant RFP process on Thursday and Friday. Would Monday (7 /9) from 9:30-
12:00 or after 2:00 work for you? If not, then Doug and I can meet with you on Friday, but I would prefer to have 
Hershel attend. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, July 03, 2012 11:02 AM 
To: Hershel Harper; Douglas W. Lybrand; Adam Jordan 
Subject: Custody 

Folks, if your schedules permit, I would like to come over on Thursday or Friday and have a 
general discussion about going forward on the custody RFP. 

Now that it looks like the IC most probably will not receive the additional funding it had sought, I 
would like to discuss the specific services the IC would like to receive from a custodian bank to 
strengthen your back office and investment management practices and the associated costs of each. 
I also would like to discuss working together to frame up a BD 1 00 to secure the needed additional 
funding that the Treasurer and the IC can together support. 

I would also like to discuss the process to be used in securing the IC's approval. 

Please let me know what days and times are good for you ... . . .. Thanks . .... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-23 78 Mobile 

1 
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Adam Jordan 

From: Adam Jordan 
Sent: Tuesday, July 03, 2012 12:44 PM 
To: 
Subject: 

Leidinger, Bill; Hershel Harper; Douglas W. Lybrand 
RE: Custody 

We'll see everyone at 2:00 on Monday. Thanks-

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, July 03, 2012 11:54 AM 
To: Adam Jordan; Hershel Harper; Douglas W. Lybrand 
Subject: RE: Custody 

Let's meet Monday at either 10:30 or 2. I don't think we need more than 1 hour. Let me know 
which works best for you ...... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Tuesday, July 03, 2012 11:25 AM 
To: Leidinger, Bill; Harper, Hershel; Lybrand, Douglas 
Subject: RE: Custody 

Bill, 

Welcome back and thank you for your email. We look forward to a discussion on the issues outlined below. Hershel will 
be traveling as part of the investment consultant RFP process on Thursday and Friday. Would Monday (7 /9) from 9:30-
12:00 or after 2:00 work for you? If not, then Doug and I can meet with you on Friday, but I would prefer to have 
Hershel attend. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.qov] 
Sent: Tuesday, July 03, 2012 11:02 AM 
To: Hershel Harper; Douglas W. Lybrand; Adam Jordan 
Subject: Custody 

Folks, if your schedules pennit, I would like to come over on Thursday or Friday and have a 
general discussion about going forward on the custody RFP. 

Now that it looks like the IC most probably will not receive the additional funding it had sought, I 
would like to discuss the specific services the IC would like to receive from a custodian bank to 
strengthen your back office and investment management practices and the associated costs of each. 
I also would like to discuss working together to frame up a BD 100 to secure the needed additional 
funding that the Treasurer and the IC can together support. 

1 
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I would also like to discuss the process to be used in securing the IC's approval. 

Please let me know what days and times are good for you ....... Thanks ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

2 
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Adam Jordan 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Robert, 

Adam Jordan 
Friday, July 20, 2012 10:28 AM 
Robert Feinstein; Hershel Harper 
Sarah Corbett 
FW: Custody RFP 
CONFIDENTIALITY CERTIFICATIONS for Custod ial Services Commissioners.pdf 

Can you and Hershel coordinate the signatures for those who need to review the Custody RFP responses? My initial 
thought is Jon Rychener, Sarah, you, Hershel, Gary Savoie, David Phillips, Dave Klauka, and the Commissioners, but 
Hershel may want to add more. 

Thanks, 

Adam 

From: Condon, Bill [mailto:Biii.Condon@sto.sc.gov] 
Sent: Friday, July 20, 2012 10:23 AM 
To: Adam Jordan 
Cc: Leidinger, Bill 
Subject: Custody RFP 

Adam: 

Attached is the confidentiality certification that needs to be signed by Commission members and selected Commission 
staff (who are not advisory panel members) before they receive any confidential info about the custody RFP. 

Thanks, 
Bill 

Bill Condon 
General Counsel 
State Treasurer's Office 
803-734-2655 

1 



000712

CONFIDENTIALITY CERTIFICATION FOR INDIVIDUALS RECEIVING OR REVIEWING 
INFORMATION RELATING TO REQUEST FOR PROPOSALS: 

CUSTODIAL AND ANCILLARY SERVICES AND SECURITIES LENDING 

The State Treasurer' s Office (STO) issued a Request for Proposal for custodial and ancillary services and for 
securities lending (RFP) and received responses from various financial institutions. An advisory panel, including 
personnel from the STO, the Retirement Division, and the Retirement System Investment Commission 
(Commission), was established to advise the State Treasurer regarding the procurement. The members of the 
advisory panel have already signed confidentiality agreements. The STO now understands and acknowledges that 
the members of the Commission and selected other members of the staff of the Commission may need to be 
informed about certain confidential information about the responding financial institutions and their products and 
services in order to make an informed decision about the Commission's needs. 

For purposes of this certification, confidential information is any non-public information about a responding 
financial institution that was acquired as part of or during this procurement process. 

You may contact Bill Condon at the STO (803-734-2655 or bi ll.condon@sto.sc.gov) if you have any questions or to 
verifY that an individual may receive confidential information. 

You may not receive any confidential information until the STO has accepted this certification and returned an 
accepted copy to you by email or otherwise. STO's acceptance will be documented by an authorized employee of 
the STO signing and dating this document below and returning a copy of the accepted document to you. 

CONFIDENTIALITY OF INFORMATION CERTIFICATION 

By virtue of my position, I may be entrusted with confidential information relating to the RFP. By my signature 
below, I hereby certify: 

I fully understand the confidential nature of the procurement process and understand that I may receive confidential 
information about financial institutions, including, but not limited to, their products and services, their fees, their 
operations, their client service delivery process, and their asset management strategies and processes. If I am an 
employee of the Investment Commission, I will receive this confidential information solely to assist the Investment 
Commission or the staff of the Investment Commission who are members of the advisory panel in making decisions 
regarding what products and services the Investment Commission may want to procure under the custodial contract 
in which the STO intends to enter. If I am a member of the Investment Commission, I will receive this confidential 
information solely to make decisions regarding what products and services the Investment Commission may want to 
procure under the custodial contract in which the STO intends to enter. 

I will not discuss or disclose any confidential information with anyone who has not signed a confidentiality 
certification related to this procurement. Before discussing or disclosing any confidential information, it is my duty 
to verify that the intended recipient of confidential information has signed such a confidentiality certification. 

Once the Investment Commission makes the necessary decisions or this procurement is finalized, whichever is 
earlier, I will promptly return to the STO all materials containing confidential information that are in my possession, 
custody, or control. 

Name (Print) of Investment Commission Member or Employee 

Signature oflnvestment Commission Member or Employee Date 

Accepted by STO: 

Signature of Authorized STO Employee Date 
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Adam Jordan 

From: Adam Jordan 

Sent: 
To: 
Subject: 

Tuesday, July 31, 2012 11:55 AM 

Sarah Corbett; Hershel Harper 
Fwd: Custody Services 

Begin forwarded message: 

From: Tammy Nichols <Tnichols@retirement.sc.gov> 
Date: July 31,2012 11:51:56 AM EDT 
To: '"Leidinger, Bill"' <Bill.Leidinger@sto.sc.gov> 
Cc: Faith Wright <FWright@retirement.sc.gov>, "Douglas W. Lybrand" 
<DLybrand@ic.sc.gov>, Adam Jordan <AJordan@ic.sc.gov> 
Subject: RE: Custody Services 

Just to clarify, when I mentioned "the retirement fund should pay all these costs" I was 
referring to the $260,000 domestic custody & accounting services. I'll reconfirm with Dianne 
and Bill but they were previously in agreement. In addition, the Retirement System would most 
likely be responsible for the accounting portion of a data warehousing solution such as Eagle 
($250,000} if the RSIC should decide to pursue those additional services. thanks 

Tammy 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Tuesday, July 31, 2012 11:35 AM 
To: Tammy Nichols; Faith Wright 
Cc: Douglas W. Lybrand; Adam Jordan 
Subject: Custody Services 

Folks, below is the latest pricing from the BoBY for custody services in response 
to the RFP. The Investment Commission and the STO are working on identifying 
services they each want. The plan is that the STO and the Investment Commission 
will prepare their own lists of services and costs and then support each other's 
requests before the Other Funds Subcommittee. 

I don't know if the Retirement Systems has the ability to fund its requested custody 
services without a BDlOO but if you do need a BDlOO, I suggest you proceed to 
prepare a BD 100 and we can then all coordinate and support each other's requests. 

1 
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Tammy had mentioned one time that maybe the retirement fund should pay all 
these costs but I don't how she currently feels about that. Please advise. 

« File: South Carolina Fee Follow-up June 2012 Final.doc » 

Let's stay in close touch ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

2 
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Adam Jordan 

From: Adam Jordan 
Sent: 
To: 

Tuesday, August 07, 2012 12:39 PM 
Hershel Harper 

Subject: FW: Custody Services 

FYI. We should discuss when you return. I have yet to hear back from Bill on my question about which services they're 
procuring related to the Trust. 

From: Leidinger, Bill [mailto:Bii i.Leidinger@sto.sc.gov] 
Sent: Tuesday, August 07, 2012 12:37 PM 
To: Douglas W. Lybrand; Adam Jordan 
Cc: Sarah Corbett 
Subject: Custody Services 

Folks, I trust you are working on identifying and costing the services you would be interested in 
securing fi:om the State's custodian bank. I believe you have all the information you need to reach 
a decision but please call me should you have questions. I will be back to you in a few 
days . .... Thanks ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

1 
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Adam Jordan 

From: Adam Jordan 
Sent: 
To: 

Thursday, August 09, 2012 8:55 AM 
Sarah Corbett 

Subject: RE: Custody Services 

Yes, briefly. I' ll catch you up this morning. 

From: Sarah Corbett 
Sent: Thursday, August 09, 2012 8:48AM 
To: Adam Jordan 
Subject: RE: Custody Services 

Were you able to talk to Bill last week? 

From: Adam Jordan 
Sent: Tuesday, July 31, 2012 11:38 AM 
To: Hershel Harper; Sarah Corbett 
Subject: FW: Custody Services 

Please see below. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Tuesday, July 31, 2012 11:35 AM 
To: Tammy Nichols; Faith Wright 
Cc: Douglas W. Lybrand; Adam Jordan 
Subject: Custody Services 

Folks, below is the latest pricing from the BoBY for custody services in response to the RFP. The 
Investment Commission and the STO are working on identifYing services they each want. The plan 
is that the STO and the Investment Commission will prepare their own lists of services and costs 
and then support each other's requests before the Other Funds Subcommittee. 

I don't know if the Retirement Systems has the ability to fund its requested custody services 
without a BD 100 but if you do need a BD 100, I suggest you proceed to prepare a BD 100 and we 
can then all coordinate and support each other' s requests. 

Tammy had mentioned one time that maybe the retirement fund should pay all these costs but I 
don't how she currently feels about that. Please advise. 

Let's stay in close touch ... .. Bill 

William Leidinger 
Chief of Staff 

1 
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State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

2 
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Adam Jordan 

From: Adam Jordan 
Sent: 
To: 

Thursday, August 30, 2012 9:33 AM 
Sarah Corbett 

Subject: RE: Custody Services 

Sure. 

From: Sarah Corbett 
Sent: Thursday, August 30, 2012 9:09 AM 
To: Adam Jordan; Hershel Harper 
Subject: RE: Custody Services 

Sounds great. Can we consider Eagle as well? 

From: Adam Jordan 
Sent: Thursday, August 30, 2012 9:05AM 
To: Hershel Harper; Sarah Corbett 
Subject: FW: Custody Services 

Please see below. I recommend that we contact BONY and move forward immediately with the Private i system. It will 
require a sole source, but I believe we have the justification. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, August 30, 2012 8:30 AM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 

Fine with me .... probably would not be a tri-party BD 100 but rather separate but well 
coordinated BD lOO's ...... you certainly can go ahead and purchase any thing that you want 
and need but you would have to negotiate with BNY Mellon outside this procurement and could 
make no reference to the procurement or procurement prices .... .it would all be under current 
prices . .. .I will be out for a couple of days but will schedule a meeting for next week when I 
return .. ... Thanks . ..... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Wednesday, August 29, 2012 5:44PM 
To: Leidinger, Bill; Lybrand, Douglas; Harper, Hershel 
Cc: Tammy Nichols; Faith Wright; Wicker, Karen; William Blume 
Subject: RE: Custody Services 

Bill, 

1 
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I recommend that we reconvene and discuss further. Are we waiting on BD 100 approval before selecting a Custodian? 
There are several other issues to consider: 

• How to approach the issues around Sec lending. 

• Before we go too far down the path of a tri-party BD 100, it seems appropriate to discuss what each group plans 
to include in the request. 

• Furthermore, there are ancillary services that the RSIC could procure now with our existing budget 
allocation. Thus, we may want to procure those services immediately and forgo the BD 100 process for those 
services that would take longer to implement. 

More details and thoughtful consideration would certainly be helpful from RSIC's perspective. 

Thanks, 

Adam 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, August 29, 2012 5:26PM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 

Thanks, Adam. We were advised by the State Budget Office that the Other Funds 
Subcommittee would not meet until after the election in early November. I mentioned this to 
Hershel yesterday. That means that we all have to have any BDIOO's for services and related 
costs done and ready before that time so the Budget office can get everything ready for the 
Subcommittee's consideration. I guess that means you may want to raise and discuss your 
options sooner rather than later. 

Karen, please advise and update everyone regarding any information you receive from the 
Budget Office, including due date for BD lOO's. 

FYI, we are not only preparing a BD 100 for the services, and costs related thereto, that we are 
interested in, we are also developing our FY budget request to include the following year's full 
cost if the BD 100 approved. AND , if not, we will include initial costs request. 

Thanks again .... Bill 

From: Adam Jordan [mailto:AJordan@ic.sc.gov] 
Sent: Wednesday, August 29, 2012 4:57 PM 
To: Leidinger, Bill 
Subject: RE: Custody Services 

Bill, 

Following up on your email below, where do we stand on the timeline for making a decision? We are trying to plan for 
both the implementation of important ancillary services and the upcoming Commission meeting. 

Thanks, 

2 
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Adam 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Tuesday, August 07, 2012 12:37 PM 
To: Douglas W. Lybrand; Adam Jordan 
Cc: Sarah Corbett 
Subject: Custody Services 

Folks, I trust you are working on identifying and costing the services you would be interested in 
securing from the State's custodian bank. I believe you have all the information you need to reach 
a decision but please call me should you have questions. I will be back to you in a few 
days ..... Thanks ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 

3 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

From: Tammy Nichols 

Adam Jordan 
Friday, September 14, 2012 11:33 AM 
Jon Rychener 
FW: Custody services and Costs 

Sent: Friday, September 14, 2012 11:31 AM 
To: Bo Abesamis (abesamis@callan.com) 
Cc: 'Leidinger, Bill'; William Blume; David Avant; Sarah Corbett; Adam Jordan; Douglas W. Lybrand; Tahiliani, Shakun 
Subject: FW: Custody services and Costs 

Questions to be Discussed During Monday's Call: 
We would like to discuss basic interface requirements between the proposed data warehouse and t he corresponding 
investment accounting platform. 

Stand Alone Investment Data Hub (Eagle) 
Stand Alone Investment Accounting (Eagle Pace) 
Bundled ASP with Hosted Server 

320,000 
386,000 

630,000 

• Is it possible to implement the data warehouse without the accounting module on a long-term basis? 
• Does the stand-alone price quoted for the data hub require that the system be run on our IT server or can it be 

hosted? 
• Can you confirm that the Eagle system will eliminate the need for the QED system? 

• Can you confirm that the accounting module will replace the current system of receiving general ledger feeds 
from BNY Mellon? 

• Currently the Retirement Systems is responsible for investment accounting- would you envision responsibilities 
shifting to the Investment Commission to better align with the data warehouse if the bund led solution is 
implemented or would separation of warehousing and accounting functions strengthen internal contro ls? 

• Will implementation ofthis product reduce resources requi red to perform investment accounting 
functions? Explain why or why not. 

Tammy 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Friday, September 14, 2012 9:57AM 
To: Sarah Corbett; Tammy Nichols; Abesamis, Bo 
Cc: Adam Jordan; Douglas W. Lybrand; Tahiliani, Shakun; William Blume; David Avant; Faith Wright 
Subject: RE: Custody services and Costs 

Tammy distribute your questions to all, including Bo, today . .. . Thanks .. .. Bill 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Friday, September 14, 2012 9:53AM 
To: Tammy Nichols; Leidinger, Bill; Abesamis, Bo 
Cc: Adam Jordan; Lybrand, Douglas; Tahiliani, Shakun; William Blume; Avant, David; Faith Wright 
Subject: RE: Custody services and Costs 

1 
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Monday at 1:30 doesn't work for Adam or me. Can we try Monday at 1:00. Thanks! 

From: Tammy Nichols 
Sent: Friday, September 14, 2012 8:32AM 
To: 'Leidinger, Bill'; Abesamis, Bo 
Cc: Adam Jordan; Sarah Corbett; Douglas W. Lybrand; Tahiliani, Shakun; William Blume; David Avant; Faith Wright 
Subject: RE: Custody services and Costs 

Great- thanks so much! 

Tammy 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Friday, September 14, 2012 8:30 AM 
To: Abesamis, Bo; Tammy Nichols 
Cc: Adam Jordan; Sarah Corbett; Douglas W. Lybrand; Tahiliani, Shakun; William Blume; David Avant; Faith Wright 
Subject: RE: Custody services and Costs 

Bo, I am as well. ... would you please set up the conference call? Folks, feel free to join the 
call ...... Thanks and have a great weekend. Talk with you Monday .... Bill 

From: Abesamis, Bo [mailto:abesamis@callan.com] 
Sent: Friday, September 14, 2012 8:27AM 
To: Tammy Nichols 
Cc: Leidinger, Bill; Adam Jordan; Sarah Corbett; Lybrand, Douglas; Tahiliani, Shakun; William Blume; Avant, David; Faith 
Wright 
Subject: Re: Custody services and Costs 

I am available for the call. The time works great. 

BO 

Sent from my iPhone 

On Sep 14, 2012, at 5:23AM, "Tammy Nichols" <Tnichols@retirement.sc.gov> wrote: 

Can you schedule the call for Monday at 1:30? Please let us know if we can call from our office or 
whether you would like for us to come downtown. Thanks 

Tammy 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, September 13, 2012 4:12 PM 
To: Tammy Nichols 
Cc: Adam Jordan; Sarah Corbett; Douglas W. Lybrand; Tahiliani, Shakun; William Blume; David Avant; 
Bo Abesamis (abesamis@callan.com); Faith Wright 
Subject: RE: Custody services and Costs 

Tammy, I'm sure the IC folks did not mean to intentionally exclude you at 
all ..... let me know when you have a question, we will send it to Bo and all join in a 
conference call so we are all up to speed .... Thanks .... Bill 

2 
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From: Tammy Nichols [mailto:Tnichols@retirement.sc.gov] 
Sent: Thursday, September 13, 2012 4:03 PM 
To: Leidinger, Bill 
Cc: Adam Jordan; Sarah Corbett; Lybrand, Douglas; Tahiliani, Shakun; William Blume; Avant, David; Bo 
Abesamis (abesamis@callan.com); Faith Wright 
Subject: RE: Custody services and Costs 

We completely agree that all parties must work together to prioritize the specific custodial services that 
each office needs and also to coordinate if and how the corresponding costs may be shared. When we 
met in your office last week, you requested that the RSIC not have any direct communication with Callan 
or the respondents, but rather all questions should be filtered through you. Both the RSIC and 
Retirement System indicated that we specifically need to verify whether the investment accounting 
product is a requirement ifthe data hub is utilized. 

Although this issue may have been addressed in a conference call that was held earlier today for which 
our office was not invited to participate, the Retirement System needs to make sure we fully understand 
any implications that may be imposed on the trust funds as a result of services procured. Please advise 
as to when you can schedule some time for us to discuss further with Bo. Thanks so much 

Tammy 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Thursday, September 13, 2012 10:23 AM 
To: Tammy Nichols; Faith Wright 
Cc: Adam Jordan; Sarah Corbett; Douglas W. Lybrand; Tahiliani, Shakun; Abesamis, Bo; AMY WRIGHT 
Amy.Wriqht@sto .sc.gov 
Subject: Custody services and Costs 

Folks, I believe it is very important for the IC and SCRS folks get together ASAP 
and finalize your discussions about what custody services each pmiy want and how 
the costs will be shared and if so, how. Please get back to all of us on this email 
within the week with you collective response. 

This is important ..... . Thanks again ..... Bill 

William Leidinger 
Chief of Staff 
State Treasurer's Office 
P.O. Box 11778 
Columbia, SC 29201 

(803) 734-5063 Office 
(803) 608-2378 Mobile 
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Adam Jordan 

From: 
Sent: 
To: 

Adam Jordan 
Tuesday, February 05, 2013 9:55 PM 
Sarah Corbett; Danny Varat 

Subject: Fwd: Your Recent Info request 
imageOOljpg Attachments: 

At first glance, this does not appear to capture the custody costs for the retirement trust. 

Begin forwarded message: 

From: Danny Varat <DVarat@ic.sc.gov> 
Date: February 5, 2013, 5:18:05 PM EST 
To: Adam Jordan <AJordan@ic.sc.gov> 
Subject: FW: Your Recent Info request 

0 - ·-·-···----·--·---·--·-

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Tuesday, February 05, 2013 5:00PM 
To: Danny Varat 
Subject: Your Recent Info request 

--------

Danny, here is the info you requested re: the $495k in the STO FY14 Budget 
Request for custody services: 

State of South Carolina Treasurer's Office FY14 Budget Request Re: Custody 
Services 

Domestic Custody & Accounting $125,000 

Performance & Risk Analytics $25,000 

Monthly Investor Analytics $20,000 

Transfer Agency Services $75,000 
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Collateral Management 

William J. Leidinger 
Chief of Staff 
State Treasurer's Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 

$250,000 
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Adam Jordan 

From: 
Sent: 
To: 

Adam Jordan 
Tuesday, February 12, 2013 4:07 PM 
'Reynolds Williams' 

Subject: RE: Custody Services 

Should have one fina lized in the next day or so. It depends on BONY willingness to engage with us. 

From: Reynolds Williams [mailto:Reynolds@willcoxlaw.com] 
Sent: Tuesday, February 12, 2013 4:06PM 
To: Adam Jordan 
Subject: Re: Custody Services 

What is the recommendation of the team ? 

Reynolds Williams 

On Feb 12,2013, at 3:13PM, "Adam Jordan" <AJordan@ic.sc.gov> wrote: 

FYI 

From: Sarah Corbett 
Sent: Tuesday, February 12, 2013 1:45 PM 
To: Hershel Harper; Adam Jordan 
Subject: FW: Custody Services 

FYI 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Tuesday, February 12, 2013 12:22 PM 
To: Sarah Corbett 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Dori Ditty; Condon, Bill; Loftis, Curtis 
Subject: RE: Custody Services 

Sarah, while I understand you have been discussing Private I with Michelle, 
including pricing, I have had no understanding that you were expecting to enter 
into a separate contract with BNYM for the services. I believe the BNYM custody 
contract is with the STO and any services you receive/pay for under that contract 
will require that the contract be amended by the STO to provide for such .. I do not 
believe a contract amendment is a unilateral action that can be taken by the BNYM 
or the Investment Commission. 

Bill and I look forward to discussing any contract amendment you may have in 
mind .. . .. . Thanks .. .. Bill 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Tuesday, February 12, 2013 8:30AM 
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To: Leidinger, Bill 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Ditty, Dori 
Subject: FW: Custody Services 

I just wanted to follow up with you on this. Michelle, Dori and I have been working together on Private 
i. We have worked through the cost and I believe most ofthe way through the contract. Michelle will 
be forwarding a draft of the contract back to us soon and will copy you on that communication. 

I am hopeful that we can finalize this contract soon and move forward with implementation. I do believe 
that private i will help us gain greater transparency into the private market investments and I hope that 
you and the Treasurer will be happy with that outcome. 

The next ancillary service I want to discuss with the bank is the compliance module. I anticipate 
handling that the same way- negotiating prices outside of the RFP. 

Just a heads up- this may be mentioned in the coverage of the dashboard at today's audit committee 
meeting. 

Thanks, 
Sarah 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Monday, September 24, 2012 3:34PM 
To: Sarah Corbett 
Cc: Hershel Harper; Adam Jordan; Tammy Nichols; Faith Wright; William Blume; Douglas W. Lybrand 
Subject: RE: Custody Services 

Michelle, yes ... please forward price to Sarah ..... Thanks ..... Bill 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Monday, September 24, 2012 3:14PM 
To: Leidinger, Bill 
Cc: Harper, Hershel; Adam Jordan; Nichols, Tammy; Faith Wright; Blume, William; Lybrand, Douglas 
Subject: FW: Custody Services 

Hi Bill, 

Will you please notify Michelle that it is ok for her to proceed with providing us a price for Private i as 
you had indicated earlier? Thanks so much for your assistance in helping us move forward with this 
important step. 

Sarah 

From: Cook, Michelle D [mailto:michelle.cook@bnymellon.com] 
Sent: Monday, September 24, 2012 2:55 PM 
To: Sarah Corbett 
Subject: RE: Custody Services 

Hi Sarah, 
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Thank you for sending the note from Bill. 

I could be reading the email out of context, however I am not able to send any pricing with the 
forwarded approval. 

The information in the email indicates negotiation "outside this procurement and could make no 
reference to the procurement or procurement prices .... .it would all be under current prices". 

Please note, the services in question were part of the procurement and price offering. In addition, there 
is no current servicing for the private investments and therefore no current pricing. 

I do realize the IC is requesting pricing for the tracking of the Private Investments, but I am unable to 
send any new information without an appropriate approval. I hope you understand we are in a black 
out period and am not able to offer prices different from what was submitted as part of the RFP without 
explicit and specific approvals for pricing on the named services. 

Could you please advise how you would like to move forward? 

Thanks 

Michelle Cook 
Vice President and Relationship Executive 
US Corporate, Govemment and Not for Profit 
Tel No.: 212 635-7287 
Fax No: 212 635-8780 
email: michelle.cook@bnymellon.com 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Monday, September 24, 2012 2:42PM 
To: Cook, Michelle D 
Subject: FW: Custody Services 

Hi Michelle, 

Thanks for getting back to me on Private I. Here is the e-mail I have from Bill Leidinger authorizing us to 
move forward with you. 

Thanks! 
Sarah 

<image001.jpg> 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.govl 
Sent: Thursday, August 30, 2012 8:30 AM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 
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Fine with me .... probably would not be a tri-party BD 100 but rather separate but 
well coordinated BD 100' s ... ... you certainly can go ahead and purchase any thing 
that you want and need but you would have to negotiate with BNY Mellon outside 
this procurement and could make no reference to the procurement or procurement 
prices .... .it would all be under current prices ... .I will be out for a couple of days 
but will schedule a meeting for next week when I return ... .. Thanks ...... Bill 

The information contained in this e-mail, and any attachment, is confidential and is intended 
solely for the use of the intended recipient. Access, copying or re-use of the e-mail or any 
attachment, or any information contained therein, by any other person is not authorized. If you 
are not the intended recipient please return the e-mail to the sender and delete it from your 
computer. Although we attempt to sweep e-mail and attachments for viruses, we do not 
guarantee that either are virus-free and accept no liability for any damage sustained as a result of 
vuuses. 

Please refer to http://disclaimer.bnymellon.com/eu.htm for certain disclosures relating to 
European legal entities. 
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Adam Jordan 

From: Adam Jordan 
Sent: Wednesday, February 13, 2013 5:18 PM 

To: 
Subject: 

Sarah Corbett; Hershel Harper; Reynolds Williams (reynolds@willcoxlaw.com) 

RE: Custody Services 

I'm not sure I see the value in another internal staff discussion at this point. We've had them periodically over the last 

few years on this topic, and we are no closer to resolution. 

From: Sarah Corbett 
Sent: Wednesday, February 13, 2013 5:08 PM 
To: Adam Jordan; Hershel Harper; Reynolds Williams (reynolds@willcoxlaw.com) 
Subject: FW: Custody Services 

FYI 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Wednesday, February 13, 2013 4:48 PM 
To: Sarah Corbett 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Dori Ditty; Condon, Bill; Ed Giobbe (enqiobbe@hotmail.com) 
Subject: RE: Custody Services 

Not necessary to have Ed attend .... this is an internal staff discussion ...... Thanks ..... Bill 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Wednesday, February 13, 2013 4:46 PM 
To: Leidinger, Bill 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Ditty, Dori; Condon, Bill; Ed Giobbe (engiobbe@hotmail.com) 
Subject: RE: Custody Services 

Hi Bill, 

I would prefer to discuss Private i and the funding issues at the same time and I will invite Ed to attend the 

meeting. Please let me know when you all are ready to discuss both issues. I will try my best to accommodate your 
availability. 

Thanks, 

Sarah 

From: Leidinger, Bill [mailto:Biii.Leidinqer@sto.sc.gov] 
Sent: Wednesday, February 13, 2013 10:20 AM 
To: Sarah Corbett 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Dori Ditty; Condon, Bill 
Subject: RE: Custody Services 

Sarah, we will be discussing internally later in the week the 2 items you recently sent over: 1) 
payment of management fees, and 2) signature authority and standing instruction .... .let's get 
together on this frrst. ..... . dates and times? Thanks .... Bill 
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From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Wednesday, February 13, 2013 10:16 AM 
To: Leidinger, Bill 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Ditty, Dori; Condon, Bill 
Subject: RE: Custody Services 

Thanks Bill. Yes, I will be in touch soon. Perhaps we could discuss the funding at the same time? 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, February 13, 2013 8:52AM 
To: Sarah Corbett 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Dori Ditty; Condon, Bill 
Subject: RE: Custody Services 

Sarah, I believe it would be good for us to begin discussing this matter .. . ... Give me a call and 
Bill and I will come over to review with you and Dori ....... Thanks .... Bill 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Tuesday, February 12, 2013 8:30AM 
To: Leidinger, Bill 
Cc: Cook, Michelle D (michelle.cook@bnymellon.com); Ditty, Dori 
Subject: FW: Custody Services 

Hi Bill, 

I just wanted to follow up with you on this. Michelle, Dori and I have been working together on Private i. We have 
worked through the cost and I believe most ofthe way through the contract. Michelle will be forwarding a draft ofthe 
contract back to us soon and will copy you on that communication. 

I am hopeful that we can finalize this contract soon and move forward with implementation. I do believe that private i 
will help us gain greater transparency into the private market investments and I hope that you and the Treasurer will be 

happy with that outcome. 

The next ancillary service I want to discuss with the bank is the compliance module. I anticipate handling that the same 
way- negotiating prices outside of the RFP. 

Just a heads up- this may be mentioned in the coverage of the dashboard at today's audit committee meeting. 

Thanks, 
Sarah 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Monday, September 24, 2012 3:34 PM 
To: Sarah Corbett 
Cc: Hershel Harper; Adam Jordan; Tammy Nichols; Faith Wright; William Blume; Douglas W. Lybrand 
Subject: RE: Custody Services 

Michelle, yes ... please forward price to Sarah ..... Thanks . .... Bill 
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From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Monday, September 24, 2012 3:14PM 
To: Leidinger, Bill 
Cc: Harper, Hershel; Adam Jordan; Nichols, Tammy; Faith Wright; Blume, William; Lybrand, Douglas 
Subject: FW: Custody Services 

Hi Bill, 

Will you please notify Michelle that it is ok for her to proceed with providing us a price for Private i as you had indicated 
earlier? Thanks so much for your assistance in helping us move forward with this important step. 

Sarah 

From: Cook, Michelle D [mailto:michelle.cook@bnymellon.com] 
Sent: Monday, September 24, 2012 2:55 PM 
To: Sarah Corbett 
Subject: RE: Custody Services 

Hi Sarah, 

Thank you for sending the note from Bill. 

I could be reading the email out of context, however I am not able to send any pricing with the forwarded approval. 

The information in the email indicates negotiation "outside this procurement and could make no reference to the 
procurement or procurement prices .... .it would all be under current prices". 

Please note, the services in question were part of the procurement and price offering. In addition, there is no current 
servicing for the private investments and therefore no current pricing. 

1 do realize the IC is requesting pricing for the tracking of the Private Investments, but I am unable to send any new 
information without an appropriate approval. I hope you understand we are in a black out period and am not able to 
offer prices different from what was submitted as part of the RFP without explicit and specific approvals for pricing on 
the named services. 

Could you please advise how you would like to move forward? 

Thanks 

Michelle Cook 
Vice President and Relationship Executive 
US Corporate, Government and Not for Profit 
Tel No.: 212 635-7287 
Fax No: 212 635-8780 
email: michelle.cook@bnymellon.com 

From: Sarah Corbett [mailto:SCorbett@ic.sc.gov] 
Sent: Monday, September 24, 2012 2:42 PM 
To: Cook, Michelle D 
Subject: FW: Custody Services 

Hi Michelle, 
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Thanks for getting back to me on Private I. Here is the e-mail I have from Bill Leidinger authorizing us to move forward 

with you. 

Thanks! 
Sarah 

SARAH N. CORBETI. C PA. I DEPUfY CHIE-F OF STAFF 
1.'803.737.7698 11 M803.200..2179 I SCORBm@IC.SC.GOV 
120,1 MAtN snttET 1 surre 1510 1 cotuMB~ sc l l920l 

SOUTH CAROUNA RETIREMENT SYSTEM 

l NVESTMENT COMMISS ION 

From: Leidinger, Bill [mailto :Biii.Leidinqer@sto.sc.qovl 
Sent: Thursday, August 30, 2012 8:30AM 
To: Adam Jordan; Douglas W. Lybrand; Hershel Harper 
Cc: Tammy Nichols; Faith Wright; KAREN WICKER karen.wicker@sto.sc.gov; William Blume 
Subject: RE: Custody Services 

Fine with me .... probably would not be a tri-pat1y BD 100 but rather separate but well 
coordinated BD lOO's ...... you certainly can go ahead and purchase any thing that you want 
and need but you would have to negotiate with BNY Mellon outside this procurement and could 
make no reference to the procurement or procurement prices .... .it would all be under cunent 
prices ... .I will be out for a couple of days but will schedule a meeting for next week when I 
return .. ... Thanks ...... Bill 

The information contained in this e-mail, and any attachment, is confidential and is intended solely for the use 
of the intended recipient. Access, copying or re-use of the e-mail or any attachment, or any information 
contained therein, by any other person is not authorized. If you are not the intended recipient please return the e
mail to the sender and delete it from your computer. Although we attempt to sweep e-mail and attachments for 
viruses, we do not guarantee that either are virus-free and accept no liability for any damage sustained as a 
result ofviruses. 

Please refer to http://disclaimer.bnymellon.com/eu.htm for certain disclosures relating to European legal 
entities. 
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Adam Jordan 

From: Adam Jordan 
Sent: 
To: 

Wednesday, March 06, 2013 5:20 PM 
Darry Oliver; Jon Rychener 

Subject: FW: Agenda for Global Custody Workshop - Friday, March 8, Room 222, Wade 
Hampton Building 

From: Leidinger, Bill [mailto:Biii.Leidinger@sto.sc.gov] 
Sent: Wednesday, March 06, 2013 5:18PM 
To: Loftis, Curtis; Raven, Dinah; Condon, Bill; Padgett, David; Adams, Clarissa; Hershel Harper; Adam Jordan; Geoffrey 
Berg; Brenda Gadson; David Avant; Tammy Nichols; Faith Wright; McDermott, Mike; Prioleau, Mable 
Cc: AMY WRIGHT Amy.Wright@sto.sc.gov; Cook, Michelle D; kristian.pearson@bnymellon.com 
Subject: RE: Agenda for Global Custody Workshop- Friday, March 8, Room 222, Wade Hampton Building 

Folks, in consultation with the BNYM folks, we have decided that the better part judgment is to 
CANCEL the Global Custody Workshop scheduled for Friday, March 8. The widespread snow 
storm and high winds across the northeast and mid-atlantic for the next 2 days makes air travel 
dicey, at best, and travel just unreliable and unsafe. 

We will reschedule as soon as we can ...... Thanks for understanding .... .. Bill 

From: Leidinger, Bill 
Sent: Tuesday, March 05, 2013 5:11PM 
To: Loftis, Curtis; Raven, Dinah; Condon, Bill; Padgett, David; Adams, Clarissa; Hershel Harper (hharper@ic.sc.gov); 
Adam Jordan (AJordan@ic.sc.gov); Berg, Geoffrey (qberq@ic.sc.gov); Gadson, Brenda; Avant, David 
(davant@peba.sc.gov); Nichols, Tammy (tnichols@peba.sc.gov); Faith Wright (FWright@peba.sc.gov) 
(FWright@peba.sc.gov); McDermott, Mike; Prioleau, Mable 
Cc: Wright, Amy; 'Cook, Michelle D'; kristian.pearson@bnymellon.com 
Subject: Agenda for Global Custody Workshop - Friday, March 8, Room 222, Wade Hampton Building 

Folks, here is the agenda for Friday's Global Custody Workshop ..... see you at 9AM in Room 
222, State Treasurer's Office, Wade Hampton Building. 

Thanks ...... Bill 

aahnks ...... Bill 

William J. Leidinger 
Chief of Staff 
State Treasurer' s Office 
Wade Hampton Office Building 
Columbia, SC 29211 
(803) 734-5063 
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Adam Jordan 

From: Adam Jordan 
Sent: 
To: 

Monday, May 06, 2013 12:06 PM 
Darry Oliver 

Subject: RE: Personal Service Budget 
Attachments: FY14 Initial Budget Committee Proposal Revised 9 14 12.pdf 

Yes, a "lite" risk system is lumped in with numerous ancillary services included in the Custody RFP. The ancillary services 
are reflected as a single $1.63 M line item in the spreadsheet, but the attached presentation that we gave to the 
Commission provides more details on the components. 

The Commission adopted the budget that included the Custody RFP's ancillary services; it chose not to pursue the 
administrator, the more robust risk platform, or the third party valuation services (slide 7). James can assist us with an 
update on the hosted server option. 

Subsequent to the development of the budget, staff finalized an RFP for a more robust risk system. Sarah and Jon can 
assist us with determining where it stands with MMO. Additionally, it would be helpful to know where the STO stands 
with the Custody RFP. It affects our budget (and overall enterprise risk) tremendously, and the RFP has been ongoing for 
more than two years. 

We can discuss in person when convenient. 

Thanks, 

Adam 

From: Darry Oliver 
Sent: Monday, May 06, 2013 11:54 AM 
To: Adam Jordan 
Subject: RE: Personal Service Budget 

Adam, just started to look at 2014 proposed OpEx budget . May need quick overview. Was there anything in there for 
Risk system, for example? I may have missed it. I did see 498K for hosted environment, not sure ifthat will happen, 
what plans were, etc. Is there anything else that might currently be a major change to plans from w hat was proposed 
last year for the upcoming year? Thanks. 

DARRY OLIVER 
CIIIE.F OPEltJ\TING OFFICER 
r $03.737.5661 1 M 803.622.4944- 1 ClOUVEil{oi!IC. ·c.c;ov 
1201 MAIN STREET I SUITt li5 LO I COIIJMI\1/\, c J 29201 
SOU rl I CAROLINi\ IHTIItEI\\I'NT 5\'SHI\t 

JNVESTMENT COMM ISS ION 

From: Adam Jordan 
Sent: Tuesday, April 30, 2013 4:55PM 
To: Darry Oliver 
Subject: Personal Service Budget 

Darry, 
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Attached are two files that shou ld be helpful- the first was a projection for personal services in the current FY, and the 
second was our overall budget projection if our FY 14 budget request was approved. Let's review at your convenience. 

Thanks, 

ADAM jORDAN 
S fRArEG lC r ARTNERSill f'S D IRECrOR 
I' 803.737.6814 I M 803553.24331 AJI,) RJ),\ N(:!' IC. C.GOV 
1:!01 Mt\IN $TREH I SUIT f; 1510 I COI UM ilh\ , $C 129201 
~OIITII C,\ltOI IN,\ REI IREM[NT ~Y. rr:.v\ 

1 NV EST ME NT COMMISS IO N 
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Adam Jordan 

From: 
Sent: 
To: 
Subject: 

Attachments: 

Adam Jordan 
Tuesday, May 21, 2013 2:51 PM 
Darry Oliver 
FW: Voice Message from Darry Oliver (8037375661) on 5/21/13 2:34 PM for 
8037376814 
052113-143412-8037376814-7177 -1.mp3 

I'm on a conference call but I listened to your voicemail. The "risk-lite" system I referred to is captured as the 
Performance and Risk Analytics module {$200,000). There are also some risk analytics in the Daily and Monthly 
Performance modules. 

However, the Custody Bank's risk modules are not as robust as some other systems available in the marketplace. Hence, 
the Risk RFP. 

Thanks, 

Adam 

From: evm.test@spiritmessaging.com [mailto:evm.test@spiritmessaging.com] 
Sent: Tuesday, May 21, 2013 2:34PM 
To: Adam Jordan 
Subject: Voice Message from Darry Oliver (8037375661) on 5/21/13 2:34PM for 8037376814 

Voice Message from Darry Oliver (8037375661) on 5/21113 2:34PM 
Attachment(s): 
• Voice Message (38 sec) 

Delete this message from my Voice Mailbox 
Delete this and older messages from my Voice Mailbox 
View/Edit my EVM Settings 

Mailbox currently contains 2 New and 5 Old messages. 
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Adam Jordan 

From: Adam Jordan 
Sent: 
To: 

Tuesday, May 21, 2013 1:12 PM 
Darry Oliver 

Subject: RE: Bank of New York Mellon (BNYM) Litigation - Update 

I left a marked up copy in your box. Happy to discuss when you' re available. Thanks-

From: Darry Oliver 
Sent: Tuesday, May 21, 2013 12:47 PM 
To: Adam Jordan 
Subject: RE: Bank of New York Mellon (BNYM) Litigation - Update 

Yes, it was 1.63M, I read wrong column. There is some provision for that treasurer gets a 20% discount from annual 
custodial fees if $3B of Hedgemark is used but not sure if we get share (assume we would). 

DARRY OI.IVER 
CIIIU OPERATING OFfiCER 
r 803.737.5661 1 M soJ.622...J.?H 1 nOIIVUtk••tc.sc.Gov 
1201 i\·IAIN STREET 1 sum; 15 10 1 c:oauMRIA, ·c 1 2'J201 
SOU fl I Ct\ltOLINA RETIIW\.U:NT S\'STrM 

JNVESTMENT CO~MMISSIO 'N 

From: Adam Jordan 
Sent: Tuesday, May 21, 2013 12:44 PM 
To: Darry Oliver 
Subject: RE: Bank of New York Mellon (BNYM) Litigation - Update 

Darry, 

I've asked James for the document so I can mark it up, but the short answer is that the $2.1 M includes services that we 
would not use (3rd Party Lending) or wouldn't pay for directly (Custody and Accounting) . Our FY 14 budget request was 
$1.63 M for several of the services listed in Schedule B. I'll mark up the printed version to help reconcile the differences. 

Regarding the budget exposure, I'm interested to know if the settlement agreement provides a price break on any of the 
services we requested. It's not clear to me after a cursory ready of the agreement. 

Thanks, 

Adam 

From: Darry Oliver 
Sent: Tuesday, May 211 2013 12:19 PM 
To: Adam Jordan 
Subject: FW: Bank of New York Mellon (BNYM) Litigation - Update 

Adam, can you please get a copy of this public document from James and review the attached fee schedule. My one 
question for now is total cost on exhibit B shows our cost is $2.1M but we may not be using all listed services, 
etc. Budget submitted for FY 13/14 was $1.4M for "Custodial Services BONY". Can you please help reconcile any 
difference? Do we have budget exposure? Thanks. 
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DARRY OLIVER 
CI IIEr O PERt\TING OFFicr R 
I' 803.737.5661 I M 803.622.49+1: I ()()] IVEil(tt11C.SC.GOV 
1201 MAIN ·n.EET 1 svrn rsto 1 CoLUMI\IA. c 1 29201 
SOUTI I CAROLINA RU IREMENT S.YSTf l\.1. 

1 NVESTMENT COMMi SS ION 

From: Robert Feinstein 
Sent: Tuesday, May 21, 2013 10:45 AM 
To: reynolds@willcoxlaw.com; Edward Giobbe (enqiobbe@hotmail.com); jrp348@yahoo.com; 
agillespie@ediadvisors.com; Curtis Loftis (Curtis.loftis@sto.sc.gov); Travis Pritchett (tpritch@att.net); David Avant 
Cc: Darry Oliver; Hershel Harper; Nancy Shealy; Dori Ditty 
Subject: Bank of New York Mellon (BNYM) Litigation- Update 

Dear Commissioners: 

On Monday afternoon, representatives ofBNYM, the State Treasurer's Office and the Attorney General' s 
Office informed the judge presiding over this litigation that the parties had entered into a Settlement and Mutual 
Release Agreement (the "Settlement Agreement"), and presented the judge with an Order of Dismissal with 
Prejudice. The judge signed the order, the order has been entered and this matter has been concluded. 

We will be posting a copy of the Settlement Agreement on the secure portal, and will be asking the Treasurer' s 
legal team to provide a verbal report regarding the BNYM litigation and its resolution at Thursday' s meeting. 

In order to access this information on the secure portal, please: 
1. Login to the secure portal (https://ic.sc.gov/commissioners/login.php ) 
2. Go to the folder entitled "2013-05-21 Settlement" 

Files: (1) 2013.05.20 Filed Consent Order of Dismissal with Prej udice_.pdf 
(2) 2013.05.20 Settlement and Mutual Release Agreement.pdf 

Regards, 

Robert 

ROBERT FEINSTEIN I CH!H LEGAl OfFICER 
p 803.737.6809 I F 803.737.7070 I RFEJNSTElN@lC.SC.GOV 
1201 MA1N srru:n 1 sum 1s1o 1 CoLUMRJA. sc 1 29201 
SOUTH CAROLINA RI.TIREM.:ENT SYSTEM 
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