EXHIBIT 2

QUESTIONNAIRE

PROPOSER shall complete and/or provide all information requested herein. Failure to respond to all questions may adversely impact the evaluation of your proposal.

1. Proposer’s Background 

(Tab A) Organization: 
1. Provide your institution's complete name, address, telephone number, and facsimile number.  Include detailed contact information for the primary relationship manager.

2. Describe your institution, its line(s) of business, your parent organization and any related affiliates. Include the ownership structure of your institution, and how this relates to the parent organization and any related affiliates.

3. Describe the overall business objectives of the organization with respect to future growth, including recent or anticipated mergers.

4. Provide an overview of the institution.  Identify the primary office to which the County will be assigned for its Custody services business.  

5. Describe any significant developments in your institution within the past three years, such as changes in ownership, restructuring or personnel reorganizations. 

6. Describe your institution's commitment to its Custody services in the context of the overall corporate strategy. What are your competitive advantages?

7. Provide an organization chart outlining the Custody Program structure and relationship / reporting hierarchy of Custody services within the institution. 

8. Describe your institution's credit quality and overall financial strength; include your institution's latest long and short-term debt ratings from a nationally recognized ratings service.  Provide tier 1 capital ratio levels for the past five years. 

9. Within the past three years, has your institution or an officer or principal of your institution been involved in any litigation, legal proceedings, or investigations by a regulatory authority?  If the answer is yes to any of these, please give a detailed explanation and the current status.

10.  What is the limit on your error’s and omissions insurance policy and who is the insurance carrier? 

11. Have there been any losses through negligence, errors or omissions in connection with your Custody services operations during the past five years? If yes, provide by attachment annual losses and complete details on individual losses exceeding $10,000.

(Tab B) General: 
1. What is the market capitalization of your institution?

2. What is the total of all assets in custody? 

3. Provide the total number of clients, for which your institution provides Custody services.

4. Identify your five largest and five smallest state and /or local government clients for which you provide Custody services. Provide their average size of Custody assets.

5. Provide the number of Custody clients have you gained, lost and retained in each of the past three years?  For each account lost, indicate the reason for termination. 

6. What percent of the bank’s overall earnings are derived from Custody services? 

7. Describe any ongoing educational programs, user conferences, publications, or other means you have of keeping clients fully educated and providing a forum for new ideas and needs.

8. Provide a copy of all agreements, including the Custody services agreement and any ancillary service agreements that will be required to be in place prior to conversion.

(Tab C) References:  

Please provide three (3) public sector (state and/or local government) references that are of similar size and scope of Custody service utilization currently as that of the County.  

Contact Name: ……………………………………………………………………….

Title: ……………………………………………………………………………………

Email:…………………………………………………………………………………..

Name of Customer: …………………………………………………………………..

Address: ……………………………………………………………………………....

Telephone Number: …………………………………………………………………. 

Fax Number: ………………………………………………………………………….                        

Asset Size: ……………………………………………………………………………

Number of Years as Customer: …………………………………………………….         

2. Custody Services
(Tab D) Custody and Safekeeping

1. Describe your depository memberships and the services you use at these depositories.

2. Describe your system for the registration and custody of assets. 

3. Are there any restrictions on the types of securities that may be held for safekeeping? If so, what are they? 

4. Describe all insurance coverage and indemnification relevant to the custody department. Indicate the type and amount. 

5. What, if any, securities have been misplaced or lost during the past three years? If any, describe the circumstance(s) and what was done to correct the problem.

6. Does your bank require a Demand Deposit Account (DDA) underlying each custody account? If so, briefly describe how fund balances are determined (e.g., posting cycles, availability) and the basis for compensation on these accounts. Are transactions posted individually or in aggregate? 

7. Is the bank willing to accept responsibility for losses of securities held in depository and clearing agencies?  If no, please explain. 

8. Describe your bank’s capability to accommodate SEC Rule 144A securities. 

(Tab E) Customer Service: 

1. How many staff members are devoted exclusively to the delivery of Custody services? 

2. Describe how your client service group is organized.  Include hours of operation for client administration and operations (trade instructions). If there is no formal group, discuss how client services are addressed. Identify key individuals and specific responsibilities of those who would be assigned to the County. Describe what each person's role and responsibilities will be, as well as the relevant credentials, experience and past performance of each person on the relationship management team

3. Describe how client inquiries are tracked and monitored?  What are the standard response times?

4. How are complaints and requests for changes handled?

5. Describe how you monitor customer satisfaction.  When did the bank last measure service quality and customer service?  Provide the results of that evaluation. (Appendix A – Customer Service Evaluation Results). 

6. Describe any ongoing training programs, educational sessions, user conferences, publications or other means you have for keeping clients fully educated and for providing a forum for new ideas.

7. Describe any value added services that you believe could benefit the County.  

(Tab F) Accounting and Reporting: 

1. Describe the method the system transacts and reports data.  Is it by trade date, contractual settlement date, or cash basis? Can the system accommodate a combination of these?

2. Describe your amortization and accrual accounting capabilities.
3. Does your system show accrued interest on discount securities such as T-bills and Commercial Paper?

4. Describe the procedures used to reconcile client and custodian records?

5. Describe the on-line real time reporting capabilities for clients and their investment managers.

6. Describe any unique features of your standard reports (e.g. credit ratings) and provide a hard copy sample of your monthly Custody services accounting statement/report(s).  (Appendix B – Monthly Statements / Reports).

7. Describe any ad hoc reporting capabilities from available data?  To what extent can the accounting and reporting be customized to meet the needs of the County? 

8. Describe the report schedule and account alert (via email) capabilities.  What formats are available?

9. How long are account transactional data and reports available online?

10. Can data from your on-line system be exported to applications such as Sympro, Microsoft Excel and other commonly used programs?

11.  Describe how the system reports daily investable cash balances to the County.  

12. Will you be able to provide market values on a daily basis?  

13. 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?  When are month-end audited accounting statements/reports delivered?

14. How soon after year-ends are audited annual statements/reports available? 

(Tab G) Audit Controls:   

1. Provide a link to a website for audited financial statements for the past three years and the most recent published audited annual report.  

2.
Provide a Statement on Auditing Standards-70 (SAS-70 report).  If available, provide a link to a website to access the SAS-70, otherwise provide as an appendix.  (Appendix C – SAS 70 Audit Report).
2. What levels of management review are made of audit reports and who or what level is required to implement changes to correct audit deficiencies noted? 

3. Who is responsible for monitoring audit recommendations made to management?

4. What federal or state agency regulates and examines your organization and what were the most recent results?

(Tab H) Trade Settlement: 

1. Describe your trade settlement process.  Include a process flow chart showing the level of automation and how transactions post to the system. What is the lag time between trade execution, availability of on-line transaction data, and the posting of the transaction to the accounting system?

2. Does your system have built-in edit features to ensure accuracy in trade input (e.g., security description/security identifier cross check features, calculations of remaining par on factor-based securities, computation of accrued interest)? 

3. Describe how trades, holdings and other information are communicated to and from the County? What level of automation and customization is available? 

4. Describe how purchase and sale settlements post.  Identify whether you use actual or contractual settlement basis? If you utilize a contractual settlement approach, are there any stipulations or exceptions to this method?

   Describe how you handle corrections/reversals (i.e., as adjustments or as offsetting purchases and sales)? 

5. Provide the trade cut-off times (Pacific Time) that apply for daily and month end transactions.  Specify if cut off times are different for different types of securities.

6. Does your system allow "block" trading by providing the ability to allocate a single trade over multiple accounts or aggregating a position sold from multiple accounts?

7. Describe how time sensitive wires are handled by your bank.  Can the County initiate on-line wire transfers?
8. Describe your procedures to monitor and resolve failed trades.  Include notification process to the County and compensation for lost income for failed trades. How do you minimize failed trades?  Can the County view failed trades on line?

(Tab I) Mortgage-Backed and Asset-Backed Securities:

1. Describe your bank’s capability to process trades and safekeep mortgage-backed securities.

2. Describe any automated upload capabilities to accept transaction information including turn arounds, partial settlements and substitutions? 

3. What internal controls exist to identify inaccurate trade data at the pool (lot) allocation level (e.g., factor verification, cross match on CUSIP, recomputation, etc)? When and how are discrepancies communicated to the County?

4. Describe the ability to provide automated intermediate updates on mortgage-backed and asset-backed security settlements to the County during the course of the settlement day. Provide the timing and method of notification to the County on these settlements.

5. Describe the processing of monthly principal and interest (P & I) payments for mortgage-backed and asset-backed securities. At what point are P & I projections available?  How often are P & I projections updated? How far into the future can projections be run?

6. Describe the process by which P & I discrepancies are investigated and resolved and how County accounts are charged or credited. Indicate the performance benchmark for each of these three aspects.

7. How is P & I posted to the custody and/or DDA accounts? Is it posted as a single entry or two entries, one for total principal and one for total interest, or individual entries for each pool?

8. Are factor and principal payment histories maintained? If so, are they available to the County? If not, are current factor and payment data files made available to clients? 

(Tab J) Income Collection:

1. What are your sources of, and how do you account for pay down information on all factor-based securities (e.g., MBS, ABS)? Do you maintain a record of the original face amount purchased? 

2. Describe your policy for posting income (i.e., contractual vs. actual).

3. When does income become available for investment?

4. Do you provide pre-notification for income reversals?

5. Describe the system forecasting capabilities (e.g. cash balance projection reporting).

(Tab K) Cash Management: 
1. Provide a list of the short-term investment vehicles (Government money market funds) available to the County that would be permissible under NRS 355.170 and appropriate for the County. Include –

· Fund names 

· CUSIP

· Ticker

(Appendix D – Short-term Investment Vehicles)
2. Does the bank provide automated sweep vehicles for the investment of excess balances? If so, describe the nature of the vehicles, cut-off times that apply and how the sweep mechanism works to move funds into and out of the selected sweep vehicle and ensure cash balances are invested.  

3. Can the County utilize money market funds not managed by your firm?

4. Describe any time restrictions for investment transactions relayed to you? 

5. Provide the turnaround time for processing disbursement requests.

(Tab L) Pricing: 
1. What vendors are used for pricing each type of US domestic fixed income security?

2. How frequently are prices updated? 

3. Provide an overview of your daily valuation process, including the controls in place to ensure that securities are priced accurately.  

4. Do asset valuations include accrued income and pending transactions?

5. How are valuation differences resolved between the client and the Custodian?

6. Do you have secondary or back up pricing methods? Can the County specify alternative pricing sources? 

7. Is the pricing system available to “feed” investment management software?  

(Tab M) External Investment Manager 
1. Describe how your organization interacts and communicates with investment managers. Include details for the month end reconciliation process.

2. Does your organization have a separate investment manager liaison group?  If so, describe the structure of the group and how it relates to and communicates with the customer service group.

3. Describe any differences in the information delivery system that the investment manager uses than the client information reporting system.

4. Describe the methods that the investment manager can communicate trade data to the Custodian.

5. What procedure is used to assure accurate information is entered into the system?  

6. How is trade information matched between investment advisor and broker?  What automatic edits are built into the system?  What is the error rate on trade input?

3. Technical Capabilities

(Tab N) System Capabilities:

1. Describe the hardware and software systems used in Custody operations.

2. Does the system use dedicated hardware?  If not, describe the priority given to Custodial systems versus other systems sharing the same hardware?

3. Is the Custody department supported by a dedicated data processing, programming and application staff?  Describe the technical support available.

4. Describe your back-up and recovery capabilities in place for daily operations. 

5. Describe any major changes and/or upgrades planned for the system. Will you require modification on your client side?

6. Describe the advantages of the system. 

7. Describe the limitations of the system. 

8. Describe any training provided for County personnel in the use of the on-line system?

9. Based on the information provided in the RFP and your firm’s knowledge of the public sector, please describe any services or technological enhancements, not previously mentioned, that should be considered for further improving the effectiveness of the County’s custody operations.  

10.  Describe the security measures available for web applications available to the County system administrators.  Include your password policy and administration features for client administrators. 

(Tab O) - Disaster Recovery:

1. Describe your disaster recovery plans and procedures to provide continuing service in the event of a localized disaster for time frames of up to 30 days. Include notification to the County, and estimates of time frames required to resume service in all functional areas, including systems, operations and client administration.

2. How often are contingency plans reviewed and tested?  Briefly describe the testing methodology (e.g., simulated disaster with the actual off-site system regeneration and recovery).  When was the plan last tested and what were the results of that test?

3. Have you ever had to implement your disaster recovery plan in an actual disaster?  If so, describe the circumstances in the effectiveness of the plan?

4. Describe the availability of remote-access for the County. 

(Tab P) - Transition and Conversion Management: 

1. Describe your conversion approach (do you have dedicated resources for conversions— i.e., personnel, equipment, consultants). 

2.
Provide a detailed task list and schedule on how you will approach the process of transition from our existing Custody relationship, including action required on the part of the County and the time frame to complete each task.  Clearly describe the conversion process: who is responsible for coordinating activities, who must participate, what activities must occur, etc.  Detail the type and amount of resources required from the County.  
3.
What dedicated resources (personnel, equipment, training, consultants, etc.), procedures, and controls will you provide or recommend in the transition/conversion period to ensure that the conversion process is completed successfully in a timely and accurate manner?

4.
How do you process transactions which are pending (unsettled) during the transition/conversion?

5.
Describe the process for transferring securities and appropriate County files.

6.
Will there be any “blackout” period during which investment managers may not institute trades in accounts?  If there is a “blackout” period, why will this occur?

7.
Is the conversion team separate from the ongoing service team?  If yes, how do you ensure a smooth hand-off from the conversion team to the ongoing service team?

8.
Will the institution provide on-site training and support for all of the services selected? 

9.
Describe in detail how the institution handles problem resolution, customer service, day-to-day contact, and ongoing maintenance for the County in a post conversion environment. Be specific about exactly whom the County will be calling and working with for the above described situations.

10.
How long is a typical transition? Provide an estimated conversion calendar, including actions required on the part of the County and the current Custodian. Include the time frame for completing each task. (Appendix E – Conversion Calendar and Task List)

4. Analytic Services

(Tab Q) Performance Measurement & Portfolio Analytics: 

1. Describe your performance measurement services available, including portfolio analysis and asset allocation.  Provide a hard copy sample of your standard performance reports, as well as any customized comparable client performance reports.  Indicate the frequency and scheduled delivery dates for preliminary and final reports. (Appendix F – Performance Reports)

2. Provide the list of list the applicable fixed income benchmark indices available and dates of availability.  Can custom benchmarks be used for the County? (Appendix G – Fixed Income Benchmark Indices)

3. Can you provide performance reports calculated gross and net of fees? 

4. Can different accounts be combined on-line for performance reporting and analysis?

5. Can historical performance and analytic data be loaded into the performance measurement system?

6. Do the performance calculations follow Global Investment Performance Standards (GIPS®) methodology?
7. Do you include accrued interest and market values in performance calculations?

8. What product enhancements have you recently made or planned to make to your performance measurement and analytical services?

(Tab R) Compliance Monitoring:

1. Describe your compliance monitoring services.  

2. Describe how the system integrates policy/guidelines compliance into the automatic trading process and actively monitors transactional activity and portfolio composition? How frequently is it performed?

3. What compliance alerts do you generate?

5. Fees

(Tab S) Fees 

It is the County’s policy that the prospective vendor will agree to offer the County any discount terms that are offered to its best customers for the goods and services to be provided, and to apply such discount to payments that meet the discount terms under any future agreement. 

1. Based on County's investment portfolio, provide an all inclusive asset based annual basis point fee proposal and state multi-year guarantee for the proposed services (Exhibit 3), including but not limited to trades, wires, income, corporate actions, holdings, out of pocket expenses, software training, and connectivity.  If you have a tiered fee structure, show all tiers.

2. Identify any and all other upfront (i.e. transition to and conversion of all the new services) or ongoing fees that may be charged to or incurred by the County in connection with the services proposed including automated sweep fees, if applicable. The fees disclosed by Proposer shall remain firm for the life of the agreement. Proposer shall complete the table on Exhibit B – Fee Schedule.

3. Provide the cost of any optional services not required by the County under the scope of services.

4. What is the billing frequency and when are invoices sent to clients?  Can invoices be sent electronically?  Describe your preferred payment terms.

5. Provide a sample bill showing the level of detail that will be provided.   (Appendix H – Sample Bill) 
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