COUNTY ~
OF
:';

~

~ Placer·

MEMORANDUM
HUMAN RESOURCES

----------DATE:

March 20, 2018

TO:

Honorable Board of Supervisors

FROM:

Lori Walsh, Deferred Compensation Committee Chair

SUBJECT:

Accept the Deferred Compensation Committee's Recommendation to Approve an ·
Award to Lincoln Financial Group for Deferred Compensation Plan Services and
Authorize the Human Resources Director to Execute the Agreement

ACTION REQUESTED
1) Accept the Deferred Compensation Committee's unanimous recommendation to select
Lincoln Financial Group as the County's deferred compensation plan provider; and
2) Approve the award of competitive Request for Proposals No. 10652 to Lincoln Financial
Group for Deferred Compensation Plan Services. Funding is provided by plan
participants, with no net County cost; and the contract may continue as long as it is in both
the County's and plan participants' best interests.
3) Authorize the Human Resources Director to execute the agreement with Lincoln Financial
Group pending County Counsel and Risk Management review.
BACKGROUND

The County currently sponsors four defined contribution plans for its employees. The four defined
contributions plans (collectively, the "Plans") are the Retirement Accumulation Plan for the
Employees of the County of Placer, the Placer County 401 (k) Plan, the Placer County Deferred
Compensation Plan and the CalPERS 457 Deferred Compensation Plan.
The current providers for the County's Plans are California Public Employees Retirement System
(CalPERS) and MassMutual (formerly Hartford). CalPERS and MassMutual each administer one
401 (k) plan and one 457(b) deferred compensation plan each. The current agreements with these
providers have been in place for over 1O years. Pursuant to fiduciary duty delegated by the
County, the Deferred Compensation Committee initiated an RFP in June 2017 to benchmark the
current costs of the Plans against industry standards and to obtain a better cost structure for
participants.
The Deferred Compensation Committee enlisted the assistance of the Procurement Services
Division and outside benefits counsel to develop RFP No. 10652 to solicit proposals from qualified
provider firms. Notices announcing the availability of the RFP were sent to 500 firms via
Procurement's online bidding service, Public Purchase. A total of 92 firms accessed the RFP No.
10652. Proposals were submitted by Cal PERS, Great West, ICMA, Lincoln Financial Group, Mass
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Mutual, Nationwide, Prudential, TIAA, Transamerica and VALIC; and all were deemed
responsive.
An evaluation panel comprising representatives from the Auditor-Controller, Placer Public
Employee Organization, Human Resources, and Treasurer-Tax Collector departments reviewed
the responses in accordance with the evaluation criteria contained within the RFP. Based on
tabulation of the panel's individual scorings, the panel invited the top three firms (Lincoln Financial
Group, ICMA-RC, and CalPERS) to move forward to the next step in the evaluation process and
make presentations to an interview panel.
On August 24, 2017, the top three firms made presentations to an interview panel comprised of
representatives from PPEO, the Auditor-Controller, Human Resources, and the Treasurer-Tax
Collector departments. Following those presentations, panel scores were combined with cost
information to recommend a provider to the executive sponsor evaluation committee, composed
of the Auditor-Controller, Treasurer-Tax Collector, County Counsel, and a Deputy County
Executive Officer.
After evaluating the presentations made by the top three firms, the executive sponsor evaluation
committee submitted additional questions to the top three firms and performed further cost
analysis. The information submitted was evaluated further and the executive sponsors affirmed
the evaluation panel's recommendation at the March 14, 2018 Deferred Compensation
Committee meeting.
DISCUSSION

Number of Providers
An essential question for the Deferred Compensation Committee was whether to retain multiple
service providers or consolidate services to one agreement. Based on the responses to the RFP,
consolidating plan assets into one 401 (k) plan and one 457(b) plan with one provider gives the
County a greater negotiating position to reduce the overall cost to employees of participation in
the Plans.
Additionally, administrative efforts are currently duplicated by maintaining four plans with two
providers, including managing separate contracts, discerning participant demographics,
processing hardship requests, required minimum distributions, loan requests, and onboarding
new employees.
The Deferred Compensation Committee supports a goal of financial wellness for employees,
which can pay dividends to the organization in productivity and attendance. One strategy to
impact financial wellness is to increase participation in deferred compensation plans through
comprehensive communication and education to employees. Under the County's current model
of two plan providers, equal time and opportunity must be afforded to both vendors. As a result,
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the County has difficulty partnering with plan providers to create clear, concise, and effective
education to benefit the organization.
A 2016 survey of 41 Q0 governmental deferred compensation plan sponsors identified similar
frustrations across the country; respondents reported low satisfaction ratings with participant
education, ability to raise participation, and communication when multiple vendor platforms were
utilized. Perhaps for these reasons, of the 750 counties responding to the survey a majority of
those using two or more providers also reported interest in shifting to one provider.
Further, behavioral science studies reveal that while choice is important to consumers, too many
options can actually inhibit decision-making.1 The executive sponsor evaluation committee
believes the current array of investment options offered under two providers, each with more than
15 choices, can be overwhelming to participants and can act as an obstacle to saving for
retirement. In order to optimize the number of investment options without deterring participants,
consolidating to one vendor is recommended .
Recommended Vendor
After thorough consideration of all proposals, the Deferred Compensation Committee
unanimously recommends awarding RFP No. 10652 to Lincoln Financial Group (Lincoln), the top
ranked firm in the competitive process. The evaluators identified several reasons for this
recommendation, including pricing, services offered, and transition plans.
Lincoln's proposal, based on consolidation of all plan assets, reflected the best pricing of all three
finalists. Commensurate with its fiduciary responsibility, the Deferred Compensation Committee
supports lowering the overall cost of plan participation to employees, thereby maximizing the
benefit of their investments and encouraging increased overall participation. As shown in the
attachment, Lincoln's proposed fees to plan participants will result in reduced costs when
compared to the County's existing plans.
Lincoln also offers a number of attractive tools and services not available under the Plans current
provider platforms. For example, online tools that have been proven to increasing plan
contributions by an average of 3.96%. Lincoln also has a track record of effective in-person
education services; Lincoln reports that participants are four times more likely to increase their
contribution rate when they meet with the firm's retirement consultants. Also highly valued by the
Deferred Compensation Committee are the Morningstar Insight Investment Management Support
3(38) fiduciary services, which include prudent and skilled selection, monitoring, removal, and
replacement of investment options offered under the plan and relieves the committee of
responsibility for making investment decisions. Lastly, Lincoln supports its offerings with a servicelevel guarantees for processing accuracy, timeliness, customer service, and reporting , with
financial penalties for failure to meet service benchmarks.
[ 1) Shah, A. M., & Wolford, G. (2007) . Buying behavior as a function of parametric variation of number of choices.
Psychological Science, 18(5), 369-370. d oi:10.1111 /j. l 467-9280.2007.01906.x
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In consideration of the transition between providers, Lincoln was highly rated for its
communication plan customized for Placer employees and retirees, including an enrollment guide,
brochures, employee meetings, and a robust conversion website that provides a hub for transition
information. Contemporary contract terms, dedicated implementation staff, and Lincoln's
proposed Plan Document Day were some of the additional reasons the Deferred Compensation
Committee recommends Lincoln to be the County's provider.
If approved, Human Resources Department staff and the Deferred Compensation Committee will
work closely with Lincoln Financial to establish a program that serves to lower fees wherever
possible and simplify the investment line-up. Once established, efforts will be undertaken to inform
and educate both active employee participants and retirees to ensure a smooth transition of
benefit provider services.
FISCAL IMPACT

Lincoln had the lowest plan participant fees, and plan participant fees cover all plan costs.
Therefore, there is no cost to the County for the new plan, outside of contract and plan
administration which is expected to be reduced due to consolidation into one plan.

ATTACHMENTS
Attachment 1 - Fee Expense Summary
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FEE EXPENSE SUMMARY-ATTACHMENT 1

INVESTMENT CATEGORY

1

Lincoln

2

CalPERS

3

Mass Mutual

4

Stable Value/Fixed Income

0.06% - 0.07%

0.45%

0.00%

Bond

0.10%- 0.45%

0.40%- 0.45%

0.52% - 1.07%

Small Cap

0.52% - 0.69%

n/a

0.40% - 1.31%

0.08%

0.41%

0.40% -1.02%

Large Cap

0.05% - 0.62%

n/a

0.35% - 1.35%

International/Global

0.09% - 0.88%

0.46%

0.76% - 1.31%

0.12%

0.55%

n/ a

0.11% - 0.71%

0.42% - 0.44%

0.81% - 1.20%

Mid Cap

Real Asset Fund
Target Retirement
1

Rates are Asset Based Fees. Ranges noted when multiple investments are offered.

2

Source: Pricing Summary, Investment Guide, Morningstar Standard Lineups (Preset line-up)
not including additional fees for fiduciary services

3

Source: Performance Information Report for period ended January 31, 2018

4

Source: Fund Level Fees for the period ending February 28, 2018
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