SECTION C – STATEMENT/DESCRIPTION OF WORK

C.1.  INTRODUCTION  
a. The Federal Retirement Thrift Investment Board (Board) administers the Thrift Savings Plan (TSP) for Federal employees.  The TSP was created by the Federal Employees’ Retirement System Act of 1986, codified primarily at 5 U.S.C § 8351 and §§ 8401-8479.  The TSP is a retirement savings and investment plan for Federal civilian employees and members of the uniformed services that offers its participants the same type of savings and tax benefits that are offered under private sector 401(k) plans.  As of March 30, 2004, there were almost 3.3 million participants in the TSP, located in the United States and around the world, and TSP Fund balances totaled approximately $134 billion.

b. Currently, TSP participants may invest their accounts among five investment funds: the Government Securities Investment (G) Fund, the Fixed Income Index Investment (F) Fund, the Common Stock Index (C) Fund, the Small Capitalization Stock Index Investment (S) Fund, and the International Stock Index Investment (I) Fund.  The G Fund is invested in non-marketable U.S. Treasury securities, and the remaining funds are invested in index funds which track the Lehman Brothers U.S. Aggregate Index, S&P 500 Index, Wilshire 4500 Stock Index, and EAFE Stock Index, respectively.  

c. The Agency’s research shows that many TSP participants are not taking advantage of their ability to allocate their accounts among the investment funds and are not achieving optimal returns for the risk they incur.  Therefore, the Board has decided to establish a number of target asset allocation funds with allocations that change over time as a participant’s investment horizon approaches (these are referred to in this RFP as “lifecycle funds”).  These funds will offer professionally allocated portfolios to TSP participants.  The TSP lifecycle funds will be entirely invested in combinations of the five funds currently offered by the TSP.  

d. This RFP contains two lots.  Lot 1 seeks the services of a vendor to assist the Agency in various tasks related to the establishment and maintenance of target asset allocation models for lifecycle funds.  Lot 2 seeks the services of a consultant to develop a strategy and related materials and products for communicating the rollout of the lifecycle funds.  Contractors may respond to either Lot 1 or Lot 2 or to both lots.  
e. The Agency will require the work on both Lot 1 and Lot 2 to be completed by May 1, 2005, to allow the lifecycle funds to be introduced in mid-2005.
C.2.  WORK TO BE PERFORMED
Lot 1:

a.
The contractor must review plan demographics and provide written recommendations describing an appropriate structure for lifecycle funds for the TSP.  The recommendations shall address at least the following issues: 

1) the appropriate number of lifecycle funds required to cover TSP participants of all age groups (it is the Agency’s desire to have the fewest number of funds with the broadest feasible time ranges); 

2) the appropriate time horizon of investment for each of the individual lifecycle funds; and 

3) a transition plan for merging the lifecycle funds, as they reach their horizon dates, into a fund designed to provide retirement income and for replacing those lifecycle funds with new funds having more distant time horizons.  

After review of these recommendations, the Agency will make a final determination concerning the number and characteristics of the lifecycle funds it will offer.  

b.   The contractor must provide a written recommendation setting forth the risk and return objectives suitable for each lifecycle fund that the Agency decides to offer.  These risk and return objectives must reflect the investment constraints unique to each of the lifecycle funds (e.g., the investment time horizons and estimated liquidity requirements).

c.   The contractor must recommend comprehensive target asset allocations for the life of each approved lifecycle fund, based on the investment objectives and constraints of each fund and the contractor’s capital market assumptions.

d.   The contractor must recommend a policy with regard to the frequency and method of rebalancing to achieve the target asset allocations.  This recommendation must be provided in writing and must be supported by an analysis and projection of the expected transaction costs associated with the recommended method, taking into account TSP investment experience and expected cash flows.  The analysis must also discuss the merits and drawbacks of alternative rebalancing methods and frequencies.  Based on this analysis, the Agency will select a rebalancing method.

e.   The contractor must provide requirements for implementation of the lifecycle funds, using the selected rebalancing method, within the framework of the TSP’s existing record keeping and accounting systems.  The requirements must include the recommended calculations that are necessary for the day-to-day investment of the funds, periodic rebalancing of the funds, and the calculation of fund share prices.

f.   The contractor must present a final written report of recommendations to the Members of the Board.  The contractor should be prepared to answer any questions or concerns of the Board at that time.  

g.   Option periods.  Lot 1 will have four one-year periods of additional performance, exercisable at the Agency’s option.  In the event that the Agency exercises its option to renew the contract for one of these periods, the contractor must, within 30 days, review the performance of each of the lifecycle funds to date, revise or confirm in writing its recommendations concerning each fund’s risk and return objectives, and revise or confirm in writing the comprehensive target asset allocation schedule for the life of each lifecycle fund.

h.   The contractor’s deliverables for tasks C.2.a. through C.2.e. must be provided in draft form for Agency review and comment, prior to preparation of final versions of each deliverable.  The contractor’s final deliverables must address all of the Agency’s comments.  (See Section F.)

Lot 2:

a.   The contractor must develop an understanding of the characteristics of the TSP, such as its size, its demographic makeup, the worldwide dispersion of participants, and the participants’ different levels of investment understanding.  The contractor must also develop an understanding of the proposed new TSP lifecycle funds.  This will require the contractor to 1) review existing TSP communication materials associated with TSP investments, including written, Web, and ThriftLine (IVR) communications, and the existing participant statements, 2) examine the existing TSP distribution methods for communications (e.g., employing agencies, the TSP Web site, and the ThriftLine), and 3) conduct interviews with Agency staff.  

b.   The contractor must recommend a comprehensive communications strategy for informing and educating the TSP participants about the new lifecycle funds.  The strategy must identify any existing materials requiring revision and must recommend any new communication materials or vehicles.  The strategy must address written and web-based products and participant statements as well as the use of other media (e.g., the ThriftLine, video clips) and must recommend the timing for dissemination of communication materials.  The strategy should present at least two alternative design approaches for the communications.  The strategy must address the efficiency and ease of implementation of the approach, taking into account system requirements and integration factors.  The contractor must consult with the Agency and other Agency contractors as necessary during this process.  The contractor must modify its designs based on Agency comments.  The Agency will make the final decision as to the strategy and design approach to be adopted. 

c.   The contractor must develop, in conjunction with the Agency, a project plan (with relevant milestones, deliverables, and a schedule) for the implementation of the communications strategy.  The schedule must provide adequate time for the Agency to review and comment on deliverables and adequate time for the Agency to produce and distribute them.  (The Agency requires six weeks for printing and distribution of most written materials through the employing offices.)  The Agency will be responsible for the printing and distribution of all written communications materials developed by the contractor.  The Agency will also be responsible for the integration of the new and revised Web screen layouts developed by the contractor with the existing TSP Web site, as well as changes to the ThriftLine.

d.   The contractor must develop communications materials to implement the selected strategy, including new materials and revisions to existing materials and media.  The new and revised materials should include graphics as well as web-based content.  The contractor must consult with the Agency and other Agency contractors as necessary during the development process.  

e.   The contractor must devise a plan for evaluating the effectiveness of the communications program.

f. The contractor’s deliverables must be provided in draft form for Agency review and comment, prior to preparation of final versions of each deliverable.  The contractor’s final deliverables must address all of the Agency’s comments.  (See Section F.)
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