


[bookmark: _GoBack]3.5	Specifications
The Offeror shall provide the following information about your organization, business and investment philosophy, investment process and performance that shall include, but may not be limited to the following:
A. Organization
1. Organizational Background
a. Firm Identification that shall include, but may not be limited to, the following:

1) Name of Firm;

2) Type of Firm;

3) Headquarters Address; and

4) Address of Servicing Office.
b. Primary Contact Identification that shall include, but may not be limited to, the following:

1) Name;

2) Title;

3) Telephone Number; and

4) E-Mail address.
c. Please provide the names of your legal/accounting advisors and audit firm.
d. History and Structure that shall include, but may not be limited to, the following:

1) Year founded;

2) Please describe your organizational structure and provide an organizational chart of the corporation (holding company and subsidiaries);

3) Number of owners and distribution of ownership;



4) Relationship of owners to firm;

5) Please describe the history of your firm (including any prior working experiences the founders and/or key investment personnel may have had together);

6) Please explain any previous changes to your organizational structure and/or distribution of ownership;

7) Please describe any anticipated changes to your organizational structure and the reason(s) for those changes;

8) Please list any affiliate companies;

9) Does the Firm engage in any major business other than asset management? If yes, please explain;

10) Please provide a name of all products managed by the firm along with a brief description; and

11) Do the principals responsible for managing the portfolio have any other portfolio management responsibilities that will create conflicts or require substantial amounts of professional time?
e. Please provide an organizational chart that breaks down your firm’s employees by function, as applicable, (i.e., investment committee, manager research, manager sourcing, sector specialization, operational and back office due diligence, legal and regulatory due diligence, IT, marketing, etc.).
f. Please list any investment professionals who have joined or left the firm during the last 5 years (include name, title, role, and dates).  For those who have left the firm, please include the circumstances for their departure (i.e., termination, resignation, retirement).  What percentage of your entire staff does this represent?






Table 1

	STAFFING

	
	2012
	2013
	2014

	
	Total
	Gained
	Lost
	Total
	Gained
	Lost
	Total
	Gained
	Lost

	PM’s 
	
	
	
	
	
	
	
	
	

	Analysts 
	
	
	
	
	
	
	
	
	

	Marketing/Sales
	
	
	
	
	
	
	
	
	

	Client Service
	
	
	
	
	
	
	
	
	

	Risk Management
	
	
	
	
	
	
	
	
	

	Other
	
	
	
	
	
	
	
	
	

	STAFFING

	
	2015
	2016
	Q1 2017

	
	Total
	Gained
	Lost
	Total
	Gained
	Lost
	Total
	Gained
	Lost

	PM’s 
	
	
	
	
	
	
	
	
	

	Analysts 
	
	
	
	
	
	
	
	
	

	Marketing/Sales
	
	
	
	
	
	
	
	
	

	Client Service
	
	
	
	
	
	
	
	
	

	Risk Management
	
	
	
	
	
	
	
	
	

	Other
	
	
	
	
	
	
	
	
	


g. Name of Chief Executive Officer and Chief Investment Officer.
h. Is the firm registered as an investment advisor with the SEC?  If yes, please include a copy of the ADV.
i. Please list any other applicable regulatory authorities
j. Has the SEC ever audited your firm?  Has your firm, principals or employees ever been sanctioned by the SEC?  If yes explain.
k. Fund structure:  List names of products and strategy for each product, including the target return/standard deviation for each product.
l. Do you have a master feeder structure?
m. Are your funds 3c1, 3c7? 

n. Do you have any Registered Investment Company structures (RICs). 
o. Are any of your funds exchanges listed?  If so, where?
p. Does your firm qualify as an investment manager under §3(38) of ERISA?
q. Will your firm accept fiduciary responsibility for the assets committed to its discretion?
r. In the case of the vehicle for the proposed product, would this vehicle be able to accept ERISA assets?
s. Is the firm a Qualified Professional Asset Manager (QPAM)?
t. Has the firm, its parent organization, subsidiaries, affiliates or any key personnel been subject to any litigation or legal proceedings related to investment operations during the past five years?  If yes, please explain.
u. Please indicate the face amount of insurance that the firm carries with respect to:
1) Errors and omissions;
2) Fiduciary liability; and
3) Fidelity bonding.
v. Are any arrangements maintained whereby your firm or any individual within the firm pays referral fees, finders fees, soft dollars or other similar consideration or benefits to consultants, brokers or any other third party?  If yes, please explain.
w. Please disclose any potential conflicts of interest and how they can be addressed and avoided (i.e. affiliation with broker/dealers, investment banks, etc.).
x. Please indicate if any senior personnel during the past 10 years have been subject to (i) any action, proceeding or governmental regulatory or self-regulatory investigation that claimed or alleged fraud, misrepresentation or violation of any federal, state, or securities law, rule or regulation (including the rules or regulations of any self-regulatory organization), or violation of any law listed in section 411(a) of ERISA (ii) any settlement of consents, or (iii) sanctions or threatened sanctions by any legal, regulator, or administrative organization, including any self-regulatory agency.
2. Breakdown of Assets and Accounts
a. Please provide the following information on the TOTAL assets under management ($) for your organization:
Table 2

	Category
	2011 ($)
	2012 ($)
	2013 ($)
	2014 ($)
	2015 ($)
	2016 ($)

	Tax-Exempt
	
	
	
	
	
	

	Taxable
	
	
	
	
	
	

	Other
	
	
	
	
	
	

	Total
	
	
	
	
	
	



b. Please provide the following information on the TAXABLE and TAX-EXEMPT assets under management ($):
Table 3A

	Asset Class
	2011 ($)
	2012 ($)
	2013 ($)
	2014 ($)
	2015 ($)
	2016 ($)

	Equity
	
	
	
	
	
	

	Fixed Income
	
	
	
	
	
	

	Commodities
	
	
	
	
	
	

	Currencies
	
	
	
	
	
	

	Hedge Funds
	
	
	
	
	
	

	Total
	
	
	
	
	
	



For the proposed product: Please adjust the sub-asset class headings as needed and define any new asset class inputted.
Table 3B

	Sub-Asset Class
	2011 ($)
	2012 ($)
	2013 ($)
	2014 ($)
	2015 ($)
	2016 ($)

	Fixed Income Sub-Asset:
	
	
	
	
	
	

	  Corporate Credit 
	
	
	
	
	
	

	  Structured Credit
	
	
	
	
	
	

	  EMD
	
	
	
	
	
	

	Equity Sub-Asset:
	
	
	
	
	
	

	Etc.  
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Total:
	
	
	
	
	
	



c. Client Make up:

1) Please provide the following information on the TAX-EXEMPT assets under management ($):
Table 4

	Firm-wide 
Tax-Exempt Assets
	2011
	2012
	2013
	2014
	2015
	2016

	
	#
	$
	#
	$
	#
	$
	#
	$
	#
	$
	#
	$

	Taft-Hartley
	
	
	
	
	
	
	
	
	
	
	
	

	Public
	
	
	
	
	
	
	
	
	
	
	
	

	Corporate
	
	
	
	
	
	
	
	
	
	
	
	

	Endowment/Foundation
	
	
	
	
	
	
	
	
	
	
	
	

	Fund of Funds
	
	
	
	
	
	
	
	
	
	
	
	

	Other
	
	
	
	
	
	
	
	
	
	
	
	

	Total
	
	
	
	
	
	
	
	
	
	
	
	



2) What is the approximate annual client turnover?

3) Note the five largest clients by AUM size.

4) How much of your assets under management are from your principals and employees?
d. Please list the number of TAX-EXEMPT accounts (#) and assets ($) gained/lost over the past 5 years for the PROPOSED PRODUCT:




Table 5
	
	Gained
	Lost

	
	#
	$
	#
	$

	Q1 2017
	
	
	
	

	2016
	
	
	
	

	2015
	
	
	
	

	2014
	
	
	
	

	2003
	
	
	
	

	2012
	
	
	
	


e. For the PROPOSED PRODUCT, please provide the following breakdown:
Table 6
	Proposed Product
	2011 ($)
	2012 ($)
	2013 ($)
	2014 ($)
	2015 ($)
	2016 ($)

	Separately Managed
	
	
	
	
	
	

	Commingled
	
	
	
	
	
	

	Mutual Fund
	
	
	
	
	
	

	Other
	
	
	
	
	
	

	Total
	
	
	
	
	
	


f. Does the firm/employees have any assets invested in the Fund?  Explain in detail the financial commitment of the firm to this vehicle.
g. Please discuss the growth of the firm including projected growth of employees and target growth of assets, client relationships and a timeline with regards to these goals.
h. What is the optimal asset size the firm can manage without changing the investment philosophy or process?  Be sure to discuss:
1) How did the firm come to this conclusion? 
2) How is the firm planning to control the growth in new assets?
3) How is the firm planning to control the growth in the number of new accounts?

3. Investment Team
a. Please complete the table below for all investment professionals responsible for managing the proposed product:
	
Table 7

	Name
	Title, Role
	Years in role
	Years working on product
	Years with firm
	Works solely on product? (Y/N)
	Other products worked on
	Role in other products worked on

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	



b. For the investment professionals listed above, please provide short biographies, including past work experience, years of total investment experience, and degrees and professional designations.  Who is the person heading the team, or portfolio manager primarily responsible for the proposed product?
c. Who is responsible for generating new ideas?  Who is responsible for monitoring current names in the portfolio?  If an investment professional(s) does both, approximately what percentage of his/her time is spent on each?
d. Are responsibilities broken down by sector, sub-sector, strategy, fundamental/quantitative analysis, etc.?  If so, list each investment professional’s main area of responsibility.  Please detail how each investment professional is qualified to evaluate the sector, sub-sector or strategy covered. 
e. Who is ultimately responsible for buy decisions?  If team based, do certain members have “veto power”?
f. Who is ultimately responsible for sell decisions?  If team based, do certain members have “veto power”?

g. Who is responsible for ensuring that the portfolio is in compliance with internal and client guidelines?
h. Other than those named above, who else would work on the proposed product, and in what capacity?
i. What measures are in place to minimize the turnover of investment professionals?  For each investment professional listed in question 2, please provide the details of any employment contracts or compensation incentives.
j. To what extent are the investments professionals listed in question 2 investing personal wealth in the proposed product.  Please describe whether these investments are voluntary or involuntary and how the frequency and amount of contributions are determined.
k. Please provide a list of all hedge funds, funds of hedge funds, registered investment companies and private investment vehicles with which the firm’s senior investment personnel have been affiliated since January 1, 2006.  Please provide performance data for all such funds and companies.  Have any portfolio funds been terminated (or closed to investors) due to poor performance (e.g., loss carryforwards, or failure to achieve high water marks)?
B. Investment Philosophy/Process
1. Investment Structure
Please briefly answer the following:
a. What is the name of the proposed fund?
b. What is the fund’s inception date?
c. What is the fund’s current size ($M)?
d. What is the fund’s overall capacity?
e. Please provide a brief overview of the legal structure of the fund.
f. What is the minimum investment for the fund? 
g. How often can contributions be made to the fund?
h. Please explain the withdrawal options for clients in detail. How often can withdrawals be made?  What conditions or limitations are there on any withdrawals?  Is there a delayed payment of withdrawals? Is there a lock-up period?  Are there restrictions on the withdrawal of general partners’ investments?
i. Does the fund take ERISA assets?
j. Are there any capacity constraints for ERISA assets?  If so, please define.
k. Will this investment generate any UBTI?  Please explain in detail.
l. Is the fund eligible for tax-exempt clients?
m. Is it possible that cashouts to the client upon withdrawal would ever be in a form other than cash?
n. Will the client be given an opportunity to withdraw its investment immediately (i.e., without waiting for monthly, quarterly or year-end reports or withdrawal dates) if there are serious negative changes in investment performance (such as sharp losses), modifications in investment strategy or style, changes in key investment personnel, changes in key underlying managers, withdrawal of assets by the sponsor or senior personnel, or upon the occurrence of any other material adverse event?
o. What amount and percentage of the proposed product is expected to be comprised of ERISA investments?  Apart from ERISA funds, what percentage of the investors are high net worth individuals and what percentage are institutions? Discuss the amounts invested in the fund of funds by the sponsor and senior investment personnel.
2. Investment Philosophy and Process
a. Please provide a copy of the Offering Memorandum and Subscription Agreement for the proposed product. 
b. Briefly describe (in one page or less) your investment philosophy, strategy, process, and procedures for portfolio construction and risk control, that shall include, but may not be limited to, the following:
1) What is your philosophy for choosing securities?
2) In what types of strategies do you invest? 
3) What types of investment characteristics do you seek, and what types do you absolutely avoid?
4) Qualitative and quantitative securities evaluation processes?
5) What is your securities selection value added?
c. What is the fund’s target return?
 
d. What is the fund’s target volatility? 
e. What is the fund’s benchmark and why?
f. What is the average number of positions in the portfolio?
g. To what extent is your product’s investment process top-down or bottom-up oriented?  Please explain and provide the following:
Table 8

	Contribution to Process
	Contribution %

	Bottom up
	%

	Top Down
	%

	Total
	100%


h. If applicable:  For the proposed product, please provide the expected contribution (%) to total alpha from each of the following factors:
Table 9
	Sources of Alpha
	Contribution %

	Security Selection
	%

	Sector Selection
	%

	Yield Curve
	%

	Duration
	

	Etc.
	%

	Total
	100%


i. How does your firm measure and control the following factors:
1) Credit/Default Risk;
2) Event Risk;
3) Tracking Error Risk;
4) Yield Curve/Interest Rate Risk;
5) Call ability; and
6) Other (Please specify).

j. Security selection:  What universe are securities selected from? What pricing sources are used for these securities?
k. To what extent do you depend on third-party, consultative (forensic accountants, private investigators, etc.) or “Street” research
l. Do you employ any sub-managers to whom you allocate capital.  If so, who, in what amounts, and what are your redemption rights?
m. Please describe your buy and sell criteria.
n. What is the average length of holding period for an investment idea
o. What are the reasons that you terminate an investment idea?
p. Please describe your firm’s trading capabilities.
q. Portfolio limits:  What steps does your firm take to ensure that the portfolio will be sufficiently diversified?  Please describe any limits on the value of holdings in an individual sector, strategy, issue and credit rating.
r. Provide 2-3 sample securities trades depicting the strategy employed, and your research or other value added
s. Please describe what environment and market conditions would favor the product’s strategy.  Why do you believe that your strategy will be successful going forward?  Please provide research or evidence to support your belief.
C. Please provide the following for the proposed product.  If more appropriate, please attach a detailed historical monthly or quarterly asset allocation since inception of the product.  See Attachment 3 – OHA Hedge Search Data Appendix.
1. Portfolio Construction, Monitoring and Risk Control
a. Describe your portfolio construction philosophy.
b. What is your portfolio construction value added?
c. To what extent do you attempt to manage the portfolio for market neutrality or directionality?
d. Please provide a pie chart that describes the hedge fund strategy allocations across your products.
e. Are there any hedged strategies in which you do not invest?  If so, why?

f. How is risk defined and measured? 
g. How is currency exposure managed?
h. Do you employ derivatives?  Do you use them as a primary investment vehicle for generating returns?  If so, please describe, including any firm policy limiting the use of derivatives.  Do you employ models to calculate the fair value of derivatives?
i. If derivatives are used to hedge risk in the portfolio, how is the effectiveness of hedging activity evaluated?  What procedures are in place to ensure that the hedge is unwound when the underlying investment is sold?
j. How do you define leverage?  To what extent is leverage utilized? What are the leverage caps?  Explain how you calculate and control leverage in the presence of derivatives.
Provide current cash and notional leverage as of the most recent quarter, and how has this ranged since inception?
k. Please describe how your firm manages illiquidity risk within the proposed product and the strategy for managing the portfolio during a key illiquidity event or a prolonged period of illiquidity.

l. Who authorizes margin and collateral movement for financing and derivative activity?
m. Please describe how hedging techniques (through the use of derivative or other instruments) are utilized to control risk in the portfolio.

n. Summarize the investment guidelines by which your fund operates:

1) What are the strategy or sector limitations?

2) What are the security weighting limitations?

3) What are the maximum leverage guidelines and why? How does the fund insure that unauthorized leverage is not utilized?

4) Is the fund limited to specializing in only specific types of investments/strategies?

5) What other guidelines and limitations are used to ensure proper diversification of the fund?
o. What controls (or other mechanisms) are in place at both the fund and underlying manager level to prevent (i) potential conflicts of interest and (ii) potential violations of the ERISA “plan asset” rules (i.e., by exceeding the 25% limit if the general partner will not serve as an ERISA fiduciary)?
p. Please provide firms and amounts that provide your cash leverage, and if you have any term leverage please identify counterparty, amount and term.
q. What is the current notional credit default swap exposure for each of your funds and across your firm in total?
r. Do you currently have “side pocket” investments or the ability to create them?
s. Do you have internal and external auditors that test your compliance with guidelines?
t. Do you have any investment in illiquid or private securities?  If so, what percent of your portfolio do they represent and what kind of investments (industries, securities types, liquidity features) are they?
u. Re-weighting mechanics:  What are the qualitative and quantitative factors and processes that contribute to your re-weighting among securities and strategies in your portfolios?
v. Please describe an investment environment or situation where this product would not be successful.  Please provide an actual or hypothetical example.
w. Are there investments or other risks disclosed in the investment documentation that should be brought to the client’s attention, or otherwise highlighted?
x. Please provide a sample portfolio as of the most recent quarter for the proposed product that shall include, but may not be limited to, the following:
1) Sub-Strategy breakdown (if applicable);
2) Sub-Sector breakdown;
3) Current Long/Short/Net/Gross Exposure; and
4) Current number of positions in the portfolio.
y. Risk Management:
1) What are the roles and responsibilities of your key risk management, trading and back office personnel?
2) Fraud Protection:  Describe the due diligence procedures that you conduct in the evaluation of your own employees.
3) What are your securities pricing policies?
4) What are the parameters you use for managing risk, as it pertains to:  leverage, holding illiquid securities, derivatives, trading procedures, money handling, fraud risk, counter party risk, and regulation?
z. Investment protection against long-tailed risks
1) What are the key portfolio risks that you evaluate to avoid large losses?
2) Please describe your stress testing techniques.
3) What are the key considerations in the construction of the portfolios for your products that are used to avoid losses?
4) What systems do you use for risk management?
5) Please provide a current sample risk report for each of your funds.
6) Please provide a current security-level portfolio for each fund.
7) What degree of risk-level or security-level transparency do you receive provide to your investors and with what frequency?
aa. Trading
1) Please describe the process you conduct to enter, execute, settle and reconcile a trade?
2) What is the average annual portfolio turnover?
3) What amount do you spend annually in commissions? 
4) What is the average commission rate that you pay?
5) Do you have any soft dollar or other fee sharing arrangements in place, other than your stated fund fees? 
D. Performance
1. Investment Performance
a. Please provide net of fees, time-weighted quarterly rates of return for the proposed fixed income product.  Please specify your methodology for constructing the composite and include the number of accounts and total market value.


Table 10

	
	Quarter ending

	
	3/31
	6/30
	9/30
	12/31
	Annual

	1997
1998
1999
2000
2001
2002
2003
2004 
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
	
	
	
	
	


b. Please indicate whether these performance results are presented in accordance with Global Investment Performance Standards (hereinafter “GIPS”).  If so, have they been verified by an independent party?  If not, provide complete disclosure of all areas of non-compliance. In addition, include with your proposal an Independent Audit Certification of submitted performance results if available.
c. Please supply the following information with respect to the performance figures supplied above:
1) What percentage of the total assets in the product does the composite represent?
2) What was the performance of the best and worst performing accounts in the composite over 1, 3, 5 and 10 years?




Table 11

	
	Best
	Worst

	1 year
3 years
5 years
10 years
	%
%
%
%
	%
%
%
%


2. Client Service and Reporting
a. Would you be willing to prepare the following reporting to clients:
1) Monthly:  Verification of market value (reconciliation with master custodial bank), verification of performance (reconciliation with master custodial bank)
2) Quarterly:  Investment performance vs. benchmark, rationale for performance results, portfolio characteristics vs. benchmark, market outlook (narrative)
3) Anytime:  Changes in product, changes in management/ownership, company news/announcements, claims or investigations, any material adverse event
b. How often does the firm conduct client presentations for performance updates?

c. What information will you provide regularly to the investment consultant and the client about the holdings in the fund?  Will all such reports be sufficiently clear to allow Segal Rogerscasey and the client to properly monitor the fund?  How frequently will they be furnished (monthly? quarterly?  Sooner, in the case of a materially adverse event?).

d. Will the independent auditors of the fund be willing to address their report to the client, and include within their audited report a reconciliation of the client’s individual capital account?

e. Does the client have the right to contest the valuations used, and to have reasonable access to the books and records of the fund of funds?
E. Fees
1. Investment Vehicle and Fees

a. Is your firm able to manage assets under the terms of ERISA and will your firm be willing to accept fiduciary responsibility for these assets?  In the case of a commingled vehicle for the proposed product, would this commingled fund be able to accept ERISA assets?
b. Please list ALL of the investment vehicle(s) that are available for the PROPOSED PRODUCT (e.g., mutual fund, commingled fund, or separately managed account).
c. Which vehicle are you proposing for this account?
d. Please list the minimum account size and provide the fee schedule for the proposed product/vehicle.  Include any hurdle rate, incentive/performance based fee, entry/exit fee, insurance fee, or high watermark applicable.
e. Please list the minimum account size and provide the fee schedules for the other vehicles available for this product.
f. What are your initial investment lock-up requirements and early liquidity penalties?
g. Thereafter, how often do you provide investors with liquidity windows and with what kind of advance notice?
h. What are your gating provisions?
i. At what level of assets do you plan on closing this product?  Please explain any differences in expected closing levels between the various vehicles available for this product.
j. Does the commingled fund or mutual fund participate in securities lending?  If yes, please respond to the following questions that shall include, but may not be limited to, the following:

1) General
a) Does the commingled fund or mutual fund participate in securities lending? 
b) Does the investment manager have the ability to suspend securities lending activities?
c) Does the investment manager have the ability to modify the current securities lending agreement?
d) At what amount or percentage is the securities lending capped? 
e) What risk controls are in place to govern and monitor securities lending? 
f) Are there any securities in the portfolio exempt from the securities lending program? 
g) For clients looking to transition assets from one manager to another, what is the process for ensuring securities are returned prior to transition?

2) Collateral

a) Please identify the nature of collateral currently permitted under the securities lending agreement.
b) What risk controls and investment guidelines govern the collateral pool? 
c) In the last five years, have you undertaken a review of, or made any changes to, the list of collateral permitted under the agreement?
d) If non-cash collateral is allowed, what forms of securities are acceptable as collateral? Does the investment manager have the ability to restrict the form of acceptable collateral?




END OF SECTION
Scope of Work and Specifications	1	RFP NO. HFM 2017-12
Scope of Work and Specifications	1	RFP NO. HFM 2017-12


