RFI26-002 PA 529 Plan and CSA Program and Investment Management Services

Questions & Responses

The following are clarifying questions received by the Issuing Office, Treasury Responses are in blue.

1.

| see the department has an estimated timeframe for finalist selections/negotiations. Is there also
an estimated solicitation release date?
This procurement will be obtained through the sole source process.

Is there an estimated total contract value for this potential solicitation?
No

Lastly, is there a current vendor providing this service? If so, could you please provide the current
contract documents/information?
Current vendor contracts are attached.

The RFI states the following with regard to Keystone Scholars: “[Recordkeeper will provide a
recordkeeping system for Keystone Scholars that allows for full interactivity with the GSP
recordkeeping system to ensure accuracy on both the omnibus and individual account levels. “

Are the listed 915,841 accounts active or a mix of active/dormant? Can the State provide a rough
breakdown of statuses?

Keystone Scholars is a universal children’s savings account program, meaning that there is no
“opt-in” requirement. As such, all accounts are considered active. That said, they are not active in
the same sense as a 529 account is. Keystone Scholars account owners cannot, for example,
make contributions or change investment options.

Although there is no owner-initiated activity on a Keystone Scholars account until the beneficiary
is ready to use the funds to pay for qualified higher education expenses, there are annual tuition
rate increases and there may be additional targeted deposits from third parties.

Is the State expecting the Recordkeeper to send the initial communication with instructions, or is
this a function of the Treasury?

Treasury expects that the successful respondent will send the initial communication but is open
to discussing alternative solutions.

Does the state prepare and distribute financial statements to the account holders or will that be
the responsibility of the Recordkeeper?

Treasury expects that the successful respondent will electronically send an account statement to
account owners who have claimed their Keystone Scholars accounts (approximately 12%) at the
five-year anniversary of claiming but is open to discussing alternative solutions.



Beyond the initial mailing and online account access / linking to GSP accounts, are there other
required communications or servicing expectations?

Yes, Treasury expects the successful respondent to send a series of communications to Keystone
Scholars account owners at various intervals, e.g. first birthday, start of kindergarten, etc.
Treasury and the successful respondent will collaborate on the specifics of this communication
plan.

Clarifying questions for Customer (i.e. participant) Support:

Please confirm whether the State intends to provide customer support services, including Call
Center and Email support, or if the State intends for the Recordkeeper to assume these
responsibilities. Please identify any other customer service function if applicable.

Treasury will continue to maintain call center operations and email support.

To help ensure respondents address the requirement in “Qualifications and Scope of Work”,
Section B. on page 10 of the RFl: “ Allows for interconnectivity between the different types of
accounts”, would PA 529 be willing to provide additional clarity regarding this requirement?

This refers to the ability for an account owner to view all accounts that they may have (GSP, IP,
Keystone Scholars, 530A accounts, if applicable) in one place without requiring additional logins.

To help ensure respondents address the requirement in “Qualifications and Scope of Work”,
Section B. on page 10 of the RFl: “ Provides a process by which legal documents are reviewed for
accuracy.”, would PA 529 be willing to provide additional clarity regarding this requirement as
typically non-standard legal documents are reviewed by associates with the appropriate level of
expertise.

Non-standard legal documents, i.e., those documents that are not structured as a form created
by the successful respondent in collaboration with Treasury must be reviewed by Treasury. A

process to pass these cases on to Treasury in an efficient, secure way must be developed.

Regarding “Qualifications and Scope of Work” , Section B. on page 11 of the RFI: Is the vendor
required to provide an annual audit for both the IP and the GSP or just for the IP?

An audit is required for both the GSP and the IP.

To help ensure respondents address the requirement in “Qualifications and Scope of Work”,
Section B. on page 11 of the RFl: “ Draft PA 529 Disclosure Statements subject to PA 529’s
review.”, would Treasury please clarify whether the vendor would also be required to print and
deliver the Disclosure Statements for each of IP and GSP?



10.

11.

12.

13.

Yes, the successful respondent would be required to print and deliver disclosure statements and
supplements to the disclosure statements for the GSP and IP.

To help ensure respondents address the requirement in “Qualifications and Scope of Work”,
Section F. on page 17 of the RFl: “ Support any litigation, including administrative and state court
appeals, related to issues including but not limited to administrative and investment services
related to PA 529 and Keystone Scholars”, would PA 529 please clarify what is meant by
“support”?

Support refers to providing any documents, records, testimony, etc., in support of litigation.

Under "Purpose", on page 4 of the RFI, PA is requesting the administration, recordkeeping and/or
account data aggregations for Section 530A Trump Accounts; however, they are not included
within the Scope of Work (page 8). Could PA clarify if service and support for these accounts are
in scope?

Trump accounts are included in Qualifications and Scope of Work in Section III.B. Administrative
and Recordkeeping Services.

What are PA 529's expectations with respect to open architecture? (% of AUM, glidepath,
standalone portfolios, etc.). Please provide any specific funds or asset classes that are expected to
be used. Does Treasury have particular reporting needs or expectations for non-proprietary
products?

Treasury does not have specific expectations of open architecture at this time, yet prefers the
flexibility to offer non-proprietary funds/strategies in the future. Treasury would like to see the
respondents proposed lineup and proposed structure of an open architecture versus a closed
architecture alternative.

If PA 529 requests future additions to the investment lineup, what categories of products are
under consideration (for example active strategies, ESG strategies, alternative investments,
private markets, crypto-related products, stable value products, money market products, or other
specialty strategies)? Are there investment policy or operational guardrails PA 529 anticipates
applying to such requests?

Treasury isn’t currently considering additions to the investment lineup. Any such requests in the
future must be in compliance with Treasury’s current Investment Policy Statements, would be
evaluated in conjunction with the selected respondent, Treasury’s General Investment
Consultant, Treasury’s CIO and internal investment and legal offices, and approved by the State



14.

15.

16.

Treasurer. Any requests for future additions, while not anticipated at this time, would likely not
affect target date or risk based strategies, e.g. would be standalone funds.

If PA 529 requests inclusion of specific underlying funds, managers, or investment options, what
level of flexibility is expected from the selected investment manager? Would PA 529 expect any
requested option that satisfies stated investment and operational criteria to be incorporated
regardless of the investment manager's proprietary lineup?

See response to #12 and #13. Treasury understands that deviations from a proprietary lineup
may affect the respondent’s revenue model. Respondents are welcome to propose an investment
lineup and specify a degree of flexibility to accommodate future needs of the plan. Any requests
by Treasury would be made in the best interests of plan participants.

Does PA 529 expect a true discretionary outsourced ClO/investment fiduciary model, or will PA
529 retain ultimate approval authority?

Treasury would retain ultimate approval authority. See response to #13.

For Question C.7, is PA 529 seeking:
an explanation of the methodology used to calculate portfolio NAVs,
operational capabilities for processing transactions on non-NYSE business days,
or both?

Respondents should include both an explanation of methodology used to calculate portfolio
NAVs (including target date/risk based/multi-fund strategies) and how such calculations would
be affected on dates when markets are closed, but banks are open to accept contributions.

To help ensure respondents address Question 18 as intended, would PA 529 be willing to provide
additional context regarding the phrase "without funds directly leaving the program" and share
examples of the fee credit or incentive scenarios being contemplated? For example, is PA 529
referring to Keystone Scholars awards, matching contributions, or other program-sponsored
incentives credited directly to participant accounts?

If Treasury were to decide to issue a bonus contribution to GSP account owners, would the
respondent be able to credit each GSP account with the bonus contribution without requiring
Treasury to transfer funds to the respondent, given that GSP assets are managed entirely by
Treasury?
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18.

19.

20.

21.

22.

To help ensure respondents address Question 21 consistently, would PA 529 be willing to clarify
whether "third-party view-only account access" refers to access granted by an account owner to
another individual or entity (e.g., a financial advisor, family member, attorney, or other
authorized person), or to view-only access for the Commonwealth, program staff, or other
program administrators?

This refers to access granted by an account owner to another individual or entity. Since Treasury
will continue to manage the call center and email responses, its staff will require more than read-
only access.

In evaluating proposed capital preservation or principal protection solutions, would PA 529
consider the use of insurance company funding agreements or similar structures? If so, may
respondents propose arrangements that generate program-level economic benefits that could be
used to offset all or a portion of program administrative or management costs?

Yes. The IP and ABLE program currently offer stable value options.

Submission instructions request the return of Appendix D as a cover sheet, but no Appendix D
was provided. Can this be provided?

Appendix D was provided as an attachment in a separate email immediately following the release
and posted on Treasury’s website. For your convenience, we have attached Appendix D again to
this email.

For the IP, can you please provide a list of assets and number of accounts by portfolio?
Please see the attached spreadsheet.

For the IP, can you provide a list and Assets for each of the underlying securities?
Please see the attached document.

In Section V, Pricing Approach and Estimated Costs, it appears there is only a section to propose
fees for the Investment Plan. Do you want respondents to propose fees for the administration of
the GSP as well?

While the chart refers to IP pricing, the statement above requires that respondents must list all
proposed fees for all services set forth in the RFI.



23. Please provide the following processing statics broken out by month for the last 12 months:
Manual processing transactions (by volume)
o Email correspondence
o Purchases via check
o Exchanges
o Redemption
o Rollovers, in & out
o Transfers, beneficiary to beneficiary
o Maintenance
o0 New Accounts

Please see the attached document.

24. Would the state be open to an administrator supporting all three pools with recordkeeping
services, without the investment management component? i.e. is there a willingness to contract
with the recordkeeper and investment manager separately?

No.



