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A Model Two-Step Process

Note on word usage in the request for proposals:
To make the RFPs applicable for sending to a consulting firm or an asset manager, the word “firm” refers to either of the above.
The word “recommend,” when applicable to a discretionary consultant, should be interpreted to mean “use,” as a discretionary consultant acts rather than recommends.
STEP ONE
Organization and Background
1. With which regulatory agencies are you licensed or registered?
2. Briefly describe your firm and the year it was founded. Please append a copy of your firm’s standard marketing brochure.
It is helpful to review this brochure in the context of the firm’s responses to this RFP.
3. Describe the ownership structure of the firm with specific detail regarding the company, affiliates, etc. Provide the names of the individuals who possess ownership, including their position in the firm, along with their percentage ownership and other business interests. Please discuss any material changes over the past five years, as well as any negotiations by the firm for a change in ownership regardless of whether it was consummated.
Who owns the firm is important. The most advantageous ownership is by the firm’s investment professionals, especially if ownership is shared among a group of them, as they are more likely to be focused on the firm’s long-term success, leading to a stable staff. When other owners are involved, questions can be raised about competing interests.
4. Do you anticipate any change in ownership over the next 12 months?
A change in ownership can be disruptive, leading to staff turnover. Conflicts can emerge from the new owners looking for synergies or changing the firm’s business model.
5. 
What lines of business are your firm and each affiliate engaged in? Does your firm or an affiliate offer any investment products?
If there’s a parent company, we need to know what other kinds of business other affiliates are engaged in. Could their businesses have an impact on the firm’s consulting business?
6. Provide the number of clients and assets under management (AUM) among your firm’s client base by discretion, partial discretion, and non-discretionary services. How has that changed over the last five years?  Use Diagram 2 as a guide.
Depending on  our  interests,  it  is  important  to  know  if a consultant’s primary business is discretionary or non- discretionary?
A large firm is likely to have a deeper staff but may tend    to consider only larger investment managers that it can use across its many clients.
7. Provide the number of clients and AUM among endowments, foundations, pension funds, insurance companies, sovereign wealth funds, and family funds. What has been your total number of clients and their AUM in each of the last five years? Use Diagram 3 as a guide.
It is worth knowing how experienced the firm is in our kind of organization.
8. Provide an organization chart of your firm and staff.
9. Does your firm receive 100% of its income from long-term funds seeking your advice?  Has  your  firm,  any  affiliate or any staff member either directly or indirectly received any compensation, services, or privileges from any service provider or any manager that serves those long-term funds? If so, from whom have you received compensation, services, or privileges, for what reason, and what was the amount you received in each of the last two years?
The cleanest arrangement is for the firm to earn 100% of its income from the fees of discretionary or non-discretionary clients. Any other source of income – or services or privileges
– raises the question of conflict of interest and diversion    of attention.   Of particular concern would be the rebate   to the consultant of any portion of a client’s investment management fees.
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DIAGRAM 2.
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DIAGRAM 3.
10. Please provide the name, address, phone number, contact name, and title for two current clients and two past clients – especially clients that are similar in nature and size to ours. For each client, please indicate the nature of the service, length of the relationship, and range of the account’s size relative to ours.
Our discussion with current and prior clients can provide some of the most useful insights about the dynamics of working with the firm as well as the firm’s stronger and weaker capabilities. Calling clients on the phone can be time well spent.
11. Do you offer customized portfolios or commingled funds or both?
This is important to establish up front.
We should be aware that commingled funds add certain risks not normally associated with customized portfolios, because we own a share in a portfolio vehicle, not in the underlying assets.
· Redemption risk. If the manager of the commingled fund puts up a gate in markets such as 2008 when many co-investors tried to exit, we may have to wait many months or longer before we can redeem our assets.


· Counterparty risk. A commingled vehicle could have problems with its banking counterparties.
Some may see these as minimal risks, but we should at least be aware of them.
12. Discuss your firm’s philosophy about the management of a long-term fund. What are the most crucial elements that will make the fund successful in the long run, and how are you able to help the client accomplish that? What characteristics distinguish your services from those of other advisers?
This is an opportunity for the firm to express its philosophy about managing a long-term portfolio and identify the most distinguishing advantages it offers its clients.
Fiduciary Responsibility
1. Do you offer (check all that is applicable):
· full discretionary services
· non-discretionary consulting services
· partial discretionary services
If partial discretionary services, for what services will you accept discretionary responsibility?
Client Performance
1. For all accounts with long-term investment strategies where your firm has full discretion, what has been your 1, 3, 5,    7, and 10-year performance, net of all fees, relative to their benchmarks?  Please show the benchmarks.
If we aren’t interested in the possibility of a discretionary consultant, we would omit this question.
Otherwise, we need to understand how successful the firm has been with other clients that have long-term investment strategies. Has the firm added value to their benchmarks? In each case, we should understand the composition of the benchmarks and assess how challenging the benchmarks were.
2. For all client accounts with long-term investment strategies where your firm is a non-discretionary consultant for all or any part of the portfolio, what has been their 1, 3, 5, 7, and 10-year total fund performance, net of all fees, relative to their benchmarks?  Please show the benchmarks.
We also need to understand how non-discretionary accounts have performed. In assessing these results, we must remember that all decisions in a non-discretionary account were made by the client. But a portion of the accounts should compare well with those for which the firm was the discretionary consultant.
3. How has your clients’  performance  compared with that of college endowment funds as reported in the annual Commonfund/National Association of College and University Business Officers19 (NACUBO)?
Many firms like to show clients how they performed relative to clients they consider their peers. This comparison may or may not be challenging, depending on the peers. We also like to compare our results with the best managed long- term funds. College endowment funds are often considered the best-managed long-term funds, and their returns are compiled by Commonfund/NACUBO.
NACUBO reports returns by the size of a college’s endowment fund. Typically, the larger the fund, the better long-term returns it has achieved. We can compare our returns against college funds the same size as ours. And if we have a world-class consultant, we might also    compare


our returns with college funds of over $1 billion. We can make direct comparisons only if the discretionary consultant is responsible for the entire fund.
Investment Policy and Asset Allocation
1. How would you go about recommending rate of return   and volatility objectives for our particular organization? Would the recommended objectives be absolute or relative objectives? Why?
One of a firm’s first steps is to help the client establish      its investment policy statement (unless the client already considers an existing policy statement a given). The policy includes a rate of return objective plus a volatility objective that serves as a constraint on the client’s investment decisions. We need to understand how the firm goes about recommending these objectives.
A consultant typically has a model investment policy and asset allocation for funds that have long time horizons. But in each case the firm should study that client’s mission and goals, spending policy, and any other unique considerations before it tailors its model policy and asset allocation to that client. The result can lead to a recommendation to minimize the portfolio’s acceptable volatility or, alternatively, to sustain greater volatility, allowing a higher long-term target return.20
2. Please give examples of any innovative asset allocation or other investment strategies that you have recommended to your clients.
One way to spur performance is to adopt creative, new investment ideas. Often it is considered risky, from a standpoint of career risk or reputation risk, to depart far from what is considered the norm. Has the firm recommended such investment approaches?
At times, an outsourced chief investment officer or consultant may come upon a highly attractive but offbeat investment opportunity that may require more thorough due diligence and more careful explanation to the committee. Unconventional behavior can lead to superior investment results. The bottom line is not whether we dare to be wrong, but whether we dare to look wrong.
3. Describe  your  philosophy  about  tactical  versus  strategic asset allocation.
To what extent does the firm try to time certain sectors of the market?
4. (if relevant) Do you provide advice on MRI (mission-related) or ESG (environmental, social, and corporate governance) investing?  Do you offer MRI or ESG investment  products?
5. (if relevant) How do you measure success of a DB pension plan? If you recommend LDI (liability-driven investing), how do you manage it and measure success?
If the firm  believes  that  a  pension  plan’s  funding  ratio  is its principal measure of success, how does it advocate implementing LDI?
Commingled Portfolios
If you offer a commingled portfolio that could fill a discretionary mandate for a client, or a commingled portfolio that could serve as a partial discretion, please respond to the following questions:
1. What is the investment policy of your portfolio?
2. What is the current total market value of your portfolio? What was it at the end of each of the last five years?
How has the fund grown? Should we realistically expect the fund to perform as well with larger assets as it did when it was smaller?
3. What benchmark do you use for your portfolio, and has that changed over the last five years?
Might a change in benchmark indicate a change in the portfolio’s strategy?
4. What is your portfolio’s current asset allocation? What has it been at the end of each of the last five years? What has been your thinking behind the changes?
Understanding changes in allocation and the underlying thinking behind them can help us gain a better understanding of the firm’s investment approach.
5. What has been the portfolio’s performance, and how has that compared with its benchmark and that of college endowment funds as reported in Commonfund/NACUBO’s annual endowment study.

This is where the rubber meets the road.
6. What has been the volatility of your portfolio?   What is   the greatest decline in market value that your portfolio has experienced?
We should know if volatility is out of the ordinary.
7. Does your portfolio invest in hedge funds and private equity? If so, what is your allocation to hedge funds and private equity, and how has that changed over the last five years?
We should know the portfolio’s use of hedge funds and private equity.
Recommending Investment Managers
1. Please discuss your views on the use of passive investments vs. actively managed funds.
We should understand the firm’s view on traditional index funds as well as alternative index funds that are designed to capture investment factors or market inefficiencies in a rules- based and transparent way.
2. In each of the following asset classes, how did your clients’ aggregate returns compare with their benchmarks over the last 1, 3, 5, 7, and 10 years? Please identify the respective benchmarks. And please provide this information separately for accounts over which you had total discretion and for accounts over which you did not have total discretion.
US equity
Non-US developed equity Emerging markets equity US fixed income
Hedge funds
A key reason we are hiring a firm is to help us benefit from the best investment managers. We want a firm that has had proven success in doing this.
3. To what extent do you consider investment managers with limited capacity? How do you go about allocating the capacity of such managers among your various clients? Do discretionary clients get priority?
A large firm has a problem considering investment managers
with limited capacity, and if it considers them, how it allocates that capacity among its clients. A firm that serves both discretionary and non-discretionary clients has a built- in conflict of interest.
Any firm with more than one client, without a commingled fund, faces a potential conflict when it allocates limited capacity opportunities. Transparency on this process matters.
Hedge Fund Recommendations
For this purpose, hedge funds include all private funds that have redemption provisions.
Are you well-equipped to recommend hedge funds to a client if appropriate?  If so, please respond to the following questions:
Give credit to a firm that acknowledges that it is not an expert in hedge funds! Many firms have for many years helped long- term funds perform well by using only marketable securities. Also, firms that invest only in marketable securities may charge lower fees.
It is true that long-term funds with better long-term returns have made liberal use of hedge funds and private equity, but they have had the capability to select well above average hedge funds, not an easy thing to do.
The average hedge fund21 over the 10 years 2005-14 returned less than 6% per year, about 1% per year below that of the MSCI All World Index, but with about half the volatility. Is that worth the complexity and the limited liquidity that go with hedge funds?
1. How many clients with long-term objectives do you advise on hedge funds, what is your current allocation to hedge funds, and how has that changed over the years?
We must understand the extent that the firm recommends hedge funds.
2. Please provide your clients’ hedge fund performance by category (such as equity market neutral, event driven, distressed securities, global macro, or funds of funds) and also show their respective benchmarks.

If we want to consider hedge funds for our portfolio, we want a firm that can lead us to well above-average hedge funds. We may not be satisfied with just average returns. And we would want hedge funds that add diversification benefit to our portfolio.
Private Equity Recommendations
For this purpose, private equity includes all private funds that the investor generally cannot redeem.
Are you well-equipped to recommend private equity to a client  if appropriate?  If so, please respond to the following questions:
Again, a firm  deserves  credit  for  acknowledging  that  it  is not an expert in private equity. Many firms have for many years helped long-term funds perform well by using only marketable securities. Also, firms that invest only in marketable securities may charge lower consulting fees.
It is true that long-term funds with better long-term returns have made liberal use of private equity, but they have had the capability to select the best private equity funds – not an easy thing to do.
Through 2013, the median venture capital and private corporate equity fund with vintage years of 1994 through 2010 has earned an IRR of barely 9.9%.22 Would we be willing to incur the illiquidity and complexity of private equity for that kind of a return? First quartile private equity returns have typically been in the 20% range, but returns on a quarter of all funds fell below 3%. We need to know that our consultant should be able to get us into the best funds.
Many long-term funds add private equity because it lowers the volatility of their reported returns. Private equity is frequently carried at book value or at an estimated market value that doesn’t begin to reflect the volatility in the fund’s underlying assets. Many people believe that in estimating the volatility of private equity, they should be estimating the volatility of the underlying asset class.
1. How many clients with long-term objectives do you advise on private equity, what is your current allocation to private equity, and how has that changed over the years?
We must understand the extent that the firm recommends private equity.
2. What is your typical target allocation to private equity for accounts with long-term investment strategies, and how does it vary by the size of the client’s account?
What range of private equity allocation might the firm recommend for our fund?
3. For your clients’ commitments to private equity funds that were made four years ago or longer, please provide their IRRs by category (such as venture capital, buyouts, real estate, and natural resources), and also show their vintage year quartile in that category.
If we want to consider private equity for our portfolio, we want a firm that can lead us to well above-average funds,  as we wouldn’t be satisfied with median returns. And we would want a diversity of private equity funds.
Unfortunately, because of the J-curve in a private equity fund’s returns, IRRs for shorter than four years can be a misleading indication of the fund’s eventual IRR.
Other
1. Do you have a dedicated risk management team?  Is the  risk management team independent from the portfolio management team?
The best firms have a dedicated and independent risk management team.
2. Append a sample quarterly report. Please highlight any competitive strengths in your performance reporting.
Fees
1. What fee schedule, or fee alternatives, would apply to our fund?
Many fees are a scaled percentage of a client’s account. Some firms offer performance fees. Others offer a fixed fee depending on the kind of services a client wants. Still others price research documents or special services separately. We should be aware of the full range of fee structures the firm offers.
2. What services are included in your proposal? What additional fees, if any, might we encounter?


STEP TWO
A. Organization and Background
1. May we have your SEC Form ADV Parts I and II submissions for the last two years?
We can learn, for example, the number of fully discretionary clients, the proportion of the firm’s total income it earned from their fees, and how this has changed over the last two years.
2. What are your management succession plans?
This can impact our judgment about the firm’s long-term viability. Firms that are owned by the investing staff are typically more client focused. One such partnership uses the following mechanism to ensure a smooth transition: The partnership agreement establishes  mechanics  governing  the departure of a manager. It contains a formula for this compensation based on his or her vested ownership interest in the firm, payable over five years. Ownership interests for this purpose vest over 10 years.
3. Please append your firm’s latest annual report or statement of financial condition, as well as similar information about any external owner of the firm.
We want a consulting firm or diversified commingled fund that will be able to continue in business and to compensate its staff well enough to retain good people.
4. What percentage of the parent’s total revenues does your firm generate? How much of its profits does the parent allow it to reinvest in its business?
We should understand how important the firm is to the parent company, an indication of how much support it is likely to get when it needs it.
5. What are your firm’s business objectives with respect to future growth?
There is such a thing as an optimal size of a consulting firm or diversified commingled fund. If the firm is too small, it may not be able to afford highly experienced staff nor have sufficient  clout  in  negotiating  with  investment managers. If it is too 
large it may be difficult to execute limited capacity ideas across a large asset base. As with investment managers, size can provide limitations on flexibility. Besides the dangers of bureaucracy, some large firms may research mainly (or exclusively) large investment managers and may ignore smaller managers who may not be able to accept enough money to make the effort worthwhile for the firm. Some of the better investment managers are smaller firms.
6. How many clients have left your firm in the last three years? Please provide the contact details for three former clients, indicating the nature of the service, length of the relationship, and range of the account size.
Departed clients can often provide alternative insights about the dynamics of working with the firm, as well as the stronger and weaker capabilities of the firm.
7. May we have your code of ethics, privacy statement and conflict of interest policies along with your methods of enforcement?
Fiduciary Responsibilities
1. Is your firm independently certified as meeting or exceeding fiduciary standards, as by CEFEX23, for example?
2. If you should be granted investment discretion, would you accept that appointment under  ERISA  section  3(38)  or  its equivalent for a non-ERISA engagement? If you were  not granted investment discretion, would you accept that appointment under ERISA section 3(21) or its equivalent for a non-ERISA engagement?
By properly appointing and monitoring an authorized  3(38) investment manager, a fund sponsor is relieved of all fiduciary responsibility for the investment decisions made by the investment professional. But the sponsor is still responsible for the continued retention of that fiduciary.
A 3(21) investment fiduciary is a paid professional who provides investment recommendations to the fund sponsor. The sponsor retains ultimate decision-making authority for all investments and may accept or reject recommendations. Both the consultant and the fund sponsor share fiduciary responsibility.
3. Please append your policies and procedures relating to soft dollars, commission recapture, best execution, and proxy voting.


We should know what the firm thinks about directing investment managers to use specific brokers in order to recapture a part of their commissions and apply them to reduce our investment management fees.
We want to know that all proxies are voted and how the firm goes about handling that, including proxies involving ESG issues.
4. Does your firm or any employee have business arrangements with any securities, brokerage, custodial, auditing, or investment management firm that might lead to a conflict of interest?
Another opportunity for possible conflict.
5. Please describe the nature of any relationship that your firm or any of its people has had with our organization (such as our directors, committee members, or staff) during the last three years?
Members of our investment committee should be aware of any such relationships.
6. Please disclose any other potential conflicts of interest that may arise.
7. Has your organization or any of your employees or clients been involved in litigation or the subject of an investigation, such as by the Department of Labor, SEC, FINRA, IRS, DOJ, or any regional authority? If so, please provide the particulars.
Typically, the response to this question is negative. If the firm has had an incident, we need to understand it, its potential ramifications, and what it might say about the firm.
8. Please indicate the amount of insurance your firm carries for errors and omissions, fiduciary liability, cyber insurance, and fidelity bonding. Please note if these are in the aggregate for all of your operations.
The firm should carry fiduciary and cyber insurance of at least $10 million.
Staffing
1. For  each  investment  professional,  please  provide  a  brief
biography, including the year each joined the firm, prior experience by year, education, and present responsibilities or area of specialty, and the location of his or her office?
Many organizations omit dates in their staff biographies. Dates are important so we know how long each person has been with the current and previous firms.
2. Do any of your portfolio managers, researchers, and analysts have additional client-service responsibilities?
Researchers and analysts can be most effective if they can devote full time to their work without the distraction of having to meet with clients. Yet at some point, we might want to have direct access to one of the firm’s research analysts.
3. Provide the turnover of professional staff over the last three years. Include a list of professionals who have left the firm, their titles and years with the firm.
This is important information to enable us to assess not only the amount of turnover but also the nature of the turnover. Many consulting firms, especially non-discretionary ones, struggle to keep their staff.
4. Discuss any prospective change in personnel you anticipate over the next 12 months.
5. Describe any incentive structure you use to attract and retain staff. Are bonuses influenced by a staff member’s own performance?
This helps us understand the likelihood of future turnover. The best staff people typically want to be a part of the ownership of the firm.
6. Do your firm’s marketers receive a portion of the fees paid by clients that they recruit?
This can help identify a commissions-oriented culture, with heavy emphasis on growth of AUM.
7. With whom, if any, of your staff do you have non-compete/ non-solicit terms?
Without such terms, key staff members could more readily resign and start their own business.
8. Who would be the proposed lead consultant (or account executive)  with  primary  responsibility  for  our   account?

Please provide a brief biography, how many other lead consulting relationships he or she has, and with what kind and size of clients? Has the consultant ever lost a client? If so, what was the reason?
The particular person assigned to our account will be particularly important to us. We want to know about that person’s experience and workload so we can anticipate what kind of service we may expect from him or her.
9. How much discretion is left to the individual consultant?
We should know how closely the consultant is required to stick to the party line.
10. Would there be a backup consultant or account executive? If so, please provide biographical information.
Investment Policy and Asset Allocation
1. Outline the issues and items that you recommend in a typical investment policy statement.
Is the firm’s concept of an investment policy statement consistent with our own?
2. Describe your process for developing and recommending a client’s policy asset allocation. Please provide a sample asset allocation for an investment fund with a long-term horizon.
It is helpful to understand a consultant’s model asset allocation for a long-term fund and how he goes about tailoring that to an individual client.
3. What, if any analytical tools do you use during the portfolio construction process?
We should know how the firm uses an efficient frontier optimization program, and how  it  derives  assumptions  for return, volatility,  and  correlation.  Because  all  of  these assumptions are necessarily flawed, leading firms consider optimization results from many alternative sets of assumptions.
4. What changes have you made in recent years in your philosophy about an appropriate benchmark for a client’s total portfolio?
We want to understand the evolution of the firm’s thinking about portfolio benchmarks.
5. Describe your approach to rebalancing asset allocation and manager allocations.
Rebalancing is an important function of portfolio management, and we should know how the firm goes about it.
6. Do you ever recommend that a client leverage a low-volatility asset class? If so, under what circumstances, and how would you suggest that the leverage be implemented?
Some firms believe that a low-volatility asset class that has     a low correlation with the stock market can be leveraged     to provide about the same expected risk and return as the stock market, and because of its low correlation, it can add meaningful diversification to a portfolio. Does the firm favor any strategies like this?
7. How willing are you to recommend investment managers other than hedge funds that use derivatives in their portfolios? If so, which derivatives? And what controls do you advocate?
We should know what the firm thinks about managers using derivatives and what kinds of control it advocates. Is it possible for a manager’s use of derivatives to cause losses beyond the particular amount of money it has been assigned to manage?
8. Do you recommend portable alpha? If so, under what circumstances?
Portable alpha involves, for example, investing in futures, which provide the beta for an asset class, and then instead of investing the cash in T-bills as is assumed, investing it in an asset with an expected return higher than T-bills, intended to provide the “alpha” for the asset class of the futures.
9. Have you ever recommended retaining cash because you are uncomfortable with current investment opportunities or want to be in a position to make an opportunistic investment if it should come along?
Retaining cash entails two decisions – when to hold cash, and then when to deploy it. Some investors have had notable success in retaining cash but find it hard to deploy at a more favorable time. As a result, relatively few investors have been able to earn more than their opportunity costs.
Holding cash for some opportunistic investment may be less rewarding in the long run than retaining very liquid equity (or other higher-returning) assets that can be sold overnight at any

time for a special opportunity. The long-term total portfolio return by many investment managers is typically lower than their total return excluding cash.
10. For clients of our size, what is your typical recommended allocation to investments that can meet immediate cash demands? Of that allocation, how much do you recommend be kept in cash or cash equivalents? Do you take steps to help clients minimize their allocation to cash?
Cash and cash equivalents are a drag on long-term performance. Consultants should help us raise cash just in time and keep our money market accounts as close as possible to zero. What alternatives to cash does the consultant recommend to provide for immediate cash demands?
11. How much meeting time with clients do you devote to committee education in addition to the implicit education that goes with manager recommendations?
A key role of a consultant is not just to find a client’s comfort level and bring recommendations  accordingly,  but  instead to teach the client about more effective ways of investing. This typically entails special  meetings  oriented  specifically to committee education, supplemented with broadening publications.
12. Besides managing a client’s funds, are you equipped to provide suggestions relating to a client’s overall treasury operations, liquidity requirements, payout policies, back-office operations, overall budgeting, stakeholder communications, or other functions?
Some firms will go beyond helping the client’s long-term fund to provide counsel on managing the client’s operating cash account and evaluating the organization’s overall level of risk.
13. May we have your latest SSAE 16 Report24  on controls?
As part of their auditor’s examination, some firms receive an SSAE 16 Report on their controls.
14. Do you provide custody services or require the use of a specific custodian? If not, do you find most clients’ existing custodians satisfactory to work with? If needed, do you help clients find a custodian?
Will our existing custodian be acceptable? Or if we need a new one, how helpful will the firm be?
Commingled Portfolios
If you offer a commingled portfolio that could serve as a discretionary mandate for a client with long-term objectives, or  a commingled fund that could serve as a partial discretionary mandate, please respond to the following questions:
1. What is your portfolio’s performance record by asset   class
vs. your respective benchmarks?
In which asset classes do the manager’s primary strengths lie?
2. How do you handle the ongoing liquidity of your portfolio so that no participant can redeem enough assets to consume too great a portion of the fund’s liquid assets?
Can an astute investor make a large redemption just before a drop in the market that sharply reduces the portfolio’s liquidity? How can an investor get his money out of a commingled private equity fund?
3. If we were to invest in your portfolio, would we have to   sell our present holdings in order to invest cash in your commingled portfolio? Or would you accept our holdings and sell them as necessary to conform to your commingled portfolio?
4. How much advance notice would be required before we could exit your commingled portfolio?
5. Should we choose to exit, would we receive cash or a pro- rata slice of the commingled portfolio?
6. Does any of your staff members receive additional compensation for a client’s use of your commingled portfolio?
Recommending Investment Managers
1. Do you manage any assets yourself? Why?
A chief investment officer should manage internally only those assets in which it can excel, and it should use outside investment managers whenever they can add value.
2. How do you determine an  investment  manager’s  style  and appropriate benchmark? How often do you create customized benchmarks, and how do you go about it?
3. Describe  your  manager  sourcing  process,  starting    with


the database you use to monitor and evaluate investment managers. How many managers are covered by your process, and how do you research these managers? Is your database proprietary, or do you use a third-party vendor?
How wide a net does the firm cast?
4. How soon after a new client has established its policy asset allocation would you expect to make recommendations of all investment managers to fill out that asset allocation?
Once the client has settled on an investment policy and  asset allocation, the firm should be prepared to promptly recommend a full portfolio of investment managers so no time is lost through the client being temporarily under- invested.
5. In considering investment managers, do you include both mutual funds and other commingled institutional funds among the managers you consider?
Some firms prefer separately managed funds. If so, we should understand what advantage the firm sees relative    to that of a flagship fund, on which the manager’s public reputation is based.
6. Do you favor your own products over others, perhaps on a favored fee basis?
7. How do you calculate the standard deviation of investment returns, and the correlation of an investment manager or a portfolio with a benchmark or with another fund?
For intervals of three years or longer, volatility and correlations should be calculated on the basis of rolling 12-month returns, even though this has the drawback of serially underweighting the first and last 12 months of an interval.
Many firms base volatility calculations on the standard deviation of monthly returns annualized (that is, multiplied by the square root of 12, or 3.464). This is a measure critically important to a trader, but to a long-term investor  it can be irrelevant, and even misleading. The long-term investor is interested in annual volatility.
The difference wouldn’t matter if the two measures were roughly the same. But often, they aren’t – sometimes by a wide margin.  This is because monthly returns often tend to
compound one another. As a result, for many stock indexes and hedge funds, the standard deviation of rolling 12-month returns can be materially greater than the standard deviation of monthly returns annualized. And the difference can also be wide for correlations.
8. Describe other measures of volatility you rely on in evaluating the track record of a manager – such as Sharpe ratio, Sortino ratio, information ratio, and the depth and extent of drawdowns.  How do you calculate them?
Many firms use other measures of volatility, and we should understand them.
9. Describe your manager due diligence process. How do you judge a manager’s future expected returns, volatility, and correlations?
This is the hardest judgment for anyone to make about a manager, but it is also the most relevant. A manager’s track record is a starting point, but building a portfolio simply from managers’ track records is typically a losing proposition. The firm must evaluate the predictive value of a manager’s track record, and that predictive value can range from high to zero, depending on a great many subjective factors. Somehow, the firm must base its selection of managers on a judgment about their expected future performance.
10. Has your firm or any of its staff members ever recommended a manager that has blown up?  Please describe the situation.
Did the firm miss a step in its due diligence?
11. Describe your criteria for recommending the termination of a manager.
This is another difficult judgment, and it is useful to know how the firm goes about making that judgment.
12. What tools do you use to evaluate an investment manager or fund? Which tools, if any, do you believe are unique to your firm?
It is helpful to know what techniques a firm uses to evaluate a manager, and how those techniques might differ from those used by other firms.
13. How much of your investment research  is  proprietary,  and how much is third party? What kind of information technology do you provide to support your analysts?


We should know if the firm does its own research on investment managers, or whether it relies either partially or entirely on outside services.
14. How many visits to the head office of investment managers does your firm conduct each year?
This is one measure of the extent of a firm’s research. A visit to a manager’s office is not by itself an indication of adequate research, but generally, research on a manager is rarely thorough without a visit to his office.
15. Currently, by asset class, on how many managers have you done reasonably up-to-date due diligence within the last 12 months?  How do you define due diligence for this purpose?
This will help us understand the range of the firm’s current manager research. Its response becomes meaningful only once we understand the firm’s definition of “up-to-date.”
16. Are your manager recommendations restricted by a short list of approved managers? Do you do due diligence on only those managers who could be used in a large portfolio? How does a manager not on your firm’s approved list get considered for a full due diligence work-up?
We should know the size of the firm’s approved list and how willing the firm is to approve a client’s use of a manager that is not on the approved list.
Not surprisingly, firms tend to recommend those managers whose assets under management (AUM) are large enough to serve multiple clients.25 This was confirmed in the 2013 paper by Jenkins et al,26 which showed that the AUM of recommended managers was four times the AUM of managers not recommended. This was true of managers of active large, midcap, and small U.S. equities.
17. Do you research, recommend, or allocate to small managers?
This may be a concern for a large consultant.
18. In allocating limited capacity of an attractive investment manager, does a discretionary client have precedence over a non-discretionary client?
The answer could be favorable or unfavorable, depending on whether or not we would be a discretionary client.
19. How  do  you  allocate  an  investment  manager’s    limited
capacity among your clients? What is your manager allocation policy?
The response could have a material impact on our portfolio.
20. If you change your recommendation on a manager, what is the risk that your clients might try to buy or sell at the same time and hurt the price of their transactions?
This could be a concern for a large consultant.
21. How many managers currently used in client accounts are closed to new money? How do you prioritize which clients gain access to managers who have limited room for new clients?
Some managers recognize that taking on too much money to manage can hurt their performance, so they close to new clients, and sometimes they even close to additional money from existing clients. Where this is the case, we should know whether our account can gain access to managers who limit the amount of money they will manage. The firm may find it hard to provide as good performance for us as for existing clients.
22. On any manager seriously recommended by a highly experienced and well-connected member of our investment committee, would you do thorough research on the manager, and then make an independent positive or negative recommendation to our committee?
If one of our committee members who is highly experienced and well connected in the investment world suggests a particular manager, we want to be sure that the firm is willing to do serious research on the manager and then make an independent positive or negative recommendation. In some cases, a particular committee member may have deeper experience than the firm, especially in a given area. But we would still want to hold the firm accountable.
23. When you learn of a manager from whom you expect better future performance than from an existing manager (even though the existing manager may be doing a good job), do you take the initiative to recommend a replacement?
Few firms recommend a replacement as long as an existing manager is doing a good job.
24. Can you negotiate more aggressive fee schedules than a client


could obtain by itself? With what percentage of managers? And by what typical percentage discount? What is your ability to offset a manager’s 12(b)(1) fees, finders’ fees, or other embedded fees?
Sometimes a firm, with the combined money of a number of clients, can negotiate better terms with a manager than an individual client can do by itself, especially with a hedge fund or private equity fund.
25. Do you manage commingled portfolios within certain asset classes that you can use in multiple client portfolios? How do you handle fees on these funds?
Sometimes, a firm will form a commingled portfolio for a particular asset class and recommend that clients use that instead of individual managers. If the commingled portfolio represents the firm’s best manager selections in that asset class, it might be a good choice for a client, especially if the portfolio has achieved an attractive performance record. The use of a commingled portfolio should, if anything, provide a small break on fees.
26. If you were our discretionary consultant, would you manage any of our assets in-house, either separately or through a commingled fund?
A chief investment officer or a discretionary consultant should manage internally only those assets in which it can excel. It should use outside investment managers whenever they can add value.
27. Do you recommend securities lending?  Why, or why not?
Securities lending is controversial. If the firm recommends securities lending for interested clients, we should understand how it proposes to go about it, and what the risks and prospective returns are.
28. Do you recommend meeting with clients more frequently than normal if there are manager-related issues that could profitably be resolved sooner than the next regular meeting?
Some firms do not want to meet with clients more than once every three months. If there are outstanding issues to be resolved, the firm should recommend an interim meeting. The firm and client also need to establish a mechanism to deal with issues that arise between quarterly meetings, as timely actions can add materially to long-term success.
29. Do you recommend that clients meet with any or all of their investment managers on a regular basis? If so, how often?  If not, on what occasion would you recommend that a client meet with its investment manager(s)?
It is important to understand what the firm thinks about investment committees meetings with managers.
30. At least annually, would you assess and articulate to us  why you believe each manager in our portfolio has the best expected future performance of all alternative managers you track?
Consultants should make it a practice to put in writing once each year their reasons for retaining each of their managers of liquid investments, and why they continue to believe each manager should provide the best overall performance.
Hedge Fund Recommendations
For this purpose, hedge funds include all private funds that have redemption provisions.
1. With what size clients do your recommend the use of hedge funds? Under what circumstances do you recommend funds of hedge funds?
How likely is it that the firm will recommend hedge funds for our portfolio?
2. What do you believe is the purpose of a stand-alone hedge fund portfolio, and how do you evaluate how well it has fulfilled that purpose?
We should understand what the firm believes is the role of hedge funds in a portfolio and how it measures success.
3. Do you sometimes recommend certain hedge funds as part of a client’s equity portfolio? Or as part of its fixed-income portfolio?  Why, or why not?
Some people believe that certain hedge funds, because of the high correlation of their returns with those of the world stock index, should be used as part of a fund’s equity portfolio.
4. How many hedge funds have you recommended that are now soft-closed to new investors? How many are hard-closed to new investors?


If the firm has a good track record in recommending hedge funds, how many of its recommended hedge funds are now closed to new investors? We need to judge how likely it is that the consultant will be able to steer us to hedge funds that are both attractive and open.
5. Explain your process for
a. sourcing of hedge funds
b. initial evaluation
c. evaluating side letters and exit and gate provisions
d. pre-recommendation due diligence
e. post-recommendation due diligence
We should understand how the firm goes about its hedge fund research and how thorough is its due diligence, including due diligence about the hedge fund’s back office.
We might try phoning a few hedge funds and asking them which consultants send the most capable analysts and do the best due diligence.
6. Onsite visits:
a. Do you always conduct on-site visits for each hedge fund manager prior to recommending that fund?
b. How often do you conduct on-site visits to the manager of hedge funds already held in your clients’ accounts?
c. In the last three years, for how many  hedge  funds have you conducted on-site visits where you have not recommended that fund?
Many investors believe that in order to really understand a manager, it is necessary to visit the manager’s office, meet with several of its key people, and become familiar with the ambience of the office.
7. How do you monitor the back office of a hedge fund? How do you monitor counterparty risk?
The quality of a hedge fund’s back office is very important and often overlooked by investors.
8. Currently, how many hedge funds are on your approved list
– ones you could recommend immediately?
9. What criteria do you use to remove a hedge fund from your approved list? What criteria do you use to recommend that a client’s hedge fund be replaced?
Use of a hedge fund involves two decisions – one to commit to it, and one to redeem.
10. Do you have staff dedicated to hedge fund research? If so, please provide the names of your hedge fund professionals, including title, with the following information about each:
· years of full time experience dedicated to hedge funds
· specific expertise within the hedge fund industry
· how many times he or she has taken the lead in recommending a hedge fund that was added to your approved list
The capability of a firm to recommend quality hedge funds depends entirely on the experience and capability of its hedge fund staff.  We must make a judgment about its staff.
I.  Private Equity Recommendations
For this purpose, private equity includes all private funds that the investor cannot redeem.
1. With what size clients do you recommend the use of private equity funds, and under what circumstances? With what size clients do you recommend the use of funds of private equity funds?
How likely is it that the firm will recommend private equity funds for our portfolio?
2. Do you recommend secondary funds?  Why, or why not?
By definition, partners in a private equity fund must remain in that fund for its life. Some limited partners don’t want to wait and are willing to sell their interest in that fund – called a secondary interest – for a negotiated price. Secondary funds are ones that form a portfolio of secondary interests in a diversified range of private equity funds.
3. What is the minimum expected return you require of an illiquid fund in order to recommend it to a client?
Many people believe that, in order to accept the illiquidity and complexity, we should expect a private equity fund to earn an IRR of at least 10% real, and materially more than that for risky ventures.


4. How do you report both absolute and relative performance of a client’s portfolio of private investments? How do you evaluate the success of a given private equity investment?
Absolute returns should be cash-flow rates of return (IRRs) based on the latest valuation. It is also important to understand what benchmarks the firm uses to evaluate the fund’s relative return.
5. Do you benchmark each of a client’s private investments against a hypothetical but analogous liquid investment based on the same cash flows?
Investors believe they should earn a large premium return for giving up liquidity in order to invest in private equity.   A good way to benchmark this is to maintain a phantom account of a public market equivalent – such as NAREIT for private real estate, or a micro cap index for venture capital. The IRR of the private equity fund is compared with that of the phantom account in which every cash flow in the private investment is invested in, or redeemed from, the relevant public market index.
6. How many sponsors of private equity funds that you have used successfully in client accounts are unlikely to accept money from new investors in future private equity funds that they may sponsor?
The best private equity managers often seem like clubs,      in that the managers accept money for their new funds almost entirely from their prior investors, leaving little or  no opportunity for new investors. The consultant’s track record may include some of these great managers, but it may not be able to duplicate its private equity record for new clients.
7. Explain your process for
a. sourcing private equity funds
b. initial evaluation
c. pre-recommendation due diligence
d. post-recommendation due diligence
We should understand how the firm goes about its private equity research and how thorough is its due diligence.
8. Onsite visits:
a. Do you always conduct on-site visits for each private equity manager prior to recommending that fund?
b. How often do you conduct on-site visits to the manager of private equity funds currently held in your clients’ accounts?
c. In the last three years, for how many private equity funds have you conducted on-site visits where you have not recommended that fund?
Many investors believe that in order to really understand a manager, it is necessary to visit the manager’s office, meet with several of its key people, and become familiar with the ambience of the office.
9. If a private equity fund should make some of its payments to investors in kind (that is, in shares of stock, for example), how do you advise going about (or if a comingled fund, how do you handle) the retention or sale of those assets?
A firm typically selects managers but does not manage individual stocks or bonds. Upon receiving payments in kind, the firm must deal with individual assets. We should understand what its procedure and capabilities are.
10. Do you have staff dedicated to private equity research? If so, please provide the name of each private equity professional, including title, with the following information about each:
· years of full time experience dedicated to private equity funds
· specific expertise within the private equity fund industry
· how many times he has taken the lead in recommending a private equity fund
· in which of the above categories of private equity did he take the lead
The capability of a firm to recommend the best private equity funds depends entirely on the experience and capability of its private equity staff. We must make a judgment about its staff.
11. Describe how you would go about building a  private  equity portfolio based on a recommended private equity allocation of X% for a client that has no initial private equity investments.
Because there is a reasonably high correlation among the returns on private equity funds of the same vintage, a private


equity portfolio should be diversified by time.  Therefore,  to build a private equity allocation of X%, it is often likely to take five years to form a time-diversified portfolio. And because it takes multiple years for a private fund to take down its commitments and then multiple years to pay out its receipts of cash, an investor always needs a portfolio of private equity commitments that is greater than the current value of its private equity investments. We should understand how the firm proposes to handle this.
Risk Management
1. How do you conduct risk management? What systems and procedures do you use?
2. How do you compensate your risk management staff relative to your research and portfolio management staff?
How much importance does the firm give risk management? Are risk management staff members second-class citizens?
3. On a regular basis, do you stress test client portfolios and quantify where risks are concentrated? How?
Client portfolios should be routinely stress tested to highlight potential risks under adverse market conditions?
4. May we have your Services Organization Controls Report27 (SOC 1 report)?
Few firms do this, but their clients should ask for it.
Reporting
1. Do you follow the Global Investment Performance Standards28 (GIPS) for calculating and presenting your firm’s performance history?
GIPS standards are a rigorous set of investment performance measurement standards adopted in 37 countries and recognized around the world for their unparalleled credibility, integrity, scope, and uniformity, enabling investors to compare a firm’s track record directly with those of other firms.
2. Do you use an on-line, real-time system for reporting to enable clients to access up-to-date values and analysis?
This is an important question if we want to have real-time
access to our portfolio. If that’s not important to us, we might delete this question.
3. How do you monitor the accuracy of your reports?
4. How soon after the end of a month do you issue reports?
We should know what to expect.
5. Would we be readily able to download your key reports, including quantitative reports onto a spreadsheet?
6. Is your reporting software proprietary? If not, who is providing the software?
If the firm’s reporting software is  not  proprietary,  the  firm may have less flexibility to tailor its reports to our preferences.
7. To what extent can you customize your reports to meet an individual client’s needs?
If the firm’s standard reports don’t provide all the information we need (or too much information), might the firm consider our request for changes?
8. Do you report a portfolio’s overall performance net of all fees, including your own?
Reports on the overall fund should be net of all fees, including the firm’s fee. Reports on investment managers should be net of their fees.
9. Does your portfolio performance report on a fund and its managers also show parenthetically the manager’s track record net of fees on a pro forma basis for years prior to when you hired the manager?
In the firm’s performance report on the fund and its individual managers, it is helpful if that report shows not just the manager’s returns since it was hired, but also returns on a pro forma basis for longer intervals. The firm needs to distinguish these pro forma returns by the use of parentheses or some other format.
10. Do your reports compare the aggregate performance of the portfolio’s liquid assets (net of all fees) with the performance of the liquid asset classes in its policy asset allocation (its benchmark portfolio) and also with that of its allocation benchmark (the index performance of its actual asset allocation as of the end of the last prior quarter)?


Almost all firms regularly provide the return on a client’s benchmark portfolio and its allocation benchmark. The difference between the fund’s actual returns and the allocation benchmark is an estimate of how its investment managers performed relative to their benchmarks. The difference between the benchmark portfolio and the allocation benchmark is an estimate of the value added    (or subtracted) by deviations from the allocation of the benchmark portfolio.
For intervals shorter than five  years,  these  benchmarks  are more helpful if they pertain solely to liquid assets, as  the inclusion of illiquid investments, with their lack of market values, muddies the benefit we can draw from these benchmarks.
11. How do you create and maintain a valid comparative peer group for individual clients?
Many firms show their client’s returns in comparison with “peer” portfolios. These can be helpful comparisons, but we should know how the firm selected our peers, and we should judge how appropriate and challenging that comparison is.
12. How would you keep track of the ongoing liquidity of our fund to provide for required payouts and other commitments over the upcoming 12 months?
This is a crucial function of our consultant, especially if   we have a meaningful portfolio of hedge funds and illiquid investments.
13. Prior to a meeting with a client’s committee, do you send committee members copies of your presentation materials to give them an opportunity to review them in advance? How far in advance?
All committee members should receive presentation materials well in advance of a meeting. This should allow them to review the materials in advance and be prepared to discuss all of them at the meeting.
14. Will your reports include an accounting of all fees and expenses paid?
The firm should provide a transparent accounting of all fees paid from our account.
15. Do you give support to clients for tax, audits, and compliance?
This is a useful question to include if we are interested in receiving help on these matters.
Back Office
1. Please describe your legal and compliance structure. Please list any third-party providers of legal, compliance, audit, custody, and other services.
We should know which of these functions are performed in- house and which are contracted out.
2. May we also have your latest SSAE 16 Report29 on controls?
3. Does your compliance department review all marketing documents in advance?
Review by the firm’s compliance department should strengthen the credibility of marketing documents.
4. Please describe your firm’s disaster recovery provisions and your policies and procedures for protecting client records and information.
We need to know that the vast amount of information   that the firm accumulates relative to our account and our portfolio is not in any danger of being somehow lost.
Fees
1. For how long would you guarantee your fee schedule?
2. If you offer a performance fee schedule, please provide a sample.
Some consultants offer a performance fee schedule, but only for accounts on which they have total discretion.
3. Are any of your fees bundled with those of one or more external managers?
If there is any bundling of fees, we should know about it.
4. Do you receive rebates from any investment managers? If so, do you apply the rebates solely to lower fees for the clients who use those managers?


Any rebates that are not spread among client portfolios are a conflict of interest.
5. Do you provide continuing most-favored-nation assurance on your fees?
We will want to include a most-favored-nation clause in our consulting contract, one that is limited by any new fee schedule that the firm may offer a new or existing client.
After We Receive Responses to Our Request for Proposals
Once we have received all responses to our initial request for proposals, we should distribute copies to committee members. Each member should review every response with the following mindset:
· As we review the response to each question in light of   the comments printed in green in this white paper, what follow-up questions are raised in our mind?
· Is there a clear reason why this firm would be inappropriate for our fund?  Inform our chairman of our reasons why.
· Write our chairman with the pros and cons as we see them as well as a summary for each respondent, with copies to all other committee members.
The committee should then meet for the purpose of deciding which respondents to consider as finalists to receive our second request for proposal, and which follow-up questions to send to each.
The chairman or finance director should send a letter to each respondent who is no longer being considered, expressing appreciation for the time and effort the firm put into its response to our request for proposal. We want to maintain our reputation as a valued client, even though we don’t plan to do any business with that firm in the foreseeable future.
Once we get responses to our second request for proposal we will go through the same process until we have narrowed the field down to one or two firms that we wish to invite to make personal presentations to the committee. It is helpful, however, if we, rather than they, control the presentation. We can do this by developing key questions we want to pursue further.
One thing to consider is: time horizons for evaluating a firm’s results,  and  how  we  shall  measure  success. Unless we can agree on the
criteria for success, we will have a breakdown in our ongoing communications. We will also want to be sure we will be important enough to the consultant for it to give us the appropriate time and attention.
It is important that the particular person who would be our lead consultant or account executive be articulate, someone we can understand and with whom we believe we can build a comfortable long-term relationship. At the same time, we must be mindful that there is a very low correlation between articulateness and investing competence. We must focus primarily on content and not be awed by the commanding presence of a presenter.  That  is why a major portion of our ultimate decision should be made prior to inviting the respondent for a personal presentation.
Before we make a final decision, it is a good idea – especially if the firm will serve as a discretionary consultant – for two or three of our committee members to visit the firm’s office and meet with a range of its key people.
Once we have reached a final decision, we should review the draft contract to see if there is anything we might consider red flags, and to be sure the agreement clearly assigns accountability for different tasks to the discretionary consultant, the custodian, and the client. Then we submit the draft with suggested changes and questions to our attorney. After changes have been negotiated, our CEO should sign it.
If we have hired a non-discretionary consultant rather than a discretionary consultant, then we should be prepared for the possibility of having multiple meetings within a short interval to establish our investment policy statement and to move the fund’s assets at an early date into a new asset allocation and portfolio of investment managers.
Ongoing Committee Responsibilities
We might work with our discretionary consultant or non- discretionary consultant to delineate measures of progress and define what we will consider success. We should expect our committee members to be on a continuing learning trajectory.
Some committees appoint a small subcommittee on an ongoing basis to vet a non-discretionary consultant’s recommendations before they are presented to the full committee. The committee should ask hard questions as the consultant discusses investment


policy and recommended investment managers.  For example:
· First and foremost, are the consultant’s recommendations consistent  with  the  fund’s  policy  statement?  Or  is  the consultant suggesting, in effect, that we consider modifying our policy statement?
· Has the consultant researched all of the right questions relative to:
· Character and integrity of a recommended manager
· Assessment of the predictive value of the manager’s track record
· Nature and relative pricing of the asset class itself
· Credentials of the manager’s key decision-makers
· Depth of the manager’s staff
· The manager’s decision-making processes and internal controls
· The range of risks and opportunities
· What alternatives did the consultant consider?
· Have adequate constraints and controls been established, especially with respect to liquidity and any derivatives that a manager might be authorized to use?
· Do the fees and expenses seem reasonable relative to those of comparable funds?
A committee member who is a  seasoned  long-term  investor can sometimes work with the consultant to help source better investment managers. He or she can work synergistically with the consultant for a better outcome.30
One of the least productive committee meetings is when a consultant brings a series of investment managers to a meeting for the committee to decide which to hire – an event some refer to as a beauty contest. The committee can, at best, determine how articulate a manager is, but articulateness has a low correlation with investment capability. In a short meeting, committee members can’t bring the perspective of having met with hundreds of managers, as the consultant’s staff has done.
A more productive approach is to ask the non-discretionary consultant to make a single recommendation rather than a choice
of alternatives. We must remember that it is the consultant and its staff who have performed due diligence on all prospective managers. In cases where our committee has retained authority for all investment decisions, we should be hesitant to decline the consultant’s recommendations. If we do that often, we should probably be looking for a new consultant.
We should ask the same hard questions of a discretionary consultant that we would ask of a non-discretionary consultant, except it will typically be after the fact.
At times a consultant may come upon a highly attractive but offbeat investment opportunity that requires much greater due diligence and more careful explanation to us than traditional opportunities. But unconventional  behavior  is  a  primary  road to superior investment results. We should accept short- term disappointment in this respect. Unusual or contrarian investments aren’t for everyone. In addition to superior skill, successful investing requires the ability to look wrong for a while and survive some mistakes. The bottom line is not whether we dare to be wrong, but whether we dare to look wrong.
With hindsight, consultants will make mistakes. We must expect this and evaluate the firm on overall results, on how often it  was right, and on the reasoning and due diligence behind its recommendations. Of course, if a given action potentially has bad consequences that are absolutely unacceptable, the expected value of all its consequences – both good and bad – can be irrelevant.
At least once a year we should review our policy statement and our consultant. Certainly, a consultant should be changed only infrequently and for long-term considerations. But its retention should be a conscious decision. We might devote a separate meeting each year to this consideration.
