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AGENDA ITEM 6a

TO:

MEMBERS OF THE FINANCE COMMITTEE

SUBJECT: CalPERS 2010-11 Business Plan Update

PROGRAM: Systemwide

RECOMMENDATION: Approval of change to the CalPERS 2010-11
Business Plan.

ANALYSIS:

This agenda item provides the second update on the CalPERS 2010-11

Business Plan (Attachment 1), which was adopted by the Board of

Administration in June 2010. This update reflects work completed from

December 2010 through February 2011, and includes a request to change one

objective initiative target date.

CalPERS 2010-11 Business Plan Objective Status

Currently, all 13 objectives are on target for completion. Eleven objective
initiatives with December 2010 and January 2011 due dates, as well as one
objective initiative due in June 2011, have been completed. The 2010-11
Annual Plan Summary (Attachment 2) provides detailed information on the
work in progress for the remaining initiatives.

The 2010-11 Business Plan status is as follows:

Enterprise Priority 1 — Customer Focus: Today & Tomorrow

Focus on today’s internal and external customer service by working to improve our
core workload delivery, while also focusing on tomorrow by implementing the new
my|CalPERS and transforming our infrastructure to support the future expansion and
improvement of services to our members and employers.

Objective 1 — Enhance consistent, collaborative communication and
engagement with stakeholders.
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Completed Initiative — Develop a reputational risk assessment scorecard
baseline (December 2010)

e Executive Staff have identified CalPERS reputational drivers, strengths,
and weaknesses, key stakeholders, and outreach opportunities. A
baseline stakeholder relations report was also developed which is based
on media mentions from 2010. Board member interviews on reputational
risk, which is the final component of scorecard development, will be
completed in the coming weeks. The reputational risk assessment
scorecard will be used to monitor stakeholder relationships and issues
on an ongoing basis.

Objective 3 — Implement an enterprise Web-based multi-channel
communication service.

Completed Initiative — Equip all Regional Offices to handle virtual member
counseling and education (December 2010)

e All CalPERS Regional Offices have been equipped with the
infrastructure and technology needed to use Web-based
communications for virtual member counseling and education. Pilot tests
were completed, ongoing procedures documented, and a training
program was developed to train staff on equipment use and how to
screen candidates.

Completed Initiative — Complete two test pilot programs (December 2010)

e Over the last three months, needed equipment was identified, Web
event registration access through the CalPERS On-Line Web site was
launched, and a Web Production Services Communication Plan was
developed. Staff partnered with the Actuarial Services Division and the
Supplemental Income Program to develop two live Web production
events which were conducted in December 2010. The first, Potential
Changes in Your Employer Contribution Rate, was a Webinar conducted
for 479 participants. The second pilot, Personal Investment for
Retirement, was a Webcast streamed live to 466 online viewers. Both
Web events are archived and available on the CalPERS On-Line Web
site. Staff also completed a lessons learned analysis to refine the
program going forward.

Enterprise Priority 2 — Sustainability

Ensure the sustainability of CalPERS programs and services by improving the delivery
of customer service and investment results, adapting to changing conditions, and
influencing the policy debates on pension, health, and financial market reforms.



Members of the Finance Committee
February 15, 2011

Objective 1 — Protect stakeholder interests, assist policy makers in
making decisions, and influence the State and federal pension reform
debate

Completed Initiative — Develop policies and practices that provide enhanced
actuarial information on the impact of investment volatility on employer
contribution rates (December 2010)

Expanded actuarial information was shared with the Board in August
2010 and provided to all contracting public agencies by the end of
December. The information included an investment volatility sensitivity
analysis, details on the employer rate calculation methodology,
disclosure information, and timing.

Objective 2 — Implement the 2010 Investment Office Roadmap strategies.

Completed Initiative — Improve cost effectiveness (June 2010)

Since the beginning of the 2010, the Investment Office has achieved
$73 million ongoing and $14 million one-time cost savings in Real
Estate, Global Equity, Alternative Investments, Fixed Income, and the
Affiliate Investment Programs. Staff also realized $55 million in deferred
incentive fees. In addition, a method for calculating cost savings was
developed and processes were outlined for tracking fee savings within
each asset class and across all asset classes.

Objective 3 — Implement federal health reform legislation provisions.

Completed Initiative — Implement the Early Retiree Reinsurance and Age 26
Dependent Coverage provisions (December 2010)

Communication on the Early Retiree Reinsurance and Age 26
Dependent Coverage was included in Open Enroliment packets mailed
in August 2010. Staff also expanded the information available on the
CalPERS On-Line Web site and issued a Circular Letter on provision
implementation to employers. Needed computer systems were updated
to handle the enroliment of 23 to 26 year olds in the program. An Early
Retiree Reinsurance Program application was submitted to the federal
Health and Human Services agency and the first reimbursement was
received in December 2010.

Objective 4 — Begin implementation of the CalPERS health benefit
redesign and the restructure of the health rate strategy.
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Completed Initiative — Conduct a market scan to evaluate current health plan
cost containment efforts for the CalPERS program for 2012 (December 2010)

e In May 2010, CalPERS began work with Barney & Barney to conduct a
study on current health plan relations and cost containment efforts. As
part of the assessment, the firm met with health plan representatives to
solicit feedback on the current health care marketplace. The study
findings were shared with the Board at the January 2011 Offsite and will
be used to form strategies for plan relationships, benefit design, and
future rate discussions.

Completed Initiative — Implement a data-driven rates negotiation process
(January 2011)

e A three-year rate setting framework was created to enhance the data-
driven rates negotiation process. Staff partnered with Blue Cross, Kaiser,
and Blue Shield to generate advancements in value-based purchasing,
including standardized preventive services codes that were aligned with
health reform provisions and maximizing value using ambulatory surgery
centers for certain outpatient procedures. The findings from the Barney
& Barney report on health plan contracting and the Miliman Premium
Normalization study will be incorporated into the future strategic health
planning activities and rate negotiations.

Enterprise Priority 3 — Building Internal Strength

Provide world-class customer service to our members and employers by positioning
the enterprise so there is an alignment between culture, business strategy, and
organization structure. Create an environment of accountability, integrity,
transparency, nimbleness, and innovation utilizing a high-performing employee team
with a broad and diverse range of skills, ideas, and perspectives.

Objective 2 — Attract, develop, and retain a diverse workforce and build a
work culture that reflects diversity and inclusion best practices.

Completed Initiative / Measure Not Met — Increase overall employee diversity
awareness by 5 percent over the 2008 diversity assessment survey baseline
(December 2010)

e Several initiatives were completed over the last three months to expand
awareness of diversity and inclusion in the workplace. Implementing
many industry best practices, the CalPERS Diversity Office instituted
diversity components into multiple enterprise training courses, included
diversity and inclusion-related topics into internal communications and
newsletters, and incorporated diversity into the recent CalPERS Core
Values review.
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In September 2010, the Diversity and Inclusion Pulse Survey was
administered to all CalPERS staff, however, the results revealed that the
5 percent increase in employee awareness measure was not met. Due
to current enterprise business environment impacts, it is unknown if
increased workload related to the my|CalPERS launch, State furloughs,
and employee pay decreases may have impacted the survey results.
The survey results information was used to develop a diversity
awareness gap analysis to help focus our going-forward efforts. Work
already underway, includes:

o Development of an enterprise Diversity and Inclusion Business
Plan

0 Adoption and integration of best practices in diversity awareness
into internal diversity events (i.e., brown bag lunch series,
leadership forums, etc.)

0 Increase in communication to employees about the positive
impacts diversity and inclusion have on governance, strategy, and
the enterprise core values.

This issue remains a priority for the CalPERS management team and
specific objectives will be included in 2011-12 Business Plan.

Completed Initiative / Measure Not Met —Increase leadership commitment
scores by 5 percent over the 2008 diversity assessment survey baseline
(December 2010)

Using the baseline data and recommendations developed from the 2008
leadership commitment survey, staff developed diversity-related
information for managers, supervisors, and senior leadership. Diversity
and inclusion topics were integrated into several leadership training
modules, including the New Leader Orientation, Managing Conflict,
Understanding Yourself and Others, PERSon-to-PERSon, LEADER, and
the online CalPERS Welcome Aboard program. In addition, Executive
Staff led the enterprise Core Values Super Jam event in August 2010,
engaging and interacting online with employees to address diversity and
inclusion topics and making senior leaders more accessible to staff from
across the enterprise. In addition, all levels of management are
participating in mandatory disability awareness training this month.

As with the previous initiative, the 5 percent increase measure was not
met. Efforts will continue in this area through the strategies and action
steps included in the 2011-12 enterprise Business Plan and Diversity
and Inclusion Business Plan.
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Objective 3 — Institute an enterprise Risk Management function to
effectively evaluate, monitor, and manage risk across the organization.

Completed Initiative — Establish the risk management framework and
methodologies to monitor and assess risks across the enterprise (December
2010)

e Atits September and October 2010 meetings, the Board approved the
establishment of the Office of Enterprise Risk Management, the
Enterprise Risk Management Committee, and a Risk Intelligent
Enterprise Management policy forming the framework for more effective
enterprise risk management. Several steps have been completed to
implement this framework and change the way risk is managed at
CalPERS. These include:

o0 Conducting risk assessments for the PSR, Health Reform, and
Organizational Alignment initiatives

o Developing a baseline and scorecard for stakeholder relations risk

o0 Holding a “black swan” workshop to identify and challenge key
business assumptions

o0 Developing training and risk escalation processes.

As part of its regular workload, staff will continue to conduct risk
assessments, implement risk policies, and ensure risks are monitored
and managed at all levels of the organization.

Completed Initiative — Implement regular risk management reporting to the
Board (December 2010)

e In December 2010, the first regular risk report was provided to the Ad
Hoc Risk Management Committee. The report included an Enterprise
Risk Focus List and a report on risk mitigations contained in the 2010-11
Business Plan and the draft 2011-12 Business Plan still under
development. Risks on the focus list will be assigned owners and
mitigation strategies will be monitored. In addition, an enterprise risk
dashboard that will provide the Board and Executive Staff with a clear,
“at-a-glance” view of the enterprise risk environment is being developed.
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Proposed Business Plan Objective Change

Staff recommend the following change for one objective initiative in Enterprise
Priority 3 — Building Internal Strength.

Objective 2 — Attract, develop, and retain a diverse workforce and build a
work culture that reflects diversity and inclusion best practices.

Revise Initiative Target Date — Launch a Web-based investment proposal
submission system and hold two Webinars to educate emerging managers on
CalPERS investment programs, policies, and processes (December 2010)

The CalPERS Investment Proposal Tracking System was launched in
July 2010, facilitating centralized, online submission of all investment
proposals. Online submission enables CalPERS to accurately track and
evaluate proposals without the assistance of intermediaries. The second
phase of the tracking system is now underway which includes
development of proposal decision criteria, evaluation scorecards,
communication templates, and service level goals. Eventually, we hope
to enhance the system to capture diversity and new emerging manager
data.

In addition, an emerging investment manager outreach plan was
developed to advance the CalPERS diversity agenda. However,
additional time is needed to develop and schedule the two Webinars or
educational events. At this time, staff recommend the target completion
date for this initiative be changed to June 2011.

Conclusion

As of this report, all 13 Business Plan objectives are on target for completion by
their due dates. To date, 21 initiatives have been completed. Work related to
the remaining objectives and initiatives will be reported at the June 2011
Finance Committee meeting.
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VI. RESULTS/COSTS:

Cost and resource needs associated with the objectives and initiatives
identified in the Business Plan have been allocated in the CalPERS 2010-11
Annual Budget.

NANCY QUINLAN, Chief
Strategic Management Services Division

RUSSELL FONG
Interim Assistant Executive Officer
Administrative Services Branch

Attachments



