
Agenda Item 8 - Attachment D 
Page 1 of 17



Agenda Item 8 - Attachment D 
Page 2 of 17



Agenda Item 8 - Attachment D 
Page 3 of 17



Agenda Item 8 - Attachment D 
Page 4 of 17



Agenda Item 8 - Attachment D 
Page 5 of 17



Agenda Item 8 - Attachment D 
Page 6 of 17



J.J. Jelincic 
366 Jane Court 
Hayward, CA 94544 
 
May 7, 2012 
 
Re: Comments on Proposed Personal Trading Regulation 
 
 
 
Christina Nutley, Regulations Coordinator 
California Public Employees’ Retirement System 
P.O. Box 942702 
Sacramento, CA 94229-2702 
 
Dear Ms. Nutley: 
 
This regulation is a solution in search of a problem.  While it is true “Industry standards are to have 
personal trading guidelines for investment and related staff.  Currently CalPERS does not have personal 
trading guidelines.  These regulations will align CalPERS with industry standards.”  CalPERS 
compensation levels, analytics and internal controls are not consistent with industry standards.  Failure 
to meet industry standards is not grounds for a regulation.  Insider trading remains illegal even if the 
regulations are not adopted.   
 
Having said that I have no problem with adopting a well-crafted personal trading policy.  Such a policy 
will protect the interests of CalPERS.  However, it should be acknowledged that it is designed to protect 
CalPERS and senior management. 
 
There are a number of flaws in the proposed regulation. 
 

 (a) (3) (A) defines a Covered Account in such a way that the Public Employees’ Retirement Fund 
(PERF) is a Covered Account since it is an account “over which the Covered Person has the 
power to place or direct trades.  While the intent is cover personal trading (a)(3)(B)(i) makes it 
clear that a mere lack of ownership is not sufficient to remove an accounts covered status. 
 

 “Interests in private equity” is a covered security [(a) (6) (A) (iii)] but “private equity” is not 
defined. 
 

 “Interests in real estate (limited to acquisition made through a private placement vehicle or an 
investment in a co-mingled entity)” [(a) (6) (A) (ix)] is covered but it is not clear why sales of real 
estate would be excluded.   Also the regulation fails to define “a private placement vehicle” or 
“a co-mingled entity.”  Very few real estate transactions are not private. 
 

 “Commodities (limited to exchange traded futures and option in futures)” are covered [((a) (6) 
(A)(x)].  If the purpose is to minimize the likelihood of front running (a practice permitted by 
commodity regulations) or insider trading it is not clear why exchange traded futures and 
options are covered while over-the-counter trades and physicals are excluded. 
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 “Open –ended mutual funds (registered or non-registered)” are excluded [((a) (6) (B)(iii)] which 
is proper since the Covered Person does not control the selection of securities in the fund.  
However, the Covered Person does not control the selection of securities in a closed-end fund 
either.  The basis for the difference provided by staff is that a closed-end mutual fund may trade 
at variance from its net asset value.  While this is true it is also true for Exchange Traded Funds 
which are not excluded. 

 “Index-based securities (ETFs) and options on these securities)” are excluded [((a) (6) (B)(iv)] yet 
“Exchange-traded notes” are not.  ((a) (6) (A) (vi)].  No explanation for this apparent 
inconsistency is offered.  It should also be noted that as the System moves more into portfolio 
construction based on “factors” ETFs offer a more effective way to take advantage of CalPERS 
trading than individual securities. 

 The definition of “Restricted List” (a) (13) includes any “Covered Security” the CalPERS Legal 
Office choses to include.  At a minimum, the regulation should define the criteria to be used in 
placing a “Covered Security” on the list. 
 

 The “Blackout Period” (e) includes a definition of “a passively managed portfolio” as “one that is 

not actively traded or traded against a strategy.”  This definition ignores that tracking and/or 

replicating an index is a strategy.  It is unclear what “not actively traded” means.  It is unclear 

how the PERF can trade outside the “Blackout Period” which is defined by its trading.  The 

section should also be amended to make clear that it relates only to internal CalPERS trades 

(assuming that is the intent). 

 This use of the “Restricted List” in (f) is reasonable but goes well beyond the limits CalPERS had 
negotiated with the exclusive representative at the time the “Restricted List” was established. 

 
 
I believe all this flaws can be fixed but would encourage that the regulation not be adopted until they 
have been. 
 
Sincerely, 
 
 
 
 
 
J.J. Jelincic 
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From: Joyce Dillard [mailto:dillardjoyce@yahoo.com]  

Sent: Monday, May 14, 2012 4:45 PM 
To: Nutley, Christina 

Subject: Comments to CALPERS Trading Account due 5.14.2012 

 

Black Out Period-Why the short period of time of 3 days commencing one day before 
transaction and one market day after transaction.    That does not seem to avoid 
conflicts of interest or self profit. 
 
Derivatives or CDOs Collateralized Debt Obligations are not listed. 
 
Joyce Dillard 
P.O. Box 31377 
Los Angeles, CA 90031 
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