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(J. Dear) 
 

   

 
 
Investment Performance Measures  
Weight Factor Investment Performance Measure Incentive 

Schedule 1st Quarter Status 

50% Investment 
Performance: 
Total Fund 

Return deviation in basis points relative to: 
Total Fund performance versus Total Fund 
benchmark 

{SJ1CA1 – CPERSTO2IC} 
*Cost-adjusted Benchmark 

0 basis points = 0 
+20 basis points = 1.0 

+30  basis points = 1.5 

-15 bps {9.14 – 9.29} 

50% Subtotal Investment Performance Measures   
 

Business Objectives Performance Measures 
(All performance measures utilize standard Qualitative incentive schedule unless otherwise noted) 

Weight Factor Business Objectives Performance Measure 
30% Business 

Objectives:  
INVO 
Roadmap  

By June 30, 2013, implement the objectives set forth for FY 2012-13 in the FY 2012-14 Investment 
Office Roadmap (Attachment A) to improve INVO’s ability to achieve investment returns without 
exposing the Fund to undue risk.  Achieve INVO’s priorities in the areas of: 
Investment Performance 
• Improve ability to deliver consistent risk-adjusted investment returns by implementing Roadmap 

initiatives and Asset Class Strategic Plans. 
Capital Allocation 
• Continue to evolve capital allocation framework from traditional asset based to risk factor based 
Investment Risk Management 
• Establish a comprehensive risk management system and practices to measure, manage, and 

communicate investment risks to enhance risk adjusted returns of the Fund. 
Organization, Systems and Controls 
• Design, develop and implement a robust target operating model that minimizes complexity, 

improves transparency, and strengthens processes, systems, governance & controls.   
Cost Effectiveness 
• Enhance cost effectiveness of the investment program to improve net returns on assets.   
Talent Management 
• Enhance our ability to recruit, develop and retain a highly skilled, diverse & motivated team to 

ensure the success of the Investment Office. 

1st Quarter Status 
Investment Performance 

• Global Equity - Implemented the first phase of the Global Equity IBOR portfolio construction functions and data 
• Global Equity- Conducted an Emerging Market Small Cap Manager solicitation to help attain the asset class 22 basis point 

annual excess return target 
• Global Fixed Income - Purchased over $1.1 billion in fixed income instruments for the Synthetic Enhanced Equity portfolio  
• Private Equity - Released two RFPs related to the IBOR project Real Assets - Selected an Emerging Manager partner to run 

the $200 million Emerging Manager program for Real Estate   
• Real Assets - Revised the financial model used to analyze transactions 
• Forestland - Gained Board approval of the Forestland Strategic Plan 

All of the terms and provisions of the "CalPERS Compensation Policies and Procedures for Chief Executive Officer, Chief Actuary, General 
Counsel and Investment Management Positions" are incorporated in this Performance Plan by this reference as if set forth in full. 
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• Absolute Return Strategies - Issued notification to enter into formal negotiation with four finalists for MAC Partners  
 
Capital Allocation 

• Completed the initial phase of developing and implementing an integrated asset liability management framework  
• Conducted a workshop with the Board in July to set overall funding risk levels using the new asset liability framework  

 
Investment Risk Management 

• Conducting an executive search for a new Senior Investment Officer of Risk and Asset Allocation 
• Linked the counterparty risk assessment process created by Risk Management and Global Fixed Income together  
• Introduced risk targets to asset classes and received feedback  

 
Organization, Systems and Controls 

• Created a committee and held meetings to refresh and prioritize both the Target Operating Model and the Risk Heat Map  
• Completed the draft project plan for derivatives central clearing 
• Surveyed approximately 375 external managers to understand conflicts of interest 
• Incorporated the review of Form ADV into Private Equity Due Diligence and requirement of sending updated Form ADV to 

Private Equity is now part of standard side letter 
• Completed 3 Rapid Results Projects: External Manager Due Diligence and Monitoring, Financial Technical Training, and 

Investment Delegations 
• Developed a structure to match contract services with terms and conditions  

 
Cost Effectiveness 

• Partnered with FINO to successfully complete the pilot reporting  
• Developed asset class management reporting and shared service cost allocation methodology 
• Created comprehensive “One Budget” for INVO that allocates all costs within the new accounting and organization structure 

 
Talent Management 

• Refined job postings to include links on benefits and relocation reimbursements 
• Held a working session for senior level management regarding the use of the INVO Leadership Expectations Guide and 

Performance discussions 
• Developed an INVO New Employee Orientation course, to be offered in November 2012 and May 2013 
• Developed an INVO Smart training program to build financial, pension, and CalPERS fundamentals  
• Engaged McLagan to provide job family information, to be included in the Classification Study 

 
Weight Factor Business Objectives Performance Measure 

20% Leadership 
 
 
 
 
 
 
 
 
 
 
 

By June 30, 2013, demonstrate industry and enterprise leadership by directing and influencing action 
and thought in the following areas: 
 

Investment Committee / Board:  Enable the Investment Committee to make strategic, informed 
decisions regarding the CalPERS Investment program by: 
• Continuing to improve the quality of Board agenda items, including presentations of alternatives and 

analysis of pros and cons. 
• Develop an ongoing Board education program. 
• In coordination with Board and staff, lead the development of a comprehensive set of CalPERS 

Investment Beliefs. 
CalPERS Enterprise:  Lead collaboration between INVO and CalPERS enterprise functions, including: 
• Collaboration with Actuarial Office to develop an integrated Asset Liability management framework. 
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Leadership, 
cont. 

• Participate in development of the Financial Office, including implementing joint projects such as 
Investment Expense reporting. 

• Participate in development of CalPERS new 5-year Strategic Plan, including development of 
performance measures to measure implementation and progress. 

 
Investment Office:  Continue development of a strong executive team for the Investment Office.  
Recruit for key positions, including SIO Risk/Asset Allocation, and SPM, Hedge Funds.  Develop 
succession plans for key positions.  
 
Financial and Pension Industry:  Advocate for investor protections, financial market reform and 
competitive fee structures through leadership roles in industry bodies, such as the SEC’s Investor 
Advisory Committee, and the Institutional Limited Partners Association (ILPA). 

1st Quarter Status 
CalPERS Enterprise 

• At the July Offsite Investment staff presented with Actuary staff the Asset Liability Decision Framework and Funding Risk 
Tolerances.  Investment and Actuary Staff continue to meet regularly to discuss the next Board workshop on Asset Liability.  

• The Investment Office continues to participate actively in meetings with the Financial Office as active members of the 
Steering Committee. 

• The Investment Office supports actively supported the 5-year Strategic Plan and participated in meetings on the 
implementation approach.   

 
Investment Office 

• Successfully recruited the SPM of Hedge Funds (start date July 9).   In the final stages of offer to SIO of Risk/Asset 
Allocation candidate.  Continue to have successful meetings with senior staff with respect to talent management in their 
respective areas to develop the succession plans.    

   
Financial and Pension Industry 

• On July 9 attended a special meeting with National Association of Securities Professional (NASP) to dialogue regarding 
CalPERS Emerging Manager Program.   On July 23, presented at the Triple CCC meeting a topic on Board Governance: 
Role of CEO/CIO Working with a Board on its Own Reforms.  At the PPI Summer Roundtable on July 24 – 28 participated in 
several meetings and a session speaker on the topic of Capital Markets.   Actively had meetings with senior and executive 
staff regarding the September 13, Joint Legislative Hearing on Emerging Investment Managers where I was a speaker.  On 
September 27, was interview by Betty Liu on Bloomberg TV.   Attended the September 28, SEC Investor Advisory 
Committee meeting.  In addition, participated on several IAC subcommittee calls this quarter.          

 


