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PROCEEDTINGS

PRESIDENT FECKNER: Good morning. We"d like to

call the Board of Administration meeting to order.

roll,

you.

The Tirst order of business will be to call the
please?

BOARD SECRETARY BUCHANAN: Good morning. Thank

PRESIDENT FECKNER: Good morning.

BOARD SECRETARY BUCHANAN: Rob Feckner?
PRESIDENT FECKNER: Good morning.

BOARD SECRETARY BUCHANAN: Henry Jones?
VICE PRESIDENT JONES: Here.

BOARD SECRETARY BUCHANAN: Michael Bilbrey?
BOARD MEMBER BILBREY: Good morning.

BOARD SECRETARY BUCHANAN: Christina Elliott for

John Chrang?

ACTING BOARD MEMBER ELLIOTT: Here.

BOARD SECRETARY BUCHANAN: Richard Costigan?
BOARD MEMBER COSTIGAN: Good morning.

BOARD SECRETARY BUCHANAN: Richard Gillihan?
BOARD MEMBER GILLIHAN: Here.

BOARD SECRETARY BUCHANAN: Dana Hollinger?
BOARD MEMBER HOLLINGER: Here.

BOARD SECRETARY BUCHANAN: J.J. Jelincic?
BOARD MEMBER JELINCIC: Here.
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BOARD SECRETARY BUCHANAN: Ron Lind?

BOARD MEMBER LIND: Here.

BOARD SECRETARY BUCHANAN: Priya Mathur?

BOARD MEMBER MATHUR: Good morning.

BOARD SECRETARY BUCHANAN: Bill Slaton?

BOARD MEMBER SLATON: Here.

BOARD SECRETARY BUCHANAN: Theresa Taylor?

BOARD MEMBER TAYLOR: Here.

BOARD SECRETARY BUCHANAN: And Lynn Paquin for
Betty Yee?

ACTING BOARD MEMBER PAQUIN: Here.

PRESIDENT FECKNER: Thank you.

The next order of business wall be the pledge of
Allegiance. 1°ve asked Al Darby to please lead us 1n the
pledge. If we could all please rise.

(Thereupon the Pledge of Allegiance was

recited In unison.)

PRESIDENT FECKNER: Thank you.

Now, Item 3 is the Board President"s report. So
1"d first of all like to welcome everyone this morning.
Thanks for being here. Thanks for joining us.

I"d like to this morning to dedicate my report to
all of the public employees who are helping to fight the
fires in Lake, Butte, as well as Calaveras counties. |

want to especially acknowledge and thank those
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firefighters and the emergency personnel that put
themselves iIn harm®"s way to save the lives and property of
California®s citizens, and even our own four-legged
friends that have been iImpacted by these devastating
fires.

Nearly 8,000 men and women are battling the first
across over 150,000 acres. 1, as one Board member,
personally know 3 people that have lost their homes In the
Lake County fire. And I°m certain that other public
employees and their families are in similar situations.

So on behalf of the CalPERS Board, we offer our
heartfelt condolences during this difficult time and wish
our brothers and sisters and their families all the best
as they rebuild their homes, their communities, and their
lives. Thank you for your sacrifices, your dedication to
commitment, and for serving those who serve California.

Thank very much.

Moving to lItem 4, Executive Report. 4a, the
Chief Executive Officer™s report. Ms. Stausboll.

CHIEF EXECUTIVE OFFICER STAUSBOLL: Good morning,
Mr. President, and members of the Board.

PRESIDENT FECKNER: Good morning.

CHIEF EXECUTIVE OFFICER STAUSBOLL: As always, I
have lots to report about what®"s been going on this last

month and coming up.
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Earlier this month, we released our annual report
on CalPERS economic impacts in California. We put this
report out each year. This i1s the report for the fiscal
year ending June 30. And as you probably know, the report
highlights the vital role that CalPERS plays in our
state"s economy. It demonstrates how our benefit payments
and 1nvestments generate significant economic activity to
stimulate business growth, Increase tax revenues, and
support and create jobs for Californians.

And you can access the report on our website.
We"re trying to get the word out, so I encourage you to
share it with your friends and colleagues.

We closed out the summer months by hosting 3
important events here at CalPERS. The Global CFO Forum
took place at the beginning of the month, and then just
last week we hosted our diversity events.

About the CFO Forum, this was the 6th Annual
Global CFO Forum. And i1t was the second year that CalPERS
has had the honor of hosting 1t. So during this 2-day
event, CFOs had a chance to network and exchange i1deas
with their colleagues from across the globe. We had
attending leaders from 29 pension funds, including
Australia, Canada, China, Singapore, Sweden, and the
United States. Ten California funds were also

represented. And the feedback we got was overwhelmingly

J&K COURT REPORTING, LLC 916.476.3171




00 N o 0o b~ W N P

N N N N NN RBP B RBP B R P P P PP
g A W N P O © 0 N O OO d W N P+ O©

positive.

And then last week, we hosted our Second Annual
Emerging and Diverse Manager Day. We had 76 investment
firms from around the world who came to our CalPERS campus
for meetings with senior Investment Office executives and
advisors. And as always, that was well received.

And then we had the next day the Diversity Forum.
We had over 350 folks attending. And that also was very
successftul. So I"d like to acknowledge Cheryl Eason and
her team for the work on the CFO conference, and Laurie
Weir, in particular, from Investments and her team, along
with all the CalPERS staff who assisted in making these
events successful. So thank you all of you for making
CalPERS look good.

Great. Thank you. We also appreciated the Board
member turnout at both events.

Before I go further, I wanted to take a moment to
introduce to you one of the newer members of our teams,
our new Chief Auditor Beliz Chappuie. She"s been here
since the end of July, and I think many of you have
already met her. But | haven®t had the opportunity to
introduce here i1In the Board room.

Beliz came to CalPERS from the Department of
Finance, Office of State Audits and Evaluations. There

she was responsible for performance, compliance, financial

J&K COURT REPORTING, LLC 916.476.3171




00 N o 0o b~ W N P

N N N N NN RBP B RBP B R P P P PP
g A W N P O © 0 N O OO d W N P+ O©

audits, and the implementation of legislative reforms. So
she brings a lot of auditing experience and background.
We"re very excited to have her on the team.

There®s Beliz. Welcome.

PRESIDENT FECKNER: Welcome.

CHIEF EXECUTIVE OFFICER STAUSBOLL: AIll right.
Turning back to the theme of our CalPERS events. Tomorrow
and Saturday, September 18 and 19, we"re doing our fTinal
CBEE, Benefits Education Event for 2015. And that 1is
going to be here in Sacramento. 1 think several of you
are attending, which is fantastic. 1It"s at the convention
center from 8:30 a.m. to 4:00 PM. And we have close to
6,000 members who"ve indicated that they"re going to
attend this event. Of course, not everyone who
pre-registers will attend, but we anticipate a big
increase over the turnout last year, which was about 3,000
So looking forward to that.

That will give us a dozen of the CBEE events that
we"ve held throughout the State this year. We"re finished
for this year. We"ll be starting them up again after the
first of the new year. And there®s a schedule on the
website.

Looking ahead, we"ve got one more big event this
calendar year. That"s the annual Employer Education

Forum. We"re busy finalizing the plans. 1t"s scheduled
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for October 26th to 28 at the convention center In San
Jose. This i1s our 16th annual forum. 1t"s always a
really positive and productive event. Looking forward to
meeting with our employers and talking about our
partnership with them and how we can do our best iIn
delivering benefits to their employees.

Turning now to some of our other ongoing
activities. Based on the feedback from the Board last
month, our staff has begun drafting a funding risk
mitigation policy, putting in the details following the
conceptual direction that we got last month.

So we"ll be seeking comments and feedback from
stakeholders on the draft 1in the coming weeks. We plan to
bring the policy back through the Finance and
Administration Committee for a first reading in October.
And right now, we"re also working on completing our
end-of-year financial reports, as well as the annual
employer valuations.

On the health side, on Monday, the open
enrollIment period began for 2016, and it runs through
October 9. We"ve been working hard over the past few
months to make sure our members get all the information
they need to make their health care choices. And iIn
particular this year, we want to make sure that the

members enrolled 1n our Medicare plans are aware that we
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now have a single provider to replace the coverage under
the non-Kaiser HMO Medicare plans.

The UnitedHealthcare Group Medicare Advantage PPO
plan is going to replace those plans. And members will
automatically be switched to UnitedHealthcare coverage for
2016, unless they decide or opt to move to a different
plan during open enrollment.

And, as you know, Kaiser will continue to offer
its Senior Advantage Medicare plan. And the PPO -- our
PPO Medicare supplement plans will remain in place. So
we"ve put a lot of details about this i1n the open
enrolIment packets and on the website.

As some of you know, we"ve received quite a few
questions recently from some of our Medicare members about
this new UnitedHealthcare plan. So last week, we held a
special retiree stakeholder meeting to address questions.
We had representatives from UnitedHealthcare also present
at the meeting. So we got some really good feedback at
that meeting. We and UnitedHealthcare are taking steps
now to strengthen the communication. You“"ve got iIn your
folder some of the materials that we"ve provided to the
retiree association leaders, and that you could also use
in outreach.

We"ve also enhanced our website with Q&A

documents and more plan details. So we"re doing
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everything we can to make sure our members make informed
decisions.

We"ve also just kicked off the annual State
worker charitable gift giving campaign. The theme this
year is we give to make a difference. CalPERS employees
are always very active and generous in this campaign.
Chairing this year i1s Sabrina Hutchins. She®s Chief of
our Enterprise Strategic and Performance Division, and
she®s co-chairing with Carene Carolan who®s one of our
newer senior leaders. So 1 want to thank them both for
taking that on i1In addition to their regular duties.

Finally, 1 wanted to touch upon the construction
that we"re doing. You may have noticed around the campus
some of the signs saying to wear a hard hat and the
fences. In response to the 4th year of drought, we"re
installing a new landscape design in several areas here on
site using drought tolerant plants and sustainable
materials.

So the construction i1s going to take several
months. The areas we"re focusing on are the 3rd floor
terrace here iIn this building, and then the R Street side
of Lincoln Plaza across the street. So when 1t"s
finished, we will have beautiful models of water
conservation, innovation, and sustainability. So looking

forward to that getting done.
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And finally, as always, 1°d like to end my report
this morning by acknowledging the wonderful work done by a
few of our members -- or employees here to promote efforts
at creating an i1nnovative culture here at CalPERS. And as
I reported on last month in August, we held our annual
all-staff forum. And this year®"s theme was leading
through 1nnovation. And the forum featured 6 of our staff
presenters showcasing the innovative work that their areas
are doing to help make our jobs more efficiently and serve
our members better.

But I wanted to acknowledge these staff for the
presentations they made here iIn the auditorium. They had
to do it four times, and we always have standing room only
at these events. And we all know how difficult 1t can be
to stand up alone on a stage i1In front of hundreds of
people and talk for five or 10 minutes, especially when
you"re not used to doing that.

But they all did i1t because they felt i1t was
important to tell their stories. And so today, | want to
recognize them. And these folks are here now. 1°d like
to ask them to stand. Dallas Stone from the Sacramento
Regional Office; Kathy Donneson from the Health Plan
Administration Division, Sabrina Hutchins from Enterprise
Strategies, Lisa Kunz from Public Affairs, Stacie Walker

from the Enterprise Solutions Development Division, and
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Liana Bailey-Crimmins from Information Technology. So
thank you all for helping our employees understand the
important work you"re doing.

(Applause.)

CHIEF EXECUTIVE OFFICER STAUSBOLL: Thank you,
Mr. President. That concludes my remarks for this
morning. I1°m happy to answer any questions.

PRESIDENT FECKNER: Thank you. Seeing no
requests.

We"ll move to 4b, Chief Investment Officer”s
Report. For that, 1 call on Mr. Eliopoulos.

There you go.

CHIEF INVESTMENT OFFICER ELIOPOULOS: There we
go. Yeah. Good morning, President Feckner --

PRESIDENT FECKNER: Good morning.

CHIEF INVESTMENT OFFICER ELIOPOULOS: -- and

members of the Board. | have a brief update on the

11

performance of the Public Employees®™ Retirement Fund as of

July 31st, 2015. The total fund performance for the

fiscal year to date, which covers only the month of July,

since the fiscal year just began, is 0.3 percent.

Of course, we like to look at much longer time
periods as they are more meaningful for measuring our
performance. The 3-year return is 10.6 percent, the

5-year return is 9.9 percent, the 10-year return is 6.0
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percent, and the 20-year return of the PERF i1s 7.7
percent.

All asset classes allocations are within their
policy ranges. And the total fund assets were valued as
of July 31st, 2015 at $301.6 billion.

Mr. President, that 1s my report.

PRESIDENT FECKNER: Thank you.

Seeing no requests.

We move to Iltem 5, which 1s the consent calendar.
That i1s the minutes and Board travel.

BOARD MEMBER JELINCIC: 111 move.

PRESIDENT FECKNER: It s moved by Jelincic.

BOARD MEMBER TAYLOR: Second.

PRESIDENT FECKNER: Seconded by Taylor.

Any discussion on the motion?

Seeing none.

All In favor say aye?

(Ayes.)

PRESIDENT FECKNER: Opposed, no?

Motion carries.

Item 6 1s the Information consent i1tems. Having
no requests to move anything off, we"ll move on to number
7, the Committee reports.

7a, Investment Committee. For that, 1 call on

the Chair, Mr. Jones.
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VICE PRESIDENT JONES: Thank you, Mr. President.

The Investment Committee discussed and
approved -- well, actually met on September the 15th, and
we discussed and approved:

Staff"s request to i1nitiate the Request for
Proposal process for the real estate Board investment
consultant.

The Committee also received presentations on the
following:

The annual review of the Global Equity Program by
staff and Wilshire Associates; the results from the July
Board and executive off-site session on CalPERS*
Investment Beliefs, and staff"s proposed path forward; a
report by Wilshire Associates on the comparative
performance and risk of the total fund against a peer
universe of public funds; an update on the progress of the
investment related strategic measures; a review of the
proposed revisions to the global Equity Program Policy;
and, an update on the Enhanced Focus List Program.

Highlights of what to expect at the upcoming
Investment Committee include:

In October, staff will present a report on coal
investments iIn the CalPERS investment portfolio. Also,
they will present the annual program review for the Global

Fixed Income Programs.
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The next meeting of the Investment Committee 1is

14

scheduled for October 19, 2015 i1n Sacramento, California.

That concludes my report, Mr. President.

PRESIDENT FECKNER: Thank you.

Brings us to ltem 7b, Pension and Health
Committee. There was no meeting and no report.

7c, Finance and Administration. No meeting, no
report.

Item 7d, Performance, Compensation and Talent

Management. I call on the Chair, Mr. Bilbrey.

BOARD MEMBER BILBREY: Thank you, Mr. President.

The Performance, Compensation, and Talent
Management Committee met on September 16th, 2015. The
Committee recommends and I move the Board approve the
following:

Agenda Item 5, 2015 Biennial Salary Survey for

Executive Investment Positions. Approve a revised annual

salary range of 108,000 to 162,000, and an iIncentive range

of O to 40 percent for the Associate Investment Manager
classification.
PRESIDENT FECKNER: On motion by Committee.
Any discussion on the motion?
Seeing none.

All In favor say aye?

(Ayes.)
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PRESIDENT FECKNER: Opposed, no?

Please record Mr. Jelincic as abstaining. Motion
carries.

BOARD MEMBER BILBREY: Approve the proposed peer
comparator group for the executive management positions to
include leading U.S. public funds, leading Canadian public
funds, select California based agencies, including large
local agencies, banks and iInsurance companies.

PRESIDENT FECKNER: On motion by Committee.

Any discussion on the motion?

Seeing none.

All In favor say aye?

(Ayes.)

PRESIDENT FECKNER: Opposed, no?

Motion carries.

BOARD MEMBER BILBREY: Approve an increase to the
maximum of the base salary ranges by 5 percent for the
follow classifications: Chief Executive Officer, General
Counsel, Chief Operating Investment Officer, Managing
Investment Director, Investment Director, and Investment
Manager

PRESIDENT FECKNER: On motion by Committee.

Any discussion on the motion?

Seeing none.

All In favor say aye?
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(Ayes.)

PRESIDENT FECKNER: Opposed, no?

(No.)

PRESIDENT FECKNER: Motion carries. Please note
Mr. Jelincic as abstaining on all three of those votes.

BOARD MEMBER BILBREY: The Committee received a
report on the following informational i1tem: Workforce
strategic plan update.

At this time, 1*d like to share a preview of what
to expect at the October Performance, Compensation, and
Talent Management Committee meeting. The Committee will
receive an update from the Subcommittee on the primary
executive compensation consultant Request for Proposal,
and a closed session will be held to conduct a review of
the 2014/15 performance of the Chief Investment Officer
and other positions covered by the Board®"s compensation
policy.

The next meeting of the Performance, Compensation
and Talent Management Committee i1s scheduled for October
20th, 2015 1n Sacramento.

Thank you, Mr. President.

PRESIDENT FECKNER: Thank you.

That brings us to item 7e, Risk and Audit
Committee. For that 1 call on the Chair, Mr. Lind.

BOARD MEMBER LIND: Thank you.
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The Risk and Audit Committee met on September
26th, 2015. Vice Chair Jelincic removed Agenda ltem 4e,
the 2014/15 Annual Compliance Report from the information
consent i1tems for discussion.

The Committee recommends and I move that the
Board approve the top 3 actuarial parallel valuation and
certification services candidates for finalist interviews
at the November Risk and Audit Committee meeting.

PRESIDENT FECKNER: On motion by Committee.

Any discussion on the motion?

Seeing none.

All In favor say aye?

(Ayes.)

PRESIDENT FECKNER: Opposed, no?

Motion carries.

BOARD MEMBER LIND: The Committee recommends and
I move that the Board approve the engagement of the
Department of Finance to review the Office of Internal
Audits Services Quality Assurance and Improvement Program.

PRESIDENT FECKNER: On motion by Committee.

Any discussion on the motion?

Seeing none.

All In favor say aye?

(Ayes.)

PRESIDENT FECKNER: Opposed, no?
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Motion carries.

BOARD MEMBER LIND: In November, the Risk and
Audit Committee will review a Request for Proposal for the
selection of the independent financial statement auditor
for audit years 2017 to 2021, interview finalists for
actuarial parallel valuation and certification services,
and review the external auditor®s report for fiscal year
2014/2015.

The next meeting of the Risk and Audit Committee
iIs scheduled for November 17th, 2015 in Sacramento.

PRESIDENT FECKNER: I thank you.

That brings us to Agenda ltem 7f, Board
Governance Committee. That Committee 1Is meeting at the
conclusion of this meeting today. So there®s no report
until next month.

That brings us to Agenda ltem 8, the proposed
decisions of administrative law judges. First of all, 1
want to remind the Board that Chirag Shah, the Board®s
independent counsel for administrative decisions is on the
phone.

Good morning, Chirag.

MR. SHAH: Good morning, Mr. President, members
of the Board.

PRESIDENT FECKNER: We do have a question for

you. Mr. Jelincic raised a question on Item D, D as in
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dog. Can you tell us what your final recommendation was
on that, please. There seems to be some confusion.

MR. SHAH: Sure. My final recommendation on that
iIs to adopt the PD with a couple of minor modifications.
So the minor modifications are, one, to strike the
language In the proposed decision which incorrectly states
that the bonus program was available to all medical
consultants; and, two, to strike the unnecessary sentence
in factual finding 49 on page 22, which reads as follows:
Quote, "In Dr. Paxton®s case, he has not retired and he
has no vested right to any given amount of pension
benefit".

PRESIDENT FECKNER: Thank you. Appreciate that
clarification. So Item 8d as in dog has been requested to
be pulled and voted on separately.

So we have Mr. Jones.

VICE PRESIDENT JONES: Yeah. Thank you, Mr.
President.

I move to accept the recommendations of our
independent Board counsel and adopt the proposed decisions
at Agenda i1tems 8a through 8c, 8e through 8g, and 8i
through 8k as the Board®"s own decision iIn their entirety.

PRESIDENT FECKNER: Okay. So we"re taking out D
and J, correct?

VICE PRESIDENT JONES: Yes.
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MR . SHAH: D and H, Mr. President.
PRESIDENT FECKNER: D and H, not J. Okay. D and

Okay. 1Is there a second?

BOARD MEMBER MATHUR: Second.

PRESIDENT FECKNER: 1I1t"s been moved by Jones and
seconded by Mathur.

Any discussion on the motion?

Seeing none.

All In favor say aye?

(Ayes.)

PRESIDENT FECKNER: Opposed, no?

Motion carries.

We"re back on Item 8d. Mr. Jones.

VICE PRESIDENT JONES: I move to accept the
recommendations of our iIndependent board counsel and adopt
Agenda Item 8d with the following minor clarifying
changes: One, strike the language i1in the proposed
decision which incorrectly states that the bonus program
was available to all medical consultants; and, two, strike
the unnecessary sentence in factual finding 49 on page 22
which reads as follows: "In Dr. Paxton®s case, he has not
retired and he has not vested..." -- "_...no vested rights
to any given amount of pension benefit™.

PRESIDENT FECKNER: All right. Is there a
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second?

BOARD MEMBER MATHUR: Second.

PRESIDENT FECKNER: I1t"s been moved by Jones,
seconded by Mathur.

Mr. Jelincic.

BOARD MEMBER JELINCIC: I would move to amend,
and that we rather refer it back to the ALJ to look at the
specific questions of whether 1t"s PERSable under
Government Code section 20636, the impact of having these
contracts approved as statute, whether the bonus was
available to an appropriate class, and the accuracy or
necessity of the second-to-last sentence in paragraph 42
of the factual findings.

PRESIDENT FECKNER: 1Is there a second to the
proposed amendment?

Seeing none. The motion dies for lack of a
second. We"re back on the --

BOARD MEMBER JELINCIC: The amendment dies.

PRESIDENT FECKNER: The amendment dies. Pardon
me.

So we"re back on the main motion. Seeilng no
further discussion.

All In favor say aye?

(Ayes.)

PRESIDENT FECKNER: Opposed, no?
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(No.)

PRESIDENT FECKNER: Motion carries.

We"re on --

BOARD MEMBER GILLIHAN: Mr. President, would you
record me as an abstention.

PRESIDENT FECKNER: Please record Mr. Gillihan as
abstaining on 8d.

We"re now on 8h. Mr. Jones.

VICE PRESIDENT JONES: Yeah. Thank you, Mr.
President.

I move to accept the recommendation of our
independent board counsel and set Agenda ltem 8h for a
fuel Board hearing in accordance with the established
procedures for full hearings before the Board on the
following specific iIssues:

One, whether the process by which CalPERS staff
arrived at the pay rate was arbitrary; two, whether any of
the pay at i1ssue constitutes prohibited overtime for
purposes of PERL; and, three, whether the CalPERS staff is
time barred from recouping old payments made to members.

BOARD MEMBER MATHUR: Second.

PRESIDENT FECKNER: I1t"s been moved by Jones,
seconded by Mathur.

Any discussion on the motion?

Seeing none.
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All In favor say aye?

(Ayes.)

PRESIDENT FECKNER: Opposed, no?

Motion carries.

Thank you. Thank you, Mr. Chirag Shah. Thank
you.

MR. SHAH: Thank you, sir.

PRESIDENT FECKNER: That brings us to Agenda ltem
9, Final Proposed Regulation for Payment of Interest.

Ms. Lum.

DEPUTY EXECUTIVE OFFICER LUM: Good morning, Mr.
President, members of the Board. Donna Lum, CalPERS
staff.

Agenda Item number 9 1s an action item requesting
your approval to submit to the Office of Administrative
Law the proposed regulation establishing rules by which
interest payments would be made when a benefit payment has
been determined to be beyond a reasonable administrative
processing time.

As was recommended by the Board in the August
Finance Committee, the revised regulation now establishes
45 days as the reasonable administrative processing time.
As a result of the change, CalPERS posted a notice of
modification -- or notice of modification to the text of

the proposed regulation for a 15-day public comment
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period, which began on August 20th and ended on September
4th, allowing for a additional comments.

During this period of time, we received two
comments on the regulation. One stating that the
regulation was unnecessary and inconsistent with current
law and should have been required to have an additional
45-day comment period, and the second comment was
requesting another public hearing.

CalPERS staff considered the comments and
believes that all the publication and hearing procedures
have been satisfied and 1s not recommending any changes to
the proposed regulation as modified at this time.

This concludes my presentation, and 1°"m happy to
answer any questions.

PRESIDENT FECKNER: Thank you.

Seeing no requests. [Is this not an action i1tem,
that 1s correct?

DEPUTY EXECUTIVE OFFICER LUM: That"s correct.

PRESIDENT FECKNER: All right. What"s the
pleasure of the Board?

BOARD MEMBER MATHUR: Move approval.

VICE PRESIDENT JONES: Second.

PRESIDENT FECKNER: 1t"s been moved by Mathur,
seconded by Jones.

Any discussion on the motion?
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Seeing none.

All In favor say aye?

(Ayes.)

PRESIDENT FECKNER: Opposed, no?

Motion carries.

DEPUTY EXECUTIVE OFFICER LUM: Thank you.

PRESIDENT FECKNER: Thank you.

That brings us to Item 10, State Legislative
Update. Mr. Blackledge.

LEGISLATIVE AFFAIRS ASSISTANT DIVISION CHIEF
BLACKLEDGE: Good morning. Scot Blackledge, CalPERS
staff.

111 be providing a brief State legislative
update. With the legislature adjourning this past Friday
for the first year of the two-year legislative session,
several bills we have been tracking have made 1t to the
Governor®s desk, while others await further action when
the legislature returns in January.

You have before you the list of bills that we
were tracking, but there are a couple of additions since
it went to print. In particular, I wanted to note -- or
bring to your attention, Senate Bill 99, which ratifies
bargaining agreements between the State and Bargaining
Units 9 and 10, which represent the engineers and

scientists.
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As you may recall i1n January, the Governor®s
proposed budget i1ncluded several provisions designed to
control the State®s health care spend, including the cost
of retiree health care. While most of those proposals
were held by the legislature, the administration reached
agreements with Units 9 and 10 to begin pre-funding
retiree health care through the CalPERS CERBT program for
all current and future Unit 9 and 10 employees with
required employee contributions beginning July 2017 and
ramping up over the following 2 years along with matching
employer contributions.

The agreements also provide for Unit 9 and 10
employees first hired by the State on and after January 1,
2016 the elimination of employer contributions from
Medicare Part B premiums, a longer retiree health care
vesting schedule that requires 15 years of service for a
50 percent employer contribution, and 25 years of service
for a full employer contribution. |1t also reduced the
maximum employer contribution for annuitants and their
family members to an 80/80formula.

As for the two Board-sponsored bills, Senate Bill
216, our technical housekeeping bill, 1t received
unanimous support in the legislature and was signed into
law by the Governor on September 2nd.

Assembly Bill 1052, a bill we co-sponsored with
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CalSTRS to streamline the Board®"s contracting authority
for investment related contracts, while also receiving
unanimous support in the legislature so far, encountered
late opposition by the Department of Finance. We are
having conversations with the administration to address
their concerns i1n anticipation of moving the bill forward
next year.

Of the bills that the Board has reviewed or taken
positions on this year, several have made i1t to the
Governor®s desk, where he has until October 11th to sign
or veto. OF particular note is Senator de Ledn"s Senate
Bill 185, the thermal coal divestment bill. In addition,
Senate Bill 546, the large group health plan rate review
bill by Senator Leno, which CalPERS was able to support
once 1t was amended to eliminate the proposed rate
approval process.

And also on the Governor®s desk i1s Senate Bill
671 by Senator Hill, which creates a pathway for
biosimilars to be prescribed here 1in California. We were
ultimately able to withdraw the Board®s opposition once
the bill was amended to streamline the physician
notification requirements.

However, another bill the Board supported,
Assembly Bill 533 by Assembly Member Bonta, which would

have restricted the health care billing practice called
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balance billing failed in 1ts final concurrence vote on
the Assembly floor. However, i1t may be taken up again in
January.

Moving off the bill list and on to other
end-of-session action, a number of leadership changes were
made and announced. On the Senate side, the Senate
Republican installed Jean Fuller from Bakersfield as their
leader during the end of session, rather than wait until
their previously planned transition later this fall. She
replaces senator Bob Huff who 1s termed out at the end of
next year.

On the Assembly side there were more changes.
First, Assembly Member Jim Cooper has been named the
Assembly PERS Committee Chair replacing Assembly Member
Bonta, who remains the Health Committee Chair. Cooper is
from the Sacramento area community of Elk Grove, where he
has served on the city council. He 1s also a retired
Captain with the Sacramento County Sheriff"s Department.

Also, the Assembly Republicans have named Chad
Mayes from Yucca Valley as their next leader, with that
transition planned for January. He replaced Kristin Olsen
who 1s also termed out at the end of the year.

And last, but not least, the Assembly Democrats
have named Anthony Rendon from the L.A. County community

of Lakewood as their next leader, and the presumptive
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Assembly Speaker. The vote to install Rendon as the
Speaker Elect i1s planned for January. And a timeline for
the transition from current Speaker Atkins to Speaker
Rendon is expected to be worked out over the next couple
of months.

And that ends my presentation. |I"m available to
answer any questions.

PRESIDENT FECKNER: Thank you.

Mr. Jelincic.

BOARD MEMBER JELINCIC: There were a few bills
that were listed that are related to the 15/16 budget.
And I"m making the assumption that i1f they®"re not signed,
at this point, and chaptered, they®"re dead, even if it
says 1t"s still In a committee. |[Is that a fair
assumption?

LEGISLATIVE AFFAIRS ASSISTANT DIVISION CHIEF
BLACKLEDGE: Well, the could be used in the future.
However, most of those bills were stalled. There i1s one
bill that was added and 1t iIs on the Governor®s desk and
that would be Senate Bill 102. And that actually delays
by a year reporting requirement for CalPERS to provide
health data to the Department of Finance. All of the
others were used for other purposes or they"ve been held
for later use next year.

BOARD MEMBER JELINCIC: For gut and amends.
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LEGISLATIVE AFFAIRS ASSISTANT DIVISION CHIEF
BLACKLEDGE: Yeah.

BOARD MEMBER JELINCIC: Okay. Thank you.

PRESIDENT FECKNER: All right. Thank you.

Seeing no other requests. Thank you.

That brings us to Item 11, Public Comment. |1
have one request from the public to speak. Mr. Larry
Woodson, are you here?

Please come down to the corner microphone, and
you have up to 3 minutes. Please i1dentify yourself for
the record.

Just a second, we"ve got to get the microphone on
for you.

MR. WOODSON: Good monning.

PRESIDENT FECKNER: No. Just a second.

There you go.

MR. WOODSON: Am 1 okay?

Yeah. Good morning. My name is Larry Woodson.
I"m a retired State employee with Medicare and 3
dependents. We have a Blue Shield plan. And on August
17th 1 received a letter from CalPERS, along with over
40,000 other retirees, notifying us that our health plan
was being canceled and we would need to choose a new plan.

Since I am on Medicare and my depends are on a

basic plan, we are referred to as a combination family.
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The letter did not recognize our status as a combination
family, and provided no guidance for our unique needs. We
were offered two options. The first option was quote, "IT
you would like to be enrolled into UnitedHealthcare, no
action i1s needed on your part. CalPERS and UHC will work
together to enroll you Into UHC"s Medicare health plan
effective January 1 with no lapse i1n coverage'.

Of the 15,000 combo members, i1t i1s likely a
significant number will assume a seamless transition, take
no action, and find on January 1 that they have lost their
physicians and hospitals, since the UHC HMO does not have
many of the medical providers available that are on the
plans being discontinued. There 1Is no caution in the
letter that providers may be lost.

Friends of mine who received the same letter also
found it and website information confusing and incomplete.
UHC has greed to make website changes by today. However,
some already have made choices before corrections are
made .

My friends and 1 are all choosing PERSCare a more
expensive plan to CalPERS and to our families as well.

But this i1s the only way that we are able to keep our UC
Davis medical doctors for our dependents. UHC does
provide an HMO plan called Signature Value, which does

include UC Davis"s providers, but that plan, for some
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reason, 1s not available to us.

I sent Mr. McKeever an email yesterday making 3
recommendations and received a prompt email response from
him agreeing to 2 of the 3. CalPERS will send a letter of
clarification to members with combo families and will
update the CalPERS home page with clarifications. He
agreed to consider an extension of open enrollment for
combo members who may have made plan choices based on
confusing information. | hope the consideration results
in accommodation for them.

In conclusion, I would request the Board review
1ts June decision to cancel Blue Shield and the other 3
HMOs due to the hardships the action creates for retirees,
and instead add UHC as another plan option letting the
marketplace of retirees decide 1t the cheaper plans with
more restrictive medical provider lists meet their
family®s needs.

Thank you.

PRESIDENT FECKNER: We thank you for your
comments. We thank you for your interaction with our
staff, and we certainly wish you to continue your
communication, because 1t helps to continue doing what we
do well. So thank you for your communication

MR. WOODSON: Thank you.

PRESIDENT FECKNER: Seeing no other requests to

J&K COURT REPORTING, LLC 916.476.3171




00 N o 0o b~ W N P

N N N N NN RBP B RBP B R P P P PP
g A W N P O © 0 N O OO d W N P+ O©

33

speak, we will now be moving into closed session, after
which we will be coming out of closed session for a brief
report, and then we will be going into the Board
Governance workshop in Room 1140 following that.

So this adjourns the open session of the meeting.
So we are recessing and going to closed session In 5
minutes. Thank you all for being here.

(Thereupon the meeting recessed i1nto closed

sesssion at 9:37 a.m.)

(The meeting reconvened open session at 10:40 AM)

PRESIDENT FECKNER: The Board has moved back into
open session to report out the personnel actions it took,
including the recommendations of the Performance,
Compensation and Talent Mangement Committee.

By a vote of 11 to 0O, with O abstentions, the
Board approved the 2014-15 annual qualitative performance
ratings and award for the Chief Executive Officer.

Number 2, by a vote of 11 to O with O
abstentions, the Board approved the 2014-15 base increase
for the Chief Executive Officer.

This concludes the action taken i1n closed
session. This meeting 1s adjourned.

(Thereupon the California Public Employees”

Retirement System, Board of Administration

open session meeting adjourned at 10:41 AM)
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