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A Message from the Chief Financial Officer

The Total Budget for the California Public Employees’ Retirement 
System’s (CalPERS) Fiscal Year 2014-15 represents continued 
process improvements and reductions in cost  With continued fiscal 
prudence, this is the second year the organization has successfully 
brought forward a budget below the current year budget  

Reductions in cost was a collaborative effort with all 
leaders of CalPERS working to identify efficiencies in  
the organization and improved business process 
workflows  A budget has been put in place to help  
us be more efficient and better serve our members 

Another large milestone reached by our organization 
was the completion of the my|CalPERS project  This 
year marks a transition to maintenance status with 
investment in some enhancement and optimization 
features  Members are now able to gain greater  
access to benefit information, tutorials, and other  
tools to better manage their accounts online  

The following are the budget highlights:

 • Security Roadmap project continues with a focus  
on Phase III for data loss prevention and security  
of information and event management controls 

 • Growth in staffing continues the effort to reduce 
reliance on outside consultants to lower costs and 
provides resources for the Investment Office and  
new Treasury Management functionality  

 • Asset Liability Management strategy calls for  
integration of assets and liabilities to keep CalPERS 
funded status sustainable for multiple generations 

 • Development of an enterprise Treasury Management 
function to enhance cash controls, cash integrity,  
and liquidity management 

 • Health plan contract enhancements to aid in  
continuation of recent strategic improvements to 
contain healthcare costs 

 • Long Term Care strategy shifts to a new continuous 
open enrollment process to strengthen financial 
viability 

 • Redesign of the Actuarial Valuation System to  
support the Governmental Accounting Standards 
Board (GASB) reporting requirements 

The focus of the Fiscal Year 2014-15 Total Budget 
continues to demonstrate the mission of CalPERS, 
priorities of the enterprise, and priorities of our  
stakeholders in a transparent manner  Budget  
decisions were focused on a value-based,  
managed-risk perspective, value to our members,  
and fiscal responsibility  We consider these  
strategies to be an investment in our future 

Cheryl Eason, MBA, CPA CGA, RPA, DMC
Chief Financial Officer
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Introduction & Overview

Serving those who serve California
At CalPERS, we are part of the fabric of California   
For more than eight decades, we’ve built retirement  
and health security for people who invest their lifework 
in the state  Their contributions help move all of us 
forward through services such as education, transporta-
tion, safety and the environment  As stewards of the 
System, we ensure that their benefits and earned 
retirements are as enduring as the state they maintain 

To support our employers, members and their benefi-
ciaries, we also invest in the health and infrastructure  
of California building portfolios that bolster local 
business and funding enterprises that directly influence 
and stimulate our state economy  With an unwavering 
commitment to retirement security and wellness, we 
help create equity in the future for generations to come 

We are proud to serve those who serve California 

CalPERS Investments
As the nation’s largest public pension fund with assets 
totaling more than $300 1 billion as of June 30, 2014, 
CalPERS investments span domestic and international 
markets 

The CalPERS Board has investment authority and  
sole fiduciary responsibility for the management  
of CalPERS assets  With the Board’s guidance, the 
CalPERS Investment Committee and Investment  
Office carry out the daily activities of the investment 
program 

CalPERS has generated strong long-term returns  
by effectively managing investments to achieve the  
highest possible return at an acceptable level of risk  
The CalPERS portfolio is diversified into several asset 
classes, so any weakness in one area is offset by  
gains in another  The Board follows a strategic asset 
allocation policy that targets the percentage of funds 
invested in each asset class 

CalPERS Organization
CalPERS is the largest defined benefit fund in the U S  
and is dedicated to providing world-class retirement 
and health benefit services to more than 1 6 million 
retirement system members, 1 3 million health plan 
members, and 3,093 public school, local agency and 
state employers 

Headquartered in Sacramento, CalPERS also operates 
eight Regional Offices located in Fresno, Glendale, 
Orange, Sacramento, San Diego, San Bernardino,  
San Jose, and Walnut Creek 

Led by a 13-member Board of Administration (Board) 
consisting of member-elected, appointed, and ex officio 
members, CalPERS membership (as of June 30, 2014) 
consists of 1,129,014 active and inactive members and 
592,270 retirees, beneficiaries, and survivors from 
state, school, and public agencies 

Established by legislation in 1931, the CalPERS System 
(System) became operational in 1932 for the purpose  
of providing a secure retirement to state employees   
In 1939, new legislation allowed public agency and 
classified school employees to join the System for 
retirement benefits  CalPERS began administering 
health benefits for state employees in 1962, and five 
years later, public agencies joined the Health Program 
on a contract basis 

A defined benefit retirement plan, CalPERS provides 
benefits based on a member’s years of service, age,  
and highest compensation  In addition, benefits are 
provided for disability and death  Today CalPERS offers 
additional programs, including long-term care insur-
ance, a deferred compensation retirement savings plan, 
and member education services  
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CalPERS Pension Buck
The CalPERS Pension Buck illustrates the sources of 
income that fund public employee pensions  Pension 
fund income over the last 20 years (as of June 30, 2014) 
show that investment earnings account for 67 cents of 
each dollar paid in pensions, 21 cents from employers 
and 12 cents from employees 

Pensions are jointly funded by employer and employee 
contributions, which are invested so that pension  

fund dollars grow over time  Workers contribute up to  
11 5 percent of their paycheck to help fund their own 
pensions 

CalPERS pension payments generate more than  
$30 billion of economic activity per year in California, 
supporting more than 113,000 jobs and generating 
nearly $800 million in sales and property tax revenue 
every year 

67¢ Investment Earnings

21¢ CalPERS Employers

12¢ CalPERS Members

Source: CalPERS, Income 
over the last 20 years as 
of June 2014.

Strategic Goals and Strategies
CalPERS Strategic Plan contains the strategic goals and 
strategies of the organization over a five-year period 
and is used to align the enterprise budget structure with 
the organization’s priorities, mission, and objectives  
This is done in an effort to provide responsible and 
efficient stewardship of the System to deliver promised 
retirement and health benefits, while promoting wellness 
and retirement security for members and beneficiaries  

Strategic Planning
In 2012, the CalPERS Board adopted the CalPERS 
2012-17 Strategic Plan that guides the development of 
our Business Plans  This comprehensive Business Plan 
supports and helps CalPERS accomplish our strategic 
goals, which are:

 • Improve long-term pension and health benefit 
sustainability 

 • Cultivate a high-performing, risk-intelligent and 
innovative organization  

 • Engage in State and national policy development to 
enhance the long-term sustainability and effective-
ness of our programs 

Business Planning 
The Business Plan initiatives are shaped with the 
strategic goals as a guide and are intended to sharpen 
organizational focus and help sustain the pension and 
health programs, enhance customer service, strengthen 
our internal organization and advance policy develop-
ment  It is a systematic method to anticipate and adapt 
to expected changes  

The CalPERS Business Plan sets the operational direc-
tion and focus on aligning the organization’s work with 
the Strategic Plan over a two-year period  
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Aligning Strategic, Business and Budget Planning

Strategic Planning
 » Long-term, 5-year plan (2012–17)

 » Foundation for Business Plan

Business Planning
 » 2-year plans

 » Formulation of initiatives

 » Approved by Board

Budget Planning
 » Identification of resourcing needs

 » Formulation of formal budget requests

Forecasting/Mid-Year Requests
 » Monthly management and status reporting

 » Quarterly forecasting

 » Budget transfers

Strategic Planing is the key to assuring that our organi-
zation is prepared for the challenges of tomorrow  
and an essential first step in the development of a 
results-based planning process  With a focus on the 
long-term, the strategic goals and objectives set out  
in the strategic plan provides a sense of direction and 
continuity with an opportunity to influence the future 

The Business Plan development process is an organi-
zational wide approach to establishing enterprise 
priorities and initiatives to focus the organization’s 
efforts  The two-year business plan is reviewed and 
updated annually as part of a “rolling” two-year 

planning cycle including assessment of various  
performance measures for success in meeting estab-
lished goals 

CalPERS core values of Quality, Respect, Accountability, 
Integrity, Openness, and Balance continue to guide  
our work  Executive Leadership has identified specific, 
achievable objectives that play a fundamental role in 
accomplishing our goals  The comprehensive Business 
Plan supports and helps us accomplish our strategic 
goals  The following chart details the Fiscal Year 
2014-16 Business Plan Initiatives as they correspond  
to CalPERS strategic goals and objectives 
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Strategic Goals and Objectives

Strategic Goal Objectives Initiatives

Goal A:  
Improve  
long-term pension 
and health benefit 
sustainability

Fund the System through an integrated  
view of pension assets and liabilities

Actively manage and assess funding risk through an asset liability 
management framework to guide investment strategy and actuarial 
policy

Educate employers and other  
stakeholders to make informed  
decisions about retirement security  
and health care

Provide employers and other stakeholders with thorough,  
risk-based information about the expected course and variability  
of future pension contribution requirements

Expand member and employer access to information regarding the 
cost and quality of health care and ways to impact those trends

Provide existing and prospective Long-Term Care Program policy 
holders with premium and other information to improve decision 
making

Deliver target risk-adjusted investment 
returns

Implement programs and initiatives that improve investment 
performance and ensure effective systems, operations and controls 
are in place

Ensure high-quality, accessible, and 
affordable health benefits

Implement new approaches and expand efforts already proven to 
reduce health care costs and improve health outcomes, including 
changing how we contract with health plans

Create a lifestyle of wellness among 
members and employers

Establish partnerships that focus on increasing public and private 
sector focus on wellness. 

Develop and administer an independent wellness platform that 
ensures the active engagement of employees and employers

Goal B:  
Cultivate a  
high-performing,  
risk-intelligent  
and innovative 
organization

Use a focused approach to generate,  
test, refine, and implement new ideas

Adopt methodologies that empower staff to quickly test, vet and 
refine ideas that improve internal and external performance and 
services

Deliver superior end-to-end customer 
service that is adaptive to customer  
needs

Promote the use of business intelligence throughout the 
organization to optimize customer service and delivery

Enhance business processes to achieve high-quality, timely, 
effective and efficient customer service deliver to our members and 
employers

Recruit, retain, develop, and empower  
a broad range of talents against 
organizational priorities

Develop and implement a comprehensive talent management 
strategy that includes recruitment, knowledge transfer, succession 
planning, and a methodology to regularly gauge employee 
satisfaction

Actively manage business risks with  
an enterprise-wide view

Develop a robust risk-intelligent culture through enhanced 
governance, risk assessment and mitigation, and collaboration  
with stakeholders

Goal C:  
Engage in  
state and  
national policy 
development  
to enhance the  
long-term 
sustainability and 
effectiveness of  
our programs

Clarify and communicate CalPERS 
perspective on pension, health, and  
financial markets

Establish principles and beliefs to guide public policy engagement by 
the System

Provide education and engagement 
opportunities to shape policy agenda  
and expand impact

Develop new strategic partnerships with academic institutions, 
governmental organizations, non-profits, the financial sector and 
the California business community

Develop a series of thought leadership initiatives that promote 
CalPERS priorities and policies

Elevate the profile of CalPERS Board and Executive Leadership 
through strategic involvement at industry and stakeholder events
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Short Term Organization Factors
The objective of the budget process is to address the 
immediate needs of the organization, such as preserv-
ing the current level of service to our members while 
making progress towards the implementation of 
CalPERS long-term goals 

Incorporated into the FY 2014-15 annual budget are  
the following assumptions and factors that guided the 
development of the budget to meet the immediate 
needs of the organization:

 • The administration of health and retirement benefit 
costs continues to be on the rise for a total of  
$9 5 million ($4 3 million for retirement and  
$5 2 million for health) 

 • Enterprise efforts to reduce reliability on temporary 
staffing costs are anticipated to decrease by  
$6 3 million, from $20 6 million to $14 3 million 

 • State of California central administrative services  
(pro rata) costs are increasing due to a higher alloca-
tion assessed to the CalPERS organization  The 
assessment is increasing costs by $3 2 million 

 • Salaries & wages have increased by 2 percent per a 
new collective bargaining agreement between Service 
Employees International Union (SEIU local 1000) and 
Governor Brown’s administration 

 • Ongoing cost saving efforts to insource investment 
operating functions by transitioning portfolio manage-
ment activities from investment consultants to State 
staff will continue  This is expected to reduce costs 
associated with external investment management 
consultants 

 • Increasing lease space for relocation of call center staff 
is due to expanding workspace needs 

Enterprise Priorities and Risks
The FY 2014-15 Budget is focused on core business 
needs critical to CalPERS long-term strategy and 
furthering our mission of building retirement and health 
security for those who serve California  The initiatives 
comprised in the budget will be implemented to achieve 
efficiencies, identify and implement cost-saving meas-
ures, manage risks, and deliver quality customer service 

and strong affordable health care programs to effec-
tively deliver retirement and health security for 
California public workers 

The budget provides the annual financial plan for  
FY 2014-15 and supports Goal B of the CalPERS 
2012-17 Strategic Plan, which is to cultivate a high-
performing, risk-intelligent and innovative organization  
Through the annual budget process, CalPERS staff 
addresses and mitigates certain risks throughout the 
enterprise  The end result of this process allows for the 
enhancement of business processes, ultimately height-
ening the quality and efficiency of service to our 
members, employers, and stakeholders 

The document compiles the financial data needed to 
support CalPERS goals, is aligned with the initiatives 
outlined in CalPERS approved 2014-16 Business Plan, 
and is based on the departmental review of operations  
This budget was built upon five key areas:

 • Sound organizational governance
 • Alignment of the budget to CalPERS strategic goals 
and business initiatives

 • Realistic cost containment
 • Expanded use of technology
 • Strong customer focus

Budget Highlights
These five key areas of focus were used to identify the 
budgetary need for the fiscal year  Some of the major 
highlights of the FY 2014-15 Budget include:

 • Redesign of the Actuarial Valuation System (AVS) to 
meet evolving actuarial practices, including changes 
required for employers to comply with new standards 
as required by GASB 

 • Resources to develop and implement strategies for the 
continued growth of the California Employers’ Retiree 
Benefit Trust (CERBT) Program  

 • Development of an enterprise treasury management 
function to enhance cash controls, cash integrity, and 
liquidity management 
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 • Implementation of new financial reporting require-
ments for GASB and improving financial reporting as 
recommended by the external auditors 

 • Continued development of Business Intelligence tools 
to leverage data and information to support decision 
making through data integration and business-focused 
analytics 

 • Optimization of the myICalPERS system to realize 
increased operational efficiencies and enhance system 
functionality 

 • Ongoing cost saving efforts to transition portfolio 
management activities from investment consultants 
to state employees 

 • Continued efforts to support the Long-Term Care 
Program and employer wellness partnerships to 
improve health cost trends and increase the number 
of covered lives 

 • Continuation of the Security Roadmap Phase III effort 
to protect and secure CalPERS technology and 
information through data loss prevention and informa-
tion/event management controls 

In the previous FY 2013-14 Budget, key priorities of the 
organization that were met include:

 • Completion of the myICalPERS project 
 • Increase in the number of Public Agency audit 
reviews 

 • Consultant reduction by insourcing consultant 
workload to State employees 

 • Pension reform and GASB implementation due to 
passage of the pension reform legislation (Assembly 
Bill 340) 

 • New Long-Term Care Program benefit design for 
continuous open enrollment 

 • Increase in outside counsel due to municipal bank-
ruptcy and long-term care litigation due to insurance 
premium increases 

 • One-time funding for enhancements to the health 
care data warehouse  

 • Management of new flex-funded health plans  
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Budget Overview
The CalPERS Total Budget focuses on the organization’s 
three strategic goals:

 • Improve long-term pension and health benefit 
sustainability 

 • Cultivate a high-performing, risk-intelligent and 
innovative organization 

 • Engage in state and national policy development  
to enhance the effectiveness of our programs 

Total Budget Summary
The FY 2014-15 CalPERS Total Budget of $1 86 billion 
represents an overall decrease of approximately  
$26 0 million or 1 4 percent from the FY 2013-14 
approved budget of $1 89 billion  Specifically, this is a 
$27 4 million (4 7 percent) decrease to the total operat-
ing costs, a $13 5 million (1 3 percent) decrease to the 
investment external management fees, and a partial 
offsetting increase of $14 8 million (5 4 percent) for 
third-party administrator fees 

CalPERS Total Budget for Fiscal Year 2014–15 (in millions)

Budget to Budget

FY 2013–14 
Authorized 

Budget
FY 2013–14 

Forecast

FY 2014–15 
Approved 

Budget

$ Change 
increase/

(decrease)

% Change 
increase/

(decrease)

Administrative Operating Cost $425.2 $420.5 $415.1 ($10.1) (2.4%)

Investment Operating Cost 84.4 84.4 80.6 (3.8) (4.5%)

TOTAL OPERATING COST $509.6 $504.9 $495.7 ($13.9) (2.7%)

Enterprise Projects 33.3 33.0 27.9 (5.4) (16.2%)

Headquarters Building Costs 40.7 34.2 32.6 (8.1) (19.8%)

SUBTOTAL $583 .6 $572 .1 $556 .2 ($27 .4) (4 .7%)

Investment External Management Fees $1,030.0 $1,030.0 $1,016.5 ($13.5) (1.3%)

Third-Party Administrator $274.5 $274.5 $289.3 $14.8 5.4%

CalPERS TOTAL BUDGET $1,888.0 $1,876.5 $1,862.0 ($26.0) (1.4%)

TOTAL POSITIONS 2,696 2,696 2,727 31 1.1%
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Key changes in the FY 2014-15 CalPERS Total Budget 
include the overall net decrease of $26 million (increase 
of $45 million offset by a decrease of $71 million) from 
the previous year’s FY 2013-14 approved budget 

Cost increases of $45 million are associated with:

Cost increases (in millions)

Salaries and wages $8

Benefit costs 10

Third-Party administrator fees 15

General expenses and facilities 
operations

4

Central Administrative Services 3

Trading and portfolio management 
systems

2

Communication and travel 2

Other 1

Total increase $45

Cost decreases of $71 million are associated with:

Cost decreases (in millions)

Equipment replacements completed in 
the current year

($15)

Consultant and professional services (15)

Investment external management fees (14)

Data processing services (9)

Headquarters building costs (8)

Outside counsel services (5)

Project costs (5)

Total reductions ($71)



CalPERS 2014–15 Annual Budget 110

Financial Structure, Policy and Process

CalPERS Organizational Chart
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INVESTMENTS, FUNDING & FINANCIAL

BENEFITSENTERPRISE SUPPORT

ENTERPRISE SUPPORT

General Counsel Office

 — Investigations Unit

 — Legal Office

 — Office of Audit Services

External Affairs

 — Office of Governmental 
Affairs

 — Office of Public Affairs

 — Stakeholder Relations

Customer Services & 
Support

 — Affiliate Program Services 
Division

 — Benefit Services Division

 — Customer Account 
Services Division

 — Customer Service & 
Outreach Division

Benefit Programs Policy  
& Planning

 — Center for Innovation

 — Health Plan Administration 
Division

 — Health Policy Research 
Division

 — Policy & Administration 
Services Division

 — Retirement Research & 
Planning Division

Investment Office

 — Asset Allocation & Risk 
Management

 — Global Equity

 — Global Fixed Income

 — Global Governance

 — Private Equity

 — Real Assets

 — Targeted Investment 
Programs

 — Investment Core Services

Investment Office

 — Investment Compliance 
& Operational Risk

 — Investment Servicing 
Division

Financial Office

Office of Enterprise 
Risk Management

 — Enterprise Compliance 
Division

 — Enterprise Risk 
Management Division

 — Financial Reporting & 
Accounting Services Division 

 — Treasury Management

 — Financial Planning, Policy 
& Budgeting Division

Operations & Technology

Information Technology 
Services Branch

 — Business Application 
Infrastructure Services

 — Customer Technology  
& Support Division

 — Data Center Management 
Division

 — Enterprise Solutions  
Development Division

 — IT Performance &  
Accountability Division

 — Technology Innovation  
& Strategic Services 
Division

 — CalPERS Diversity Outreach 
Program

 — Enterprise Strategy & 
Performance Division

 — Human Resources Division

 — Operations Support  
Services Division

Actuarial Office 

 — Actuarial Office

Expanded Organizational Chart
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Fund Description and Structure
CalPERS has five budgetary funds which are approved 
by the CalPERS Board and funded at the beginning of 
each new fiscal year  

The CalPERS fiscal year is a 12-month period beginning 
every July 1 and ending June 30  The Board approves 
fund balances every July 1st for purposes specific to that 
fund  Any appropriated funds that are not used over the 
course of the 12-month fiscal year are no longer acces-
sible after fiscal year end  The five budgetary funds are 
independent of each other and appropriations cannot be 
commingled or transferred among the various budgetary 
funds  Authority for these budgetary funds are based on 
internal CalPERS policies or statutorily appropriated by 
the State of California Government Code 

CalPERS Budgetary Funds
1  Total Operating Costs Fund —The Total Operating 

Costs Fund is statutorily authorized per Article XVI, 
Section 17 of the California Constitution  It allows for 
the budget to fund all functional cost centers within 
the CalPERS enterprise  

2  Enterprise Projects Fund—The Enterprise Projects 
Fund is statutorily authorized per Article XVI, 
Section 17 of the California Constitution  It allows  
for the budget to fund special projects that are 
temporary in nature 

3  Headquarters Building Costs Fund—The CalPERS 
Headquarters Building Costs Fund is statutorily 
appropriated in California State law per Government 
Code § 20199  It provides for the purchase and 
maintenance of facilities that CalPERS owns and 
manages 

4  Investment External Management Fees Fund— 
The CalPERS Investment External Management Fees 
Fund is statutorily appropriated in California State 
law per Government Code § 20172, 20208, and 
20210  The Investment External Management Fees 
Fund provides for expenditures related to external 
investment advisors and other investment related 
expenses 

5  Third-Party Administrator Fees Fund—The  
Third-Party Administrator Fees Fund is statutorily 
authorized per Article XVI, Section 17 of the 
California Constitution  This budget tracks expenses 
for programs that provide benefits to the members 
of CalPERS including: CalPERS Self-Funded Health 
Program, Long-Term Care Program, and 
Supplemental Income Plan 
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Department/Fund Relationship

Budget Fund Structure
The diagram below provides a breakdown of CalPERS 
departments within each of the budget fund structures.

Total Operating  
Cost Fund

 — Actuarial Office

 — Benefit Programs 
Policy & Planning

 — Customer Services  
& Support

 — External Affairs

 — Financial Office

 — General Council 
Office

 — Investment Office

 — Operations & 
Technology

Headquarters 
Building Costs Fund

Investment External 
Management  
Fees Fund

Third-Party 
Administrator  
Fees Fund

Enterprise  
Projects Fund

CalPERS  
Budgetary Funds

 — Information 
Technology System 
Development

 — Infrastructure

 — Process 
Improvements

 — Facilities Support 
Budget

 — Lincoln Plaza  
Building Account

 — 1800 3rd Street

 — 1800 7th Street

 — External Management 
Base Fees

 — External Management 
Performance Fees

 — Self/Flex-Funded 
Health Program

 » Anthem Blue Cross

 » Blue Shield

 » Health Net

 » Sharp Health Plan

 » United Healthcare

 — Pharmacy Benefit 
Manager

 » CVS Caremark

 — Long-Term Care 
Program

 » LTCG

 — Supplemental  
Income Plan

 » ING
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Total Operating Costs Fund
The Total Operating Costs Fund is the primary operat-
ing fund for departments within the enterprise and is 
used to account for financial transactions and resources 
of the organization  Costs are covered by revenues 
derived from the Trust Funds per Board approval of  
the annual budget  The operations and expense centers 
included in the Total Operating Costs Fund include:

 • Actuarial Office
 • Benefit Program Policy and Planning
 • Customer Services and Support
 • External Affairs
 • Financial Office
 • General Counsel Office
 • Investment Office
 • Operations & Technology

Expense types for these areas include:

 • Personal services, which is broken out into base 
salaries and wages, benefits, temporary help,  
overtime, and incentive compensation 

 • Operating expenses include office supplies, subscrip-
tions, software, printing, postage, travel, training, 
consulting and professional services, audit services, 
communications, data processing, equipment and 
other general operating expenses  

 • Investment operating costs which primarily include 
technology expenses for data, analytics, trading  
or portfolio management systems and business 
operations tools; investment consultant and system 
consulting fees; portfolio management services and 
subscriptions; legal, appraisal and tax advisory 
services  

Enterprise Projects Fund 
The Enterprise Projects Fund accounts for special 
projects (predominately technology related) and 
one-time operations deemed temporary in nature   
The projects may be completed in one budget cycle,  
or may need to be funded over multiple budget cycles  
Expenses are primarily related to temporary staff, 
training, consulting and professional services, hardware 
and software  Costs are covered by revenues derived 
from the Trust Funds per Board approval of the annual 
budget  At the conclusion of a special project, the 
ongoing maintenance and operational costs, if any, are 
transitioned over to the Total Operating Costs Fund  

Headquarters Building Costs Fund
The Headquarters Building Costs Fund provides for  
the purchase and maintenance of facilities that CalPERS 
owns and manages and accounts for costs relating  
to maintaining CalPERS main campus, an emergency 
operations center, and two outlying properties at  
1800 3rd Street and 1800 7th Street, Sacramento, 
California  

Costs consist of operating expenses related to: 

Building support for expenditures on items such as 
insurance, maintenance and improvements 

 • The Lincoln Plaza Building costs are for maintaining 
the buildings that house CalPERS staff and provides 
support services including utilities, security, landscap-
ing, janitorial, maintenance, and engineering 

 • The 1800 3rd Street costs are for the properties  
and parking garage, which are available for tenant 
occupancy 

 • The 1800 7th Street costs are for the properties, 
which are available for tenant occupancy 

Headquarters building costs are partially funded by 
outside rental income, and the remaining costs are 
covered by revenues derived from the Trust Funds  
per Board approval of the annual budget  
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Investment External Management Fees Fund 
The Investment External Management Fees Fund 
accounts for costs related to external management  
of CalPERS investment portfolios including base fees 
and performance fees  Costs are covered by revenues 
derived from the Trust Fund appropriations set by the 
Board in the formal budget process  

Third-Party Administrator Fees Fund 
The Third-Party Administrator Fees Fund accounts for 
fees paid to third-party administrators that manage 
programs that provide health care and benefits to the 
members of CalPERS including the self-funded health 

care programs, pharmacy benefit management, the 
long-term care program and supplemental income 
plans for three defined contribution programs  By 
contracting with health maintenance organizations to 
manage health benefits, the program allows members 
of CalPERS ease of use, and inherent cost savings for 
these benefits  Recent increases in the number of health 
providers allows for more choice and thus, additional 
member participation in the program 

Costs are covered by revenues derived from the  
Trust Fund appropriations set by the Board in the  
formal budget process 

Basis of Budgeting and Accounting
The basis of budgeting differs from the basis of account-
ing in that the basis of budgeting is modified accrual and 
basis of accounting is full accrual  

Budgeting
For budgeting purposes, the CalPERS budget is 
managed using the modified accrual basis of accounting 
in accordance with budgetary accounting practices  In 
modified accrual, revenues are recognized when they 
become available and measurable  Expenditures are 
recognized when the liability is incurred, except on general 
long-term contracts which are recorded when due  

Accounting
The CalPERS accounting and financial reports are 
managed and prepared in accordance with the guide-
lines of GASB  
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Financial Policies
The following policies reflect the overall framework that 
CalPERS uses  These policies are reviewed annually and 
updated as required 

Governance Policies
 • The Global Governance Policy—Provides CalPERS 
with a system of policies and structure by which the 
long-term goals and strategic plans are guided  The 
global governance structure specifies the distribution 
of authority and accountability among different levels 
of the organization  It details best practices and 
guiding principles for making decisions throughout  
the organization and provides a mechanism for 
accountability  Good governance ensures that 
CalPERS funds are used for the sole benefit of our 
members to produce the long-term, risk-adjusted 
returns that pay pensions  

 • The Regulations Analysis Policy—Allows CalPERS  
to advocate for its members and stakeholders by 
providing information and in-depth policy analyses  
to state and federal governmental entities; educating 
CalPERS about relevant changes in state and federal 
laws; and works with members and stakeholders  
to ensure the integrity of the CalPERS trust funds  

General Policies
 • Bill Analysis Policy—Provides analysis of legislative 
bills or the effects of proposed measures or amend-
ments and the fiscal impact affecting the organization  
The purpose of bill analysis is to provide the organiza-
tion with information concerning the probable 
programmatic and fiscal effects of pending legislation  
CalPERS puts forth a position when the organization 
supports or rejects proposed legislation that creates 
an impact to CalPERS 

 • Contract and Amendments Policy—Provides trans-
parency and ensures there is awareness of significant 
contracts; to give the executive team the opportunity 
to participate in significant contract decisions before 
being finalized; and to assist in monitoring responsi-
bilities regarding contract decisions  Certain contracts 
and purchases that exceed a threshold of $1 million  
or more will be reported on a prospective basis to  
the Board 

 • Cost Allocation Policy—Identifies, accumulates and 
distributes allowable direct and indirect organizational 
costs to the funding sources on an equitable basis 

 • Position Tracking and Control Policy—Defines 
CalPERS’ internal controls when establishing new 
authorized positions for the organization  All proposals 
are presented to the CalPERS Board whose authority  
it is to review and approve the proposals to begin  
the process of establishing new positions  Position 
control resides with the Financial Office  

 • Pro Rata Policy—Defines CalPERS established 
guidelines determined by the California Department  
of Finance to identify statewide central administrative 
service costs paid from the General Fund that are 
chargeable to, and can be recovered from, special funds  
CalPERS has control processes in place to ensure the 
Pro Rata assessment charges are reasonable 

Fiscal Control and Operating Budget Policies
 • Accounting Policy—Requires CalPERS to establish 
and maintain its accounting systems according to 
Generally Accepted Accounting Principles (GAAP) 
and standards promulgated by the Government 
Finance Officers Association (GFOA), Government 
Accounting Standards Board (GASB), and the 
Financial Accounting Standards Board (FASB) 

 • Quarterly Reporting Policy—Details requirements  
so data is captured quarterly to develop reports 
displaying projected and actual expenditure activity 
and investment information to present to the Board 

 • Administrative Budget Policy—Allows CalPERS to 
develop the administrative budget plan for the upcom-
ing fiscal year and submit the plan to the Department 
of Finance for inclusion in the Governor’s Budget  The 
primary purpose is to develop a plan to operate within 
authorized budgeted levels and to comply with any 
restrictions or limitations enacted by the Legislature  

 • Annual and Mid-Year Budget Development Policy—
Defines how the Annual and Mid-Year Operating 
Plans and Budgets are developed within timeframes 
for review by the Board  In conducting these formal 
budgeting processes, CalPERS ensures the timely 
distribution of the annual budget for the operation of 
the organization and provides a means for 
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modification in the mid-year when projections reflect 
potential pressures or new opportunities  All in an 
effort to maintain a balanced budget within the 
organization’s authority which means that authorized 
amounts equal expenditures 

 • Budget Change Proposal (BCP) Policy—BCPs are 
traditional decision documents which propose a 
change to the existing budget level and are submitted 
to the California Department of Finance for review  
and analysis  This policy ensures consistency, provides 
guidelines when proposing a change to the level of 
service or funding sources for activities authorized  
by the California State Legislature to establish a new 
program that is not currently authorized, or to delete 
an existing program 

 • Budget Check Error Policy—Specifies a control in 
place to verify funding and appropriation availability in 
the accounting system when expenditures are posted 
against funding sources or an established encumbrance  
Daily checks implement the control and notification  
of funds and encumbrances availability in a timely 
matter to both the accounting and budget staff   
This policy assures a balanced budget within the 
authorized budget funds  

 • Budget to Actual (BTA) Reconciliation Policy—The 
budget reconciliation process serves as a control to 
confirm transactions were authorized, accurate and 
complete  The authorization and approval processes 
for transactions serve as initial components of the 
budget reconciliation  

 • Budget Transfer Policy—Establishes roles, responsi-
bilities and guidelines to request and approve budget 
transfers between a division’s budget line items, from 
one division’s budget to another, to and from the 
Unallocated Reserve Account and to cover unantici-
pated business needs 

 • Quarterly Projections Policy—Explains the compari-
son of quarterly expenditure projections using actuals 
against budget, identifies the methodology used and 
the total amount of anticipated expenditures  The 
remaining months of the fiscal year are used to 
identify divisions’ spending if they fall under, over  
or on budget, and to identify specific budget item 
concerns  

 • Legislative Budget Hearings Policy—Defines roles 
and responsibilities in attending the California State 
Legislatures two general committees: policy and  
fiscal  The majority of measures of proposed program-
matic or public policy changes are sent to the policy 
committee for review  Measures that could have a 
fiscal impact on the state are also sent to a fiscal 
committee to measure financial implications 

 • Revenue and Expenditure Analysis Policy—
Compares revenue and expenditure projections 
against actuals to identify fiscal year surpluses  
and/or deficits within the organization  Ensures 
divisions funding is adequate and funding sources  
do not exceed the appropriation levels 

 • Transferring Investment Expenses Policy—Maintains 
consistent reporting of Investment costs to the Joint 
Legislative Budget Committee and the Legislative 
Analyst Office  Identifies investment–related expenses 
in the Total Operating Costs Budget that should be 
more appropriately charged to the Investment 
External Management Fees Budget 



CalPERS 2014–15 Annual Budget 118

CalPERS Budget Process 
The CalPERS budget is a financial plan for the spending 
and allocation of resources needed to meet the organi-
zation’s mission, vision and values necessary to build and 
maintain retirement and health security for members 
that serve the state of California; in accordance with the 
California Constitution, Article XVI, Section 17  The 
budget reflects CalPERS values and priorities and is the 
basis in determining how and where to use resources 

Prior to building the budget, enterprise priorities are 
determined through a business planning process   
The five-year strategic plan and the two-year business 
plan are approved by the Board  The strategic goals  
of the enterprise, the mission of CalPERS, and the 
priorities of our stakeholders are incorporated into  
the budget process  

CalPERS has two budget processes during the fiscal 
year; the annual and mid-year budget processes  

CalPERS Budget Process

Annual Budget
 » One-year funding source

 » Board approval in April of each year

 » Budget approval effective July 1 – June 30

Mid-Year Budget
 » 6-month funding source for Board-directed, 

unanticipated and emergency needs only

 » Board approval in December of each year

 » Budget approval effective January 1 – June 30  
of each year if needed 
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Annual Budget Process
The annual budget process is for review of the organiza-
tion’s existing resources and requests for new resources 
required to meet CalPERS mission, strategic plan, and 
business plan priorities  The process begins in October 
of each year with submission of the Financial Office’s 
annual budget memo, to enterprise management, to 
provide a universal message detailing instructions, 
budget policy direction, and communication of  
expectations and objectives for the budget process 

In the annual budget process division’s operational 
budgets are reviewed to determine core operational 
budget needs to maintain current service levels  
Additionally, divisions requiring additional resources  
for new services, initiatives and projects submit detailed 
formal budget request documents for review and 
prioritization during the budget process  Executive 
management and the Financial Office work collabora-
tively with divisions through this process and in  
the recommended allocation of funding based on 
enterprise priorities 

The proposed budget is reviewed by the Board in an 
open public forum in March and April, with a first and 
second reading  The Board approves and adopts the 
annual budget in April with an annual budget effective 
date of July 1 of the new fiscal year  

Mid-Year Budget Process
The purpose of the mid-year budget process is to 
amend the approved annual budget with up to six 
months of funding for Board-directed, critical, emer-
gency, or unforeseen circumstances that arise after the 
start of the new fiscal year needing to be addressed and 
funded in the current year  The process begins in late 
August and the proposed mid-year budget is reviewed 
by the Board in an open public forum in November and 
December, as first and second readings, respectively  
The Board approves and adopts the mid-year budget  
in December with an annual budget effective date of 
January 1 in the current fiscal year 

Annual Budget Process Key Milestones

October
Annual budget 
process memo to  
the enterprise

October
Functional areas 
develop Formal 
Budget Requests 
(FBRs)

November 
Division Chiefs 
discuss FBRs, 
enterprise priorities, 
area needs and 
projects for  
upcoming year

December 
FBRs due to the 
Financial Office

December 
Financial  
Office analysis, 
prioritization, and 
recommendations  
of FBRs to executive 
management

January
Division Chiefs 
present their FBRs  
to executive 
management panel

February
Executive  
management finalize 
recommendations  
on FBRs to go 
forward to Board for 
review and approval

March
First reading of the 
annual budget to  
the Board

April
Second reading of  
the annual budget  
to the Board for final 
approval

July
Authorized budget 
takes effect on  
July 1st
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Financial Summaries

FY 2014-15 Annual Financial Plan 
The following budget provides the annual financial plan 
for FY 2014-15  CalPERS is committed to maintaining 
efficient and effective administration that is accountable 
and transparent to its stakeholders  This document 
compiles the financial data needed to support CalPERS 
goals which is aligned with the initiatives outlined in the 
CalPERS 2014-16 Business Plan, and is based on the 
departmental review of operations  

The $1 86 billion budget for CalPERS consists of five 
budgetary funds: Total Operating Costs Fund, Enterprise 
Projects Budget Fund, Headquarters Building Costs 
Fund, Investment External Management Fees Fund  
and Third-Party Administrator Fees Fund 

CalPERS Total Budget for Fiscal Year 2014–15 (in millions)

Budget to Budget

FY 2013–14 
Authorized 

Budget
FY 2013–14 

Forecast

FY 2014–15 
Approved 

Budget

$ Change 
increase/

(decrease)

% Change 
increase/

(decrease)

Administrative Operating Cost $425.2 $420.5 $415.1 ($10.1) (2.4%)

Investment Operating Cost 84.4 84.4 80.6 (3.8) (4.5%)

TOTAL OPERATING COST $509.6 $504.9 $495.7 ($13.9) (2.7%)

Enterprise Projects 33.3 33.0 27.9 (5.4) (16.2%)

Headquarters Building Costs 40.7 34.2 32.6 (8.1) (19.8%)

SUBTOTAL $583 .6 $572 .1 $556 .2 ($27 .4) (4 .7%)

Investment External Management Fees $1,030.0 $1,030.0 $1,016.5 ($13.5) (1.3%)

Third-Party Administrator $274.5 $274.5 $289.3 $14.8 5.4%

CalPERS TOTAL BUDGET $1,888.0 $1,876.5 $1,862.0 ($26.0) (1.4%)

TOTAL POSITIONS 2,696 2,696 2,727 31 1.1%
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CalPERS FY 2014–15 Budget (in thousands)

FY 2013–14 
Approved 

Budget

FY 2014–15 
Approved 

Budget

$ Change 
increase/

(decrease)

% Change 
increase/

(decrease)

TOTAL OPERATING COSTS

Actuarial Office  7,102  7,636  534 7.5%

Benefit Programs Policy and Planning  30,794  25,928  (4,866) (15.8%)

Customer Services and Support  101,375  94,647  (6,728) (6.6%)

Executive Office  5,913  4,693 (1,220) (20.6%)

Financial Office  25,256  23,469  (1,787) (7.1%)

General Counsel  27,688  25,177  (2,511) (9.1%)

Investment Office1  143,636  144,262  626 0.4%

Office of External Affairs  12,587  12,663  76 0.6%

Operations and Technology  134,560  125,807  (8,753) (6.5%)

Other  20,674  31,385  10,711 51.8%

SUBTOTAL  $509,584  $495,665  (13,919) (2 .7%)

Enterprise Projects Budget  33,288  27,908  (5,380) (16.2%)

Headquarters Building Costs  40,676  32,652  (8,024) (19.7%)

Investment External Management Fees  1,029,969  1,016,484  (13,485) (1.3%)

Third-Party Administrator  Fees1  274,488  289,291  14,803 5.4%

CalPERS TOTAL BUDGET  $1,888,006  $1,862,000  $(26,006) (1.4%)

1  Includes Self-Funded Health Program Fees, Long-Term Care Fees, 
and Supplemental Income Management and Custodial Fees

Total Operating Costs Budget Fund
The FY 2014-15 Total Operating Costs Budget  
is $495 7 million compared to $509 6 million in  
the FY 2013-14 Approved Budget  This is a decrease  
of $13 9 million (2 7 percent)  Of that total,  
$306 9 million (61 9 percent), represents personal 
services costs which are projected to increase by  
$17 8 million (6 2 percent) over the FY 2013-14 
Approved Budget  As an offset, Operating Expenses 
and Equipment costs of $188 7 million (38 1 percent), 
are decreasing by $31 7 million (14 4 percent) from  
the previous year  

Total Operating Costs Trend (in millions)
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Line Items of Expense (Financial Schedule)
The following chart highlights each change for the line 
item of expense within the Total Operating Budget:

Line Item Expense (in thousands)

FY 2012–13 
Actual 

 Expenses

FY 2013–14 
Approved 

 Budget

FY 2014–15 
Approved 

 Budget

$ Change 
increase/

(decrease)

% Change 
increase/

(decrease)

BUSINESS PLAN OPERATIONS:
[1 .1] PERSONAL SERVICES

Salaries & Wages  $155,470  $178,502  $192,753  $14,251 8.0%

Temporary Help 10,147 20,600 14,256 (6,345) (30.8%)

Overtime 1,490 2,224 2,012 (212) (9.5%)
Benefits 65,052 87,812 97,911 10,100 11.5%

TOTAL PERSONAL SERVICES  $232,158  $289,137  $306,932  $17,795 6.2%

[1 .2] OPERATING EXPENSES & EQUIPMENT
General Expense [1.2.1]  $7,471  $7,645  $9,440  $1,795 23.5%
Fund Admin Services/Subscriptions 4,464 6,478 5,759 (719) (11.1%)
Software 4,901 1,717 1,714 (4) (0.2%)
Printing 1,605 1,784 1,861 77 4.3%
Postage 3,050 3,439 2,528 (910) (26.5%)
Communications [1.2.2] 2,241 2,757 4,099 1,342 48.7%
Data Processing Services [1.2.3] 20,380 18,033 9,510 (8,523) (47.3%)
Travel [1.2.4] 1,732 2,652 3,628 976 36.8%
Training 1,234 1,465 1,829 364 24.9%
Medical Exam/Disability Travel 1,042 1,370 1,150 (220) (16.1%)
Facilities Operations [1.2.5] 3,787 3,911 5,387 1,476 37.7%
Central Administrative Services [1.2.6] 18,026 19,078 22,263 3,185 16.7%
Attorney General Services 133 189 189 0 0.0%
Consultant & Professional Services [1.2.7] 54,366 68,498 53,746 (14,751) (21.5%)
Outside Counsel [1.2.8] 26,641 25,111 19,853 (5,258) (20.9%)

Audit Services 1,481 1,096 1,528 431 39.3%

Master Custodian Fees 7,528 5,867 5,934 66 1.1%
Appraisal Fees/Tax Advisory Services 7,376 5,892 5,949 57 1.0%
Federal Lobbyist 790 800 900 100 12.5%

Admin Hearings 472 500 500 0 0.0%
Other Admin & Operating Expenses 522 661 1,310 649 98.2%
Consolidated Data Centers 191 777 777 0 0.0%
Trading & Portfolio Mgmt Systems [1.2.9] 9,282 11,995 14,335 2,340 19.5%

Data/Analytics 11,791 12,156 12,983 827 6.8%

Business Operations Tool/Other Technology 757 685 818 133 19.4%
Equipment (includes EDP) [1.2.10] 12,519 15,902 743 (15,159) (95.3%)

TOTAL OPERATING EXPENSES & EQUIPMENT  $203,782  $220,458  $188,733  $(31,725) (14.4%)

GRAND TOTALS  $435,940  $509,596  $495,665  $(13,931) (2.7%)
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1.1 Personal Services 
Information provided in the Position Summary Schedule 
page 40 

1.2 Operating Expenses & Equipment
The Operating Expenses and Equipment costs of $188 7 
million represent a decrease of $31 7 million (14 4 
percent) from the FY 2013-14 Approved Budget, and 
$27 8 million (12 8 percent) from the FY 2013-14 
Forecast 

Total Operating Costs Trend (in millions)

[1 .2 .1] General Expense
Examples of items that post to the General Expense 
budget are general office supplies, subscriptions, 
membership fees, and conference costs  The 

$1 8 million increase for this line item is a cumulative net 
effect to the enterprise primarily due to the increase in 
staffing for the organization, which caused expenses to 
rise in this line item 

[1 .2 .2] Communications
The Communications budget is increasing by $1 3 million 
primarily due to the redirection of telecommunications 
expenses from the Headquarters Building Costs Budget 
to the Information Technology Services Branch Total 
Operating Costs Budget 

[1 .2 .3] Data Processing Services
Data Processing Services for the organization are 
decreasing by $8 5 million since larger expenditures 
were realized in the FY 2013-14 Approved Budget to 
fund Oracle hardware and software costs, and mainte-
nance and operations costs that benefit enterprise-wide 
applications 

[1 .2 .4] Travel
An increase of $1 0 million to the travel budget line item 
is primarily due to the Investment Office bringing more 
portfolio management functions in-house, which 
increases due diligence traveling  The Customer Service 
and Support Branch is increasing the number of remote 
retirement planning fairs in FY 2014-15, which increases 
the amount for travel 

[1 .2 .5] Facilities Operations
The facilities operations line item increase of $1 5 million 
is due to the Fresno Regional Office acquisition of 
additional square footage, and a newly planned off-site 
location for the CalPERS Call Center of the Customer 
Service and Outreach Division 

[1 .2 .6] Central Administrative Services
The State of California identifies and recovers central 
administrative services costs such as accounting, 
budgeting, computing, payroll services, etc , from state 
departments funded from special and non-governmen-
tal cost funds (pro rata)  The increase of $3 2 million to 
the central administrative services budget line is due to 
a higher allocation assessed to the CalPERS 
organization 

[1 .2 .7] Consulting and Professional Services
The Consulting and Professional Services budget  
is anticipated to decrease by $14 8 million  Over  
$9 0 million is attributable to a reduction of one-time 
costs for the Health Program area from the previous 
budget year’s allocation  These one-time costs included 
marketing and consulting resources to assist with the 
reopening of the Long-Term Care program to new 
members, and funding for the procurement of the 
Health Data warehouse  Another $5 0 million is attrib-
uted from the Investment Office as they continue to 
reduce their reliance in contracted costs and bring the 
workload in-house 
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[1 .2 .8] Outside Counsel
The outside counsel budget is decreasing by  
$5 3 million; from $25 1 million to $19 8 million, due  
to a reduction in public agency bankruptcy litigation 
($3 2 million) and the Investment Office anticipating  
a reduction in their outside legal counsel expenses  
($2 1 million) based on an average historical trend   
Of the $19 8 million, $10 5 million will be dedicated  
to investment related legal expenses, $5 3 million  
to bankruptcy litigation, and $4 0 million to general 
outside counsel expenses 

[1 .2 .9] Trading & Portfolio Management Systems
Trading and Portfolio systems are anticipated to 
increase by $2 3 million; from $12 0 million to  
$14 3 million, due to the Investment Office commitment 
to building the infrastructure necessary to support the 
investment management of assets that have been 
brought in-house  

[1 .2 .10] Equipment — includes electronic data  
procession (EDP)
Equipment costs are decreasing by $15 2 million 
primarily due to information technology hardware 
upgrades completed in FY 2013-14  

Enterprise Projects Fund

Enterprise Projects Fund (in thousands)

FY 2013–14 
Approved 

Budget

FY 2014–15 
Approved 

Budget

$ Change 
increase/

(decrease)

% Change 
increase/

(decrease)

[1] my|CalPERS System/ Business Optimization $22,569 $18,900 ($3,669) (16.3%)

[2] Actuarial Valuation System  — 3,200 3,200 n/a

[3] Security Roadmap Phase III 5,979 2,608 (3,371) (56.4%)

[4] Business Intelligence 2,460 1,000 (1,460) (59.3%)

[5] Human Capital Management System 1,532 1,200 (332) (21.7%)

[6] PeopleSoft Financials eProcurement Module  — 500 500 n/a

[7] Enterprise Migration to SharePoint 748 500 (248) (33.2%)

TOTAL OF ENTERPRISE PROJECTS $33,288 $27,908 ($5,380) (16.2%)

The Enterprise Projects Fund is detailed further in the 
Capital Expenditures Section on page 37 
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Headquarters Building Costs Fund

Headquarters Building Costs Trend (in millions)

The Headquarters Building Costs Budget of  
$32 6 million consists of operating expenses (utilities, 
engineering services, janitorial security, etc ), and 
non-operating expenses (structural improvements,  
staff moves, insurance, etc )  

Operating expenses in the FY 2014-15 Budget of  
$18 3 million are relatively unchanged from the  
FY 2013-14 Approved Budget  

Non-Operating expenses for owner improvements  
of $7 1 million include data wiring improvements  
($2 5 million), electric underfloor distribution  
($1 5 million), master space plan with tenant improve-
ments ($1 6 million), and other miscellaneous improve-
ments  Building Improvements of $3 0 million include  
a remodel of the Lincoln Plaza North break room  
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($0 8 million), radio and emergency response  
repeater replacement ($0 5 million), waterproofing 
($0 3 million), and other standard building maintenance 
costs  Furniture and fixtures of $3 4 million include 
furniture, cubicle walls and labor for staff moves  The 
Non-Operating budget in FY 2014-15 of $14 3 million 
have decreased by $8 0 million from the FY 2013-14 
Approved Budget as reconciled below: 

Non-Operating Expense Decreases (in millions)

Owner Improvements—Savings due to  
the postponement of renovations to the 
1800 3rd Street property 

($3 1)

Telecommunications—Funding being 
moved from Headquarters Building Costs 
Budget to the Information Technology 
Services Branch Operational Budget 

($2 7)

Building Improvements—Completion  
in FY 2013-14 of the Americans with 
Disabilities Act (ADA) federally required 
restroom modernization and Leadership  
in Energy and Environmental Design 
(LEED) improvements  

($2 6)

Engineering Services—Increase to Colliers 
engineering staff salaries 

$0 7

Operating Other—Various decreases  
for items such as waste removal, electrical, 
on-site child care center, and general 
maintenance 

($0 7)

Miscellaneous—Net effect of all other 
changes 

$0 4

Total Change ($8 .0)
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Headquarters Building Costs by Category (in thousands)

FY 2012–13 
Actual 

 Expenses

FY 2013–14 
Approved 

Budget

FY 2014–15 
Approved 

Budget

$ Change 
increase/

(decrease)

% Change 
increase/

(decrease)

OPERATING:

Utilities $2,940 $2,936 $2,765  ($171) (5.8%)

Engineering Services  2,454  2,772  3,519  746 26.9%

Janitorial  2,984  3,063  3,096  33 1.1%

Landscaping  789  815  814  (1) (0.2%)

General Maintenance  2,076  1,554  1,560  6 0.4%

Security  2,084  2,302  2,309  8 0.3%

Property Mgmt & Administrative Fees  1,030  1,152  1,225  73 6.3%

Café Plaza  459  359  359  — 0.0%

Front St. Parking/Warehouse  401  404  655  251 62.1%

EOC (Sun Center)1  501  354  487  132 37.4%

Operating Other2  1,458  2,245  1,520  (725) (32.3%)

TOTAL OPERATING $17,177 $17,957 $18,309 $352 2.0%

NON-OPERATING:

Owner Improvements 3 $7,023 $10,145 $7,064  ($3,081) (30.4%)

Building Improvements 4  2,867  5,625  2,994  (2,631) (46.8%)

Telecommunications 5  2,435  2,708  —  (2,708) (100.0%)

Furniture & Fixtures  1,545  3,356  3,356  — (0.0%)

Building Insurance  674  886  930  44 4.9%

TOTAL NON-OPERATING  $14,543 $22,719 $14,343  ($8,376) (36.9%)

TOTAL EXPENSES $31,721 $40,676 $32,652  ($8,024) (19.7%)

1 Emergency Operations Center (EOC) includes utilities, janitorial, 
security, landscaping, generator maintenance 

2 Includes ongoing expense categories that individually equal less than 
$300K annually such as electrical, HVAC, plumbing, general 
maintenance, waste removal, property taxes, child care center, 
parking garage 

3 Non-operating owner Improvements include CalPERS operational 
enhancements and support for the movement of divisions, units, 
and/or staff within CalPERS 

4 Non-operating building Improvements are improvements made to 
the building structure or common areas 

5 Telecommunications budget is now reflected in Information 
Technology Services Branch operations budget authority 
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Investment External Management Fees Fund

Investment External Management Fees Fund (in thousands)

FY 2012–13 
Actual 

 Expenses

FY 2013–14 
Approved 

Budget

FY 2014–15 
Approved 

Budget

$ Change 
increase/

(decrease)

% Change 
increase/

(decrease)

Global Equity $36,303 $35,099 $40,911 $5,812 16.6%

Fixed Income 7,043 7,200 5,329 (1,871) (26.0%)

Real Assets 201,944 194,871 201,944 7,073 3.6%

Absolute Return Strategy 60,708 68,000 60,708 (7,292) (10.7%)

Private Equity 476,150 494,167 476,149 (18,018) (3.6%)

Corporate Governance 38,382 39,174 26,413 (12,762) (32.6%)

EXTERNAL MGMT, BASE FEES $820,530 $838,511 $811,455 ($27,056) (3.2%)

Global Equity $46,217 $48,300 $64,689 $16,389 33.9%

Fixed Income 5,698 4,500 5,698 1,198 26.6%

Real Assets 270,624 65,017 71,329 6,312 9.7%

Absolute Return Strategy 55,026 64,000 55,026 (8,974) (14.0%)

Corporate Governance 18,095 9,642 8,288 (1,355) (14.0%)

EXTERNAL MGMT, PERFORMANCE FEES $395,660 $191,458 $205,030 $13,571 7.1%

TOTAL EXTERNAL MGMT FEES $1,216,190 $1,029,969 $1,016,484 ($13,485) (1.3%)

The FY 2014-15 Investment External Management  
Fees Fund Budget of $1,016 5 million is made up of 
$811 5 million for external management base fees and 
$205 0 million for external management performance 
fees, which is an overall decrease of $13 5 million  
(1 3 percent) from the FY 2013-14 approved budget  

Total external management base fees are decreasing  
by $27 1 million (3 2 percent) from the previous  
FY 2013-14 approved budget  Global equity costs are 
projected to increase due to higher portfolio values  
Fixed income and private equity costs are projected  
to decrease due to CalPERS Investment Office 

insourcing of analytic efforts and the negotiating of 
more favorable contract terms  Corporate governance 
portfolio management fees are expected to decrease 
due to a shifting of assets toward more cost effective 
global equity assets  

Total external management performance fees are 
expected to increase by $13 6 million (7 1 percent) from 
the FY 2013-14 approved budget  Higher performance 
fees are anticipated in global equity and real asset 
returns offset by decreases in absolute return strategy 
and corporate governance 
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Third-Party Administrator Fees Fund

Third-Party Administrator Fees Trend (in millions) Third-Party Administrator Fees cover plan adminis-
tration, recordkeeping, marketing, and participant 
communication services for the CalPERS Self-Funded 
Health Program, Long-Term Care Program, and 
Supplemental Income Plan Program  Establishing 
strong partnerships to support delivery of health and 
pension services continues to strengthen our focus  
on improving long-term health and pension benefit 
sustainability for our members  

The FY 2014-15 Third-Party Administrator Fees 
Budget is $289 3 million, an increase of $14 8 million 
(5 4 percent) over the FY 2013-14 Forecast of  
$274 5 million  The increase is driven by the Self-
Funded Health Program and is offset with $1 2 million 
in savings from the CVS Caremark Pharmaceutical 
provider 
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Third-Party Administrator Fees (in millions)

FY 2012–13 
Actual 

 Budget1

FY 2013–14 
Approved 

Budget1

FY 2013–14 
Forecast 

Budget

FY 2014–15 
Approved 

Budget

$ Change 
increase/

(decrease)

% Change 
increase/

(decrease)

Self-Funded Health Program²,³  $73.2  $77.0  $236.7  $249.9  $13.2 5.6%

CVS Caremark Pharmacy  9.9  13.6  13.6  12.4  (1.2) (8.8%)

SUBTOTAL HEALTH $83.1 $90.6 $250.3 $262.3 $12.0 4.8%

Long-Term Care Program — LTCG  18.8  20.7  20.7  23.2  2.5 12.1%

TOTAL HEALTH $101.8 $111.2 $271.0 $285.5 $14.5 5.4%

Supplemental Income Plan — ING  3.6  3.5  3.5  3.8  0.3 8.6%

TOTAL FEES  $105.4  $114.8  $274.5  $289.3  $14.8 5.4%

¹  Excludes Blue Shield administrative fees which were not 
available separately for FY 2013-14 Approved Budget and 
 FY 2012-13 Actual 

²  Excludes Kaiser global capitation system which does not 
capture administrative fees separately 

³  Includes Anthem Blue Cross, Blue Shield, Health Net, Sharp 
Health Plan and United Healthcare  The Self-Funded Health 
Program provides health coverage to more than 1 3 million 
members and their families enrolled in CalPERS health plans 
which include all active and retired California State employees, 
as well as active and retired employees of local agencies and 
school districts  Effective January 1, 2014, health coverage 
providers were expanded to include Anthem Blue Cross, Blue 
Shield, Health Net, Sharp Health Plan and United Healthcare 
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Self-Funded Health Program

Self-Funded Health Program Fees Trend (in millions)

The Self-Funded Health Program provides health 
coverage to more than 1 3 million members and their 
families enrolled in CalPERS health plans which include 
all active and retired California State employees, as  
well as active and retired employees of local agencies 
and school districts  Effective January 1, 2014, health 
coverage providers were expanded to include Anthem 
Blue Cross, Blue Shield, Health Net, Sharp Health Plan 
and United Healthcare 

The FY 2014-15 Budget of $262 3 million represents  
an increase of $11 9 million (4 8 percent) due to antici-
pated increases in the new number of self-funded 
health plans for the 2014 calendar year 
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Long-Term Care Program

Long-Term Care Program Fees Trend (in millions)

The Long-Term Care Program provides comprehensive 
long-term, personal, non-medical assistance care, 
including care at home, adult care centers, assisted 
living facilities, and nursing homes  Fees paid to  
Third-Party Administrators include underwriting  
costs, billing/banking, care advisory services, claims 
administration, reports, and customer service  

The FY 2014-15 Budget of $23 2 million represents  
an anticipated increase of $2 5 million (12 1 percent) 
from the $20 7 million FY 2013-14 forecast  This is  
an increase of $4 4 million (23 4 percent) from the  
FY 2012-13 actual costs of $18 8 million  Increases are 
due to the recent re-opening of enrollment for this 
program which is anticipated to attract new applicants 
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Supplemental Income Plan

Supplemental Income Plan Fees Trend (in millions)

The Supplemental Income Plans (SIP) Program provides 
deferred compensation and defined contribution plans 
for employees of participating public agencies, schools, 
and the State of California  The ING Group is the 
third-party administrator responsible for providing 
recordkeeping and administrative services for the  
SIP Program  

The FY 2014-15 Budget of $3 8 million represents an 
increase to fees by $0 3 million (8 6 percent) from the 
FY 2013-14 Approved Budget/Forecast of $3 5 million  
The increase in administrative services cost is due to  
an anticipated increase to assets under management 
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Consolidated Financial Schedule

FY 2014-15 Consolidated Financial Schedule (in thousands)

Total 
Operating 

Costs Fund

Enterprise 
Projects 

 Fund
HQ Building 
Costs Fund

Investment 
External 

Mgmt Fees 
Fund

Third-Party 
Administrator 

Fees Fund
Total for  

FY 2014-15

REVENUES 1 $495,665 $27,908 $32,632 $1,016,485 $289,300  $1,862,000

EXPENDITURES:
Salaries & Wages $192,753  $—  $—  $—  $—  $192,753
Benefits  97,911  —  —  —  —  97,911
Temporary Help  14,256  —  —  —  —  14,256
Overtime  2,012  —  —  —  —  2,012
General Expense 9,440  —  —  —  —  9,440
Communications 4,099  —  —  —  —  4,099
Data Processing Services  9,510  —  —  —  —  9,510
Facilities Operations  5,387  —  —  —  —  5,387
Central Administrative Services  22,263  —  —  —  —  22,263
Consultant & Professional Services  53,746  —  —  —  —  53,746
Outside Counsel  19,853  —  —  —  —  19,853
Audit Services  1,528  —  —  —  —  1,528
Trading & Portfolio Mgmt Systems  14,335  —  —  —  —  14,335
Investment Operating Costs  24,866  —  —  —  —  24,866
Equipment  743  —  —  —  —  743
Miscellaneous  17,506  —  —  —  —  17,506
Travel & Training  5,457  —  —  —  —  5,457
my|CalPERS Business Optimization  —  18,900  —  —  —  18,900
Actuarial Valuation System  —  3,200  —  —  —  3,200
Security Roadmap Phase III  —  2,608  —  —  —  2,608
Business Intelligence  —  1,000  —  —  —  1,000
Enterprise Resource Planning  —  1,200  —  —  —  1,200
PeopleSoft eProcurement  —  500  —  —  —  500
Enterprise Migration to SharePoint  —  500  —  —  —  500
HQ Building, Operating Costs  —  —  18,309  —  —  18,289
HQ Building, Non-Operating Costs  —  —  14,343  —  —  14,343
External Mgmt, Base Fees  —  —  —  811,455  —  811,455
External Mgmt, Performance Fees  —  —  —  205,030  —  205,030
Supplemental Income Plan, ING  —  —  —  —  3,800  3,800
Self-Funded Health Program  —  —  —  —  262,300  262,310
Long-Term Care Program, LTCG  —  —  —  —  23,200  23,200

TOTAL EXPENDITURES $495,665 $27,908 $32,652 $1,016,485 $289,300  $1,862,000

1 The CalPERS program receives revenue for expenditures through  
allocation from the Trust Funds 
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Three-Year Consolidated & Fund Financial Schedules

Consolidated Financial Schedule (in thousands)

FY 2012-13 
 Actual Expenses

FY 2013-14 
Approved Budget

FY 2014-15 
Approved Budget

REVENUES
Total Operating Costs Fund  $351,677  $509,584  $495,665
Enterprise Projects Fund  83,562  33,288  27,908
Headquarters Building Costs Fund  31,720  40,676  32,652
Investment External Management Fees Fund  1,216,190  1,029,969  1,016,484
Third-Party Administrator Fees Fund  105,421 274,488  289,291

TOTAL REVENUES  $1,788,570  $1,888,006  $1,862,000

EXPENDITURES
Personnel  $232,158  $287,647  $306,932
Travel  1,732  1,652  3,628
Consultant Services  28,252  34,332  53,746
Equipment  17,092  15,902  743
Data Processing Services  15,807  17,263  9,510
Other General Expenses  56,636  49,181  121,106
Enterprise Transition Management  3,651  —  — 
Pension System Resumption  66,213  —  — 
Legacy Support  4,732  —  — 
Contact Center Upgrade  951  —  — 
my|CalPERS — Customer Services & Support  8,015  —  — 
my|CalPERS System  —  22,600  — 
Security Roadmap  —  6,000  2,608
Business Intelligence  —  2,500  1,000
Enterprise Resource Planning  —  1,500  — 
Enterprise Content Management  —  700  500
my|CalPERS Business Optimization  —  —  18,900
Actuarial Valuation System  —  —  3,200
Human Capital Management System  —  —  1,200
PeopleSoft Financials eProcurement Module  —  —  500
Operating Expenses  17,177  17,957  18,309
Non-Operating Expenses  14,543  22,719  14,343
Investment External Management Base Fees  820,530  838,511  811,455
Investment External Management Performance Fees  395,660  191,458  205,030
Self-Funded Health Program  73,192  236,738  249,981
CVS Caremark Pharmacy  9,862  13,559  12,400
Long Term Care Program — LTCG  18,780  20,650  23,200
Supplemental Income Plan — ING  3,587  3,541  3,800

TOTAL EXPENDITURES  $1,788,570  $1,888,006  $1,862,000
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Fund Balance
The Fund Balance is the authorized spending amount  
given to each cost center within each budgetary fund.

Consolidated Financial Schedule (in thousands)

FY 2013–14 
Approved 

Budget

FY 2014–15 
Approved 

Budget

Budget to Budget

$ Change % Change 
increase/ increase/

(decrease) (decrease)

TOTAL OPERATING COSTS

Actuarial Office 

Benefit Programs Policy and Planning 

Customer Services and Support 

Executive Office 

Financial Office 

General Counsel 

Investment Office

Office of External Affairs 

Operations and Technology 

Other

 $7,102

 30,794

 101,375

 5,913

 25,256

 27,688

 143,636

 12,587

 134,560

 20,674

 $7,636

 25,928

 94,647

 4,693

 23,469

 25,177

 144,262

 12,663

 125,807

 31,385

 $534

 (4,866)

 (6,728)

(1,220)

 (1,787)

 (2,511)

 626

 76

 (8,753)

 10,711

7.5%

(15.8%)

(6.6%)

(20.6%)

(7.1%)

(9.1%)

0.4%

0.6%

(6.5%)

51.8%

SUBTOTAL

Enterprise Projects Budget

Headquarters Building Costs

Investment External Management Fees

Third-Party Administrator  Fees

 $509,584

 33,288

 40,676

 1,029,969

 274,488

 $495,665

 27,908

 32,652

 1,016,484

 289,291

 $(13,919)

 (5,380)

 (8,024)

 (13,485)

 14,803

(2.7%)

(16.2%)1

(19.7%)2

(1.3%)

5.4%

CalPERS TOTAL BUDGET  $1,888,006  $1,862,000  $(26,006) (1.4%)

1 Reduction of the Enterprise Project Budget due to completion of the  
my|CalPERS system technology project.

2 Savings is due to the reduction in costs from efficiencies identified in  
a multi-year seismic retrofit building project.

 2014–15 Annual BudgetCalPERS
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Revenues
CalPERS has 12 trust funds that provide 100 percent 
funding of the budget needs for the enterprise and  
does not incur debt to fund the budget  The Board has 
authority under the California Constitution, Article XVI, 
Section 17, which states, “the retirement board of a 
public pension or retirement system shall have plenary 
authority and fiduciary responsibility for investment of 
moneys and administration of the system…The assets 
of a public pension or retirement system are trust funds 
and shall be held for the exclusive purposes of providing 
benefits to participants in the pension or retirement 
system and their beneficiaries and defraying reasonable 
expenses of administering the System ” 

CalPERS Revenue Sources are determined using a  
cost allocation methodology in the annual budget  
build process 

CalPERS Revenue Sources and Allocation by Fund

PERF Public Employees’ Retirement 
Fund

81 21%

LRF Legislative Retirement Fund 0 02%
JRF Judges’ Retirement Fund 0 06%
JRF II Judges’ Retirement Fund II 0 05%
DCF Defined Contribution Fund 

(three trust funds rolled up)
0 33%

CERBTF California Employers’ Retiree 
Benefit Trust Fund

0 13%

HCF Health Care Fund 15 31%
CRF Contingency Reserve Fund 1 46%
LTCF Long Term Care Fund 1 43%
RBF Replacement Benefit  

Custodial Fund
0 00%

The Contingency Reserve Fund revenues are a caveat  
to the above-described authority  The mechanism to 
secure funding for administration of a portion of the 

health benefit program is through the Annual California 
State Budget Bill and May Revise Budget Process with 
the State of California  

The 12 trust funds that provide revenue sources for the 
CalPERS Budget are described below:

 •  Public Employees’ Retirement Fund (PERF) is the 
main trust fund from which nearly all CalPERS retire-
ment benefits are paid to State of California and  
other California public agency employees  The  
PERF benefits are funded by member contributions, 
employer contributions, and investment income 

 • Legislators’ Retirement Fund (LRF) provides retirement 
benefits to California Legislators elected to office 
before November 7, 1990, and to constitutional, 
legislative, and statutory officers elected or appointed 
prior to January 1, 2013  The Public Employees’ 
Pension Reform Act of 2013 (PEPRA) closed enrollment 
for new participants to the Legislators’ Retirement 
Fund   The number of LRF members has been declining 
in the last decade as eligible incumbent Legislators 
leave office and are replaced by those ineligible to 
participate in the LRF  Actuarially determined contri-
butions will continue to be made by the State of 
California to supplement the existing assets until  
all benefit obligations have been fulfilled 

 •  Judges’ Retirement Fund (JRF) provides retirement 
benefits to California Supreme and Appellate Court 
Justices and Superior Court Judges appointed or 
elected before November 9, 1994  Funding to the  
JRF includes employer contributions, member contri-
butions, investment income, and State of California 
“balancing contributions” pursuant to state statute  

 • Judges’ Retirement Fund II (JRF II) provides retire-
ment benefits to California Supreme and Appellate 
Court Justices and Superior Court Judges first 
appointed or elected on or after November 9, 1994  
Funding to the JRF II includes employer contributions, 
member contributions, and investment income 
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 • Defined Contribution Fund is made up of three 
defined contribution trust funds:

 » The State Peace Officers’ & Firefighters’ Defined 
Contribution Plan Fund (SPOFF) provides supple-
mental retirement benefits to eligible peace officers 
and firefighters employed by the State of California  
Contributions to the plan are funded entirely by 
employer contributions and investment income  
Effective April 2011, the State suspended contribu-
tions on behalf of rank and file positions  Effective 
May 2011, the State suspended contributions on 
behalf of supervisory, management, and exempt 
positions  As of June 30, 2013, the duration of the 
suspension is unknown  The benefits paid to 
participants will depend on the amount contributed 
and the earnings/losses attributed to participants’ 
accounts  

 » The Board is the trustee for public agency partici-
pant assets in the Public Agency Deferred 
Compensation Plan (IRC 457)  Funding to IRC 457 
consists of member contributions and investment 
income  The CalPERS Supplemental Income 457 
Plan (457 Deferred Compensation Plan) is available 
to employees of public agencies and school districts 
within the State of California  Plan participation is 
voluntary to employees of contracting public 
agencies and school districts  Members may 
contribute up to Internal Revenue Code limits 

 » The Supplemental Contributions Program Fund 
(SCPF) was established effective January 1, 2000 
to provide supplemental retirement benefits to 
State of California employees who are members  
of CalPERS  Program participation is voluntary  
and consists of member contributions and invest-
ment income 

 • Annuitants Health Care Coverage Fund (AHCCF) is 
referred to as the California Employers’ Retiree Benefit 
Trust Fund (CERBTF)  It is an Other Post-Employment 
Benefit (OPEB) fund for the pre-funding by employers 
of health, dental, and other non-pension benefits 
promised to employees when they retire  Funding to 
the CERBTF includes employer contributions and 
investment income 

 • Public Employees’ Health Care Fund (HCF) accounts 
for the activities of the CalPERS self-insured health 
care programs  Health premiums are collected from 
employers and members, and funding is used to 
directly pay for medical services and pharmaceutical 
usage  The HCF is funded by premium revenues  In 
addition, HCF receives Employer Group Waiver Plan 
(EGWP) subsidies  Under the EGWP, CalPERS 
contracts with federal prescription drug programs 
through the Pharmacy Benefit Manager (PBM) as the 
EGWP administrator, and the PBM manages all federal 
interaction  Investments of the HCF are a non-
operational use of reserves until needed for claims 

 • Public Employees’ Contingency Reserve Fund (CRF) 
was established to fund administrative costs related to 
the CalPERS health care programs and to provide a 
contingency reserve for potential increases in future 
health care premium rates or health care benefit 
costs  The CRF is funded by administrative fees  The 
administrative fees that are collected are a composite 
of three items; enrollment, premium rates, and public 
agency health payments and remittances to 
contracted health care providers  Investments of the 
CRF include only liquid, short-term securities, as 
investment balances are used to fund operating cash 
flows  

 • Public Employees’ Long-Term Care Fund (LTCF) 
provides long-term care insurance to participating 
members and is funded through premium revenues 
and investment income 

 • Replacement Benefit Fund (RBF) provides benefits to 
members of the PERF, LRF, JRF and JRF II whose 
retirement allowances exceed the Internal Revenue 
Code Section 415(b) limits  IRC Section 415(b) 
imposes a dollar limit on the annual retirement 
benefits an individual may receive from a qualified 
defined benefit pension plan  The RBF is funded on a 
“pay-as-you-go” basis  That is, the employer is 
invoiced for amounts payable to its former employees 
in the calendar year, and upon receipt of payment by 
the employers, CalPERS remits the replacement 
benefit to the retirees 
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Debt
CalPERS has 12 trust funds that provide 100 percent of 
the budget needs for the enterprise and does not incur 
debt to fund the budget  There is no borrowed principal 
and/or related interest payments for any budget year,  
as the budget comes from existing funds that are 
appropriated by the Board, therefore there are no 
formally established debt limits  The debt limits can  
be interpreted as being directly correlated with the 
revenues provided by a cost recovery/cost allocation 
process, whereby the amounts necessary to appropri-
ately fund the five main Budgeting Funds are submitted 
to the Board for approval during the annual and mid-
year budget processes 
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Long Term Financial Plans
The FY 2015-16 and 2016-17 projections¹ anticipate an 
increase of $20 1 million (1 1 percent) from the FY 2014-15 
Approved Total Budget  Increases in Personal Services 
are primarily due to Merit Salary Adjustments antici-
pated for CalPERS staff, and an increase of 2 5 percent 
to staff salaries anticipated in the 2015-16 Governor’s 
Budget  Increases in Operating Expenses have been 
projected at an inflationary rate of 1 8 percent ² It is 
estimated that the Enterprise Project costs will be  
$25 0 million based on known projects scheduled in  
FY 2015-16  Projections for the Investment External 
Management Fees and Third-Party Administrator  
Fees are unchanged from the FY 2014-15 Budget 

Total Budget Forecast/Projection (in millions)

1 The FY 2015-16 and 2016-17 projections are high level estimates  
and are intended to be used for informational purposes only 

2 The inflationary rate is based on the Buerau of Labor Statistics  
Consumer Price Index (CPI) 
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Capital Expenditures and Enterprise Projects

Capital Expenditures
Capital expenditures are incurred when capital assets 
purchased exceed an initial individual cost of $5,000 
or more, or $1 million or more for intangible assets, 
and have an estimated useful life in excess of one year  

Enterprise Projects
Capital expenditures are budgeted and captured in  
the Enterprise Projects Fund  The concentration of  
the projects for FY 2014-15 are centered around  
the my|CalPERS system optimization component, 
reengineering of the Actuarial Valuation System, 
Phase III of the Security Roadmap Project, and  
finally continued reinforcement efforts towards  
the Business Intelligence and Enterprise Roadmap 
initiatives as follows:

Enterprise Projects Budget and Expenditure (in millions)

Enterprise Projects Fund (in thousands)

FY 2013–14 
Approved 

Budget

FY 2014–15 
Approved 

Budget

$ Change 
increase/

(decrease)

% Change 
increase/

(decrease)

[1] my|CalPERS System/ Business Optimization $22,569 $18,900 ($3,669) (16.3%)

[2] Actuarial Valuation System  — 3,200 3,200 n/a

[3] Security Roadmap Phase III 5,979 2,608 (3,371) (56.4%)

[4] Business Intelligence 2,460 1,000 (1,460) (59.3%)

[5] Human Capital Management System 1,532 1,200 (332) (21.7%)

[6] PeopleSoft Financials eProcurement Module  — 500 500 n/a

[7] Enterprise Migration to SharePoint 748 500 (248) (33.2%)

TOTAL OF ENTERPRISE PROJECTS $33,288 $27,908 ($5,380) (16.2%)
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Capital Expenditure Projects
[1] my|CalPERS Business Optimization—$18 .9 million 
The my|CalPERS system has been integrated into the 
business processes of the organization  This funding  
will provide key optimization opportunities identified  
to leverage the system and realize increased operational 
efficiencies  Specific foundation work has been 
addressed for continued efforts to stabilize the 
my|CalPERS system for years to come  The pension 
area of CalPERS has been identified as a program area 
that would benefit from system optimization especially 
in the further enhancement of preparing retirement 
calculations, death processing, and disability retirement 
determinations  The Customer Service area would  
also benefit with special summary pages where most 
frequently accessed data could be viewed  Additionally, 
the Financial Office would benefit with increased 
reconciliation capability from the my|CalPERS system  
to their specific PeopleSoft Financials accounting and 
budgeting system  

[2] Actuarial Valuation System—$3 .2 million 
The current Actuarial Valuation System (AVS) has been 
in existence for over eighteen years and will no longer 
meet evolving actuarial practices including changes 
required for employers to comply with new standards as 
mandated by the Governmental Accounting Standards 
Board (GASB)  The investment to reengineer the AVS 
system would provide the capabilities necessary to keep 
current with evolving practices and comply with GASB 
Statement Number 68 scheduled to be in effect June 
2015  A vendor request for proposal is planned for 
October 2014  The Actuarial Office plans on having a 
project manager and an AVS redesign consultant in 
place by December 2014  This is year one of a multi-
year request requiring funding over a four year period 
for an estimated total investment of $22 0 million 

[3] Security Roadmap Phase III—$2 .6 million 
The Office of Enterprise Risk Management and the 
Information Technology Services Division are continuing 
work efforts tied to the Security Roadmap Project   
The Security Roadmap is an ongoing multi-year effort 
that will ensure CalPERS technology and information 
remains secure against constantly changing threat 
landscapes  This project includes prioritized yearly 

initiatives and deliverables focused on implementing  
the latest preventative measures  For the FY 2014-15, 
$2 6 million is related to Phase III of the project and 
includes the cost of two project managers and consult-
ing hours to oversee and complete the Enhanced 
Enterprise Identity System  The project will also provide 
consultant program management support services  
to two priorities for the coming year which are Data 
Loss Prevention & Security Information and Event 
Management controls 

[4] Business Intelligence—$1 .0 million 
Funds are required to support the Business Intelligence 
Program which leverages data and information to 
support decision making  With new information 
technology resources, CalPERS will be able to deliver 
certain Business Intelligence results, such as data 
integration between sources, data warehousing, and 
business-focused analytics  The funding will establish 
the base infrastructure and formal governance of the 
Business Intelligence Program  The Business Intelligence 
Program is focused on making information accessible 
which will provide for better decision-making in which 
CalPERS may act upon with confidence, supporting the 
ability to use advanced analytics to conduct health and 
other planning research 

Enterprise Efficiency Projects
[5] Human Capital Management System—$1 .2 million 
Funding for the Human Capital Management System 
supports the e-performance and e-compensation 
functions within the Human Resources Branch  This 
funding will automate many of the processes used by 
both Human Resources and the Financial Office to 
provide an integrated payroll and position control 
database and streamline reporting 

[6] PeopleSoft Financials eProcurement  
Module—$500,000 
Funding is required to support the recent integration of 
the current CalPERS procurement system, WeBuy, into 
the PeopleSoft Financials system e-Procurement 
module  This integration requires one year of support 
for two PeopleSoft Financials consultants who will 
provide knowledge transfer to existing staff on the 
maintenance and operation of the system’s platform 
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[7] Enterprise Migration to SharePoint—$500,000 
SharePoint is a content and document management 
program utilized to support the Business Plan objective 
to implement an Enterprise Content Management 
system to centralize data content and improve content 
structure in addition to establishing a governance 
process to improve internet usability  This funding will 
augment staff resources to complete migration to the 

new SharePoint platform for the remaining program 
areas in the CalPERS organization  Funding will also be 
used for training on the new technologies deployment 
as well as enhance advanced web content management 
skills  

Impact of Capital Expenditures in Enterprise Projects Budget

Anticipated operating costs associated with significant 
non-recurring capital investments are addressed during 
the operational budget planning phase as part of the 
process to build the annual budget  Forecasting helps 
determine the expected operational needs to migrate 
costs from the Enterprise Projects Fund to the Total 
Operating Costs Fund 

Potential ongoing operational needs are assessed  
when a Formal Budget Request proposes a new project 
and re-assessed annually when a new Formal Budget 
Request is submitted  

Projects previously budgeted through the Enterprise 
Projects Fund are re-evaluated annually for re-adjust-
ments of anticipated maintenance or staffing costs 
related to move in scope from a project cost to an 
ongoing operational cost 

The one-time and ongoing costs associated with  
capital expenditures in the Enterprise Projects Fund are 
analyzed for their return on investment (ROI), savings  
to the organization, improved business processes 
leveraged through technology, and cost-benefit analysis 
to determine if the project is a prudent investment of  
fund resources  

The ongoing costs to maintain these projects are 
estimated to be:

 • $3 million in system maintenance and operation
 • $7 million in hardware, software, licences and data 
processing services

 • 285 positions
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Department Information

Position Summary

Position Summary Schedule, by Branch

FY 2013–14 
Authorized 

Positions

FY 2014–15 
Approved 
Positions

Change in 
Positions % Change

ACTUARIAL OFFICE 55.0 55.0 — 0.0%

BENEFIT PROGRAM POLICY AND PLANNING 133.0 135.0 2.0 1.5%
1.0 – Health Maintenance Organization Compliance Workload
1.0 – Long Term Care Contract and Market Research for  
Open Enrollment
CUSTOMER SERVICES AND SUPPORT 890.5 895.5 5.0 0.6%
2.0 – Public Agency Eligibility
1.0 – Business Partner Support Unit
2.0 – CERBT Program Workload Expansion
OFFICE OF EXTERNAL AFFAIRS 63.0 66.0  3.0 4.8%
1.0 – Enterprise Digital Communications Support 
1.0 – Strategic Projects Support
1.0 – Public Records Act Coordinator
EXECUTIVE OFFICE 19.0 19.0  — 0.0%
FINANCIAL OFFICE 209.0 216.0 7.0 3.3%
4.0 – Treasury Management 
3.0 – Financial Reporting
GENERAL COUNSEL 127.0 130.0 3.0 2.4%
2.0 – Legal Administrative Unit
1.0 – Legal Assistant Chief Counsel

INVESTMENT OFFICE 341.0 348.0  7.0 2.1%

1.0 – Global Equity Capital Allocation & Risk
1.0 – Quantitative Research
1.0 – Global Fixed Income Investment Support

1.0 – Portfolio Manager Real Estate

1.0 – Asset Allocation Risk Factor
1.0 – Targeted Investment Program
1.0 – Infrastructure & Forestland

OPERATIONS AND TECHNOLOGY 858.5 862.5  4.0 0.5%

1.0 – Investigation in the Diversity Office
2.0 – Human Resources Classification & Consultation

1.0 – Human Resources Personnel Transactions and  
Health & Safety Units

TOTAL POSITIONS  2,696.0  2,727.0  31.0 1.1%
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Personal Services Cost Trend (in millions)

Salaries & Wages
In FY 2014-15, increases in Personal Services of  
$17 8 million are mainly due to higher salaries and 
wages ($11 3 million), the addition of 31 0 positions 
($3 6 million), and increases to retirement and health 
benefits ($9 4 million)  These increases are offset  
by reductions in temporary help and overtime  
($6 6 million)  To recognize the impact of vacancies on 
the cost of salaries and wages, a factor of 6 5 percent 
has been used to reduce the total cost of salaries and 
wages, reducing the budget by $12 5 million for salaries 
and wages and $5 9 million for corresponding benefits  
Considerable strides have been made by the organiza-
tion to reduce the number of vacancies  The current 
vacancy rate of 8 7 percent is 3 6 percent lower than 
the 12 3 percent vacancy rate at this same time last 
year  It is anticipated that the vacancy rate will continue 
to decline, although at a slower pace as divisions 
evaluate their existing vacancies and redirect or fill 
positions as part of their workforce planning efforts 

The increase of 31 0 positions for FY 2014-15, at a cost 
of $3 6 million, resulted from a close look at each 
business area’s needs to further advance the strategic 
objectives of the organization, including:

Benefit Program Policy and Planning— 
$204,000 / 2 .0 PYs 
Continued customer focus in Health and Long-Term 
Care (LTC) Programs with the support of 2 0 positions 
to assist with the increased workload associated with 
the Health Program’s self-funded health plans, and the 
LTC program contract monitoring, market research and 
program oversight 

In 2014, CalPERS replaced one statewide Health 
Maintenance Organization Plan with five self-funded 
health plans  The new 2014-18 contracted health plans 
require 1 0 position responsible for critical health plan 
oversight, compliance, and contracts workload  The 
position will perform separate workload functions, not 
yet supported in this new unit, and will help support 
CalPERS Strategic Plan, Goal A, to ensure high-quality, 
accessible and affordable health benefits  The risk of  
not approving this request could affect core business 
processes of health care fund management, contract 
oversight, and health plan compliance  This includes the 
inability to sustain levels of customer service, mitigate 
risk, and could impact the opportunity for significant 
return on investment 

In February 2013, the CalPERS Board approved re- 
opening the LTC Program to new applicants; the first 
time the application period has been open since 2008, 
and the first time the application period will be continu-
ous  The re-opening of the LTC Program supports 
Strategic Plan, Goal A, to implement changes to  
the LTC Program in order to strengthen the financial 
viability and enhance participant and applicant access 
to needed information  This requires a dedicated staff 
person to conduct long-term care market research, 
provide project oversight during open application 
periods, produce benefit design, third-party administra-
tor system changes, coordinate all communication 
projects and support increased workload related to  
the new continuous open enrollment process   

Customer Services and Support—$491,500 / 5 .0 PYs 
Positions needed for ongoing customer service included 
3 0 positions to support Public Agency eligibility 
verifications and 2 0 positions to manage workload 
growth in the California Employer Retiree Benefit Trust 
(CERBT) program 

$0

$100

$200

$300

$400

FY
2015-16

Projection

FY
2014-15

Approved

FY
2013-14
Forecast

FY
2013-14

Approved

FY
2012-13
Actual

FY
2011-12
Actual

$325.5$306.9$289.6$289.1

$224.9 $232.2



CalPERS 2014–15 Annual Budget 142

Of the 3 0 positions for the Customer Account Services 
Division Retirement Section, 2 0 positions would 
support public agency contract processes and risk 
management related to new Internal Revenue Service 
(IRS) public agency eligibility requirements  The new 
requirements require an eligibility determination for 
each new contract to ensure that the public agency 
meets Internal Revenue Code (IRC) standards  The new 
positions ensure public agencies meet the IRC param-
eters and that non-qualified public agencies do not 
participate in the IRC 414 governmental plans; putting 
CalPERS at risk of potential loss of IRC 414 status   

The third position is for the Customer Account Services 
Division Retirement Section needed to address external 
business partner support for my|CalPERS resulting from 
implementation, system integration, new system 
releases and future enhancements of the member 
self-service functionality, as well as to ensure compli-
ance with CalPERS laws, regulations, and policies  
These positions help support CalPERS Strategic Plan, 
Goal B, to deliver superior end-to-end, customer service 
that is adaptive to customers’ needs; actively manage 
risks with an enterprise-wide view; and cultivate a 
high-performing, risk-intelligent and innovative 
organization  

CalPERS is contracted to administer the CERBT trust  
in compliance with the IRC Section 115, to report  
trust results in compliance with GASB statements,  
and provide fiduciary care in managing records and 
trust assets  

The average growth rate of the CERBT Program’s 
contracted employers is at 13 percent, and 28 percent 
for assets under management; continued growth is 
projected  CERBT is a small unit of only 9 0 positions  
2 0 new positions are needed for the program to 
provide assistance in outreach efforts, administrative 
support, and review of actuarial reports for compliance 
with governmental accounting and actuarial standards 
of practice  This request supports CalPERS Strategic 
Plan, Goal A, to improve long-term pension and health 
benefit sustainability by adhering to GASB statement 
68 reports  

Office of External Affairs—$275,000 / 3 .0 PYs 
Due to the expansion of technology through social 
media and increased external communication workload, 
3 0 positions were requested to support Public Records 
Act inquiries, social media platforms, and enterprise 
digital communications 

The Public Affairs Office (PAOF) is responsible for 
CalPERS internal and external communications includ-
ing media, video and print communications, website 
content and social media networks  Of the 2 0 positions 
for this division, 1 0 position will provide support for 
CalPERS new internal social media platform and  
1 0 position will complete complex strategic communi-
cations and analytical functions to maximize branch 
efficiencies and focus on enterprise strategic projects, 
stakeholder communications and branch administrative 
support  This request supports the Business Plan 
Objective service delivery transformation; to meet 
increased information demands and transparency, and 
improve customer service through social media  This 
request supports CalPERS Strategic Plan, Goal B, to 
deliver superior end-to-end customer service that is 
adaptive to customer needs to improve access, effec-
tiveness and quality in service delivery and self-service 
capabilities   

The third position in the Office of Stakeholder Relations 
will be used to support stakeholder outreach require-
ments in an effort to broaden and increase the 
frequency of CalPERS engagement with key stakehold-
ers  Additionally, the position will take the lead in quality 
assurance over the Public Records Act (PRA) process  
to provide a prompt and legally required response to 
PRA requests, which helps to mitigate risk of litigation 
and promote transparency  This position helps support 
CalPERS Strategic Plan, Goal C, to clarify and communi-
cate CalPERS’ perspective on pension, health and 
financial markets  

Financial Office—$804,000 / 7 .0 PYs 
The development and implementation of new function-
ality for treasury management requires the addition of 
4 0 positions  An additional 3 0 positions will reduce 
reporting risks and implement new financial reporting 
requirements for the new Governmental Accounting 
Standards Board (GASB) 
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The new treasury management functionality is needed 
to sufficiently and adequately address cash flow and 
liquidity risks, fulfill Board mandated objectives, and 
produce cost savings  These new resources will assist 
with the implementation of the treasury management 
activities and the ability to effectively address cash  
flow and liquidity needs  

The Financial Reporting Unit needs to improve internal 
controls and meet new and existing GASB require-
ments, including GASB 40 and 53  The remaining  
3 0 positions are to meet the requirements of the 
Financial Reporting Unit  The unit is going through a 
reorganization and every position is being analyzed very 
closely as the Financial Office builds stronger internal 
controls and new functionality  These positions assist in 
meeting CalPERS Strategic Plan, Goal B, to develop and 
implement improved processes and data integrity, and 
improve policy management throughout the entire 
financial process  These new resources will assist with  
the accuracy and integrity of financial reporting 

General Counsel—$368,000 / 3 .0 PYs 
The addition of 3 0 PYs, including an Assistant Chief 
Counsel, manager and analyst will provide comprehen-
sive coordination and review of professional legal staff 
and manage outside legal contracts to better manage 
costs and efficiencies 

The number of attorneys in the Advice Unit of the Legal 
Office (LEGO) has doubled to 12 0 positions over the 
last four years due to the increase in retirement and 
health membership, the number of retirement and 
health programs CalPERS administers, pension reform, 
municipal bankruptcies and the number and magnitude 
of contracts entered into by CalPERS  An Assistant 
Chief Counsel position is needed to manage the multi-
ple legal assignments and new staff  This position will 
provide greater oversight and efficiencies resulting in 
greater output, quality, and timeliness in dealing with 
sensitive legal issues which will protect CalPERS and its 
members  Additionally, the LEGO has experienced a 
large increase in legal contracts and complex invoice 
tracking and handling  The additional 2 0 positions will 
be used for administrative support to assist in managing 
the increased workload and mitigate costs with stronger 
controls in place 

This request applies to Goals A, B and C of CalPERS 
Strategic Plan to improve long term pension and health 
benefit sustainability, cultivate a high-performing, risk 
intelligent and innovative organization, and engage in 
state and national policy development  This request 
relates to many strategic objectives as outlined in the 
Business Plan  The work performed by LEGO touches 
each division of CalPERS and is varied  These new 
positions will allow LEGO to continue to focus on the 
quality, timeliness and overall management of highly 
sensitive legal issues, to protect CalPERS and its 
members  

Investment Office—$1,060,000 / 7 .0 PYs 
The continued efforts toward internalization of core, 
high-value functions previously outsourced requires the 
addition of 7 0 positions to implement workforce 
planning efforts for the resource strategy outlined in  
the Investment Office (INVO) Roadmap  The resource 
strategy identifies skill gaps and resource needs for 
better alignment with industry benchmarks to meet 
INVO’s Target Operating Model 

The Interim CIO assessed the total request for FY 
2014-15 and determined that the Investment Office’s 
critical need is 7 0 positions for continued progress in 
implementation of the Roadmap  In their efforts to 
reduce the number of positions requested, INVO 
applied a number of considerations that included the 
evaluation/redirection vacant positions between 
programs and push any non-critical Roadmap efforts 
into the future  This request supports CalPERS Strategic 
Plan, Goal A, to improve long-term pension sustainabil-
ity by delivering target risk adjusted investment returns 
and implementation of programs and initiatives that 
improve investment performance and ensure effective 
systems, operations and controls are in place  These 
positions are driven by the overall resource plan envi-
sioned in the INVO Roadmap  These new resources  
will assist with the progress of key INVO Roadmap 
initiatives, including implementation of the continued 
insourcing of investment operating functions and the 
reduction of external investment management 
consultants 
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Operations and Human Resources— 
$366,500 / 4 .0 PYs 
To administer an effective Equal Employment 
Opportunity (EEO) program, 1 0 internal investigator 
position was requested to assist with follow-up to 
inquiries  Additionally, to manage the growth in work-
load due to resources being added to the organization, 
3 0 positions are to address efforts in recruitment, 
classification and strategic workforce planning 

An EEO Investigator is needed in the CalPERS Diversity 
Outreach Program to investigate complaints, reduce 
costly outside investigation services, and comply with 
the Government Code that requires all state agencies  
to establish and administer an effective EEO program; 
minimizing CalPERS risk and liability in not being able  
to conduct an investigation within the state mandated 
timeframe  The Investigator position would be distin-
guished from other investigative and Human Resource 
classifications by specializing in the EEO field  This 
request supports CalPERS Strategic Plan, Goal B,  
to cultivate a high-performing, risk-intelligent and 
innovative organization by actively managing business 
risks with an enterprise-wide view   

The Human Resources Division was approved for  
3 0 positions, 2 0 positions for the Classification and 
Consultation Unit as part of the strategic workforce plan 

presented to the Board in May 2013  The new positions 
will address classification changes, promotions, trans-
fers, recruitments, organizational structure changes, 
performance management and discipline issues; 
functions that have increased in volume and complexity  
The third position is for the Personnel Transactions Unit, 
which deals with payroll issues and leave, benefit and 
disability processing for CalPERS staff, and manage 
workload due to enterprise growth  This request 
supports CalPERS Strategic Plan, Goal B, to cultivate a 
high-performing, risk-intelligent and innovative organi-
zation by actively managing business risks with an 
enterprise-wide view by incorporating recruitment 
outreach and marketing, supervisory skills enhance-
ment, and talent management strategies  

Temporary Workload Assistance 
Due to enterprise efforts to reduce reliability on  
temporary resources, the temporary staffing cost for 
CalPERS is anticipated to decrease by $6 3 million;  
from $20 6 million to $14 3 million  This represents a 
reduction of $3 1 million from the first reading 

Retirement and Health Benefits 
Retirement and health benefit costs for CalPERS state 
employees are anticipated to increase by $9 5 million 
($4 3 million for retirement and $5 2 million for health)  
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Three-Year Position History

Three-Year Position Increase History per FY, by Branch

FY 2011-12 
Ending 

Positions 
Total

FY 2012–13 
Increase in 

Positions 

FY 2013–14 
Increase in 

Positions

FY 2014–15 
Increase in 

Positions 

Three-Year 
Total 

Increase in 
Positions

FY 2014–15 
Total 

Positions

% Increase to 
FY 2014–15 

Positions Total

Actuarial Office 45.0 3.0 7.0 0.0 10.0 55.0 22.2%

Benefit Programs Policy 
and Planning 111.0 14.0 9.0 2.0 25.0 136.0 22.5%

Customer Services  
and Support 864.5 5.0 9.0 5.0 19.0 883.5 2.2%

Executive Office 19.0 1.0 1.0 0.0 2.0 21.0 10.5%

Financial Office 187.0 10.0 12.0 7.0 29.0 216.0 15.5%
General Counsel 106.0 10.0 11.0 3.0 24.0 130.0 22.6%
Investment Office 276.0 52.0 22.0 7.0 81.0 357.0 29.3%

Office of External Affairs 53.0 7.0 3.0 3.0 13.0 66.0 24.5%

Operations and 
Technology 731.5 76.0 51.0 4.0 131.0 862.5 17.9%

CalPERS TOTAL 
POSITION GROWTH 2,393.0 178.0 125.0 31.0 334.0 2,727.0 14.0%

Position History Growth
Over the three-year period, from FY 2012-13 to  
FY 2014-15, authorized positions have grown from 
2,393 to 2,727, and increased by 14 percent  
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Department Descriptions, Unit Goals and Objectives

As displayed on pages 10 and 11, the following section 
expands on each program areas purpose and objective  
The annual goal for CalPERS is a five percent vacancy 
rate and a balanced budget authority up to a maximum 
of 100 percent 

Actuarial Office (ACTO)
CalPERS actuaries prepare actuarial valuations for the 
State of California, school employers, and contracting 
public agency (cities, counties, municipalities, etc )   
The valuations are based on the benefits adopted, 
actuarial methods and assumptions set by the Board, 
and the membership and financial data for each plan  
The contribution rates employers pay to fund their 
employees’ retirements are based on these actuarial 
valuations 

Performance Tracking and Reporting Benchmark 2011-12 2012-13 2013-14 Average

% of Position Vacancy 5% 8.9% 7.2% 11.2% 9.1%
% of Expenditures to Authorized Budget 100% 96.9% 99.9% 94.1% 97.0%

Benefit Programs Policy and Planning (BPPP)
The Benefit Programs Policy and Planning manages 
research, design, implementation and maintenance  
of innovative products, services, and programs related 
to sustainable health and retirement offerings for 
CalPERS members  BPPP monitors health and retire-
ment industry trends, raises the visibility of CalPERS 
within the health and retirement fields to impact policy, 
ensures competitive benefit programs are provided, and 
develops improvements to health benefit design 

Performance Tracking and Reporting Benchmark 2011-12 2012-13 2013-14 Average

% of Position Vacancy 5% 18.5% 14.7% 13.3% 15.5%
% of Expenditures to Authorized Budget 100% 97.9% 97.0% 71.0% 88.6%
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Customer Services and Support (CSS)
Customer Services and Support provides the first point 
of contact for CalPERS employers and members at eight 
Regional Offices throughout the State of California and 
the main Customer Contact Center  CSS handles health 
and retirement account management for employers and 
members, calculates and manages benefit payments to 
members, retirees, and beneficiaries, as well as provides 
employer and member education 

Performance Tracking and Reporting Benchmark 2011-12 2012-13 2013-14 Average

% of Position Vacancy 5% 5.1% 6.5% 4.8% 5.5%
% of Expenditures to Authorized Budget 100% 99.6% 98.7% 95.7% 98.0%

Executive Office (EXEO)
The Executive Office provides stewardship of the 
system to deliver promised retirement and health 
benefits, while promoting wellness and retirement 
security for members and beneficiaries  The Executive 
staff are responsible for managing and executing all 
CalPERS ongoing programs and services  

Performance Tracking and Reporting Benchmark 2011-12 2012-13 2013-14 Average

% of Position Vacancy 5% 8.5% 13.6% 13.3% 11.8%
% of Expenditures to Authorized Budget 100% 87.0% 99.3% 80.5% 88.9%

External Affairs Branch (EXAB)
The External Affairs Branch is responsible for monitoring 
and representing CalPERS on State and federal issues 
that may impact our stakeholders  EXAB directs and 
supports internal and external communications, 
including the overall communications strategy for  
www CalPERS ca gov and www my CalPERS ca gov 
websites  

Performance Tracking and Reporting Benchmark 2011-12 2012-13 2013-14 Average

% of Position Vacancy 5% 5.8% 8.4% 8.5% 7.6%

% of Expenditures to Authorized Budget 100% 99.1% 93.8% 94.0% 95.6%
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Financial Office (FINO)
The Financial Office is responsible for CalPERS financial 
management through coordination and centralization  
of all CalPERS finance activity  This includes managing 
and directing all accounting and budgeting activities for 
all funds and programs administered by CalPERS risk 
management and enterprise compliance activities also 
fall under the Chief Financial Officer’s responsibility 
within the Financial Office 

Performance Tracking and Reporting Benchmark 2011-12 2012-13 2013-14 Average

% of Position Vacancy 5% 8.8% 12.3% 17.8% 13.0%
% of Expenditures to Authorized Budget 100% 97.0% 95.8% 91.7% 94.8%

General Counsel Office (GCO)
The General Counsel Office provides legal advice to  
the Board, Executive Office, staff, coordinates the use  
of external legal counsel, and analyzes and drafts 
legislation  They represent CalPERS at hearings, appeal 
boards, court cases, and other legal actions  GCO also 
manages internal auditing of CalPERS operations and 
programs in concert with an external auditor engaged 
by the Board 

Performance Tracking and Reporting Benchmark 2011-12 2012-13 2013-14 Average

% of Position Vacancy 5% 7.7% 11.0% 12.2% 10.3%
% of Expenditures to Authorized Budget 100% 99.4% 99.1% 91.7% 96.7%
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Investment Office (INVO)
Under the general direction of the CalPERS Board, 
Investment Committee, and Executive Office, the 
Investment Office is responsible for the successful 
investment of the CalPERS funds  Individual investment 
decisions are made by an internal advisory staff as well  
as external equity managers on behalf of the Board  
Trading decisions are governed by policies established 
by the Investment Committee in accordance with 
applicable law and are reported to the Investment 
Committee on a monthly basis  

Performance Tracking and Reporting Benchmark 2011-12 2012-13 2013-14 Average

% of Position Vacancy 5% 13.8% 16.8% 11.8% 14.1%
% of Expenditures to Authorized Budget 100% 97.0% 96.5% 99.1% 97.5%

Operations and Technology (OPT)
The Operations and Technology staff perform system 
analysis, design, programming, testing, implementation, 
and maintain CalPERS’ computer systems and databases  
OPT also provides technical support and training for 
personal computers, local area networks, and office 
automation facilities  In support of innovation, OPT 
conducts research, evaluation, and development of  
new information technology services that support the 
CalPERS mission  In addition OPT has jurisdiction over 
Human Resources, building maintenance contracts, 
procurement, strategic planning, diversity inclusion  
and equal employment opportunity 

Performance Tracking and Reporting Benchmark 2011-12 2012-13 2013-14 Average

% of Position Vacancy 5% 7.3% 9.7% 8.4% 8.5%
% of Expenditures to Authorized Budget 100% 98.2% 97.3% 91.8% 95.8%
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Performance Measures
Strategic planning is a continuous process that requires 
constant feedback about how the current strategies are 
working  Performance measurement relies on specified 
end outcomes — not just activities, but the results of 

those activities  The strategic plan’s goals and objec-
tives focus performance measurement on outcomes 
and help define appropriate performance indicators  

Corporate Performance Measures for each Strategic Goal, 2012–17 Strategic Plan

Goal A: Improve long-term pension and health benefit sustainability

PENSION:

1 Annualized excess investment returns relative to Actuarial Rate of Return Assumptions
2 Annualized excess investment returns relative to Policy Benchmark
3 Net value added relative to an appropriate peer universe median return adjusted for composition of asset 

allocation and after expenses
4 Funded Status
5 Difference between CalPERS funded status and the average funded status of similar pension systems 

based upon Market Value of Assets (MVA)

HEALTH:

6 Quality of health care provided as measured by observed ratio of all-cause readmissions compared to what 
would be expected

7 Access to health care as measured by the percent of CalPERS health beneficiaries reporting receipt of 
routine health care when needed, relative to benchmark data

8 Affordability of health benefits as measured by the percentage of total average costs for covered benefits 
that a health plan will cover

9 Wellness of our membership as measured by the percentage of members who smoke, have diabetes, or 
are obese compared to State and national data

Goal B: Cultivate a high-performing, risk-intelligent and innovative organization

EXTERNAL:

10 Percentage of benefit payments issued to our customers within established service levels 
11 Customer satisfaction with CalPERS services as measured by surveys and other feedback methods 

INTERNAL:

12 Employee Turnover 
13 Employee assessment of CalPERS Organizational Health 

Goal C: Engage in State and national policy development to enhance the long-term sustainability and 
effectiveness of our programs
14 Percentage of legislative bills enacted or defeated consistent with positions taken by the Board  

(not including neutral positions)
15 CalPERS perception in the media
16 CalPERS perception among stakeholders
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The following are examples of some of our key  
performance measures:

Measure display: funded status

CalPERS Funded Status 
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Actuarial 
liabilities 
($B)

Assets 
market value 
($B)

Funded ratio 
(%)

77%*

* Estimated funding levels as of June 30, 2014.

A key aspect of sustainability is the funded status of  
the pension fund — therefore the ratio of our assets to 
our accrued liabilities is an important key performance 
measure  The funded status is impacted by the change 
in the fair market value of the fund’s assets  The esti-
mated increase in the funded status from 70 percent to 
77 percent reflects the latest annual investment return 
of 18 4 percent and includes newly adopted actuarial 
assumptions  
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Measure display: affordability of health benefits as 
measured by the percentage of total average costs  
for covered benefits in national health plans (target  
is 100 percent) (as of June 30, 2014)

Plan 2008 2009 2010 2011 2012 2013

Health Maintenance Organization (HMO) 93–97% 94–97% 94–97% 94–97% 95–97% 96–97%

Overall CalPERS Basic 90% 91% 91% 92% 92% 92%

Preferred Provider Organization (PPO) 81–85% 77–85% 78–86% 78–87% 78–87% 81–87%

Analysis: Health care costs are rising at a national and 
state level  The trend shows that CalPERS has mitigated 
these upward trending costs for its members and has 
kept their costs lower than what was targeted  

Measure display: customer satisfaction with CalPERS 
services as measured by surveys and other feedback 
methods (as of June 30, 2014)

Customer Services Timeliness, FY 2013–14

Analysis: Customer Services and Support (CSS) 
measures twenty-three timeliness metrics in a variety 
of areas which include service retirement, death 
benefits, disability, inquiry responses, and call wait 
times  These individual metrics roll up into a customer  
experience attribute referred to as Timeliness in  
the CSS Performance Metrics Dashboard  The  

80%

85%

90%

95%

100%

Q4Q3Q2Q1

95%
94%94%

86%

chart above reflects our quarterly standardized  
score for the timeliness attribute in FY 2013-14   
The timelines attribute has increased steadily each 
quarter, up nine percent from the beginning of the 
fiscal year as a result of heightened customer service 
efforts when responding to customer inquires 
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Organizational performance measures for  
each division

Measure: variance of actual expenditures to  
approved budget 

Target: within approved budget

Percentage of Budget Expended,  
by Budget Fund FY 2010-11 FY 2011-12 FY 2012-13 FY 2013-14

Administrative 97.04% 96.75% 94.06% 96.80%

Enterprise Project 99.94% 97.81% 98.78% 98.40%

CalPERS Headquarters Building Account 81.84% 82.15% 75.87% 78.80%

Investment Expense 82.76% 89.81% 107.42% 119.60%

Third-Party Administrator Fees 106.10% 110.51% 102.32% 71.40%

TOTAL BUDGET 87.31% 92.61% 103.20% 106.20%

Analysis: The 2012-13 and 2013-14 years show an 
increase in investment expense costs exceeding the 
approved budget  This is due to higher performance 
fees as a result of higher than anticipated investment 
returns for each of those years 

Measure: vacancies as a percent of total PYs for  
the last three years

Target: 5%

Performance Tracking and Reporting Benchmark 2011-12 2012-13 2013-14 Average

% of Position Vacancy 5% 8.7% 8.9% 7.8% 8.5%

% of Expenditures to Authorized Budget 100% 96.8% 91.1% 95.9% 94.6%

Analysis: CalPERS vacancy rate decreased from  
8 9 percent in 2012-13 to 7 8 percent in 2013-14, and 
below the average rate of 8 5 percent  The number of 
specialized positions within the financial, legal, actuarial, 
and investment offices contributes to the vacancy rate 
as there may be difficulties recruiting qualified candi-
dates to fill positions  There will always be a certain 
amount of vacancy in an organization this large, with 
diverse business lines  The organization has specialized 
positions that can be difficult to find qualified candidates 
to fill  This contributes to the vacancy rate  

The percentage of expenditures to authorized budget  
of 95 9 percent for 2013-14 is below the benchmark of 
100 percent but higher than the average of 94 6 percent  
Improved forecasting and budget processes as well  
as introducing tighter spending controls ensures that 
budgets are a more accurate reflection of the actual 
expenditures 

The goal for spending budget is 100 percent spent   
That would mean we had not over budgeted, but 
efficiently managed the budget  The percentage of 
budget is showing improvement 
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Statistical/Supplemental

CalPERS at a Glance October 2014

Our Mission: Provide responsible and efficient stewardship of the System  
to deliver promised retirement and health benefits, while promoting wellness  
and retirement security for members and beneficiaries.

The information presented in this document provides a statistical outline of our retirement  
and health programs and a breakdown of our investment profile and Fund performance. 

Pension Program

Members 1.68 million 
members
total retirement 
plan membership

759,509 / 45%
active members

574,759 / 34%
retirees & beneficiaries

344,728 / 21%
inactive members1

655,200 / 39% 
school employees

509,040 / 30% 
state employees

515,760 / 31% 
public agency

Employers 3,090  
employers 
total employers in 
retirement program

1
State of California

$2,918
average monthly 
service retirement2

1,581
Public Agencies

$3,072
average monthly 
service retirement2

1,508
School Districts

$1,675
average monthly 
service retirement2

Economic 
Impact 3

$12.7 billion
in benefits paid

$30 billion 
economic activity 
created by CalPERS  
benefit payments

$800 million 
generated in sales  
and property taxes

$20.8 billion
invested in California

Shared 
Responsibility4

Every dollar paid  
to CalPERS retirees  
comes from  
three sources:

 Figures as of June 30, 2013 unless otherwise noted.

We serve those who serve California.

67¢ Investment earnings

21¢ CalPERS employers

12¢ CalPERS members
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Health & Other Programs

Health 
Program

1.38 million
total lives covered (employees, retirees, dependants)

6 HMOs + 3 PPOs 
healthcare providers

Long-Term 
Care Program 7

$3.7 billion
total fund balance

$307.8 million
annual premiums received

144,933
total active participants

Supplemental 
Income 
457 Plan

$1.30 billion
in assets

749
contracting agencies

27,076 
total participants

CERBT 8 
Program

$4.1 billion
in assets

432
participating agencies

33% 
Fund growth in Fiscal Year 2013–14

Pension Funding

CalPERS 
Investments

$295.1 billion
total fund market value as of October 1, 2014

18.4% 
total net investment returns for Fiscal Year 2013–14

PERF 5  
Funded  
Status6

661+339 State

754+246 School

701+299 Public Agencies

696+304 Total PERF

760+240 Estimated total PERF for Fiscal Year 2013–14

Figures as of August 31, 2014 unless otherwise noted.

1  No longer working for CalPERS employer with service credit on account
2 Averages for members retiring in FY 2012-13
3  Benefits paid in FY 2011-12
4  Figures as of June 2014
5  Public Employees’ Retirement Fund
6 Figures as of June 30, 2012. 2013 PERF funded status will be available in Fall 2014.
7 Figures as of June 30, 2013
8  California Employers’ Retiree Benefit Trust Fund for post employment retiree benefits

California Public Employees’ Retirement System
www.calpers.ca.gov

Produced by CalPERS External Affairs Branch

66.1%

75.4%

70.1%

69.6%

76.0%
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Glossary

Allotment
The approved portion of an amount (usually of an 
appropriation) to be expended for a particular purpose 
during a specified time period 

Appropriation 
Authorization to make expenditures or incur liabilities 
from a specific fund for a specific purpose  It is usually 
limited in amount and has a specific period of time 
during which the expenditure is to be incurred  For 
example, appropriations made by the Budget Act are 
available for encumbrance for one year, unless other-
wise specified 

Augmentation
An authorized increase to a previously authorized 
appropriation or allotment  

Baseline Adjustment
A change from the currently authorized budget neces-
sary to maintain the current level of service or activities 
in the current year or in a future year 

Baseline Budget
The anticipated costs of carrying out the current level  
of service or activities as authorized by the Legislature 
(or CalPERS Board) 

Board
CalPERS Board of Administration

Budget
A plan of operation expressed in terms of financial  
or other resource requirements for a specific period  
of time 

Budget Change Proposal (BCP)
A proposal to change the level of service or funding 
sources for activities authorized by the CA Legislature, 
to propose new program activities not currently author-
ized, or to delete existing programs 

Budget to Actual Reports (BTA) 
A series of reports including a Budget to Actual report 
(it includes the annual budget, month and year to date 
expense and encumbrance balance), encumbrance 
query, voucher expenditures query and the on-line 
expense query  

CalPERS
California Public Employees’ Retirement System

Continuous Appropriation
Permanent constitutional or statutory expenditure 
authorization that is automatically renewed each year 
without further legislative (or CalPERS Board) action 

Encumbrance
The commitment of part or all of an appropriation by  
a governmental unit for goods and services not yet 
received  These commitments are expressed by such 
documents as purchase orders, contracts, and future 
salaries, and cease to be encumbrances when they are 
paid or otherwise canceled  

Formal Budget Request (FBR)
A CalPERS proposal to change the level of service  
or funding sources for activities authorized by the 
CalPERS Board, to propose new program activities not 
currently authorized, or to delete existing programs 

Fund
A legal entity that segregates monies or other resources 
for obligations in accordance with specific restrictions 
or limitations  
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Generally Accepted Accounting Principles (GAAP)
Generally accepted accounting principles refer to  
the standard framework of guidelines for financial 
accounting used in any given jurisdiction; generally 
known as accounting standards or standard accounting 
practice  These include the standards, conventions, and 
rules that accountants follow in recording and summa-
rizing and in the preparation of financial statements 

Governmental Accounting Standards Board (GASB)
GASB is the source of generally accepted accounting 
principles (GAAP) used by state and Local governments 
in the United States  

Generally Accepted Accounting Principles (GAAP)
The common set of accounting principles, standards 
and procedures that companies use to compile their 
financial statements  GAAP are a combination of 
authoritative standards (set by policy boards) and 
simply the commonly accepted ways of recording and 
reporting accounting information  

Governor’s Budget
The recommendations and estimates for the state’s 
financial operations for the ensuing fiscal year that the 
Governor presents to the Legislature by January 10 each 
year  This document also displays the actual revenues 
and expenditures of the State for the immediate past 
year, and updates estimates for the current year reve-
nues and expenditures 

Health Maintenance Organization (HMO)
An organization that provides or arranges managed 
care for health insurance, self-funded health care 
benefit plans, individuals, and other entities in the 
United States and acts as a liaison with health care 
providers (hospitals, doctors, etc ) on a prepaid basis  
The Health Maintenance Organization Act of 1973 
required employers with 25 or more employees to offer 
federally certified HMO options if the employer offers 
traditional healthcare options  Unlike traditionally 
indemnity insurance, an HMO covers care rendered by 
those doctors and other professionals who have agreed 

by contract to treat patients in accordance with the 
HMO’s guidelines and restrictions in exchange for a 
steady stream of customers  HMOs cover emergency 
care regardless of the health care provider’s contracted 
status 

Indirect Costs (Cost allocation)
Costs which cannot be readily associated with a specific 
organization unit or program, such as general adminis-
trative expenses  Indirect costs are prorated to the 
organizational unit(s) or program(s) which are affected 

Merit Salary Adjustment (MSA)
A cost factor resulting from the periodic increase in 
salaries paid to personnel occupying authorized 
positions 

Object of Expenditure (Line Item)
A classification of expenditures based on the type of 
goods or services received  For example, the budget 
category of personal services includes the objects of 
salaries and wages, and staff benefits  

One-Time Cost
A proposed or actual expenditure that is non-recurring 
(usually only in one annual budget) and not perma-
nently included in baseline expenditures 

Operating Expenses and Equipment (OE&E)
A category of a support appropriation which includes 
general expenses, printing, communication, travel,  
data processing, equipment and accessories for the 
equipment  

Preferred Provider Organization (PPO)
In health insurance in the United States, a preferred 
provider organization is a managed care organization  
of medical doctors, hospitals, and other health care 
providers who have agreed with an insurer or a third-
party administrator to provide health care at reduced 
rates to the insurer’s or administrator’s clients 
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Pro-Rata
Represents General Fund recoveries of statewide 
general administrative costs (i e , indirect costs 
incurred by central service agencies) from special 
funds (California Government Code [GC] sections 11010, 
and 11270 through 11277)  The Pro Rata process appor-
tions the costs of providing central administrative 
services to all state departments that benefit from the 
services  This apportioned amount is further allocated 
to each state department’s funding sources based on 
the percentage of total expenditures in each fund 

Personal Services
A category of expenditure which includes payment  
of salaries and wages, the state’s contribution to the 
Public Employees’ Retirement Fund, insurance premi-
ums for workers’ compensation, the state’s share of 
employees’ health insurance and the state’s share of 
Social Security 

Personnel Year (PY)
The actual or estimated portion of a position expended 
for the performance of work  For example, a full-time 
position that was filled by an employee for half of a  
year would result in an expenditure of 0 5 personnel 
year  This may also be referred to as a personnel  
year equivalent  A PY is currently calculated using  
1,776 working hours  Non-working hours related to 
vacation, sick leave and holidays have been factored 
into this number 

Proposition 162
An initiative approved by the voters in 1992  It gives 
the CalPERS Board absolute and exclusive authority 
over the administration and investment of pension 
funds 

Public Records Act (PRA)
The California Public Records Act (Statutes of 1968, 
Chapter 1473; currently codified as California 
Government Code §§ 6250 through 6276 48) was  
a law passed by the California State Legislature and 
signed by the Governor in 1968 requiring inspection 
and/or disclosure of governmental records to the  
public upon request, unless exempted by law 

Reimbursements 
An amount received as a payment for the cost of 
services performed, or of other expenditures made  
for, or on behalf of, another entity (reimbursements 
represent the recovery of an expenditure) 

Return on Investment (ROI)
A performance measure used to evaluate the effi-
ciency of an investment or to compare the efficiency 
of a number different investments 

Revolving Fund
An agency or office revolving fund (ORF) is not a fund 
but an advance from an appropriation  Agencies may 
use the cash advance to disburse ORF checks  The  
cash account is subsequently replenished by a State 
Controller’s Office warrant which records the expend-
iture and reduces the balance of the appropriation 

Staff Benefits
An object of expenditure representing the state costs 
of contributions for employees’ retirement, state 
disability insurance, health and welfare benefits, and 
non-industrial disability leave benefits 

State Fiscal Year
The period beginning July 1 and continuing through 
the following June 30 
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