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Agenda & Session Objectives

ltem  Topic Speaker Time

1 Introduction Marcie Frost 15min
» Session Objectives Sabrina Hutchins
* EPR Framework and Background

2 Feedback Exercise: Strategic Measures Sabrina Hutchins 70min
 Highlight Business Plan Initiatives Executive Team

3 Break 15min

4 Share Operational Measures Methodology Michael Younger 50min
» Review Key Performance Indicators (KPIs) Executive Team

5 Next Steps: First Year Reporting Michael Younger 15min

* New Reporting Structure
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Evolution of Enterprise Performance Framework

. I_ ---------
Strategic Plan Approval of Development Development ' July Board |
Development Strategic Plan of EPR of KPIs ! Offsite !

! 1

: »  Share :

Early 2016 February 2017 Early 2017 2017 | Strategic :

I Measures, I

: Initiatives and :

e Themes o  Strategic e Introduction of  Identify I KPIs I
* Goals Measures methodology Operational : »  Feedback I
*  Objectives *  Business Plan *  Refinement of Performance | exercise :
Initiatives Strategic Measures FTTTT T |

Measures and : Data CoIIe_ct|on & :

Initiatives Reporting

I Preparation I

Accountability | Transparency | Engagement | Collaboration
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Enterprise Performance Framework

MISSION VISION CORE VALUES
Deliver retirement and health care benefits to A respected partner, providing a sustainable Quality, Respect, Accountability,
members and their beneficiaries retirement system and health care program Integrity, Openness, Balance

for those who serve California

@@@.0

Qutcome Measures

Core Processes ‘

~

Sub Processes O O

KPs @ @
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Strategic View

FUND SUSTAINABILITY

Strengthen the long-term
sustainability of the
pension fund

TALENT HEALTH CARE
MANAGEMENT AFFORDABILITY

Promote a Transform health
high-performing VISION care purchasing

and diverse and delivery

workforce MISS ION to achieve
affordability
CORE VALUES

RISK MANAGEMENT REDUCE COMPLEXITY

Cultivate a risk-intelligent Reduce complexity
organization across the enterprise

. CalPERS
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Feedback Exercise: i

Share Baselines,

Strategic Measures

Business Plan
Initiatives
Highlight Key
Components

. CalPERS
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Projected
Funded Status

Funded Status

Business Plan
Initiatives:

Redesign and
enhance the

Fund the System Probability of Actuarial Valuation
FUND SUSTAINABILITY (SRS A System

: . igh employer

integrated view ibuti
Strengthen the long-term of pension assets contribution Alignment of Asset

rates

and liabilities Liability Management

sustainability of the pension fund
(]
!

(4

Employer
Contracting and

I/ Probability of Collection Reporting
P Probability of sharp single
P PERF falling year increase
",/ below 50% in contribution
----- e funded over the rates

o Measures moving to operational view

next 30 years

. CalPERS
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FUND SUSTAINABILITY Mitigate the risk

of significant
Strengthen the long-term investment loss
sustainability of the pension fund
I
I
(]
U4
/
4
4
L4
4
,/
4
<
’f

. CalPERS

Enterprise Strategy and Performance

1- year total
expected
fund volatility
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Business Plan
Initiative:

Investment risk
management
and performance
attribution



FUND SUSTAINABILITY

Strengthen the long-term
sustainability of the pension fund

. CalPERS

Deliver
target risk-

adjusted
investment
returns

Enterprise Strategy and Performance

Annualized
(5-year) excess
investment
returns relative to
total fund policy
benchmark

Business Plan
Initiatives:

Enhance capital
allocation framework

Enhance investment
platform and controls

Investment program
long-term planning
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FUND SUSTAINABILITY

Strengthen the long-term
sustainability of the pension fund

. CalPERS

I
!
I

Enterprise Strategy and Performance

Educate
employers,
members, and
stakeholders
on system risks
and mitigation
strategies

Stakeholder
assessment
survey
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Business Plan
Initiative:

Stakeholder education
on system risks and
mitigation

10



FUND SUSTAINABILITY

Strengthen the long-term
sustainability of the pension fund

. CalPERS

Integrate
environmental,
social &

governance
considerations
into investment
decision making

Enterprise Strategy and Performance

Investment
managers policies
and procedures
for ESG factor
integration
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Business Plan
Initiative:

Investment beliefs
and environmental,
social, and
governance risk
integration
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“‘\\ Overall quality
e composite
A S
™ Business Plan
Y Initiatives:
\
Value-based insurance
HEALTH CARE s | design: feasibility
AFFORDABILITY benefit design Accejs 0 p.ml?ary Site of care
to promote high- Sl UG management
Transform health care purchasing value health care care
and delivery to achieve affordability Pharmacy benefit
’;' design pilot
/
P Reference pricing
o expansion
II
,l
"l Total health care
P cost per member

12
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Proportion of Prevalence of
adults who are diagnosed

obese diabetes per

100 adults

Improve the

\
HEALTH CARE health status
AFFORDABILITY of employees, Diabetes

members and y t
their families, and Seli-managemen

the communities
where they live

Transform health care purchasing
and delivery to achieve affordability

I
I
!
I

Overall health Mental health and
status reported to well being

be good, very
good, or excellent

. CalPERS
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Business Plan
Initiatives:

Population health
alignment with Let's
Get Healthy
California taskforce
report dashboard

Partner with health

plans to engage in
community activities
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e Opioid
"\ - o
S prescription
" volum .
Y OIme Business Plan
\ e .
N Initiatives:
\\
\
\ Statewide
collaboration through
HEALTH CARE Reduce the Smart Care
AFFORDABILITY overuse of Callfornia

ineffective or C-section rate
unnecessary
medical care

Review and update
shared savings
accountable care

Transform health care purchasing
and delivery to achieve affordability

i o
! organizations cost
(] .
] and quality targets
U4
/ Research and
P expand evidence-
il Preventable based medicine
w hospitalizations
i per 100,000

14
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‘\‘.\'\‘ c
~ CEM pension
% complexity score
\\ External
\ investment
manager
reduction strategy
Simplify
REDUCE COMPLEXITY programs
to improve
Reduce complexity across service and/or
the enterprise reduce cost
Customer
4 satisfaction
ll
l/,
7 Benefit payment
e timeliness

. CalPERS

Enterprise Strategy and Performance

Business Plan
Initiatives:

CEM complexity
score reduction

Customer
satisfaction —
actionable feedback

Improve pension
benefit payments
timeliness

Implement digital
communication
strategy

External manager
monitoring,

expectations, and
reduction strategy

o Measures moving to operational view
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Saq CEM cost per
Ty member
\\
Ay
\
A Y

\

AY
Streamline
operations

REDUCE COMPLEXITY to gain
efficiencies,
Reduce complexity across Lrr]plioiis
the enterprise productivity,
and reduce costs
/
4
[
4
U4
,/
7 5-year net value
7 added

. CalPERS

Enterprise Strategy and Performance

Total overhead

cost

Business Plan
Initiatives:

Develop and
implement
continuous process
improvement
framework

Reduce system
costs and improve
efficiencies

Enhance business
effectiveness,
resource allocation,
and efficiency of
investment programs
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e Stakeholder
T assessment
M survey
\ -
1 Business Plan
Initiatives:
0 Enterprise data
Enhance management
RISK MANAGEMENT compliance and .
risk functions Employee survey In.crea.se enterprise-
Cultivate a risk-intelligent throughout the wide risk awareness
it enterprise
rganizaton Increase enterprise-
wide compliance
awareness
/' Benchmark
"l survey of risk &
o compliance

program maturity

17
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\\\
\\
Business Plan
Initiatives:
RISK MANAGEMENT Enterprise business

Enhance cyber Cyber security continuity project,

Cultivate a risk-intelligent security program risk rating phase Il

organization , ,
Information security

roadmap

18
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Sl Increase
-~ o
S recruitment
% channels
Ay
\
A Y
\
AY
A
\
\
\
e Recruit and
empower a
TALENT MANAGEMENT broad range Workforce
of talents diversity &
Promote a high-performing and to meet inclusion
diverse workforce ; organization
I pI'IOI’I'[IES
’l
I
[
[
4
4
[
4
U4
,/
7 Engagement
ol survey
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Business Plan
Initiatives:

Develop and
implement an
expanded
recruitment strategy

Develop and
administer team
member
engagement surveys

Expand diversity &
inclusion program

Emerging leader
pilot program

19



\\\\
\\
AY
\
AY
A
e Cultivate robust
leadership
TALENT MANAGEMENT competencies

and develop

Promote a high-performing and succession plans

diverse workforce across the
enterprise

. CalPERS

Enterprise Strategy and Performance

Leadership
proficiency
assessments

Active

development
plans for
succession
planning program
participants

Participation in
succession

planning program
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Business Plan
Initiatives:

Develop 2017-22
workforce plan

Enterprise
competencies — team
member competency
model

20



Performance

Operational Measures: ey

Indicators

Methodology

Components

21

. CalPERS
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Operational Outcome Measures

_ 4 ) )
Reliable Customer Open &
Steward of Satisfaction- Transparent

Funds Driven Communication
Organization
- '\ \_ /

-

5 4 )
Efficient & Supportive & Team Member
Effective Engaged Engagement
Organization Leadership
AN RN J

. CalPERS

Enterprise Strategy and Performance
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Operational Measure Development

Desired OQutcome:

» Capture current business activity at
operational level

» Increased Transparency, Accountability,
Collaboration, and Engagement

» Comprehensive Operational Reporting

Initial Focus:

 |dentify Core Processes and Sub Processes
» Executive Team working sessions

o Committee workgroup sessions

KPIs Defined:

v Operational Level

v Quantifiable Measures

v Gauge Performance

. CalPERS

Enterprise Strategy and Performance
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Core Processes

OPERATING PROCESSES

Accounting Managing Projecting Provide and Provide and Educate
for Funds Investments Liabilities Administer Administer Members,

Retirement Health Care Employers &
Benefits Benefits Stakeholders

. CalPERS
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Core Processes

SUPPORTING PROCESSES

Compliance & J Purchasing &
Managing Acquisition
Risks

Leveraging Managing Attracting &
Technology Resources & Supporting

Listening & Brand
Informing Reputation

Performance Team
Members

. CalPERS
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Sub Process Analysis

Proposing 53 to
capture key
operational

processes

Key Considerations:

* Identifying our

Proper
alignment
with Core
Processes

customers/beneficiaries
»  Sub Processes we currently
measure/assess
»  Demonstrate improved proficiency
and effectiveness

. CalPERS
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Discovery Questions — KPIs

Effective KPIs KPI Data Questions
 Align with Mission, Core Values & Outcome « Can existing data/metrics be used?
Measures » Are data sources readily available?
» Measures the effectiveness of processes » How frequently is the data refreshed?
» Available and accurate data » How much time is required to analyze data?
 Actionable — informs decision making and » Does the resultant data speak to how effective the
influences action process is?
 Easily understood by customers  |f data does not exist, is it feasible
» Evolve as business needs change to begin gathering now?
and grow
M CAalPERS | enterprise srategy and performance EPR: Board of Administration Offste | July 18, 2017 2/




Reliable Steward of Funds marlene Timberlake D'Adamo

Ensuring responsible investment and daily management of CalPERS assets | Effectively developing, implementing and monitoring the asset
allocation decisions of the Board | Safeguarding the solvency of the funds through sound actuarial practices

Accounting for Funds
Marlene Timberlake D’Adamo

Managing Investments
Ted Eliopoulos

Projecting Liabilities
Scott Terando

Generate liabilities and rates
for pension funding

* GASB 68 reports completed
timely

Stay within risk boundaries for
total fund

% of moderate and elevated-
risk TOM functions

* Produce CAFR with no
material weaknesses

Determine long-term care
premiums & reserves

Strategic asset allocation
ranges (if outside approved
ranges

% forecast to actual expenses
(annually)

Maintain appropriate reserve

Use liquidity coverage ratios
levels

accuracy

Cash forecasting accuracy
(monthly)

* Denotes Informational KPIs

. CalPERS

Enterprise Strategy and Performance EPR: Board of Administration Offsite | July 18, 2017 28




Customer Satisfaction Driven Organization ponna Lum

Understand the needs and expectations of our customers | Continuous improvement and innovation for the benefit of our customers

Provide & Administer Provide & Administer
Retirement Benefits Health Care Benefits

Donna Lum Liana Bailey-Crimmins

Customer satisfaction

Health member satisfaction %
performance %

Benefit payment Health plan scorecard of
accuracy % 90% or better

Benefit payment Health premium affordability
timeliness % meets aggregate annual
target %

MK <P in development

. CalPERS
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Open & Transparent Communication Brad Pacheco

Building working relationships with the Board, our employees, stakeholders, and outside organizations | Be open and accessible, working for a
solution in a collaborative way ensuring everyone’s voice is heard | Keeping the Board informed on key issues and strengthening partnerships

Educate Members,
Employers & Stakeholders

Brad Pacheco

Listening & Informing Brand Reputation
Brad Pacheco Brad Pacheco

Member, Employer &
Stakeholder rating on
Perception Survey

% of employer participation in
CalPERS events

Member rating on Stakeholder
Perception Survey

% Member education

Employer rating on
satisfaction pioy g

Stakeholder Perception
Survey

% Employer education
satisfaction

Stakeholder rating on
Perception Survey

% of community reach

. CalPERS
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Efficient & Effective Organization poug Hoffner

Striving for excellence and setting a clear vision for the future | Supporting and maintaining a high level of accountability | Hiring and

empowering talented teams

Compliance &
Managing Risks

Marlene Timberlake D’Adamo

Probability of high employer
contribution rates

Probability of PERF falling
below 50% funded

Probability of sharp single
year increase in contribution
rates

Timely resolution of audit
findings
(within 12 months)

Form 700 completed
timely

* Composite security health
score within range

Ensure evacuation timeframe
compliance

Employers current on
CalPERS obligations

* Business continuity
readiness exercise

Lean Adoption

Purchasing & Acquisition
Doug Hoffner

Leveraging Technology
Doug Hoffner

Contract requirement
compliance

IT capability
(CEM)

Service level contract

; Project portfolio heath
agreement compliance

MK <P in development
* Denotes Informational KPlIs

. CalPERS

Enterprise Strategy and Performance
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Supportive & Engaged Leadership ted Eliopoulos

Team leaders shall reflect CalPERS Core Vales and Leadership Competencies | Leadership needs to collaborate to achieve organizational
success

Managing Resources &

Performance
Doug Hoffner

% of Leadership Health of Enterprise

Competencies reflected in Performance Reporting
performance plans Framework

(CELERITDESEI Bl * Sustainability report
performance plans

Team member Leadership

assessment

MK <P in development
* Denotes Informational KPlIs

. CalPERS
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Team Member Engagement Liana Bailey-Crimmins

Creating a destination workplace where every team member can thrive and feel proud to work for CalPERS | Fostering an inclusive environment
where team members are valued and supported for their ideas

Attracting & Supporting

Team Members
Doug Hoffner

Average time to hire for hard- * Our Promise and
to-recruit positions annual food drive

* Recognition and wellness

” % of ideas implemented
opportunities

Response rate of team

*Turnover
member engagement survey

* LEADER training & % of team members
other training offerings responding in positive range

MK <P in development
* Denotes Informational KPlIs

M. CaIPERS ‘ Enterprise Strategy and Performance EPR: Board of Administration Offsite | July 18, 2017 33



N eXt Ste pS EPR Fiep?rting
First Year Reporting

. CalPERS
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New Reporting Structure

« AllEPR Components .
Enterprise Performance

+ Quarterly Reporting
* Focus on At Risk Indicators

= * o

Strategic Business Key
Measures Plan Performance
Initiatives Indicators

35
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Reporting Timeline

July November Feﬁ; lr';:V June September
2017 2017 2018 2018 2018

«  Strategic Plan «  First Reporting « Second « Third « Fourth

Commences Period: Reporting Reporting Reporting
At-Risk EPR Period Period Period

Board Offsite components

¢ Key reported
Performance
Indicators
Identified

. CalPERS
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ommunication Tools

Business Plan Initiative
Strategic Measure Summary Sheets Summary Sheets

2017-22 Strategic Plan | Measure Summary DRAFT 2017-22 Strategic Plan | Business Plan Initiative Summary DRAFT
wson vision: A
MSSON Detver wnssion

CORE VALUES: Quality, Respact, Accountanity, Integrity, Openness, Balance CORE VALUES: Quaiity, Rezpect, Accountatiliy,Integrity, Openness, Balance

@
Talent Management TALENT MANAGEMENT
Promote a high-performing snd diverse workforce Promote a high-performing and diverse warkforce

Iniiati
| Exand biversity & Incusion Program Qumer: | Brad Pacheca
Develop and begin implementing 3 plan to exgand the St [ uvaens
Measure Description: promota Diversity & Inclusion and work o Measure Owner: 8rad Pacheco Description: | Diversity and Inclusion Program to recruit and empower a ;m:
o e sl we broad range of talents to meet organizational priorities June 2018
Refresh Frequency: Annuslly, Decsmizer Date:
e i [ prize approsch to ity and Inclusion
Baseline: On sver: oftearn membersagres that CoPERS fomers a work Reporting Range: April 201 3-April 2015 (D&I) efforts in order to i i awross X
emiironmont na vatuos | ndivical gapsriances and contripurionsand eGUCaHRS
‘amployeesthat our diffarances are our strengths. Theesholds: increass srgasementicores Deliverables with due dates (Month Y¥¥Y]:
reieted v OB byt least L% emen vesr e
5 , . " . Overll Iniative Status
Y . [ Establish partnerships with organizations and educational institutions. F
sisbiechinkh e ™ o share CaIPERS perspactive on Diversity and Inclusion. (August 2017)
Inciusionioy 8K by 2022
Brmmsion - bt
Measure Status: O Final . . s Resources approved through the
B what is the actual metricls) being reparted? [l Arnuatincresse ortessthan 15 ar na o engage 3ll CaIPERS team members. (June 2018) 2017-18 budget process:
The actual numbar 162! e
o for hiri
23162 on CAIPERS fetering ¢ werk snvirenment thet vsuesthei indive practices for hiring NA
. oy vl i e " cpumcon | Sus @ A W aata l.e. demographics. (June 2018)
iferenca: seingour srengtha Tz numiseris Szied 20 an average of hras
s$ecific D&l que sionstrom tne 2016 OH survey. [0 Develop D& survey reporting to ahnieve desined ouicomes refates to the Workforce Diversity &
. Inciusion Strategic Messure. {June 2015)
implementing expansion
out business patners, mermbers, aod futura team members itiative Riskis):
! Y Staffing resources and change management challenges.
0P deveicped a0 Entarprise
At o, Tl st i B oAt s Mitigations:
o thesr Crazsu
warenest of CIPERS DB affarts i
minr Roat Cause (if At Risk or Off Track]:
Initiatives and Project ative: Exg ity Program, e D&l Advisary NA
Committee, Emsizyer e
Associated Srategic Measwe(s):
‘Workforce diversity and inclusion
revans sumrer.  @onmas pAsw ggonTe oageaets sansKer ormae @ M A ot Fastet
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