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Investment Committee

Agenda Iltem 7b

November 16, 2020

Item Name: Review of the Investment Committee Delegation
Program: Investment Committee

Item Type: Action Consent

Recommendation

Approve the Investment Committee delegation in the form included as Attachment 1.

Executive Summary

Management’s proposed updates to the Committee’s delegation are in furtherance of prior
board direction that the composition of the Investment Committee to be comprised of the entire
membership of the Board and that the Investment Committee is authorized to act finally with
respect to all actions described within the delegation.

Strategic Plan

This item supports the “Reduce Complexity and Risk Management” Strategic Goal from the
CalPERS 2017-2022 Strategic Plan.

Investment Beliefs

This agenda item supports CalPERS Investment Belief 10, that strong processes and teamwork
and deep resources are needed to achieve CalPERS goals and objectives, acknowledging the
need for strong governance and effective, clear processes.

Background

As required by the Board Governance Policy, each Committee’s delegation is reviewed annually
and updated as needed to ensure continued alignment with board policy and the CalPERS
Strategic Plan.

Analysis

Based on feedback provided during the September 2020 Board Governance Committee
meeting, the Delegation Resolution for the Investment Committee reflects the following updates:
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e The Investment Committee will comprise the entire membership of the Board

¢ The Investment Committee is authorized to act finally with respect to all actions
described within its delegation

¢ In order to be consistent with other committee delegation structures, non-substantive
revisions have been made that reflect the Board’s direction to revise Board policies and
documents into plain English

Any revisions to the Delegation Resolution that the Committee wishes to make will be
incorporated and brought to the full Board for consideration and approval at the November 18™,
2020 Board of Administration meeting.

Budget and Fiscal Impacts

Not Applicable.

Benefits and Risks

The benefit of reviewing and updating the delegation of authority for the Investment Committee
is to continually align the Committee’s authority with the needs of our members while keeping
CalPERS’ commitment to its strategic goals and objectives. Management does not perceive any
risks.

Attachments
Attachment 1 — Investment Committee Delegation Resolution
Attachment 2 — Investment Committee Delegation Resolution — Track Changes

Attachment 3 — Board Investment Consultant Opinion Letter — Wilshire Associates

Anne Simpson
Interim Managing Investment Director
Board Governance & Sustainability

Dan Bienvenue
Interim Chief Investment Officer
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STATE OF CALIFORNIA BOARD OF ADMINISTRATION
PUBLIC EMPLOYEES' RETIREMENT SYSTEM

DELEGATION RESOLUTION

Subject: Investment Committee Delegation No: 1C-20-01

Pursuant to California Government Code section 20099, the Board of Administration of the
California Public Employees’ Retirement System (Board) hereby authorizes the
appointment of the Investment Committee to be comprised of the entire membership

of the Board.

Except as otherwise provided within this Resolution, the Investment Committee
( Committee) is authorized to:

(1)
(2)

(3)

(6)
(7)
(8)

(10)

(11)

Set investment beliefs to guide investment strategies.

Approve investment policies and oversee compliance with
investment policies.

Conduct strategic asset allocation, set the target rate of return,
and select the asset allocation mix including interim allocation
targets for each fund.

Set total fund and asset class policy benchmarks.

Approve and oversee asset class strategic plans and
portfolio construction guidelines.

Set investment risk appetite and tolerances.
Oversee investment performance.

Oversee fund liquidity management, including ensuring that
the fund has sufficient liquid assets to respond to market
conditions and meet investment obligations (e.g. capital calls,
collateral calls).

Conduct selection and oversee performance of Board
consultants who provide investment-related expertise to the
Board.

Oversee selection process and performance of investment
partners, managers and consultants.

Approve the initiation or settlement of investment-related
litigation (including corporate governance) involving material
sums or having a substantial impact on investment goals or
investment operations.



Delegation No: 1C-20-01
(12)

(13)

(14)

(15)

(16)

(17)

(18)
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Oversee cost effectiveness of the investment program.

Oversee investment office risk assessment and control
environment.

Oversee environmental, social and governance (ESG)
program.

Set the criteria and triggers for information that comes to the
Committee for review, as well as approve performance
metrics to be reported to the Committee.

Approve positions on investment-related legislation.

Approve investment-related regulations.

Oversee management of risks related to the duties
delegated to the Committee.

Notwithstanding any other provision within this Resolution, the Committee is authorized to
act finally with respect to all actions described herein.

This Resolution shall be effective immediately upon adoption and supersedes all previous
delegations of authority to this, or any predecessor, committee.

ECE kT ok ok ok o o

| hereby certify that on the 18th day of November, 2020, the Board of Administration of the
California Public Employees’ Retirement System made and adopted the foregoing

Resolution.

HENRY JONES
President, Board of Administration
California Publie Employees’ Retirement System
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STATE OF CALIFORNIA BOARD OF ADMINISTRATION
PUBLIC EMPLOYEES' RETIREMENT SYSTEM

DELEGATION RESOLUTION

Subject: Investment Committee Delegation No: IC-1920-01
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Delegation No: 1C-1920-01

RESOLVED,{(A}—TFhatpPursuant to the-foregoing,—California Government Code_
section 20099, the Board of Administration of the -California Public Employees’ Retirement

System (Board) hereby authorizes —and-ratifies-the appointment of the Investment

Committee {the“Cemmittee”}-to be comprised of retless-than-nine{9)membersthe
entire membership of the Board.

RESOLVED,(B}——Except as otherwise provided within this Resolution, the
Investment Committee (Committee) is authorized to:

(2) Set investment beliefs to guide investment strategies.

(2)  Approve investment policies and oversee compliance with
investment policies.

(3) Conduct strategic asset allocation, set the target rate of return,
and select the asset allocation mix including interim allocation
targets for each fund.

(4) Set total fund and asset class policy benchmarks.

(5) Approve and oversee asset class strategic plans and
portfolio construction guidelines.

(6)  Set investment risk appetite and tolerances.
(7) Oversee investment performance.

(8) Oversee fund liquidity management, including ensuring that
the fund has sufficient liquid assets to respond to market
conditions and meet investment obligations (e.g. capital calls,
collateral calls).

(9) Conduct selection and oversee performance of Board
consultants who provide investment-related expertise to the
Board.

(10) Oversee selection process and performance of investment
partners, managers and consultants.

(11) Approve the initiation or settlement of investment-related
litigation (including corporate governance) involving material
sums or having a substantial impact on investment goals or
investment operations.
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(12)

(13)

(14)

(15)

(16)

(17)

(18)
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Oversee cost effectiveness of the investment program.

Oversee investment office risk assessment and control
environment.

Oversee environmental, social and governance (ESG)
program.

Set the criteria and triggers for information that comes to the
Committee for review, as well as approve performance
metrics to be reported to the Committee.

Approve positions on investment-related legislation.

Approve investment-related regulations.

Oversee management of risks related to the duties
delegated to the Committee.

authorlzed to act finally W|th resgect to aII actions descrlbed herein.

Boa the Commlttee is

RESOLVED {E)—TFhattThis Resolution shall be effective immediately upon adoption



Item 7b, Attachment 2, Page 4 of 4

Delegation No: IC-1920-01

and supersedes all previous delegations of authority to this, or any predecessor,
Committeecommittee.

*AhkAhkkhkikk

| hereby certify that on the 18th day of SeptemberNovember, 26192020, the Board of
Administration of the California Public Employees’ Retirement System made and adopted
the foregoing Resolution.

HENRY JONES
President, Board of Administration
California Publie Employees’ Retirement System
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W Wilshire

Thomas Toth, CFA
Managing Director

October 29, 2020

Ms. Theresa Taylor

Chair of the Investment Committee

California Public Employees’ Retirement System
400 P Street

Sacramento, CA 95814

Re: Agenda Item 7b: Review of the Investment Committee Delegation

Dear Ms. Taylor:

You requested Wilshire’s opinion regarding the annual review requirement mandated by
the CalPERS Board Governance Policy as it relates to authority delegated to the
Investment Committee. Most importantly, there are no changes to the listed delegations
on which to opine. The revisions are limited in scope to those designed to provide clarity
and to align with previous direction from the Governance Committee.

In reviewing the redlined delegation resolution, most of the revisions relate to
Government Codes and the California Constitution that are being struck to further the
Board's stated goal of improving the clarity of the Board policy. The referenced
Government Codes and the California Constitution remain in force from a governance
standpoint. Wilshire supports the move to enhance the ability of all stakeholders to
understand the delegations provided by the Board.

The revised delegation expressly references California Government Code section 20099,
which provides the Board of Administration with the statutory authority to delegate to a
committee of Board members. This reference also enhances the ability of stakeholders to
understand upon what authority this delegation resides.

The revision that structures the Investment Committee as a committee of the whole Board
aligns with the recommendation from the Governance Committee earlier this year. The
Governance Committee had healthy discussion and debate around this issue; hence,
Wilshire is comfortable with this revision. We look forward to continuing to advise all
Board members as CalPERS embarks upon the Asset Liability Management process within
a very challenging investment environment.
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W Wilshire

Conclusion

Wilshire believes that these delegations support the full set of CalPERS’ Investment Beliefs,
underlining the importance of their regular review and discussion. Wilshire is comfortable
that the revisions proposed to the Investment Committee delegation promote effective
governance. Please do not hesitate to contact us should you require anything further or
have any questions.

Sincerely,

T



