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President’s Report

By RPEA President Rosemary Knox

ear Members,
| would like to wish all our
members and readers

happiness, good health
and success in the coming year.
Congratulations on remaining safe
during 2020. By obeying the rules to
flatten the curve of hospitalizations
and death toll we can stop living in
fear of the virus that has dictated the
way we live. Like all of you | am
hoping that this year “2021” brings
with it an opportunity to get out and
spread our wings soon!

information is a
short synopsis taken from
COVID19.CA.GOV website.
Outlining the three basic phases for
the California Covid-19 Vaccine
Plan.

The following

Phase 1A: (About 3 million people)
Healthcare workers and Long-Term
care residents.

Phase 1B: 1B Tier One: Individuals
75 and older. Those at risk of
exposure at work. In the following
sectors: education, childcare,
emergency services, and food and
agriculture.

1B Tier two: Individuals 65-74 years
of age, and those at risk of exposure
at work in transportation and
logistics; industrial, commercial,
residential, and sheltering facilities
and services; critical manufacturing.
Congregate settings with outbreak
risk: incarcerated and homeless

Phase 1C: Individuals 50-64 years
of age, people 16-49 years of age
and have an underlying health
condition or disability which
increases their risk of severe
COVID-19, and those at risk for
exposure at work in the following
sector: water and wastewater;
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defense; energy; chemical and
hazardous materials and IT; financial
services; government operations/

community based essential functions.

Please connect with your local County
Website for their vaccination plans.

The RPEA leadership is intensely
following CalPERS effort to fill the
vacant position of Chief Investment
Officer that was left vacant when Ben
Meng resigned in early August. So
here we are in January and CalPERS
CEO, Marcie Frost stated that the
hiring of a new CIO was a pressing
issue, and promised final interviews in
early January!

| want to share a sincere “Thank You”
to all our State leadership, our Area
Directors, Assistant Area Directors,
Chapter Presidents, and
Headquarters’ Staff for working so
hard throughout this past year to
support RPEA. We wouldn’t be where

we are today without your
contributions. RPEA is an
organization that cares for its
members!

Happy New Year! We just know that
2021 is going to be our best year
ever yet!

Update:

CalPERS is continuing to engage
in "Private Lending." Last year
we succeeded in getting this

legislation withdrawn. However,
CalPERS has introduced this bill
again under AB386 (Cooper D)
and is scheduled to be heard in
committee on March 5, 2021.




Vice President's Report

or more than a year, we
have been hearing about
the CalPERS plan to
engage in 'private lending'

' - (sometimes referred to as
‘distressed loans') to businesses who can't qualify for
traditional bank loans to operate their business and
finance expansion, etc. Many investors (and some
pension funds) have found this niche in investing to be
lucrative due to the higher interest rates that apply to
these riskier loans. As most of you know, RPEA has
opposed the legislation CalPERS introduced in early
2020 that would have permitted almost complete
secrecy by CalPERS regarding the nature of these
loans - a condition that does not serve the best interest
of CalPERS members. If secrecy prevails, sweetheart
deals and/or poor performing loans (repayment
difficulties) are almost sure to follow and bad outcomes
for some of these loans will surely occur - transparency
would minimize this danger. In mid-2020, RPEA
succeeded in getting this legislation withdrawn from
legislative consideration, but CalPERS will be back
again in 2021 with a similar bill. If secrecy is still a big
factor, it is likely that RPEA will oppose it again due to
the added threat of increased business failures related to
the COVID 19 economic disruption.

A recent article in a respected financial publication points
to the minimal number of failures of these loans in 2020
but warns of trouble in 2021 when government support
programs disappear. The new economy will look much
different and many of these existing loans are in danger
of default as a result of the expectation that most
businesses will resume as if COVID 19 never happened -
this is probably wishful thinking because that scenario will
likely not materialize. New buying habits and our
'stay-at-home' COVID behavior, in general, will
permanently alter our lives and unforeseen new lifestyles
will likely emerge. This condition is compounded by the
fact that many employees have successfully done their
jobs from home which mean they can move from
expensive urban areas to less costly hinterlands - a far
less likely situation until COVID changed everything.

To be clear, RPEA does not oppose the private loan
investment concept; we believe, however, that
transparency in the program is vital to discourage the
granting of riskier loans that could undermine some of the
potential gains that these higher-interest loans produce.
We must not expose members' trust fund money to the
potential added risk that secrecy, wielded by the

By Al Darby, Vice President

CalPERS investment staff or outside loan consultants/
managers, could produce.

On the topic of COVID, | was lamenting the lack of a
vaccine or cure in my article two months ago but, today,
| am happy to report that vaccines are here and they are
being administered as you read this - a giant step forward
in defeating this scourge. Seniors should already be
getting the vaccine when this RPEA news magazine is
published.  We will need to continue pandemic
precautions well into 2021 but we now have a 'strong light
in the tunnel' and a way out of this COVID nightmare.
Hopefully, mutant variants of COVID will not escape the
reach of the current vaccines - this is the current thinking
of virologists and vaccine developers. Let's hope the
worst of this pandemic is over and we can get our lives
back closer to normal again soon.

As this article is being written, we are awaiting the latest
of COVID relief legislation. A necessary component of
federal legislation is assistance to state and local
governments that have spent billions on COVID-related
programs but received little in reimbursement from the
Washington DC to mitigate state and local government
expenses. Absent this assistance, these local
government entities will suffer severe budget shortfalls
that will endanger public employment levels, public
services, and public pension funded status. In addition,
COVID relief legislation is needed to augment
unemployment benefits, rent assistance, and food
subsidies to those made jobless by COVID. With the new
Biden administration new legislation is likely to be
introduced to positively address some of these issues
that will persist throughout 2021 and probably on into the
future. It took several years after the 2008/9 financial
collapse to stabilize the economy and return the country
to economic normalcy. Let's hope we don't have to wait
that long this time around.

As you know, the CalPERS Chief Investment Officer
(CIO), Ben Meng, resigned in early August, 2020 due to
potential conflict of interest issues. The search to
replace him didn’t begin in earnest until much later in the
year and we still don’t have a final decision on the new
CIO as of January 1, 2021. CalPERS CEO, Marcie
Frost, promises final interviews in early January. Let's
hope we get a superstar CIO- choice soon and get the
investment unit redirected to an investment portfolio that
will consistently outperform the 7% target level on a
regular basis. Reaching the 80% funded level is vital to
the continued health of our pension system — it stands at
about 70% funded now.
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