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New State Fund President

The State Compensation Insurance Fund's (State Fund) Board of Directors announced the appointment of James C. Tudor as Acting President. Tudor has served as Executive Vice President since January 1, 2003. Tudor replaces Dianne C. Oki who announced her retirement earlier this month.

Tudor has served for ten years on State Fund's Executive Committee and brings 34 years of workers' compensation insurance experience to the organization's top post. 

"Jim Tudor has played an important role in enabling State Fund to maintain its financial strength through what has been the most tumultuous period in the history of California's workers' compensation system," said Jeanne Cain, Board Chair. "Jim's expertise and remarkable dedication to our mission helped State Fund meet many organizational and system challenges." 

Throughout his tenure on the Executive Committee, Tudor engineered and managed technological initiatives, including creation of statewide regional service networks. He was instrumental in establishing the State Fund's broker program. 
Garamendi Settles Executive Life Case

California Insurance Commissioner John Garamendi ended the Executive Life Insurance court case this week by agreeing to a $650 million settlement.  This story dates back to 1991 when Garamendi seized the failing Executive Life Insurance Company.  During the subsequent litigation, the California Department of Insurance sold the executive portfolio of junk bonds to a group of French investors.  This is where it gets interesting.

The group of investors which bought Executive Life turned out to be a front for a French government owned bank, Credit Lyonnais.  The buyers struck a good deal--the company’s portfolio of junk bonds was worth billions of dollars more than the sale price.  Investors profited while Executive Life’s annuitants saw losses.  

United States authorities filed a criminal case against Credit Lyonnais because, at the time of the sale, it was illegal for a government owned bank to own an American insurer.  Former Insurance Commissioner Chuck Quackenbush also filed a civil lawsuit against Credit Lyonnais.  The civil suit was still pending when Garamendi took office the second time in 2003.

Garamendi settled the civil suit this week against several defendants in the case, namely Credit Lyonnais and Aurora National Life Assurance Co. The settlements totaled $680 million.  Besides the investors, the other remaining defendants are Artemis SA, a holding company that bought Executive Life from a Credit Lyonnais subsidiary, and its controlling owner, French billionaire Francois Pinault. 

Assembly PERSS Committee Begins Informational Hearings on the Public Pension System
The Assembly Public Employees, Retirement and Social Security Committee (PERSS) met on Wednesday for the first in a series of four informational hearings to discuss the reforms proposed by Governor Schwarzenegger to public employees’ retirement pensions and the numerous bills introduced by the California State Legislature relative to the issue.   

 

Assemblyman Alberto Torrico (D-Alameda), Chairman of the PERSS Committee, called the hearing to discuss the current condition of the public pension system.  Chairman Torrico began the hearing with several comments regarding his personal opinion on the Governor’s proposal. After stating that he believed it is fatally flawed, Chairman Torrico discussed his intention to further examine the system in an effort to find methods of which the current system could be reformed, rather than scrapped entirely.  

 

The PERSS Committee will therefore be holding at least 4 investigatory hearings to fully examine four basic and common pre-suppositions about the public pension system.  Specifically, the hearings will examine: (1) financial stability; (2) retirement packages/formulas; (3) costs of moving to 401(k) plans versus savings; and, 4) impact of mandating defined contribution plans and baring use of defined benefit plans.  

 

Chairman Torrico also called attention to the three bills he introduced this week and those introduced by Assemblymember Keith Richman (R-Northridge), and assured those present that all bills introduced on the subject would receive a full and fair hearing.  

            

Chairman Torrico has introduced AB 456, to crack down on fraud in the public pensions system; AB 457, to address pension “spiking” and unfunded liabilities; and, AB 458, to stabilize employer contribution rates for local governments.  He is also co-authoring SB 105 with Senators Jackie Speier (D-Hillsborough) and Nell Soto (D-Pomona), regarding disability requirements.  

 

The PERSS Committee then heard testimony as to the condition of the public pension system from Robert Palmer, Administrator of the San Joaquin County Retirement Association and Chair of Legislative Committee of the State Association Of County Retirement System; Jack Ehnes, Chief Executive Officer of CalSTRS; Ed Durman, Chief Deputy Executive Officer of CalSTRS; Fred Buenrosto, CEO of CalPERS; Mark Anson, Chief Investment Officer of CalPERS; and, Bob Walton, Deputy Executive Officer of CalPERS.  

 

The various fund executive officers, investment officers, and administrators provided the PERSS Committee with substantial information relating to the solvency of the systems, the return on investments, how and where investments are made, and estimated fiscal impact of the various defined contribution proposals, as well as comparisons between defined benefits and defined contribution plans. 

 

Norwood & Mattoch are in the process of preparing a complete comparison between the two contribution methods for a future edition of This Week in Sacramento. 

CalPERS Elects New President, Board Votes to Oppose Governor’s Proposal

CalPERS elected a new President to lead its board on Wednesday. Rob Feckner, a 27-year school employee and union official, will replace labor leader Sean Harrigan, who has led the board since 2003. 

Feckner, 47, has been a CalPERS board member since 1999 as a representative of CalPERS' school members across California, and is a glazing specialist with the Napa Unified School District. Feckner, elected by a unanimous vote, pledged to continue the pension fund's traditional activism, saying it would spotlight "excessive executive compensation" and other corporate governance reforms.
The very same day, the CalPERS board of trustees voted 9-3 to oppose proposals that would eliminate guaranteed pension benefits for public employees in California, specifically the proposal by Assemblyman Keith Richman (R-Northridge) that would establish 401(k)-style accounts for future public employees hired after July, 2006.  


Casting the dissenting votes were appointees of the Governor’s office: Marjorie Berte, an insurance industry representative; Debbie Endsley, representing the Governor’s Department of Personnel Administration; and Ronald Alvarado of the State Personnel Board.  Former San Francisco Mayor Willie Brown was absent. 

CalPERS joined California State Teachers’ Retirement System (CalSTRS) in opposing the pension proposals. 
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