
 

Board Governance Committee 
Item Number 4 – Open Session 

Subject: Committee Structure Discussion 

Presenter(s): Amy McDuffee, Mosaic Governance Advisors, LLC, and Melissa 
Norcia 

Item Type: Information 

Date & Time: January 28, 2021 – 15 minutes 
 

Attachment(s): Attachment 1: FY 20/21 Compensation Committee Workplan 

      Attachment 2: Compensation Committee Agenda Item Overview 

                           Attachment 3: Compensation Committee Charter 

PowerPoint(s): None 
 

PURPOSE 

The purpose of this item is to consider (1) the appropriate structuring of the remaining items on 
the FY 20/21 Compensation Committee workplan in light of the Board’s recently stated sentiment 
to discuss certain compensation items going forward as a full Board; and (2) receive direction from 
the Committee in addressing other Board stated priorities relative to its committees.  

DISCUSSION/SUMMARY 

Board committee meeting frequency was impacted in the early days of the pandemic to 
accommodate the Board’s virtual format and streamlined agendas. These impacts prompted a 
desire by the Board to more broadly evaluate its committee structure and functioning to foster 
greater effectiveness and efficiency. The Board discussed its committees’ structure and function 
at the October 2020 offsite. The offsite discussion resulted in the following consensus areas of 
interest and priorities.  
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• Collaborative model compensation discussions should be held at the full Board level to 
ensure broad visibility and position the initiative for success. This item was assigned an 
immediate priority.  

• The value and purpose of reinstating the corporate governance subcommittee should be 
explored, perhaps under a different name, to aid the Board in addressing its sustainability 
related strategy and oversight matters. This item was assigned a mid-term priority.  
 

• Once the Pension Solutions project is complete, consider the value and purpose of a 
technology committee. This item was assigned a longer-term priority.  

 
The Board requested that the Board Governance Committee take up the priorities at the appropriate 
time.  
 
At the November 2020 Board Governance Committee meeting, Committee members requested 
that the immediate priority of discussing collaborative model compensation items be agendized 
for the January 2021 Committee meeting. It was also requested that a small subgroup consisting 
of the Committee Chair, Vice-Chair, staff, including the Director of Human Resources and General 
Counsel, and Board governance consultant, Mosaic, discuss available implementation options and 
the most appropriate path forward.  
 
The small group met in December 2020. It resulted in consensus that the remaining FY 20/21 
Compensation Committee workplan should be pulled back into the full Board’s workplan, at least 
during the pandemic. The rationale included the following themes: 
 

• The current committee structure was developed to work within the in-person meeting 
structure and within the 3-day meeting cycle.  

• Although functioning in the pandemic creates some challenges, it also allows for deviations 
from the conventional Board meeting schedule and flexibility to hold shorter meetings over 
multiple days.  

• Some topics that reflect Board priorities, such as the collaborative model, span across 
multiple committees. It may be more efficient to house them within the full Board agenda, 
as opposed to various Board committees. This will reduce the need for Trustees, 
particularly who do not serve on all of the pertinent committees, to piece together 
information from multiple committees’ reports and recommendations, further streamline 
the work, and allow for the Board to make a more informed decision.  

 
The subgroup directed staff and Mosaic to evaluate and recommend the best path to implement 
such a change to the Compensation Committee workplan. In subsequent discussions between staff 
and Mosaic, several options were considered. They included 1) transitioning the collaborative 
model items to the full Board agenda and thereby leaving the rest of the non-related items on the 
Compensation Committee workplan, 2) expanding the composition of the Compensation 
Committee to the full Board, and 3) subsuming the Compensation Committee into the full Board. 
 
An analysis of the FY 20/21 workplan determined that all remaining items link in some 
interconnected way to collaborative model discussions, including the item on the Compensation 
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Committee’s workplan to conduct interviews with and select a primary compensation strategist. 
Staff and Mosaic suggest that a small ad hoc group of Board members (i.e., two or more members) 
could be appointed by the Board Chair and Vice-Chair to participate in the compensation strategist 
interview process, with that subgroup having the final approval authority to select a primary 
compensation strategist. This approach is similar to that used by the Board in the selection of other 
Board consultants, such as fiduciary counsel and governance consultant. 
 
Therefore, the approach suggested by staff and Mosaic is to subsume the Compensation 
Committee into the full Board for the remaining fiscal year and seek direction from the Board 
Governance Committee at its May 2021 meeting, and based upon the draft FY 21/22 
Compensation Committee workplan, if that action should be continued for FY 21/22. 
 
During the January 2021 Committee meeting, the Committee will be asked to discuss and take 
action to implement this recommendation to align the Compensation Committee with Board 
sentiment. For reference, the FY 20/21 Compensation Committee Workplan has been provided, 
along with previous Compensation Committee agenda items from the 2019 and 2020 calendar 
years and the Compensation Committee Charter.  
 
Finally, the Board Governance Committee will be asked to provide guidance and direction, but 
not take action, as to whether the concept expressed at the offsite regarding the potential for a 
renewed corporate governance or similarly named subcommittee should be taken up at the May 
2021 Committee meeting or instead explored as part of the FY 2021/2022 Board Governance 
Committee workplan. For example, such an activity could include an educational session presented 
by an outside speaker on how other public pension fund peer boards address sustainability topics. 

RECOMMENDATION 

Mosaic recommends that the Committee:  

a) take action to recommend to the Board that the Compensation Committee be subsumed 
into the full Board for the remainder of the 20/21 fiscal year.  

b) take action to recommend to the Board that the Board Chair and Vice-Chair appoint at 
least two Board members to serve on the ad hoc group to select the primary compensation 
strategist, and to authorize that ad hoc group to make the final selection decision. 

c) determine at its May 2021 meeting if the Compensation Committee should continue to 
be subsumed for the 21/22 fiscal year and make an appropriate recommendation to the 
Board at that time. 

d) provide direction as to whether to undertake an exploration of the need for a corporate 
governance or sustainability subcommittee at its May 2021 meeting or as part of the 
Committee’s FY 21/22 workplan.    



COMPENSATION COMMITTEE 
2020-21 Meeting Work Plan 

September November March May 

Governance Administrative Procedure Changes 
Pursuant to CEO Delegation (I) 

Investment Performance Impact 
on Incentive Pay for the 2019-20 
Plan Year, if necessary (I) 

Compensation Consulting 
Services Solicitation (A) 

Labor Market 
Benchmarking Study 
Update (I) 

Review Investment 
Management Classification 
Concept and Temporary Pay 
Mechanism (A) 

Interviews and 
Selection of Primary 
Compensation 
Strategist (A) 

Review Long-Term 
Incentive Plan 
Framework (A) 

Committee Work Plan Input (I) 

Policy Review/ 
Update 

Labor Market Benchmarking for 
Statutory Positions under the 
Board’s Compensation Setting 
Authority (A) 

Adoption of language for 
Compensation Policy and 
Administrative Procedures to 
align with Collaborative Model 
(A) 

Oversight/ 
Monitoring 

Disclosure of Incentives for 
Statutory Positions for the 
2019-20 Plan Year (I) 

Education 

(A) = Action (I) = Information November 2020 
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CalSTRS Compensation Committee 
Agenda Item Overview 

DRAFT WORK PRODUCT 1 

FY 2020/2021 Remaining Scheduled Workplan Items for the Board Compensation 
Committee1

Meeting 
Month 

Category Type of Item Topic 

March Governance Action Interviews and Selection of Primary 
Compensation Strategist (Action Item) 

March Governance Action Review Long-Term Incentive Plan 
Framework (Action Item) 

May Governance Information Committee Work Plan Input 
(Information Item) 

May Policy Action Labor Market Benchmarking for 
Statutory Positions under the Board’s 
Compensation Setting Authority (Action 
Item) 

May Policy Action Adoption of language for Compensation 
Policy and Administrative Procedures to 
align with Collaborative Model (Action 
Item) 

1 Does not include routine agenda items such as agenda adoption, approval of minutes, information requests, 
public comments, etc. 
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CalSTRS Compensation Committee 
Agenda Item Overview 

DRAFT WORK PRODUCT 2 

Calendar Year 2019 and 2020 Compensation Committee Agenda Items  (March 2019 – 
November 2020)2

From March 2019 through November 2020, the Compensation Committee held 6 meetings in total. 
Agenda items for those meeting are listed below to provide a reference for the types of topics and items 
discussed and acted on by the Committee. 

Meeting 
Date 

Open 
/ Closed Type of Items Item 

4-Nov-20 Open Consent/Information 
Disclosure of Incentives for Statutory Positions for the 
2019-20 Plan Year 

4-Nov-20 Open Informational Labor Market Benchmarking Study Update 
4-Nov-20 Open Action Review Investment Management Classification Concept 

4-Sep-20 Open Consent/Information 
Administrative Procedure Changes Pursuant to CEO 
Delegation 

4-Sep-20 Open Action Compensation Consulting Services Solicitation 

5-Mar-20 Open Informational 
Report and Recommendations on Compensation 
Strategy 

5-Mar-20 Open Informational Education Session on Civil Service 

12-Jul-19 Open Consent/Action 
Review of CEO/CIO Personal Performance Targets 
Criteria 

12-Jul-19 Open Consent/Information 
Administrative Procedures Changes Pursuant to CEO 
Delegation 

12-Jul-19 Open Informational 
Assessment of Compensation Program in Alignment 
with the Collaborative Model 

9-May-
19 Closed Informational Staffing Turnover (Gov. Code, sec. 11126(a)) 

9-May-
19 Open Action 

Report on Labor Market Benchmarking for Statutory 
Positions 

9-May-
19 Open Informational Collaborative Model Compensation Planning 

9-May-
19 Open Informational Review of Committee Charter 

9-May-
19 Open Informational Committee Work Plan Input for FY 2019-20 

27-Mar-
19 Open Informational Compensation Strategies for CEO and CIO Transition 

27-Mar-
19 Open Informational Updates to CEO and CIO Position Descriptions 

2 Does not include routine agenda items such as agenda adoption, approval of minutes, information requests, 
public comments, etc. 

Attachment 2 
Board Governance Committee - Item 4 

January 28, 2021 
Page 2



Attachment  3 
Board Governance Committee - Item 4 

January 28, 2021 
Page 1 

49 

TEACHERS’ RETIREMENT BOARD 

COMPENSATION COMMITTEE CHARTER 

INTRODUCTION 

The Compensation Committee has been established to provide oversight to the System’s 
compensation policies and plan that support the successful recruitment, development and retention 
of talent to meet the business objectives of CalSTRS. 

AUTHORITY 

To provide oversight to the System’s compensation strategy and operation of the plan. 

To develop recommendations for the Board related to the System’s compensation plan and policies 
necessary for effectively administering the compensation plan. 

To engage professional services consultants and counsel as necessary to assist the Committee in 
fulfilling its responsibilities. The Committee has the sole authority to select, retain and terminate 
a compensation consultant and approve the consultant’s fees. 

COMPOSITION 

The Committee shall be composed of a minimum of three (3) members appointed by the 
Chairperson of the Board. 

MEETINGS 

The Committee will meet on an as-needed basis as determined by the Committee Chair in 
consultation with the Chair of the Board but no less than once per year. The Committee may hold 
meetings on dates other than regular Board/Committee meeting dates to facilitate both the 
expeditious resolution of compensations issues and the efficient conduct of regularly scheduled 
meetings. 

RESPONSIBILITIES 

The Compensation Committee shall have responsibility for the following: 

1. Ensure that the compensation program is properly designed to support organizational
objectives.

2. Develop for Board adoption written policies that document the compensation plan and its
administration.

3. With the assistance of outside professional services, make a determination of the labor
market benchmarks (select appropriate peer groups) that will be utilized to compare System
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personnel salaries. 

4. With the assistance of outside professional services, conduct a periodic examination of the 
compensation structure to assess its competitiveness and make recommendations for any 
adjustments. 

5. Conduct periodic reviews of the Board’s annual evaluation processes for the Chief 
Executive Officer and Chief Investment Officer to determine if any modifications are 
necessary. 

6. Review relevant human resource policies that might hinder the System’s ability to attract 
talented employees and make recommendation for change. 

7. Determine the components (base and incentive) of the total compensation and their 
respective measures. 

8. Periodically review and make recommendations for modifying the criteria that are used for 
incentive awards to ensure that the performance measures are still relevant and effective. 

9. Periodically review labor market data on the System’s employees to assess the impact of 
the compensation plan on the recruitment and retention of staff. 

10. Oversee preparation of an organizational succession plan. 

11. Adhere to the Risk Management Policy established by the board. 

12. Review emerging and significant risks specific to the area of responsibility of the 
Compensation Committee and to report those risks to the board. 

13. Determine appropriate level of authority delegated to the CEO with respect to 
compensation program administration. 

Approved November 3, 2005 
Amended April 1, 2009 

Amended to delineate Board and Committee responsibility in the oversight of risk on 
February 6, 2014 

Amended May 9, 2019 
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