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Introduction

For more than eight decades, CalPERS has built retirementand health security for state, school,
and public agency memberswho work in public service. CalPERS’ pension serves more than 2
million membersin its retirement system and administers benefits for more than 1.5 million
members and their families it its health program. CalPERS is the largest defined-benefit public
pension in the U.S. with an investment portfolio valued at approximately $376.3 billion as of
June 30, 2019.1

Approximately $34.0 billion (or 9.0 percent) of CalPERS' portfolio was investedin California-
based companies and projects.?

This report broadly highlights some of the broad ancillary benefits of all CalPERS investmentsin
California as identified by Pacific Community Ventures (PCV), a third-party research
organization.
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Executive Summary

As the nation’s largest public pension fund, CalPERS plays a vital role in California’s economy,
providing retirement and health benefits to over 2 million public employees, retirees, and their
families, and 2,890 employers.3

CalPERS for California examines CalPERS’ investment portfolio as of fiscal year ending June 30,
2019. It describes the scale and breadth of CalPERS’ investmentsin companies, properties, and
projects in California, and the additional benefits from CalPERS’ private market investments.
This report does not examine the financial performance of the investments.

The investment goal of CalPERS is to achieve appropriate risk-adjusted return. All the
investment decisions must be consistent with the fiduciary responsibility of CalPERS Board of
Administration and its duty to protect the financial security of its members. Like many other
large institutional investors, CalPERS’ portfolio is diversified among categories of investments,
called “asset classes,” to reduce the exposure to any one market risk and maximize the return
on investment. CalPERS’ investment decisions are guided by its Investment Beliefs and are
made in accordance with the Board’s approved investment policy guiding strategic asset
allocation and risk management.

As the world’s fifth largest economy, the strength and diversity of California’s economy offersa
wide array of attractive investment opportunities for all investors.#Investmentsin California
that CalPERS staff and externalmanagers and advisors select are usually not explicitly directed
into California but are the consequence of a typical institutional investment portfolio
management process weighing the financial merits of companies, properties, and projects,
regardless of location. The size and dynamism of California’s economy are the primary drivers
of CalPERS’ exposure to local communities and the related benefits that this brings, like job
creation.

This report offersa snapshot of CalPERS California investments and has been prepared by PCV.
The research methods in this report are fully documented in footnotes. The difficulty of
attributing ancillary benefits directly to any individual investmentis especially notable, which
explains why ancillary benefits associated with public market investments are excluded from
this report.


https://www.calpers.ca.gov/page/about/organization/calpers-story/our-mission-vision

Agenda Item 6i, Attachment 1, Page 5 of 29
CalPERS for California 2019

As of June 30, 2019, CalPERS had invested approximately 9.0 percent or $34.0 billion of its
$376.3 billion investment portfolio in California.>

CalPERS Investmentsin California by Asset Class:June 30, 2019
Total Portfolio | Dollars Invested Percentage of
Value (in in California (in Dollars Invested
Billions)® Billions)? in California
Global Equity $185.0 $16.3 8.8%
Global Fixed Income $114.2 $5.8 5.1%
Private Equity $26.5 $0.9 3.4%
Real Assets $40.8 $11.0 26.9%
Other $9.9
Total?® $376.3 $34.0 9.0%

CalPERS has consistently had 8 percent or more of its investment portfolio invested in California
since 2010. The following chart shows CalPERS’ investmentsin California.

CalPERS' Investments in California
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In addition to the goal of achieving appropriate risk-adjusted returns, CalPERS asset allocation
to private market investmentsindirectly support the communities in which they are located.

The additional benefits of private market investmentsin California, forinstance, include the
support of local jobs, infrastructure for communities and commerce, and business expansion
and related economic activity. As of June 30, 2019, PCV estimates that CalPERS’ active private
markets investmentsin California supported $19.9 billion in total economic activity across the
state. This activity benefits not only businesses and projects receiving allocated capital from
CalPERS, but also suppliers, workers, and the public sector broadly through tax revenues.?
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The total number of estimated jobs supported by CalPERS’ California investmentsin private
markets is shown below.

Estimated Jobs Supported by CalPERS Private Markets Investments: June 30, 20192°
Private Equity 52,300
Real Assets 117,300
Total Private Markets 169,600
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Public Markets

The largest amount of CalPERS’ total assetsis investedin the public markets through global
equities and fixed income securities.

CalPERS’ investmentsin public companies and projects cannot be directly tied to the creation of
jobs or other ancillary benefits at those companies and projects receiving investment. The
public markets investments are intentionally excluded from this analysis due to the less direct
relationship between capital being a source and the use of proceeds from this financing by
recipient companies issuing the public traded securities that CalPERS holds. Therefore, the
CalPERS for California report examines CalPERS’ investment exposure in California, but not the
job creation or ancillary benefits associated with its pubic market investments.

Global Equity

Total Market Value: $185.0 billion1!
Value in CA: $16.3 billion12
Percentage in California: 8.8%

Global Equity is the principal asset class providing growth exposure in the strategic asset
allocation. CalPERS’ Global Equity Program invests in securities traded in global public equity
markets, including in-house management of index-oriented and active strategies and externally
managed active strategies.

Assetsin the Portfolio are comprised of U.S. and international public equities, foreign
currencies, and derivative exposure.

Global equity investmentsin public companies make up approximately half of the total
portfolio. CalPERS investsin public companies primarily as a long-term investor. The largest
allocation of global equity is passively managed by an in-house team of investment
professionals. CalPERS also develops portfolios, managed both internally and externally, of
active strategies seeking additional long-term value creation opportunities.
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Global Fixed Income

Total Market Value: $114.2 billion3
Value in CA: $5.8 billion14
Percentage in California: 5.1%

CalPERS’ Global Fixed Income program seeks to diversify and reduce overall risk for CalPERS
investment programs while enhancing CalPERS total returns. This asset class has exposure to
investmentsin California through the following portfolios:

e Corporate Bonds: Companies issue corporate bonds to finance a variety of corporate
purposes, such as investing in new plants and equipment or to fund the purchase of a
company’s equity or debt.

e Structured securities: Structured securities are investmentsin debt securities
collateralized by a diverse group of loans including residential real estate, commercial
real estate and consumer loans. When issuing structured securities, these loans are
bundled togetherand underlying loan principal and interest repayment cashflows are
packaged into varying structures offeringinvestors differentrisk and return profiles.

e Short-term investments: Short-term investments consist of U.S. Treasury and
government sponsored securities, money market funds, commercial paper, certificates
of deposit, repurchase agreements, asset backed securities, notes and bonds issued by
U.S. corporations, and other allowable instruments that meet short-term maturity or
average life, diversification, and credit quality restrictions.

e Wholeloans: Whole loans include remaining California mortgages through the CalPERS
MemberHome Loan Program.1>

7

The following table shows CalPERS’ Global Fixed Income investmentsin California.

CalPERS’ Global Fixed Income Investments in California: June 30, 2019
Dollars Invested Percentage of
(in Millions)16 Dollars Invested
Corporate Bonds $2,175 37.6%
Structured Securities $3,519 60.9%
Short-term Investments $45 0.8%
Whole Loans $40 0.7%
Total?? $5,779 100%
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Private Markets!®

CalPERS investmentsin private markets include private equity and real assets, including real
estate and infrastructure investments. Private market strategies encompassinvestmentsin
companies, properties, and projects that cannot be accessed publicly.

PCV provides econometric estimates for how CalPERS supports job creation and other ancillary

benefits within the state of California through its private market investments. Access to capital

is an important factor in business and productivity growth, job and wealth creation, innovation,
and sustainable community and economic development.

This section of the report highlights the following four categories in which deployed capital may
create socially beneficial outcomes?:

e Low-to moderate-income (LMI) areas20
e High unemploymentareas?!

e High minority areas??

e Rural areas®
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Private Equity

Total market value: $26.5 billion24
Value in CA: $0.9 billion?>
Percentage in California: 3.4%

The strategic objective of CalPERS’ Private Equity asset class is to maximize risk-adjusted rates
of return and enhance the equity return of the total investment portfolio. CalPERS is a
significant investor in privately held California-based companies in a wide range of industries. 26

CalPERS’ private company exposure is primarily gained through investments in commingled
funds managed by a general partner. A wide range of companies with investmentsin more than
eight differentindustries are representedin the portfolio. The following chart shows the
diversity across industry sectors of the investmentsin California.

California Private Equity Investments by Industry2®
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These companies are headquartered in California and are estimated to employ 52,300 workers
in the state. An additional $12 billion has been invested alongside the same California-based
companies by other limited partners.2” However, these investments are not directly attributable
to CalPERS’ specific investments.

CalPERS’ Private Equity Investments in California: June 30, 2019
Total Companies 184
CalPERS Investments (in Billions) $0.9
Estimated Jobs in California 28 52,300

10



Agenda ltem 6i, Attachment 1, Page 11 of 29
CalPERS for California 2019

Some of CalPERS’ private equity investmentexposures provide a unique additional ancillary
benefit by deploying capital to areas that have traditionally had limited access to institutional
private equity assets. Private equity investment has historically been clustered in geographic
regions such as Silicon Valley.2® Specifically, between 2008 and 2017, 90 percent of private
equity capital in the United States was invested in just 600 ZIP codes across the country,
representing 18 percent of United States ZIP codes.3?For the purposes of this analysis, any
company that is located outside of these 600 ZIP codes is in an area that has historically had
limited access to institutional equity capital. As of June 30, 2019, 14 percent of the private
equity investment exposure for the CalPERS’ portfolio is invested in California ZIP codes outside
of the areas receiving the majority allocated by all sources of institutional private equity capital.

PCV estimates eighty percent of the investmentsin California are in areas with higher minority
representationin their population. The following table also shows PCV’s estimates for high
unemployment, LMI, and rural areas:

Additional Ancillary Benefits of CalPERS Private Equity Investments in California:

June 30, 20193
Percentage ofinvestments Percentage ofdollars

High Unemployment Areas 5% 6%

Rural Areas 8% 18%

High Minority Areas 80% 75%

LMI Areas 27% 34%

Limited Capital Access Areas 32 14% 3%

11
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Case Study: The RealReal, Inc.

Foundedin 2012, The RealReal, Inc (NASDAQ: REAL) is a woman-led eCommerce marketplace
bringing mid-to-high-end luxury consignment sales online. The company is a full-service retailer
of authenticated, pre-owned, designerbrands, jewelry and watches, blue-chip art, and high-end
home décor. CalPERS investedin The RealReal through DBL Partners, a longstanding partner. As
an impact investor, DBL Partners was founded with a “Double Bottom Line” investment
strategy of delivering top-tier venture capital returns by pursuing investmentsin companies
enabling social, environmental, and economic benefits. The DBL Bay Area Equity Fund Il, in
which CalPERS is a limited partner, invested over $7 million in The RealReal since 2014. This
partnership investment financed scaling of the company’s operational focus on the circular
economy. As a result, The RealReal, Inc. has grown to a total of four retail stores and 10 Luxury
Consignment Offices across the United States and completed its initial public offeringon June
28, 2019. The company has since posted strong growth with a year-over-yearincrease in
revenue of 57% during the Q4 of 2019.

According tothe Ellen MacArthur The RealReal, Inc. contributes to a more sustainable

Foundation, a circular economy s California and world through its effortsto reduce

based on the principles of designing ~ 8reenhouse gas emissions and environmental degradation
out waste and pollution, keeping by bringing circular economy business models into the
products and materials in use, and mainstream. For example, a strategic partnership with
regenerating natural systems. Stella McCartney in 2017 incentivizes customers to keep

Stella McCartney luxury goods out of landfills by giving
them a second life through resale, furthering both brands' missions of extendingthe lifecycle of
luxury goods and creating a greener planet. The company also led the effort to establish
National Consignment Day to create awareness for the circular economy, partnered with the
Fashion Industry Charter for Climate Action, and participates in the Ellen MacArthur
Foundation's Circular Economy 100 Programme. In addition, The RealReal, Inc., partnered with
Shift Advantage to develop a sustainability calculator, which shows that the company has offset
the equivalent of 65 million car miles in greenhouse gasses and energy savings since 2012.

By offering employees high-quality jobs,
The RealReal, Inc. strengthens California The RealReal Job Growth Since 2014
communities. As of March 31, 2019, The 1,796
RealReal had over 1,700 employees. Since

2014, The company has seena 472%

increase in total jobs, amounting to

approximately 1,200 new jobs created in

California. As outlined in Figure 1, 67% of 214 1196

total jobs in 2018 were for employees

who live in low- or moderate-income
(LMI) geographic areas.

208
2014 2018

HLMI Non-LMI TotalJobs
Figure 1: The RealReal job growth since 2014 by LMI geographic area

12
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The company provides employees stock awards for all positions; top tier medical, dental, and
vision; company-sponsored access to One Medical; generous paid time off; 401(k) with
company matching; company life insurance plans; and options for long- and short- term
disability. The RealReal also offersemployees travel assistance, legal assistance, and an
employee assistance program. By creating good jobs in California communities and nationwide,
The RealReal, Inc. is strengtheninglocal economies.

The RealReal, Inc. also contributes to California communities through its in-kind and financial
support of local charities. The company has supported DrawBridge in Hunters Point, San
Francisco, whose mission is to provide art programs for homelessand othervulnerable children
in an environmentthat fostersjoy and creativity. The RealReal, Inc. has also supported other
local nonprofits, including SF Marin Food Bank and Project Glimmer, which focuses on bringing
confidence, inner beauty and real-life career skills to fosterand at-risk girls striving towards
graduation. In addition, the company has started a Volunteer Time Off Program (VTO). The
program gives employees 16 hours of paid time off each year to go work in the community at
the 501(c)(3) public charity of their choice.

CalPERS’ investmentthrough DBL Partners in the RealReal, Inc. provides just one example of

how investmentin a successful California company can offerhigh-quality jobs for California
residents, and contribute to a more sustainable way of living.

13
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Real Assets

Total Market Value: $40.8 billion33
Value in CA: $11.0 billion34
Percentage in California: 26.9%

CalPERS’ Real Assets program includes real estate and infrastructure investment

portfolios.3> These investments are acquired and managed through separate accounts, joint
ventures, and commingled funds. Real assets play a strategic role within the total fund by
providing benefits of stable and predictable cash yield, diversification of equity risk, and
inflation protection. Investmentsin this asset class benefit California communities by creating
jobs, contributing to local economic development, and providing critical community resources.

CalPERS’ Real Assets Investmentsin California: June 30,2019
CalPERS Investments (in Billions) $11.0
Number of Investments 177
EstimatedJobs in California3® 117,300
Real Estate

CalPERS’ invests in real estate primarily through separate accounts and funds with third-party
investment managers. The investmentstrategy for the real estate is to investin core assets
with stable income, diversified by property type and geography.

The real estate portfolio is more heavily weighted to California than any other asset class. This
weighting reflects the real estate team’s intent to deploy capital similarly to the current
benchmark and strategic plan to focus on core markets. Many of the core real estate markets
are concentrated in California. The portfolio in California includes a diverse group of properties
that provide additional benefitsin the areas in which they are located, including the creation of
construction jobs and economic activity connected to construction, the accommodation of new
retail, industrial and commercial employers, and the anchoring of communities with real assets.

14
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The following chart highlights the exposure of the California real estate investmentsto the six
property types.

CalPERS Real Estate Investments by Property Type3’

Housing
2.3%
Mixed Use (itgoe/r
, 3.3% p =
Retail ‘ ‘
8.6% ’
Office
Industrial 37.9%
14.2%
Apartment

32.4%

In addition to the $10.7 billion in real estate investments, an estimated $1.5 billion has been
invested alongside CalPERS in the same third-party partnerships.3” However, these investments
are not directly attributable to CalPERS.

Combined, CalPERS’ investments in real estate properties located in California support an
estimated total of 105,600 jobs.38This figure encompasses jobs at the developmentand
construction phase, as well as from income-generating properties. The real estate projects in
the developmentand construction phase support an estimated total of 1,300 jobs. The
construction of CalPERS California real estate projects not only support workers within the
construction industry, but also indirectly supports workers throughout the state.3°

CalPERS’ real estate investment portfolio includes income-generating properties with high
occupancy levels such as apartments, mixed use developments, retail centers, office buildings,
and industrial centers. These properties provide housing, as well as infrastructure and
operating space for retail, professional service providers, and manufacturers. The properties
with high occupancy levels also support workersin property management, service, security, and
other related industries.*° The sales and leasing income from these income-generating
properties supports a total of 104,300 jobs.

15
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CalPERS’ Real Estate Program Investmentsin California: June 30, 2019

CalPERS Investments (in Billions) $10.7
Number of Investments 173
EstimatedJobs in California4! 105,600

Real estate investments are often in central business districts and concentrated in urban areas,
where property investments of all types are more readily available. These urban districts
typically include a larger proportion of LMI, high unemployment, and areas with higher minority

representationin their population.

Ancillary Benefits of CalPERS’ Real Estate Investmentsin California: June 30, 201942

Percentage of Investments

Percentage of Invested Dollars

High Unemployment Areas 28% 16%
Rural Areas 11% 7%
High Minority Areas 85% 89%
LMI Areas 53% 43%

16
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Case Study: Olympic by Windsor

Completedin 2016, Olympic by Windsor is a 263-unit mid-rise apartment building located in
Downtown Los Angeles’ South Park neighborhood. Situated on the corner of Olympic Blvd and
Olive Street, Olympic by Windsor was one of the first residential projectsin this up-and-coming
neighborhood. Olympic by Windsor represents a joint venture between real estate developer
Hanover Company and GID Investment Advisers, an investment advisor and co-investor to
CalPERS.

Olympic by Windsor has seen strong demand from residents. Since May 2017, the apartment
building has been generating stable cash flows while it maintained an average occupancy rate
of approximately 95 percent.

The development boasts cutting-edge sustainability features, which reduce the property’s
environmental footprint and energy costs. Of the 263 units, which have an average size of 795
square feet per unit, 20 are considered green apartments. These green apartments are net-zero
energy solar equipped and include an iPad mini energy tracking system, Nestthermostats,
occupancy sensors, LED lighting, reclaimed wood flooring, allergen-free, energy performance
windows, recycled glass countertops, ultra-low flow shower heads, and enhanced insulation.

On average, these sustainability features save tenants an average of $900 to $1,200 per yearon
energy costs.

Olympic by Windsor benefits the community by creating employment opportunities and
supporting local vendors. During the construction of Olympic by Windsor, there were between
400 and 500 jobs supported by workers from across the region. The ground floor of this
developmentalso has 14,862 square feet of dedicated retail space. Once this space is leased
out to retail and restaurant tenants, the development will generate additional local jobs in the
South Park neighborhood.

Additionally, Olympic by Windsor allows residents to be able to live closer to their places of
work through reduced commute times. The developmentalso offersits residents high-quality
amenities, including a 24-hour fitness center with world-class, smart-connected Technogym
equipment, executive conference room space, flex space with yoga classes, and more.

CalPERS’ investmentin Olympic by Windsor through its partnership with GID Investment
Advisers provides consistent cash flows to CalPERS’ members and beneficiaries. Olympic by
Windsor demonstrates the development of real estate property that produce stable, attractive
returns to CalPERS’ members and beneficiaries while benefitting the environment,
strengthening communities, and improving residents’ quality of life.

17
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Infrastructure

CalPERS also seeks stabilized cash flow from its infrastructure investments within the water,
energy, waste, transportation, technology, and communications sectors. CalPERS invests both
directly and in partnership with third-party investment managers. Infrastructure investments
have the potential to benefit local economic developmentand provide essential community
services within the state.

Infrastructure investmentsin California are estimatedto employ 11,700 workersin the state. In
addition to $0.3 billion in investment capital allocated by CalPERS, an estimated $0.7 billion has
beeninvested alongside in the same infrastructure projects by otherinvestors.4 However,
these investments from other funding sources are not directly attributable to CalPERS.

CalPERS’ Infrastructure Investment in California: June 30, 2019
CalPERS Investments (in Billions) S0.3
Number of Investments 4
EstimatedJobs in California44 11,700

18
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The Economic Impact of CalPERS Private Markets Investments in California

CalPERS’ private markets investmentsin California generate an estimated $19.9 billion in
economic activity across the state through the multiplier effect —the direct effects, indirect
effects, and induced effects within the California economy are described in the chart below.4 A
more detailed explanation of the methodology employed by PCV to estimate total economic
impact is included in the endnotes.

CalPERS Total Economic Impact in California: $19.9 billion#®

Induced Effects - $5.9 Billion

Induced effects capture the Direct Effects - $10.1
additional household spending Billion

that occurs in California as a

result of increasesinincome.

The additional output by

capitalrecipients increases —
household income for

employees at: a) Companies

receiving capital from CalPERS;

b) their suppliers; and c) other

companies that benefit broadly

from the growth of the

companies receiving CalPERS’

investment capitaland their

suppliers.

Direct effects capture
capital recipients’
increase in output of
goods and services
resulting from
investments in
California businesses
and projects.

Indirect Effects - $3.9 Billion

Indirect effects capture the economic activity resulting from increased
output from capital recipients. The increase in outputs increases the
demand for goods and services from suppliers, causing suppliers to hire
additional employees and purchase additional goods in order to meet
that demand.

19
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Conclusion

CalPERS invested $34.0 billion (or 9.0 percent) of its $376.3 billion investment portfolio in
California, including in the state’s underserved communities during this reporting period. Assets
allocated to private market investments had a multiplier effect of generating an estimated
additional $19.9 billion in economic activity in California and provide significant ancillary
benefits beyond an attractive rate of return.

CalPERS expects to continue to pursue California-based investment opportunities grounded in
the historic strength of the state’s economy, seekingattractive risk-adjusted financial returns.

20
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Location of Investments in California
CalPERS Private Market Investments in California

Greater Los Angeles

Asset Class  Investment Amount
© Private Equity ° <$7I Million
©  Real Estate ©  $1.1-5Milion
@  Infrastructure ©  $5.1- 25 Million
O  >$25 Million

21
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CalPERS Private Equity Investments in California

Greater Los Angeles

< $1 Million

$1.1 Million - $5 Million
$5.1 Million - $25 Million
> $25 Million

22
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CalPERS Real Estate and Infrastructure Investments in California

Greater Los Angeles

Property Type ~ Market Value
® Infrastructure ©  <$1 Million
Real Estate ©  $1.1 Million - $5 Million
©  $5.1 Million - $25 Million
Q@ >$25 Million

23
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Endnotes

1 CalPERS Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2019; Investment Section, page 101,
table titled “Summary of Investments— PERF”.

2 CalPERS Comprehensive Annual Financial Report, Fiscal Year EndedJune 30, 2019; Investment Section, page 102,
table titled “Portfolio of California Investments at Fair Value — PERF (Dollars in Millions)”.

3 About CalPERS: Facts at a Glance for Fiscal Year 2018-19 publication.
4 Forbes. Best States for Business: California. December 2019.
5See endnotes 1 and 2.

6 To promote consistency between CalPERS’ financial reports and the CalPERS for California Report, beginning in
2019, total investment values shown in this chart were derived from the CalPERS Comprehensive Annual Financial
Report (CAFR). Priorto 2019, CalPERSinvestment portfolio values were derived from data provided by Wilshire
Associates.

7 See endnote 2.

8 Due to rounding, numbers presented may not add up precisely to the totals provided and percentages may not
precisely reflect the absolute figures.

% Total economic activity in Californiais calculated using data from CalPERS' California private marketinvestments
in private equity, real estate, and infrastructure. For moreinformation on the calculationmethodology, see
endnote 47.

10 For methodologies for calculating the number of jobs supportedin California please refer to individual asset
class sections within the report.

11 See endnote 1.
12See endnote 2.
13 See endnote 10.
14 See endnote 2.

15 The CalPERS MemberHome Loan Program was launchedin 1982 and offered a unique mortgage benefit for
members, including, reduced lender fees through preferred mortgage lenders, lower closing costs through
participating partners, and a down payment assistance program that allowed members to borrow against their
CalPERS retirement for up to 100% of their required down payment. CalPERS Board of Administration suspended
the programin December2010.

16 See endnote 2.
17 See endnote 8.

18 The analysis in this section uses the demographicand income characteristics of ZIP codes. If the ZIP code in
which an investmentis located is determined to be an LMI, high unemployment, high minority, or rural area, then
the investmentand the dollars associated with the investment are in the defined community.

In the case of high unemployment, rural, and highminority areas, the calculations are relativelystraightforward.

The dataused to determine the appropriate status of relevant populations is available by ZIP code and uses 2010
U.S. Census and 2010 California Employment Development Department data.

24
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Calculating the LMl status of a ZIP code is more complex. The following method is applied usingU.S. Census Bureau
2010-2014 American Community Survey data for every tractin the United States:

1. The number of censustracts and percentage of each census tract that geographically overlaps with every
ZIP code is determined using geographic information systems (GIS) data.

2. The percentageof land in aZIP code that overlaps with LMI census tracts is calculated for every ZIP code
by combining partial census tracts.

3. TheZIP codeisconsideredto be LMIif more than 50 percent of the total land in a ZIP code overlaps with
LMl censustracts.

In the United States 46 percent of all ZIP codes are classified as LMI using this analysis. In California, 65 percent of
all ZIP codes are classified as LMI, including85 percentin the urban core comprising the central businessdistricts
of San Francisco, Oakland, LosAngeles, and San Diego.

19 To determine the dollaramounts invested in these areas, the market value of each investmentis attributedto
the ZIP code provided for a givencompany, property or project. Dollars investedin all ZIP codes that match the
given criteriaare summed and reportedas a percentage of the total market value for each asset class invested in
California. The proportion of CalPERS’ investments in LMI, high unemployment, high minority, and rural areas
reflects the demandfor capital in the asset classesin which CalPERS’ invests. For example, CalPERS invests in
companies and properties in central businessdistricts and other economic hubs that offer attractive investment
opportunities. These areas tend to be more ethnically and economicallydiverse, but CalPERS’ investmentis nota
result of these characteristics, rather, all investment decisions are based on the investment merits of the
underlying opportunity.

20 | ow- to moderate-income (LMI) areas are predominantly (50 percent or more)composed of LMIresidents (46
percentof U.S. ZIP codes fall into this category). A census tractis determinedto be LMl based on the following
criteria:

e Medianincome of the tractis ator below 80 percent of the metropolitan statistical area medianor below 80
percent of the statewide, non-metropolitan area medianincome

e Atleast20 percentof the populationis estimated to live in poverty

e The unemploymentrateis atleast 1.5 times the national average (based on US Census Bureauand 2006-10
American Community Surveydata, consistent with past research methodologyincluded in the California
Initiative (PDF) publication. 1.5times the 2006-10 national average of 6.8 percentis 10.2 percent)

See the Milken Institute Centerfor Capital Access and Job Formationfor extensive literature on the lack of access
to capital in LMIcommunities.

2! High unemployment areas are defined by the State of California Employment Training Panel as being 25 percent
higher than the California average. AtJune 30, 2019, the California average unemployment rate was 4.2 percent;
therefore, any ZIP code with an unemployment rate above 5.3 percentis considered a high unemployment area.

22 High minority areas are definedas ZIP codes in which the percentage of the minority populationis higherthan
the median percentage of the minority populationin all California ZIP codes (above 25 percent). See MBDA Study
Finds Capital Access Remains Major Barrier to Success for Minority-Owned Firms for more information on access to
capital in minority communities. U.S. Department of Commerce Minority Business Development Agency, January
29,2010. According to the MBDA study, minority-owned firmsreceive fewerloans and smaller equity investments
than non-minority ownedfirms, even when controllingfor firmsize.

23 Rural areas are defined as ZIP codes in whichthe percentage of the rural population is higher than the median
percentage of the ruralpopulation in all California ZIP codes (above 3.67 percent). See Advancing Rural America,
U.S. Small Business Administration (SBA) Office of Advocacy, for more information on access to capital in rural
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areas.According to the SBA, rural businesses access to capital has historicallybeen limited and may be constrained
further as bank mergers replace community banks with larger entities that are less interestedin non-credit card,
small-sized loans.

24 See endnote 1.

25 See endnote 10. CalPERS private equitydataincludes the direct private equity partnershipinvestments, direct
investments, and externallymanagedinvestments. This number may differ from total portfolionumbersin other
reports dueto varying standards for defining a California company. The vendor responsible for capturing private
equity-related portfolio company informationis enhancing its data collection methodology, whichis expectedto
more accuratelyidentify California-based companies in subsequent reports

26 See endnote 10.

27 Includes capital invested alongside CalPERS in the same companies in the same private equityfund, not the total
marketvalue of the company. This figure excludes co-investments for private equity investments in the California
Emerging Ventures program, for whichthis information was unavailable.

28 Estimated jobs in Californiais determined by applying the total number of California jobssupported by the
California Initiative (PDF) to the entire California Private Equity portfolio. Due to the small number of California
Initiative companies still active and reportingin 2017, this report applies a weighted average of private equity jobs
created per CalPERS’ dollarinvestedbetween2010and 2016. Weighting is based on the number of companiesin
the portfolio eachyear.

2 Thomson Reuters. US Private Equity Investments 2008-2017.
30 See endnote 29.

31 private equityancillary benefits in California were determined using private equity California investment
amounts and ZIP code data fromdirect partnerships and does notinclude data from other externally managed
investments.

32 Accordingto datafrom Thomson Reuters analyzing all private equity transactions between 2002 and 2011,
nearly 95 percent of all private equity in California has been committed to 6 percent of California ZIP codes. ZIP
codes notincluded in this 6 percentare consideredlimited capital access areas.

33 See endnote 1.

34 See endnote 2.

35 For purposes of this report, forestland investment portfolios were excludedfrom the analysis.
36 See endnotes 38and 44 for methodology.

37 Value of the 173 California real estate investments includes all other capital invested alongside CalPERS in the
same real estate investments selected by the same third-party funds, partnerships, and real estate investment
trusts. Methodology Value of the 173 California real estate investments includes all other capital invested
alongside CalPERS in the same real estate investments in the same third-party funds, partnerships, and real estate
investmenttrusts.

38 Estimated jobs supported by CalPERS’ real estate investments in California are determined using the IMPLAN
Version 4.0 economic multiplier model software package. IMPLAN is used by hundreds of government agencies,
colleges and universities, nonprofit organizations, corporations, and business development and community
planning organizations for analyzing economicimpacts.

To determine jobs supported by CalPERS real estate investments, the IMPLAN model examines the state of

California as the geographicareaof the study, capturingand accounting for economic benefits resulting from real
estate investments statewide. Methodologies specificto property type and development phase were usedin
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defininginputvalues for the IMPLAN model to best capture the economicimpacts resulting from the construction
/ operation of various property types. The methodologies are described as follows:

Construction of Residential and Nonresidential Properties

Total netassetvalues for residential and nonresidential properties including apartments, single-family housing,
senior housing, office, and retail under the predevelopment, development, and redevelopment categories were
uploaded directly to the IMPLAN model for analysis where they are matched with construction activities.

Sales of Goods and Services

Propertysquare footage data for retail properties with current occupants is multiplied by industry data on retail
sales. Property square footage for other non-residential properties including the officeand industrial sectors are
multiplied by property-specific data on rental income. Total rental income amounts are subsequently divided by a
rent-to-revenue to derive total sales of goods/services for eachtenant property. Mixed use establishments are
assumed to be 60 percentapartment, 30 percentretail, and 10 percent office. For hotels, the process property
square footage is multiplied by revenue persquare foot to determineindustry sales. Total sales of goodsand
services attenant properties arethenuploadedto IMPLAN where they match industryactivities.

Rental/Leasing

Propertysquarefootage data for properties with current occupants including apartment, office, industrial, and
retail are multiplied by industry data on property-specific rental income. Mixed use establishments are assumed to
be 60 percentapartment, 30 percentretail, and 10 percent office. Housing leasing income was notincluded in the
IMPLAN analysis because accurate square footage data was unavailable. The total rental income amounts are
uploaded directly into the IMPLAN model for analysiswhere they match with rental, leasing, and property
managementactivities.

As with other asset classes, this analysis does notimply that the jobs createdand sustained by CalPERS’
investmentsin real estateare directlyattributable to the system. Rather, itis an estimate of employment directly
related to the propertiesin question, for which CalPERS’ investments play an important enabling role.

Estimated California Jobs from CalPERS CA Real Estate Investments
Construction of Residentialand Nonresidential Properties 1,300
Sales of Goods and Services 101,300
Rental/Leasing 3,000
Total Estimated Jobs in California 105,600

The following table outlines rental income persquare foot, retail sales per square foot, rent to revenue ratios, and
IMPLAN industrycodes used in this analysis.

Assumptions for Real Estate IMPLAN
Rental Retail Revenue
Income per | Salesper per Rent-to-
Property Square Square Square Revenue
Type Foot Foot Foot Ratio IMPLAN Industry Codes and Description
Land 58: Other Construction
58: Other Construction
Mixed Use 440: Real Estate
405: Retail: GeneralMerchandise
Housing 440: Real Estate
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57: Construction of New Commercial
Structures, Including Farm Structures

Retail $24.86 $325.00 440: Real Estate
405: Retail: General Merchandise
57: Constructionof New Commercial
Structures, Including Farm Structures
Office $34.47 40% | 440:RealEstate

447-460: Various Professional Services
(Legal, Accounting, Architectural, Technical,
Scientific, Etc.)

Apartment $1.69 440: Real Estate

440: Real Estate

395: Wholesale Trade

411: Hotels and Motels, Including Casino
Hotels

Industrial $9.02 2.1%

Hotel $0.99

Sources: CassidyTurley, IBIS World, RetailSales, and Hotel News Now.

39 California real estate projects in the development and construction phase indirectly support workers across the
state through the purchase of goods and services needed for construction of these projects, and through the
personal consumption by constructionworkers tasked to these particular projects.

40 Californiainvestments in income generating real estate properties directly support tenant businesses through
the provision of critical infrastructure and operating space. Additionally, tenant businesses indirectly support
workers across the state through the purchase of goods and services needed for day-to-day business operations
and through the personal consumption of workers at their businesses on household purchases.

41 See endnote 44 for methodology.

42 Ancillary benefits are based on the California real estate investments for which valid ZIP code data was available.
4 Value includes all other capital invested alongside CalPERS in the same infrastructure projects.

4 Californiainfrastructure supports an estimated 11,700 jobs statewide. This estimate is derived from the IMPLAN
version 4.0 economic multiplier model software package. Stage of development, land acquisition costs, and
development costs were examined for California infrastructure projects. For each project, net assetvalues less
land acquisition costs were inputted directly into the IMPLAN model using IMPLAN Industry Code 58: Construction
of other new nonresidential structures.

4 The total economic impact of the private markets investments is calculated using the IMPLAN Version 4.0
economic multiplier model software package. IMPLAN utilizes social accounts to analyze the consequences of
projected economictransactionsin a particularregion. Used by over 2,000 publicand private institutions, IMPLAN
is awidely employed and accepted regional economic analysis tool. Socialaccounts describe the structure and
function of a specificeconomy. IMPLAN employs input-output analysis in conjunction with region-specific social
accounts or socialaccounting matrices (SAM) and multipliers to analyze economic impacts.

California private markets investments in private equity, real estate, and infrastructure are input separately into
the IMPLAN economic multiplier model using the specificindustries and sectors receiving investment. Public
markets investments are intentionally excluded from this analysis due to the moreindirect relationship between
the investment of capital and the use of this capital by recipient publiccompanies.
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IMPLAN cannotbeapplied to public market investments in California, for the followingreasons:

1. Attribution: PCVisnotable to directly tie CalPERS capital allocation to the operations and economic
activity occurring at California headquartered public companies given CalPERS is oftenone of many
investorsin these businesses.

2. Overestimation: Applying the IMPLAN economic multiplier model to CalPERS’ public marketinvestments
in California would overstate the total economicimpact.

3. Areaofstudylimitations: IMPLAN is an input-output economic multiplier model thatrequiresaset
geographicarea of study. As California headquartered public companieshave a significant number of
facilities and operationsin and outside of Californiaitis difficult to specify what proportion of CalPERS’
investmentin these companies is injected directlyinto California’s economy, limiting the accuracy of the
resulting total economicimpactfigure.

46 To determine the total economicimpact of the California private markets investments in private equity, real
estate, and infrastructure, the IMPLAN modelexaminesthe State of California as the geographic area of study,
capturing and accounting for economic benefits statewide. Methodologiesspecificto each asset class were used in
determining the input values forthe IMPLAN model to best capture the economicimpacts resulting from CalPERS’
investments. The methodologies are described below:

Private Equity Investments

The amount of private equityinvestmentin California private companies are uploaded directly into the IMPLAN
model alongside an industry spending patternthat matches each company’sindustry or sector. Only CalPERS’
direct partnershipinvestments and investments through third party investment managers wereincluded in this
analysis. Sector/industry data was available for $0.7 billion of CalPERS’ private equity investments in California,
which was distributed across 59 industries based upon each company’s businessclassificationand the amount of
capital that company has received. For the $0.4 billion of investments where sector/industry data was not
available, PCV’s analysis assumes theyreflect the same industry/sector distribution as the wider portfolio.
Accordingly, the remaining $0.4 billion has been distributed pro rataamongst the portfolio’s 59 sectors.

Real Estate Investments

The amount of investmentin California real estate projects are uploadedinto the IMPLAN model to capture the
economicimpacts resulting from the construction/operation of various propertytypes. The same methodology
that is used to calculate jobs supported by CalPERS’ real estate investments in Californiais usedto calculate the
total economicimpact. This methodology is described in greater detailabovein endnote 37.

Infrastructure Investments

The amount of investmentin California infrastructure projects are uploaded into the IMPLAN model to capture the
economicimpacts resulting from the construction/operation of various projects. The same methodologythatis
used to calculate jobs supported by CalPERS’ infrastructure investments in California is usedto calculate the total
economicimpact. This methodology is described in greater detail above in endnote 44.
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