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A. Executive Summary 

Executive Summary  
 
In 2021-22, CalPERS expended $1.845 billion, or 97.2 percent of its total authorized budget, with 
$52.4 million unspent at year end.  Amounts reported reflect actual expenses through June 30, 2022, 
as well as encumbrances, which are funds that have been contractually obligated. While this basis of 
reporting is consistent with state budgeting practices, it differs from CalPERS’ Annual Comprehensive 
Financial Report, which reports expenditures at the fund level using a full accrual basis as required by 
Generally Accepted Accounting Principles (GAAP).  Unexpended funds remained in the PERF for 
investment.  
 

 
 
 
The following pages detail 2021-22 expenditures by budget category.  
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B. 2021-22 Year-End Expenditures  

I. Administrative Operating Costs 
 
Administrative Operating Costs include personal services expenditures (salaries, wages, and benefits) 
and Operating Expenses and Equipment (OE&E) for general operations. In 2021-22, CalPERS 
expended $512.6 million, or 92.3 percent of this budget category.  
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B. 2021-22 Year-End Expenditures  

At year end, $42.6 million of budgeted Administrative Operating Costs were unspent. This includes 
$25.4 million in personal services expenses driven by position vacancies.  Amounts reported in the 
Temporary Help category include $0.7 million in unbudgeted salaries and leave balances paid out to 
retiring team members, which resulted in an overage.  However, true temporary help expenses were 
less than budgeted at $0.9 million.     
 
Within OE&E, expenses in 2021-22 were lower than budgeted by $17.3 million, or 13.4 percent.  
While nearly all OE&E categories had a surplus, the largest dollar variances were for General 
Expense, Data Processing, Travel, and External Legal Counsel costs as follows:   

• General Expense: surplus is driven by the continued remote work environment as well as less 
expenses for memberships and conferences driven by vacancies and less travel.  

• Data Processing: actual expenses were lower than projected due to favorable negotiations for 
software and service licenses and equipment. 

• Travel: actual expenses were lower than budgeted as a result of the continuing pandemic. 
• External Legal Counsel: excess funds remain because CalPERS did not need to utilize 

outside counsel or the Attorney General’s Office for as many matters as expected, and other 
matters resolved without the need for litigation.  

 



 

 
 

Item 5a - Attachment 2 
              Page 6 of 12 

 

 

B. 2021-22 Year-End Expenditures  

II. Investment Operating Costs 
 
Investment Operating Costs include expenditures incurred to support investment activities, such as 
consultants to inform the board of investment initiatives or to implement investment technologies and 
platforms; external audit, legal, and appraisal services related to asset valuations and fee payouts; fund 
administration and custody; data and analytics software; and maintaining or implementing trading and 
portfolio management systems. In 2021-22, CalPERS expended $87.9 million, or 72.4 percent of funds 
to support investment operations.  
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B. 2021-22 Year-End Expenditures  

The $33.5 million surplus in Investment Operating Costs are as follows: 
 
• Consultant Expenses: $11.5 million in Investment and Technology consulting costs driven by a 

lower than anticipated number of new Strategic Asset Allocation proposals and transactions 
requiring prudent person opinions and due diligence analyses.    

 
• Operating Expenses: $8.4 million primarily driven by lower than anticipated External Legal 

reviews required for new partnership agreements.  Additionally, Master Custodian Fees were 
lower than expected because migration to a new Investment Performance Platform has been 
slower than originally predicted. 

 
• Technology Expenses: $13.6 million primarily resulting from a reassessment of Strategic 

Initiatives and the systems supporting these efforts. The surplus in Trading & Portfolio 
Management Systems reflects the optimization of the current public asset platform rather than 
changing to a new, more costly platform. 
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B. 2021-22 Year-End Expenditures  

III. Headquarters Building Costs 
 
Headquarters (HQ) Building expenses are costs incurred to operate, maintain, and improve the Lincoln 
Plaza Buildings and regional offices, as well as the emergency operations center, Front Street parking 
lot, and warehouse space.  In 2021-22, CalPERS expended $19.7 million, or 86.9 percent for these 
purposes.  Of this, $3.7 million was charged to affiliate funds through the Administrative Operating Cost 
budget, and $16.0 million to the PERF.  In total, $2.9 million in funds budgeted for HQ Building costs 
were unexpended.  This includes $2.0 million in Operating Costs, and $0.9 million in Non-Operating 
Costs, both driven by the pandemic. More specifically, with team members working remotely and 
meetings held virtually for most of the fiscal year, there were less utility, maintenance, and supply 
expenses incurred.  Additionaly, contracted services were lower as a result of favorable competitive 
bidding outcomes, as well as reduced services and staffing needs because of remote working. Finally, 
expenses for team member relocations and minor, non-critical building retrofits were also less than 
expected due to the remote work environment.   
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B. 2021-22 Year-End Expenditures  
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B. 2021-22 Year-End Expenditures  

IV. Investment External Management Fees 
 
Investment External Management Fees represent amounts that CalPERS pays to external investment 
advisors with whom it contracts to manage specific active strategies. In 2021-22, CalPERS exceeded 
the $898.5 million budget by $30.1 million, or 3.4 percent. Total Base Fees were $70.1 million higher 
than estimated as a result of increased deployment of capital for Real Assets and Private Equity in 
support of the board-approved strategic asset allocation.  Total Performance Fees, driven by market 
fluctuations, came in under budgeted estimates by $39.9 million. 
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B. 2021-22 Year-End Expenditures  

V. Third Party Administrator Fees 
 
Third Party Adminstrator fees cover external administration, recordkeeping, and communication with 
participants of health and pension program services. Budgeted amounts reflect assumptions for 
participant enrollment and assets under management, both of which fluctuate throughout the year and 
impact actual expenses.   
 
Of the $303.6 million budgeted for Third Party Administrator Fees, CalPERS expended $299.6 million, 
or 98.7 percent. Nearly all unexpended funds in this category are due to enrollment changes impacting 
Health Program and Pharmacy Benefit Manager fees.  The variance is the result of members migrating 
to lower-fee health plans as well as total enrollment changes. In contrast, Long Term Care expenses 
exceeded the budget due to a contract fee increase caused by an inflation-driven Employer Cost Index. 
Supplemental Income Plan fees, which are based on assets under management, exceeded the budget 
because assets under management increased to a higher level than originally estimated.  
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B. 2021-22 Year-End Expenditures  

VI. Administrative Operating Costs by Fund 
 
Following is the distribution of actual Administrative Operating Costs to each trust and state fund. 
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