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« As of June 30, 2006, private equity funds that received capital

through the California Initiative had active investments in 131 compa-

nies. Forty-two of these investments were made through a fund-
of-funds that performed its own assessment of ancillary benefits,
discussed on page 15 of this report. Of the remaining 89 portfolio
companies, 82 (92%) provided data for this report.

Profile—California Initiative Companies

(See page 2)

« (California Initiative companies range in size from three to over
22,000 employees. Over 70% of California Initiative companies have
100 or fewer employees and 60% of companies have 50 or fewer
employees. Just nine companies, or 1% of all California Initiative
companies, have over 1,000 employees.

« 0f the 82 companies reporting, 56 (68%) are headquartered in Cali-
fornia. California Initiative companies operate in over 250 locations
across the state. Approximately 80% of companies in the California
Initiative portfolio have some California-based employees.

CalPERS California Initiative— Investing in
Underserved Markets (See page 6)

Providing capital to areas that have historically had limited ac-
cess to institutional equity capital (See page 6)

* Between 2000 and 2005, the overwhelming majority of all California
companies receiving venture capital financing were concentrated
in the geographic area encompassing 154 of the state’s over
1,700 postal zip codes, defining this geography as the area where
institutional equity capital has traditionally been committed. While
just 18% of California companies receiving venture capital financ-
ing between 2000 and 2005 were located outside of this area, over
40% of California-based California Initiative portfolio companies are
headquartered outside areas where institutional equity capital has
traditionally been committed.

Employing workers living in economically disadvantaged areas

(See page 10)

* |n hoth 2005 and 2006, almost 40% of California Initiative compa-
nies’ California employees were residents of low-to-moderate income
(LMT) areas. By comparison, 38% of all employed Californians live in
LMI areas.!

Supporting women and minority entrepreneurs and managers

(See page 12)

« (California Initiative companies report a total of 300 officers. Of these
300 officers, 12% are women, 4% are Hispanic or Latino, 5% are
African American, 6% are Asian/Pacific Islander and 3% are other
minorities. Of United States businesses that have employees and
over $1 million in annual revenues approximately 10% are owned
by women, 2% are owned by Hispanics, less than 1% are owned by
African Americans, and 4% are owned by Asians/ Pacific Islanders.?
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CalPERS

Impacting Galifornia’s
Underserved Gommunities:
Taking a Second Look

In 2001, under the direction of the Investment Committee, the
CalPERS Alternative Investments Management (AIM) team imple-
mented the California Initiative, committing $475 million for
private equity investment in “traditionally underserved markets
primarily, but not exclusively, located in California.” The Califor-
nia Initiative seeks to discover and invest in opportunities that may
have been bypassed or not reviewed by other sources of investment
capital. Consistent with CalPERS’ Guiding Principles®, these oppor-
tunities must offer attractive, risk-adjusted returns, commensurate
with their asset class. As an ancillary benefit, the California Initiative
seeks to have a meaningful impact on the economic infrastructure of
California’s underserved markets. Through the California Initiative,
CalPERS committed capital to nine private equity funds and one
fund-of-funds.> A complete list of California Initiative investment
partners is provided on the back of this report.

This report examines the ancillary benefits derived from the Cali-
fornia Initiative.® It is designed to measure the extent to which the
California Initiative is meeting its goal of investing in “traditionally
underserved markets.” As part of the California Initiative’s objec-
tives, three avenues through which these private equity investments
could support “underserved markets” were identified:
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' Based on the 2000 US Census.

Companies that receive institutional equity capital typically have employees and over $1 million in annual revenues. Data from the 2000 US Census.
CalPERS Investment Committee Agenda item 51, May 14, 2001.

Available at www.calpers.ca.gov/eip/toolbar/print jsp?bc=/about/mission/guiding-principles.xml

A private equity fund makes direct investments in portfolio businesses. A fund-of-funds is a fund which makes investments in other funds which then
invest in portfolio businesses.

CalPERS did not request Pacific Community Ventures to examine the financial performance of the California Initiative.
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CalPERS engaged Pacific Community Ventures™
(PCV), a leader in measuring and interpreting
community outcomes of private equity invest-
ments, to collect, analyze and report on the Cali-
fornia Initiative’s outcomes in these three areas.
PCV completed its first assessment based on June
30, 2005 data and published a report in February
2006. This Second Look is based on data collected
as of June 30, 2006.

As of June 30, 20006, there were 131 active compa-
nies that received investment of California Initia-
tive dollars, with 89 of these investments made
through nine private equity funds and 42 made

through Banc of America Capital Access Funds,
which manages a fund-of-funds whose investment
objectives parallel those of the California Initiative.
Banc of America Capital Access Funds has pre-
pared a report examining the community benefits
derived from its fund-of-funds. This report can be
found on page 15.

Of the 89 active investments (as of June 30, 2006)
that received capital through the nine private eq-
uity funds, 82 (92%) provided data for this report.
The remainder of this report focuses on these 82
California Initiative companies (“California Initia-
tive companies’).

Profile—California Initiative Companies

Industry

California Initiative companies represent the full
spectrum of businesses in the California economy.
These companies cover a wide array of industries,
with a strong focus in consumer-related and service
businesses, manufacturing and communications.

Company Size

California Initiative companies range in size from
as few as three to over 22,000 employees. Over
70% of California Initiative companies have 100
or fewer employees and 60% of companies have
50 or fewer employees. Just nine companies, or
11% of all California Initiative companies, have
over 1,000 employees.

California Initiative Portfolio Diversification by
Industry as Measured by CalPERS Exposure
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California Initiative Portfolio Diversification by
Company Size, Measured by Number of Employees
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Company Locations

Fifty-six California Initiative companies (68%)’
are headquartered in California, while the remain-
ing twenty-six companies are located in fifteen
other states.® California Initiative companies oper-
ate in over 250 locations in California. Of these
California locations, 88 (35%) are manufacturing,
distribution, call center or professional office loca-
tions, while 167 (65%) are retail, hospitality or

service center operations.

Thirty-one California Initiative companies (38%)’
have 100% of their employees working in
California; at 52 companies—nearly two-thirds
of California Initiative companies—at least 50%
of the employees work in California. Approxi-
mately 80% of companies in the portfolio have
some California-based employees.

As the chart below demonstrates, within the state,
California Initiative company headquarters and
facilities are located across California. The maps
on pages 8 and 9 provide a pictorial representation
of all of the locations where California Initiative
companies are doing business in California.

California Initiative companies also support Cali-
fornia employment by doing business with other
companies in the state. In total, the 82 California
Initiative companies maintain active relationships
with nearly 35,000 suppliers.' Approximately
10,000 of these suppliers, almost 30%, are located
in California. California Initiative companies that
are headquartered in California report over 9,000
active supplier relationships, more than half with
companies located in California. Companies head-
quartered outside of California maintain over 5,000
active supplier relationships in California, represent-
ing 20% of their supplier base.

Number of Companies

PROFILE - CALIFORNIA INITIATIVE COMPANIES

California Employment at California Initiative Companies
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7 0f the total 82 companies, 56 are headquartered in California.

8 Arizona, Colorado, Connecticut, Georgia, Hawaii, lllinois, Louisiana, Maryland, Michigan, Nebraska, New Jersey, New York, Oregon, Texas, Utah.

¢ 0f the total 82 companies, 31 have 100% of their employees in California.

10 An “active supplier relationship” is defined as one where the company has made a purchase in the past year.

" Includes headquarters office locations.

2 Imperial, San Bernardino and Riverside Counties

'3 Includes, Contra Costa, San Mateo, Alameda, Napa, Marin, Solano, and Sonoma

4 Includes Sacramento, Tuolumne, EI Dorado Counties

15 This headquarters location is in Kern County. The Central Valley includes Kern, Tulare, Kings, Fresno, Madera, Merced, Stanislaus, San Joaguin Counties

16 This headquarters location is in Yolo County. Northern California includes Del Norte, Siskiyou, Modoc, Lassen, Shasta, Trinity, Humboldt, Mendocino,
Glenn, Tehama, Butte, Plumas, Sierra, Nevada, Placer, Sutter, Yolo, Lake, Colusa and Yuba.

17 Two companies declined to provide location data for their facilities.

California Initiative Company Locations

# of Headquarters

# of Manufacturing,
Distribution, Call Center
and Professional Office

# of Retail,
Service Center and
Hospitality Locations

Locations™
Los Angeles County 9 14 25
Orange County 4 8 13
San Diego County 2 3 12
Santa Barbara and Ventura Counties 5 4 4
Other Southern California Locations'? 2 12 23
Santa Clara County 12 12 14
San Francisco County 4 4 2
Other Bay Area Counties'® 8 16 29
Sacramento Area' 8 10 18
Central Valley' 1 2 21
Northern California’® 1 1 6
Total 56 86" 167 3




Employment and Employment Growth

In total, California Initiative companies employ Of the 56 companies that were in the portfolio at
51,899 workers; 5,456 of these employees are both June 30, 2005 and June 30, 2006 and that
California residents. Of the 82 California Initia- contributed data to both research efforts, 48 have
tive companies covered in this report, 57 have fewer than 500 employees. In the aggregate, at
been in the portfolio since before June 30, 2005 these 48 California Initiative companies, employ-
(56 of these contributed data to both the 2005 ment grew by 28%, adding 734 jobs; 484 of these
and 20006 assessment projects.)'® Overall, these 56 jobs (66%) are located in California. At these
companies saw their combined employment fall by 48 California Initiative companies, employment
5% between 2005 and 2006. However, California within California grew by 32%. Employment
employment at these same companies grew by 7% growth across California at similar-sized compa-
during the year. Examining employment dynamics nies was under 2% between 2002 and 2003, the
by company size helps to explain these trends. latest year for which data broken out by company
size is available. Overall employment growth in
CALIFORNIA INITIATIVE COMPANIES WITH California was jUSt over 1% between ]une 2005
1,000 OR MORE EMPLOYEES and June 2006.%
Nine California Initiative companies employ
over 1,000 workers; these companies have a total Employment Growth at California Initiative Companies
workforce of 47’191_ In the aggregate, these nine (56 Companies in the Portfolio at Both June 30, 2005 and June 30, 2006)
companies make up 11% of the companies in the _ 48 California
. . c .. . . 35% [TInitiative Companies
California Initiative portfolio. Combined, these 30%
companies employ 2,776 Californians. This cor- 95% |
responds to 51% of all Californians employed by 20%
California Initiative companies, but just 6% of the 15% 8 California
aggregate employment at these nine companies." 10% [~ Initiative Companies
. . . . 5% [~ 29
Eight of these nine companies have been in the 0% —— LI e
California Initiative portfolio since before June 5o |- Companies with less I Statewide Employment
. . 0 than 500 Employees Growth in California
30, 2005. In the aggregate, these eight companies -10% & (as of 6/30/05) Companies with 500 or
lost 3,177 jobs between 2005 and 2006. However, more Employees
nearly all of this job loss occurred outside of Cali- Employment Growth Employment Growth I Employment Growth M Statewide Employment
fornia and trated in f ies that at California Initiative in California at in California, 2002-2003 Growth in California,
orniaa VYaS concentrated in our comp ar.neS a Companies, California Initiative (Most recent data 2005-2006
reduced their workforce by a total of 3,800 jobs. 2005-2006 Companies, available broken out (Employment growth
The remaining four companies gained 623 jobs. 2005-2006 by company size)” by company size not

available for 2005-2006)%

CALIFORNIA INITIATIVE COMPANIES WITH
FEWER THAN 500 EMPLOYEES?’

Share of Companies and Share of Jobs by Company Size

The remaining 73 California Initiative companies (82 California initiative Companies)

each employ fewer than 500 employees. In the

aggregate, these companies employ 4,708 workers, 35,000 [~ 34132 _
2,680 of whom (57%) are California residents. " @36 35
. . .y - 30,000 [~
Combined, these 73 companies provide just 9% of ®
. . Ce . Ey
all California Initiative companies’ employment, 2 25,000 [ 80
but employ 49% of all California-based employees £ 20000 - 25
at California Initiative companies.”! 5 20
= = 13,059
q’ 1

'8 One company provided data in 2006 but not in 2005. 2 15,000 ®i5 15
192,776 Californians are employed by these companies, out of a total of 5,456 Californians employed at California Initiative £ ®13

companies (2,776/5,456=51%). These same 2,776 Californians account for just 6% of total employment at these large E 10,000 [~

companies-2,TT6/47191=6%). @9 10
2% No California Initiative companies have between 500 and 999 employees. 5.000 3156 o6
21 Total employment at these companies of 4,708 as a proportion of total California Initiative employment of 51,899 ! 78 844 630 - 0 Y 5

(4,708/51899=9%). Of total California Initiative California employment of 5,456, 43%, 2,680 are employed by companies L B - ) 3

with fewer than 500 employees (2,680/5,456=43%) 0 - - ; - I - - 0
22 Data from California Employment Development Department, Companies Companies Companies Companies Companies Companies Companies

www, info.edd.ca.gov/cgi is/labForceReport asp ice=labf with with with with with with with
23 Data from California Employment Development Department, 1-10 1-50 51-100 101-500  501-1000 1001-5000 5001+

www, info.edd.ca.gov/cgi is/labForceReport asp ice-+labforce Employees Employees Employees Employees Employees Employees Employees
24 Data from California Employment Development Department,

WWW, info.edd.ca. gi is/labForceReport.asp ice+labforce

Number of Employees @ Number of Companies

Number of Companies



PROFILE - CALIFORNIA INITIATIVE COMPANIES

CoMmranies NEw TO THE CALIFORNIA Companies Added to the California Initiative Portfolio
INITIATIVE PORTFOLIO Since July 1, 2005
Twenty-five companies were added to the Cali- Number of Companies 25
fornia Initiative portff)lio k.>e'tv&‘reen July 1,'2005 Employees at Investment 5337
an.d‘]u.ne 30, 20Q6. Since joining the C:flhfornla Employees as of June 30, 2006 6.183
Initiative portfolio, 24 of these companies have ,
. . . . Employment Growth since Investment 846 (16%)
increased their employment, creating 907 jobs.
Th .. . . California Employees at Investment 651
e remaining one new company in the Califor-
California Employees as of June 30, 2006 829

nia Initiative portfolio reduced its employment by
61 positions. In aggregate, these 25 new California California Employment Growth since Investment 178 (27%)
Initiative companies produced a net gain of 846

jobs, an increase of 16%; 178 of these jobs (21%)

are located in California.

CoOMPANIES THAT EXITED THE CALIFORNIA

INITIATIVE PORTFOLIO Companies that Exited the California Initiative Portfolio

) ; ) L Between July 1, 2005 and June 30, 2006
Eight companies exited the California Initiative

portfolio between July 1, 2005 and June 30, 2006. Number of Companies 8
Six of these companies created a total of 184 jobs Employees at Investment 492
while part of the portfolio, while two companies Employees as of June 30, 2005 627
reduced their workforce by a total of 49 jobs, for a Employment Growth since Investment 135 (27%)
net gain of 135 jobs. This net job gain represents California Employees at Investment 402
. .

a27% grOWth k,)etwe,en When these COH%p anies California Employees as of June 30, 2005% 539
entered the California Initiative portfolio and June — _

25 California Employment Growth since Investment 137 (34%)
30, 2005.
Jos QuaLiTy
California Initiative companies continue to offer
higher quality jobs, measured in terms of benefits Job Quality, Measured in Benefits Provided,
provided, than similar-sized companies nation- at California Initiative Companies
wide. In 2004, less than two-thirds of companies (At Least 75% of Company Employees are Eligible for Each Benefit)
with fewer than 300 employees in the United — —

. . 80 83% 90%
States offered health insurance coverage to their 7a06 507 8‘% =
workers.”” Nearly all California Initiative com- 0 '@ - 7106 73% — 80%
|

panies offer health insurance coverage to at least
some of their employees; 80% offer such coverage
to more than three-quarters of their employees.
And, of the 71 California Initiative companies
with fewer than 300 employees, 59 (83%) offer
health insurance coverage to more than three-
quarters of their employees.
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25 Data is as of June 30, 2005. Data as of the exact date these companies exited the portfolio is not available.

26 Data is as of June 30, 2005. Data as of the exact date these companies exited the portfolio is not available.

27 See “Employer Health Benefits—2004 Summary of Findings” by the Kaiser Family Foundation and the Health
Research and Educational Trust, available at www.kff.org, document #7149,

Percent of California Initiative Companies



GalPERS California Initiative—Investing in Underserved Markets

Providing capital to areas of California and
the United States that have historically had
limited access to institutional equity capital.

According to Venture Economics, a leading indus-
try organization that tracks venture capital trans-
actions, between January 2001 and June 2005,
venture capital totaling nearly $600 billion was
committed to nearly 30,000 companies located in
over 12,000 global postal codes. Approximately
75% of these venture capital dollars were com-
mitted to companies based in the United States;
almost 20% was committed to companies based in
California.

The first assessment of the California Initiative’s
ancillary benefits, published in February 2006, de-
fined areas that have historically had limited access
to institutional equity capital as the area outside
of the 100 postal codes that received the most
venture capital investment dollars between 2000
and 2005. In this Second Look, to provide greater
sensitivity to the analysis, areas that have histori-
cally had limited access to institutional equity
capital are defined in two ways:

* The area outside the 100 postal codes that
received the most venture capital between 2000
and 2005 (same as in the February 2005 report)

* The area outside the 1,000 postal codes that
received the most venture capital between 2000
and 2005

Approximately 30% of all venture capital dollars
committed between 2001 and 2005 was concen-
trated in 100 global postal codes; 88 of these zip
codes represent geographic areas of the United
States, while 34 are California zip codes.

100 Global Postal Codes Receiving the Most
Venture Capital, January 2001 to June 2005

# of % of All % of All Venture % of All
Postal Venture Capital Dollars Venture
Codes Capital Dollars Committed Capital Dollars
Committed, in the United Committed in
Worldwide States California
Gilobal 100 31% NA NA
Within 88 27% 36% NA
United States
Within 34 12% 15% 60%
California?®

28 Note that California has over 1,700 zip codes

California Initiative Companies Located Outside Geographies
Where Venture Capital has Traditionally Been Invested
(Geographies where venture capital has traditionally been invested, defined as the 100 global postal codes receiving
the most dollars between 2000 and 2005; 31% of all venture capital dollars committed went to companies in this area.)

100% [ 87%

26,060 of 29,851 companies 75% 76%

63 of 82 companies 42 of 56 companies

80% [—

47%
2,168 of 4,616 companies

60% [—

40%

20%

0%
? % of CALIFORNIA INITIATIVE Companies Y% of CALIFORNIA Companies

Receiving Venture Capital Investment

% of CALIFORNIA-BASED,
CALIFORNIA INTIATIVE Companies

Y% of ALL Companies Receiving
Venture Capital Investment

% of companies located OUTSIDE of the 100 postal code geographies that received
the most venture capital investment worldwide between 2000 and 2005.



PROVIDING CAPITAL TO AREAS OF CALIFORNIA AND THE UNITED STATES THAT HAVE
HISTORICALLY HAD LIMITED ACCESS TO INSTITUTIONAL EQUITY CAPITAL

Approximately 75% of all venture capital dollars
committed between 2001 and 2005 was concen-
trated in 1,000 global postal code geographies;

790 of these zip codes represent geographic areas
of the United States, while 154 of these zip codes

The map also identifies companies that are head-
quartered in areas that have traditionally received
equity capital investment as well as companies
that are located in areas that have historically had
limited access to institutional equity capital.

represent geographic areas of California.

1000 Global Postal Codes Receiving the Most
Venture Capital, January 2001 to June 2005

Nearly 85% of all California companies receiv-
ing venture capital financing between 2000 and
2005 were located in these 154 zip code areas. The el noceiiil poceiil nociiil

. . . Postal Venture Venture Venture
map on page 8 shows the location of all California Codes Capital Dollars Capital Dollars ~ Capital Dollars
[P : : : : Committed Committed Committed in
Initiative companies headquartered in California. Worldwide  in the United Callfornla
States
Global 1000 74% NA NA
Within 790 62% 84% NA
United States
Within 154 18% 24% 92%
California?®

29 Note that California has over 1,700 zip codes

California Initiative Companies Located Outside Geographies
Where Venture Capital has Traditionally been Invested
(Geographies where venture capital has traditionally been invested, defined as the 1000 global postal codes receiving
the most dollars between 2000 and 2005; 74% of all venture capital dollars committed went to companies in this area.)

80% [— 65%
0% | 19,364 of 29,851 companies
60% [—
50% [—
40% [—
30% [—
20%
10%
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40% 41%
33 of 82 companies 23 of 56 companies

18%
835 of 4,616 companies

% of ALL Companies Receiving
Venture Capital Investment

% of CALIFORNIA INITIATIVE Companies % of CALIFORNIA Companies

Receiving Venture Capital Investment

% of CALIFORNIA-BASED,
CALIFORNIA INTIATIVE Companies

% of companies located OUTSIDE of the 1000 postal code geographies that received
the most venture capital investment (in dollars) worldwide between 2000 and 2005.



Galifornia Initiative Gompany Headquarter Locations
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For the purposes of this map, areas of California that have traditionally received institutional equity capital are defined as the 154 ZIP

codes that received the most venture capital dollars in the state between 2000 and 2005. Over 90% of all venture capital committed to
companies in California between 2000 and 2005 went to companies headquartered in these ZIP codes. Areas that have historically had
limited access to institutional equity capital are defined as all other ZIP codes in California.
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EMPLOYING WORKERS LIVING IN ECONOMICALLY DISADVANTAGED AREAS

Galifornia Initiative Company Facility Locations
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Employing workers living in economically
disadvantaged areas

The California Initiative helps to employ workers liv-
ing in economically disadvantaged areas in two ways.
First, California Initiative companies directly employ
workers living in low-to-moderate income areas of
California. Second, California Initiative companies
operate facilities in low-to-moderate income com-
munities which help to generate economic activity

in these areas and indirectly support employment of
local residents.

In aggregate, as of June 30, 2006, California Initia-
tive companies employed 2,055 residents of Califor-
nia low-to-moderate income (LMI) communities.*
California LMI employment at the 56 companies
that were California Initiative companies in both
2005 and 2006 grew from 1,663 employees to 1,844
employees, an increase of over 10%. In both 2005
and 2006, almost 40% of California Initiative com-
panies’ California employees were residents of low-to-
moderate income areas. By comparison, 38% of all
employed Californians live in LMI communities.

Percent of California Initiative California Employees
Living in Economically Disadvantaged
(Low-to-Moderate Income) Areas

California Employees Living in
Economically Disadvantaged Areas.
38%

California Employees
NOT Living in Economically
Disadvantaged Areas.
62%

30 This analysis was conducted using portfolio company employees’ residential zip codes. For the purposes of this
report, a zip code has been designated economically disadvantaged if at least 44% of the estimated population
lives in census tracts where one or more of the following conditions holds:

a) For census tracts within metropolitan areas, the median income of the census tract is at or below 80% of
the metropolitan statistical area median. For census tracts outside of metropolitan areas, the median income
of the census tract is at or below 80% of the statewide, non-metropolitan area median income.

b) At least 20% of the population lives in poverty.

¢) The unemployment rate is at least 1.5 times the national average.

According to the 2000 US Census, 44% of Californians live in census tracts where at least one of the above
conditions holds.

312005 employment at these companies was 2,610; 2006 employment was 3,344, for growth of 28%

32 (California employment at these companies (with fewer than 500 employees) in 2005 was 1,508 and 2006 it was
1,992, for growth of 32%. LMI employment was 621 in 2005 and 842 in 2006, growth of 36%. LMI data was not
available on one company; this analysis was conducted on 55 companies.

As noted earlier, employment growth at Cali-
fornia Initiative companies with fewer than 500
employees has been significant. Companies with
fewer than 500 employees that have been in the
California Initiative portfolio and provided data
in both 2005 and 2006 have seen their aggregate
employment increase by 28%.%! Within the Cali-
fornia Initiative, aggregate California employment
grew by 32% and employment of residents of LMI
communities grew by 36% at these companies.*
In contrast, at the eight California Initiative com-
panies that provided data in 2005 and 2006 and
have 500 or more employees, aggregate employ-
ment declined, including a 4% decrease in the
number of California employees living in low-to-
moderate income areas.

California Initiative Companies Employing Workers
Who Live in Economically Disadvantaged Areas,
Change 2005-2006

40% —
35% [~
30% [~
25% [~
20% [~
15% [~
10% [~
5% [~

0% t i
5% —

Change in Employment of Residents of Low-to-Moderate
Income Areas of California, 2005-2006

California Initiative companies with
fewer than 500 employees

California Initiative companies
with 500 or more employees



EMPLOYING WORKERS LIVING IN ECONOMICALLY DISADVANTAGED AREAS

California Initiative Companies Employing Residents
of Economically Disadvantaged Areas, 2005 and 2006
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California Initiative Companies’
California Facilities

As of June 30, 2006, California Initiative com- 100% [~
panies operated a total of 1,259 facilities. Over
300 (24%) of these facilities are manufacturing, 80%

distribution, call center and professional office
locations; 953 of these facilities (76%) are retail,
service center and hospitality locations. Of the
1,259 locations, 255 (20%) are in California.
Of these 255 California locations, 69 (27%) are 40%
located in low-to-moderate income areas of the
state.” A similar proportion of manufacturing,
call center, and professional office locations (25%)
and retail, service center and hospitality locations
(28%) are located in low-to-moderate income 0%
areas of the state.

60% [~

20% I~

Al (253 Facilities) Manufacturing, Distribution Retail, Hospitality,

Call Center, Professional Service Center
Office Locations (167 Facilities)
(Includes Headquarters,
33 Two companies declined to provide location data on their manufacturing facilities. 88 Facllltles)
I Facilities in California, NOT IN a I Facilities in California, IN a
Low-to-Moderate Income Community Low-to-Moderate Income Community

There are a total of 255 facilities in California, including 88 manufacturing, distribution,
call center, professional office facilities. Two companies declined to
provide location data on their manufacturing facilities.



Supporting women and minority entrepreneurs
and managers.

When institutional equity capital is invested in
companies, primary ownership often changes from
an individual or group of individuals to an invest-
ment fund or group of funds. Company founders
relinquish some of their ownership interest in ex-
change for capital infusion to fund growth. Often
these company founders remain at the companies,
taking officer-level positions and frequently retain-
ing a small ownership stake. Tracking the number
of minority and women officers at California
Initiative companies is one method of assessing the
extent to which these companies are supporting
women and minority entrepreneurs and managers.
Tracking the number of women and minority key
managers assesses the extent to which California
Initiative companies are helping to train future
minority and women officers and business leaders,
and providing current leadership opportunities for
women and minorities.

In the aggregate, California Initiative companies re-
port a total of 300 officers and 1,198 key managers.

Given that the California Initiative portfolio is a

by Asian/Pacific Islanders. Hispanic/Latino-owned
firms account for 7% of all United States business-
es. Nearly 4% of California businesses are owned
by African Americans, 13% are owned by Asian/
Pacific Islanders and 15% are owned by Hispanics/
Latinos.*

However, only a small subset of all United States
businesses have characteristics similar to those

that generally receive institutional equity capital
investment. Although there are some exceptions,
most companies receiving institutional equity
capital investment have paid employees and at
least $1 million in annual revenues. At the time of
investment, most California Initiative companies
had annual revenue in excess of $1 million. All
but four California Initiative companies had paid
employees at the time of investment. Just 5% of all
United States businesses and 6% of all California
businesses have paid employees and over $1 mil-
lion in annual revenues.

Women and Minority Officers and Key Managers

at California Initiative Companies

Officers Key Managers**

diverse group of companies in industry, number

of employees and annual revenue size, there is no Al 300 (100%) 1,198 (1009%)
direct comparison set of businesses against which Women 36 (12%) 321 (27%)
to judge California Initiative companies’ owner- Men 264 (88%) 877 (73%)
ship and'mar}a.ge{nent divers‘ity’. HoweveF, to put Hispanic or Latino 11 (4%) 72 (6%)
California Inm.atlve' companies ownership and Arican Amerioan 15 5%) 77 (6%)
management diversity in context, women own . —

28% of all businesses in the United States and Asian/Pacific |slander 18 (6%) 168 (14%)
30% of businesses in California. Approximately Other Minorities 9 (3%) 8 (<1%)
5% of United States businesses are owned by White, Non-Hispanic 247 (82%) 853 (71%)*

or Latino

African Americans; an additional 5% are owned

34 Key Managers are defined as District Managers or the equivalent and above.

35 (ther Key Managers do not add to 100% because one company did not report the racial breakdown of its Key Managers.

36 The source for these figures is the United States Census Bureau. The Census allows respondents to classify themselves as both
Hispanic and a racial category (e.g., a person can be both African American and Hispanic). Thus, racial minority and Hispanic numbers
cannot be combined for an accurate estimate of total minority-owned businesses. Data was collected by the US Census in 2002 but
released n September 2006. This data is available at www.census/gov/csd/sho/. Ownership is defined as at least 51% ownership. For
example, if a company is 51% owned by a woman, it is considered woman-owned.



SUPPORTING WOMEN AND MINORITY ENTREPRENEURS AND MANAGERS

Of United States businesses with paid employees $1 million in annual revenue, approximately 11%
and at least $1 million in annual revenues, ap- are women-owned, 11% are Asian-owned, 5% are
proximately 10% are women-owned, 4% are Hispanic-owned and 1% are owned by African
Asian-owned, 2% are Hispanic-owned and less Americans. The following charts show California
than 1% is owned by African Americans. Of Cali- Initiative management diversity in the larger con-
fornia businesses with paid employees and over text of American business.

Woman and Minority Officers at California Initiative Companies in the Context of

Women and Minority-Owned Businesses in California and the United States
(California and US Companies with at Least $1 Million in Revenue and Paid Employees)

Women-Owned Businesses (US and California) Hispanic-Owned Businesses (US and California)
and Officers at California Initiative Companies and Officers at California Initiative Companies
100% 1~ 100% 1~
80% [~ 80% [~
60% [~ 60% [~
40% [~ 40% [~
20% [~ 20% [~
0% m—— e 0% o ——
alifornia California Initiative alifornia alifornia Initiative
Companies Companies
I Female (At Least 51% Women-Owned) I Al Other (Includes Male, I Hispanic (At Least 51% Hispanic-Owned) I Non Hispanic
Male/ Female Partnersips)
African American-Owned Businesses (US and California) Asian/Pacific Islander-Owned Businesses (US and California)
and Officers at California Initiative Companies and Officers at California Initiative Companies
100% [~ 100% [~
80% [~ 80% [~
60% [~ 60% [~
40% [~ 40% -
20% I~ 20% [~
0% 0%
California alifornia Initiative United States California California Initiative
Companies Companies
[ African American [ All Others [ Asian/ Pacific Islander I All Others
(At Least 51% African American-Owned) (At Least 51% Asian/ Pacific Islander-Owned)



SUPPORTING WOMEN AND MINORITY ENTREPRENEURS AND MANAGERS

Officers and Key Managers at California Initiative Companies in the Context of US and
California Business Ownership and Fortune 100 Board Composition

30% [

25%

20%

15%

10%

5%

1% 1%

0,
0% Women Hispanic African American Asian/Pacific Islander
[¥ Percent California Percent California I Percent of All US I Percent of All CA I Percent of Board

Initiative Company Initiative Key Businesses With Paid Businesses With Paid of Directors at

Officers, 2006 Managers, 2006 Employees and Over Employees and Over Fortune 100
$1 Million in Revenue $1 Million in Revenue Companies, 2004
(2002, Most Recent (2002, Most Recent
Data Available), Data Available),
Owned by Owned by

Women Officers at California initiative Companies Minority Officers at California Initiative Companies

25 Companies

30% 40% 731 Gompanies

("] ("]
'g '% 35% 28 Companies
825% [~
E ° 19 Companies E
8 8 30%
2 2
2 20% 2
® S 25%
- £
E 15% g 20%
L ]
S ®15%

Q
% 10% %
T T 10%
o S

o
g 5% g 596

0,
0% alifornia Initiative 0% California Initiative California Initiative Companies
Companies With at Least Companies Where Woman Are 1 Compani;s With at Lgasl . Wher;ﬂgﬂinorities‘laur; at Leastﬁw
1 2 3 20% 30% 40% 50% (] (] b b
Women Officers of All Officers Minority Officers of All Officers

37 See “Women and minorities on Fortune 100 Boards”; May 17, 2005; available at www.catalystwomen.org/files/full/ABD%?20report.pdf.



Banc of America Gapital Access Funds

In addition to investing in nine private equity funds,

the California Initiative, working with Banc of America
Capital Access Funds, has invested in a fund-of-funds,
Banc of America California Community Venture Fund
(BACCVEF). As of June 30, 2006, BACCVF had invested
in ten funds, and these funds had invested in 42 portfolio
companies. Ultimately, BACCVF is expected to invest in
approximately fifteen funds which will likely invest in 100
to 150 companies.

Profile of BACCVF Funds and Portfolio

Companies

Of the ten funds that have received investment from
BACCVF, seven have an office in California. The remain-
ing three funds are projected to have a strong pipeline

of California deals, based on their networks and invest-
ing history. As of June 30, 2006, of the 42 companies in
BACCVF funds’ portfolios, twenty (48%) are headquar-

tered in California.

Providing capital to areas of California and the
United States that have historically had limited
access to institutional equity capital

Of the ten funds that have received funds from BACCVE
seven target companies that are located in, or hire residents
of, low-to-moderate income areas. Two of the funds are
helping to capitalize financial institutions that provide bank-
ing services to low-income and/or minority consumers. And
seven of the ten funds focus on minority opportunities.

Of the 42 companies in BACCVF funds’ portfolios as of
June 30, 2006, nineteen (45%) are located in areas of the
United States where venture capital has not traditionally
been invested.”® Of these nineteen companies, five (26%)
are headquartered in California. Seven (17%) of the 42
companies are located in rural areas of the United States.

Employing workers living in economically
disadvantaged areas

Of the 42 companies in BACCVF funds’ portfolios as of
June 30, 2006, seventeen (40%) are located in LMI areas.
Seven companies (17%) are located in census tracts where
20% or more of the population lives in households with
income below the federal poverty level. Fourteen (33%)
of the 42 companies are located in census tracts where
the median income is at or below 80% of median income

for the surrounding area. And two companies (5%) are
located in census tracts where the unemployment rate

is more than 1.5 times the national average. BACCVF
funds’ portfolio company employee residential zip codes
were not available. As such, no direct analysis on the num-
ber of employees living in economically disadvantaged
areas could be conducted.

Supporting women and minority entrepreneurs
and managers

Seven of the ten funds receiving investment through BAC-
CVF focus on minority opportunities, targeting companies
that are either managed by minorities or that serve minori-
ty consumers. Eight of the funds have at least one minority
partner; seven of the funds have at least 2 minority part-
ners. Three of the funds have at least one female partner.

Of the 42 companies in BACCVF funds’ portfolios as of
June 30, 2006, seventeen (40%) are either owned or man-
aged by minorities. Two (5%) are managed by women.
Eighteen (43%) of the 42 companies are located in census
tracts where more than half the population is a minority.

Specific gender and ethnic information on the chief execu-
tive officer at BACCVF funds’ portfolio companies is avail-
able for the 22 companies in which BACCVF funds invested
in 2005. At nine of these 22 companies (41%), the CEO

is a minority, including five companies where the CEO is
African American, three companies where the CEO is His-
panic and one company where the CEO is Asian. None of
the CEO:s is female. These twenty-two companies employ a
total of 1,390 employees; 484 (35%) of these employees are
minorities and 541 (39%) are women.

38 These 19 companies are located outside of the geographic area represented by the 1,000 zip codes that received the most venture
capital investment between 2000 and 2005. These 1,000 zip code areas received approximately 75% of all venture capital committed
during that time.



CALPERS CALIFORNIA INITIATIVE INVESTMENT PARTNERS

PARTNER

American River Ventures
WWW. arventures.com

INVESTMENT FOCUS

Venture capital in North Bay, Sacramento
and Central California

DF]J Frontier
www.dfjfrontier.com

Venture capital in the Central Coast, Central Valley,
Sacramento and other underserved areas of California

Nogales Investors
www.nogalesinvestors.com

Growth/expansion investment opportunities

Garage Technology Ventures
WWW.garage.com

Seed capital to start-ups

Leonard Green & Partners
www.leonardgreen.com

Buyout/expansion opportunities in consumer services

Opportunity Capital Partners

www.ocpcapital.com

Expansion/buyout opportunities in middle markets

Pacific Community Ventures
www.pcvfund.com

Venture capital investment in companies bringing
economic gains to low-to-moderate income
communities in California

Provender Capital

www.provender-capital.com

Urban-oriented, under-sponsored opportunities

Yucaipa Companies

Corporate partnerships to relocate or expand operations
in underserved areas.

Banc of America Capital Access Funds

www.bacapitalaccessfunds.com

Fund-of-funds targeting funds focused
on underserved markets

D

CalPERS

PRCIHEC

COMMUNITY-VENTURES



