5 years of Research, Results and Impact

2013-2018

Five years ago we launched the Bay Area Impact Investing Initiative. Our mission was
“to develop a blueprint to increase the quantity and effectiveness of impact investing in
the Bay Area.” Hundreds of interviews, thousands of hours and dozens of volunteers
combined to develop a proposal for a collaborative effort to focus on positive social and
environmental impact in the Bay Area while making competitive financial returns.
To understand the purpose of local impact investing, research was the driving force to build
model portfolios that could have both a positive impact in the Bay Area and conform to the
fiduciary standard for institutional assets to prioritize returns under prudent investment practices.
It was clear that U.S. based institutional investors, including those in the Bay Area, were
unwilling to believe, without research and proof of concept, that having place-based impact
goals does not compromise returns. In using all asset classes to build model portfolios, the BAIII
adopted broadly defined impact goals of long term sustainability, shared prosperity, and
resilience across the Bay Area.
In May 2013 the Federal Reserve Bank of San Francisco sponsored a conference about Impact
Investing in the Bay Area, driven by our research. The first portfolio strategy we presented
there was designed for the small endowment fund of a place-based nonprofit organization, the
United Way of the Bay Area, and sought to design a stock - and - bond portfolio that would
reflect its mission to reduce poverty in the Bay Area. That custom equity model portfolio now
has alignment with its mission and 7 years of strong results, outperforming the Russell 3000 by
200 basis points annually between 2011-2017: 15.79% vs. 13.45%.
In the Fall of 2013 we launched the Bay Area Impact Investing Initiative (BAIII -”the B A Triple I”)
to develop a blueprint to increase the amount and effectiveness of impact investing in the Bay
Area. Dozens of investment professionals contributed to this effort. This research resulted in a
paper published in early 2017 by Oxford University/Rutledge which models place-based impact
portfolios in 3 more asset classes in addition to equity and fixed income: real estate,
infrastructure and private equity.

With the published research came the BAIII blueprint which calls for a new physical and virtual
PLACE that will be an investment company, a network platform to share ideas and contacts,
and a clearinghouse for matching resources to solutions in our Bay Area. The Center would
consolidate assets from a variety of investors under institutional fiduciary standards of
performance expectations and due diligence while tracking impact. A Center with assets to
invest locally would promote deal flow throughout the capital stack. With scale, these
community oriented funds could be open to individual investors as well. The Center would
provide local opportunities to help private asset owners meet their thematic, regional,
investment and philanthropic goals, and connect investors, grantmakers, and public resources
for the long term benefit of the Bay Area.
Here’s a local example of moving through the regional capital stack: Facebook
Not so long ago, angel, venture capital, and private equity investors first invested in
Facebook, as a high risk start-up. Later, a Bay Area based institutional direct lender
made a direct loan to Facebook in its early days when it couldn’t qualify for a traditional
bank loan. Today, the BAIII public equity portfolio would hold the publicly traded shares
of Facebook and we would engage with them on many issues, like promoting diversity in
their ranks, for example. The BAIII could also work with Facebook and other
organizations to address the transit and employee housing issues our regional success
contributes to, through public private partnership. We would have a common interest too,
in working with Facebook on environmental efforts to protect the Bay and its
infrastructure as well as the Facebook campus from sea level rise.

This 5 Year Summary report describes what an investor might have achieved if these models
had been implemented 5-7 years ago. The portfolio construction process we have used is
similar to that used by institutional investors: develop multi-manager portfolios using highly
qualified and vetted investment management specialists, under fiduciary standards of prudence
and care, and seek to match or exceed traditional investment benchmarks A
 ND have a positive
social or environmental impact in the San Francisco Bay Area.
By creating six separate multi-manager asset class portfolios, we recognize that each asset
class has a unique risk and return combination. We also recognize that each asset class has a
unique impact potential and our expectations for impact will vary across asset classes. The
portfolios can be building blocks for any investor’s own risk tolerance, return goals and impact
themes.
The following asset class-based portfolios represent regional investments designed to
deliver benchmark returns and have a positive social or environmental impact on the Bay
Area. Please note: the information given in the summaries below is based on interviews,

documents and websites provided by each investment manager. Past performance is no guarantee
of future returns. This is not an offering.

BAIII Custom Equity Portfolio
The model portfolio developed in 2011, and still managed by Aperio Group of Sausalito,
California, has tracked the returns that would have resulted from the instructions we designed
for the portfolio program: to develop an optimal portfolio that maximizes the ESG score unique
for our mission, and minimizes the tracking error to the benchmark, given various concentrations
of local companies. This process was described in a working paper published and posted by the
Federal Reserve Bank of San Francisco in December 2012. The optimal portfolio, described in
the table below, has a 4X overweighting in Bay Area headquartered companies versus the
benchmark Russell 3000, a 30% improvement in the custom ESG score, and is expected to
have a less than 2% tracking error.

Portfolio Characteristics:
2011 research results

BAIII-UWBA-Aperio model

Russell 3000

Universe

1,982

2,940

Standard Deviation

20.49

20.43

1.64

0.00

Model UWBA ESG score

60

46

Bay Area companies %

75

19

210

2,940

$89.5

$87.9

Tracking error vs Benchmark

Number of holdings
Avg Market Cap, $Billions

The chosen portfolio has produced the following performance results:
Calendar Year

BAIII-UWBA-Aperio model

Russell 3000

2011

1.56%

1.01%

2012

20.95%

16.37%

2013

33.38%

33.46%

2014

16.29%

12.54%

2015

0.82%

0.47%

2016

13.99%

12.64%

2017

27.43%

21.97%

Inception Cumulative

179.04%

141.90%

Inception Annualized

15.79%

13.45%

Standard Deviation

12.65%

12.33%

Using BARRA-like factor attribution analysis, and since the optimizing instructions kept the
portfolio’s sector weightings, industries, and market timing neutral to the benchmark, the
portfolio’s strong relative performance of +2.33% is due almost entirely to Asset Selection
(2.15%). Asset selection is driven by the instructions we set: maximize the ESG score subject

to keeping the tracking error to around 2% using the Bay Area focused universe we developed.
The active positive return contributed to an actual tracking error of 2.29%.
Portfolio Manager’s 12/31/17 report from Aperio:
The strategy trailed the Russell 3000 in Q4 (5.72% vs. 6.33%) but outperformed for the full
calendar year (27.43% vs. 21.07%).
Key takeaways:
● By optimizing the portfolio to track the Russell 3000 index, the strategy has relatively low
factor exposures and corresponding contributions from factors to the overall return
difference.
● As expected, the primary driver of return difference is asset selection (i.e., that portion of
return which cannot be explained by factor exposures).
● The majority of asset selection active return comes from over-weighted assets as
opposed to benchmark assets not held.
● The top 3 contributors to asset selection active return were overweight positions in
Chevron, Tesla and Andeavor, which added a total 0.96% to the return difference.

BAIII Multi-Manager Public Equity Portfolio
In order to reduce single strategy/single style risk, the BAIII multi-manager public equity portfolio
would have three separate strategies:
● BAIII/Aperio enhanced index-like custom portfolio
● HIP Investor
● BlackRock Russell 3000 index
www.HIPInvestor.com

HIP Investor

HIP Investor, a Bay Area based investment firm, provides this active strategy that integrates
ESG factors through its unique fundamental analysis and HIP ratings systems.
The components of the HIP Rating include Products & Services, Management Practices and the
5 pillars of Health, Wealth, Earth, Equality and Trust, which are derived from measures such as
Customer Satisfaction, Employee-to-CEO Pay, Carbon Emissions, Gender Diversity and
Lobbying Expenditures.
The Fossil-Free HIP 100 Exclusion portfolio excludes from the S&P100 companies in fossil
energy, chemicals, materials, banking and high-negative-impact firms, and reweights those
remaining component companies based on the same systematic analysis used in the HIP100.

2017

2016

2015

2014

Ann incep

Cum Incep

1/5/1212/31/17
HIP 100
Fossil Free
(gross of fee)

23.07%

9.52%

2.77%

17.50%

16.03%

144.05%

S&P 100
Index ETF

21.83%

11.03%

2.42%

12.56%

14.94%

130.61%

BlackRock

www.blackrock.com/corporate

The BAIII multi manager equity strategy also includes a passively managed index fund offered
by BlackRock that incorporates active corporate engagement to enhance long term shareholder
value and to vote for sustainable environmental, social and governance practices. With this
combination of portfolio management strategies, we have a high degree of confidence that we
can achieve both market rates of return at market levels of risk, and have a positive impact on
our local economy.
Jan 1, 2011 to Dec. 31, 2017

Annualized
performance

Cumulative
performance

Standard
Deviation

Bay Area UWBA Equity model

15.79%

179.0%

12.63%

14.65%

144.0%

9.62%

13.45%

141.5%

12.33%

15.1%

167.4%

13.62%

Enhanced index with ESG

HIP Fossil Free 100
Active management + ESG

BlackRock Index Russell 3000
Passive with corp engagement

BBACAX (cap weighted)
Bloomberg Bay Area Index
Universe of Bay Area companies

The BAIII Equity Fund, with these three strategies equally weighted in a multi-manager portfolio,
we could have experienced an annualized return (since inception) of 15.09%, beating the
Russell 3000’s return of 13.45% by 150 basis points.
Note: the Blomberg Bay Area index (BBACAX) is a cap weighted index formed in partnership
with the San Francisco Chronicle in 2001 to track nearly 400 companies headquartered in the
Bay Area. It served as the basis for the universe of Bay Area companies. More than half of its
value in 2011 was represented by five stocks: Apple, Chevron, Google, Oracle and Wells Fargo.
www.bloomberg.com

Impact Assessment
One key driver to positive social and environmental impact that investors have with a public
equity portfolio is to engage with the management of the companies whose shares they own.
Collaboration with other large investors on ESG related issues, particularly with our focus on the
companies headquartered in the Bay Area, who are employing hundreds of thousands in our
communities, is the most effective way to influence long term corporate behavior and
transparency. In the Bay Area, we have the opportunity to encourage corporate management in
areas of diversity (for Silicon Valley companies), governance and management practices (Wells
Fargo), and for carbon disclosures and environmental risks (Chevron, Andeavor), just to name a
few.
Because we are over-weighted in companies that are headquartered in the Bay Area, we would
have a ‘louder’ voice when we vote our proxies and in engaging with regards to corporate
policies and management issues. We are seeking to protect the environmental ecosystem of the
Bay Area and to work together minimize our environmental impact locally. We are looking to
support the employees of these local companies who live. work and commute in the Bay Area.
Most importantly, given our fiduciary standards and with this combination of active, passive and
enhanced portfolios, we can be comfortable that we can reasonably expect market-like risk and
returns over time.
In December 2012, Lauryn Agnew published the research study “Impact Investing for Small,
Place-Based Fiduciaries: The Case Study Initiated by the United Way of the Bay Area”. You can
download the paper here or view it on the Federal Reserve’s website.
BAIII Article: Place based impact investing: How to invest in your own backyard’:
http://cornerstonecapinc.com/2016/11/place-based-impact-investing-how-to-invest-in-your-own-b
ackyard  This is a link to a short article, in the Cornerstone Capital’s monthly magazine from
December, 2016, on “Proximity”. It is based on Lauryn Agnew’s chapter on “Regional Impact
Investing for Institutional Investors - The Bay Area Impact Investing Initiative”, which is included in
the Rutledge Handbook of Social and Sustainable Finance and Oxford University, 2017.

BAIII Fixed Income Strategy
The BAIII multi-manager fixed income portfolio seeks to match the Barclays Aggregate
performance and risk profile while owning bonds that have a positive impact on the Bay Area’s
sustainability, prosperity and resilience.
The US bond market has traded in a fairly narrow, low range as interest rates have remained
low from 2011 through the end of 2017. Over the last 5-7 years the dispersion in performance
among fixed income managers has also been low. The BAIII fixed income portfolio modeled

several managers with various styles and specialties whose combined returns would be in line
or better than the Barclays Aggregate benchmark, and also would show alignment with the
underlying mission of prosperity, sustainability and resilience in the Bay Area.
Performance 2013-2017
Community Capital/CRANX

Annualized Return
1.5%

5 year annualized, net
(UWBA performance report)

1.77%

5 year annualized, gross

Govt/agency bonds + Bay Area impact CDFI

Breckinridge Capital

Comments

Int. Investment Grade + ESG
Inception 7/1/2011

White Oak SF

11.2%

Direct Lending to middle market cos.

AFL-CIO Housing Inv. Trust

2.27%

Represents 5 year return ending
1/31/18, gross

2.25%

Broad based benchmark

Housing bonds, union jobs

Barclays Aggregate index

5 yr net
Since inception 2007
Annualized 7.7%

*Note: In 2012, Community Capital Management and its institutional fund, CRANX, provided both
a low risk return and mission alignment with UWBA’s mission through its impact-earmarking
process. It is used as a proxy for this portion of the model BAIII Fixed Income portfolio.
www.ccminvests.com

BAIII Fixed Income multi-manager portfolio’s performance, as a simple average of these 4
strategies over 5 years, would have been approximately 4.0%, beating the benchmark Barclays
Aggregate performance of 2.25%
The municipal bond market is a true place-based impact investment. Institutional investors
generally prefer the taxable versions of municipal bonds and we are also seeing more green
bonds coming to market, both in the corporate and government space. Demand is high for
green bonds globally and they will likely become more popular for investors who want to
segregate municipal and corporate financings for specific purposes (and transparency).
Investments for water infrastructure, renewable energies, transportation, and housing can be
bond-like for a fixed income portfolio, or they may be part of some public-private partnerships
with a complex capital stack.
Examples of Bay Area Taxable Municipal Bonds

The fixed Income portfolio would include a variety of Bay Area bonds that complement the
strategies of the managers also listed below. These particular taxable bonds were issued in
the first half of 2017 and are examples of the type and size of the bond market in the Bay Area.
Mission alignment, investment grade criteria, and strong market-like performance can be found
in this diversified portfolio.
●

California Housing Finance Agency
$278,240,000 Home Mortgage Revenue Bonds
2017 Series A (A1/AA-)
Proceeds of the bonds were used to refinance bonds previously issued to finance
homeownership opportunities for low-, moderate- and middle-income families within
California.

●

City & County of San Francisco
$28,320,000 Certificates of Participation (Hope SF)
Series 2017A (Aa2/AA/AA)
The proceeds of the Certificates were used to finance or refinance a portion of the costs
of the acquisition, construction, installation or improvement to, or rehabilitation of,
mixed-use housing development in the City’s HOPE SF – Hunters View project in the
Bayview-Hunters Point neighborhood of the City.

●

Successor Agency to the Redevelopment Agency of the City & County of San Francisco
$89,765,000 2017 Series A Taxable Third Lien Tax Allocation Bonds
Affordable Housing Project (A)
The Taxable Bonds were issued to provide funds to finance the development and/or
construction of affordable housing comprised of five multifamily rental housing
developments dedicated to low-income families and low-income seniors in Candlestick
Point (total 536 units)

●

San Francisco Bay Area Rapid Transit District
$28,400,000 2017 Series A-2 Green Bonds (Aaa/AAA)
The 2017A Bonds are part of $3.5 billion of bonds for acquisition or improvement of the
Bay Area Rapid Transit District, BART. The 2017 Bonds are “Climate Bond Certified”.
BART’s Series 2017 Green Bonds are the first bond issuance to be certified in the
Western US by a transit agency under the Climate Bonds Initiative’s Low Carbon Land
Transport Standard.

●

Successor Agency to the Redevelopment Agency of the City & County of San Francisco
$43,400,000 2017 Series C Taxable Subordinate Tax Allocation Bonds
Mission Bay New Money and Refunding Housing Projects (A)
A portion of the net proceeds from the sale of the 2017C Bonds were used to finance
predevelopment, development and construction of affordable housing in the Mission Bay
South Project Area,(total 340 units)

Breckinridge Capital

www.breckinridge.com

Breckinridge Capital initiated its Sustainable Intermediate Govt/Corp fund in July of 2011,
shortly after the modeling started for the UWBA equity portfolio. While not concentrated in Bay
Area bonds, it represents an intermediate term investment grade fund that incorporates ESG
factors into its analysis, including bonds from government and corporate issuers in the Bay Area
and California. Breckinridge is also engaging some bond issuers in discussions about future
risks, particularly with municipalities with exposures to sea level rise. For the purposes of
example, we are using its performance record (since inception 7/1/11) in the table below.
Our fully integrated bottom-up fundamental credit and ESG research is a key driver in security
selection. We offer both government credit, core government credit and tax-efficient sustainable
strategies that selectively invest in corporate, municipal, supranational and agency issuers with
above-average ESG profiles and bonds that fund essential environmental, social or economic
development projects.
Sustainable investing requires a more comprehensive and forward looking assessment of risk. It
is supported by research that goes beyond financial statements to analyze material
environmental, social and governance (ESG) factors that can impact present and future
performance. At Breckinridge, we believe sustainability is a natural match for investment grade
fixed income strategies. We have developed formal frameworks for analyzing issuer sustainability
using rigorous processes, a seasoned investment team, and proprietary technology.
Breckinridge’s sustainable government credit strategies are designed for investors seeking to
maximize risk-adjusted return and preserve capital while emphasizing environmental, social and
governance (ESG) performance.
Breckinridge Intermediate Sustainable Government Credit Strategy

White Oak Capital

www.whiteoaksf.com

At White Oak, we provide customized and efficient capital to support small and middle market
businesses with their ever changing financing needs. We have financed over $7 billion in term
loans, asset-based loans, equipment financings, factoring, working capital solutions and credit
services. White Oak’s Direct Lending Strategy is to lend directly to middle market companies who
need financing for growth, expansion, acquisition, etc. to support long term growth.

A variety of Bay Area and California loans can be identified in White Oak’s institutional client
portfolios. Term loans, asset-based lending, equipment lending, factoring, supply chain finance
and trade finance are some of the products available to borrowers through White Oak, across
multiple industries.
White Oak targets a 9-10% gross return and provided the FaceBook example in our
introduction. For the Facebook loan, the servers were pledges as collateral for the loan. Other
California based examples of direct loans include loans to companies in the LED lighting space,
corporate restructurings and expansions, entertainment financing, and loans to med-tech and
fin-tech developers here in the Bay Area. Since inception in 2007, the strategy has realized
7.7% net of all fees, which included the downturn, and has a 5 year annualized return of 15.1%
gross, 11.2% net.
AFL-CIO Housing Trust

www.aflcio-hit.com

Union funds (Taft Hartley and multi employer pension plans) have long invested in funds and
projects that make strong returns and provide union jobs. The AFL-CIO Housing Investment
Trust is such a fund whose performance and job-creating impact has been tracked.
The HIT has distinguished itself as a fixed-income investment manager with a
specialization in an important market niche — multifamily finance. This specialization
along with focused management of its portfolio of mortgage backed securities provides
important advantages for pension plans seeking the benefits of a fixed-income
investment.

■

Example of impact: http://www.aflcio-hit.com/wmspage.cfm?parm1=686

The AFL-CIO Housing Investment Trust (HIT) provided $16.8 million in financing for the $43.3
million rehabilitation of Gabilan Plaza Apartments, a multifamily development that has provided
affordable housing to residents of Salinas, CA, for over 40 years. The all-union rehabilitation work
is expected to generate more than 110 union jobs.
The HIT investment of union and
public employee pension funds
will help finance exterior and
interior rehabilitation at the aging
housing complex, which consists
of 26 garden-style apartment
buildings offering 200 rental
units. All of the units are income
restricted, with 10% designated
for households earning up to
50% of the area median income
and the rest reserved for
families earning up to 60% of
the area median income.

The HIT is committed to putting union capital to work
in secure investments that produce competitive
returns - its primary objective – at the same
time:creating quality union construction jobs and
building affordable and workforce housing.

The HIT's investments also provide broader economic benefits that improve the lives of working
people and their communities and support environmentally responsible investing through
investment in energy-efficient rehabilitation and retrofits of existing housing and financing new
construction that meets the energy-saving requirements of LEED or other standards.

BAIII Real Estate portfolio
The BAIII Multi-Manager Real Estate strategy invests with real estate managers who are
building in the Bay Area, creating jobs, using sustainable environmental practices in housing
and commercial buildings, while delivering strong investment returns.
As in the other model asset class portfolios, the BAIII Real Estate fund would include a variety
of strategies representing ranges of liquidity and purpose, from residential to commercial to
industrial, with a local presence and to include sustainable building practices.
Performance 2011-2017 (est’d)

Annualized

Northern California Community Loan Fund

3.0% for a 2- 5
yr CD

CDFI makes real estate loans to nonprofits

American Realty Advisors
LEED Commercial and industrial properties

14.64%
5 year annualized
(gross)

Private Developer example
sustainable multi-family + mixed housing

Private, not
disclosed

Comments or examples
Very high local impact, smaller
allocation
Office/Retail:
601 Marshall, Redwood City
Industrial: Hayward 92
Sustainable residential
developer with Bay Area LEED
examples

HIP Sustainable REIT -(gross)

10.27%

Fund of liquid sustainable
REITS and real estate stocks;
targets 4% yield plus
appreciation

I-shares for REIT ETF

9.48%

Benchmark, annualized

A multi-manager real estate portfolio using these types of managers would have returned
approximately 10-12% or more to investors.
Bay Area Impact Investing real estate examples:

The CDFI: The Northern California Community Loan Fund www.ncclf.org
●
●
●
●

●
●

Founded 1985, a 501(c)(3), AAA1 CARS rating
Provides loans to non-profit organizations that develop affordable housing , community facilities,
job training programs and vital human services in Northern California
Loaned $216,000 to a Contra Costa homeless services provider to build a catering kitchen that
now distributes 60 tons of groceries annually from 8 locations
Used New Market Tax Credits to collaborate with other public/private partners to build an 80,000
square foot complex for physically disabled, community meeting rooms, child development
center, non-profit offices and vocational training services in Berkeley
Loan losses – virtually nil
Short term returns: 2-5 year notes yielding 3%

 www.hipinvestor.com

HIP Sustainable Real Estate Portfolio:
●
●
●
●

HIP Investor (Human Impact + Profit) : a Registered Investment Advisor with active approach to
valuing investment factors;
Proprietary HIP fundamental analysis: quantifiable results in Health, Wealth, Earth, Equality and
Trust, as well as Management Practices that can drive profit and shareholder value
Weights a basket of US listed Real Estate Stocks and REITS using a rigorous, data-driven
analysis of quantifiable human, environmental and social results.
Seek to outperform traditional investment benchmarks via this strategy, striving to achieve more
positive human impact, lower risk and increased financial returns
The HIP Sustainable Real Estate Portfolio selects from a universe of approximately 200 Real
Estate Investment Trusts (REITs), and also includes natural resources, forestry, and timber
companies, as categorized by Morningstar.
● This real estate portfolio is scored for sustainability, including results from LEED-certified
properties, which can generate savings from consuming less water and reducing energy
usage.
● Properties pursuing sustainability approaches tend to realize higher rents and lower
turnover from tenants. Some tenants even experience higher productivity and
attendance, along with fewer health problems for staff.
● We have created this HIP Sustainable Real Estate portfolio of 50 securities designed to
yield about 4% annually. Investors may find this portfolio useful for the goals of
diversification, income generation and higher sustainability.

Actual
HIP REIT
vs.
I-shares

HIP Real
Estate

Current
YIELD
(as of
12/31/17

+ 4.50%

2017

2016

+ 7.05%

+ 11.58%

2015

+ 0.04%

2014

Annualize
d
since
inception

Cumu
Return
2/23/2012 to
2/31/2017

+29.52%

+ 10.27%

+ 78.32%

(Client
Gross)
I-shares
US Real
Estate

+4/16%

+ 9.34%

+ 7.03%

+ 1.63%

American Realty Advisors ARA

+26.69%

+ 9.48%

+ 70.92%

www.aracapital.com

ARA is a national institutional real estate investment manager focused on core and value
add private real estate transactions on behalf of retirement systems throughout the US,
primarily investing through commingled funds.
ARA has made a number of development/value-add investments in the Bay Area over
the years. Our strategy is to focus on opportunities where entitlements are in place, we
are working with a reputable and established partner, and we can identify value-creation
opportunity that will allow us to translate active management and involvement by ARA
into value realized for our clients. We generally do not hold stabilized assets once the
value creation strategy is completed but exit through a sale to an institutional buyer.

ARA Strategic
Value Fund

Q4 2017

1 year

3 year

5 year

7 year

Since
Inception

Income

1.31

6.09

5.27

5.03

5.22

4.76

Appreciation

1.05

5.20

10.09

9.26

8.74

10.63

Total Portfolio
(gross)

2.36

11.52

15.76

14.64

14.32

15.81

Total Portfolio
(net)

2.03

9.65

13.10

12.29

12.08

13.26

ARA value-add expertise targets assets in key locations with strong potential that need
active management to realize their full potential. We create value in well-located assets
that can benefit from our decades of hands-on experience in acquisitions and asset
management at all stages of the market cycle. Strategies include rehabilitating
undermanaged and capital constrained assets, lease-up opportunities, renovation and
repositioning, and ground-up development to create stabilized assets that can be sold to
longer-term investors. An open-end value-added real estate commingled fund that
invests in office, retail, industrial, multi-family and other select property types located in
primary markets across the United States.

●

Construction of Cherry Logistics Center, a 574,000 square foot warehouse
distribution facility in the San Francisco Bay Area was delivered in 2014. The
property was the first of its kind and size to be built in the Bay Area in 20 years,
employed hundreds of people in its construction and as a logistics and
distribution center. A 29 acre LEED distribution facility developed with 100%
union labor, built at the crossroads of the Silicon Valley and the Port of Oakland,
in Fremont.

In 2017, ARA completed two investments in the Bay Area in its Strategic Value Fund.

601 Marshall, Redwood City, CA
● 134,435 sq ft Office Building
● 100% pre-leased at 15% premium, LEED Platinum
● Located at transit, shops, parks, restaurants

Highway 92 Industrial Center, Hayward, CA
● 2014: acquired 31.5 acres. Build to suit
● Built 236,976 sq ft distribution warehouse located in the I-880 industrial corridor
● Major transit distribution hub for freeways in and out of Bay Area
● Completed 2017, 100% leased, projected returns IRR 21%+

Sustainable Multi-Family Redevelopment examples
The BAIII multi-manager real estate strategy would include one or more value-add, opportunistic
funds that are focused on the redevelopment of mixed-use, multi-family and retail properties in
high growth urban markets in the Bay Area and the US. Capturing the green premium to
outperform the market, these managers would have deep expertise and a proven success rate in
the complex business of developing, retrofitting, and managing real estate assets with the goal of
creating sustainable efficiencies in energy, water and waste and building stronger communities.
●
●

●

●
●
●

●

Downtown San Francisco example:
107-unit LEED (Gold) Mixed Use
apartment, 9,750 square feet of ground
floor retail
Located adjacent to Pacific Heights/ Nob
Hill, energy savings, one-, two-, three
bedroom units

San Francisco, CA in the Dogpatch
neighborhood
Near light rail and trolly
71 residential unites and 1800 sf of retail
space

Oakland, CA near Lake Merritt and
downtown Oakland

●

206-UNIT LEED Gold mixed use
apartment building

●

23 story, 206 units, + 4300 sf of retail.

Bay Meadows, San Mateo, CA

We can invest in creating new neighborhoods and communities. Bay Meadows has been
changing from this horse racing venue to this new, complete transit oriented mixed use
community:

http://stockbridge.com/opportunity-fund/bay-meadows

In San Francisco, the Hunters Point Shipyard is being transformed from this:

To this:

The following bond issued by the City and County of San Francisco is an investment that could
be in the BAIII Fixed Income portfolio, the BAIII Real Estate portfolio and the BAIII Infrastructure
portfolio, contributing to the financing of affordable housing in Hunters Point.
City & County of San Francisco
$28,320,000 Certificates of Participation (Hope SF)
Series 2017A (Aa2/AA/AA)

The proceeds of the Certificates were used to finance or refinance a portion of
the costs of the acquisition, construction, installation or improvement to, or
rehabilitation of, mixed-use housing development in the City’s HOPE SF –
Hunters View project in the Bayview-Hunters Point neighborhood of the City. The
overall Hunters View project consists of demolishing and replacing severely
deteriorated public housing sites to create a sustainable, mixed-income
community with neighborhood retail, community facilities, parks and playgrounds,
in addition to 750 new housing units consisting of 267 public housing units
(replaced on a one-for-one basis), as well as market-rate and affordable rental
and ownership housing. The total estimated cost of all phases of the project is
$450 million.
The Bay Area is addressing traffic congestion, the housing crisis, gentrification, sea level rise,
reducing our carbon footprint, etc. This is bringing some massive redevelopments in
neighborhoods long neglected, like Hunters Point, or repurposed locations, like Bay Meadows.
These very large large projects are multi-year and multi-partner. As the local municipality must
permit a redevelopment project, it and the developer and various community groups also must
plan for the impact on the current residents, the schools, the roads and the natural environment.
Long term collaboration and a variety of funding sources and partners over time are required.
Collaboration and access to capital are critical for success.
BAIII Infrastructure Strategy
Infrastructure investing comes in many forms. In this model infrastructure strategy, we identify a
variety of options for investment across the liquidity, risk and return, theme, and impact
spectrum. We describe several Bay Area regional infrastructure examples that could be part of
a Bay Area focused infrastructure portfolio:
●
●
●
●
●

Housing + Transit: Bay Area Transit Oriented Affordable Housing Development Fund
Environmental resilience: BCDC
California Infrastructure Bank bonds - water, power
Renewable Energy: Mosaic Solar, CalCEF
Public Private Partnerships: The Presidio Trust, The Grand Boulevard

The Bay Area Transportation Oriented Affordable Housing Development Fund, TOAH
www.bayareatod.org

●
●
●
●
●

San Francisco, CA
Eddy & Taylor Family Housing
TOAH Fund Financing: $7.2 million
Housing Units: 153
Retail Space: 12,000 square feet

The $50 million Bay Area Transit-Oriented Affordable Housing (TOAH) Fund is a
CDFI that provides financing for the development of affordable housing and other vital
community services near transit lines throughout the Bay Area. Through the Fund,
developers can access flexible, affordable capital to purchase or improve available
property near transit lines for the development of affordable housing, retail space and
other critical services, such as child care centers, fresh food outlets and health clinics.
The $10 million initial investment by MTC to the housing fund was leveraged four-to-one
with funds from the private sector and foundations to increase the fund’s value to $50
million. Thus far, the fund has provided loans for a 153-unit high-rise for low-income
families located two blocks from a major transit station and for a 64-unit building for
seniors close to a light rail station that will provide free transit passes for all residents.
The Tenderloin Neighborhood Development Corp. is developing an old parking lot into a
14-story building with affordable housing and retail space planned to attract a grocery
store to this underserved community. The site is located just two blocks from the Powell
Street BART station, a major transit hub in San Francisco.

BCDC: Bay Conservation Development Commission for resilience around sea level rise
www.bcdc.ca.gov

The San Francisco Bay Conservation and Development Commission (BCDC) is
a California state planning and regulatory agency with regional authority over the
San Francisco Bay, the Bay’s shoreline band, and the Suisun Marsh. BCDC was
created in 1965 and is the nation’s oldest coastal zone agency.
Its mission is to protect and enhance San Francisco Bay and to encourage the Bay’s
responsible and productive use for this and future generations. State law requires
sponsors of projects that propose to fill or extract materials from the Bay to apply for a
BCDC permit. In addition to minimizing any fill required for an appropriate project and
ensuring that the project is compatible with the conservation of Bay resources, BCDC is
tasked with requiring maximum feasible public access within the Bay’s 100-foot shoreline
band. Throughout its existence, BCDC has approved projects worth billions of dollars,
and the Commission continues to work closely with all applicants – private and public –
from a project’s initial stages to ensure that they comply with state law. In addition, the

Commission leads the Bay Area’s ongoing multi-agency regional effort to address the
impacts of rising sea level on shoreline communities and assets. Its authority is found in
the McAteer-Petris Act, the San Francisco Bay Plan, and other special area plans and
laws and policies.

BCDC’s $12 parcel tax approved for the 9 counties surrounding the Bay:
•Raises $500 million over the next 20 years
•To build levees and restore thousands of acres of wetlands and tidal marshes as buffer
to storm surges and floods in all Bay Area counties
•Required a 2/3 majority vote, which was approved by voters in all 9 Bay Area counties in
June 2016

California Infrastructure and Economic Development Bank: The California I-Bank
www.i-bank.ca.gov
The mission of the I-Bank is to finance public infrastructure and private development that
promotes a healthy climate for jobs, contributes to a strong economy and improves the quality of
life in California communities. The I-Bank has extremely broad statutory powers to issue revenue
bonds, make loans and provide credit enhancements for a wide variety of infrastructure and
economic development projects and other government purposes. As we approach $34 billion in
various financings, we continue to be motivated by the financing challenges faced by
infrastructure projects throughout our State.
The ‘Big Three’ credit rating agencies – Standard and Poor’s (S&P), Fitch and Moody’s – have all
awarded top ratings to the I-Bank’s approximately $97 million series 2014A infrastructure state
revolving fund (ISRF) bonds. The I-Bank’s ISRF Program provides loans to finance a wide range
of infrastructure and economic expansion projects to local governments and other eligible
borrowers expand in California.

IBank has broad authority to issue tax-exempt and taxable revenue bonds, provide financing to
public agencies, provide credit enhancements, acquire or lease facilities, and leverage State and
Federal funds. IBank's current programs include the Infrastructure State Revolving Fund (ISRF)
Loan Program, California Lending for Energy and Environmental Needs (CLEEN) Center, Small
Business Finance Center and the Bond Financing Program. Here are some examples of
infrastructure financings around the Bay Area:
San Francisco PUC –Wastewater Infrastructure Bonds
•$240 million Wastewater Revenue
Bond will fund eligible projects in
sustainable stormwater management
and wastewater projects
•The first certified green water bond
to finance sustainable water
infrastructure
Green infrastructure is a stormwater
management tool that takes
advantage of the natural processes
of soils and plants in order to slow
down and clean stormwater and
keep it from overwhelming the City's
sewer system
Richmond, CA bond for LED Lighting: a Qualified Energy Conservation Bond (QEBC)

•Issued $1.05 million of 15 year QECBs as a lease-purchase agreement.
•Notes priced at 6.79%, and the city is receiving a 4.06% interest rate subsidy, for a net
interest rate of 2.73%

•Over $500,000 from the issuance used for street lighting upgrades
•Average energy savings of 45% in street lighting
The California Infrastructure Bank has a website for mapping infrastructure projects in the Bay Area and
across California. Here are a few more Bay Area examples:
link: http://www.ibank.ca.gov/ibank/isrf-map#advanced

DATE APPROVED: 12/17/2002
BORROWER NAME: Redevelopment Agency of the City of Novato
COUNTY: Marin
CITY: Novato
INFRASTRUCTURE CATEGORY:
 City Streets; D
 rainage, Water Supply, and Flood Control
PROJECT NAME: Grant Avenue Improvement Project
AMOUNT APPROVED: $3,700,000
DATE APPROVED: 8/19/2014
BORROWER NAME: City of Pittsburg
COUNTY: Contra Costa County
CITY: Pittsburg
INFRASTRUCTURE CATEGORY:
 Water Treatment and Distribution
PROJECT NAME: City of Pittsburg Water System Modifications
Project
AMOUNT APPROVED: $12,000,000
DATE APPROVED: 12/15/2015
BORROWER NAME: Coastside County Water District
COUNTY: San Mateo County
CITY: Half Moon Bay
INFRASTRUCTURE CATEGORY:
 Water Treatment and Distribution
PROJECT NAME: Coastside County Water District System Reliability
Improvements Project
AMOUNT APPROVED: $5,628,000

Mosaic Solar www.joinmosaic.com
Mosaic Solar connects investors to high quality solar projects in its mission to open up clean
energy investing and fundamentally change the way energy is financed. The fundamentals of
solar makes it an attractive component of a diversified investment portfolio: reliable technology,
predictable energy output, and stable cash flows. Every Mosaic project is carefully vetted and
structured to minimize risk while maximizing benefits to investors and to the planet.

47 KW on Youth Employment Partnership,
Oakland, CA
Yield: 6.38%
Term: 60 months
100% funded
$40,325 invested
55 kW on an Affordable Housing Complex in Corte
Madera, CA
Yield: 4.5%
Term: 109 months
100% funded
$40,350 invested

102 kW on an Affordable Housing Complex in San
Bruno, CA
Yield: 4.5%
Term: 109 months
100% funded
$92,250 invested

CalCEF: California Clean Energy Funds Initiative www.calcef.org
When the BAIII approached CalCEF to be included in the model infrastructure portfolio, the
CalCEF team was managing and had invested $30 million in 25-30 companies through three
venture capital firms. Given its mission to jump-start cleaner energy and clean-tech solutions
through early stage and venture capital, it was devoted to encouraging new technologies.
CalCEF also had an Angel network syndicate to invest alongside, and an ‘evergreen’ mutual fund
for other outsiders’ participation, bringing its total assets under management to about $50 million.
Those funds reached their 10+ years and were distributed. CalCEF is looking to solve the three
major pain points in the ecosystem of new technology development and finance:
1. Having capital at the earliest stages for new ideas emerging from labs so CalCEF started
a program called CalSEED
2. Better incubation and resources to help companies accelerate their technologies, with
collaboration among 20 countries, called New Energy Nexus
3. Help the Batteries technologies by connecting early stage startups, larger more
resourced companies, and the Department of Energy Labs in the Bay Area at Berkeley,
Livermore, and Stanford’s LInear Accelerator.
4. A new fund is under consideration at CalCEF, and the BAIII would hope to include it in a
future portfolio.

Bay Area Public Private Partnerships are transforming the Bay Area. From Hunters Point and
Bay Meadows to the Presidio and the Grand Boulevard, we see examples of solutions and
collaboration around the Bay Area. Investors, public policy makers, private enterprises and
philanthropic interests can come together to share in the creation of the future we want.
Building a Bay Area Impact Investing Infrastructure portfolio would include participating in a
variety of financing opportunities in housing, transit, renewable power, water management and
climate change consequences.
Presidio Trust: A remarkable Bay Area public private partnership example
The Presidio of San Francisco is managed by two federal agencies in partnership: 300 acres
along the coast are managed by the National Park Service, while the rest of the Presidio, 1,191
acres, is managed by the Presidio Trust. Both agencies work in close collaboration with the
Golden Gate National Parks Conservancy, a non-profit organization that provides indispensable
philanthropic and programmatic support.
The Presidio Trust is an unusual federal agency. In our founding bipartisan legislation, Presidio
Trust Act, the Trust was charged with operating the park without taxpayer support. Funds earned
through leasing homes and workspaces and operating hotels, a golf course, and venues are used
for park management and upkeep.
Over the past two decades, the Trust and our partners have converted this former military post
into a welcoming national park in an urban area. The Presidio is home to a large community of
residents and tenants, and offers unique recreation, hospitality, and educational opportunities to
people throughout the San Francisco Bay Area and the world.

The Presidio: Guardian of the Golden Gate

The Grand Boulevard Initiative: www.GrandBoulevard.net
The Grand Boulevard is a collaboration of 19 cities, counties, local and regional agencies united
to improve the performance, safety and aesthetics of El Camino Real. Starting at the northern
Daly City city limit (where it is named Mission Street) and ending near the Diridon Caltrain Station
in central San Jose (where it is named The Alameda), the initiative brings together for the first
time all of the agencies having responsibility for the condition, use and performance of the street.
The Vision: El Camino Real will achieve its full potential as a place for residents to work, live,
shop and play, creating links between communities that promote walking and transit and an
improved and meaningful quality of life.
The Grand Boulevard Challenge: El Camino Real through San Mateo and Santa Clara counties:
El Camino Real will become a “grand
boulevard of meaningful destinations”
shaped by all the cities along its length
and with each community realizing its full
potential to become a destination full of
valued places.

To move from this:

To this:

The Grand Boulevard Task Force is a broad federation of interested public and private parties
that challenges communities to rethink the corridor’s potential for housing and urban
development, balancing the need for cars and parking with viable options for transit, walking and
biking.
Stretching from Daly City to San Jose, the vision is of a boulevard that connects communities by
a mix of land uses designed to attract people. Cities are encouraged to design for neighborhoods
that include high quality building designs and diverse land uses, preserve historic buildings and
places, and enhance our economic and cultural diversity, with the broad involvement of residents,
workers and local businesses. Rail stations and bus facilities are valued not only as vital
transportation services, but as public gathering places and assets to spur transit oriented
development. Roadway improvements will be context sensitive while continuing to meet the need
to move people and commerce and preserve environmental resources. Above all, change will
recognize and incorporate our history and create a sense of community.
The Grand Boulevard initiative will succeed only with the enthusiastic support of public agencies,
leading businesses, non-profit agencies, neighborhoods and community advocates. The Task
force endeavors to coordinate planning efforts, develop incentives and other mechanisms, and
secure funding to make this vision a reality.

BAIII Private Equity Portfolio
As a job creating machine, the Silicon Valley leads the world with its history of start-ups,
entrepreneurs, venture capital, and phenomenal regional growth. In an environment of
academic and business wealth, the culture of Silicon Valley has come from both intense
competition and remarkable collaboration. An ecosystem has grown to include incubators and

accelerators for new companies, pre-seed and angel funding networks, venture capitalists who
specialize in high risk/ high impact ideas, and investors of all sorts embracing private equity as
an asset class.
The BAIII multi-manager private equity portfolio would invest in local companies through local
expert managers. As an example, earlier in the 2000’s, the Bay Area Council raised $75 million
to invest in new companies in low-to-moderate income neighborhoods to create jobs locally.
Pacific Community Ventures is a CDFI that provides small business loans to local companies in
underserved communities, as well as technical mentoring and assistance.

The Bay Area is the global center for private equity investing, providing opportunities to invest
throughout the range of risk/return/liquidity and impact goals. The Bay Area private equity
ecosystem is rich in investable opportunities, experts in growing companies, long term capital,
and big ideas. The BAIII private equity portfolio would be based on local investments that
provide a positive social or environmental impact in the Bay Area alongside strong financial
returns.
Bay Area Council Equity Fund: 2004 – 2014
The Bay Area Equity Fund (BAEF) was a highly successful $75 million venture capital
fund. As a social impact private equity fund, it seeks to deliver market-rate venture capital
returns while enabling social and environmental improvement in the Bay Area’s low- to
moderate-income (LMI) neighborhoods. The fund invested in rapidly growing companies

located in target neighborhoods and can generate high quality jobs for residents in those
communities. Investments focused on rapidly growing technology, consumer products
and services, and health care companies. Since 2004, the fund has helped its portfolio
companies implement tailored social impact programs to encourage connections to the
communities from the earliest stages. The BAEF invested all $75 million of capital across
18 portfolio companies and is currently in the distribution phase. The BAEF’s investments
included: Tesla Motors, SolarCity, Revolution Foods, Pandora, Powerlight and Labcyte,
among others. Its significant accomplishments include
● Returned 24.4% IRR and 4.1 times cash-on-cash returns net to its limited
partners, as of December 31, 2014.
● Five IPOs and 4 acquisitions across the portfolio.
● Co-created a community participation program based on shared value principles
with each portfolio company, including financial literacy training, English as
second language classes, music education and after-school programs for teens,
among others.
● Generated approximately 15,000 jobs, of which 4,422 were in the Bay Area, and
of which 2,218 were low- to moderate- income (or entry level) jobs.
● DBL Investors is a venture capital firm created from the spin-out of the Bay Area
Equity Fund I from JPMorgan in January of 2008.
● http://www.bayareacouncil.org/about-us/about-the-family-of-funds/#2

Pacific Community Ventures: Small Business Loans - the SAIL program
Pacific Community Ventures (PCV) is a CDFI whose mission is to create jobs and
economic opportunities for small businesses located in or hiring from lower income
communities. To achieve this end, our Small Business Advising Integrated Lending Fund
(SAIL Fund) provides affordable small business loans from $50,000 to $200,000 to
high-growth California businesses that are creating quality jobs in underserved
communities. SAIL loans support businesses that pay living wages, offer benefits and
provide career opportunities to help workers in underserved communities thrive and be
successful.
SAIL small business loans are unique in that they integrate capital with expert-level
business advice throughout the full term of the loan to ensure the long-term success of
the borrower. SAIL borrowers meet with a PCV Advisor on a quarterly basis to make sure
the loan is being deployed sustainably and that the business continues to grow and
thrive. In addition to their quarterly meetings with a financial advisor, SAIL borrowers can
also work with small business advisors in a variety of areas, such as marketing, HR and
much more, as needed. PCV SAIL small business loans put businesses on a path to
ensure the long-term success of our borrowers.
● https://www.pacificcommunityventures.org/small-business-loans

Bay Area Super CD for Local Impact, Diversification and Deployment

Community banks and loan funds are designed to serve the community by providing capital to
organizations who don’t meet the standards of the bigger banks. They make loans to small
businesses and non-profit organizations and provide considerable technical assistance in
managing those loan funds to minimize default. They are very hands-on and careful in the
deployment of their assets, our deposits. Keeping deposits in community banks and loan funds
usually requires extra work to do the due diligence, diversification and deployment to these
smaller institutions. The BAIII could develop a family of CDFIs and partner with C-Note, a Bay
Area based start-up, that provides the structure to gather and deploy assets to a group of
prequalified, highly vetted local CDFIs, who can multiply that impact with their community
expertise.
By example, in Northern California, five non-profit economic development organizations came
together to form the California Finance Consortium (CFC) as a tool for expanding their own
missions and service areas, as well as a tool for lessening the lending gap that was choking off
growth for small business in the 21-county CFC region. Consistent with their community
development mission, the consortium will help member lenders deliver well-structured and
reasonably priced capital to healthy, growing small and medium-sized businesses in
underserved areas.
These CFC founding members represent 21 Northern California
counties and include 3CORE, Inc. (3CORE) in Chico, CA, Arcata
Economic Development Corporation (AEDC) In Eureka, CA,
Superior California Economic Development (SCED) in Redding,
CA, and Yuba-Sutter Economic Development Corporation
(YSEDC) in Yuba City, CA.
https://www.californiafinance.org/partners

In developing a Super CD for the Bay Area, we can use
technology to gather and deploy investments to our partner
CDFIs. Understandably, we would have to address some issues
such as the different levels of federal insurance and guarantees
that community banks have compared to community loan funds. This may make it difficult to
include all of the worthy candidates in one instrument. If we were to develop such a vehicle, it
would provide high levels of community impact alongside a strong savings/investment return
with little to no risk.. C-Note currently offers 2.5% for a 5 year note.
As an investment/savings/impact vehicle, this Super CD serves the place based investors with a
diversified group of high quality CDFIs in our region, whose various missions would complement
the values of the investors to invest locally for more sustainability, prosperity and resilience. For

the community banks and loan funds in the Bay Area, this ‘super CD-Note’ would serve as
another vehicle for raising assets.
Vision: to create an savings/deposit instrument that is accessible, can accept large sums, will
be a prudent investment (risk and return at appropriate levels) and contribute a positive impact
on the regional economy/environment/people.
These organizations were invited to discuss the concept for a Bay Area Super CD.:
Bay Area Impact Investing Initiative

www.baiii.org

C-Note

www.mycnote.com

Community Bank of the Bay Green Fund

www.bankcbb.com/bay-area-financing

Northern California Community Loan Fund

www.ncclf.org

New Resource Bank

https://newresourcebank.com/about-us

Pacific Community Ventures

www.pacificcommunityventures.org

Low Income Investment Fund

www.liif.org

Beneficial State Bank and Foundation

http://beneficialstate.org/impact

Bay Area Transit Oriented Affordable
Housing Development Fund

www.bayareatod.org

Conclusion: Regional/Place-Based Impact Investing works.
We believe that the San Francisco /Silicon Valley Bay Area has the right combination of wealth
pools, talent, innovative spirit and generous philanthropists to demonstrate that Place-Based
Impact Investing can bring private capital, public resources, philanthropic assets together to
build a better and stronger long term economic region. It seems appropriate that wealth pools
that have grown in our Bay Area could reinvest a small portion of their assets in our own region,
enhancing our economic resilience, prosperity and sustainability.
Collaboration and centralization, combined with transparency and stringent due diligence, can
provide the tools to invest – just a small portion of - our asset pools (retirement plans,
community and family foundation, corporate charitable assets and endowments) - into our local
economy.

For other mission themes or geographic regions, some of the asset classes suggested here for
the Bay Area may work better than other asset classes, according to their specific capacity for
impact. This 6 asset class model and collaborative Center can be adjusted to fit any impact and
financial goals the collective members define. Many of these collaboratives are springing up
around the country, generally focusing on creating jobs, social enterprises or small business
loans through shared efforts between civic and philanthropic leaders. Someday, in the not too
distant future, it will be the norm to know “what my money is doing”. If we build the bridge to
that investing future, we can change how we invest today.

