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California Pensions Could Face New Alternative

Investment Disclosure Requirements
By Holly Loftis and Max J. Rosenberg

Proposed legislation in California, if passed, would require California’s public pension plans — including
CalPERS and CalSTRS, two of the largest public pension plans in the United States — to disclose
additional information about their respective private equity, real asset, private debt and hedge fund
investments.

The Private Equity Sunshine Act (SB 1319) was presented to the California Senate Judiciary Committee
on April 14 and passed with bipartisan support and no formal opposition.* The bill will now be presented
to the California Senate Committee on Appropriations.?

Under proposed SB 1319, a California public pension plan would be required to disclose certain new
information that has not historically been subject to public disclosure:

1. Total Commitments/Contributions: The total amount of commitments and cash contributions
made by all investors to the alternative investment vehicle (in addition to the commitment and
cash contributions made by the public plan).

2. Names of GP/Manager Owners: The name of each general partner or manager of the
alternative investment vehicle and of each person with a direct or indirect interest in such
general partner or investment manager.

3. Benchmark Comparison: Performance information for the plan’s alternative assets compared to
performance of certain public market benchmarks.

4. Term Extensions: For each alternative investment vehicle that remains active beyond the end of
its originally stated term, the basis for continued operation, the current value of assets of the
alternative investment vehicle and the amount of any management fees, carried interest or other
expenses continuing to be charged to the fund on an annual fiscal year-end basis.

5. Continuation Fund: Any continuation fund, asset rollover or transfer, or similar transaction
involving assets previously held by the alternative investment vehicle, including the financial
terms of any such continuation fund or transaction, management fees and the valuations of the
assets involved in the transaction.
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6. Employee Disclosures: In certain cases, information about the underlying assets held by
investment vehicles the pension invests in, including the identity, geographic location and
number, and classification of employees at each location.

7. Debt Funds: With respect to alternative investment vehicles with debt investments, the number
and aggregate dollar value of loans valued by the alternative investment vehicle at less than 75%
of face value if originated by the alternative investment vehicle, or less than 75% of cost to the
alternative investment vehicle if purchased, and a list of third-party rating agencies hired by the
alternative investment vehicle to assign ratings to the loans.3

In many cases, these new reporting obligations extend beyond the customary flow of information from
managers of alternative investment funds to their investors, and more importantly, from pension plans to
the public — and may touch on sensitive information both inside fund managers and inside underlying
portfolio companies.

As this proposed legislation advances through California’s lawmaking process, it is expected that private
fund industry groups may comment on the bill given its potential impacts across the industry.

Paul Hastings will continue to monitor the status of the bill and provide updates that may impact private
fund managers.

Associate Helen Formoso-Murias contributed to this client alert.
> <<

If you have any questions concerning these developing issues, please do not hesitate to contact any of the
following Paul Hastings lawyers:

Investment Funds & Private Capital Co-Chairs

Amanda Persaud Michael R. Rosella Joshua H. Sternoff
+1-212-318-6200 +1-212-318-6800 +1-212-318-6011
amandapersaud@paulhastings.com mikerosella@paulhastings.com joshsternoff@paulhastings.com
Diala Minott

+44-20-3023-5181
dialaminott@paulhastings.com
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Select Investment Funds & Private Capital Partners and Of Counsel

Serge Todorovich
+1-212-318-6645
sergetodorovich@paulhastings.com

Arthur L. Zwickel
+1-213-683-6161
artzwickel@paulhastings.com

Joshua Cohen Michael R. Rosella
+1-312-499-6057 +1-212-318-6800
joshuacohen@paulhastings.com mikerosella@paulhastings.com
Yousuf I. Dhamee Max J. Rosenberg
+1-213-683-6179 +1-212-318-6229
yousufdhamee@paulhastings.com maxrosenberg@paulhastings.com
Rachael Hashmall Joshua Sternoff

+1-212-318-6230 +1-212-318-6011

rachaelhashmall@paulhastings.com joshsternoff@paulhastings.com

Scott Gluck
+1-212-318-6610
scottgluck@paulhastings.com

David A. Hearth Rachel X. Shepardson Jacqueline A. May
+1-415-856-7007 +1-212-318-6627 +1-212-318-6282
davidhearth@paulhastings.com rachelshepardson@paulhastings.com jacquelinemay@paulhastings.com
Amanda Persaud Ryan Swan Thomas Peeney
+1-212-318-6200 +1-312-499-6080 +1-212-318-6282

amandapersaud@paulhastings.com ryanswan@paulhastings.com

Anna Rips
+1-212-318-6037
annarips@paulhastings.com

Fund Finance Co-Chairs

Eric Schwitzer Holly Loftis
+1-212-318-6431 +1-512-671-0041
ericschwitzer@paulhastings.com hollyloftis@paulhastings.com

jacquelinemay@paulhastings.com
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Select Fund Finance Partners and Of Counsel

Danyeale Leagh Chung
+1-980-560-7219
danyealechung@paulhastings.com

Jennifer Passagne
+44-20-3986-1266

Erec R. Winandy
+1-972-936-7452

jenniferpassagne@paulhastings.com erecwinandy@paulhastings.com

Brian Kettmer
+1-980-560-7218
briankettmer@paulhastings.com

Aleks Kopec
+1-980-560-7220
alekskopec@paulhastings.com

Jaime Madell
+1-212-318-6029
jaimemadell@paulhastings.com

Mark A. Nesdill
+1-980-560-7221
marknesdill@paulhastings.com
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Bailey Pham
+1-972-936-7451
baileypham@paulhastings.com

Eric Schwitzer
+1-212-318-6431
ericschwitzer@paulhastings.com

Matt Downer
+1-980-560-7227
mattdowner@paulhastings.com

Meghan O’Reilly
+1-980-560-7214
meghanoreilly@paulhastings.com

Lindsay R. Sparks
+1-415-856-7093
lindsaysparks@paulhastings.com

Katherine Tandler
+1-212-318-6895
katherinetandler@paulhastings.com

Olivia Stewart
+1-980-560-7217
oliviastewart@paulhastings.com

See: Bill Votes - SB-1319 California Public Records Act: public investment funds.
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Bill History - SB-1319 California Public Records Act: public investment funds.

3 Bill Text - SB-1319 California Public Records Act: public investment funds.
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