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Recommendation to take an OPPOSE UNLESS AMENDED position on 
Assembly Bill 2833 (Cooley).

SUBJECT:

CLA RECOMMENDATION: Adopt an OPPOSE UNLESS AMENDED position on Assembly 
Bill 2833 (Cooley), to increase the disclosure requirements on alternative investment vehicles 
used by public pension funds and to seek amendments that would ensure the measure does not 
conflict with public pension funds’ plenary authority and fiduciary responsibility under the State 
Constitution.

SUMMARY
On February 19, 2016, Assembly Bill 2833 (Cooley) was introduced proposing to require every 
public investment fund that invests in “alternative investments” (private equity funds, hedge 
funds or absolute return funds) to disclose specified fees paid to the alternative investment 
vehicles. The bill defines alternative investment vehicles as limited partnerships, limited liability 
companies, or similar legal structures through which the alternative investments are made. The 
stated intent of AB 2833 is to “increase the transparency of fees paid by public investment 
funds” to these companies. AB 2833 would require the annual public disclosure of the following 
information:

1. The fees and expenses that the public pension fund pays directly to the alternative 
investment vehicle, fund manager or related parties;

2. The fees and expenses that are paid from the alternative investment vehicle, including 
carried interest to the fund manager or related parties;

3. The fees and expenses paid by. the portfolio companies held within the alternative 
investment vehicle to the fund manager or related parties;

4. The gross and net rate of return of each alternative investment vehicle since inception; and
5. Any additional information relating to alternative investments that the California Public 

Records Act requires public pension or retirement systems to disclose [Government Code 
Section 6254.26 (b)].

AB 2833 was sponsored by the California State Treasurer who states that “Every dollar that is 
paid to the general partner of an alternative investment vehicle is one less dollar in the funds of 
California’s public pension plans.” The Treasurer believes that this bill would increase the
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information provided to investment fund trustees so that they can assess the true cost of these 
alternative investment vehicles when making investment choices.

City Pension Boards’ Actions
The Board of Administration of the Los Angeles City Employees’ Retirement System 
(LACERS) and the Board of Fire and Police Pension Commissioners (LAFPP) both recommend 
that the City of Los Angeles oppose AB 2833.

The LAFPP staff report to its Board expressed concerns that AB 2833 would “require disclosure 
of sensitive information regarding the underlying position(s) of private equity funds” which are 
considered proprietary information. According to the LAFPP, requiring such disclosures will 
“most likely increase the number of private equity funds” that will make the decision to exclude 
public pension plan investments in the LAFPP. Currently, the LAFPP has over three hundred 
private equity funds.

Similarly, the LACERS staff report to its Board states that “the bill, as written, could pose 
significant harm to LACERS, other California public pension systems, and their respective 
jurisdictions” due to the disclosure requirements. According to LACERS, if AB 2833 is enacted, 
the number of private equity firms that would exclude investment in LACERS would “most 
likely increase.” These restrictions could trigger a decline in the assumed investment earnings 
assumptions for LACERS since “private equity investments have comparatively been a 
consistently well-returning asset class.”

Both LACERS and the LAFPP recommend that this measure be amended to ensure consistency 
with the plenary authority and fiduciary responsibilities of public pension fund boards in 
California State Constitution, Article XVI, Section 17, which states, in part:

“Notwithstanding any other provisions of law or this Constitution to the contrary, the retirement 
board of a public pension or retirement system shall have plenary authority and fiduciary 
responsibility for investment of moneys and administration of the system, subject to all of the 
following:

“(a) The retirement board of a public pension or retirement system shall have the sole and 
exclusive fiduciary responsibility over the assets of the public pension or retirement 
system. The retirement board shall also have sole and exclusive responsibility to 
administer the system in a manner that will assure prompt delivery of benefits and related 
services to the participants and their beneficiaries. The assets of a public pension or 
retirement system are trust funds and shall be held for the exclusive purposes of 
providing benefits to participants in the pension or retirement system and their 
beneficiaries and defraying reasonable expenses of administering the system.
“(b) The members of the retirement board of a public pension or retirement system shall 
discharge their duties with respect to the system solely in the interest of, and for the 
exclusive purposes of providing benefits to, participants and their beneficiaries, 
minimizing employer contributions thereto, and defraying reasonable expenses of 
administering the system. A retirement board's duty to its participants and their 
beneficiaries shall take precedence over any other duty.”



Attached are copies of the staff reports to both pension Boards. The LAFPP Board took action 
on May 19,2016 and the LACERS Board took action on May 24,2016. Since that time, CLA 
staff has been following this measure closely and discussing with the General Managers of 
LACERS and LAFPP the latest amendments to AB 2833 to determine if their respective 
department concerns have been addressed. While many of LACERS’ and the LAFPP’s issues 
were addressed in subsequent amendments to AB 2833, as requested by the California Public 
Employees’ Retirement System (CalPERS), both General Managers continue to express concern 
that the bill does not include standard language regarding public pension funds’ plenary authority 
and fiduciary responsibility over their respective funds. We note that CalPERS also requested 
insertion of such language noting public pension funds’ plenary authority and fiduciary 
responsibilities, but that amendment was not accepted by the bill’s sponsors. Amending AB 2833 
in this manner would have ensured that both the LAFPP and LACERS Boards are not unduly 
restricted in fulfillment of their constitutional responsibilities by the disclosure requirements of 
AB 2833.

Prior City Council Action
The City Council is on record in support of greater transparency in government as well as greater 
controls on banking and investment expenses. This includes such policies as the Responsible 
Banking Ordinance (CF 09-0234 - Ordinance No. 182138), endorsement of the “No Small Fees” 
report and efforts to renegotiate excessive bank fees related to interest swaps (CF 14-0566), and 
an extensive review of the City’s pension funds’ use of “placement agents and all other third- 
party marketers” when awarding investment management and investment consulting contracts 
(CF 09-1123). The rationale provided by both LACERS and the LAFPP expresses concerns that 
decreased investment options could impact their investment returns and, in turn, the City’s 
General Fund contribution requirements. The City Council has, on multiple occasions, 
questioned representatives of both systems about their efforts to improve their respective 
portfolio rates of return. The amendments requested by LACERS and the LAFPP, if 
incorporated into AB 2833, would provide a balanced approach to ensure transparency in 
reporting while protecting the plenary authority and fiduciary responsibilities placed on public 
pension fund boards by the California Constitution. The CLA, therefore, recommends that, the 
City Council concur with LACERS and the LAFPP’s recommendation to oppose AB 2833, 
unless amended to add language reinforcing public pension funds’ plenary authority and 
fiduciary responsibilities.

According to the Senate Floor analysis of this measure, the following have been verified in 
support of AB 2833:

California State Treasurer (source)
American Federation of State, County and Municipal Employees, AFL-CIO 
California F ederation of T eachers 
California Nurses Association
UNITE E1ERE! (union representing hotel, food service, laundry, warehouse, and casino gaming 
workers)

The Senate Rules Committee analysis of this bill states that no verified opposition to AB 2833 
had been filed with the Committee by August 2, 2016.



DEPARTMENTS NOTIFIED
Los Angeles City Employees’ Retirement System (LACERS) 
Los Angeles Fire and Police Pensions System (LAFPP)

BILL STATUS
2/19/16
4/20/16

AB 2833 Introduced.
Passed the Assembly Public Employees, Retirement, and Social Security 
Committee (7-0)
Passed the Assembly Appropriations Committee (20-0).
Passed the Assembly (80-0)
Passed Senate Committee on Public Employment and Retirement (5-0) 
Forwarded from Senate Appropriations Committee 
On Senate Floor.

5/27/16
5/31/16
6/27/16
8/1/16
8/2/16
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Roy R. 
Analyst
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Attachments: 1. Assembly Bill 2833
2. LACERS Staff report to the LACERS Board
3. LAFPP Staff report to the LAFPP Board.



AMENDED IN SENATE JUNE 21, 2016 

AMENDED IN ASSEMBLY APRIL 12, 2016 

AMENDED IN ASSEMBLY MARCH 28, 2016 

AMENDED IN ASSEMBLY MARCH 17, 2016

-2015-16 REGULAR SESSIONCALIFORNIA LEGISLATURE-

ASSEMBLY BILL No. 2833

Introduced by Assembly Member Cooley 
(Principal coauthor: Assembly Member Gatto)

February 19, 2016

An act to add Section 7514.7 to the Government Code, relating to 
retirement.

LEGISLATIVE COUNSEL’S DIGEST

AB 2833, as amended, Cooley. Public retirement systems: investment 
funds: disclosures.

The California Constitution commits to the retirement board of a 
public pension or retirement system plenary authority and fiduciary 
responsibility for investment of moneys and administration of the 
system. Existing law requires a retirement board to develop and 
implement a policy requiring disclosure of payments to placement 
agents, as defined, in connection with system investments in or through 
external managers that includes prescribed elements. Existing law 
requires disclosure of campaign contributions or gifts made by a 
placement agent to any member of a public pension retirement board, 
as specified. Existing law requires a public retirement system to obtain 
an actuarial valuation of the system not less than triennially and submit
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AB 2833 — 2 —

audited financial statements to the State Controller who then publishes 
a report on the financial condition of public retirement systems.

This bill, for new contracts entered into on and after January 1,2017, 
and for existing contracts for which a new capital commitment is made 
on or after January 1,2017, would require a public-pension or-retircmcnt 
system,-including that of the University of California, investment fund, 
as defined, to require alternative investment vehicles, as defined, to 
make specified disclosures regarding fees, expenses, and the gross and 
net rate of return carried interest in connection with these vehicles and 
the underlying investments, as well as other specified information, on
a.form.prescribed- by—the—system: information. Consistent with
requirements relating to public records, the bill would require a public
pension-or retirement system;..including that..o-f the—University of
California, investment fund to disclose the information received in 
connection with alternative investment-vchi elcs; vehicles and the gross 
and net rate of return of each alternative investment vehicle, as 
specified, at least once annually at a meeting open to the public. The 
bill would require a public investment fund to undertake reasonable 
efforts to obtain the above-mentioned information for any existing 
contract for which the public investment fund has not made a new capital 
commitment on or after January 1, 2017. The bill would make a 
statement of legislative intent. Because this bill would impose new 
requirements on local entities relating to the collection of information 
and its presentation at an open meeting, it would impose a 
state-mandated local program.

The California Constitution requires local agencies, for the purpose 
of ensuring public access to the meetings of public bodies and the 
writings of public officials and agencies, to comply with a statutory 
enactment that amends or enacts laws relating to public records or open 
meetings and contains findings demonstrating that the enactment furthers 
the constitutional requirements relating to this purpose.

This bill would make legislative findings to that effect.
The California Constitution requires the state to reimburse local 

agencies and school districts for certain costs mandated by the state. 
Statutory provisions establish procedures for making that reimbursement.

This bill would provide that no reimbursement is required by this act 
for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes. 
State-mandated local program: yes.
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3 — AB 2833

The people of the State of California do enact as follows:

SECTION 1. It is the intent of the Legislature in enacting this
2 section to increase the transparency of fees paid by public pension
3 investment funds to alternative investment vehicles. Pension Public

1

4 investment funds pay significant fees to alternative investment
5 vehicles and do not have sufficient information regarding the
6 character and amount of those fees. As fiduciaries, public
7 investment fund trustees have a duty to maximize investment
8 returns in order to ensure promised benefits are adequately funded
9 and to minimize taxpayer costs. Because fees paid to alternative

10 investment vehicles reduce returns, public investment fund trustees
11 need to be able to see and understand all of the fees they are
12 charged.

SEC. 2. Section 7514.7 is added to the Government Code, to13
14 read:
15 7514.7. (a) Every public pension or retirement system,
16 including that of the University ofC-alifemia, investment fund shall
17 require each alternative investment vehicle in which it invests to
18 make the following-disclosures, -at least-annually, and on -a.form
19 prescribed by-t-hc system: disclosures at least annually:
20 (1) The fees and expenses that public
21 investment fund pays directly to the alternative investment vehicle,
22 the fund manager, or related parties.
23 (2) The public investment fund's pro rata share of fees and
24 expenses not included in paragraph (1) that are paid from the
25 alternative investment vehicle, including carried interest, vehicle
26 to the fond manager or related parties. The public investment fund
27 may independently calculate this information based on information
28 contractually required to be provided by the alternative investment
29 vehicle to the public investment fund. If the public investment fund
30 independently calculates this information, then the alternative
31 investment vehicle shall not be required to provide the information
32 identified in this paragraph.
33 (3) The public investment fund's pro rata share of carried
34 interest distributed to the fund manaqer or related parties.
35 (3)

(4) The public investment fund's pro rata share of aggregate
companies

36
37 fees and expenses paid by all

95



— 4AB 2833

1 held within the alternative investment vehicle to the fund manager
2 or related parties.
3 (4) The.gross--and-net.. rate of return of..each alternative
4 investment-vehicle since inception.
5 (5) Any additional information described in subdivision (b) of
6 Section 6254.26.
7 (b) Every public pension or retirement system, including that
8 of the University-of Galifemia; investment fund shall disclose the
9 information provided pursuant to subdivision (a) at least once

10 annually in a report presented at a meeting open to the public. The
11 public investment fund's report required pursuant to this
12 subdivision shall also include the gross and net rate of return of
13 each alternative investment vehicle, since inception, in which the
14 public investment fund participates. The public investment fund
15 may report the gross and net rate of return and information
16 required by subdivision (a) based on its own calculations or based
17 on calculations provided by the alternative investment vehicle.
18 (c) For purposes of this section:
19 (1) “Alternative investment” means an investment in a private
20 equity fund, venture fund, hedge fund, or absolute return fond.
21 (2) “Alternative investment vehicle” means the limited
22 partnership, limited liability company, or similar legal structure
23 through which a public pension.or retirement system, including
24 the- University of California; investment fund invests in an
25 alternative investment.
26 (3) “Fund manager” means the general partner, managing
27 manager, adviser, or other person or entity with primary investment
28 decisionmaking authority over an alternative investment vehicle
29 and related parties of the fond manager.
30 (4) “Carried interest” means any share of profits from an

distributed to a fond
manager, general partner, or related parties, including

33 allocations of alternative investment vehicle profits received by a
34 fond manager in consideration of having waived fees
35 manager it might otherwise have been entitled to receive.
36 (5)
37 investments made by the alternative investment vehicle.
38 (6) "Gross rate of return" means the internal rate of return for
39 the alternative investment vehicle prior to the reduction of fees
40 and expenses described in subdivision (a).

31 alternative investment vehicle that i
32

companies "means individual portfolio
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— 5 AB 2833

(7) "Public investment fund ” means any fund of any public
2 pension or retirement system, including that of the University of
3 California.

1

(8) "Operational person " means any operational partner, senior
5 advisor, or other consultant or employee whose primary activity
6 for a relevant entity is to provide operational or back office support 
1 to any portfolio company of any alternative investment vehicle, 
8 account, or fund managed by a related person.

(9) "Related person " means any current or former employee,
10 manager, or partner of any related entity that is involved in the
11 investment activities or accounting and valuation functions of the
12 relevant entity or any of their respective family members.

(TO) "Related party " means:
(A) Any related person.
(B) Any operational person.
(C) Any entity more than 10 percent of the ownership of which

17 is held directly or indirectly, whether through other entities or
18 trusts, by a related person or operational person regardless if the
19 related person or operational person participates in the carried
20 interest received by the general partner or the special limited
21 partner.

4

9

13
14
15
16

(D) Any consulting, legal, or other service provider regularly
23 engaged by portfolio companies of an alternative investment
24 vehicle, account, or fund managed by a related person and that
25 also provides advice or services to any related person or relevant
26 entity.

22

(11) "Relevant entity " means the general partner, any separate
28 carry vehicle, the investor advisor, any of the investment advisor s
29 parent or subsidiary entities, or any similar entity related to any
30 other alternative investment vehicle, account, or fund advised or

27

31 managed by any current or former related person.
(d) (1) This section shall apply to all new contracts

33 entered into, extcndedr-rcnewed, or.amended public investment
34 fund enters into on or after January 1, 2017. 2017, and to all
35 existing contracts pursuant to which the public investment fund
36 makes a new capital commitment on or after January 1, 2017.

(2) With respect to existing contracts not covered by paragraph
38 (1), the public investment fund shall undertake reasonable efforts
39 to obtain the information described in subdivision (a) and comply

32

37
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— 6AB 2833

1 with the reporting requirements contained in subdivision (b) with
2 respect to any information obtained after January 1, 20 77.

SEC. 3. The Legislature finds and declares that Section 2 of
4 this act, which adds Section 7514.7 to the Government Code,
5 furthers, within the meaning of paragraph (7) of subdivision (b)
6 of Section 3 of Article I of the California Constitution, the purposes
7 of that constitutional section as it relates to the right of public
8 access to the meetings of local public bodies or the writings of
9 local public officials and local agencies. Pursuant to paragraph (7)

10 of subdivision (b) of Section 3 of Article I of the California
11 Constitution, the Legislature makes the following findings:

The information in the disclosures required under subdivisions
13 (a) and (b) of Section 7514.7 of the Government Code is necessary
14 to ensure public confidence in the integrity of investments made
15 by retirement boards pursuant to alternative investment vehicles. 

SEC. 4. No reimbursement is required by this act pursuant to
17 Section 6 of Article XIII B of the California Constitution because
18 the only costs that may be incurred by a local agency or school
19 district under this act would result from a legislative mandate that
20 is within the scope of paragraph (7) of subdivision (b) of Section
21 3 of Article I of the California Constitution.

3

12

16

O
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LOS ANGELES CITY EMPLOYEES' 
RETIREMENT SYSTEM

Report to Board of Administration

Agenda of: MAY 24, 2016

From: Thomas Moutes, General Manager ITEM: IV-D

SUBJECT: PROPOSED LEGISLATION: ASSEMBLY BILL 2833 AND POSSIBLE BOARD
ACTION

Recommendation:

That the Board recommend that the City oppose the passage of Assembly Bill 2833 Public Retirement 
Systems: Funds: Disclosures (AB 2833) and authorize the General Manager to communicate the 
Board’s position to the Office of the Chief Legislative Analyst.

Discussion:

Background
AB 2833, as amended, expresses the intent of the State Legislature to increase transparency of fees 
paid by public pension funds to alternative investment vehicles. It would require alternative investment 
vehicles (i.e., private equity funds) within LACERS’ investment portfolio (for contracts entered into, 
extended, renewed, or amended on or after January 1,2017) to disclose information regarding fees, 
expenses, gross and net rates of return of these vehicles and the underlying investments, as well as 
other specified information on a form prescribed by LACERS; LACERS would be required to disclose 
this information at least annually at a public meeting. AB 2833 defines an alternative investment as a 
private equity fund, venture fund, hedge fund, or absolute return fund. The bill defines an alternative 
investment vehicle as a limited partnership, limited liability company, or similar legal structure through 
which LACERS invests in an alternative investment.

Pursuant to AB 2833, alternative investment vehicles would be mandated to make the following 
specific disclosures:

The fees and expenses that LACERS pays directly to the alternative investment vehicle, fund 
manager or related parties;

1.

The fees and expenses that are paid from the alternative investment vehicle, including carried 
interest to the fund manager or related parties;

2.

The fees and expenses paid by the portfolio companies held within the alternative investment 
vehicle to the fund manager or related parties;

3.

1



4. The gross and net rate of return of each alternative investment vehicle since inception; and

5. Any additional information relating to alternative investments that the California Public Records 
Act requires public pension or retirement systems to disclose [Government Code Section 
6254.26 (b)];

Costs incurred by the local agency in order to comply with AB 2833 (including the collection and 
reporting of the required data) would not be reimbursed by the State pursuant to Section 6 of Article 
XIII B of the California Constitution.

Analysis
The stated intent of this bill is “to increase the transparency of fees paid by public pension funds to 
alternative investment vehicles.” It is difficult for a public agency like LACERS which has a 
demonstrated track record in favor of transparency, to make a recommendation to oppose a bill with 
such a stated intent; however the bill, as written, could pose significant harm to LACERS, other 
California public pension systems, and their respective jurisdictions. Due to public disclosure laws 
such as the California Public Records Act, there are several private equity funds that have excluded 
public pension plan investors within the State of California from investing in their respective funds. 
Passage of this law would most likely increase the number of private equity funds with such exclusions 
as the general partners would be required to disclose proprietary information. A further restriction in 
the private equity funds that public pension plans may be able to invest in is a problem when assumed 
investment earnings assumptions are declining and private equity investments have comparatively 
been a consistently well-returning asset class.

LACERS, as a member of the Institutional Limited Partnership Association (ILPA), continues to push 
for greater private equity fund fee transparency through ILPA’s Fee Reporting Template which, when 
completed by fund general partners, captures greater levels of granularity of partnership fees and 
expenses, contributions, distributions, and carried interest for its limited partners.

This report was prepared by Jimmy Wang, Investment Officer I, Investment Division.

RJ:BF:JW;ag

Attachment: Assembly Bill No. 2833 - As Amended in Assembly April 12, 2016
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ATTACHMENT

AMENDED IN ASSEMBLY APRIL 12,2016 

AMENDED IN ASSEMBLY MARCH 28, 2016 

AMENDED IN ASSEMBLY MARCH 17, 2016

■2015-16 REGULAR SESSIONCALIFORNIA LEGISLATURE-

ASSEMBLY BILL No. 2833

Introduced by Assembly Member Cooley

February 19, 2016

An act to add Section 7514.7 to the Government Code, relating to 
retirement.

LEGISLATIVE COUNSEL’S DIGEST

AB 2833, as amended, Cooley. Public retirement systems: funds: 
disclosures.

The California Constitution commits to the retirement board of a 
public pension or retirement system plenary authority and fiduciary 
responsibility for investment of moneys and administration of the 
system. Existing law requires a retirement board to develop and 
implement a policy requiring disclosure of payments to placement 
agents, as defined, in connection with system investments in or through 
external managers that includes prescribed elements. Existing law 
requires disclosure of campaign contributions or gifts made by a 
placement agent to any member of a public pension retirement board, 
as specified. Existing law requires a public retirement system to obtain 
an actuarial valuation of the system not less than triennially and submit 
audited financial statements to the State Controller who then publishes 
a report on the financial condition of public retirement systems.

This bill, for contracts entered into on and after January 1, 2017, 
would require a public pension or retirement system, including that of
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the University of California, to require alternative investment vehicles, 
as defined, to make specified disclosures regarding fees, expenses, and 
the gross and net rate of return in connection with these vehicles and

investments, as well as other specified 
information, on a form prescribed by the system. Consistent with 
requirements relating to public records, the bill would require a public 
pension or retirement system, including that of the University of 
California, to disclose the information received in connection with 
alternative investment vehicles, with other specified information, at 
least once annually at a meeting open to the public. The bill would make 
a statement of legislative intent. Because this bill would impose new 
requirements on local entities relating to the collection of information 
and its presentation at an open meeting, it would impose a 
state-mandated local program.

The California Constitution requires local agencies, for the purpose 
of ensuring public access to the meetings of public bodies and the 
writings of public officials and agencies, to comply with a statutory 
enactment that amends or enacts laws relating to public records or open 
meetings and contains findings demonstrating that the enactment furthers 
the constitutional requirements relating to this purpose.

This bill would make legislative findings to that effect.
The California Constitution requires the state to reimburse local 

agencies and school districts for certain costs mandated by the state. 
Statutory provisions establish procedures for making that reimbursement.

This bill would provide that no reimbursement is required by this act 
for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes. 
State-mandated local program: yes.

The people of the State of California do enact as follows:

the

SECTION 1. It is the intent of the Legislature in enacting this 
section to increase the transparency of fees paid by public pension 
funds to alternative investment vehicles. Pension funds pay 
significant fees to alternative investment vehicles and do not have 
sufficient information regarding the character and amount of those 
fees. As fiduciaries, public fund trustees have a duty to maximize 
investment returns in order to ensure promised benefits are 
adequately funded and to minimize taxpayer costs. Because fees 
paid to alternative investment vehicles reduce returns, public fund

2
3
4
5
6
7
8
9
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1 trustees need to be able to see and understand all of the fees they
2 are charged.

SEC. 2. Section 7514.7 is added to the Government Code, to3
4 read:
5 7514.7. (a) Every public pension or retirement system,
6 including that of the University of California, shall require each
7 alternative investment vehicle in which it invests to make the
8 following disclosures, at least annually, and on a form prescribed
9 by the system:

10 (1) The.annual fees and expenses that the retirement system
11 pays directly to the alternative investment -vchiele. vehicle, the
12 fund manager, or related parties.
13 (2)
14 that are paid from the
15 including carried interest, to
16 fund manager or related parties.
17 (3) The—annual fees and expenses paid by the portfolio
18 companies positions held within the alternative investment vehicle
19 to

fees and expenses not included in paragraph (1)
7 investment vehicle,

fete- fund manager or related
20 parties.

(4) The gross and net rate of return of each alternative 
22 investment vehicle since inception.

(5) Any additional information described in subdivision (b) of 
24 Section 6254.26.

21

23

(b) Every public pension or retirement system, including that
26 of the University of California, shall disclose
27 information provided pursuant to subdivision (a) at least once
28 annually in a report presented at a meeting open to
29 public.

25

30
31
32
33
34

(c) For purposes of this section:
(1) “Alternative investment” means an investment in a private 

37 equity fund, venture fund, hedge fund, or absolute return fUnd.
(2) “Alternative investment vehicle” means the limited

39 partnership, limited liability company, or similar legal structure
40 through whi

35
36

38

a public pension or retirement

96



ATTACHMENT
AB 2833 — 4

system system, including the University of California, invests in 
an alternative investment.

(3) "Fund manager" means the general partner, managing 
manager, adviser, or other person or entity with primary 
investment decisionmaking authority over an alternative investment 
vehicle and related parties of the fund manager.

1
2
3
4
5
6

(3)7
(4) “Carried interest” means-a any share of-the profits-ef from 

an alternative investment vehicle that is-due allocated to a fund
8
9

10 : partner, including allocations ofmanager or
alternative investment vehicle profits received by a fund manager 
in consideration of having waived fees that the fund manager might 
otherwise have been entitled to receive.

11
12
13

(5) "Portfolio positions " means individual portfolio investments 
made by the alternative investment vehicle.

(d) This section shall apply to contracts the system entered into, 
extended, renewed, or amended on or after January 1, 2017.

SEC. 3. The Legislature finds and declares that Section 2 of 
this act, which adds Section 7514.7 to the Government Code, 
furthers, within the meaning of paragraph (7) of subdivision (b) 
of Section 3 of Article I of the California Constitution, the purposes 
of that constitutional section as it relates to the right of public 
access to the meetings of local public bodies or the writings of 
local public officials and local agencies. Pursuant to paragraph (7) 
of subdivision (b) of Section 3 of Article 1 of the California 
Constitution, the Legislature makes the following findings:

The information in the disclosures required under subdivisions 
(a) and (b) of Section 7514.7 of the Government Code is necessary 
to ensure public confidence in the integrity of investments made 
by retirement boards pursuant to alternative investment vehicles.

SEC. 4. No reimbursement is required by this act pursuant to 
Section 6 of Article XIII B of the California Constitution because 
the only costs that may be incurred by a local agency or school 
district under this act would result from a legislative mandate that 
is within the scope of paragraph (7) of subdivision (b) of Section 
3 of Article I of the California Constitution.

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

O
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DEPARTMENT OF FIRE AND POLICE PENSIONS

701 E. 3rd Street, Suite 200 
Los Angeles, CA 90013 

(213) 279-3000
in i”.-1 Av-l

10$ AKGttl'S flBf fttiD POLICE PENSIONS I

REPORT TO THE BOARD OF FIRE AND POLICE PENSION COMMISSIONERS

DATE: MAY 19, 2016 ITEM: B.1

RAYMOND P. CIRANNA, GENERAL MANAGERFROM:

SUBJECT: RESPONSE TO PROPOSED LEGISLATION (SB 1353 AND AB 2833) FOR THE
CITY’S BILLS TRACKING SYSTEM AND POSSIBLE BOARD ACTION

RECOMMENDATION

That the Board:

1) Take no position regarding SB 1353, Public Employee Retirement Systems: Prohibited 
Investments; and

2) Oppose AB 2833, Public Retirement Systems: Funds: Disclosures; and

3) Direct the General Manager to communicate the Board’s position to the Office of the Chief 
Legislative Analyst.

DISCUSSION

In April 2016, staff received an electronic request from the City’s Bills Tracking System to provide 
a review, analysis and response to the Office of the Chief Legislative Analyst (CLA) regarding SB 
1353 - Public Employee Retirement Systems: Prohibited Investments, and AB 2833 - Public 
Retirement Systems: Funds: Disclosures.

SB 1353, Public Employee Retirement Systems: Prohibited Investments

Existing law prohibits the California Public Employees’ Retirement System (CalPERS) and the 
California State Teachers’ Retirement System (CalSTRS) Boards (Boards) from investing in 
Sudan and thermal coal companies, subject to the Boards’ plenary authority and fiduciary 
responsibility for investment of moneys and administration of the systems. SB 1353 would 
provide, in connection with these prohibitions, that actions failing to satisfy fiduciary 
responsibilities will require a recorded rollcall vote of the full Boards, following a presentation and 
discussion of findings in a properly noticed public hearing. The bill also requires that the proposed 
findings are made public 72 hours before the Boards’ consideration and that the findings and any 
public comments regarding adopted findings and determinations are included in the required 
reports to the Legislature.

According to the author of this bill, the intent is to ensure that state public retirement systems hold 
public board meetings and take a public vote prior to reinvesting in companies in which they are



otherwise statutorily prohibited from investing. SB 1353 would provide the public transparency 
concerning prohibited investments, specially related to Sudan and thermal coal companies.

Due to the fact that SB 1353 applies specifically to the Boards of CalPERS and CalSTRS only, 
staff recommends that the Board take no action regarding this bill.

AB 2833, Public Retirement Systems: Funds: Disclosures

Currently, LAFPP adheres to existing laws that apply to disclosing payments to placement agents 
and through its own Contractor Disclosure Policy, which predates state law. AB 2833, as 
amended, would require alternative investment vehicles within LAFPP’s portfolio to make specific 
disclosures regarding fees, expenses, the gross and net rate of return associated with these 
vehicles and the underlying investments, as well as other specified information on a form 
prescribed by the system (for contracts entered on or after January 1, 2017). Public pension or 
retirement systems must disclose the following information received related to alternative 
investment vehicles at least annually at a public meeting.

1. The fees and expenses that the retirement system pays directly to the alternative 
investment vehicle, fund manager or related parties.

2. The fees and expenses that are paid from the alternative investment vehicle, including 
carried interest to the fund manager or related parties.

3. The fees and expenses paid by the portfolio companies held within the alternative 
investment vehicle to the fund manager or related parties.

4. The gross and net rate of return of each alternative investment vehicle since inception.

5. Other information described in Government Code Section 6254.26 (b).

This bill would impose a state-mandated local program in which any fees incurred would not be 
reimbursed by the State.

Arguments in favor of AB 2833 are that it will increase the transparency of fees paid to alternative 
investment vehicles, including carried interest fees within a portfolio. Additionally, the bill would 
provide transparency concerning compensation paid to private equity managers with the ability to 
assess whether the amount of compensation is appropriate.

The argument against AB 2833 is that it would require disclosure of sensitive information 
regarding the underlying position(s) of private equity funds. These positions are considered 
proprietary information. Under existing State law, there are several private equity funds that have 
made the decision to exclude public pension plan investors within the State of California from 
investing in their respective funds due to disclosure requirements. Passage of this law will most 
likely increase the number of private equity funds with such restrictions. Additionally, the bill as 
currently drafted will require disclosure for all existing funds if there are any amendments to the 
limited partnership agreements.

Currently, our Fund has over three hundred private equity funds. Presently, we do not have the 
staff resources to prepare an annual report of this magnitude that includes all of the information as 
required in this bill.
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Staff therefore recommends that the Board oppose AB 2833 as currently drafted since it has the 
potential to limit future private equity investment opportunities and would require additional staffing 
and/or contractor resources.

The CLA is responsible for monitoring pending Federal and State legislation through the Bills 
Tracking System, and oversees City sponsorship or opposition to such legislation. Staff will 
submit a Bill Response Report to the CLA for each bill indicating the Board’s position and will 
continue to monitor AB 2833.

BUDGET

No impact at this time.

POLICY

No policy changes recommended at this time.

This report was prepared by:

Barbara Nobregas, Management Analyst II 
Communications & Education Section

RPC:JS:GM:CT:BHN

Attachment: Assembly Bill No. 2833 - As Amended in Assembly April 12, 2016
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ATTACHMENT 1

AMENDED IN ASSEMBLY APRIL 12, 2016 

AMENDED IN ASSEMBLY MARCH 28, 2016 

AMENDED IN ASSEMBLY MARCH 17, 2016

-2015-16 REGULAR SESSIONCALIFORNIA LEGISLATURE-

No. 2833ASSEMBLY BILL

Introduced by Assembly Member Cooley

February 19, 2016

An act to add Section 7514.7 to the Government Code, relating to 
retirement.

LEGISLATIVE COUNSEL’S DIGEST

AB 2833, as amended, Cooley. Public retirement systems: funds: 
disclosures.

The California Constitution commits to the retirement board of a 
public pension or retirement system plenary authority and fiduciary 
responsibility for investment of moneys and administration of the 
system. Existing law requires a retirement board to develop and 
implement a policy requiring disclosure of payments to placement 
agents, as defined, in connection with system investments in or through 
external managers that includes prescribed elements. Existing law 
requires disclosure of campaign contributions or gifts made by a 
placement agent to any member of a public pension retirement board, 
as specified. Existing law requires a public retirement system to obtain 
an actuarial valuation of the system not less than triennially and submit 
audited financial statements to the State Controller who then publishes 
a report on the financial condition of public retirement systems.

This bill, for contracts entered into on and after January 1, 2017, 
would require a public pension or retirement system, including that of
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AB 2833 2 —

the University of California, to require alternative investment vehicles, 
as defined, to make specified disclosures regarding fees, expenses, and 
the gross and net rate of return in connection with these vehicles and

investments, as well as other specified 
information, on a form prescribed by the system. Consistent with 
requirements relating to public records, the bill would require a public 
pension or retirement system, including that of the University of 
California, to disclose the information received in connection with
alternative investment vehicles,.with.other specified information, at
least once annually at a meeting open to the public. The bill would make 
a statement of legislative intent. Because this bill would impose new 
requirements on local entities relating to the collection of information 
and its presentation at an open meeting, it would impose a 
state-mandated local program.

The California Constitution requires local agencies, for the purpose 
of ensuring public access to the meetings of public bodies and the 
writings of public officials and agencies, to comply with a statutory 
enactment that amends or enacts laws relating to public records or open 
meetings and contains findings demonstrating that the enactment furthers 
the constitutional requirements relating to this purpose.

This bill would make legislative findings to that effect.
The California Constitution requires the state to reimburse local 

agencies and school districts for certain costs mandated by the state. 
Statutory provisions establish procedures for making that reimbursement.

This bill would provide that no reimbursement is required by this act 
for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes. 
State-mandated local program: yes.

the

The people of the State of California do enact as follows:

SECTION 1. It is the intent of the Legislature in enacting this 
secti on to increase the transparency of fees paid by public pension 
funds to alternative investment vehicles. Pension funds pay 
significant fees to alternative investment vehicles and do not have 
sufficient information regarding the character and amount of those 
fees. As fiduciaries, public fund trustees have a duty to maximize 
investment returns in order to ensure promised benefits are 
adequately funded and to minimize taxpayer costs. Because fees 
paid to alternative investment vehicles reduce returns, public fund

1
2
3
4
5
6
7

9
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— 3 AB 2833

1 trustees need to be able to see and understand all of the fees they
2 are charged.

SEC. 2. Section 7514.7 is added to the Government Code, to3
4 read:
5 7514.7. (a) Every public pension or retirement system,
6 including that of the University of California, shall require each
7 alternative investment vehicle in which it invests to make the
8 following disclosures, at least annually, and on a form prescribed
9 by the system:

10 (1)
11 pays directly to the alternative investment vehicle-: vehicle, the
12 fund manager, or related parties.
13 (2)
14 that are paid from the
15 including carried interest, to the alternative investment vehicle:
16 fund manager or related parties.
17 (3)

fees and expenses that the retirement system

and expenses not included in paragraph (1) 
alternative investment; investment vehicle,

fees and expenses paid by the portfolio 
alternative investment vehicle18

19 to the alternative investment vehicle, fund manager or related
20 parties.

(4) The gross and net rate of return of each alternative 
22 investment vehicle since inception.

(5) Any additional information described in subdivision (b) of 
24 Section 6254.26.

21

23

(b) Every public pension or retirement system, including that
26 of the University of California, shall disclose
27 information provided pursuant to subdivision (a) at least once
28 annually in a report presented at a meeting open to
29 public.

25

(1) The information received pursuant.to subdivision (a). The
31 disclosure of.This-information shall be-consistent with the
30

32 restrictions described in subdivision (a) of-Scctton 6254.26:
(2) The information.described.in subdivision (b).-of.Section33

34 62-54.2-6t
(c) For purposes of this section:
(1) “Alternative investment” means an investment in a private 

37 equity fund, venture fund, hedge fund, or absolute return fond.
(2) “Alternative investment vehicle” means the limited

39 partnership, limited liability company, or similar legal structure
40 through which the state or local a public pension or retirement

35
36

38
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AB 2833 — 4

system, including the University of California, invests in 
an alternative investment.

1
2

means the general partner, managing 
manager, adviser, or other person or entity with primary 
investment decisionmaking authority over an alternative investment 
vehicle and related parties of the fund manager.

(3) “Fund manager3 >y

4
5
6

(3)7
(4) “Carried interest” means-a any share of-fhe profits-©#from 

an alternative investment vehicle that is-due allocated to a fund 
manager or general-partner, partner, including allocations of 
alternative investment vehicle profits received by a fund manager 
in consideration of having waivedfees that the fund manager might 
otherwise have been entitled to receive.

(5) “Portfolio positions ” means individual portfolio investments 
made by the alternative investment vehicle.

(d) This section shall apply to contracts the system entered into, 
extended, renewed, or amended on or after January 1, 2017.

SEC. 3. The Legislature finds and declares that Section 2 of 
this act, which adds Section 7514.7 to the Government Code, 
furthers, within the meaning of paragraph (7) of subdivision (b) 
of Section 3 of Article I of the California Constitution, the purposes 
of that constitutional section as it relates to the right of public 
access to the meetings of local public bodies or the writings of 
local public officials and local agencies. Pursuant to paragraph (7) 
of subdivision (b) of Section 3 of Article I of the California 
Constitution, the Legislature makes the following findings:

The information in the disclosures required under subdivisions 
(a) and (b) of Section 7514.7 of the Government Code is necessary 
to ensure public confidence in the integrity of investments made 
by retirement boards pursuant to alternative investment vehicles.

SEC. 4. No reimbursement is required by this act pursuant to 
Section 6 of Article XIIIB of the California Constitution because 
the only costs that may be incurred by a local agency or school 
district under this act would result from a legislative mandate that 
is within the scope of paragraph (7) of subdivision (b) of Section 
3 of Articl e I of the California Constitution.
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CITY OF LOS ANGELES

BILL RESPONSE REPORT

DEPARTMENT/BUREAU/OFFICE BILL NO. AUTHOR

FIRE AND POLICE PENSIONS (LAFPP) AB 2833 Assembly Member Ken 
Cooley

PREPARED BY EXT. DATE AMENDED DATE

Gregory Mack (213)279-3141 4/25/2016 In Assembly 04/12/16, 
03/28/16, and 03/17/16

Public Retirement Systems: Funds: DisclosuresBILL SUBJECT/TITLE:

I. Describe the impact this bill will have on your department or the City, its program(s), and/or its constituency (state 
existing law or practice, a summary of the effect the bill will have on existing department operations, etc.).

AB 2833, as amended, would require alternative investment vehicles within LAFPP’s portfolio to make 
additional specific disclosures regarding fees, expenses, the gross and net rate of return associated with 
these vehicles and the underlying investments, as well as other specified information on a form prescribed 
by the system for contracts entered on or after January 1, 2017. Currently, LAFPP adheres to existing laws 
that apply to disclosing payments to placement agents and through its own Contractor Disclosure Policy, 
which predates state law.

This bill would impose a state-mandated local program requiring LAFPP to collect a vast amount of data 
relevant to alternative investment vehicles and present it at least annually at a public meeting, Any fees 
incurred by LAFPP would not be reimbursed by the State.

Give estimate of cost or savings to your department (include SB 90 reimbursements, if applicable).

Passage of this bill would necessitate additional staff resources to collect data and prepare the annual report 
required. An estimate of cost is unknown at this time.

II.

III. Arguments both “For” and “Against” this bill.

AB 2833 will increase the transparency of fees paid to alternative investment vehicles, 
including carried interest fees within a portfolio.
The bill would provide transparency concerning compensation paid to private equity managers 
and help to assess whether the amount of compensation is appropriate.
AB 2833 would require disclosure of sensitive information regarding the underlying position(s) 
of private equity funds. These positions are considered proprietary information.
Passage of this law will likely increase the number of private equity funds which exclude 
public pension plan investors due to disclosure requirements.
This bill, as currently drafted, will require disclosure for all existing funds if there are any 
amendments to the limited partnership agreements.
Currently, LAFPP has over three hundred private equity funds and does not have the staff 
resources to prepare an annual report of this magnitude that includes all of the information as 
required by this bill.____________________________________________________________

oFor:

o

Against: o

o

o

o

FOR CLA USE ONLY
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Program No. Position



Recommended position and justification:IV.

□ Support Oppose Q] Amend□ No Position

Describe reasons for recommended position (include relevant existing City legislative policy, and any proposed 
amendments in underline and strike out format).

LAFPP is opposed to AB 2833 as currently drafted since it has the potential to limit future private equity 
investment opportunities available to the System. This bill would require disclosure of sensitive information 
regarding the underlying position(s) of private equity funds. These positions are considered proprietary 
information. Under existing State law, there are several private equity funds that have made the decision to 
exclude public pension plan investors within the State of California from investing in their respective funds 
due to disclosure requirements.

The bill will require the disclosure for all existing funds if there are any amendments to the limited 
partnership agreements. Currently, LAFPP has over three hundred private equity funds. The department 
does not have the staff resources to prepare an annual report of this magnitude that includes all of the 
information as required by this bill.___________________________________________________________
V. Interested Parties:

Indicate any interest other departments or organizations may have on the bill. Also, list any contacts you made in 
preparing this information.

AB 2833 would affect the City’s other two pension systems: LACERS and WPERP. This bill is sponsored by 
California State Treasurer John Chiang, AFSCME Local 2399, and California Federation of Teachers.______



CITY OF LOS ANGELES

BILL RESPONSE REPORT

DEPARTMENT/BUREAU/OFFICE BILL NO. AUTHOR

FIRE AND POLICE PENSIONS SB 1353 Senator Richard Pan

PREPARED BY EXT. DATE AMENDED DATE

Gregory Mack (213) 279-3141 4/25/2016 In Senate 03/28/2016

Public Employee Retirement Systems: Prohibited InvestmentsBILL SUBJECT/TITLE:

I. Describe the impact this bill will have on your department or the City, its program(s), and/or its constituency (state 
existing law or practice, a summary of the effect the bill will have on existing department operations, etc.).

Existing law prohibits the California Public Employees’ Retirement System (CalPERS) and the California 
State Teachers’ Retirement System (CalSTRS) Boards (Boards) from investing in Sudan and thermal coal 
companies, subject to the Boards’ plenary authority and fiduciary responsibility for investment of moneys and 
administration of the systems. SB 1353 would provide, in connection with these prohibitions, that actions 
failing to satisfy fiduciary responsibilities will require a recorded rollcall vote of the full Boards, following a 
presentation and discussion of findings in a properly noticed public hearing. The bill requires that the 
proposed findings are made public 72 hours before the Boards’ consideration and that the findings and any 
public comments regarding adopted findings and determinations are included in the required reports to the 
Legislature.

II. Give estimate of cost or savings to your department (include SB 90 reimbursements, if applicable).

N/A

III. Arguments both “For” and “Against” this bill.

N/AoFor:

N/AAgainst: o
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Recommended position and justification:IV.

□ Support □ Oppose □ AmendNo Position

Describe reasons for recommended position (include relevant existing City legislative policy, and any proposed 
amendments in underline and 
No Position. This bill does not impact LAFPP.

format).

V. Interested Parties:

Indicate any interest other departments or organizations may have on the bill. Also, list any contacts you made in 
preparing this information.

This bill would affect the Boards of CalPERS and CalSTRS.


