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Board of Administration Agenda    

 

REGULAR MEETING 
 

TUESDAY, APRIL 9, 2019 
 

TIME:   10:00 A.M.  
 

MEETING LOCATION:  
 

LACERS Ken Spiker Boardroom 
202 West First Street, Suite 500 
Los Angeles, California 90012-4401 
 
Live Board Meetings can be heard at: (213) 621-CITY (Metro), 
(818) 904-9450 (Valley), (310) 471-CITY (Westside), and  
(310) 547-CITY (San Pedro Area). 
 
Sign Language Interpreters, Communication Access Real-
Time Transcription, Assistive Listening Devices, or other 
auxiliary aids and/or services may be provided upon request. 
To ensure availability, you are advised to make your request at 
least 72 hours prior to the meeting you wish to attend. Due to 
difficulties in securing Sign Language Interpreters, five or more 
business days’ notice is strongly recommended. For additional 
information, please contact: Board of Administration Office at 
(213) 473-7169. 

 
President:                      Cynthia M. Ruiz 
Vice President:    Elizabeth L. Greenwood 
 
Commissioners:            Elizabeth Lee 
  Sandra Lee 
                                      Nilza R. Serrano  
                                      Sung Won Sohn 
                                      Michael R. Wilkinson 
                                
Manager-Secretary:  Neil M. Guglielmo 
 
Executive Assistant: Ani Ghoukassian 
 

Legal Counsel: City Attorney’s Office 
                                     Retirement Benefits Division 
 
 

 

I. PUBLIC COMMENTS ON MATTERS WITHIN THE BOARD'S JURISDICTION 
 

II. APPROVAL OF MINUTES FOR REGULAR BOARD MEETING OF MARCH 26, 2019 AND 
POSSIBLE BOARD ACTION 
 

III. BOARD PRESIDENT VERBAL REPORT 
 

IV. GENERAL MANAGER VERBAL REPORT 
 

A. REPORT ON DEPARTMENT OPERATIONS 
 

B. UPCOMING AGENDA ITEMS 
 
V. RECEIVE AND FILE ITEMS 

 
A. BENEFITS PAYMENTS APPROVED BY GENERAL MANAGER 
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B. MARKETING CESSATION NOTIFICATION 
 

VI. COMMITTEE REPORT(S) 
 

A. AUDIT COMMITTEE VERBAL REPORT ON THE MEETING OF MARCH 26, 2019 
 

VII. BENEFITS ADMINISTRATION 
 

A. BOARD EDUCATION: KAISER PERMANENTE OVERVIEW 
 

VIII. BOARD/DEPARTMENT ADMINISTRATION 
 

A. DELEGATION OF CERTIFICATION AUTHORITY TO THE GENERAL MANAGER 
FOR STAFF-RELATED TRAVEL AND POSSIBLE BOARD ACTION 
 

IX. INVESTMENTS 
 

A. CHIEF INVESTMENT OFFICER VERBAL REPORT 
 

B. PRESENTATION BY TORREYCOVE, LLC REGARDING PRIVATE EQUITY 
INVESTMENT MANAGEMENT 

 
C. CONSIDERATION OF U.N. PRINCIPLES FOR RESPONSIBLE INVESTMENT 

SIGNATORY AND POSSIBLE BOARD ACTION 
 
X. DISABILITY RETIREMENT APPLICATION(S) 
 

A. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54957(b) TO 

CONSIDER THE DISABILITY RETIREMENT APPLICATION OF STANLEY BARR 

AND POSSIBLE BOARD ACTION  
 

XI. OTHER BUSINESS 
 

XII. NEXT MEETING: The next Regular meeting of the Board is scheduled for Tuesday, April 23, 
2019 at 10:00 a.m. in the LACERS Ken Spiker Boardroom, 202 West First Street, Suite 500, 
Los Angeles, CA 90012-4401. 
 

XIII. ADJOURNMENT 
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                                                  MINUTES OF THE REGULAR MEETING 
BOARD OF ADMINISTRATION 

LOS ANGELES CITY EMPLOYEES' RETIREMENT SYSTEM 
 

LACERS Ken Spiker Boardroom 
202 West First Street, Fifth Floor 

Los Angeles, California 
 

March 26, 2019 
 

10:04 a.m. 
 

PRESENT: President: Cynthia M. Ruiz 
 Vice President:                    Elizabeth L. Greenwood 
 
 Commissioners:                Elizabeth Lee 
  Nilza R. Serrano 
                                              Sung Won Sohn 
  Michael R. Wilkinson 
                                   
 Manager-Secretary:     Neil M. Guglielmo 
           

 Executive Assistant:  Ani Ghoukassian 
  

 Legal Counsel:            Anya Freedman 
 
ABSENT: Commissioner: Sandra Lee 
   
 

The Items in the Minutes are numbered to correspond with the Agenda.  
 

I 
 

PUBLIC COMMENTS ON MATTERS WITHIN THE BOARD’S JURISDICTION – President Ruiz asked 
if there were any persons who wished to speak on matters within the Board’s jurisdiction, to which there 
was no response and no public comment cards were received.   
   

II 
 
APPROVAL OF MINUTES FOR REGULAR BOARD MEETING OF MARCH 12, 2019 AND POSSIBLE 
BOARD ACTION – A motion to approve the Regular Board Meeting minutes of March 12, 2019 was 
moved by Vice President Greenwood, seconded by Commissioner Serrano, and adopted by the 
following vote:  Ayes, Commissioners Elizabeth Lee, Serrano, Sohn, Wilkinson, Vice President 
Greenwood, and President Ruiz -6; Nays, None. 

 
III 
 

BOARD PRESIDENT VERBAL REPORT – President Ruiz encouraged staff keep up the good work. 
 
 

IV 

 

Agenda of:  Apr. 9, 2019 
 
Item No:        II       

 
 

 
 

Item Number       II 



  2   

 
GENERAL MANAGER VERBAL REPORT   

 
A. REPORT ON DEPARTMENT OPERATIONS – Neil M. Guglielmo, General Manager discussed 

the following items: 
 

 Overview of C40 Divest-Invest Workshop. 

 Preliminary budget being presented to the Board. 

 Cultural Competency training for all LACERS staff. 

 LACERS providing Transparent California with requested reports. 

 Request from CAO regarding Neighborhood Council Budget Advocates for calendar year 2016. 

 Controller’s Office audit on excess benefits provided to LACERS with recommendations. 

 LACERS Wellness Extravaganza at California Endowment on March 28, 2019. 

 Recognized Karen Freire, Ferralyn Sneed, Ann Seales, and Taneda Larios for leading the efforts 
to prepare staff; including coordinating mock interviews for the Management Analyst exam. 
 

B. UPCOMING AGENDA ITEMS – Neil M. Guglielmo, General Manager, stated the following future 
agenda items: 

 

 April 9, 2019 Board – Board training on retiree health program on Kaiser health plans. 
 

V 
 

RECEIVE AND FILE ITEMS 
 
A. MONTHLY REPORT ON SEMINARS AND CONFERENCES FOR FEBRUARY 2019 – The 

report was received by the Board and filed. 
 

VI 
 

Vice President Greenwood left the Regular Meeting at 11:01 a.m. 
 

BOARD/DEPARTMENT ADMINISTRATION 
 
A. PROPOSED BUDGET, PERSONNEL, AND ANNUAL RESOLUTIONS FOR FISCAL YEAR 

2019-20  AND POSSIBLE BOARD ACTION – Dale Wong-Nguyen, Chief Benefits Analyst with 
Administrative Services, presented this item to the Board.  Commissioner Serrano moved 
approval, seconded by Commissioner Elizabeth Lee, and adopted by the following vote:  Ayes, 
Commissioners Elizabeth Lee, Serrano, Sohn, Wilkinson, and President Ruiz -5; Nays, None. 

 
VII 

 
CONSENT AGENDA 
 
A. TRAVEL AUTHORITY – RODNEY JUNE, CHIEF INVESTMENT OFFICER; CEM 

INVESTMENT BENCHMARKING CLIENT WORKSHOP, TORONTO, CANADA; APRIL 3 – 4, 
2019, AND POSSIBLE BOARD ACTION – Commissioner Serrano moved approval of the 
following Resolution: 
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TRAVEL AUTHORITY 

CEM BENCHMARKING CLIENT WORKSHOP 
APRIL 3-4, 2019 

TORONTO, CANADA 
 

RESOLUTION 190326-A 
 

WHEREAS, Board approval is required for all international travel requests;     
 
WHEREAS, the CEM Benchmarking Client Workshop in Toronto, Canada is international travel, 
and therefore requires approval; 
 
WHEREAS, the request to attend the CEM Benchmarking Client Workshop, a professional and 
educational conference which requires international travel, conforms to the LACERS Strategic Plan 
Board Governance Goal of upholding good governance practices which affirm transparency, 
accountability, and fiduciary duty; 
 
THEREFORE, BE IT RESOLVED, that Rodney June, Chief Investment Officer is hereby authorized 
to attend the CEM Benchmarking Client Workshop on April 3-4, 2019, in Toronto, Canada; 
 
BE IT FURTHER RESOLVED, that the reimbursement of up to $2,000 for Rodney June, Chief 
Investment Officer is hereby authorized for reasonable expenses in connection with participation 
and will be applied to the 2018-19 Fiscal Year budget. 
 
Which motion was seconded by Commissioner Elizabeth Lee, and adopted by the following vote:  
Ayes, Commissioners Elizabeth Lee, Serrano, Sohn, Wilkinson, and President Ruiz -5; Nays, None. 

 
VIII 

 
INVESTMENTS 
 
A. CHIEF INVESTMENT OFFICER VERBAL REPORT – Rod June, Chief Investment Officer, 

reported on the portfolio value, $17.254 Billion as of March 25, 2019.  Mr. June discussed the 
following items: 
 

 Investment Committee looked at Private Credit RFP finalists at the March 12, 2019 Investment 
Committee Meeting.  Staff will conduct due diligence as next step. 

 Active Small Cap Equities and Bank Loans High Yield Searches are due April 12, 2019. 

 Emerging Market Debt, Emerging Manager Small Cap, and Core Fixed Income Searches are 
upcoming. 

 Two core fixed income managers are on the watch list due to underperformance. 

 Staff attending Emerging Manager Conference sponsored by National Association of Securities 
Professionals on March 28, 2019 in Downtown, Los Angeles. 

 Investment Division held an Open House on March 19, 2019 for all LACERS staff to attend. 

 Investment Officer II Wilkin Ly promoted to Investment Officer III. 
 
President Ruiz adjourned the Regular Meeting at 11:30 a.m. for a break and reconvened the Regular 
Meeting at 11:37 a.m. 
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B. PRESENTATION BY CII REGARDING ESG INVESTING – Ken Bertch with CII presented this 

item to the Board. 
 
C. PRESENTATION BY NEPC, LLC OF THE PORTFOLIO PERFORMANCE REVIEW REPORT 

FOR THE QUARTER ENDING DECEMBER 31, 2018 – Carolyn Smith, Partner with NEPC, 
presented this item to the Board. 

 
D. REAL ESTATE FISCAL YEAR 2019-20 STRATEGIC PLAN AND POSSIBLE BOARD ACTION 

– Eduardo Park, Investment Officer I with Investments Division, Jennifer Young-Stevens, Partner 
and Felix Fels, Investment Associate with Townsend Group presented this item to the Board.  
Commissioner Serrano moved approval, seconded by Commissioner Wilkinson, and adopted 
by the following vote: Ayes, Commissioners Elizabeth Lee, Serrano, Sohn, Wilkinson, and 
President Ruiz -5; Nays, None. 

 
Items XI-A, XI-B, and XII taken out of order. 
 

XI 
 
COMMITTEE REPORT(S) 
 
A. INVESTMENT COMMITTEE VERBAL REPORT ON THE MEETING OF MARCH 12, 2019 – 

Commissioner Sohn reported that the Committee was presented with the Semi-Finalists of the 
Private Credit Investment Manager Search, Real Estate Strategic Plan, and a Closed Session 
item. 

 
B. BENEFITS ADMINISTRATION COMMITTEE VERBAL REPORT ON THE MEETING OF 

MARCH 26, 2019 – Commissioner Wilkinson reported that the Committee was presented with 
the 2020 Health Plan Contract Renewal Timeline and Health Plan Financial Dashboards. 

 
XII 

 
OTHER BUSINESS – Commissioner Serrano stated that she has received emails and phone calls 
regarding the LACERS Active Member Election campaign. 
 
President Ruiz adjourned the Regular Meeting at 12:52 p.m. to convene in Closed Session. 
 

VIII 
 

E. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.81 TO 
CONSIDER THE SALE OF ONE PARTICULAR, SPECIFIC PENSION FUND INVESTMENT  
AND POSSIBLE BOARD ACTION 
 

IX 
 

DISABILITY RETIREMENT APPLICATION(S) 
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A. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54957(b) TO 
CONSIDER THE DISABILITY RETIREMENT APPLICATION OF ELAINE BUTLER AND 
POSSIBLE BOARD ACTION  

 
X 
 

A. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.8 TO CONFER 
WITH REAL PROPERTY NEGOTIATOR AND POSSIBLE BOARD ACTION 

 
PROPERTY: 202 WEST FIRST STREET, LOS ANGELES, CA 90012; AGENCY 
NEGOTIATORS: JAMES N. TRAVERS, DENNIS SMITH NEGOTIATING PARTIES: LACERS, 
ONNI TIMES SQUARE UNDER NEGOTIATION: PRICE AND TERMS OF PAYMENT FOR 
PROPOSED LEASE 

 
B. CLOSED SESSION PURSUANT TO GOVERNMENT CODE SECTION 54956.9 (D)(4) TO 

CONFER WITH AND RECEIVE ADVICE FROM LEGAL COUNSEL REGARDING INITIATION 
OF LITIGATION (ONE CASE) AND POSSIBLE BOARD ACTION 

 
President Ruiz reconvened the Regular Meeting at 1:46 p.m. and announced that the Board 
unanimously approved the Disability Retirement Application of Elaine Butler and met with the real 
property negotiator.  

 
XIII 

 
NEXT MEETING – The next Regular meeting of the Board is scheduled for Tuesday, April 9, 2019 at 
10:00 a.m. in the LACERS Ken Spiker Boardroom, 202 West First Street, Suite 500, Los Angeles, CA 
90012-4401. 
 

XIV 
 

ADJOURNMENT – There being no further discussion before the Board, President Ruiz adjourned the 
meeting at 1:47 p.m.  

 
 
 
 ______________________________________ 
 Cynthia M. Ruiz 
 President 
 
 
________________________________________ 
Neil M. Guglielmo 
Manager-Secretary 
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A BETTER WAY TO TAKE CARE OF BUSINESS

©2018 Kaiser Foundation Health Plan, Inc. All Rights Reserved. 

LACERS & Kaiser Permanente

Justin Cao, MPH – Senior Executive Account Manager

Jonathan Doris, M.D. – Cardiac Electrophysiology, Assistant Area 
Medical Director, Area Physician Marketing Lead
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A BETTER WAY TO TAKE CARE OF BUSINESS

Agenda
History of Kaiser Permanente

Kaiser Permanente’s Mission

Structure, Fee Schedule and Claims Development

Kaiser Permanente by the Numbers

Easy and Convenient Access to Care

Virtual Care

Connected Care for Chronic Conditions

Pharmacy Services

Member Engagement

Kaiser Permanente School of Medicine
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A BETTER WAY TO TAKE CARE OF BUSINESS
History – The Beginning of Care Transformation

1933 – Sidney Garfield opens Contractors General Hospital near Desert Center, California to serve 
workers building the aqueduct bringing Colorado River water to Los Angeles

1934 – Garfield adds prepayment and accident prevention to his practice. 

1938 – Edgar Kaiser, son of industrialist Henry J. Kaiser, convinces Dr. Garfield to create a similar 
medical program for the workers building the Grand Coulee Dam in Washington State. The 
following year the program opens to workers’ families and adds group medical practice.

1942 – Garfield establishes group practice, prepaid medical plans for workers and their families at 
Kaiser’s managed shipyards in San Francisco, Vancouver (Washington) and Kaiser Steel in 
Fontana. Within a year, he has built the largest civilian medical care program on the WW II home 
front, serving about 200,000 members

1945 – Garfield states that “maintenance of health” is central mission to the program with his 
success attributable to combining prepayment, group practice, prevention and facilities under one 
roof. With Kaiser, he opens the medical care program to the public. 
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A BETTER WAY TO TAKE CARE OF BUSINESS

Better 
management of 

expenses

Mission: To provide high-quality, affordable health care services and to 
improve the health of our members and the communities we serve. 

We’ve targeted three key areas to reduce costs now and in the future.

Transforming care 
through 

innovation

Increasing quality 
of care and 
efficiency

Kaiser Permanente’s Mission
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A BETTER WAY TO TAKE CARE OF BUSINESS
Kaiser Permanente’s Structure

39 Hospitals

695 Medical 
Offices

22,914 Physicians

59,127 Nurses

217,415 Employees
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A BETTER WAY TO TAKE CARE OF BUSINESS
Fee Schedule & Claims Development

Needed 
Revenue

Projected
Utilization

Fee

Schedule

 Delivery system costs, including 
capital and IT expenses

 Contracted outside services
 Health Plan administration

 Doctor Visits
 Pharmacy
 Lab/Tests

Determining the fee schedule:

Starting with the revenue to operate our delivery system, we set a fee 
schedule so that the projected utilization will yield the needed revenue

Kaiser Claims: The Fee schedule is attached to actual encounter data to 
approximate cost of services incurred by our members  
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A BETTER WAY TO TAKE CARE OF BUSINESS

Membership as of January 2018
Colorado 647,155

Georgia 350,393

Hawaii 251,659

Mid-Atlantic States (VA, MD, D.C.) 766,331

Northern California 4,299,586

Northwest (OR, WA) 609,761

Southern California 4,535,389

Washington 710,519

WA

VA
MD
D.C.COCA

OR

GA

HI

National Snapshot

Total: 12.2 M
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A BETTER WAY TO TAKE CARE OF BUSINESS
Kaiser Permanente by the Numbers

LACERS & Kaiser Permanente:
Non-Medicare – 4,139 covered members
Medicare – 8,800 covered members
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A BETTER WAY TO TAKE CARE OF BUSINESS
Easy and Convenient Access to Care
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A BETTER WAY TO TAKE CARE OF BUSINESS

I need 
care.

Telehealth is an open door to our integrated 
care model

Your doctor

Specialist

Nurse

Wellness 
coach

Surgeon

Medical 
record

Virtual Care
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A BETTER WAY TO TAKE CARE OF BUSINESS

Telehealth services for more convenient care
Save a trip to the doctor’s office with a phone call 
Your employees can schedule phone appointments or use our call center for 
on-demand urgent care.

Schedule face-to-face video appointments with a doctor  
Your employees can meet with specialists, and get on-demand video visits with 
on-call physicians.

Connect with a care team anytime via email 
Your employees can expect responses from their doctor’s office within 48 hours.

Stay on top of health concerns 24/7 on kp.org  
By registering at kp.org, they can choose their doctor, schedule routine appointments, 
view most lab results, and more.

Bring a remote specialist into the room 
During primary care or Emergency Department visits, doctors can consult with 
specialists to save crucial time.

Virtual Care
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A BETTER WAY TO TAKE CARE OF BUSINESS
Connected Care for Chronic Conditions

At Kaiser Permanente, our integrated care delivery makes it easier for members to 
actively participate in and manage their care, wherever they are:

When people with chronic conditions are more engaged in their health, they are more 
likely to:

 Adhere to treatment
 Monitor their condition at home
 Get regular chronic care

Higher engagement is also linked to better health outcomes
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A BETTER WAY TO TAKE CARE OF BUSINESS
Kaiser Permanente Pharmacies

Source: (1) KP Pharmacy Outpatient Prescription Volume, 2016; (2) National Pharmacy Acute & Transitional Care Services Leadership & Regional Operations Teams; (3) Total KP 
Pharmacy Drug Expense and Dispensing Costs 2016 (National Pharmacy Finance); (4) KP Pharmacy Facilities Count; (5) KP Pharmacy Employee Count – People Soft, February 2015; (6) 
Total KP Pharmacy Estimated Daily Member Interaction, 2016
Note: See  “02_Reference Materials_KP Pharmacy Strategic Plan” additional information and source content

• Leveraging Bulk 
Purchasing

• Formulary 
Development

• Management of 
Specialty Drugs 
and Opioids 

• Evidence-based 
versus Influence 
Based Prescribing

72

38

Clinic Administered Sites 
Oncology, Outpatient Infusion, & Specialty

22 Call Center and
Central Fill Operations

Outpatient and
Inpatient Pharmacies

378

+

+

510 KP Pharmacy
Patient Sites4 15,500

KP Pharmacy
Staff Members5

Employing 

One of the highest volume and most 
frequent member touch points across
our Kaiser Permanente network 

~160,000 +

$1.8 billion

$7.5 billion
in annual drug expense3

Daily Member Interactions6

in annual dispensing cost3
81.5 Million1

Total Sold Prescriptions [$5B]

Outpatient

38 Million2

Doses
Administered

[$0.4B] 

Inpatient

Our Member Reach 

Our pharmacists and staff are often the last interaction and serve as a 
primary point of contact for members throughout the care delivery 
process

Kaiser Permanente Pharmacy

Clinic Administered 
Medications 

10.6 Million2

Doses
Administered               

[$2.1B] Local Central Fill Mail Order

46.2 Million 14 Million 21.3 Million
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A BETTER WAY TO TAKE CARE OF BUSINESS
Member Engagement

Kp.org - Online Health Management 
Tools
• Request / Schedule / Cancel  / Future 

Appointment
• Email Physician
• View Lab Results
• My Immunizations / My Healthcare 

Reminders 
• My Prescriptions
• Contact a Pharmacist
• Rx Refill

Health & Wellness Engagement Tools 
• Free total health assessment 
• Free online HealthMedia® programs
• Complete Care disease management 

programs
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A BETTER WAY TO TAKE CARE OF BUSINESS

Kaiser Permanente region
Kaiser Permanente’s 2018 
overall Medicare ratings

California

Colorado

Georgia

Hawaii

Mid-Atlantic States

Northwest

Washington

Kaiser Permanente Senior Advantage

How do we earn our 
stars?

The 2018 Star scores are 
rated on up to 45 unique 
care and quality measures 
across 9 categories, 
including:

 Staying Healthy
 Managing Chronic 

Conditions
 Member Satisfaction
 Customer Service
 Pharmacy Services
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A BETTER WAY TO TAKE CARE OF BUSINESS

The Kaiser Permanente School of Medicine in Pasadena, California, 
will prepare a new generation of doctors. Students will learn in a 
culture that:

Views health care as a social mission

Values wellness — for patients, doctors, and staff

Develops doctors who are advocates for health

Kaiser Permanente School of Medicine
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A BETTER WAY TO TAKE CARE OF BUSINESS
Experience Kaiser Permanente
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A BETTER WAY TO TAKE CARE OF BUSINESS
Experience Kaiser Permanente

Kaiser Permanente’s Innovation Commitment
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LACERS Private Equity Education



• Management Fees

• Additive Fees

• Carried Interest

• Subscription Lines of Credit

Agenda



Private Equity Firms Have Historically Charged Investors A Variety Of Fees

MANAGEMENT FEE: 

• An annual fee charged to investors in the fund.  The rationale is to cover the fund 

overhead costs and the fee is paid each year whether the fund makes or loses 

money.

• Each fund’s limited 

partnership 

agreement is 

individually negotiated 

so terms will vary 

across funds.

3

PRIVATE EQUITY INCENTIVE STRUCTURE

THE BASIC PRINCIPLE

The potential for carried interest   
should serve to align GP and LP 

interests towards maximizing profit 
rather than fee generation.

ADDITIVE FEES: 

• Some fund agreements also allow the GP to 
charge transaction fees to portfolio 
investments – the trend is toward these fees 
being returned in full to limited partners.

CARRIED INTEREST: 

• Typically 20% of profit after all capital has 
been returned to investors.  Collected by the 
GP as investments are sold and profits are 
realized.



• Private equity is a 

relatively expensive 

asset class, compared 

with public equities 

and fixed income, 

due to the labor 

intensive investment 

model.

MANAGEMENT FEES
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❖ What is a Typical Management Fee?

• Management fees are typically paid throughout the life of a fund.

• Investment Period: Typically 1.5%  - 2.0% of committed capital.

• Post-Investment Period: Typically 1.5%  - 2.0% of the cost basis of 
unrealized investments.

❖ Management Fees Differ Across Private Equity Sub-Asset Classes

Sub Asset Class Average Fee* Average Size* ($mm)

Venture Capital & Growth 2.12% 517 

Small & Medium Buyouts 1.88% 1,268 

Large & Mega Buyouts 1.45% 6,002 

*TorreyCove research



• Investing in a private 

equity fund is 

relatively labor 

intensive and 

generally requires a 

significant number of 

qualified investment 

professionals.

MANAGEMENT FEES
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❖ What Do Private Equity Firms Use The Management Fees For?

• Private equity is a highly labor intensive investment model compared to fixed 

income and public equity vehicles.

• Pursuing control buyouts is the most labor intensive, while venture 
capital tends to be the least intensive.

• The primary expense for private equity firms are their people.

• Annual compensation for investment professionals and support staff 
typically account for more than 50% of a private equity firm’s cost basis.

• Additional significant expenses include things such as office space, office 
infrastructure, travel, marketing, and professional insurance.

• Excess management fees can sometimes be used as compensation for 
owners of the firm in lieu of guaranteed annual compensation.
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Impact of the Management Fees on Early Returns: The J-Curve 
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Phase I Phase 2 Phase 3

INTERNAL 
RATE OF 
RETURN

(IRR)

TIME HORIZON

• Generally, private 

equity funds less than 

three years old tend to 

have low or negative 

returns because 

management fees are 

charged from 

inception while 

growth in value occurs 

over a number of 

years.

• Early negative returns 

are not predictive of 

the ultimate fund 

performance as 

growth in value over 

time typically offsets 

fees and generates 

investor profits. 

MANAGEMENT FEES



• Investors in private 

equity should seek to 

minimize 

management fees 

where possible. 

However, the focus 

should ultimately be  

on the net returns 

generated by private 

equity managers.

MANAGEMENT FEES
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Philosophy On Management Fees:

• Management fees should be seen as an income stream that allows a manager to 

provide for the stability and productivity of its investment platform, not as a profit 

center for the firm.

• Fee levels should be closely related to the costs of maintaining an appropriate 

investment infrastructure, which will vary from strategy to strategy.

• The fee should be viewed in the context of the entire investment management 

firm, not only in connection with the fund.

• Investors should seek a “two-step” scale down after the commitment period that 

reduces both the percentage of management fees charged and the base on which 

such percentage is charged from capital commitments to cost basis of remaining 

invested capital. 

• Management fees should be repaid to investors in full prior to the firm taking 

carried interest.



MANAGEMENT FEES
STRUCTURE AND PERFORMANCE - BUYOUTS
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Buyouts

Higher performing buyout managers often command more bargaining power:

• “No Pref” column shows the percentage of funds in each quartile that does not have a hurdle

• 15.8% of 1st quartile funds do not have a hurdle while all 4th quartile funds have one

• 1st quartile and 4th quartile median IRR differential: 2,340 bps

• While GPs of bottom quartile funds may have prior funds that were in higher quartiles when these funds were 
raised, this data shows that in general, higher performing managers have more leverage when setting terms 
during new fund raises.

Source: TorreyCove database using information monitored from active clients. Data is gathered using multiple sources and is therefore subject to change. Data as of 3/31/2018; 
includes 583 funds, of which 103 have quartile rankings that are not considered meaningful, with vintage years from 1997-2018. Active funds limited to primary fund structures 
with primary interest within Buyout, VC, and Growth. 2016 and newer funds are considered Not Meaningful in terms of returns. Cambridge data was All Regions / All Asset Classes, 
limited only to the vintage year matching the fund’s vintage, as of 3/31/2018. 

Quartile

Min. 

Management 

Fee

Median 

Management 

Fee

Max 

Management 

Fee

Min Carry Median 

Carry

Max 

Carry

Min. 

Pref. 

Return

Median 

Pref. 

Return

Max Pref. 

Return

Min. IRR Median 

IRR

Max IRR No Pref. 

Return

1st 0.75% 1.75% 2.50% 10.00% 20.00% 30.00% 7.00% 8.00% 10.00% 11.00% 22.10% 50.90% 15.79%

2nd 1.00% 1.75% 2.50% 10.00% 20.00% 30.00% 4.00% 8.00% 10.00% 4.70% 12.90% 19.30% 12.12%

3rd 1.25% 1.91% 2.50% 20.00% 20.00% 30.00% 6.00% 8.00% 10.00% 2.20% 7.60% 12.70% 8.77%

4th 1.00% 1.80% 2.10% 20.00% 20.00% 20.00% 8.00% 8.00% 9.00% -41.80% -1.30% 6.50% 0.00%

Note: (i) Carried Interest (“Carry”) is the percentage of profits taken by the manager of the fund after all invested capital has been returned to limited partners; (ii) The
Preferred Return (“Pref”) is the minimum IRR that limited partners of a private equity fund must receive for the manager of the fund to be entitled to carried interest.



MANAGEMENT FEES
BUYOUTS – FURTHER BREAKDOWN
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Buyouts - Breakdown by Fund Size

Smaller, higher-performing buyout managers tend to have tougher terms:

• Small/Medium managers tend to have a higher fee rate, albeit reasonable on an absolute basis, given lower AUM

• A higher percentage of smaller managers also tend to have no hurdle

• Medium carry appears to be much more consistent across sizes and quartiles, although maximum carry tends to 
be higher for better performing funds

Source: TorreyCove database using information monitored from active clients. Data is gathered using multiple sources and is therefore subject to change. Data as of 3/31/2018; 
includes 583 funds, of which 103 have quartile rankings that are not considered meaningful, with vintage years from 1997-2018. Active funds limited to primary fund structures 
with primary interest within Buyout, VC, and Growth. 2016 and newer funds are considered Not Meaningful in terms of returns. Cambridge data was All Regions / All Asset Classes, 
limited only to the vintage year matching the fund’s vintage, as of 3/31/2018. 

Quartile Strategy

Min. 

Management 

Fee

Median 

Management 

Fee

Max 

Management 

Fee

Min. 

Carry

Median 

Carry

Max 

Carry

Min. 

Pref. 

Return

Median 

Pref. 

Return

Max 

Pref. 

Return

Min. IRR Median 

IRR

Max IRR No Pref. 

Return

1st Small 1.50% 2.00% 2.25% 20.00% 20.00% 30.00% 8.00% 8.00% 9.00% 12.1% 28.4% 44.7% 21.05%

1st Medium 0.75% 1.75% 2.50% 10.00% 20.00% 20.00% 7.00% 8.00% 9.00% 11.0% 20.7% 50.9% 19.61%

1st Large 1.36% 1.50% 2.00% 20.00% 20.00% 30.00% 7.00% 8.00% 10.00% 12.8% 23.0% 41.0% 9.52%

2nd Small 1.00% 2.00% 2.25% 20.00% 20.00% 25.00% 6.00% 8.00% 8.00% 7.8% 12.6% 17.7% 6.25%

2nd Medium 1.00% 1.81% 2.50% 10.00% 20.00% 30.00% 4.00% 8.00% 9.00% 4.7% 13.5% 18.7% 12.50%

2nd Large 1.11% 1.50% 2.50% 20.00% 20.00% 30.00% 7.00% 8.00% 10.00% 6.4% 12.2% 19.3% 16.67%

3rd Small 1.91% 2.00% 2.50% 20.00% 20.00% 25.00% 6.00% 8.00% 8.00% 2.2% 9.3% 10.7% 23.08%

3rd Medium 1.50% 1.90% 2.00% 20.00% 20.00% 30.00% 8.00% 8.00% 10.00% 2.7% 8.1% 12.7% 3.23%

3rd Large 1.25% 1.50% 1.85% 20.00% 20.00% 25.00% 8.00% 8.00% 8.00% 3.3% 4.8% 10.4% 9.09%

4th Small 1.54% 2.00% 2.00% 20.00% 20.00% 20.00% 8.00% 8.00% 8.00% -22.5% -3.2% 2.9% 0.00%

4th Medium 1.00% 1.93% 2.00% 20.00% 20.00% 20.00% 8.00% 8.00% 9.00% -41.8% -8.9% 5.9% 0.00%

4th Large 1.36% 1.50% 2.00% 20.00% 20.00% 20.00% 8.00% 8.00% 9.00% -10.7% -1.4% 6.5% 0.00%

Note: (i) Carried Interest (“Carry”) is the percentage of profits taken by the manager of the fund after all invested capital has been returned to limited partners; (ii) The
Preferred Return (“Pref”) is the minimum IRR that limited partners of a private equity fund must receive for the manager of the fund to be entitled to carried interest.



MANAGEMENT FEES
STRUCTURE AND PERFORMANCE - VENTURE
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Venture Capital

Venture funds tend not to have a preferred return:

• This is likely due to historical reasons

• While the “No Pref” column shows that the majority of venture funds have no hurdles, the data also shows that 
1st quartile funds are more likely to not have one than 4th quartile funds

• For venture in particular, there may be an adverse selection issue when it comes to GPs offering a pref

• 1st quartile and 4th quartile median IRR differential: 2,465 bps

Source: TorreyCove database using information monitored from active clients. Data is gathered using multiple sources and is therefore subject to change. Data as of 3/31/2018; 
includes 583 funds, of which 103 have quartile rankings that are not considered meaningful, with vintage years from 1997-2018. Active funds limited to primary fund structures 
with primary interest within Buyout, VC, and Growth. 2016 and newer funds are considered Not Meaningful in terms of returns. Cambridge data was All Regions / All Asset Classes, 
limited only to the vintage year matching the fund’s vintage, as of 3/31/2018. 

Quartile

Min. 

Management 

Fee

Median 

Management 

Fee

Max 

Management 

Fee

Min Carry Median 

Carry

Max 

Carry

Min. 

Pref. 

Return

Median 

Pref. 

Return

Max Pref. 

Return

Min. IRR Median 

IRR

Max IRR No Pref. 

Return

1st 1.00% 2.50% 2.50% 20.00% 20.00% 30.00% 8.00% 8.00% 8.00% 12.10% 22.25% 67.50% 95.00%

2nd 0.75% 2.00% 2.50% 20.00% 20.00% 30.00% 7.00% 7.50% 8.00% 4.80% 13.80% 20.20% 91.18%

3rd 1.00% 2.50% 2.50% 20.00% 20.00% 30.00% 8.00% 8.00% 8.00% -2.90% 7.10% 12.10% 95.65%

4th 2.00% 2.25% 2.50% 20.00% 20.00% 30.00% 4.00% 8.00% 8.00% -19.30% -2.40% 6.70% 82.93%

Note: (i) Carried Interest (“Carry”) is the percentage of profits taken by the manager of the fund after all invested capital has been returned to limited partners; (ii) The
Preferred Return (“Pref”) is the minimum IRR that limited partners of a private equity fund must receive for the manager of the fund to be entitled to carried interest.
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Growth Equity

Higher performing growth equity managers tend not to have a pref:

• 57.1% of 1st quartile funds do not have a hurdle while the majority 4th quartile funds have one

• 1st quartile and 4th quartile median IRR differential: 2,370 bps

• Consistent with other PE strategies, the data suggests that the higher performing managers command tougher 
terms for LPs. 

• However, the substantial difference in median IRR between top and bottom quartile managers indicate that 
maintaining flexibility in approaching fee structure when it comes to high performing GPs is recommended.

Source: TorreyCove database using information monitored from active clients. Data is gathered using multiple sources and is therefore subject to change. Data as of 3/31/2018; 
includes 583 funds, of which 103 have quartile rankings that are not considered meaningful, with vintage years from 1997-2018. Active funds limited to primary fund structures 
with primary interest within Buyout, VC, and Growth. 2016 and newer funds are considered Not Meaningful in terms of returns. Cambridge data was All Regions / All Asset Classes, 
limited only to the vintage year matching the fund’s vintage, as of 3/31/2018. 

Quartile

Min 

Management 

Fee

Median 

Management 

Fee

Max 

Management 

Fee

Min Carry Median 

Carry

Max 

Carry

Min. 

Pref. 

Return

Median 

Pref. 

Return

Max Pref. 

Return

Min. IRR Median 

IRR

Max IRR No Pref. 

Return

1st 1.20% 2.00% 2.25% 20.00% 20.00% 25.00% 6.00% 7.00% 8.00% 12.50% 22.35% 38.80% 57.14%

2nd 1.50% 2.00% 2.50% 20.00% 20.00% 25.00% 6.00% 8.00% 8.00% 7.60% 14.20% 16.80% 30.00%

3rd 2.00% 2.00% 2.25% 20.00% 20.00% 25.00% 8.00% 8.00% 8.00% 0.90% 5.20% 8.70% 40.00%

4th 1.50% 2.13% 2.50% 20.00% 20.00% 25.00% 8.00% 8.00% 9.00% -16.00% -1.35% 5.80% 33.33%
Note: (i) Carried Interest (“Carry”) is the percentage of profits taken by the manager of the fund after all invested capital has been returned to limited partners; (ii) The
Preferred Return (“Pref”) is the minimum IRR that limited partners of a private equity fund must receive for the manager of the fund to be entitled to carried interest.



Private Equity Firms Have Historically Charged Investors A Variety Of Fees

MANAGEMENT FEE: 

• An annual fee charged to investors in the fund.  The rationale is to cover the fund overhead 

costs and the fee is paid each year whether the fund makes or loses money.

• Each fund’s limited 

partnership 

agreement is 

individually 

negotiated so terms 

will vary across 

funds, but “market” 

terms are shown to 

the right.

12

PRIVATE EQUITY INCENTIVE STRUCTURE

THE BASIC PRINCIPLE

The potential for carried interest   
should serve to align GP and LP 

interests towards maximizing profit 
rather than fee generation.

ADDITIVE FEES: 

• Some fund agreements also allow the GP to 
charge transaction fees to portfolio 
investments – the trend is toward these 
fees being returned in full to limited 
partners.

CARRIED INTEREST: 

• Typically 20% of profit after all capital has 
been returned to investors.  Collected by the 
GP as investments are sold and profits are 
realized.



• In addition to 

management fees, 

private equity firms 

have historically 

charged portfolio 

companies additional 

fees known as 

‘additive fees.’

ADDITIVE FEES
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❖ What Are The Various Additive Fees That Some Firms Have Historically 

Charged?

• Transaction Fees: When a private equity firm acquires a company, it may 

charge the company a fee in connection with the acquisition.  These 

‘transaction fees’ are typically a percentage of the transaction value.

• Advisory Fees: Private equity firms often advise portfolio companies on 

acquisitions, bank financings, public offerings, and more. In return for these 

services, the company pays the private equity firm an advisory fee.

• Monitoring Fees: After a private equity firm acquires a business, it generally 

provides ongoing management services to the company, for which it may 

charge an annual monitoring fee.

• Break Up Fees: Break-up fees are paid by a company to a private equity firm if 

the company terminates an agreement to be acquired by the private equity 

fund.

• Other Fees: Examples of other fees are (i) directors fees for sitting on portfolio 

company Board; and (ii) exit fees charged when a company is exited. 
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• Depending on the 

individual fund, 

additive fees may be 

shared in some 

proportion with 

limited partners by 

offsetting 

management fees.

ADDITIVE FEES

14

Additive Fee Offsets 2006-2011 Vintage Years

Venture Capital
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Source: TorreyCove database using information monitored from active clients. 
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• The market today has 

moved almost entirely 

to 100% fee offsets. 

Occasionally a fund 

will have 80% offsets, 

but today, that is now 

the exception.
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Buyouts
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Source: TorreyCove database using information monitored from active clients. 



• Additive fees without 

a 100% offset to 

management fees 

have the potential to 

create a 

misalignment of 

interest between 

private equity firms 

and their limited 

partners.

ADDITIVE FEES
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Philosophy On Additive Fees:

• Additive fees should not be viewed as an income stream. The Firm should be

able to provide for the stability and productivity of its investment platform with

the management fee.

• If additive fees are being charged, they should offset the management fee by 

100.0%.

• Private equity firms that do charge additive fees should provide transparency 

around such fees.



Private Equity Firm’s Have Historically Charged Investors A Variety Of Fees

MANAGEMENT FEE: 

• An annual fee charged to investors in the fund.  The rationale is to cover the fund overhead 

costs and the fee is paid each year whether the fund makes or loses money.

17

THE BASIC PRINCIPLE

The potential for carried interest   
should serve to align GP and LP 

interests towards maximizing profit 
rather than fee generation.

ADDITIVE FEES: 

• Many fund agreements also allow the GP to 
charge transaction fees to portfolio 
investments – the trend is toward these fees 
being returned in full to limited partners.

CARRIED INTEREST: 

• Typically 20% of profit after all capital has 
been returned to investors.  Collected by 
the GP as investments are sold and profits 
are realized.

• Each fund’s limited 

partnership agreement 

is individually 

negotiated so terms will 

vary across funds, but 

‘market’ terms are 

shown to the right.

PRIVATE EQUITY INCENTIVE STRUCTURE



CARRIED INTEREST
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❖ What is a Typical Carried Interest Structure?

• The current “market” rate is 20.0% of the profits generated by the fund.

• However some funds have generated good enough net returns to demand 
“premium carry” of 25.0% or even 30.0%. Often times, this “premium 
carry” is only effective after passing certain return thresholds (i.e. above a 
2.5x or 3.0x multiple of invested capital).

• Typically, carried interest is only paid if the fund reaches a certain return 
threshold, known as the “preferred return.” The current “market” rate for 
preferred returns is 8.0%.

• Different funds can have different mechanisms for paying out carried 
interest. While the ultimate goal is for the private equity firm to get 20.0% 
of the overall profits, the timing of these payments can vary based on 
structure. The two primary structures are:

• Deal-by-Deal Waterfall: Carried interest can be distributed to the 
private equity firm every time a deal is exited.

• Whole Fund Waterfall: Carried interest can only be distributed to 
the private equity fund when all called capital has been returned.



CARRIED INTEREST
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Philosophy On Carried Interest:

• Carried interest should be the largest form of incentive for private equity

investment professionals.

• Carried Interest should serve to align the interests of the private equity

firm and its limited partners.

• Carried interest should be broadly distributed throughout the private 

equity organization to facilitate broad sharing of compensation, as it is a 

positive indicator of future firm stability. 

• Any “premium carry” (above 20.0%) should be predicated on the 

achievement of a substantially higher return hurdle.

• Private equity firms should be transparent and aim for greater disclosure 

around realized carry, unrealized carry, and potential clawback liability. 



• Though they have 

been around for 

years, subscription 

lines of credit have 

recently attracted 

increased interest 

from private equity 

investment managers 

and limited partners.

SUBSCRIPTION LINES OF CREDIT
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❖ What Is A Subscription Line Of Credit?

• A subscription line of credit is essentially a revolving line of credit that is 

provided by one or more lenders to a private equity fund.

• The line of credit provided is ultimately collateralized by the commitments 

from the fund's investors.

• The fund must bear interest costs related to the debt facility, which slightly 

lowers the net cash-on-cash return.



• There are clear 

benefits to private 

equity firms for using 

subscription lines of 

credit. The benefits 

to limited partners is 

likely neutral at best.

SUBSCRIPTION LINES OF CREDIT
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❖ Why Do Private Equity Firms Use Subscription Lines Of Credit?

• They enable smoother fund cash management, allowing private 

equity firms to call capital from limited partners fewer times and on 

pre-scheduled dates. 

• They allow private equity firms to close on deals quickly, without 

having to wait for capital calls to materialize.

• They help to boost fund-level IRR’s.

❖ Why Do Private Equity Investors Like Subscription Lines Of Credit?

• They reduce the burden of having to process a large number of 

capital calls annually. 

• Limited partners can hold on to their cash longer.

• They help to boost fund-level IRR’s.



• As shown in the 

table, using a 

subscription line of 

credit can boost IRR’s 

meaningfully, but 

also has a moderate 

dampening effect on 

multiple of invested 

capital.

SUBSCRIPTION LINES OF CREDIT
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❖ How Do Subscription Credit Lines Work In Practice?

Transaction Type Traditional Credit Line Traditional Credit Line

Investment (100) (100)

Management Fee (2) (2)

Interest on Debt

Management Fee (2) (2)

Investment (100) (100)

Management Fee (2) (6) (2) (6)

Interest on Debt (8) (8)

Investment

Management Fee (6) (6) (6) (6)

Interest on Debt

Realization 200 200 50 50

IRR 10.56% 13.93% -13.28% -20.23%

MOIC 1.79x 1.67x 0.45x 0.42x

Gain Loss

Year 1

Year 2

Year 3

Years
4, 5 & 6

End of
Year 6



• Given the 

proliferation of 

subscription lines of 

credit, even 

managers that 

haven’t used them 

historically will likely 

start using them 

going forward to 

avoid being a 

disadvantage.

SUBSCRIPTION LINES OF CREDIT
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Philosophy On Subscription Lines Of Credit:

• The expanded use of credit lines to bridge capital calls will produce some

benefit to fund managers, primarily in the form of better IRR performance

and slightly higher likelihood of meeting the preferred return target.

• The use of credit lines provides less of a benefit to limited partners.

Furthermore, these benefits come with a real cost, albeit it relatively small.

• Subscription lines are making IRR comparisons between firms more

difficult and more emphasis should be placed on multiples of invested

capital.

• The duration of subscription lines of credit can vary widely – from three

months at the shorter end to more than two years at the longer end.

Prudent use of subscription lines should be limited to one year or less.















PRINCIPLES FOR 
RESPONSIBLE INVESTMENT

An investor initiative in partnership with 
UNEP Finance Initiative and the UN Global Compact

“The PRI works with its international network of signatories to put the 
six Principles for Responsible Investment into practice. Its goals are to 
understand the investment implications of environmental, social and 
governance issues and to support signatories in integrating these issues into 
investment and ownership decisions.”
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MESSAGE FROM  
THE UN SECRETARY-GENERAL

Sustainability is a global imperative. It is my top priority as 
Secretary-General and the United Nations believes investors 
are essential partners in achieving it.

Until recently, the implications of sustainability issues for 
investors and financial markets were poorly understood and 
largely overlooked. The United Nations-supported Principles 
for Responsible Investment (PRI) has helped
to correct this oversight by illuminating the financial 
relevance of environmental, social and governance (ESG) 
issues and providing a framework for the global investment 
community to contribute to the development of a more 
stable and sustainable financial system.

Rising numbers of institutional investors – from all regions 
of the world – are incorporating ESG factors into their 
investment decision-making and ownership practices in 
order to reduce risk, enhance financial returns and meet 
the expectations of their beneficiaries and clients. They are 
also directly influencing companies, policy makers and other 
market participants to improve their performance in these 
areas. This is delivering tangible benefits to the environment 
and society as a whole.

The Principles complement the UN Global Compact, which 
asks companies to embed in their strategies and operations 
a set of universal principles in the areas of human rights, 
labour standards, the environment and anti-corruption. 
They are also a natural extension of the work of the UN 
Environment Programme Finance Initiative, which has 
helped sensitise capital markets to the importance of 
environmental and social issues. Together, these initiatives 
are helping us achieve the future we want.

I applaud the leadership of the institutions that have 
committed themselves to becoming signatories to the 
Principles. Now they must implement them. It is their 
responsibility and it is their opportunity. I urge other 
investors around the world to join these crucial efforts.

Ban Ki-moon
UN Secretary-General
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INTRODUCING THE PRINCIPLES  
FOR RESPONSIBLE INVESTMENT

ABOUT THE PRI AND THE SIX 
PRINCIPLES
The PRI works with its international network of signatories 
to put the six Principles for Responsible Investment 
into practice. Its goals are to understand the investment 
implications of environmental, social and governance issues 
and to support signatories in integrating these issues into 
investment and ownership decisions.

The six Principles were developed by investors and are 
supported by the UN. They have more than 1,400 signatories 
from over 50 countries representing US$59 trillion of assets.

THE PRI’S MISSION
OUR BELIEF AND AMBITION
We believe that an economically efficient, sustainable 
global financial system is a necessity for long-term value 
creation. Such a system will reward long-term, responsible 
investment and benefit the environment and society as a 
whole.

The PRI will work to achieve this sustainable global financial 
system by encouraging adoption of the Principles and 
collaboration on their implementation; by fostering good 
governance, integrity and accountability; and by addressing 
obstacles to a sustainable financial system that lie within 
market practices, structures and regulation.

THE SIX PRINCIPLES
SIGNATORIES’ COMMITMENT
As institutional investors, we have a duty to act in the best 
long-term interests of our beneficiaries. In this fiduciary 
role, we believe that environmental, social, and corporate 
governance (ESG) issues can affect the performance of 
investment portfolios (to varying degrees across companies, 
sectors, regions, asset classes and through time). We also 
recognise that applying these Principles may better align 
investors with broader objectives of society. 

Therefore, where consistent with our fiduciary 
responsibilities, we commit to the following:

The Principles for Responsible Investment were developed 
by an international group of institutional investors reflecting 
the increasing relevance of environmental, social and 
corporate governance issues to investment practices. The 
process was convened by the United Nations Secretary-
General.

In signing the Principles, we as investors publicly commit 
to adopt and implement them, where consistent with our 
fiduciary responsibilities. We also commit to evaluate the 
effectiveness and improve the content of the Principles 
over time. We believe this will improve our ability to meet 
commitments to beneficiaries as well as better align our 
investment activities with the broader interests of society.

We will incorporate ESG issues into investment analysis 
and decision-making processes.1
We will be active owners and incorporate ESG issues 
into our ownership policies and practices.2
We will seek appropriate disclosure on ESG issues 
by the entities in which we invest.3
We will promote acceptance and implementation of the 
Principles within the investment industry.4
We will work together to enhance our effectiveness 
in implementing the Principles.5
We will each report on our activities and progress 
towards implementing the Principles.6

WE ENCOURAGE OTHER INVESTORS TO ADOPT THE PRINCIPLES.

ATTACHMENT A



PRINCIPLES FOR RESPONSIBLE INVESTMENT | 2016

5

The PRI has grown consistently since it began in 2006:

RESPONSIBLE INVESTMENT:  
AN AGENDA GATHERING MOMENTUM
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Growing interest in responsible investment is being  
driven by:

 ■ recognition that ESG issues are financially material;
 ■ understanding that integrating these issues forms 

part of an investor’s fiduciary duty to their clients and 
beneficiaries;

 ■ concern about the impact of short-termism on company 
performance, investment returns and market behaviour;

 ■ public policy requirements for investors to exercise their 
rights and responsibilities as owners;

 ■ pressure from competitors seeking to differentiate 
themselves through responsible investment;

 ■ ethical motivations of investors, clients and 
beneficiaries.

“AXA is a long-term global investor 
with a duty to act in the best 
interests of its stakeholders, which 
means understanding the risks and 
opportunities related to ESG issues in 
our portfolios. We believe that these 
factors have the potential to impact 
investment portfolios over time, 
therefore affecting risk and returns. 
But only collective action can produce 
meaningful change. This is why we 
are proud to sign the UN-supported 
Principles for Responsible Investment.”
 
Henri de Castries
CEO & Chairman, AXA

ATTACHMENT A
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IMPLEMENTING THE SIX PRINCIPLES

The Principles are voluntary and aspirational. They offer a menu of possible actions for incorporating ESG issues:

1    
We will incorporate ESG issues 
into investment analysis and 
decision-making processes.

Possible actions: 

 ■ Address ESG issues in investment 
policy statements

 ■ Support development of ESG-related 
tools, metrics, and analyses

 ■ Assess the capabilities of internal investment 
managers to incorporate ESG issues

 ■ Assess the capabilities of external investment 
managers to incorporate ESG issues

 ■ Ask investment service providers 
(such as financial analysts, consultants, 
brokers, research firms, or rating 
companies) to integrate ESG factors 
into evolving research and analysis

 ■ Encourage academic and other 
research on this theme

 ■ Advocate ESG training for 
investment professionals

2 We will be active owners and 
incorporate ESG issues into our 
ownership policies and practices.

Possible actions:

 ■ Develop and disclose an active ownership 
policy consistent with the Principles

 ■ Exercise voting rights or monitor compliance 
with voting policy (if outsourced)

 ■ Develop an engagement capability (either 
directly or through outsourcing)

 ■ Participate in the development of policy, 
regulation, and standard setting (such as 
promoting and protecting shareholder rights)

 ■ File shareholder resolutions consistent 
with long-term ESG considerations

 ■ Engage with companies on ESG issues
 ■ Participate in collaborative 

engagement initiatives
 ■ Ask investment managers to undertake 

and report on ESG-related engagement

3 We will seek appropriate 
disclosure on ESG issues by  
the entities in which we invest.

Possible actions:

 ■ Ask for standardised reporting on 
ESG issues (using tools such as the 
Global Reporting Initiative)

 ■ Ask for ESG issues to be integrated 
within annual financial reports

 ■ Ask for information from companies 
regarding adoption of/adherence to 
relevant norms, standards, codes of 
conduct or international initiatives 
(such as the UN Global Compact)

 ■ Support shareholder initiatives and 
resolutions promoting ESG disclosure

4 We will promote acceptance and 
implementation of the Principles 
within the investment industry.

Possible actions:

 ■ Include Principles-related requirements 
in requests for proposals (RFPs)

 ■ Align investment mandates, monitoring 
procedures, performance indicators and incentive 
structures accordingly (for example, ensure 
investment management processes reflect 
long-term time horizons when appropriate)

 ■ Communicate ESG expectations to 
investment service providers

 ■ Revisit relationships with service providers 
that fail to meet ESG expectations

 ■ Support the development of tools for 
benchmarking ESG integration

 ■ Support regulatory or policy developments 
that enable implementation of the Principles

5 We will work together to 
enhance our effectiveness in 
implementing the Principles.

Possible actions:

 ■ Support/participate in networks and 
information platforms to share tools, 
pool resources, and make use of investor 
reporting as a source of learning

 ■ Collectively address relevant emerging issues
 ■ Develop or support appropriate 

collaborative initiatives

6 We will each report on our 
activities and progress towards 
implementing the Principles.

Possible actions:

 ■ Disclose how ESG issues are integrated 
within investment practices

 ■ Disclose active ownership activities (voting, 
engagement, and/or policy dialogue)

 ■ Disclose what is required from service 
providers in relation to the Principles

 ■ Communicate with beneficiaries about 
ESG issues and the Principles

 ■ Report on progress and/or achievements 
relating to the Principles using a 
‘Comply or Explain’1 approach

 ■ Seek to determine the impact 
of the Principles

 ■ Make use of reporting to raise awareness 
among a broader group of stakeholders

“These Principles serve as valuable platforms for formalising and focusing our 
responsible investment efforts, raising internal awareness, and providing a common 
language and set of expectations for our investment partners, our portfolio company 
management teams, and other stakeholders. We see the value of interacting with, 
and learning from, others who share this commitment.”
 
George R. Roberts
Co-Chairman and Co-Founder, Kohlberg Kravis Roberts 
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HOW THE PRI WORKS WITH  
INVESTORS ON:

Investment Practices guides, case 
studies and events inform investors 
how to implement the Principles in a 
systematic way across asset classes.

INTEGRATING ESG INTO THEIR INVESTMENT PORTFOLIO

 ■ 43,000+ reports downloaded
 ■ 500+ people at IP events in 2014
 ■ 1,200+ signed-up for Investment Practices newsletter

ESG Engagements enable investors 
to pool their knowledge, resources 
and influence when engaging with 
companies and policy makers on ESG 
issues – including through the PRI’s 
proprietary Collaboration Platform.

 ■ 500 signatories involved
 ■ 600 engagements run
 ■ 1,700 companies targeted

THE IMPACT OF THE WIDER INVESTMENT LANDSCAPE 

Policy projects engage signatories, 
policy makers and regulators to 
identify and tackle regulatory barriers 
to responsible investment.

 ■ fiduciary duty
 ■ long-termism
 ■ effectiveness of regulation

Academic Research publications 
and events keep the investment 
community informed of the latest 
academic research on responsible 
investment.

 ■ the Academic Network connects 2,000+ investors and academics
 ■ RI Quarterly translates and distils research papers to present academic 

findings to investors
 ■ 90% of attendees at the Academic Conference said it would positively impact 

their work

KEY FACTS AND NUMBERSTEAM

KEY FACTS AND NUMBERSTEAM

REPORTING AND ASSESSING PROGRESS

Reporting and Assessment ensures 
accountability of the PRI and its 
signatories. The annual Report on 
Progress showcases the activities 
of the signatory base as a whole, 
analysing findings and presenting 
practical case studies of signatories’ 
work.

Each signatory receives: a 
Transparency Report – a public record 
of their reporting, allowing them to 
demonstrate to stakeholders and 
the public how they incorporate ESG 
issues; an Assessment Report – a 
confidential evaluation measuring their 
year-on-year progress and comparing 
them to their peers. 

 ■ 900+ investors reported in 2014/15
 ■ 100,000+ downloads of 2013/14 Transparency Reports
 ■ 250 investors in public consultation, 360 in pilot report, 800+ reporting in 

first year 

KEY FACTS AND NUMBERSTEAM
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The PRI supports signatories in addressing challenges specific to their local market through its regional networks. Networks 
help signatories coordinate engagements with local companies and address local regulatory issues. They organise regional 
events and tailor PRI resources to local markets.

Dedicated network managers in each region provide signatories with an active relationship with the PRI. 

INTERNATIONAL SUPPORT

 ■ Canada
 ■ US
 ■ Latin America

 ■ Nordic
 ■ UK & Ireland
 ■ Continental Europe
 ■ Africa

 ■ Japan
 ■ Asia (ex Japan)
 ■ Australasia

“The PRI provides an excellent framework for structuring our responsible investment 
activities and offers an irreplaceable network. We consider it to be the global 
standard for responsible investment and we encourage our external managers to 
join.”
 
Niels Erik Petersen
CIO, Unipension  
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PRI IN PERSON

GENEVA 2007
SEOUL 2008

SYDNEY 2009

SAN FRANCISCO  
2010

RIO DE
JANEIRO 2012

PARIS 2011

CAPE TOWN
2013

MONTREAL
2014

Since its inception, PRI in Person
has brought together:

240+
SESSIONS

660+
SPEAKERS

3500+
ATTENDEES

LONDON 2015

2013 | THE APP REVOLUTION
In Cape Town we introduced for the �rst time the PRI
event app, which allows users to network, check and also
comment on the latest updates of the conference.

SINGAPORE 2016

PRI in Person is the only truly global conference on the responsible investment industry calendar, providing a platform for 
PRI signatories and investment professionals to learn, network and collaborate over several days. The conference allows 
attendees to discuss topical issues and share experiences from their own region and organisation with peers from around the 
world. More than 3,500 delegates have attended the conference since the inaugural PRI in Person in Geneva in 2007.

In 2015, the investors from around the world gathered in London for the largest ever responsible investment event. Please 
visit  www.unpri.org to see highlights.

During the PRI’s tenth anniversary year, PRI in Person 2016 will take place in Singapore on 6-8 September, bringing the 
world’s leading responsible investment event to Asia for the first time since 2008. For more information and to be added to 
the PRI in Person mailing list visit www.unpri.org/Singapore2016.

For sponsors, the conference offers a wide range of opportunities to reach a global investor audience. For more information 
about sponsorship opportunities, please visit the PRI website.

ATTACHMENT A
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THE PRI ACADEMY

THE GOLD STANDARD FOR ESG TRAINING

The PRI Academy provides CFA-accredited online training 
on how ESG issues impact company performance, 
shareholder value and investment decisions. 

Courses feature content from international experts, real 
and hypothetical case studies and financial modelling. Every 
course is delivered entirely online.

The training is completely web-based, which means you can 
start and finish when and where you please, as long as you 
have access to the internet: no travel, no pressure, lower 
greenhouse gas emissions. 

Each PRI Academy course comes with a one-year licence. 
Structured learning programmes, progress monitoring and 
assessments are all managed by the Academy support team 
via the online learning platform. 

Academy courses do not require any existing skills or 
knowledge, though candidates considering the Enhanced 
Financial Analysis course will get the most out of it if 
they have experience of financial analysis and responsible 
investment.

HOW TO ENROL
 ■ To enrol please visit our website at  

www.priacademy.org
 ■ For group enrollments please email us at  

priacademy@unpri.org

COURSES
The PRI Academy offers three courses:

RI FUNDAMENTALS
Responsible Investment Fundamentals is a two-hour training 
course designed for professionals across the business spectrum 
that want an insight into responsible investment. The course 
delivers the business case for responsible investment and 
introduces new ideas to traditional investment approaches. 

RI ESSENTIALS
Responsible Investment Essentials is a 12-14 hour course 
focusing on identifying and implementing ESG factors into 
investment decision-making. It uses case studies to illustrate 
the materiality of ESG issues in business, introduces strategies 
for identifying and managing new approaches to ESG risk, and 
demonstrates methods for integrating sustainability data into 
financial modelling.

ENHANCED FINANCIAL ANALYSIS
Enhanced Financial Analysis is the 6-8 hour advanced 
course. The course explores and examines the use of 
sustainability data in fundamental investment analysis and 
stock valuation. It identifies critical ESG issues relevant to 
sustainability performance, key value drivers, and overall 
financial outcomes.

“The PRI Academy is a particularly well 
put together course, and it is helping 
us better understand how we can 
integrate ESG issues into our investment 
frameworks.”
 
Sovereign, New Zealand

“The PRI Academy is the gold standard 
and unique in the marketplace.”
 
Colonial First State Global Asset Management, Australia
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OUR UN PARTNERS

UN Global Compact

Launched in 2000, the United Nations Global Compact is both a policy platform 
and practical framework for companies that are committed to sustainability and 
responsible business practices. As a multi-stakeholder leadership initiative, it seeks 
to align business operations and strategies with ten universally accepted principles in 
the areas of human rights, labour, environment and anti-corruption, and to catalyse 
actions in support of broader UN goals. With 7,000 corporate signatories in 135 
countries, it is the world’s largest voluntary corporate sustainability initiative.

More information: www.unglobalcompact.org

United Nations Environment Programme Finance Initiative (UNEP FI)

UNEP FI is a unique partnership between the United Nations Environment Programme 
(UNEP) and the global financial sector. UNEP FI works closely with over 200 
financial institutions that are signatories to the UNEP FI Statement on Sustainable 
Development, and a range of partner organisations, to develop and promote linkages 
between sustainability and financial performance. Through peer-to-peer networks, 
research and training, UNEP FI carries out its mission to identify, promote, and realise 
the adoption of best environmental and sustainability practice at all levels of financial 
institution operations.

More information: www.unepfi.org

OUR CONTACT DETAILS

PRI 
5th Floor, 25 Camperdown Street,
London E1 8DZ
United Kingdom
T: +44 (0)20 3714 3220

www.unpri.org    |    info@unpri.org

PRI Association (Hong Kong) 
Limited
Level 9-10, 1-3 Pedder Street, 
Central Hong Kong
T: +852 3796 7188

PRI US, Inc.
45 Rockefeller Plaza
Suite 2000
New York, NY 10111
T: +212 332 3437
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ASSET OWNER SIGNATORY 

DECLARATION 

Please submit the following declaration to the PRI Secretariat on your headed paper, 

signed by your CEO or equivalent, in soft copy with an application form, which can 

be found here, and an organisation chart.  

Please send the completed forms to info@unpri.org. 

As institutional investors, we have a duty to act in the best long-term interests of our beneficiaries. 

In this fiduciary role, we believe that environmental, social, and corporate governance (ESG) issues 

can affect the performance of investment portfolios (to varying degrees across companies, sectors, 

regions, asset classes and through time). We also recognise that applying these Principles may 

better align investors with broader objectives of society. Therefore, where consistent with our 

fiduciary responsibilities, COMPANY NAME commit to the following: 

 To incorporate Environmental, Social and Corporate Governance (ESG) issues into 

investment analysis and decision-making processes; 

 To be an active owner and to incorporate ESG issues into our ownership policies 

and practices; 

 To seek appropriate disclosure on ESG issues by the entities in which we invest; 

 To promote acceptance and implementation of the Principles within the 

investment industry; 

 To work with the PRI Secretariat and other signatories to enhance their effectiveness in 

implementing the Principles; 

 To report on our activities and progress towards implementing the Principles. 

 

By signing this letter COMPANY NAME agrees to pay the annual fee and commits to completing 

the PRI Reporting Framework on an annual basis. 

 

COMPANY NAME confirms their current AUM is _______ bn USD. This figure was last calculated 

on ___________. 

 

COMPANY NAME is classified as an Asset Owner. 

 

Signed: 

Name: 

Title (CEO / equivalent): 

Date: 
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