As Introduced

133rd General Assembly
Regular Session H. B. No. 515

2019-2020
Representatives Kelly, Ghanbari

Cosponsors: Representatives Boggs, Skindell, Galonski, Leland, Miller, J., Russo,
Seitz, Crossman, Liston, Crawley, Denson, Stephens, West, Sweeney

A BILL

To enact sections 145.117, 742.117, 3307.1l6,
3309.151, and 5505.066 of the Revised Code to
require the boards of the state retirement
systems to disclose certain financial

information regarding alternative investments.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF OHIO:

Section 1. That sections 145.117, 742.117, 3307.16,
3309.151, and 5505.066 of the Revised Code be enacted to read as

follows:

Sec. 145.117. (A) As used in this section:

(1) "Alternative investment" means an investment in a

private equity fund, venture fund, hedge fund, real estate fund,

or absolute return fund.

(2) "Alternative investment vehicle" means a limited

partnership, limited liability company, or other legal structure

through which the public employvees retirement board invests in

an alternative investment.
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(3) "Carried interest" means any share of profits from an

alternative investment vehicle that is distributed to a fund

manager or related parties, including allocations of alternative

investment vehicle profits received by a fund manager in

consideration of having waived fees the fund manager might

otherwise have been entitled to receive.

(4) "Fund manager" includes the general partner, managing

manager, adviser, or other person with primary investment

decision—-making authority over an alternative investment

vehicle. "Fund manager" includes related parties of a fund
manager.
(5) "Operational person" means any operational partner,

senior advisor, or other consultant or employvee whose primary

activity for a relevant entity is to provide operational support

to any portfolio company of any alternative investment vehicle,

account, or fund managed by a related person.

(6) "Related party" means:

(a) Any related person or operational person;

(b) Anyv entity more than ten per cent of the ownership of

which is held directly or indirectly, whether through other

entities or trusts, by a related person or operational person

regardless of whether the related person or operational person

participates in the carried interest received by the general

partner or special limited partner;

(c) Any consulting, legal, or other service provider

reqularly engaged by portfolio companies of an alternative

investment vehicle, account, or fund that is managed by a

related person and provides advice or services to any related

person or relevant entity.
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(7) "Related person" means any current or former employee,

manager, or partner of any entity that is involved in the

investment activities or accounting and valuation functions of a

relevant entity or any family member of the employee, manager,

or partner.

(8) "Relevant entity" means the general partner, any

separate carry vehicle, the investor advisor, any of the

investment advisor's parent or subsidiary entities, or any

similar entity related to any other alternative investment

vehicle, account, or fund advised or managed by any current or

former related person.

(B) (1) The board shall require each alternative investment

vehicle through which it invests to disclose to the board, at

least annually, all of the following information:

(a) The fees and expenses the public employees retirement

system pays directly to the alternative investment vehicle, fund

manager, and any related parties;

(b) The retirement system's share of fees and expenses not

included in division (B) (1) (a) of this section that are paid

from the alternative investment vehicle to the fund manager and

any related parties;

(c) The retirement system's share of carried interest

distributed to the fund manager or related parties;

(d) The retirement system's share of aggregate fees and

expenses paid by all of the portfolio companies held within the

alternative investment vehicle to the fund manager or related

parties;

(e) The alternative investment vehicle's gross and net

rate of return since its inception;
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(f) The investment multiple of each alternative investment

vehicle since inception.

(2) The board may independently calculate the information

described in division (B) (1) (b) of this section based on

information the alternative investment vehicle is contractually

required to provide to the board. If the board independently

calculates that information, the alternative investment vehicle

is not required to provide it to the board.

(C) (1) Not later than one vyear after the effective date of

this section, and at least once each vyear thereafter, the board

shall compile and include in a written report all of the

following information and present the information at a meeting

open _to the public:

(a) The information disclosed to the board under division

(B) (1) of this section;

(b) The information calculated under division (B) (2) of

this section, if applicable;

(c) The information regquired by division (C) (2) of this

section.

(2) The board shall include in the report required by

division (C) (1) of this section all the following information

regarding all of the alternative investment vehicles through

which the board invests:

(a) The name, address, and vear in which the initial

investment capital was delivered to each alternative investment

vehicle;

(b) The dollar amount of the commitment and cash

contributions the board has made to each alternative investment
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vehicle since inception;

(c) The dollar amount, on a fiscal vear—-end basis, of cash

distributions the board receives from each alternative

investment vehicle;

(d) The dollar amount, on a fiscal vear-end basis, of cash

distributions the board receives, plus the remaining value of

partnership assets attributable to the board's investment in

cach alternative investment vehicle;

(e) The dollar amount of the total management fees and

costs paid on an annual fiscal vyear-end basis by the board to

cach alternative investment vehicle;

(f) The dollar amount of cash profit the board receives

from each alternative investment vehicle on a fiscal year-end

basis.

(D) This section applies to all contracts the board enters

into on or after the effective date of this section and any

existing contract pursuant to which the board makes a new

capital commitment on or after that date. The board shall make

reasonable efforts to obtain the information described in

division (B) of this section about alternative investments made

under contracts entered into on or before the effective date of

this section to which no new capital commitments are made and to

comply with the reporting reguirements in division (C) of this

section with respect to those investments.

Sec. 742.117. (A) As used in this section:

(1) "Alternative investment" means an investment in a

private equity fund, venture fund, hedge fund, real estate fund,

or absolute return fund.
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(2) "Alternative investment vehicle" means a limited

partnership, limited liability company, or other legal structure

through which the board of trustees of the Ohio police and fire

pension fund invests in an alternative investment.

(3) "Carried interest" means any share of profits from an

alternative investment vehicle that is distributed to a fund

manager or related parties, including allocations of alternative

investment vehicle profits received by a fund manager in

consideration of having waived fees the fund manager might

otherwise have been entitled to receive.

(4) "Fund manager" includes the general partner, managing

manager, adviser, or other person with primary investment

decision-making authority over an alternative investment

vehicle. "Fund manager" includes related parties of a fund
manager.
(5) "Operational person" means any operational partner,

senior advisor, or other consultant or employee whose primary

activity for a relevant entity is to provide operational support

to any portfolio company of any alternative investment vehicle,

account, or fund managed by a related person.

(6) "Related party" means:

(a) Any related person or operational person;

(b) Any entity more than ten per cent of the ownership of

which is held directly or indirectly, whether through other

entities or trusts, by a related person or operational person

regardless of whether the related person or operational person

participates in the carried interest received by the general

partner or special limited partner;

(c) Anvy consulting, legal, or other service provider
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reqularly engaged by portfolio companies of an alternative

investment vehicle, account, or fund that is managed by a

related person and provides advice or services to any related

person or relevant entity.

(7) "Related person" means any current or former employee,

manager, or partner of any entity that is involved in the

investment activities or accounting and valuation functions of a

relevant entity or any family member of the employee, manager,

or partner.

(8) "Relevant entity" means the general partner, any

separate carry vehicle, the investor advisor, any of the

investment advisor's parent or subsidiary entities, or any

similar entity related to any other alternative investment

vehicle, account, or fund advised or managed by any current or

former related person.

(B) (1) The board shall require each alternative investment

vehicle through which it invests to disclose to the board, at

least annually, all of the following information:

(a) The fees and expenses the fund pays directly to the

alternative investment vehicle, fund manager, and any related

parties;

(b) The fund's share of fees and expenses not included in

division (B) (1) (a) of this section that are paid from the

alternative investment vehicle to the fund manager and any

related parties;

(c) The fund's share of carried interest distributed to

the fund manager or related parties;

(d) The fund's share of aggregate fees and expenses paid

by all of the portfolio companies held within the alternative
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investment vehicle to the fund manager or related parties; 189
(e) The alternative investment vehicle's gross and net 190
rate of return since its inception; 191
(f) The investment multiple of each alternative investment 192
vehicle since inception. 193
(2) The board may independently calculate the information 194
described in division (B) (1) (b) of this section based on 195
information the alternative investment vehicle is contractually 196
required to provide to the board. If the board independently 197
calculates that information, the alternative investment vehicle 198
is not required to provide it to the board. 199
(C) (1) Not later than one year after the effective date of 200
this section, and at least once each year thereafter, the board 201
shall compile and include in a written report all of the 202
following information and present the information at a meeting 203
open to the public: 204
(a) The information disclosed to the board under division 205
(B) (1) of this section; 206
(b) The information calculated under division (B) (2) of 207
this section, if applicable; 208
(c) The information required by division (C) (2) of this 209
section. 210
(2) The board shall include in the report required by 211
division (C) (1) of this section all the following information 212
regarding all of the alternative investment vehicles through 213
which the board invests: 214
(a) The name, address, and vear in which the initial 215

investment capital was delivered to each alternative investment 216
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vehicle;

(b) The dollar amount of the commitment and cash

contributions the board has made to each alternative investment

vehicle since inception;

(c) The dollar amount, on a fiscal vear-end basis, of cash

distributions the board receives from each alternative

investment vehicle;

(d) The dollar amount, on a fiscal vear-end basis, of cash

distributions the board receives, plus the remaining value of

partnership assets attributable to the board's investment in

cach alternative investment vehicle;

(e) The dollar amount of the total management fees and

costs paid on an annual fiscal yvear—-end basis by the board to

each alternative investment vehicle;

(f) The dollar amount of cash profit the board receives

from each alternative investment vehicle on a fiscal year-end

basis.

(D) This section applies to all contracts the board enters

into on or after the effective date of this section and any

existing contract pursuant to which the board makes a new

capital commitment on or after that date. The board shall make

reasonable efforts to obtain the information described in

division (B) of this section about alternative investments made

under contracts entered into on or before the effective date of

this section to which no new capital commitments are made and to

comply with the reporting regquirements in division (C) of this

section with respect to those investments.

Sec. 3307.16. (A) As used in this section:
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(1) "Alternative investment" means an investment in a

private equity fund, venture fund, hedge fund, real estate fund,

or absolute return fund.

(2) "Alternative investment vehicle" means a limited

partnership, limited liability company, or other legal structure

through which the state teachers retirement board invests in an

alternative investment.

(3) "Carried interest" means any share of profits from an

alternative investment vehicle that is distributed to a fund

manager or related parties, including allocations of alternative

investment vehicle profits received by a fund manager in

consideration of having waived fees the fund manager might

otherwise have been entitled to receive.

(4) "Fund manager" includes the general partner, managing

manager, adviser, or other person with primary investment

decision-making authority over an alternative investment

vehicle. "Fund manager" includes related parties of a fund
manager.
(5) "Operational person" means any operational partner,

senior advisor, or other consultant or employee whose primary

activity for a relevant entity is to provide operational support

to any portfolio company of any alternative investment vehicle,

account, or fund managed by a related person.

(6) "Related party" means:

(a) Any related person or operational person;

(b) Any entity more than ten per cent of the ownership of

which is held directly or indirectly, whether through other

entities or trusts, by a related person or operational person

regardless of whether the related person or operational person

Page 10

245
246
247

248
249
250
251

252
253
254
255
256
257

258
259
260
261
262

263
264
265
266
267

268

269

270
271
272
273



H. B. No. 515
As Introduced

participates in the carried interest received by the general

partner or special limited partner;

(c) Any consulting, legal, or other service provider

reqularly engaged by portfolio companies of an alternative

investment vehicle, account, or fund that is managed by a

related person and provides advice or services to any related

person or relevant entity.

(7) "Related person" means any current or former employee,

manager, or partner of any entity that is involved in the

investment activities or accounting and valuation functions of a

relevant entity or any family member of the employee, manager,

or partner.

(8) "Relevant entity" means the general partner, any

separate carry vehicle, the investor advisor, any of the

investment advisor's parent or subsidiary entities, or any

similar entity related to any other alternative investment

vehicle, account, or fund advised or managed by any current or

former related person.

(B) (1) The board shall require each alternative investment

vehicle through which it invests to disclose to the board, at

least annually, all of the following information:

(a) The fees and expenses the state teachers retirement

system pays directly to the alternative investment vehicle, fund

manager, and any related parties;

(b) The retirement system's share of fees and expenses not

included in division (B) (1) (a) of this section that are paid

from the alternative investment vehicle to the fund manager and

any related parties;

(c) The retirement system's share of carried interest
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distributed to the fund manager or related parties;

(d) The retirement system's share of aggregate fees and

expenses paid by all of the portfolio companies held within the

alternative investment vehicle to the fund manager or related

parties;

(e) The alternative investment vehicle's gross and net

rate of return since its inception;

(f) The investment multiple of each alternative investment

vehicle since inception.

(2) The board may independently calculate the information

described in division (B) (1) (b) of this section based on

information the alternative investment vehicle is contractually

required to provide to the board. If the board independently

calculates that information, the alternative investment vehicle

is not required to provide it to the board.

(C) (1) Not later than one vyear after the effective date of

this section, and at least once each vyear thereafter, the board

shall compile and include in a written report all of the

following information and present the information at a meeting

open to the public:

(a) The information disclosed to the board under division

(B) (1) of this section;

(b) The information calculated under division (B) (2) of

this section, if applicable;

(c) The information regquired by division (C) (2) of this

section.

(2) The board shall include in the report required by

division (C) (1) of this section all the following information

Page 12

303

304
305
306
307

308
309

310
311

312
313
314
315
316
317

318
319
320
321
322

323
324

325
326

327
328

329
330



H. B. No. 515
As Introduced

regarding all of the alternative investment vehicles through

which the board invests:

(a) The name, address, and vear in which the initial

investment capital was delivered to each alternative investment

vehicle;

(b) The dollar amount of the commitment and cash

contributions the board has made to each alternative investment

vehicle since inception;

(c) The dollar amount, on a fiscal year-end basis, of cash

distributions the board receives from each alternative

investment vehicle;

(d) The dollar amount, on a fiscal vear-end basis, of cash

distributions the board receives, plus the remaining value of

partnership assets attributable to the board's investment in

cach alternative investment vehicle;

(e) The dollar amount of the total management fees and

costs paid on an annual fiscal year-end basis by the board to

each alternative investment vehicle;

(f) The dollar amount of cash profit the board receives

from each alternative investment vehicle on a fiscal year—-end

basis.

(D) This section applies to all contracts the board enters

into on or after the effective date of this section and any

existing contract pursuant to which the board makes a new

capital commitment on or after that date. The board shall make

reasonable efforts to obtain the information described in

division (B) of this section about alternative investments made

under contracts entered into on or before the effective date of

this section to which no new capital commitments are made and to
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comply with the reporting regquirements in division (C) of this

section with respect to those investments.

Sec. 3309.151. (A) As used in this section:

(1) "Alternative investment" means an investment in a

private equity fund, venture fund, hedge fund, real estate fund,

or absolute return fund.

(2) "Alternative investment vehicle" means a limited

partnership, limited liability company, or other legal structure

through which the school emplovyees retirement board invests in

an alternative investment.

(3) "Carried interest" means any share of profits from an

alternative investment vehicle that is distributed to a fund

manager or related parties, including allocations of alternative

investment vehicle profits received by a fund manager in

consideration of having waived fees the fund manager might

otherwise have been entitled to receive.

(4) "Fund manager" includes the general partner, managing

manager, adviser, or other person with primary investment

decision-making authority over an alternative investment

vehicle. "Fund manager" includes related parties of a fund
manager.
(5) "Operational person" means any operational partner,

senior advisor, or other consultant or employee whose primary

activity for a relevant entity is to provide operational support

to any portfolio company of any alternative investment vehicle,

account, or fund managed by a related person.

(6) "Related party" means:

(a) Anv related person or operational person;
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(b) Anyv entity more than ten per cent of the ownership of

which is held directly or indirectly, whether through other

entities or trusts, by a related person or operational person

regardless of whether the related person or operational person

participates in the carried interest received by the general

partner or special limited partner;

(c) Any consulting, legal, or other service provider

reqularly engaged by portfolio companies of an alternative

investment vehicle, account, or fund that is managed by a

related person and provides advice or services to any related

person or relevant entity.

(7) "Related person" means any current or former employee,

manager, or partner of any entity that is involved in the

investment activities or accounting and valuation functions of a

relevant entity or any family member of the employee, manager,

or partner.

(8) "Relevant entity" means the general partner, any

separate carry vehicle, the investor advisor, any of the

investment advisor's parent or subsidiary entities, or any

similar entity related to any other alternative investment

vehicle, account, or fund advised or managed by any current or

former related person.

(B) (1) The board shall require each alternative investment

vehicle through which it invests to disclose to the board, at

least annually, all of the following information:

(a) The fees and expenses the school employees retirement

system pays directly to the alternative investment vehicle, fund

manager, and any related parties;

(b) The retirement system's share of fees and expenses not
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included in division (B) (1) (a) of this section that are paid

from the alternative investment vehicle to the fund manager and

any related parties;

(c) The retirement system's share of carried interest

distributed to the fund manager or related parties;

(d) The retirement system's share of aggregate fees and

expenses paid by all of the portfolio companies held within the

alternative investment vehicle to the fund manager or related

parties;

(e) The alternative investment vehicle's gross and net

rate of return since its inception;

(f) The investment multiple of each alternative investment

vehicle since inception.

(2) The board may independently calculate the information

described in division (B) (1) (b) of this section based on

information the alternative investment vehicle is contractually

required to provide to the board. If the board independently

calculates that information, the alternative investment vehicle

is not required to provide it to the board.

(C) (1) Not later than one vyear after the effective date of

this section, and at least once each year thereafter, the board

shall compile and include in a written report all of the

following information and present the information at a meeting

open _to the public:

(a) The information disclosed to the board under division

(B) (1) of this section;

(b) The information calculated under division (B) (2) of

this section, if applicable;

Page 16

417
418
419

420
421

422
423
424
425

426
427

4238
429

430
431
432
433
434
435

436
437
438
439
440

441
442

443
444



H. B. No. 515
As Introduced

(c) The information required by division (C) (2) of this

section.

(2) The board shall include in the report regquired by

division (C) (1) of this section all the following information

regarding all of the alternative investment vehicles through

which the board invests:

(a) The name, address, and vear in which the initial

investment capital was delivered to each alternative investment

vehicle;

(b) The dollar amount of the commitment and cash

contributions the board has made to each alternative investment

vehicle since inception;

(c) The dollar amount, on a fiscal vear-end basis, of cash

distributions the board receives from each alternative

investment vehicle;

(d) The dollar amount, on a fiscal vear-end basis, of cash

distributions the board receives, plus the remaining value of

partnership assets attributable to the board's investment in

each alternative investment vehicle;

(e) The dollar amount of the total management fees and

costs paid on an annual fiscal vear—-end basis by the board to

cach alternative investment vehicle;

(f) The dollar amount of cash profit the board receives

from each alternative investment vehicle on a fiscal year-end

basis.

(D) This section applies to all contracts the board enters

into on or after the effective date of this section and any

existing contract pursuant to which the board makes a new
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capital commitment on or after that date. The board shall make

reasonable efforts to obtain the information described in

division (B) of this section about alternative investments made

under contracts entered into on or before the effective date of

this section to which no new capital commitments are made and to

comply with the reporting reguirements in division (C) of this

section with respect to those investments.

Sec. 5505.066. (A) As used in this section:

(1) "Alternative investment" means an investment in a

private equity fund, venture fund, hedge fund, real estate fund,

or absolute return fund.

(2) "Alternative investment vehicle" means a limited

partnership, limited liability company, or other legal structure

through which the state highway patrol retirement board invests

in an alternative investment.

(3) "Carried interest" means any share of profits from an

alternative investment vehicle that is distributed to a fund

manager or related parties, including allocations of alternative

investment vehicle profits received by a fund manager in

consideration of having waived fees the fund manager might

otherwise have been entitled to receive.

(4) "Fund manager" includes the general partner, managing

manager, adviser, or other person with primary investment

decision—-making authority over an alternative investment

vehicle. "Fund manager" includes related parties of a fund
manager.
(5) "Operational person" means any operational partner,

senior advisor, or other consultant or employee whose primary

activity for a relevant entity is to provide operational support
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to any portfolio company of any alternative investment vehicle,

account, or fund managed by a related person.

(6) "Related party" means:

(a) Any related person or operational person;

(b) Any entity more than ten per cent of the ownership of

which is held directly or indirectly, whether through other

entities or trusts, by a related person or operational person

regardless of whether the related person or operational person

participates in the carried interest received by the general

partner or special limited partner;

(c) Any consulting, legal, or other service provider

reqularly engaged by portfolio companies of an alternative

investment vehicle, account, or fund that is managed by a

related person and provides advice or services to any related

person or relevant entity.

(7) "Related person" means any current or former employee,

manager, or partner of any entity that is involved in the

investment activities or accounting and valuation functions of a

relevant entity or any family member of the employee, manager,

or partner.

(8) "Relevant entity" means the general partner, any

separate carry vehicle, the investor advisor, any of the

investment advisor's parent or subsidiary entities, or any

similar entity related to any other alternative investment

vehicle, account, or fund advised or managed by any current or

former related person.

(B) (1) The board shall require each alternative investment

vehicle through which it invests to disclose to the board, at

least annually, all of the following information:
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(a) The fees and expenses the state highway patrol

retirement system pays directly to the alternative investment

vehicle, fund manager, and any related parties;

(b) The retirement system's share of fees and expenses not

included in division (B) (1) (a) of this section that are paid

from the alternative investment vehicle to the fund manager and

any related parties;

(c) The retirement system's share of carried interest

distributed to the fund manager or related parties;

(d) The retirement system's share of aggregate fees and

expenses paid by all of the portfolio companies held within the

alternative investment vehicle to the fund manager or related

parties;

(e) The alternative investment vehicle's gross and net

rate of return since its inception;

(f) The investment multiple of each alternative investment

vehicle since inception.

(2) The board may independently calculate the information

described in division (B) (1) (b) of this section based on

information the alternative investment vehicle is contractually

required to provide to the board. If the board independently

calculates that information, the alternative investment vehicle

is not required to provide it to the board.

(C) (1) Not later than one vyear after the effective date of

this section, and at least once each year thereafter, the board

shall compile and include in a written report all of the

following information and present the information at a meeting

open to the public:
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(a) The information disclosed to the board under division

(B) (1) of this section;

(b) The information calculated under division (B) (2) of

this section, if applicable;

(c) The information required by division (C) (2) of this

section.

(2) The board shall include in the report regquired by

division (C) (1) of this section all the following information

regarding all of the alternative investment vehicles through

which the board invests:

(a) The name, address, and vear in which the initial

investment capital was delivered to each alternative investment

vehicle;

(b) The dollar amount of the commitment and cash

contributions the board has made to each alternative investment

vehicle since inception;

(c) The dollar amount, on a fiscal vear-end basis, of cash

distributions the board receives from each alternative

investment vehicle;

(d) The dollar amount, on a fiscal vear-end basis, of cash

distributions the board receives, plus the remaining value of

partnership assets attributable to the board's investment in

each alternative investment vehicle;

(e) The dollar amount of the total management fees and

costs paid on an annual fiscal yvear-end basis by the board to

cach alternative investment vehicle;

(f) The dollar amount of cash profit the board receives

from each alternative investment vehicle on a fiscal year-end

Page 21

559
560

561
562

563
564

565
566
567
568

569
570
571

572
573
574

575
576
5717

578
579
580
581

582
583
584

585
586



H. B. No. 515
As Introduced

basis.

(D) This section applies to all contracts the board enters

into on or after the effective date of this section and any

existing contract pursuant to which the board makes a new

capital commitment on or after that date. The board shall make

reasonable efforts to obtain the information described in

division (B) of

this section about alternative investments made

under contracts

entered into on or before the effective date of

this section to

which no new capital commitments are made and to

comply with the

reporting requirements in division (C) of this

section with respect to those investments.
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