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                                                                                                  Date:  May 14, 2009
                          
 
	To:
	CalPERS All Staff

	From:
	ANNE STAUSBOLL
Chief Executive Officer 
 

	Subject:
	PUBLIC PENSION FUNDS AND PLACEMENT AGENTS

	 
	 

	 
	Earlier this week, you may have seen that the CalPERS Board approved a new policy that requires the disclosure of placement agents, and fees paid to those agents, when seeking business with CalPERS.
 An issue around the use of placement agents and public pension fund investments at other pension funds has been at the forefront of business news in recent weeks.  I wanted to take this opportunity to address this issue and explain the reasons behind the Board’s action this week.
For your information, placement agents are firms or persons hired by investment funds as a finder or marketer to raise money from or obtain access to an investor like CalPERS. Recently, federal and state investigators have alleged that certain placement agents may have paid bribes or kickbacks in “pay-to-play” arrangements to help their investment firm clients obtain capital commitments from public pension funds, particularly in the State of New York.  The investigation has led to several indictments and further investigations of placement agents in California. The use of placement agents by investment firms has been a common practice in the industry, and in and of itself, it is not improper. 
Nevertheless, our Board wanted to ensure we have the highest level of transparency and disclosure possible.  Our Board President directed our staff to draft the policy approved earlier this week. This will go a long way to ensure that our investment decisions are perceived to have been made solely on the merits of proposed investments with full transparency and disclosure.   The policy was adopted by the Board and essentially requires that any investment fund we do business with must disclose the names of placement agents they have used and fees.  In addition, only placement agents with proper registration with the Securities and Exchange Commission may present a fund to CalPERS. 
It is likely you will read or hear more news about this in coming weeks.  I hope this information helps to better understand the issues and provide some assurance that our Board and staff are taking steps to ensure that anyone with a financial interest in an investment is publicly disclosed. 


