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*,.1:& (/ .%& )652(*712. (/ 2&:.,6* 7&/&*7,*.5@ <1*6.6!& 7,),;&5 ,:& 5(1;%. /:()

.%&)"

 A&/&*7,*.5 ,:& K6O .%& S&7;& >1*7 D&--&:5 K7&/6*&7 8&-(+O +%( 2:&,.&7

,*7 5(-7 1*516.,8-&@ %6;%T:653@ %6;%T="" =%#:8 ,= 1":7" =%#:8 $, !KLN )663 !KL9
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6*!&5.)&*. ,*7 ,2.1,:6,- ,7!65(:5R K666O 2&:.,6* 0CD $:15.&&5 ,*7 =//62&:5"

A&/&*7,*.5 K6O 76:&2.-4 <,:.626<,.&7 6* .%& .:,*5,2.6(*5@ ,2.6(*5 ,*7 ()6556(*5

2()<-,6*&7 (/R K66O ,67&7 ,*7 ,8&..&7 (*& ,*(.%&:R ,*7 K666O <1:51&7 , 2(*5<6:,24 ,*7

2(*2&:.&7 2())(* 2(1:5& (/ 2(*712. ,*7 J(6*. &*.&:<:65& 7,),;6*; .%&

'())(*+&,-.%@ 0CD@ 6.5 >1*75 ,*7 0&*.1234 .,B<,4&:5" $%& 2-,6)5 ),7& ,:&

8,5&7 5(-&-4 (* 0&*.1234 <&*56(* -,+@ .:15. -,+@ 2())(* -,+ ,*7 (.%&: 0&*.1234

5.,.1.(:4 -,+5" $%&:& ,:& *( /&7&:,- 2-,6)5 ,55&:.&7"

 /&. '). (0**1 (0-2%2'!,3 ) .0&4*0. !- 5666

 9* HGGGTHGGE@ .%& 0CDH <&*56(* <-,*5 K:&/&::&7 .( !,:6(15-4 ,5 .%&

*?"#86,# ?0/#82 ,5 *?0/#82 ,5 *@5%8$ M%#:82 ,5 *M%#:823 ,;"58""# /#: -/#/7": 4(

0CD@ /(: QFG@GGG <:&5&*. ,*7 /(:)&: 5.,.& ,*7 -(2,- ;(!&:*)&*. &)<-(4&&5 O<(-62&

(//62&:5@ 2-&:35@ J,*6.(:5@ <:(5&21.(:5@ 2(::&2.6(* (//62&:5@ 5(26,- +(:3&:5@ -68:,:6,*5@

&.2" O +&:& (!&: EGGV /1--4 /1*7&7@ +6.% , WH 86--6(* 51:<-15" $%& :&.6:&)&*. ,*7

%&,-.% 2,:& 8&*&/6.5 (/ .%(5& 0&*.1234 +(:3&:5 +&:& 5&21:&"

 $(7,4@ .%& 0CD P-,*5 ,:& 6* 7,*;&: (/ /,6-6*;" $%&4 ,:& ,)(*; .%&

+(:5.T/1*7&7 <18-62 <&*56(* <-,*5 6* .%& X*6.&7 D.,.&5"

 ,3% 56667 8&!-+ 30+% *#..%.9 3#&&!8*% !-$%.,:%-,
4%&(#&:)-;% )-2 (0-2!-+ 2%(!;!,.

 9* HGGGTHGGE@ 0CD -(5. WH"H 86--6(* 6* 6*!&5.)&*.5 K(!&: HGV (/ .%&

0CD >1*789 /88"$83> P# CEEDTHGGY@ 0CD -(5. (!&: WU"U 86--6(* K(!&: QGV (/ .%& 0CD

H 0CD 6*!&5.5 .%& ,55&.5 (/ 6*51:,*2& 8&*&/6. <-,*5 /(: &,2% (/ .%& 0CD P&*56(*
P-,*5@ 6* , <(:./(-6( :&/&:5": $, /8 $1" *!KL M%#:8<2 .16&1 6#&0%:"8 $1,8" =%#:8
%&-7 ,*7 6*!&5.&7 /(: 8(.% .%& <&*56(* ,*7 6*51:,*2& <-,*5 ,5 +&--"
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M%#:89 /88"$83> A=$"5 $1"8" 0,88"8< $1" $5%8$""8Q :&2&6!&7 5.176&5 +%62% :&!&,-&7 .%,.

.%& /6*,*26,- 2(*76.6(* ,*7 -6Z1676.4 (/ .%& >1*75 +&:& 5&:6(15-4 .%:&,.&*&7 ,*7 /,:

+(:5& .%,* +,5 <18-62-4 3*(+*" $%& .:15.&&5 %,7 8&&* 1.6-6I6*; (1.)(7&7@

1*:&,-65.62 ,*7 &!&* /,-5& ,2.1,:6,- &5.6),.&5 ,*7 ,551)<.6(*5 ,8(1. .%& P&*56(*

?0/#89 '"( :"-,75/J16&8< !"#"$ :&.6:&& :,.&5@ -(*;&!6.4@ *&+ %6:&5@ +,;& 6*2:&,5&5@

6*/-,.6(*" >(: &B,)<-&@ $:15.&&5 15&7 ,* ,551)&7 U"FV 4&,:-4 ;(!&:*)&*.,- <,4:(--

;:(+.% +%&* *&+ %6:6*; :,.&5 +&:& *&,: I&:( (: *&;,.6!& ,*7 6*.&:&5. :,.&5 +&:&

$,,> Q,8$ 6-J,5$/#$0(< !KL9 /88%-": /##%/0 5/$" ,= 6#;"8$-"#$ 5"$%5# )*AAKPK23 (/

["[FV +,5 *(. :&,-65.62"U \&!&:.%&-&55@ $:15.&&5 ,*7 (.%&: A&/&*7,*.5 2(*.6*1&7 .(

15& ,551)<.6(*5 .%,. +&:& <:(!&* .( 8& 7&,7 +:(*; 84 .%& ,2.1,- /6;1:&5"

 L&.+&&* HGGG ,*7 HGE]@ .%& 0CD P-,*5 ,2%6&!&7 .%& /(--(+6*; ,2.1,-

,**1,- :,.&5 (/ :&.1:* (* 6*!&5.)&*.5F K*&;,.6!& :&.1:*5 ,:& 5%(+* 6* :&7O^

Q A8 %8": 1"5"6#< $1" $"5- *$1" $5%8$""82 6#&0%:"8 $1,8" $5%8$""8 .1, ."5"
5&:!6*; ,. .%& .6)& (/ .%& &!&*.5 :&/&:&*2&7@ +%62% ),4@ 81. 7(&5 *(. ,-+,45 6*2-17&
,*4 (: ,-- (/ .%& *,)&7 $:15.&&5" $%& .:15.&&5 *,)&7 6* .%65 ,2.6(* ,5 7&/&*7,*.5
+6-- ;&*&:,--4 8& :&/&:&*2&7 ,5 *@5%8$""8>2
U =!&: .%& :&-&!,*. .6)& <&:6(7 0_CD 15&7 ??C9C5 (/ M"HFV K]`QG`GE O ]`QG`G]O@
["[FV K]`QG`G] O ]`QG`EFO ,*7 ["FGV ,/.&: ]`QG`EFR ,)67 :&2&*. 7652-(51:&5 .%&
??C9C %,5 8&&* 21. &!&* /1:.%&: .( F"[FV" >(: 56)<-626.4@ ,*7 8&2,15& ["[FV +,5
15&7 .%:(1;%(1. .%& 81-3 (/ .%& :&-&!,*. .6)& <&:6(75@ +& 15& ["[FV .%:(1;%(1.@
1*-&55 .%& 76//&:&*2& ),..&:5"
F $%& 7,., 6* .%65 2%,:.@ ,*7 6* 2%,:.5 ,*7 .%:(1;%(1. .%65 '()<-,6*.@ 65 .%&
21)1-,.6!& )(!6*; ,!&:,;& (/ .%& ,2.1,- :&.1:*5 /:() .%& 4&,: HGGG /(:+,:7 .(
&,2% :&5<&2.6!& 4&,: &*7@ 1*-&55 .%& 2(*.&B. 2-&,:-4 5.,.&5 .( .%& 2(*.:,:4"

 
YEAR 

Excluding 
Interest/Dividends 

 Including 
Interest/Dividends 

2000 +1.82%  +4.91% 
2001 -3.58%  -0.36% 
2002 -5.12%  -1.74% 
2003 -3.60%  -0.35% 
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 L4 HGGY@ .%& 0CD P-,*5 %,7 ,2%6&!&7 ,* ,!&:,;& ,**1,- :,.& (/

6*!&5.)&*. :&.1:* (/ *&;,.6!& TE"GUV K&B2-176*; 76!67&*75`6*.&:&5.O ,*7 (*-4

<(56.6!& aE"YEV K6*2-176*; 76!67&*75 ,*7 6*.&:&5.O 56*2& HGGG O , .&*T4&,: <&:6(7"

!KL9 AAKPK #";"5 5"&,;"5": =5,- $1" RS>S 86--6(* 6* 6*!&5.)&*. -(55&5 8&.+&&*

HGGGTHGGY"] $%& 15& (/ , ["[FV ??C9C ;(6*; /(:+,:7 +,5 6* 765:&;,:7 (/ .%& 0CD

M%#:89 ,.# /&$%/0 6#;"8$-"#$ 5"&,5: /#: .600=%00( 5"&'0"88> @1" /&$%/0 !KL9

6*!&5.)&*. :&2(:7 ,*7 <&:/(:),*2& 7&)(*5.:,.&7 .( ,-- A&/&*7,*.5 .%,. .%& ["[FV

??C9C 15&7 84 .%& 0CD $:15.&&5@ ,*7 1<(* +%62% 5( )12% &-5& 7&<&*7&7@ %,7

8&&* 1*:&,-65.62 ,*7 1*,2%6&!,8-& ,*7 +(1-7 8& ;(6*; /(:+,:7 (* ,* (*;(6*; 8,565"

$%& ;:,<%5 8&-(+ 5%(+ %(+ 1*:&,-65.62 6. +,5 .( 2(*.6*1& 15& (/ .%& ??C9C (/

["[FV^

] 9/ ,* 6*!&5.)&*. 65 +(:.% WFG ,*7 /,--5 .( WHF@ 4(1: -(55 65 FGV (: WHF" b15. .(
;&. 8,23 .( &!&*@ 4(1: :&),6*6*; WFG (/ 6*!&5.)&*. )(*&4 )15. ;( 1< EGGV" $%&*
.( ),3& 1< .%& ??C9C /(: 8(.% 4&,:5@ 4(1 *&&7 .%& &Z16!,-&*. (/ .+( ["[FV :&.1:*5
(* .(< (/ .%,." c(55&5 (/ .%& ),;*6.17& 51//&:&7 84 .%& 0CD >1*75 2(1-7 *(. 8&
),7& 1< +6.% ,*(.%&: ??C9C (/ ["[FV"

2004 -0.73%  +2.38% 
2005 + 0.41%  + 3.45% 
2006 + 1.32%  + 4.32% 
2007 + 2.63%  + 5.61% 
2008 + 1.45%  +4.44% 
2009 -1.04%  + 1.91% 
2010 + 0.21%  +3.08% 
2011 + 1.52%  + 4.32% 
2012 + 1.19%  + 3.94% 
2013 +1.68%  + 4.40% 
2014 + 2.36%  + 5.06% 
2015 + 2.21%  +4.85% 
2016 + 1.98%  +4.53% 
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M

 ,3% 566<=!"#" $%&'&(%')*'(+,'-%') .%/0 '&1 2-/3 45'-1
)-2 .,)(( 4%&.#--%* ;&!.!.

 d%6-& .%& .:15.&&5 +&:& ,..&)<.6*; .( 7&,- +6.% .%& -,:;&5. 6*!&5.)&*.

-(55&5 0CD %,7 &!&: 51//&:&7 KW]"] 86--6(* 6* J15. , /&+ 4&,:5O@ .%&4 +&:& ,-5( /,26*;

K6O , 56;*6/62,*. 6*2:&,5& 6* :&.6:&&5@ :&Z16:6*; .%& P-,*5 .( 5.,:. <,46*; (1.

6*2:&,56*; ,)(1*.5 (/ 8&*&/6.5 .( :&.6:&&5@ +%( +&:& -6!6*; &!&: -(*;&: -6!&5R ,*7 K66O

5-(+6*; ;:(+.% 6* ;(!&:*)&*. %6:6*;@ !"#"@ /&+&: *&+ )&)8&:5 K,*7 /&+&: +,;&

6*2:&,5&5O .( <:(!67& *&&7&7 /:&5% )(*&4 .( .%& P-,*5"

 9* HGGYTHGEG@ 0CD +,5 ,-5( 51//&:6*; /:() 5&:6(15 L(,:7 .1:)(6- ,*7

5.,// .1:*(!&:" ? 5<&26,- ,176. %,7 1*2(!&:&7 WEHTGT -6006,# 6# *8%8J6&6,%8

J/(-"#$82 )#,. 8$/$%$,560( 600"7/0 J/(-"#$83 $, )45.&:6(15 <-,2&)&*. ,;&*.5@ )12%

,= 6$ 6# &,##"&$6,# .6$1 !KL9 =658$ ";"5 *6#;"8$-"#$2 ,= ,;"5 RGEE -6006,# 6# $.,

&B(.62 %&7;& /1*7T-63& !&%62-&5 5(-7 .( 0CD 84 /6*,*26,- /6:)5 6* HGEG K6* +%62% 0CD

51//&:&7 -,:;& -(55&5O" $%& 0CD '%6&/ 9*!&5.)&*. =//62&5 )*+PF23 /#: UV"&%$6;"

B65"&$,5 )*UB23 ."5" 4,$1 =65":> @1" W,/5: +1/65< / 5"$65": 1671./( J/$5,0-/#< ./8

5"-,;":< 4%$ J"5-6$$": $, 5"-/6# ,# !KL9 P#;"8$-"#$ +,--6$$""" $%65 -&/.

$:15.&&5 .( /,2& .%& /6*,*26,-`,2.1,:6,- 2:6565 +6.% ,* 6*.&:6) _A +%( %,7 *(

6*!&5.)&*. &B<&:6&*2& (: &B<&:.65&@ <-15 , *&+ L(,:7 '%,6:@ *&+ '%6&/ 9*!&5.)&*.

F==6&"5 )*+PF23< / #". B65"&$,5 ,= A0$"5#/$6;" P#;"8$-"#$8< /#: / &,-J5,-68":

9*!&5.)&*. '())6..&&" \(*& (/ .%&5& 6*76!671,-5 %,7 &B<&:6&*2& (: &B<&:.65& 6*
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Y

*/48,0%$" 5"$%5#2 =%#:8 ,= 1":7" =%#:8< $1" W0/&' W,V[ !&%62-&5 .%& S&7;& >1*7

D&--&:5 +&:& ,8(1. .( 5&-- .( 0CD"

 9* HGGYTCEGE< /8 !KL9 @5%8$""8 .:6&7 .( 7&,- +6.% .%& %1;& 6*!&5.)&*.

-(55&5 +6.% , 765:1<.&7 L(,:7 ,*7 7&26),.&7 5.,//@ .%& 0CD ?0/#89 6#$"5#/0

7&)(;:,<%625 2(*.6*1&7 .( 7&.&:6(:,.&^ )(:& :&.6:&&5@ -6!6*; -(*;&:@ /&+&: *&+ <-,*

)&)8&:5@ -(+&: <,4 6*2:&,5&5@ ,*7 )12% -(+&: 6*!&5.)&*. :&.1:*5 .%,* .%&

<18-65%&7 ["[FV ??C9C" $:15.&&5 :&,-6I&7 .%,.@ &!&* 6/ .%& 0CD >1*75 2(1-7

5()&%(+ &,:* ["[FV <&: 4&,: ;(6*; /(:+,:7 /(:&!&:@ .%& P-,*5 +&:& ;(6*; .( /,2& ,

5&:6(15 -6Z1676.4 5Z1&&I&"

 L4 HGEG@ .%& 0CD $:15.&&5 ,*7 (//62&:5 +&:& 2,1;%. 6* , .6;%.&*6*;

/6*,*26,-`,2.1,:6,- !65&" S,!6*; 51//&:&7 (!&: W]"] 86--6(* 6* 6*!&5.)&*. -(55&5 6*

5&!&* 4&,:5 K+%62% +(1-7 <&*,-6I& :&.1:*5 ,. -&,5. 1*.6- HGEUO@ .%&4 *(+ %,7 .( /6*7

, +,4 .( <,4 &!&: 6*2:&,56*; *1)8&:5 (/ -(*;&:T-6!6*; :&.6:&&5@ +6.% /&+&: ,*7 /&+&:

#". J0/# -"-4"58 &,#$564%$6#7 ./7" /88"88-"#$8< /00 6# / *X"5,2 6#$"5"8$ 5/$"

&*!6:(*)&*." $%&4 ,*7 .%&6: 6*!&5.)&*. ,*7 ,2.1,:6,- ,7!65(:5 :&,-6I&7 .%,. .%&

P-,*5 +(1-7 -63&-4 *(. %,!& .%& )(*&4 .( <,4 .%& <:()65&7 ,*7 -&;,--4T(8-6;,.&7

<&*56(*5 &!&* ,551)6*; .%& >1*75 &,:*&7 .%& <18-65%&7@ 81. *(+ 3*(+* 84 .%&)

.( 8& 2()<-&.&-4 1*:&,-65.62@ ??C9C (/ ["[FV <&: 4&,:@ &!&:4 4&,:@ /(:&!&: ;(6*;

[ *W0/&' W,V2 1":7" =%#:8 /5" ;"16&0"8 .1"5" $1" *6#;"8$,52 '#,.8 06$$0" 6=
/#($16#7 /4,%$ $1" &,#$"#$8 ,= $1" ;"16&0" ,5 1,. $1" -,#"( 68 4"6#7 *6#;"8$":>2
$%65 5&2:&24 65 151,--4 8,5&7 (* , 2-,6) 84 .%& %&7;& /1*7 5&--&:`),*,;&: .%,. .%&
)&.%(75@ 5.:,.&;6&5 ,*7 /&&5 (/ .%& /1*7 ,:& 5(<%65.62,.&7@ 5&2:&. ,*7 5122&55/1- ,*7
.%15 ,:& 2-,6)&7 .( 8& <:(<:6&.,:4 ,*7 2,**(. 8& 7652-(5&7 /(: /&,: (/ -(56*; 2-,6)&7
2()<&.6.6!& ,7!,*.,;&5"

F6
CE

B0
A5

-F
B7

B-
45

A9
-B

98
B-

92
2C

BE
CA

36
35

 : 
00

00
14

 o
f 0

00
13

2



EG

/(:+,:7" ?-- 7&/&*7,*.5 ,-5( :&,-6I&7 .%,. 6/ .%&4 %(*&5.-4 ,*7 6* ;((7 /,6.% /,2.(:&7

6* ,*7 7652-(5&7 :&,-65.62 ,2.1,:6,- ,551)<.6(*5 ,*7 &5.6),.&5 ,*7 6*!&5.)&*.

:&.1:*5@ .%& ,7)6..&7-4 1*7&:/1*7&7 5.,.15 (/ .%& P-,*5 +(1-7 534:(23&. 84 86--6(*5

(/ 7(--,:5 (!&:*6;%.@ .%,. .%&:& +(1-7 8& , %1;& <18-62 (1.2:4@ .%,. .%&6:

5.&+,:75%6< ,*7 5&:!62&5 .( .%& >1*75 +(1-7 8& !6;(:(15-4 2:6.626I&7@ ,*7 .%,. .%&4

+(1-7 -63&-4 8& 6*!&5.6;,.&7@ (15.&7@ ,*7 %&-7 .( ,22(1*."

 2%(%-2)-,. ;3##.% ,# ;#$%& 04 )-2 4*)1 ;),;3 04

 +,#$5/5( $, $1"65 ,4067/$6,#8 ,= $5%$1=%0 :68&0,8%5" 6# *"/860(

%#:"58$,,:2 0/#7%/7" /8 -/#:/$": 4( $1" !&*.1234 <&*56(* 5.,.1.&@ $:15.&&5@ +6.%

.%& 3*(+6*; ,5565.,*2& (/ ,-- .%& (.%&: A&/&*7,*.5@ 2%(5& .( 2(!&: 1< .%& .:1&

&B.&*. (/ .%& 0CD /6*,*26,-`,2.1,:6,- 5%(:./,--5 ,*7 .,3& -(*;5%(. 6)<:17&*. :6535

.6$1 !KL M%#:8 $, $5( $, &/$&1 %J =,5 $1" M%#:89 J56,5 -(55&5 ,*7 7&2&<.6(*5" $%&4

)65-&7@ )65:&<:&5&*.&7 ,*7 (8/152,.&7 .%& .:1& 5.,.& (/ ,//,6:5 6*567& 0CD /:() ,.

-&,5. HGGY /(:+,:7"

 $%& .:15.&&5 %,7 ,-5( 2%(5&* .( 5<:&,7 .%& WH"H 86--6(* 6* 6*!&5.)&*.

-(55&5 6* HGGETHGGH (!&: .%& /(--(+6*; /6!& 4&,:5@ ,*7 767 .%& 5,)& +6.% .%& WU"U

86--6(* 6* -(55&5 6* HGGMTHGGY" d6.% .%&5& %1;& -(55&5 ,-:&,74 6* <-,2&@ .%& .:15.&&5

+&:& /,26*; , 5&!&:& 2:6565 2,15&7 84 .%&6: :&23-&55 ,551)<.6(*5" $:15.&&5 ,*7 (.%&:

A&/&*7,*.5 ),7& :&<:&5&*.,.6(*5 6* 0CD ?**1,- C&<(:.5 .( )&)8&:5 ,*7

0&*.1234 .,B<,4&:5 76:&2.-4 2(*.:,:4 .( .%& ,2.1,- ,2.6(*5 (/ $:15.&&5 ,*7 (.%&:

A&/&#:/#$8< 8$/$6#7 $1/$Y *)63 >>> $1" W,/5: =,00,.8 / J,06&( ,= $1,%71$=%00( 75,.6#7

(1: ,55&. 8,5& +%6-& <:(.&2.6*; ,;,6*5. 1*71& :653 ,*7 -(55&5 6* ,*4 <,:.621-,:

6*!&5.)&*. ,:&," $%& L(,:7 :&2(;*6I&5 6.5 /67126,:4 71.4 """ .( 6*!&5. .%& /1*75 6*
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EE

2()<-6,*2& .6$1 $1" ?5%:"#$ ?"58,# K%0"N )663 *6$8 6#;"8$-"#$ :"&686,#8 >>> Z/5"[ $1"

:&51-. (/ 2(*526(15 &B&:265& (/ 7652:&.6(* """ ,*7 .%,. <:(<&: 76!&:56/62,.6(* (/ ,55&.5

-%8$ 4" -/6#$/6#":2N )6663 *$15,%71 $1"8" J,06&6"82 $1/$ !KL 1/8 4""# /40" $,

J5,;6:" *867#6=6&/#$ 5"$%5#82 >>> .160" *1,0:6#7 :,.#<2 Z/#:[ *-6#6-6X6#7 6#;"8$-"#$

"VJ"#8"82N ,*7 K6!O .%& 0CD ?**1,- C&<(:.5 .( )&)8&:5 ,*7 $/VJ/("58 *.,%0:

<:(!67& 2()<-&.& ,*7 :&-6,8-& 6*/(:),.6(* ,5 , )&,*5 /(: 7&.&:)6*6*; 2()<-6,*2&
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Our analysis suggests that, despite promises of better and less correlated returns, 
hedge funds failed to deliver significant benefits to any of the pension finds we 
reviewed. Instead, our findings suggest that hedge funds collected billions in 
disproportionately high fees that do not appear justified by performance, while 
costing public pension funds ! and the public employees and taxpayers who fund 
them ! additional billions in lost investment revenue. 

*** 

Indeed, our findings suggest that all 11 pension funds included in our analysis 
would have performed better having never invested in hedge funds in the first place. 
This has important implications not only for pension fund trustees, who have a 
fiduciary duty to prudently seek investments that provide the highest long-term 
returns for the lowest cost to the pension fund, but also for public employees, public 
employee unions, retirees and taxpayers b [who] should be concerned about this 
overall negative impact that hedge funds are exerting on public pension funds. 
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*The biggest cause of the shortfall was erroneous actuarial assumptions made by 
past members of the boards of these systems, which led to significant underfunding 
... 

bpast assumptions were often manipulated by the prior pension boards in order to 
minimize the *cost2 of pensions to the state budget. Unreasonably high investment 
expectations were made and funding was based on false payroll numbers. 

The result was to provide a false sense of security and justify smaller than necessary 
contributions to the pension plans. This was a morally negligent and irresponsible 
thing to do.2 
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KRS made serious math errors in recent years, relying on overly optimistic 
assumptions about its investment returns, the growth of state and local government 
payrolls. We have been aggressively wrong in our assumptions for many years. 

... 
It doesn9t make any sense ... We wonder why the plans are underfunded. It9s not all 
the legislature9s fault. It9s the board9s responsibility to give the correct numbers. ... 

Payroll growth was negative and you assumed 4% growth? Were any of you paying 
attention? 
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*The massive dollar amounts came as no surprise and are largely a result of new 
assumptions ... lowering projections on how much the plans will earn on 
investments and on how much government payrolls are expected to grow.2 
John Farris said the new assumptions replace optimistic ones used by boards in the 
past that caused Kentucky Retirement Systems to not ask for sufficient funding 
which led to the accumulation of billions in unfunded liabilities. 

*Now we9re giving the right numbers. Lots of complaints about the right numbers. 
I understand it ... I wish it wasn9t that way. I wish they were given the right numbers 
10 years ago.2 

 ?. .%& .6)& .%&5& :&51-.5 +&:& :&-&,5&7 .%& D.,.& L17;&. A6:&2.(:

5.,.&7^

*In the past, a lack of realistic and rational actuarial assumptions helped obscure the 
distressed financial status of the plans and contributed to the long-term 
unsustainability of the plans b We will ask [KRS9 actuary] to prepare 
calculationsbso that policymakers can make informed decisions based on 
scenarios that include realistic assumptions.2 
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,;"5/00 1":7" =%#: *6#;"8$-"#$8>2 +,,' /55/#7": =,5 / !!Kg?568-/ "V"&%$6;" $,

.,5' 6#86:" !KL< .160" 8$600 4"6#7 J/6: 4( !!Kg?568-/> +,,'98 J5"8"#&" ,# $1" 0CD

L(,:7 ,*7 .%& <:&5&*2& (/ 00C`P:65), &B&21.6!&5 6*567& 0CD@ ,*7 2&:.,6* (.%&:

.:,*5,2.6(*5 6* +%62% %& <,:.626<,.&7@ !6(-,.&7 .%& 2(*/-62. (/ 6*.&:&5. <:(!656(*5 (/

.%& 0&*.1234 P&*56(* c,+"

 A&/&*7,*. C,*74 =!&:5.:&&.@ , :&.6:&7 %6;%+,4 <,.:(-),*@ +,5 ,

$:15.&& (/ 0CD /:() EYYF .%:(1;% HGEF" S& 5&:!&7 ,5 '%,6: /:() EYY[ 1*.6- HGEE

+%&* %& +,5 :&)(!&7 ,5 '%,6: /(--(+6*; .%& %1;& HGGMTHGGY -(55&5 ,*7 .%&

7652(!&:4 (/ WEHTGT -6006,# 6# *8%8J6&6,%82 J0/&"-"#$ /7"#$ *=""2 J/(-"#$8>
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H]

=!&:5.:&&. +,5 ,;,6* ,<<(6*.&7 '%,6: 6* HGEQ" A&/&*7,*. =!&:5.:&&. +,5 <&:)6..&7

.( 5.,4 (* .%& 9*!&5.)&*. '())6..&& &!&* +%&* 7&)(.&7 ,5 '%,6:@ 5&:!6*; (* .%,.

2())6..&& /:() HGEG .%:(1;% HGEE@ ,*7 ,;,6* HGEQ .%:(1;% HGEU"

 A&/&*7,*. $6)(.%4 c(*;)&4&: +,5 $:15.&& (/ 0CD /:() ?<:6- E@ HGEG

.%:(1;% HGEF ,*7 (* .%& 9*!&5.)&*. '())6..&& /:() HGEG .%:(1;% HGEQ@ 6*2-176*;

+%&* 0CD +,5 5(-7 .%& L-,23 L(B&5 84 .%& S&7;& >1*7 D&--&:5" S& 5185&Z1&*.-4

<-&,7&7 ;16-.4 .( .,36*; , 8:68& 6* 2(**&2.6(* +6.% .%& ,+,:7 (/ , 2(*51-.6*;

2(*.:,2. /(: , ;(!&:*)&*. &*.6.4 ,*7 +,5 5&*.&*2&7 .( [G )(*.%5 6* J,6-"

 A&/&*7,*. L(884 A" S&*5(* +,5 , $:15.&& (/ 0CD /:() ,<<:(B6),.&-4

EYYM .%:(1;% HGEU@ 6*2-176*; +%&* 0CD +,5 5(-7 .%& L-,23 L(B&5 84 .%& S&7;&

>1*7 D&--&:5"

 A&/&*7,*. $%(),5 _--6(.. +,5 , $:15.&& (/ 0CD 8&;6**6*; 6* ?<:6-

HGEE" _--6(.. +,5 .%& '%,6: (/ 0CD /:() g,4 HGEH .( ?<:6- HGEQ ,*7 (* .%&

9*!&5.)&*. '())6..&& /:() %65 ,<<(6*.)&*. .%:(1;% HGE[@ 6*2-176*; +%&* .%&

L-,23 L(B&5 +&:& 5(-7 .( 0CD 84 .%& S&7;& >1*7 D&--&:5"

 A&/&*7,*. b&**6/&: _--6(.. +,5 , )&)8&: (/ .%& L(,:7 (/ $:15.&&5 (/

0CD /:() HGGY .%:(1;% =2.(8&: HGEH" D%& +,5 L(,:7 '%,6: ,/.&: =!&:5.:&&. +,5

7&)(.&7 1*.6- HGEH" b&**6/&: _--6(.. +,5 '%,6: (/ .%& L(,:7 ,*7 ,-5( (* .%&

9*!&5.)&*. '())6..&& +%&* .%& L-,23 L(B&5 +&:& 5(-7 .( 0CD 84 .%& S&7;& >1*7

D&--&:5"

 A&/&*7,*. f6*2& c,*; 65 , /(:)&: $:15.&& (/ 0CD 8&;6**6*; 6*?<:6-

HGGF" c,*; +,5 '%,6: (/ .%& 9*!&5.)&*. '())6..&& /:() ,. -&,5. >&8:1,:4 HGEG
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H[

.%:(1;% ?<:6- HGEE@ ,*7 (* .%& 9*!&5.)&*. '())6..&& /:() HGEG .%:(1;% HGEQ

6*2-176*; +%&* .%& L-,23 L(B&5 +&:& 5(-7 .( 0CD 84 .%& S&7;& >1*7 D&--&:5"

 A&/&*7,*. A,!67 P&7&* +,5 ,* =//62&: (/ 0CD /:() HGGY .%:(1;%

&,:-4 HGE[" S& +,5 6*!(-!&7 6* .%& 5,-&5 (/ .%& L-,23 L(B&5 .( 0CD 6* HGEE"

A&/&*7,*. P&7&* +,5 '9= /:() b,*1,:4 HGEQ .%:(1;% .%& &*7 (/ %65 &)<-(4)&*."

A&/&*7,*. P&7&* <:&!6(15-4 +(:3&7 ,. P:65), +6.% A&/&*7,*. '((3"

 A&/&*7,*. $" b" ',:-5(* +,5 ,* =//62&: (/ 0CD /:() >&8:1,:4 HGEE@

.%:(1;% \(!&)8&: HGEQ@ 71:6*; +%62% .6)& %& 5&:!&7 ,5 .%& '%6&/ 9*!&5.)&*.

=//62&:" ',:-5(* +,5 '9= (/ 0CD +%&* .%& S&7;& >1*7 D&--&:5 5(-7 .%& L-,23 L(B&5

.( 0CD" ',:-5(* )(!&7 .( $&B,5 6* HGEQ" ',:-5(* 65 518J&2. .( .%& !- 2#(.%-03

J1:65762.6(* (/ .%65 2(1:. <1:51,*. .( 04" D.,." UFU"HEGKQOK2O"

 A&/&*7,*. L:&*. ?-7:67;& +,5 ,* =//62&: (/ 0CD /:() ?1;15. EYYE

.%:(1;% ?1;15. HGE]" ?-7:67;& +,5 6* 2%,:;& (/ ?-.&:*,.6!& 9*!&5.)&*.5 ,. 0CD"

d%&* g:" $(5% +,5 /6:&7 ,5 '9=@ ?-7:67;& +,5 ,53&7 .( 5&:!& ,5 6*.&:6) '9=

71:6*; HGGYTHGEG" ?-7:67;& :&.1:*&7 .( %&,7 ?-.&:*,.6!& 9*!&5.)&*.5 &!&* .%(1;%

%& %,7 *( 56;*6/62,*. &B<&:6&*2& (: &B<&:.65& 6* /1*7 (/ %&7;& /1*7 !&%62-&5" S& +,5

6* .%,. <(56.6(* +%&* .%& L-,23 L(B&5 +&:& 5(-7 .( 0CD 84 .%& S&7;& >1*7 D&--&:5"

 A&/&*7,*. d6--6,) ?" $%6&-&* +,5 ,* =//62&: (/ 0CD /:() ,. -&,5. b1-4

HGG] .%:(1;% D&<.&)8&: E@ HGE]" $%6&-&* 8&2,)& 6*.&:6) _B&21.6!& A6:&2.(: K_AO

(/ 0CD 6* ?<:6- HGEE ,/.&: .%& <:&!6(15 _B&21.6!& A6:&2.(: Kg:" L1:*567&O +,5 /6:&7

6* &,##"&$6,# .6$1 $1" *=""2 J/(-"#$8 8&/#:/0< /#: 1" 8"5;": /8 UB =5,- CEGC

.%:(1;% HGE]" $%6&-&* %,7 *( &B<&:.65& 6* 6*!&5.)&*.5" d%&* .%& L-,23 L(B&5 +&:&
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HM

5(-7 .( 0CD 84 .%& S&7;& >1*7 D&--&:5@ A&/&*7,*. $%6&-&* +,5 5&:!6*; ,5 .%&

6*.&:6) _B&21.6!& A6:&2.(:"

 d6.% .%& &B2&<.6(* (/ ',:-5(*@ .%& 6*76!671,-5 *,)&7 6* .%& /(:&;(6*;

<,:,;:,<%5 ,:& &,2% :&567&*.5 ,*7 26.6I&*5 (/ 0&*.1234"

 HEDGE FUND SELLER DEFENDANTS 

a. KKR, Kravis, Roberts, Prisma and Reddy 

 B"="#:/#$ !!K f +,> ^>?> )*!!K23 68 / 0/57" ]/00 D.:&&. /6*,*26,-

"#$"5J568" .16&1 8"008 *6#;"8$-"#$2 J5,:%&$8 /#: J5,;6:"8 6#;"8$-"#$ &,%#8"06#7<

,7!62& ,*7 ),*,;&)&*. 5&:!62&5" 00C ),3&5 86--6(*5 (/ 7(--,:5 , 4&,: 6* <:(/6.5

5&--6*; &B.:&)&-4 2()<-&B %6;%T:653 6*!&5.)&*. <:(712.5 2%,:;6*; &B2&<.6(*,--4

%6;% /&&5" 9. 65 <,67 , <&:2&*.,;& *( ),..&: %(+ .%& 6*!&5.)&*. <&:/(:)5" ?22(:76*;

$, !!K< *,%5 1":7" =%#: 4%86#"88 68 &,-J568": ,= &%8$()6I&7 %&7;& /1*7 <(:./(-6(5@

%&7;& /1*7T(/T=%#: 8,0%$6,#8 >>> -/#/7": 4( !!K ?KPLQA>2 A$ ("/5T&*7 HGEF@

00C +,5 +(:.% ,-)(5. WFG 86--6(* +6.% 4&,:-4 *&. 6*2()& (/ WF 86--6(*"

 9* HGEH@ 00C ,2Z16:&7 P:65), K2()86*&7 2()<,*4 :&/&::&7 .( ,5

00C`P:65),O" 9* HGE[@ 00C`P:65), 2()86*&7 +6.% P,26/62 ?-.&:*,.6!& ?55&.

Q/#/7"-"#$ +,> )*?AAQ+F23 $, &5"/$" / #". =65- ?AAQ+Fg?KPLQA

S=cA9\ND" $%& *&+ /6:) 2(*.6*1&5 .%& 00C`P:65), %&7;& /1*7 8156*&55" $%&

:&,5(* /(: .%65 ,2Z1656.6(* ,*7 2()86*,.6(* +,5 .%& 5&!&:& 2(*5(-67,.6(* ,*7

5%:6*3,;& (/ .%& %&7;& /1*7 6*715.:4@ 215.()&: ,*;&:@ :&7&)<.6(*5 ,*7 .%&

6*2:&,56*;-4 8,7 :&<1.,.6(* (/ /1*7 (/ %&7;& /1*7 !&%62-&5" $%65 -&7 .( (*;(6*; -,:;&

:&7&)<.6(*5 (/ ,55&.5 1*7&: ),*,;&)&*. ,*7 5-(+6*; 5,-&5 (/ *&+ /1*75 8&2,15& (/

.%& <((: :&.1:*5 ,*7 %6;% &B<&*5&5 (/ .%&6: <:(712.5" 00C 8&,:5 1-.6),.& -&;,-
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HY

:&5<(*5686-6.4 /(: .%& -6,86-6.6&5 (/ P:65), ,*7 P??g'="

 00C`P:65), %(-75 6.5&-/ (1. ,5 %,!6*; ;:&,. 5(<%65.62,.6(*@ &B<&:6&*2&

/#: "VJ"5$68" 6# =6#/#&6/0 -/$$"58< 8$/$6#7Y )63 *F1: 8156*&55 (//&:5 , 8:(,7 :,*;& (/

6#;"8$-"#$ -/#/7"-"#$ 8"5;6&"8 $, ,%5 =%#: 6#;"8$,582N )663 *]" /5" / 0"/:6#7

;-(8,- 6*!&5.)&*. /6:) .%,. ),*,;&5 6*!&5.)&*.5 """ 6*2-176*; """ %&7;& /1*75" d&

,6) .( ;&*&:,.& ,..:,2.6!& 6*!&5.)&*. :&.1:*5 84 /(--(+6*; , <,.6&*. ,*7 76526<-6*&7

6#;"8$-"#$ /JJ5,/&12N )6663 *F%5 6#;"8$-"#$ J5,="886,#/08 8&5""# $1" ZJ,$"#$6/0

6*!&5.)&*.k (<<(:.1*6.4 ,*7 j.%&*k """ <:(2&&7 +6.% /1:.%&: 76-6;&*2& """ $%65 :&!6&+

2(*567&:5 ),*4 /,2.(:5 6*2-176*; """ &B<&2.&7 :&.1:*5 """ %65.(:62,- ,*7 <:(J&2.&7

=6#/#&6/0 :/$/ >>> $1" e%/06$( /#: $5/&' 5"&,5: ,= $1" 688%"598 -/#/7"-"#$ $"/- >>>

5<&26/62 6*!&5.)"#$ &,--6$$""8 -,#6$,5 /00 :%" :6067"#&" J5/&$6&"82N /#: )6;3 *]"

)(*6.(: (1: <(:./(-6(5 (/ 6*!&5.)&*.5 156*; ,5 ,<<-62,8-&@ 7,6-4@ Z1,:.&:-4 ,*7

,**1,- /#/0(8"8>2

 A&/&*7,*. S&*:4 C" 0:,!65 2(T/(1*7&7 00C 6* EY[] ,*7 65 '(T

'%,6:),* ,*7 '(T'%6&/ _B&21.6!& =//62&: ,*7 6.5 g,*,;6*; P,:.*&:" ?22(:76*; .(

!!K98 A##%/0 K"J,5$< !5/;68 68 */&$6;"0( 6#;,0;": 6# -/#/76#7 $1" =65- /#:b1/8

)(:& .%,* /(1: 7&2,7&5 (/ ,*7 &B<&:6&*2& /6*,*26*;@ ,*,-4I6*; ,*7 6*!&5.6*; 6*

<18-62 ,*7 <:6!,.& 2()<,*6&5 """ j,*7k ?5 '(T'%6&/ _B&21.6!& =//62&:@ g:" 0:,!65 %,5

/# 6#$6-/$" '#,.0":7" ,= !!K98 4%86#"88>h

 A&/&*7,*. N&(:;& C" C(8&:.5 2(T/(1*7&7 00C 6* EY[] ,*7 65 '(T

'%,6:),* ,*7 '(T+16"= F==6&"5 /#: 6$8 Q/#/76#7 ?/5$#"5> A&&,5:6#7 $, !!K98

A##%/0 K"J,5$< K,4"5$8 68 */&$6;"0( 6#;,0;"7 6* ),*,;6*; .%& /6:) """ %,5 )(:& .%,*
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QG

/(1: 7&2,7&5 (/ &B<&:6&*2&@ /6*,*26*;@ ,*,-4I6*;@ ,*7 6*!&5.6*; 6* <18-62 ,*7 <:6!,.&

2()<,*6&5 """ j,*7 ,k5 (1: '(T'%6&/ _B&21.6!& =//62&:@ g:" C(8&:.5 %,5 ,* 6*.6),.&

'#,.0":7" ,= !!K98 4%86#"88>2

 W"&/%8" ,= !5/;689 /#: K,4"5$89 8$/$%8 /8 &,T/(1*7&:5@ L(,:7 '(T'%,6:5

,*7 '(T'_=5 (/ 00C@ ,5 +&-- ,5 5&:!6*; '(T'%,6:5 (/ 6.5 g,*,;&)&*. '())6..&&@

0:,!65 ,*7 C(8&:.5 +&:& 8(.% 6* , <(56.6(* .( 2(*.:(- ,*7 767 2(*.:(- .%& 7,4T.(T7,4

(<&:,.6(*5 (/ 00C 71:6*; .%& :&-&!,*. .6)& <&:6(75" $%:(1;% , 2()<-&B +&8 (/

J56;/$" J/5$#"5816J8 !5/;68 /#: K,4"5$8 J"58,#/00( &,#$5,00": *$1" -/#/7"-"#$ ,=

Z!!K98[ 4%86#"88 /#: /==/658 b 5/$1"5 $1/# $15,%71 / 4,/5: ,= :65"&$,58 b /#: /5"

/%$1,56X": $, /JJ,6#$ ,$1"5 ,==6&"58>2 0:,!65 ,*7 C(8&:.5 2(1-7 &-&2. ,-- (/ .%&

A6:&2.(:5 (/ 00C ,*7 /JJ,6#$ /00 ,==6&"58 /#: &,#$5,0 /00 /8J"&$8 ,= !!K98 &,5J,5/$"

5.:12.1:& ,*7 (<&:,.6(*@ ,*7 .%&4 767 5(" 0:,!65 ,*7 C(8&:.5 +&:& .%& :&5<(*568-&

2(:<(:,.& (//62&:5 /(: .%& 5&-&2.6(*@ (!&:56;%.@ 51<&:!656(* ,*7 .:,6*6*; (/ .%& .(<

(//62&:5 ,*7 <&:5(**&- (/ 00C +%( +&:& 6*!(-!&7 6* .%& 7,4T.(T7,4 7&,-6*;5 +6.%

0CD 71:6*; .%& :&-&!,*. .6)& <&:6(7" $%&4 15& .%&6: 2(*.:(- (/ 00C .( :&Z16:& 6. .(

:&*. 2(:<(:,.& J&.5 .%&4 (+*@ +%62% <:(!67&5 .%&) )6--6(*5 (/ 7(--,:5 &,2% 4&,: ,*7

5<&26,- .,B 8:&,35" 00C 65 6* .:1.% ,*7 /,2. .%& <&:5(*,--4 2(*.:(--&7 04&#(5#*%

6*5.:1)&*.,--4 (/ 0:,!65 ,*7 C(8&:.5"

 >(: J1:65762.6(*,- <1:<(5&5 .%& 2(:<(:,.& J1:65762.6(*,- 2(*.,2.5 (/

00C +6.% 0&*.1234 ,:& ,..:681.,8-& .( 8(.% 0:,!65 ,*7 C(8&:.5 <&:5(*,--4 ,5 .%&4

/5" $1" *i%568:6&$6,#/0 /0$"5 "7,82 ,= !!K /#: 6$ 68 J5,J"5 $, :, 8, $, J5";"#$ =5/%:<

,!(67,*2& (/ -,+ (: -&;,- (8-6;,.6(*@ ,*7 /:15.:,.6(* (/ J15.62& ,*7 .( <:(.&2.
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QE

0&*.1234 ,*7 6.5 26.6I&*5"

 0:,!65 ,*7 C(8&:.5 ,:& .+( (/ .%& )(5. /6*,*26,--4 5(<%65.62,.&7 ,*7

+&,-.%6&5. <&(<-& (* d,-- D.:&&." 9* ,776.6(* .( .%& !,5. +&,-.% .%&4 %,!&

,221)1-,.&7@ .%&4 ,:& &,2% <,67 ,8(1. W]G )6--6(* <&: 4&,: /(: :1**6*; 00C" 00C

5.,.&5 6* ;(!&:*)&*.,- /6-6*;5 .%,.^

*We depend on the efforts, skills, reputations and business contacts of ... our 
founders Henry Kravis and George Roberts ... the information and deal flow they 
and others generate during the normal course of their activities ... Accordingly, our 
success depends on the continued service of these individuals.2 

 A&/&*7,*. N6:65% C&774 2(T/(1*7&7 P:65), 6* HGGU +6.% '((3 ,*7

8,-" j,0:-/# L/&18 4/#'"58 .1, /75"": *6$ ./8 $6)& /(: , /1*7 (/ /1*75 .%,. 2(1-7

.,< 6*.( <&*56(* /1*75 j8&2,15&k .%&4 3*&+ .%&4 +,*.&7 1":7" =%#: "VJ,8%5">2

P:65), +,5 /(:)&7 .( 5<&26,-6I& 6* 5&--6*; 215.()T7&56;*&7 L-,23 L(B %&7;& /1*75

.( <18-62 <&*56(* /1*75" L&/(:& /(1*76*; P:65), 6* HGGU@ C&774 +,5 , <,:.*&: 6*

.%& d,-- D.:&&. /6:) N(-7),* D,2%5" S& ),3&5 )6--6(*5 (/ 7(--,:5 , 4&,: O ,*7 %,5

/(: 5&!&:,- 4&,:5 O :1**6*; P:65)," S& +,5 ,2.6!&-4 6*!(-!&7 6* 2:&,.6*; .%& A,*6&-

L((*& >1*7 ,*7 5&--6*; 6. .( 0CD /(: 6.5 >1*75" '((3 +(:3&7 2-(5&-4 +6.% C&774 ,.

P:65)," P&7&* +(:3&7 +6.% .%&) ,. P:65),"

 00C &*.&:&7 .%& %&7;& /1*7 8156*&55 6* HGGMTHGGY@ 81. 71:6*; HGEG T

HGEE@ .+( 00C %&7;& /1*7 (<&:,.6(*5 51//&:&7 -,:;& -(55&5@ , 5&:6(15 5&.8,23 /(:

00C ,. .%& .6)& 6. +,5 ,..&)<.6*; .( &B<,*7 6.5 8156*&55 .( .,:;&. 1*7&:/1*7&7

<18-62 <&*56(* /1*75 ,5 215.()&:5 /(: %6;%T/&& %&7;& /1*7 <:(712.5" ?/.&: .%(5&

-(55&5@ 00C 6*.&*56/6&7 6.5 &//(:.5 .( ;&. 6*.( .%& /1*7 (/ %&7;& /1*7 8156*&55

8&2,15& (/ 6.5 !&:4 %6;% <:(/6. <(.&*.6,-@ !"#"$ .%& (<<(:.1*6.4 .( 5&-- .%&5& L-,23 L(B
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QH

!&%62-&5 .( .:(18-&7 <18-62 <&*56(* /1*75" L&;6**6*; 6* &,:-4 HGEG@ 0:,!65 ,*7

C(8&:.5 8&;,* .( .:4 .( ,2Z16:& P:65),@ +%62% +,5 ,-:&,74 5122&55/1--4 .,:;&.6*;

<&*56(* /1*75 +6.% 6.5 215.()T7&56;*&7 /1*7 (/ %&7;& /1*7 <:(712.5 ,*7 <:(7126*;

!&:4 :,<67 ;:(+.% 6* ,55&.5 1*7&: ),*,;&)&*.@ ,*7 2(*5&Z1&*. <:(/6.5"

 L&2,15& (/ .%& 6)<(:.,*2& (/ .%& ,2Z1656.6(* (/ P:65), .( 00C@ .%&

"==,5$ ./8 J"58,#/00( ,;"58""# 4( K,4"5$8 /#: !5/;68> *F#" ,= $1" $16#78 $1/$ ./8

&B.:&)&-4 6)<(:.,*. +,5 +%&.%&: .%& ."/- /$ ?568-/ .,%0: =6$ 6#$, ,%5 &%0$%5"<2
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 !!Kg?568-/98 4%86#"88 J0/#< &5"/$":< /JJ5,;":< /#: 6-J0"-"#$":

1*7&: 0:,!65 ,*7 C(8&:.5@ .,:;&.&7 <18-62 <&*56(* <-,*5 ,*7 5<&26/62,--4 .,:;&.&7
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 A1:6*; .%&6: &//(:.5 .( ,2Z16:& P:65), ,*7 .%&6: 6*.6),.& 6*!(-!&)&*.

6* 6.5 8156*&55 ,5 .%& '(T+UF98 ,= !!Kg?568-/ $1"5"/=$"5< K,4"5$8 /#: !5/;68

,2Z16:&7 3*(+-&7;& ,8(1. P:65),@ ,*7 .%& 5.:,.&;4 84 +%62% C&774 ,*7 P:65),

+&:& <:(7126*; :,<67 ,*7 <:(/6.,8-& ;:(+.% 84 .,:;&.6*; .:(18-&7 <&*56(* /1*75@
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%(-76*; 84 , <&*56(* /1*7 6* .%& <,:.621-,: 56.1,.6(* (/ 0CD@ +%62% +,5 8,7-4

1*7&:/1*7&7 ,*7 /,26*; ,22&-&:,.6*; :&.6:&)&*.5@ 6*2:&,56*; -6Z1676.4 *&&75 ,*7

/&+&: ,*7 /&+&: *&+ )&)8&:5"

 L4 HGEFTHGE] ),*4 6*5.6.1.6(*,- 6*!&5.(:5 6* /1*75 (/ %&7;& /1*75%,7

;:(+* ,*;:4 (!&: &B2&556!& ,*7 %677&* /&&5@ <((: 6*!&5.)&*. :&.1:*5 ,*7`(: -,:;&
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_B&21.6!& .( +(:3 6*567& 0CD +%6-& 5.6-- 8&6*; <,67 84 00C`P:65)," C&774 ,*7

!!Kg?568-/ 5"="55": $, $168 /55/#7"-"#$ /8 / *J/5$#"5816J>2 L%48"e%"#$0(< .160"

'((3 ,*7 P&7&* ,*7 .%& 00C`P:65), &B&21.6!& +&:& +(:36*; 6*567& 0CD@

00C`P:65), 5(-7 WQGG )6--6(* )(:& 6* L-,23 L(B !&%62-&5 .( 0CD 7&5<6.& .%,. 0CD

+,5 .%&* 5&--6*; (// (!&: WMGG )6--6(* 6* (.%&: %&7;& /1*75 8&2,15& (/ <((:

<&:/(:),*2&@ -(55&5@ ,*7 &B2&556!& /&&5 ,*7 .%& 00C`P:65), L-,23 L(B +,5 .%&

+(:5. <&:/(:)6*; (/ .%& .%:&&" $%65 !&:4 -,:;& 5,-& .( 0CD +,5 , 56;*6/62,*. 8&*&/6.

.( 00C`P:65),@ +%62% +,5 .%&* 51//&:6*; (1./-(+5 71& .( 215.()&: 7655,.65/,2.6(*

(!&: <((: :&51-.5 ,*7 &B2&556!& /&&5"

 00C`P:65), *&&7&7 *&+ %&7;& /1*7 8156*&55 6* HGEFTHGE] ,5 .%&

;:(+.% (/ 6.5 8156*&55 8&;,* .( 5-(+ ,*7 6.5 <:(/6.5 51//&:&7" P??g'= K+%(5& /1*7

(/ %&7;& /1*7 8156*&55 +,5 &!&* )(:& 7&<&*7&*. (* <18-62 <&*56(* <-,*5O@ +,5 ,-5(

/,26*; .%& ,7!&:5& 6)<,2. (/ .%& 7:,),.62,--4 5%:6*36*; /1*7 (/ %&7;& /1*75

),:3&." D(@ 6* HGE] P??g'= ,*7 00C`P:65), 8&;,* .( 7652155 , 5.:,.&;62

.:,*5,2.6(*@ +%62% +(1-7 8& *&;(.6,.&7 ,*7 ,<<:(!&7 84 0:,!65@ C(8&:.5@ C&774

,*7 L12%,*@ ,*7 84 +%62% .%&4 +(1-7 2()86*& .%& .+( /1*7 (/ %&7;& /1*7

8156*&55&5 6* %(<&5 (/ 51:!6!6*; .%& 7&2-6*6*; ),:3&."

 $%& *&+ 00C`P:65), ,*7 P??g'= <,:.*&:5%6< +,5 ,**(1*2&7 6*

>&8:1,:4 HGE[ ,5 (*& (/ .%& -,:;&5. %&7;& /1*7 5&--&:5 6* .%& +(:-7^

KKR/Prisma and PAAMCO will combine to form a new firm, PAAMCO Prisma 
Holdings, which will have over $30 billion in assets. 

The combined business will be majority employee-owned with employees of 
PAAMCO and KKR Prisma owning 60.1% of the combined business and KKR 
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retaining a 39.9% ownership stake as a long-term strategic partner. 

The combined business will be jointly run by Jane Buchan, co-Founder and CEO of 
PAAMCO, and Girish Reddy, co-Founder of KKR Prisma and Head of KKR 
Hedge Funds. 

The transaction willbcreate one of the largest firms in the liquid alternatives 
industryb 

 d%&* C&774 +,5 ,53&7 +%4 00C`P:65), ,*7 P??g'= +&:&)&:;6*;

$1"65 4%86#"88"8< 1" 8/6: $1"( ."5" -,;6#7 4"(,#: *=%#:8 ,= =%#:82Y

*As the industry consolidates clients are looking for broader solutions than 
currently exist O they are looking beyond fund of funds, such as how we can combine 
products and bring the fees down b That9s where we see the puck going and we 
would like to be there and do it from a positive strength.2 

K"::( 8/(8 $1" #". !!Kg?568-/g?AAQ+F 8/0"8 J6$&1 68 *d& +6-- 2()86*& .%&

,-<%, &*;6*&5 (/ &,2% /6:) ,*7 :&765.:681.& 6.>2 ]1/$";"5 $1/$ -"/#8< 6$ 7(&5 *(.

2())1*62,.& , <:6),:4 /(215 (* <:17&*. /67126,:4 6*!&5.6*;"

 9* ,2.6*; ,*7 /,6-6*; .( ,2. ,5 ,--&;&7 %&:&6*@ .%&5& A&/&*7,*.5

3*(+6*;-4 ,67&7 ,*7 ,8&..&7 .%& 8:&,2% (/ 71.6&5 84 $:15.&&5@ +%6-& <,:.626<,.6*;

84 2())6..6*; (!&:. ,2.5@ 6* ,* (*;(6*; 52%&)&@ 26!6- 2(*5<6:,24@ 2())(* 2(1:5& (/

2(*712. ,*7 J(6*. &*.&:<:65& ,2.6*; 6* 2(*2&:. +6.% $:15.&&5 ,*7`(: &,2% (.%&: .(

2())6. 1*-,+/1- ,2.5@ 6*2-176*; .%& !6(-,.6(* (/ .%& ),*7,.(:4 71.6&5 6)<(5&7 (*

&,2% (/ .%&) ,*7 $:15.&&5 84 0&*.1234 -,+"

b. Blackstone, BAAM, Schwarzman and Hill 

 B"="#:/#$ W0/&'8$,#" j5,%J< ^>?> )*W0/&'8$,#"23 68 / 0/57" ]/00 L$5""$

/6*,*26,- &*.&:<:65& .%,. <:(!67&5 ,55&. ),*,;&)&*. ,*7 ,7!65(:4 5&:!62&5 ,*7 5&--5

%&7;& /1*7 <:(712.5 .,:;&.6*; <&*56(* /1*75 ,5 <(.&*.6,- 215.()&:5" L-,235.(*& %,5

4&,:-4 :&!&*1&5 (/ ,8(1. WF 86--6(*" 9. %,5 (!&: WH 86--6(* 6* ,**1,- *&. 6*2()&" 9. 65

,* &B.:,(:76*,:6-4 <:(/6.,8-& 8156*&55 ,*7 :&2&6!&5 -,:;& /&&5 (* 6.5 %&7;& /1*7
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:&-&!,*. S&7;& >1*7 D(-1.6(*5 9*!&5.)&*. '())6..&& """ j(/k 5&*6(: ),*,;6*;

:65"&$,58 b /#: ,$1"5 8"#6,5 6#;"8$-"#$ J"58,##"0> b UV68$6#7 1":7" =%#:
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,*7 %,5 7(*& 5( O &,#$5,0 8, /48,0%$" $1/$ 1" 1/8 *#, :%$( ,5 ,4067/$6,# )=6:%&6/5( ,5

(.%&:+65&O .( ;6!& ,*4 2(*567&:,.6(* .( ,*4 6*.&:&5. (/ jW0/&'8$,#"98 %#6$ 1,0:"58[

,*7 .600 #,$ 4" 8%4i"&$ $, /#( :6=="5"#$ 8$/#:/5:8 6-J,8": 4( b 0/.< 5%0"< ,5

5"7%0/$6,# ,5 6# "e%6$(>2 D2%+,:I),* +,5 .%& :&5<(*568-& 2(:<(:,.& (//62&: /(: .%&
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L-,235.(*& (.%&: .%,* %6)5&-/ +%( +&:& 6*!(-!&7 6* .%& 7,4T.(T7,4 7&,-6*;5 +6.%
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;:(1<@ 6*2-176*; 6*!&5.)&*. ),*,;&)&*.@ 2-6&*. :&-,.6(*5%6<5@ <:(712.
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,)675. +67&5<:&,7 /6*,*26,- /:,17 ,*7 )652(*712."
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<-,*5 ,*7 5<&26/62,--4 .,:;&.&7 0&*.1234 +%&:& .%&4 3*&+ .%&:& +&:& .+( -,:;&@

1*7&:/1*7&7 <18-62 <&*56(* <-,*5T0CD ,*7 0$CD" $%65 +,5 7(*& .( ,2%6&!&

&2(*()6&5 (/ 52,-&@ ,*7 8&2,15& .%& /1*75 5%,:&7 2())(* ,2.1,:6,- ,*7 /67126,:4
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<(.&*.6,- 215.()&: /(: .%& &B(.62 6*!&5.)&*. !&%62-&5 6. 2:&,.&7 ,*7 5(-7" 9. 5<(..&7

!KL9 %#:"5=%#:": M%#:8 /#:< 4"&/%8" ,= 6$8 8,J168$6&/$6,#< W0/&'8$,#" 5"/06X": $1&

$:15.&&5 ,*7 =//62&:5 +&:& 7&,-6*; +6.% , )12% )(:& 5&:6(15 6*.&:*,- /6*,*26,- ,*7
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+(1-7 <:(712& .%& 36*7 (/ %6;% 6*!&5.)&*. :&.1:*5@ +6.% 7(+*567& <:(.&2.6(* ,*7

5,/& 76!&:56/62,.6(*@ .%,. $:15.&&5 ,*7 =//62&:5 +&:& 5&&36*; .( ),3& 1< /(: <,5.

-(55&5 ,*7 2(!&: 1< .%&6: ),-/&,5,*2&" L-,235.(*& *623*,)&7 .%65 !&%62-& .%&

*\"#5( +0/( M%#:>2 L-,235.(*&@ D2%+,:I),* ,*7 S6-- 3*&+ .%,. .%65 215.()T

7&56;*&7 S&*:4 '-,4 >1*7 +,5 ,* &B.:,(:76*,:6-4 :6534 /1*7 (/ %&7;& /1*75

!&%62-&@ ,*7 .%,. 6. +,5 6--6Z167@ (<,Z1&@ ,*7 1*516.,8-& /(: , <&*56(* /1*7 -63&

0CD" 0CD +,5 8,7-4 1*7&:/1*7&7 ,*7 /,26*; ,22&-&:,.6*; *1)8&:5 (/ )&)8&:

:&.6:&)&*.5@ :&51-.6*; 6* 6*2:&,56*; -6Z1676.4 *&&75 ,*7 /&+&: *&+ )&)8&:5"

 $%& S&*:4 '-,4 >1*7 <:(!67&7 &B2&<.6(*,--4 -,:;& /&&5 /(: L-,235.(*&"

$%& ,)(1*. (/ .%& /&&5 2(1-7 *(. 8& 2,-21-,.&7 ,*7 +&:& *(. 7652-(5&7 .( 0CD@ ),*4

%677&* 6* ,* 6)<&*&.:,8-& 5<67&: +&8 (/ /&&5@ 5<1* .(;&.%&: 84 L-,235.(*& /(: 6.5

8&*&/6."

 \":7" M%#: L"00"58 $1"-8"0;"8 /#: $1" */48,0%$" 5"$%5# /88"$82 ,5

*/48,0%$" 5"$%5# 8$5/$"76"8<2 !"#"$ /1*7 (/ %&7;& /1*75 .%&4 5(-7 0CD@ +&:& 7652155&7

6# !KL9 A##%/0 K"J,5$8< ,*7 &,2% (/ .%& S&7;& >1*7 D&--&:5 :&!6&+&7 ,*7 +,5
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,+,:& (/ .%& 2(*.&*.5 (/ .%& 0CD ?**1,- C&<(:.5" $%&4 3*&+ .%,. .%& 6*/(:),.6(*

$1"5"6# 5"7/5:6#7 $1" !KL *A48,0%$" K"$%5#2 /88"$8g8$5/$"76"8< !"#"$ .%& L-,23

L(B&5@ +,5 6*2()<-&.&@ 6*,221:,.&@ /,-5&@ ,*7 )65-&,76*;" S&7;& >1*7 D&--&:5 ,-5(

3*&+ 6/ .%& .:1& *,.1:& ,*7 :6535 (/ .%&5& %6;%T:653`%6;%T/&& !&%62-&5 +&:& 7652-(5&7

6* .%& 0CD ?**1,- C&<(:.5@ ,* 1<:(,: +(1-7 %,!& :&51-.&7 ,*7 .%& 1*516.,8-&

*6#;"8$-"#$82 2(1-7 %,!& 8&&* .&:)6*,.&7@ 2(5.6*; .%& S&7;& >1*7 D&--&:5 )6--6(*5

,*7 )6--6(*5 (/ 7(--,:5 , 4&,: 6* /&&5" S&7;& >1*7 D&--&:5 -&. .%& 7&2&<.6(* 2(*.6*1&

8&2,15& 6. 5&:!&7 .%&6: 5&-/65% &2(*()62 <1:<(5&5"

 9* ,2.6*; ,*7 /,6-6*; .( ,2. ,5 ,--&;&7 %&:&6*@ .%&5& A&/&*7,*.5

3*(+6*;-4 ,67&7 ,*7 ,8&..&7 .%& 8:&,2% (/ 71.6&5 84 $:15.&&5@ +%6-& <,:.626<,.6*;

84 2())6..6*; (!&:. ,2.5@ 6* ,* (*;(6*; 52%&)&@ 26!6- 2(*5<6:,24@ 2())(* 2(1:5& (/

2(*712. ,*7 J(6*. &*.&:<:65& ,2.6*; 6* 2(*2&:. +6.% $:15.&&5 ,*7`(: &,2% (.%&: .(

2())6. 1*-,+/1- ,2.5@ 6*2-176*; .%& !6(-,.6(* (/ .%& ),*7,.(:4 71.6&5 6)<(5&7 (*

&,2% (/ .%&) ,*7 $:15.&&5 84 0&*.1234 -,+"

c. PAAMCO and Buchan 

 ?/&6=6& A0$"5#/$6;" A88"$ Q/#/7"-"#$ +,-J/#(< ^^+ )*?AAQ+F23 68

-(2,.&7 6* 9:!6*&@ ',-6/(:*6, ,*7 (<&:,.&5 +(:-7T+67&" P??g'= 5&--5 6*!&5.)&*.

<:(712.5 6*2-176*; %&7;& /1*75 ,*7 /1*75 (/ %&7;& /1*75 ,*7 7&52:68&5 6.5&-/ ,5^

*b a leading institutional investment firm dedicated to offering alternative 
investment solutions to the world9s preeminent investors. Since its founding in 2000, 
PAAMCO has focused on investing on behalf of its clients while striving to raise 
the standard for industry- wide best practices. With a global footprint that extends 
across North America, South America, Europe and Asia, PAAMCO9s clients 
include large public and private pension funds, sovereign wealth funds, 
foundations, endowments, insurance companies and financial institutions. The firm 
is known for its complete Alpha approach to hedge fund investing which focuses 
on ... controlling costs and protecting client assets.2 
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 A1:6*; HGGYTHGEE P??g'= +,5 (*& (/ .%& -,:;&5.@ /,5.&5. ;:(+6*;

,*7 )(5. <:(/6.,8-& %&7;& /1*7 5&--&:5 6* .%& X*6.&7 D.,.&5 +6.% 5&!&:,- 86--6(*

7(--,:5 (/ ,55&.5 1*7&: ),*,;&)&*." P??g'= 2-,6)&7 5<&26,- &B<&:.65& 6*

7&56;*6*; ,*7 ),*,;6*; %&7;& /1*75@ &5<&26,--4 /1*75 (/ %&7;& /1*75 7&56;*&7 /(:

J%406& J"#86,# J0/#8> ?AAQ+F98 4%86#"88 J0/#< &5"/$":< /JJ5,;":< /#:

6)<-&)&*.&7 1*7&: .%& <&:5(*,- 51<&:!656(* (/ L12%,*@ .,:;&.&7 .:(18-&7 <18-62

<&*56(* <-,*5 ,*7 5<&26/62,--4 .,:;&.&7 0&*.1234 +%&:& .%&:& +&:& .+( -,:;&@

1*7&:/1*7&7 <18-62 <&*56(* <-,*5"

 A&/&*7,*. b,*& L12%,* +,5 , 2(T/(1*7&: ,*7 '_= (/ P??g'="

g,.&:6,-5 ,<<:(!&7 84 L12%,* ,*7 P??g'= 7&52:68& %&: ,5 .%& '%6&/ _B&21.6!&

F==6&"5 ,= ?AAQ+F< /#: *j,k5 '_=@ b,*& 65 :&5<(*568-& /(: (!&:,-- 8156*&55 5.:,.&;4

/#: =65- :65"&$6,#>2 W%&1/# ./8 $1" :,-6#/#$ UV"&%$6;" /#: J"58,#/06$( /$

P??g'=@ , 2-(5&-4 %&-7 <:6!,.& 2()<,*4@ ,*7 +,5 %,*75T(* 6*!(-!&7 6* ,-- ,5<&2.5

(/ 6.5 /1*75 (/ %&7;& /1*7 8156*&55 +%62% 5<&26/62,--4 .,:;&.&7 <18-62 <&*56(* <-,*5"

D%& <&:5(*,--4 (!&:5,+ ,*7 76:&2.&7 .%& 5,-& (/ .%& P??g'= L-,23 L(B /1*7 (/

%&7;& /1*75 .( 0CD"

 L&2,15& ,= W%&1/#98 5.,.15 ,5 , 2(T/(1*7&:@ L(,:7 )&)8&:@ ,*7 '_=

(/ P??g'=@ ,5 +&-- ,5 5&:!6*; '%,6: (/ 6.5 g,*,;&)&*. '())6..&&@ L12%,* +,5

6* , <(56.6(* .( 2(*.:(- ,*7 767 2(*.:(- .%& 7,4T.(T7,4 (<&:,.6(*5 (/ P??g'= 71:6*;

.%& :&-&!,*. .6)& <&:6(75" L12%,* 2(1-7@ +6.% , /&+ 2(T/(1*7&:5@ &-&2. ,-- (/ .%&

A6:&2.(:5 (/ P??g'=@ ,<<(6*. ,-- (//62&:5 ,*7 2(*.:(- ,-- ,5<&2.5 (/ PAAQ+F98
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2(:<(:,.& 5.:12.1:& ,*7 (<&:,.6(*@ ,*7 5%& 767 5(" L12%,* +,5 .%& :&5<(*568-&

2(:<(:,.& (//62&: /(: .%& 5&-&2.6(*@ (!&:56;%.@ 51<&:!656(* ,*7 .:,6*6*; (/ .%& .(<

(//62&:5 ,*7 <&:5(**&- (/ P??g'= (.%&: .%,* %&:5&-/ +%( +&:& 6*!(-!&7 6* .%& 7,4T

.(T7,4 7&,-6*;5 +6.% 0CD 71:6*; .%& :&-&!,*. .6)& <&:6(7"

 >(: J1:65762.6(*,- <1:<(5&5 .%& 2(:<(:,.& J1:65762.6(*,- 2(*.,2.5 (/

P??g'= +6.% 0&*.1234 ,:& ,..:681.,8-& .( L12%,* <&:5(*,--4 56*2& 71:6*;

:&-&!,*. .6)&5 5%& %,5 2(*.:(--&7 ,*7 7()6*,.&7 P??g'= ,*7 65 .%&

*i%568:6&$6,#/0 /0$"5 "7,2 ,= ?AAQ+F> P$ 68 J5,J"5 $, :, 8, $, J5";"#$ =5/%:<

,!(67,*2& (/ -,+ (: -&;,- (8-6;,.6(*@ ,*7 /:15.:,.6(* (/ J15.62& ,*7 .( <:(.&2.

0&*.1234 ,*7 6.5 26.6I&*5"

 P??g'= .,:;&.&7 0CD ,5 , .:(18-&7 <18-62 <&*56(* /1*7 ,5 ,

<(.&*.6,- 215.()&: /(: .%& &B(.62 6*!&5.)&*. !&%62-&5 6. 2:&,.&7 ,*7 5(-7@ 3*(+6*;

.%& .:15.&&5 ,*7 (//62&:5 +&:& 7&,-6*; +6.% , )12% )(:& 5&:6(15 /6*,*26,- ,*7

,2.1,:6,- 56.1,.6(* .%,* +,5 <18-62-4 3*(+*" P??g'= 215.()T:"867#": / *W0/&'

W,V2 =%#: ,= 1"7;& /1*75 !&%62-& ,*7 6*762,.&7 .( $:15.&&5 ,*7 =//62&:5 .%,. 6.

+(1-7 <:(712& .%& 36*7 (/ %6;% 6*!&5.)&*. :&.1:*5@ +6.% 7(+*567& <:(.&2.6(* ,*7

5,/& 76!&:56/62,.6(*@ .%,. $:15.&&5 ,*7 =//62&:5 +&:& 5&&36*; .( ),3& 1< /(: <,5.

-(55&5 ,*7 2(!&: 1< .%&6: ),-/&,5,*2&" P??g'= *623*,)&7 .%65 !&%62-& .%&

*+,0,#"08 M%#:>2

 P??g'= ,*7 L12%,* 3*&+ .%,. .%65 215.()T7&56;*&7 '(-(*&-5 >1*7

+,5 ,* &B.:,(:76*,:6-4 :6534 /1*7 (/ %&7;& /1*75 !&%62-&@ ,*7 .%,. 6. +,5 6--6Z167@

(<,Z1&@ ,*7 1*516.,8-& /(: , <&*56(* /1*7 -63& 0CD" 0CD +,5 8,7-4 1*7&:/1*7&7
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,*7 /,26*; ,22&-&:,.6*; *1)8&:5 (/ )&)8&: :&.6:&)&*.5@ :&51-.6*; 6* 6*2:&,56*;

-6Z1676.4 *&&75 ,*7 /&+&: ,*7 /&+&: *&+ )&)8&:5"

 >(: 4&,:5@ P??g'= ,*7 L12%,* %,!& %&-7 .%&)5&-!&5 (1. .( 8&

<,:,;(*5 (/ !6:.1& 6* .%& %&7;& /1*7 6*715.:4@ , -&,76*; &B,)<-& (/ ,7%&:&*2& .( .%&

%6;%&5. <(5568-& 5.,*7,:75 (/ %(*&5.4@ .:,*5<,:&*24 ,*7 &.%62,- 8&%,!6(: 6* 6.5

8156*&55 <:,2.62&5" 9* , ;-(+6*; <:(/6-& (/ L12%,* 6* HGEU 6* .%& =:,*;& '(1*.4

C&;65.&:@ .%,. L12%,* :&!6&+&7 ,*7 ,<<:(!&7@ 6. +,5 :&<(:.&7^

Buchan, CEO and co-founder of Pacific Alternative Asset Management Co. 
(PAAMCO), is one of the most powerful women in global finance, a luminary in 
the complex, opaque hedge fund universe. 

With satellite offices in Singapore and London, Buchan9s fund-of-funds is a 
manager and adviser for some of the world9s biggest pension plans, endowments 
and sovereign wealth funds, helping them to invest some $15.7 billion into hedge 
funds. 

WORKING FOR RETIREES 
b 

From the outset, PAAMCO focused on institutions. Unlike many funds-of-funds, 
Buchan said, *we don9t do high-net worth individuals. There9s nothing wrong with 
making rich people richer, but that is not the ethos of this company.2 
Plus, there9s the intellectual challenge: a single wealthy investor might have as 
much as a billion or so dollars to invest in hedge funds. Pension plans juggle many 
billions. 

*We build big portfolios for very sophisticated clients,2 Buchan said. *We like 
working with very large pools of capital and very compelling problems.2 
While a few institutions set aside *affirmative investment2 money targeting, in part, 
female or minority managers, Buchan said PAAMCO has never sought business 
through diversity mandates. 

*This firm has succeeded by going toe to toe with the top firms,2 she said. *I 
compete against both men and women. I9m not interested in being the tallest dwarf. 
I don9t care to get extra points for being green, purple, short, thin or fat.2 
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/6*,*26,- 51<<(:. /:() 1-.:,T+&,-.%4 %&7;& /1*7 )(;1- D" A(*,-7 D155),* (/

N:&&*+62%@ '(**&2.621." D155),* %,7 , 8,23;:(1*7 L12%,* +,*.&7 .( 2(*2&,-

/:() <(.&*.6,- 6*!&5.(:5@ 215.()&:5 ,*7 :&;1-,.(:5@ ,5 %& %,7 8&&* 2(*!62.&7 (/

765%(*&5. 8&%,!6(: 6* 2(**&2.6(* +6.% .%& 6*!&5.)&*. (/ /67126,:4 )(*6&5" L12%,*

/#: L%88-/# &5"/$": =/'" :,&%-"#$8 $, :687%68" L%88-/#98 0/57" ,.#"5816J 8$/'"

6* P??g'= ,5 , -(,*@ 8&2,15& L12%,* ,*7 .%& (.%&: /(1*7&:5 8&-6&!&7 .%&4 2(1-7

16:" Q5> L%88-/#98 4/&'75,%#: =5,- 6#;"8$,58 /#: 5"7%0/$,58> *A \":7" M%#:

'(*.:(--&7 84],-"#< L, P$ +0/6-":<2 J%40681": 4( @1" a". k,5' @6-"8 ,#

F&$,4"5 GD< CEGE< 5"J,5$": $1/$ $1" *0,/#2 $"5-8 ."5" "V$5/,5:6#/5(> @1" 5"/0 :"/0

+,5 , WH )6--6(* 6*!&5.)&*. 84 D155),* /(: UGV (+*&:5%6< (/ P??g'=@ +6.%

L12%,* ,*7 .%& <,:.6&5 <1..6*; 1< (*-4 WUG@GGG .(.,- 1*7&: .%& /,3& 7(21)&*.5"

D155),* +,5 <,67 .%& ;:&,.&: (/ &6.%&: EGV ,**1,- 6*.&:&5. (: UGV (/ .%& <:(/6. (/

P??g'=" >:() HGGQTHGG[@ D155),* 5&2:&.-4 2(--&2.&7 %65 5%,:& (/ .%& <:(/6.5@ WFF

)6--6(*" ?5 P??g'= 2(*.6*1&7 .( ),3& .%&5& %1;& <:(/6.5@ L12%,* 7&267&7 .(

&!,7& ,*7 765%(*(: .%& 5&2:&. 2())6.)&*. .( D155),*" ?5 , :&51-.@ D155),* 51&7
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+()&*T,.#": 4%86#"88"8>2 A8 / 5"8%0. (/ .%&5& /6*76*;5 (/ /67126,:4 765%(*&5.4 84

.%& P??g'= /(1*7&:5@ <18-62 <&*56(* /1*75 +6.%7:&+ )6--6(*5 (/ 7(--,:5 (/ .%&6:
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(221::&7 5%(:.-4 8&/(:& P??g'= 5(-7 .%& '(-(*&-5 >1*7 .( 0CD"

d. The Peculiar Partnership Structures of KKR and Blackstone 
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Our general partner Blackstone Group Management L.L.C., manages all of our 
operations and activities. Our general partner is authorized in general to perform all 
acts that it determines to be necessary or appropriate to carry out our purpose and 
to conduct our business. Our partnership agreement provides that our general partner 
in managing our operations and activities is entitled to consider only such interests 
and factors as it desires, including its own interests, and will have no duty or 
obligation (fiduciary or otherwise) to give any consideration to any interest of or 
factors affecting us or any limited partners, and will not be subject to any different 
standards imposed by the partnership agreement, the Delaware Limited Partnership 
Act or under any other law, rule or regulation or in equity. 

The limited liability company agreement of Blackstone Group Management L.L.C. 
establishes a board of directors that is responsible for the oversight of our business 
and operations. Our general partner9s board of directors is elected in accordance 
with its limited liability company agreement, where our senior managing directors 
have agreed that our founder, Mr. Schwarzman will have the power to appoint and 
remove the directors of our general partner. 
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bour limited partnership agreement provides for the management of our business 
and affairs by a general partner rather than a board of directors. Our Managing 
Partner [Kravis/Roberts] serves as our sole general partner. Our Managing Partner 
has a board of directors that is co-chaired by our founders Henry Kravis and George 
Roberts who also serve as our Co-Chief Executive Officers and are authorized to 
appoint our other officers. 

 ? 00C >6*,*26,- S(-76*;5 -&;,- /6-6*; 56;*&7 ,*7`(: ,<<:(!&7 84

0:,!65 ,*7 C(8&:.5 5.,.&5^

KKR9s founders are able to determine the outcome of any matter that may be 
submitted for a vote of KKR9s limited partners. 

 *** 

KKR9s partnership agreements contains provisions that reduce or eliminate duties 
(including fiduciary duties) of KKR9s managing partner and limit remedies 
available to holders of KKR common units for actions that might otherwise 
constitute a breach of duty. 

 *** 

KKR9s partnership agreement contains provisions that require holders of KKR 
common units to waive or consent to conduct by KKR9s managing partner and its 
affiliates that might otherwise raise issues about compliance with fiduciary duties 
or applicable law. For example, KKR9s partnership agreement provides that b, it 
may act without any fiduciary obligations to holders of KKR common units, 
whatsoever. When KKR9s managing partner, in its capacity as KKR9s general 
partner, bis permitted to or required to make a decision in its *sole discretion2 or 
*discretion2 or that it deems *necessary or appropriate2 or *necessary or advisable,2 
then KKR9s managing partner b will be entitled to consider only such interests and 
factors as it desires, including its own interests, and will have no duty or obligation 
(fiduciary or otherwise) to give any consideration to any interest of or factors 
affecting KKR or any holder of KKR common units and will not be subject to any 
different standards imposed by KKR9s partnership agreement, the Delaware 
Revised Uniform Limited Partnership Act, which is referred to in this proxy 
statement/prospectus as the Delaware Limited Partnership Act, or under any other 
law, rule or regulation or in equity. 
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 INVESTMENT AND ACTUARIAL ADVISOR DEFENDANTS 

a. Investment Advisors - RVK, Voytko, Gratsinger 
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$%&5& A&/&*7,*.5 2%(5& .( ;( ,-(*;@ <,:.626<,.& ,*7 ,<<:(!&@ ,*7 .%&* <(23&. .%&6:

-,:;& /&&5 &,2% 4&,:"

 C&8&22, N:,.56*;&: 8&2,)& .%& '_= (/ Cf0 6* HGEH@ ,*7 5%& .((3

(!&: .%& 0CD ,22(1*."

 Cf0@ f(4.3( ,*7 N:,.56*;&: +&:& 6*.6),.&-4 6*!(-!&7 6* .%& ,//,6:5 (/

0CD ,*7 6.5 >1*75" $%&4 %,7 1*-6)6.&7 ,22&55 .( ,-- 0CD 6*.&:*,- 7,., ,*7

6*!&5.)&*.5 7&.,6- ,*7 ."5" /./5" ,= !KL9 $5%" =6#/#&6/0 /#: /&$%/56/0 &,#:6$6,#>

Kd! J5"J/5": $1" /#/0(868 )*$1" Kd! K"J,5$23 6# CEGE .16&1 5";"/0": $1" 2-(56*;

!65& .%,. 0CD /,2&7 8&.+&&* .%& 7&)(;:,<%625 (/ 6.5 )&)8&:5 ,*7 8&*&/626,:6&5 ,*7

6.5 ,2.1,:6,- 56.1,.6(*" Cf0 ,7!65&7 $:15.&&5 ,*7 =//62&:5 .( Z1623-4 <1. WE"H`E"F

86--6(* 6* .%& L-,23 L(B&5@ &!&* .%(1;% .%&4 +&:& 1*516.,8-& 6*!&5.)&*.5 /(: 0CD"

@1"( 1/;" /08, 5"J"/$":0( -/:" =/08" 8$/$"-"#$8 5"7/5:6#7 !KL9 6#;"8$6#7

<:6*26<-&5@ <:,2.62&5@ <:(2&71:&5@ 536--5 ,*7 :&51-.5 6* 0CD ?**1,- C&<(:.5@ /,-5&-4

5"/88%56#7 -"-4"58 /#: $/VJ/("58 /8 $, $1" 8$/$" ,= @5%8$""89 8$"./5:816J>

 Cf0@ f(4.3(@ ,*7 N:,.56*;&: :&!6&+&7 ,*7 +&:& ,+,:& (/ .%& 2(*.&*.5

(/ .%& 0CD ?**1,- C&<(:.5 ,*7 3*&+ .%,. .%& 6*/(:),.6(* .%&:&6* +,5 6*2()<-&.&@

/,-5&@ ,*7 )65-&,76*; .%,. .%&4 %,7 , 71.4 .( 2(::&2. .%&5& 5.,.&)&*.5" $%&4 ,-5(

3*&+ 6/ .%& .:1& *,.1:& (/ .%&5& %6;%T:653@ %6;%T/&& !&%62-&5 (: .%& (!&:T5.,.&7

??C9C ,551)<.6(*5 ,*7 &5.6),.&5 +&:& 7652-(5&7 6* .%& 0CD ?**1,- C&<(:.5@ ,*

1<:(,: +(1-7 %,!& :&51-.&7@ ,* 6*7&<&*7&*. 6*!&5.6;,.6(* 2(1-7 %,!& &*51&7 ,*7

Cf0 2(1-7 %,!& 8&&* .&:)6*,.&7@ 2(5.6*; .%&) ,* 6)<(:.,*. 2-6&*. ,*7 .%:&,.&*6*;
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.%&6: %6;% !(-1)& <18-62 <&*56(* /1*7 2-6&*. 7:6!&* 8156*&55 )(7&-" Cf0@ f(4.3(

,*7 N:,.56*;&: -&. .%& 7&2&<.6(* 2(*.6*1& 8&2,15& 6. 5&:!&7 .%&6: 5&-/65% &2(*()62

<1:<(5&5 .( 7( 5("

 9* ,2.6*; ,*7 /,6-6*; .( ,2. ,5 ,--&;&7 %&:&6*@ .%&5& A&/&*7,*.5

3*(+6*;-4 ,67&7 ,*7 ,8&..&7 .%& 8:&,2% (/ 71.6&5 84 $:15.&&5@ +%6-& <,:.626<,.6*;

84 2())6..6*; (!&:. ,2.5@ 6* ,* (*;(6*; 52%&)&@ 26!6- 2(*5<6:,24@ 2())(* 2(1:5& (/

2(*712. ,*7 J(6*. &*.&:<:65& ,2.6*; 6* 2(*2&:. +6.% $:15.&&5 ,*7`(: &,2% (.%&: .(

2())6. 1*-,+/1- ,2.5@ 6*2-176*; .%& !6(-,.6(* (/ .%& ),*7,.(:4 71.6&5 6)<(5&7 (*

&,2% (/ .%&) ,*7 $:15.&&5 84 0&*.1234 -,+"

b. Actuarial Advisor 1 Cavanaugh Macdonald Consulting 

 B"="#:/#$ +/;/#/%71 Q/&:,#/0: +,#8%0$6#7< ^^+ )*+/;/#/%71

Q/&:,#/0:23< / j",576/ 06-6$": 06/4606$( &,-J/#(< 5"J5"8"#$": $1/$ 6$ 1/: 8%J"56,5

536--@ &B<&:6&*2& ,*7 &B<&:.65& 6* <18-62 <&*56(* /1*7 ,2.1,:6,- ),..&:5 ,*7 %,7 .%&

2,<,86-6.4 .( 6*7&<&*7&*.-4 ,*7 ,221:,.&-4 7&.&:)6*& .%& ,551)<.6(*5 ,*7

&5.6),.&5 *&2&55,:4 .( <:(<&:-4 (!&:5&& ,*7 (<&:,.& , <18-62 <&*56(* /1*7"

*]" ,:& 6**(!,.6!& ,*7 6*7&<&*7&*.@ 5&,5(*&7 """ @1/$98 .%& ',!,*,1;%
g,27(*,-7 <:()65&^ <:(!676*; 4(1 .%& ,7!62& .( %&-< 4(1: 8&*&/6. <-,*5
.%:6!&" d& ,:& -&,7&:5 6* .%& <18-62 5&2.(: 2(*51-.6*; 2())1*6.4@
<:(!676*; .%(1;%./1- ,*7 6**(!,.6!& 5(-1.6(*5 .%,. &*,8-& <18-62 5&2.(:
8&*&/6. <-,*5 .( .%:6!&" d& <:(!67& 6)<,:.6,- ,7!62& ,*7 ),6*.,6* (1:
6*7&<&*7&*2& /:() <(-6.62,- ,*7 (.%&: (1.567& 6*/-1&*2&5@ ,*7 .%&5&
5.:&*;.%5 """ ,*7 ),3& 15 .%& -&,76*; <18-62 5&2.(: ,2.1,:6,- 2(*51-.,*.5
6* .%& &,%#$5(>2

 ',!,*,1;% g,27(*,-7 <:(!67&7 &B<&:. ,2.1,:6,- 5&:!62&5 .( 0CD /(:

),*4 4&,:5" P$ 8%JJ06": / &"5$6=6&/$6,# "/&1 ("/5 =,5 !KL9 /&$%/56/0 "8$6-/$"8 /#:

/88%-J$6,#8 /8 &,#$/6#": 6# $1" !KL A##%/0 K"J,5$8> @168 6#&0%:": !KL9 AAKPK
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,*7 .%& 1*7&:-46*; ,2.1,:6,- ,551)<.6(*5 ,*7 &5.6),.&5 .%,. +&*. 6*.( 2,-21-,.6*;

.%& ,2.1,:6,- -6,86-6.6&5 (+&7 84 0CD"

 A&/&*7,*.5 $%(),5 b" ',!,*,1;% K'_=O@ $(77 L" N:&&* KP:6*26<,-O

,*7 ?-65, L&**&.. KP:6*26<,-O +&:& &B&21.6!&5 ,*7 <:6*26<,-5 ,. ',!,*,1;%

g,27(*,-7 ,*7 +&:& 6* 2%,:;& (/ .%& 0CD ,22(1*." $%&4 56;*&7 (*& (: )(:& (/ .%&

/,-5& ',!,*,1;% g,27(*,-7 2&:.6/62,.6(*5@ (<6*6(*5 ,*7 :&<(:.5 .%,. +&:& 2(*.,6*&7

6* 0CD ?**1,- C&<(:.5"

 0CD +,5 ,* 6)<(:.,*. 2-6&*. ,*7 5(1:2& (/ /&&5 /(: ',!,*,1;%

Q/&:,#/0:> +/;/#/%71 Q/&:,#/0:98 4%86*&55 )(7&- 7&<&*7&7 (*:&<:&5&*.6*;

),*4 <18-62 <&*56(* /1*75@ 2%,:;6*; &,2%@ 6*2-176*; 0CD@ (!&: WFGG@GGG &,2% 4&,:"

@1"8" =%#:8 ."5" "88"#$6/00( */##%6$( &06"#$8>2 P$ ./8 6-J,5$/#$ 6# $168 4%86#"88

)(7&- *(. .( -(5& 2-6&*.5@ <,:.621-,:-4 84 ),..&:5 +6.%6* 6.5 (+* 2(*.:(-" ',!,*,1;%

g,27(*,-7 +,*.&7 .( 3&&< 0CD ,5 , 2-6&*. ,*7 +,5 +6--6*; .( (!&:-((3

1*2()/(:.,8-& ,*7 6*2(*!&*6&*. :&,-6.6&5 .( 7( 5("

 $%& 0CD ,22(1*. +,5 (/ 2(*567&:,8-& <&:5(*,- ,*7 /6*,*26,-

6)<(:.,*2& .( ',!,*,1;%@ N:&&* ,*7 L&**&.. ,*7 .%&6: 5.,.15@ 2()<&*5,.6(* ,*7

<(56.6(* 6* .%& /6:) 7&<&*7&7 1<(* 6."

 ',!,*,1;% g,27(*,-7 :&!6&+&7 ,*7 +&:& ,+,:& (/ .%& 2(*.&*.5 (/ .%&

0CD ?**1,- C&<(:.5 ,*7 3*&+ .%,. .%& 6*/(:),.6(* .%&:&6* +,5 6*2()<-&.&@ /,-5&

,*7 )65-&,76*;" $%&4 ,-5( 3*&+ 6/ .%& .:1& *,.1:& ,*7 :6535 (/ .%& /,-5& ,2.1,:6,-

,551)<.6(*5 ,*7 &5.6),.&5 +&:& 765&0,8": 6# $1" !KL A##%/0 K"J,5$8< !KL9

<18-62-4 :&<(:.&7 /1*76*; 7&/626. +(1-7 %,!& 534:(23&.&7@ ,* 1<:(,: +(1-7 /(--(+@
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6*!&5.6;,.6(*5 2(1-7 %,!& &*51&7@ ,*7 .%&4 2(1-7 %,!& 8&&* .&:)6*,.&7" ',!,*,1;%

g,27(*,-7 +(1-7 -(5& ,* 6)<(:.,*. 2-6&*. ,*7 .%&6: %6;%T!(-1)& <18-62 <&*56(*

/1*7 2-6&*.T7:6!&* 8156*&55 )(7&- +(1-7 8& .%:&,.&*&7" ?--(+6*; .%& 7&2&<.6(* .(

2(*.6*1& 5&:!&7 .%& &2(*()62 6*.&:&5. (/ ',!,*,1;% g,27(*,-7 +%( 2%(5& 6*,2.6(*

.( 8&*&/6. .%&6: (+* &2(*()62 5&-/T6*.&:&5."

 9* ,2.6*; ,*7 /,6-6*; .( ,2. ,5 ,--&;&7 %&:&6*@ .%&5& A&/&*7,*.5

3*(+6*;-4 ,67&7 ,*7 ,8&..&7 .%& 8:&,2% (/ 71.6&5 84 $:15.&&5@ +%6-& <,:.626<,.6*;

84 2())6..6*; (!&:. ,2.5@ 6* ,* (*;(6*; 52%&)&@ 26!6- 2(*5<6:,24@ 2())(* 2(1:5& (/

2(*712. ,*7 J(6*. &*.&:<:65& ,2.6*; 6* 2(*2&:. +6.% $:15.&&5 ,*7`(: &,2% (.%&: .(

2())6. 1*-,+/1- ,2.5@ 6*2-176*; .%& !6(-,.6(* (/ .%& ),*7,.(:4 71.6&5 6)<(5&7 (*

&,2% (/ .%&) ,*7 $:15.&&5 84 0&*.1234 -,+"

!$" 20,!%. #( 2%(%-2)-,.
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!6(-,.6(* (/ ,*4 5.,.1.& ),4 :&2(!&: /:() .%& (//&*7&: 512% 7,),;&5 ,5 8&

8%8$/6#": 4( 5"/8,# ,= $1" ;6,0/$6,#<2 !(> K";> L$/$> ``S>EHE> $%& '())(*+&,-.% 65

&*.6.-&7 .( ,!,6- 6.5&-/ (/ .%& :6;%.5 1*7&: 04" C&!" D.,." UU]"G[G"

 9* (:7&: .( <:(.&2. 0CD@ 6.5 >1*75@ .%&6: )&)8&:5 ,*7 8&*&/626,:6&5

,*7 0&*.1234 .,B<,4&:5@ .%& 0&*.1234 c&;65-,.1:& 6)<(5&7 5.:6*;&*. 5.,.1.(:4

71.6&5 (* <&:5(*5 +%( 8&2,)& 6*!(-!&7 +6.% 0CD ,*7 6.5 P-,*5" $%&5& 71.6&5 ,:&

(+&7 .( .%& '())(*+&,-.%"

F6
CE

B0
A5

-F
B7

B-
45

A9
-B

98
B-

92
2C

BE
CA

36
35

 : 
00

00
61

 o
f 0

00
13

2



F[

 ?. .%& .6)& <&:.6*&*. .( .%& ,--&;,.6(*5 %&:&6*@ .%& 0&*.1234 P&*56(*

c,+ %,7 &5.,8-65%&7 .%:&& <&*56(* *8(8$"-8>2 @1" 8$/$%$" &5"/$6#7 $1" !"#$%&'(

U-J0,(""8 K"$65"-"#$ L(8$"- )*!UKL23< $1" ,0:"8$ ,= $1" $15"" 8(8$"-8< J5,;6:"7

,5 /(--(+5^

61.515 Retirement systems established - Fund created:  
There is hereby created and established: 

(1) A retirement syst"# $%& "#'(%)""* +% ," -.%/. 0* +1" 23".+45-)
Employees Retirement System . . . which . . . shall have the powers and 
privileges of a corporation; and 

(2)   6 $4.78 50(("7 +1" 23".+45-) 9#'(%)""* :"+;&"#".+ <4.7= /1;51 *10((
consist of all the assets of the system [and] all assets received in the fund 
shall be deemed trust funds to be held and applied solely as provided in 
[Ky. Rev. Stat.] 61.510 to 61.705. 

$%&:& +&:& 5&<,:,.&@ 4&. 86-60/5< 8$/$%$"8 &5"/$6#7 $1" *+,%#$( U-J0,(""8

C&.6:&)&*. D45.&)2 )*+UKL23< !(> K";> L$> HD>HlE< /#: .%& *L$/$" ?,06&" K"$65"-"#$

L(8$"-2 )*L?KL23< !(> K";> L$/$> GS>S`C< /#: $1"65 5"8J"&$6;" =%#:8> A00 $15""

545.&)5 +&:& ;(!&:*&7 84 .%& 5,)& L(,:7 ,*7 ),*,;&7 84 5.,// :&.,6*&7 84 .%,.

L(,:7"EH

61.645 Board of Trustees 5 Powers 5 Members 5Other Duties 5 Annual financial 
report 5 Trustees education program 5 Information made available to public 

(1) The County Employees Retirements System, Kentucky Employees Retirement 
System and State Police Retirement System shall be administered by the board of 
>&4*+""* %$ +1" 3".+45-) :"+;&"#".+ ?)*+"#*@ 

*** 
(2) The board is hereby granted the powers and privileges of a corporation, including 

but not limited to the following powers: 
(a)  To sue and be sued in its corporate name: 
(f)   To purchase fiduciary liability insurance; 

*** 
(3) (a) A trustee shall discharge his duties as a trustee . . . 

EH $%& :&.6:&)&*. 545.&) +,5 :&2&*.-4 :&(:;,*6I&7 ,5 .%& 0&*.1234 P18-62
P&*56(*5 ?1.%(:6.4 ,5 5.,.&7 6* *" E@ .,2(0"
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1. In good faith: 
2.  On an informed basis; and 
3. In a manner he honestly believes to be in the best interest of the 

Kentucky Retirement Systems 
(b) A trustee discharges his duties on an informed basis if, when 

he makes an inquiry into the business and affairs of the 
Kentucky Retirement Systems or into a particular action to 
be taken or decision to be made, he exercises the care an 
ordinary prudent person in a like position would exercise 
under similar circumstances. 

 *** 
(h). ... a trustee shall strive to administer the retirement system 

in an efficient and cost-effective manner for the taxpayers of 
the Commonwealth of Kentucky. 

 *** 
(18) The board shall establish a formal trustee education program for all trustees on 

the board. The program shall include but not be limited to the following: 
 

(a) A required orientation program for all new trustees elected or 
appointed to the board [, which] shall include training on: 

 *** 
2. Investment concepts, policies, and current composition and 

administration of retirement systems investments; 
 

3. Laws . . . pertaining to the retirement systems and to fiduciaries; 
 

4. Actuarial and financial concepts pertaining to the retirement 
systems. 

 *** 
(b) Annual required training for board members on the . . . financing, and 

investing of the retirement systems... 
 *** 

(19) In order to improve public transparency regarding the administration of the 
systems, the board of trustee* *10(( A A A #0-" 0B0;(0,("@ 

 ***  
C,D >1" E%#'&"1".*;B" 6..40( <;.0.5;0( :"'%&+ @ 

 *** 
C#DF.$%&#0+;%. &"G0&7;.G +1" *)*+"#*H $;.0.5;0( 0.7 actuarial 

condition that is easily understood by the members, retired 
members, and the public. 

 
61.650 Board trustee of funds 5 Investment Committee 5 Standards of conduct 

CID@ 
 *** 
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(c) ? .:15.&&@ (//62&:@ &)<-(4&&@ (: (.%&: /67126,:4 5%,-- 7652%,:;&
71.6&5 +6.% :&5<&2. .( .%& :&.6:&)&*. 545.&)^

1. Solely in the interest of the members and beneficiaries; 
2. For the exclusive purpose of providing benefits to members and 

beneficiaries and paying reasonable expenses of administering 
the system; 

3. With the care, skill, and caution under the circumstances then 
prevailing that a prudent person acting in a like capacity and 
familiar with those matters would use in the conduct of an 
activity of like character and purpose; 

 *** 
(d) In addition to the standards of conduct prescribed [above], all 

individuals associated with the investment and management of 
retirement system assets, whether contracted investment advisors, 
board members or staff employees, shall adhere to the Code of Ethics 
and Standards of Professional Conduct, the asset Manager Code of 
Professional Conduct if the individual is managing retirement system 
assets, and the Code of Conduct for Members of a Pension Scheme 
J%B"&.;.G K%7) ;$ +1" ;.7;B;740( ;* 0 ,%0&7 #"#,"&@ 

 *** 
61.655 Board of trustees 5 Conflict of interest 

No trustee or employee of the Kentucky Retirement Systems Board shall: 
(1) Have any interest, direct or indirect, in the gains or profits 

of any investment or transaction made by the board . . . 
 *** 

K5)  Use his or her official position with the retirement system to obtain a financial 
gain or benefit or advantage for himself or herself or a family member; 

(6) Use confidential information acquired during his or her tenure with the 
retirement system to further his or her own economic interests or that of 
another person; or 

(7) Hold outside employment with or accept compensation from any person or 
business with which he or she has involvement as part of his or her official 
position with the retirement *)*+"#@A 

 9* ,776.6(* .( .%& 71.6&5 6)<(5&7 84 .%& 0&*.1234 P&*56(* c,+@ .%&

)&)8&:5 (/ .%& 0CD L(,:7 (/ $:15.&&5 ,:& .:15.&&5"
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P&*56(* >1*75R K66O 8&2,15& .%&4 %&-7 .%&)5&-!&5 (1. .( 8& !&:4 5(<%65.62,.&7@

%6;%-4 Z1,-6/6&7 &B<&:.5 +6.% &B.&*56!& &B<&:6&*2& ,*7 &B<&:.65& 6* .%&6: :&5<&2.6!&

/6&-75R K666O 8&2,15& .%&4 3*&+ .%& 0CD .:15.&&5 +&:& 7&,-6*; +6.% 6*.&:*,- .1:)(6-

,*7 5.,// .1:*(!&: ,*7 *&+@ 6*&B<&:6&*2&7 6*!&5.)&*. 5.,// ,*7 6*!&5.)&*.

,7!65(:5 ,*7 +(1-7 8& 1*151,--4 7&<&*7&*. 1<(* .%&6: <:(/&55&7@ 51<&:6(:

&B<&:6&*2&@ &B<&:.65&@ ,*7 5(<%65.62,.6(* 6* .%&6: :&5<&2.6!& ,:&,5 (/ &B<&:.65&R ,*7

K6!O 8&2,15& 6* .%& 2,5& (/ .%& S&7;& >1*7 D&--&:5 .%&4 %,7 7652:&.6(* .( 5&-&2. .%&
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Of all actuarial assumptions, a public pension plan9s investment return assumption 
has the greatest effect on the projected long-term cost of the plan. This is because 
over time, a majority of revenues of a typical public pension fund come from 
investment earnings. Even a small change in a plan9s investment return assumption 
can impose a disproportionate impact on the plan9s funding level and cost. 
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 Preamble 
The conduct of those who govern pension schemes significantly 
impacts the lives of millions of people around the world who are 
dependent on pensions for their retirement income. Consequently, it 
is critical that pension plans, also known as systems, schemes, or 
funds, are overseen by a strong, well-functioning governing body in 
accordance with fundamental ethical principles of honesty, integrity, 
independence, fairness, openness, and competence. 

*** 

This Code of Conduct for Members of Pension Scheme Governing 
Body (the Code) represents best practice for members of the pension 
governing body when complying with their duties to the pension 
scheme. Whether public or private, each pension scheme board that 
adopts the code will demonstrate its commitment to servicing the 
best interest of participants and beneficiaries. 

The code provides guidance to those individuals overseeing the 
management of the scheme regarding their individual duties and 
responsibilities. 

Act with skill, competence and diligence. 

Skill and diligence require trustees to be knowledgeable about the 
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matters and duties with which they have been entrusted. Ignorance 
of a situation or an improper course of action on matters for which 
the trustee is responsible or should at least be aware is a violation of 
this code. Improper or ill-advised decisions can be costly to the 
'".*;%. *51"#" 0.7 7"+&;#".+0( +% +1" *51"#"H* '0&+;5;'0.+* 0.7
beneficiaries. Prior to taking action on behalf of the scheme, 
effective trustees and/or their designees analyze the potential 
investment opportunities and act only after undertaking due 
diligence to ensure they have sufficient knowledge about specific 
investments or strategies. 

Effective trustees will have knowledge and understanding of 

! Trust and pension laws. 

! Pension scheme funding and liabilities. 

! The policies of the scheme. 

! The strategies in which the scheme is investing. 

! Investment research and will consider the assumptions used 
! such as risks, inflation, and rates of return ! as well as the 
thoroughness of the analysis performed, the timeliness and 
completeness of the information, and the objectivity and 
independence of the source. 

! The basic structure and function of the selected investments 
and securities in which the scheme invests. 

! How investments and securities are traded, their liquidity, 
and any other risks ... 

Certain types of investments, such as hedge funds, private equity, or 
more sophisticated derivative instruments, necessitate more 
thorough investigation and understanding than do fundamental 
investments, such as straightforward and transparent equity, fixed-
income, or mutual fund products. Trustees may seek appropriate 
expert or professional guidance if they believe themselves lacking 
the expertise necessary to make an informed decision. 

*** 
Take actions that are consistent with the established mission of the scheme and the 
policies that support that mission. 

Effective trustees develop and implement comprehensive written 
investment policies that set forth the mission, beliefs, and strategic 
investment plans that guide the investment decisions of the scheme 
C+1" 2'%(;5;"*=DA 

! Draft written policies that include a discussion of risk 
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tolerances, return, objectives, liquidity requirements, 
liabilities, tax considerations, and any legal, regulatory, or 
other unique circumstances. 

! Review and approve the *51"#"H* investment policies as 
necessary, but at least annually, to ensure that the policies 
remain current. 

! Only take investment actions that are consistent with the 
stated objectives and constraints of these established scheme 
policies. 

! Establish policy frameworks within which to allocate risk 
for both asset mix policy risk and active risk as well as 
frameworks within which to monitor performance of the 
asset mix policies and the risk of the overall pension fund. 

Review on a regular basis the %66"4"%047 '0) %66%4("8%0%## *6 (9% #49%:%,# #344%## "0
meeting its goals, including assessing the performance and actions of scheme service 
providers, such as investment managers, consultants, and actuaries. 

Effective trustees have knowledge and understanding to critically 
&"B;"/ 0.7 B"&;$) +1" '"&$%&#0.5" %$ +1" *51"#"H* ;.B"*+#".+
managers. 

! Ensure that the investment entity managing scheme assets 
employs qualified staff and sufficient human and 
technological resources to thoroughly investigate, analyze, 
implement, and monitor investment decisions and actions. 

! Ensure that investment managers and consultants retained 
by the scheme adopt and comply with adequate compliance 
and professional standards. 

! Ensure that the pension scheme has in place proper 
monitoring and control procedures for investment managers. 

! Review investment manager performance assessments 
&"(0+;B" +% +1" *51"#"H* ;.B"*+#".+ '%(;5) *+0+"#".+ %. 0
regular basis, generally quarterly but at least annually. 

Communicate with participants, beneficiaries, and supervisory authorities in a 
timely, accurate, and transparent manner. 

Full and fair disclosure of relevant information is a fundamental 
ethical principle of capital markets and the investment services 
industry. Developing and maintaining clear, timely, and thorough 
communication practices is critical to providing high-quality 
financial services to scheme participants and beneficiaries. 

Trustees have a responsibility to 
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! Ensure that the information they provide to scheme 
participants and beneficiaries is accurate, pertinent, and 
complete. 

! Not misrepresent any aspect of their services or activities in 
any communications, including oral representations, 
electronic communications, or written materials (whether 
publicly disseminated or not). 

*** 
Among other disclosures, trustees have a duty to present 
performance information that is a fair representation of the *51"#"H* 
investment record and that includes all relevant factors. Trustees 
have a responsibility to comply /;+1 +1" *51"#"H* 7;*5(%*4&" '%(;5ies 
by submitting any requested information in a timely manner. To be 
effective, disclosures of information must be made in plain language 
and in a manner designed to effectively communicate the 
information. (emphasis added). 
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P:(/&556(*,- '(*712.@ ,*7 .%& ?55&. g,*,;&: '(7& (/ P:(/&556(*,- '(*712.@ +%62%

2(7&5 &B<:&55 6* 7&.,6- .%& 2(*712. :&Z16:&7 (/ /67126,:4 ,7!65(:5 ,*7 ),*,;&:5"

S&7;& >1*7 D&--&:5 ,*7 Cf0 /,6-&7 .( ,7%&:& .( .%(5& 5.,*7,:75@ 8:&,2%6*; 71.6&5

(+&7 .( 0CD ,*7 .%& '())(*+&,-.%"

 $%& '>? 7&52:68&5 6.5&-/ ,5 /(--(+5^

The CFA Institute Code of Ethics and Standards of Professional Conduct are 
fundamental to the values of CFA Institute and essential to achieving its mission to 
lead the investment professional globally by promoting the highest standards of 
ethics, education, and professional excellence for the ultimate benefit of society. 
High ethical standards are critical to #0;.+0;.;.G +1" '4,(;5H* +&4*+ ;. $;.0.5;0(
markets and in the investment profession. Since their creation in 1960s, the Code 
and Standards have ... served as a model for measuring the ethics of Investment 
professionals ... regardless ... or local laws and regulation. 

 

 @1" +MA *+,:" ,= U$16&82 J5,;6:"8 .%,. <&:5(*5 518J&2. .( 6.5 2(7&

)15.^

E" Act with integrity, competence, diligence, respect and in an ethical manner 
with ... clients ... 

2. Place ... the interests of clients above their own personal interests. 

3. Use reasonable care and exercise independent professional judgment when 
conducting investment analysis, making investment recommendations, 
taking investment actions ... 

 P# /::6$6,#< +MA J5"8&564"8 *L$/#:/5:8 ,= ?5,="886,#/0 +,#:%&$2 =,5
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<&:5(*5 518J&2. .( .%& '(7&^

A. +0*;&%)/% *6 (9% <'; = must understand and comply with all applicable laws, 
rules, and regulations (including the CFA Institute Code of Ethics and Standards 
of Professional Conduct). In the event of conflict, [they] must comply with the 
more strict law, rule or regulation. 

B. Independence and Objectivity ... must use reasonable care and judgment to 
achieve and maintain independence and objectivity in their professional activities. 

C. Misrepresentation ... must not knowingly make any misrepresentations relating 
to investment analysis recommendations, actions or other professional activities. 

D. Misconduct ... must not engage in any professional conduct involving dishonesty, 
fraud or deceit or commit any act that reflects adversely on their professional 
regulation, integrity or competence. 

 P# /::6$6,#< $1" +MA +,:" ,= U$16&8 8"$8 =,5$1 *B%$6"8 $, +06"#$8<2

<:(!676*; .%,. <&:5(*5 518J&2. .( .%& 2(7&^

A. Loyalty, Prudence, and Care ... have a duty to loyalty to the clients and must act 
with reasonable care and exercise prudent judgment [and] must act for the benefit 
%$ +1";& 5(;".+* 0.7 '(05" +1";& 5(;".+*H ;.+"&"*+* ,"$%&" AAA +1";& %/. interests. 

B. Fair Dealing ... must deal fairly and objectively with all clients when providing 
investment analysis and making investment recommendations, taking investment 
action or engaging in other professional activities. 

 $%& '>? '(7& (/ _.%625 ,-5( 2()),*75 .%,. <&:5(*5 518J&2. .( .%&
2(7& )15.^ 

a. L0-" 0 &"0*%.0,(" ;.M4;&) ;.+% 0 5(;".+H* %& '&%*'"5+;B" 5(;".+H*
investment experience, risk and return objectives 
recommendation or taking investment action and must reassess and 
update this information regularly. 

b. Determine that an investm".+ ;* *4;+0,(" +% +1" 5(;".+H* %,N"5+;B"*8
mandates, and constraints before making an investment 
recommendation or taking investment action. 

c. Judge the suitability of investments in the context of the 5(;".+H*
total portfolio. 

 $%& '(7& (/ _.%625 ,-5( :&Z16:&5 .%,. <&:5(*5 518J&2. .( 6. )15.^

1. Exercise diligence, independence and thoroughness in analyzing 
investments, making investment recommendations, and taking 
investment actions. 

2. Have a reasonable and adequate basis, supported by appropriate 
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research and investigation, for any investment analysis, 
recommendation, or action. 

 $%& '>? 9*5.6.1.& ?55&. g,*,;&: '(7& (1.-6*&5 .%& &.%62,- ,*7

<:(/&556(*,- :&5<(*5686-6.6&5 (/ /6:)5 .%,. ),*,;& ,55&.5 (* 8&%,-/ (/ 2-6&*.5"

1. GENERAL PRINCIPLES OF CONDUCT 

Managers have the following responsibilities to their clients.  
Mangers must: 

1. Act in a professional and ethical manner at all times. 

2. Act for the benefit of clients. 

3. Act with independence and objectivity. 

4. Act with skill, competence, and diligence. 

*** 

2. ASSET MANAGER CODE 

A. LOYALTY TO CLIENTS 
1. Place client interests before their own. 

 *** 
B. INVESTMENT PROCESS AND ACTIONS 

Managers must: 

1. Use reasonable care and prudent judgment when managing client 
assets. 

 *** 
3. Deal fairly and objectively with all clients when providing investment 

information making investment recommendations or taking investment 
action. 

4. Have a reasonable and adequate basis for investment decisions. 

 *** 
6. When managing separate accounts and before providing investment 

advice or taking investment action on behalf of the client. 

," 9B0(40+" 0.7 4.7"&*+0.7 +1" 5(;".+H* ;.B"*+#".+ %,N"5+;B"*
tolerance for risk, time horizon, liquidity needs, financial 
constraints, any unique circumstances consideration legal or 
regulatory constraints, etc.) and any other relevant information 
that would affect investment policy. 

8" O"+"&#;." +10+ 0. ;.B"*+#".+ ;* *4;+0,(" +% 0 5(;".+H* $;.0.5;0(
situation. 
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6#=,5-/$6,# /4,%$ $1" M%#:89 =6#/#&6/0 /#: /&$%/56/0 &,#:6$6,# /#: $1" 6#;"8$-"#$

:&2())&*7&7" ?*7 8&2,15& (/ .%&6: 51<&:6(: 3*(+-&7;& ,*7 &B<&:.65& ,*7 .%&6:
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71.6&5 ,5 +&--" $%&4 !6(-,.&7 ,-- .%&5& 71.6&5 ,5 7&.,6-&7 6* .%65 '()<-,6*."

 ?5 /67126,:6&5@ .%& S&7;& >1*7 D&--&:5 +&:& (8-6;,.&7 .( <1. .%&
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76)6*1.6(* ,= !KL9 (5 $1" +,--,#."/0$198 -&;,- :6;%.5 ,*7 .%& ,86-6.4 .( <1:51&

.%(5& 0"7/0 5671$8 6# !"#$%&'(98 &,%5$8< 6# ,J"# J5,&"":6#78 /#: .6$1 / i%5( $56/0< 6$

65 , 8:&,2% (/ .%,. 71.4"

 20,!%. #( !-$%.,:%-, )-2 );,0)&!)* )2$!.#&. ,# /&.
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2,:& ,*7 76-6;&*2&@ ,*7 .%& 71.4 .( ,551:& .%,. 0CD .:15.&&5 ,*7 (//62&:5 2()<-4

+6.% .%& 0&*.1234 P&*56(* c,+ ,*7 .%& (.%&: 5.,.1.&5 &*,2.&7 .( <:(.&2. 0CD@ 6.5

)&)8&:5 ,*7 8&*&/626,:6&5 ,*7 0&*.1234 .,B<,4&:5" $%& ?2.1,:6,- ?7!65(:@ Cf0@

+,5 ,-5( 518J&2. .( .%& '>? '(7& (/ _.%625@ D.,*7,:75 (/ P:(/&556(*,- '(*712.@ ,*7

.%& '>? ?55&. g,*,;&: '(7& (/ P:(/&556(*,- '(*712. ,*7 .%15 (+&7 .%& 5,)&

71.6&5 ,5 .%& S&7;& >1*7 D&--&:5 ,5 ,--&;&7 ,8(!&@ ,*7 ,-5( /,6-&7 .( 2()<-4 +6.%

.%(5& 71.6&5@ ,5 7&.,6-&7 %&:&6*"

 9* HGE]@ C&1.&:5 :&<(:.&7 .%,. 0CD %,7 <1. WQGG )6--6(* )(:& 6*.(

!!Kg?568-/98 B/#6"0 W,,#" M%#:< -/'6#7 6$ 4( =/: .%& -,:;&5. 56*;-& 6*!&5.)&*. (/

0CD O ,-)(5. WMGG )6--6(* O FV (/ 6.5 ,55&.5^

When Kentucky9s public pension put U.S. buyout firm KKR & Co., L.P. in charge 
of its hedge fund investments ... its board expected the deal to save money and boost 
its return. 
 *** 

For the Wall Street firm, the deal paid off. KKR Prisma, increased by nearly half 
the amount of money it managed on Kentucky9s behalf and its fee income rose by 
at least a quarter, according to KKR Prisma documents seen by Reuters ... 
Kentucky, so far, has come up short. 
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What [made] KKR Prisma ... the top manager of about $1.65 billion in Kentucky9s 
hedge fund investments, was an offer to let an executive work for two weeks per 
month out of Kentucky9s Frankfort office overseeing the portfolio. 

 *** 

It was *like having a free staff member,2 David Peden, who was the pension fund9s 
chief investment officer at the time ... He said KKR approached him after it learned 
he could not find a qualified candidate to run hedge fund investments ... 

 *** 

Peden who worked at Prisma a decade ago and before it was taken over said the 
relationship ... *made it ... unnecessary to do a competitive process2 ... Girish 
Reddy, co-founder of KKR Prisma, described the deal as a strategic partnership ... 
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7,*;&:(15 +(:3 84 <(-62& ,*7 /6:&)&* ,*7 5&-/-&55 5&:!62& 84 5(26,- +(:3&:5@ <18-62

%&,-.% +(:3&:5@ J,*6.(:5 ,*7 .%& -63&@ +,5 (!&:2()&" d(:3&:5 6* .%&5& *&+ <18-62

<&*56(* <-,*5 +&:& <:()65&7 , /6B&7 <&*56(* 8&*&/6. 8,5&7 (* 4&,:5 (/ 5&:!62& ,*7

5,-,:4 -&!&-5@ !"#"$ / *:"=6#": 4"#"=6$>2 j,;"5#-"#$ .,5'"58 ."5" J5,-68": $1/$ $1"

<&*56(* /1*75 &5.,8-65%&7 /(: .%&6: 8&*&/6. +(1-7 ,221)1-,.& 2(*.:681.6(*5 /:() .%&

&)<-(4&& ,*7 .%& ;(!&:*)&*. &)<-(4&:@ ,-8&6. /,: -&55 (* , 21::&*. 8,565 .%,*+%,.

+(1-7 8& *&2&55,:4 .( <,4 .%& <:()65&7 <&*56(* 8&*&/6.5 ),*4 4&,:5 -,.&:" $%(5&

2(*.:681.6(*5 +(1-7 8& <-,2&7 6* .:15.@ .( 8& (!&:5&&*@ 5,/&;1,:7&7 ,*7 6*!&5.&7 6*

, ;:(+6*; ?)&:62,* K,*7 +(:-7O &2(*()4 84 .:15.&&5" ?5 ),:3&.5 6*2:&,5&7 (!&:
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.6)&@ +6.% <:17&*. 6*!&5.)&*. (/ .%& .:15. /1*75 ,55&.5 ,*7 <:(<&: (!&:56;%. ,*7

),*,;&)&*. (/ .%& /1*75@ .%(5& 6*!&5.)&*.5 :&.1:*5 +(1-7 8& 51//626&*. 5( .%,.

+%&* .%& .6)& 2,)& /(: .%& /1*7 .( <,4 .%& <:()65&7 8&*&/6.5 ),*4 4&,:5 -,.&:@ .%&

)(*&4 +(1-7 8& .%&:&"

 _55&*.6,- .( .%& 5,/&.4 ,*7 5122&55 (/ ,*4 7&/6*&7 8&*&/6. <&*56(* <-,*

+,5 .%,. <-,* ,55&.5 O .%& 2(*.:681.6(*5 84 .%& ;(!&:*)&*. &)<-(4&: ,*7 .%&

"-J0,(""89 ./7"8 O 8& <-,2&7 6* , .:15. .( 8& (!&:5&&* ,*7 6*!&5.&7 84 .:15.&&5 +%(

+(1-7 8& %&-7 .( .%& %6;%&5. 5.,*7,:75 (/ 2(*712. O .%(5& :&Z16:&7 (/ , .:15.&&+%(

+,5 %(-76*;@ (!&:5&&6*;@ 5,/&;1,:76*; ,*7 6*!&5.6*; )(*6&5 8&-(*;6*; .( (.%&:

<&(<-&@ !"#"@ <18-62 &)<-(4&&5 +%( +&:& 6*!(-1*.,:4@ <,556!& 8&*&/626,:6&5 6* .%&

<&*56(* /1*75 ,*7 .,B<,4&:5 +%( +&:& -&;,--4 (8-6;,.&7 .( <,4 /(: ,*4 /1*76*;

5%(:./,--5"

 d(:3&:5 +&:& ,551:&7 .%,. %,!6*; .%& <&*56(* /1*7 ,55&.5 (!&:5&&*

,*7 2,:&7 /(: 84 .:15.&&5 +(1-7 8& 5,/&: .%,* 6/ .%& +(:3&:5 .%&)5&-!&5 ,..&)<.&7

.( 6*!&5. .%& )(*&4 (* .%&6: (+*@ ;6!&* .%&6: :&-,.6!& -,23 (/ 5(<%65.62,.6(* ,*7 .%&

7,*;&: .%,. .%&4 +(1-7 8& .,3&* ,7!,*.,;& (/ 84 8:(3&:5@ <6.2%)&* ,*7 /,5.T8123

,:.65.5" $%&5& .:15.&&5 +%( +&:& .( (!&:5&& <18-62 <&*56(* <-,*5 +&:& .( ,551:& .%,.

.%(5& <&*56(* <-,*5 +(1-7 8& .%& ,*5+&: .( .%& :&.6:&)&*. 7:&,)5 (/ )6--6(*5 (/

?)&:62,* <18-62 &)<-(4&&5"

 $%& 67&, 8&%6*7 .%&5& &)&:;6*; <18-62 <&*56(* <-,*5 +,5

5.:,6;%./(:+,:7" $%& ?)&:62,* &2(*()4 +,5 &B<,*76*; 5.:(*;-4 6* .%& ,/.&:;-(+ (/

(1: !62$,5( 6# ],50: ]/5 PP> P= $1,8" .,5'"589 8/;6#78 )/#: $1" $/V :,00/58 &,-6#7
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/:() .%& ;(!&:*)&*. 5<(*5(:O +&:& 6*!&5.&7 6* .%,. ;:(+6*; &2(*()4@ (!&: .6)& .%&

;:(+.% ,*7 5122&55 (/ .%& ?)&:62,* &2(*()4 +(1-7 <:(!67& .%& 6*!&5.)&*. :&.1:*5

+%62% +(1-7 <:(!67& .%& 81-3 (/ .%& /1*76*; (/ .%& <:()65&7 <&*56(*5"

 9* EYF]@ 6* (:7&: .( <:(.&2. 8(.% .%& &)<-(4&&5 (/ 0&*.1234

;(!&:*)&*.,- 1*6.5 +%( +(1-7 8& 2(!&:&7 84 *&+-4 2(*.&)<-,.&7 <&*56(* .:15.5@

+(:3&:5 +%( +(1-7 8& :&Z16:&7 .( 8& &*:(--&7 6* ,*7 2(*.:681.& .( .%(5& <-,*5@ ,*7

,-5( .( <:(.&2. .%& .,B<,4&:5 (/ 0&*.1234 +%( +(1-7 8& :&Z16:&7 .( %&-< /1*7 .%(5&

<-,*5 (* ,* (*;(6*; 8,565@ .%& 0&*.1234 c&;65-,.1:& &*,2.&7 , -,+ 2:&,.6*; .%&

0CD"

 9* /,2.@ (!&: .%& *&B. ]G T [G 4&,:5 .%& X"D" ,*7 +(:-7 K&2(*()6&5 ,*7

),:3&.5O %,!& 7(*& .%&6: <,:.@ ,5 .%& ;:,<% 8&-(+ 5%(+5^

 >(: .%& <18-62 &)<-(4&& <&*56(* /1*75 ,-- (!&: (1: *,.6(* .%,. %,!&
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[Y

%,7 .%& 8&*&/6. (/ <:(<&: /67126,:4 5.&+,:75%6<@ +%&:& .%& .:15.&&5 %,!& ,!(67&7

:&23-&55@ 6)<:17&*. (: (!&:T2(*2&*.:,.&7 6*!&5.)&*.5@ 512% ,5 5&2:&.6!&@ (<,Z1&@

/1*7 (/ %&7;& /1*75 L-,23 L(B&5 ,*7 .%&6: &B2&556!& /&&5@ +%6-& 156*; :&,-65.62

,551)<.6(*5 ,8(1. /1.1:& 6*!&5.)&*. :&.1:*5@ <-,* <,:.626<,*. ;:(+.%@ :&.6:&)&*.

:,.&5 ,*7 -(*;&!6.4@ ,*7 767 *(. ,--(+ 6)<:(<&: (1.567& 6*/-1&*2&5 (* /1*7

6*!&5.)&*. 7&2656(*5@ .%& <:()65&5 (/ <&*56(*5 %,!& 8&&* /1-/6--&7" $%&5& /1*75,:&

5(-!&*.@ 2,5%T/-(+ <(56.6!& ,*7 5&21:&"

 $%&:& ,:& %1*7:&75 (/ <18-62 <&*56(* /1*75 .%,. ,:& (!&: MFTYGV

/1*7&7 .(7,4" =!&: .%& <,5. 7&2,7&5@ .%:(1;% &2(*()62 ;((7 .6)&5 ,*7 8,7@ 81-- ,*7

8&,: ),:3&.5@ .&::(:65.5 ,..,235@ .%& 5,!6*;5 i -(,* 2:6565@ .%& 7(."2()`9P= ,*7

.&-&2())1*62,.6(*5 7&8,2-&5 ,*7 &!&* .%& HGG[THGGY /6*,*26,- 2:6565@ ,*7 7&5<6.&

<&(<-& -6!6*; -(*;&:@ :&.6:6*; &,:-6&: ,*7 .%& 5-(+6*; 6* <18-62 &)<-(4&& %6:6*;@ .%&

.:15.&&5@ 6*!&5.)&*. ,7!65(:5@ ,*7 ,2.1,:6&5 (/ .%&5& /1*75 767 .%&6: J(85 ,*7

<&:/(:)&7 .%&6: 5.,.1.(:4 71.6&5 ,*7 .%& :&.6:&)&*. 5,!6*;5 (/ .%&6: 8&*&/626,:6&5

,:& 5,/&" $%& .:&,51:6&5 (/ .%&6: 5.,.&5 ,:& *(. .%:&,.&*&7" _B,)<-&5 (/ .%&5& +&--T

/1*7&7 <-,*5 ,:&^

Pension Fund % Funded Pension Fund % Funded 
Connecticut Municipal 
Employees 86% New York State 

Teachers 87% 

Delaware State Employee 89% North Carolina Local 
Govt. 95% 

Employees Teachers State EES  
Tennessee State and Teachers  

93% North Carolina Local 
Govt. EES 91% 

Florida Retirement System 85% Oklahoma PERS 93% 

Houston Fire Fighters 86% Oklahoma Police 
Retirements System 99% 
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MG

Iowa PERS 84% 
Pennsylvania Municipal 
Employee Retirement 
System 

100% 

Los Angeles Fire and Police 94% Sacramento County 
ERS 87% 

Louisiana State Parochial 
Employees 99% South Dakota 

Retirement System 100% 

Maine Local Govt. Employees 86% South Dakota 
Retirement System 100% 

Milwaukee City ERS 95% Texas County and 
District 88% 

Minnesota Police and Fire 88% Texas Court and 
District Employees 88% 

Missouri Local Employee 95% Texas Teachers 
Retirement System 86% 

Missouri PEERS 86% 
Washington EES & 
School Employees and 
Teachers 2/3 

88-92% 

Missouri Teachers 86% Washington, DC Police 
and Fire 110% 

Montana County Employee 92% Washington, DC 
Teachers 91% 

Nebraska School Employees 90% Wisconsin Retirement 
System 100% 

 $%&:& 65 *( 7(18. .%,. +6.% <:(<&:@ ;((7 /,6.% .:15.&&5%6< ,*7 <&*56(*

/1*7 ),*,;&)&*. ,5565.&7 84 2()<&.&*. ,*7 &B<&:6&*2&7 5.,// ,*7 %(*&5.

6*7&<&*7&*. (1.567& ,7!65(:5 .%& <18-62 <&*56(* /1*7 2(*2&<. 2,* +(:3 ,*7 7(&5

+(:3" c((3 *( /1:.%&: .%,* $&**&55&&@ :6;%. *&B. 7((:@ +%&:& .%& .+( -,:;& <18-62

<&*56(* <-,*5 ,:& YFV /1*7&7 .(7,4" $%(5& /1*75 %,7 2()<&.&*. .:15.&&5 +%(

(8&4&7 .%& -,+ ,*7 .(-7 .%& .:1.%R ,*7 +%( %,7 %(*&5.@ 2()<&.&*. ,*7 *(*T5&-/T

6*.&:&5.&7 ,7!65(:5R ,*7 +%( .1:*&7 ,+,4 5&--&:5 (/ 5<&21-,.6!& ,*7 1*516.,8-&

6*!&5.)&*.5"

F6
CE

B0
A5

-F
B7

B-
45

A9
-B

98
B-

92
2C

BE
CA

36
35

 : 
00

00
85

 o
f 0

00
13

2



ME

$!" 10$0&1'&+/3 /(80:0; (5&/6%-'(9 '&1 ;#-;%&,%2
;#::#- ;#0&.% #(;#-20;,

 30+% !-$%.,:%-, *#..%.9 .0.4!;!#0. 4)1:%-,. .;)-2)*
)-2 ,3% 0.% #( #0,:#2%29 0-&%)*!.,!; )-2 ()*.%
);,0)&!)* )..0:4,!#-. 4*0-+% /&. !-,# )- !-,%&-)*
;&!.!. !- 566<=56>6

 L&.+&&* HGGHTHGEG@ .%& /1*7&7 5.,.15 (/ .%& 0CD >1*75 7&2-6*&7 71&

.( (!&: W]"] 86--6(* 6* 6*!&5.)&*. -(5&5 6* HGGGTCEEl> @1"8" 0,88"8 7%$$": !KL9

6*!&5.)&*. <(:./(-6( ,*7 7&)(*5.:,.&7 .%,. .%& ["[FV ??C9C $:15.&&5 %,7 8&&*

156*; /(: 4&,:5 +,5 1*:&,-65.62 ,*7 +(1-7 *&!&: 8& ,2%6&!&7 (* ,* (*;(6*; 8,565" ?.

.%& 5,)& .6)& ,5 86--6(*5 (/ .:15. /1*75 %,7 8&&* -(5.@ .%& .:15.&&5 +&:& /,26*; ,*

,22&-&:,.6*; 6*2:&,5& 6* :&.6:&)&*.5" $%65 :&Z16:&7 .%& P-,*5 .( <,4 (1. 6*2:&,56*;

,)(1*.5 (/ 8&*&/6.5 .( )(:& :&.6:&&5@ +%( +&:& -6!6*; -(*;&:" D-(+6*; ;:(+.% 6*

;(!&:*)&*. %6:6*;`5,-,:4 6*2:&,5&5 )&,*. -&55 *&+ )(*&4 2()6*; 6*.( .%& P-,*5@

+6.% /&+&: *&+ )&)8&:5 ,*7 -(+&: <,4 6*2:&,5&5" ?-5(@ 6*.&:&5. :,.&5 ,*7 6*/-,.6(*

8(.% <-1*;&7 O ,*7 5.,4&7 -(+ O ,5 , :&51-. (/ .%& HGGMTHGGY ),:3&. 7&2-6*& ,*7

&2(*()62 7(+*.1:*"

 $%&5& <:(8-&)5 +&:& :((.&7 6* 56)<-& ),.%" $%& HGGYTHGEG 6*.&:*,-

,55&.`-6,86-6.4 5.174 7&)(*5.:,.&7 .%&:& +,5 *( <:17&*. 6*!&5.)&*. 5.:,.&;4 .%,.

+(1-7 ,--(+ 0CD .( 6*!&5. 6.5 +,4 .( 56;*6/62,*.-4 6)<:(!&7 /1*7&7 5.,.15" $%&

.:15.&&5 +&:& .:,<<&7 6* , 7&)(;:,<%62`/6*,*26,- !65&" $%& W] 86--6(* 6* HGGETHGGY

6*!&5.)&*. -(55&5 8,7-4 2:6<<-&7 /1.1:& 6*!&5.)&*. :&.1:*5 /(: 4&,:5"

 L4 HGGY@ 0CD >1*75 %,7 ,2%6&!&7 ,* ,!&:,;& ,**1,- :,.& (/

6*!&5.)&*. :&.1:* (/ *&;,.6!& TE"GUV K&B2-176*; 76!67&*75`6*.&:&5.O ,*7 (*-4

<(56.6!& aE"YEV K6*2-176*; 76!67&*75 ,*7 6*.&:&5.O 56*2& HGGG O , .&*T4&,: <&:6(7"
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MH

?!&:,;6*; .%&5& .+( ,2.1,- :&.1:* :&2(:75 46&-75 ,* ,!&:,;& :,.& (/ :&.1:* /:()

HGGG .( HGGY (/ (*-4 a"UUV O )&,*6*; .%,. (!&: .%& <,5. EG 4&,:5@ 0CD %,7 /,--&*

86--6(*5 ,*7 86--6(*5 (/ 7(--,:5 /1:.%&: 8&%6*7" $%65 +,5 , ;,:;,*.1,* ;,< $:15.&&5

2(1-7 *&!&: ),3& 1<@ 4&. $:15.&&5 ,*7 (.%&: A&/&*7,*.5 2(*.6*1&7 .( /(:&2,5. ,

["[FV ??C9C /(: /1.1:& 4&,:5"

 \(. (*-4 +,5 0CD *(. &,:*6*; ,*4+%&:& *&,: ["[FV (* ,* (*;(6*;

8,565@ 6. ,2.1,--4 -(5. )(*&4 (* 6*!&5.)&*.5 6* /(1: (/ *6*& 4&,:5 8&.+&&* HGGE ,*7

HGGY@ 6* /6!& (/ .+&-!& 4&,:5 8&.+&&* HGGE ,*7 HGEH@ ,*7 6* 5&!&* (/ 56B.&&* 4&,:5

8&.+&&* HGGE ,*7 HGE]" $%& .,8-&5 8&-(+ 5%(+ .%65^

KENTUCKY RETIREMENT SYSTEMS
NET APPRECIATION/DEPRECIATION IN FAIR VALUE OF INVESTMENTS

(excludes dividends and interest)

Pension Funds Insurance Funds Total

ACTUAL RATE OF 
RETURN
(Note 1)

PERIOD 2000 TO 
DATE

AVERAGE RETURN

6/30/2000 $210,243,000 $31,230,000 $241,473,000 1.82% 1.82%

6/30/2001 ($1,107,218,000) ($71,873,000) ($1,179,091,000) (8.99%) (3.58%)

6/30/2002 ($872,569,000) ($134,227,000) ($1,006,796,000) (8.20%) (5.12%)

6/30/2003 $109,972,000 $6,272,000 $116,244,000 0.97% (3.60%)

6/30/2004 $1,144,662,000 $228,584,000 $1,373,246,000 10.75% (0.73%)

6/30/2005 $723,831,000 $122,127,000 $845,958,000 6.12% 0.41%

6/30/2006 $802,596,000 $188,231,000 $990,827,000 6.78% 1.32%

6/30/2007 $1,507,855,000 $366,809,000 $1,874,664,000 11.78% 2.63%

6/30/2008 ($997,369,000) ($282,385,000) ($1,279,754,000) (7.94%) 1.45%

6/30/2009 ($2,538,597,000) ($656,699,000) ($3,195,296,000) (23.47%) (1.04%)

6/30/2010 $1,283,982,000 $274,316,000 $1,558,298,000 12.66% 0.21%

6/30/2011 $1,658,548,000 $517,042,000 $2,175,590,000 15.92% 1.52%

6/30/2012 ($261,180,000) ($118,700,000) ($379,880,000) (2.70%) 1.19%

6/30/2013 $890,282,000 $232,863,000 $1,123,145,000 7.98% 1.68%

6/30/2014 $1,361,940,000 $445,660,000 $1,807,600,000 11.87% 2.36%

6/30/2015 ($14,831,000) $3,890,000 ($10,941,000) (0.07%) 2.21%

6/30/2016 ($201,845,000) ($51,543,000) ($253,388,000) (1.65%) 1.98%

NET APPRECIATION IN FAIR VALUE OF INVESTMENTS

Note 1: The rate of return is calculated based on the average of the beginning of 
the year and end of the year investment portfolio as reported in the KRS audited 
financial statements for each respective year.
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\=$_^ @1" :/$/ J5"8"#$": 6# $1" &,0%-# *?"56,: CEEE $, B/$" A;"5/7" K"$%5#2 68
.%& 21)1-,.6!& )(!6*; ,!&:,;& (/ .%& ,2.1,- :&.1:*5 /:() .%& 4&,: HGGG /(:+,:7 .(
&,2% :&5<&2.6!& 4&,: &*7"

 9* HGEGTCEGG< @5%8$""8 :5/-/$6&/00( &1/#7": !KL9 6#;"8$-"#$

,--(2,.6(* 84 5&--6*; (!&: WE 86--6(* (/ 76!67&*7T<,46*; ,*7 6*.&:&5.T<,46*;

6*!&5.)&*.5 ,*7 <-,26*; .%(5& <:(2&&75 K,*7 )(:&O 6*.( S&7;& >1*7 D&--&:5 L-,23

L(B&5 ,*7 (.%&: -(+`*( 76!67&*7 `6*.&:&5. <,46*; 6*!&5.)&*.5 !"#"$ 6*!&5.)&*.5

&/$"7,56X": /8 */48,0%$" 5"$%5# /88"$8<2 *06-6$": J/5$#"5816J8<2 *J56;/$" "e%6$(<2 /#:

*5"/0 "8$/$"<2 8,0: $, !KL 4( 4,$1 \":7" M%#: L"00"58 /#: ,$1"5 6#;"8$-"#$ 8"00"58>

KENTUCKY RETIREMENT SYSTEMS
NET INVESTMENT INCOME(LOSS)

(includes dividends and interest)

Pension Funds Insurance Funds Total

ACTUAL RATE OF 
RETURN
(Note 1)

PERIOD 2000 TO 
DATE

AVERAGE RETURN

6/30/2000 $593,417,000 $57,770,000 $651,187,000 4.91% 4.91%

6/30/2001 ($698,557,000) ($40,757,000) ($739,314,000) -5.64% (0.36%)

6/30/2002 ($498,011,000) ($52,478,000) ($550,489,000) -4.48% (1.74%)

6/30/2003 $430,925,000 $28,231,000 $459,156,000 3.82% (0.35%)

6/30/2004 $1,442,874,000 $253,136,000 $1,696,010,000 13.27% 2.38%

6/30/2005 $1,059,095,000 $157,643,000 $1,216,738,000 8.80% 3.45%

6/30/2006 $1,162,395,000 $230,792,000 $1,393,187,000 9.53% 4.32%

6/30/2007 $1,915,774,000 $423,390,000 $2,339,164,000 14.70% 5.61%

6/30/2008 ($579,947,000) ($220,598,000) ($800,545,000) -4.97% 4.44%

6/30/2009 ($2,232,950,000) ($611,310,000) ($2,844,260,000) -20.89% 1.91%

6/30/2010 $1,507,544,000 $310,072,000 $1,817,616,000 14.77% 3.08%

6/30/2011 $1,902,223,000 $561,188,000 $2,463,411,000 18.02% 4.32%

6/30/2012 ($28,527,000) ($55,320,000) ($83,847,000) -0.59% 3.94%

6/30/2013 $1,140,794,000 $313,620,000 $1,454,414,000 10.33% 4.40%

6/30/2014 $1,643,041,000 $527,067,000 $2,170,108,000 14.25% 5.06%

6/30/2015 $204,370,000 $76,418,000 $280,788,000 1.77% 4.85%

6/30/2016 ($75,975,000) ($5,154,000) ($81,129,000) -0.53% 4.53%

NET INVESTMENT INCOME(LOSS)

Note 1: The rate of return is calculated based on the average of the beginning of 
the year and end of the year investment portfolio as reported in the KRS audited 
financial statements for each respective year.
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(/ .%&5& /,2.5@ 5%(1-7 %,!& 2,15&7 $:15.&&5 *(. .( 7&,- +6.% S&7;& >1*7 D&--&:5 ,*7
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4&,:5" 9/ $:15.&&5 %,7 56)<-4 5.,4&7 +6.% .%& &B65.6*; HGGY ,55&. ,--(2,.6(*5@ .%&

>1*75 +(1-7 %,!& &*J(4&7 6*!&5.)&*. :&51-.5 .%,. +(1-7 %,!& -&/. 6. /,: 8&..&:

/1*7&7 .%,* .%&4 ,:& *(+@ ,* (<<(:.1*6.4 /(: ;,6*5 ,*7 6*2()& .%,. 65 *(+ -(5. 71&

.( 6)<:17&*. 6*!&5.)&*.5"
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(+* (: (/ .%& &*.6.6&5 .%:(1;% +%62% .%&4 (<&:,.&7@ ,*7 +%( %,7 8&&* 51&7 /(:
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,7!65(:8 .1, 0": @5%8$""8 $, 4"06";" $1/$ $1"8" *W0/&' W,V"82 &,%0: -/'" %J /(:

<,5. 6*!&5.)&*. -(55&5 ,*7 %&-< (!&:2()& .%& 1*7&:/1*76*; (/ .%& 0CD P&*56(*
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9*!&5.)&*. ?7!65(:5 O $:15.&&5 :&23-&55-4 ;,)8-&7 81. 6. +,5 0CD@ 6.5 P-,*5 ,*7
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6*!&5.)&*. :&.1:*5 ,*7 1-.6),.&-4 -(5. )6--6(*5 (/ 7(--,:5 6* HGEFTHGE]m.%& !&:4

0,88"8 $1" *1":7"82 .6$1 $1"65 8%JJ,8": *5":%&": ;,0/$606$(2 /#: *8/="

:6;"586=6&/$6,#2 .,%0: 8%JJ,5&7-4 <:(.&2. ,;,6*5." ?22(:76*; .( .%& 6*!&5.6;,.6!&

:&<(:. 6551&7 84 '(*51-.6*; N:(1J ?MQ )*?MQ23 6# CEGH< */ 5,%710( GEc /00,&/$6,#
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:&51-. 6* 6)<:(!&7 <&:/(:),*2& ,*7 -(+&: /&&5 7,6#7 =,5./5:>2 ?MQ 5"J,5$": $1/$

*/88"$ /00,&/$6,#<2 6#&0%:6#7 $168 GEc /00,&/$6,# $, $1" *1":7" =%#:82 )/#: /# DTEGV

/00,&/$6,# $, K"/0 K"$%5# /88"$83 *1/8 4""# $1" J56),:4 7&.:,2.(: (/ :&-,.6!& 0CD

J"5=,5-/#&">2

 0:,!65 ,*7 C(8&:.5@ 6* ,776.6(* .( .%&6: (+* <&:5(*,- 6*!(-!&)&*. 6*

.%& 00C 8156*&55@ 6* -,+ ,*7 6* /,2. 2(*.:(--&7 ,-- (<&:,.6(*5 (/ 00C@ 00C`P:65),

K,/.&: 6.5 ,2Z1656.6(* 6* HGEHO@ ,*7 00C`P:65),`P??g'= ,. :&-&!,*. .6)&5" ?5 .%&

:&5<(*568-& 2(:<(:,.& (//62&:5@ .%&4 %,7 , 71.4 .( <:(<&:-4 .:,6* ,-- (//62&:5 ,*7

&)<-(4&&5 +%( ,2. ,5 .%&6: ,;&*.5 ,*7 5&:!,*.5 6* .%& 71.6&5 (/ ;((7 /,6.%@ 2,:&@

-(4,-.4@ ,85&*2& (/ 5&-/T7&,-6*;@ 2()<-6,*2& +6.% ,<<-62,8-& <18-62 <&*56(* -,+5,*7

.:15. -,+5 6* 5.,.&5 +%&:& .%&4 ;( .( 5&-- 86--6(*5 (/ 7(--,:5 6* %&7;& /1*7 <:(712.5@

+6.% &B.&:*,- 2(7&5 (/ 2(*712. ,*7 2,:& K512% ,5 .%& '>?O ,*7 6*.&:*,- 2(7&5 (/

2(*712. ,*7 2,:&@ ,*7 +6.% /67126,:4 71.6&5 (+&7 84@ :&5<&2.6!&-4@ 00C@

00C`P:65), ,*7 00C`P:65),`P??g'= (//62&:5@ ,;&*.5 ,*7 &)<-(4&&5@ +%&*

5&--6*; (: 2(*.6*16*; .( %(-7 <:(712.5 ,*7 5&:!62&5" L-,235.(*& ,*7 00C %,!& ,

*+,:" ,= W%86#"88 +,#:%&$ /#: U$16&82 )W0/&'8$,#"3 /#: / *+,:" ,= U$16&82 )!!K3@

+%62% ,-- (/ 6.5 &)<-(4&&5 )15. ,7%&:& .( (* <,6* (/ 765)655,-@ +%62% +&:&

<&:5(*,--4 ,<<:(!&7 84 0:,!65@ C(8&:.5 ,*7 D2%+,:I),* ,*7 /(: +%62% .%&4 ,:&

:&5<(*568-& /(: (!&:5&&6*;" >1:.%&:@ 0:,!65 ,*7 C(8&:.5 %,!& , 71.4 .( 51<&:!65& ,--

(//62&:5@ ,;&*.5 ,*7 &)<-(4&&5 ,*7 6* .%& &B&:265& (/ .%&6: /67126,:4 71.6&5 .( 0CD@
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7&,-6*;@ , 71.4 2(*565.&*. +6.% .%& >0(#30(E 2(:<(:,.& -,+ 71.6&5 .( &B&:265&

,<<:(<:6,.& ,..&*.6(* ,*7 )(*6.,5 8%4,5:6#/$"89 4"1/;6,5< *6#&0%:6#7 $1"

&,-J06/#&" .6$1 /JJ06&/40" 8$/$%$"8 /#: 5"7%0/$6,#8<2 4%$ 1"5" #(. -6)6.&7 (:

26:21)52:68&7 84 ,*4 8156*&55 J17;)&*. :1-& 7&/&*5&" $%65 .%&4 /,6-&7 .( 7( +%&*

7&,-6*; +6.% 0CD@ .( .%& 7,),;& (/ .%& '())(*+&,-.%@ 0CD ,*7 0&*.1234

.,B<,4&:5"

 D2%+,:I),*@ 6* ,776.6(* .( %65 (+* <&:5(*,- 6*!(-!&)&*. 6* .%&

L-,235.(*& 8156*&55@ 6* -,+ ,*7 6* /,2. 2(*.:(--&7 ,-- (<&:,.6(*5 (/ L-,235.(*& ,.

:&-&!,*. .6)&5" ?5 .%& :&5<(*568-& 2(:<(:,.& (//62&:@ %& %,5 , 71.4 .( <:(<&:-4 .:,6*

,-- (//62&:5 ,*7 &)<-(4&&5 +%( ,2. ,5 6.5 ,;&*.5 ,*7 5&:!,*.5 6* .%& 71.6&5 (/ ;((7

/,6.%@ 2,:&@ -(4,-.4@ ,85&*2& (/ 5&-/T7&,-6*;@ 2()<-6,*2& +6.% ,<<-62,8-& &B.&:*,-

2(7&5 (/ 2(*712. ,*7 2,:& K512% ,5 .%& '>?O ,*7 6*.&:*,- 2(7&5 (/ 2(*712. ,*7 2,:&@

,*7 /67126,:4 71.6&5 (+&7 84 L-,235.(*& (//62&:5@ ,;&*.5 ,*7 &)<-(4&&5@ +%&*

5&--6*; (: 2(*.6*16*; .( %(-7 <:(712.5 ,*7 5&:!62&5" >1:.%&:@ D2%+,:I),* %,5 ,

71.4 .( 51<&:!65& ,-- (//62&:5@ ,;&*.5 ,*7 &)<-(4&&5 ,*7 6* .%& &B&:265& (/ .%&6:

/67126,:4 71.6&5 .( 0CD@ ,*7 .%&6: 71.6&5 (/ ;((7 /,6.%@ 2,:&@ -(4,-.4@ 2(7&

2()<-6,*2&@ ,*7 .%& ,85&*2& (/ 5&-/T7&,-6*;@ , 71.4 2(*565.&*. +6.% .%& >0(#30(E

&,5J,5/$" 0/. :%$6"8 $, "V"5&68" /JJ5,J56/$" /$$"#$6,# /#: -,#6$,5 8%4,5:6#/$"89

4"1/;6,5< *6#&0%:6#7 $1" &,-J06/#&" .6$1 /JJ06&/40" 8$/$%$"8 /#: 5"7%0/$6,#8<2 4%$

%&:& *(. -6)6.&7 (: 26:21)52:68&7 84 ,*4 8156*&55 J17;)&*. :1-& 7&/&*5&" $%65 %&

/,6-&7 .( 7( +%&* 7&,-6*; +6.% 0CD@ .( .%& 7,),;& (/ .%& '())(*+&,-.%@ 0CD ,*7

0&*.1234 .,B<,4&:5"
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 L12%,*@ 6* ,776.6(* .( %&: (+* <&:5(*,- 6*!(-!&)&*. 6* .%& P??g'=

8156*&55@ 6* -,+ ,*7 6* /,2. 2(*.:(--&7 ,-- (<&:,.6(*5 (/ P??g'= ,. :&-&!,*. .6)&5"

?5 .%& :&5<(*568-& 2(:<(:,.& (//62&:@ 5%& %,7 , 71.4 .( <:(<&:-4 .:,6* ,-- (//62&:5 ,*7

&)<-(4&&5 +%( ,2.&7 ,5 6.5 ,;&*.5 ,*7 5&:!,*.5 6* .%& 71.6&5 (/ ;((7 /,6.%@ 2,:&@

-(4,-.4@ ,85&*2& (/ 5&-/T7&,-6*;@ 2()<-6,*2& +6.% ,<<-62,8-& &B.&:*,- 2(7&5 (/2(*712.

,*7 2,:& K512% ,5 .%& '>?O ,*7 6*.&:*,- 2(7&5 (/ 2(*712. ,*7 2,:&@ ,*7 /67126,:4

71.6&5 (+&7 84 P??g'= (//62&:5@ ,;&*.5 ,*7 &)<-(4&&5@ +%&* 5&--6*; (: 2(*.6*16*;

.( %(-7 <:(712.5 ,*7 5&:!62&5" >1:.%&:@ L12%,* %,7 , 71.4 .( 51<&:!65& ,-- (//62&:5@

,;&*.5 ,*7 &)<-(4&&5 ,*7 6* .%& &B&:265& (/ .%&6: /67126,:4 71.6&5 .( 0CD@ ,*7 .%&6:

71.6&5 (/ ;((7 /,6.%@ 2,:&@ -(4,-.4@ 2(7& 2()<-6,*2&@ ,*7 .%& ,85&*2& (/ 5&-/T7&,-6*;"

$%65 5%& /,6-&7 .( 7( +%&* 7&,-6*; +6.% 0CD@ .( .%& 7,),;& (/ .%& '())(*+&,-.%@

0CD ,*7 0&*.1234 .,B<,4&:5"

 The Hidden/Excessive Fees 

 9* ,776.6(* .( 8&6*; 1*516.,8-& 6*!&5.)&*.5@ .%& <1:2%,5& ,*7 %(-76*;

(/ W0/&' W,V ;"16&0"8 ;6,0/$": @5%8$""89 :%$6"8 $, /:-6#68$"5 $1" ?"#86,#g@5%8$

M%#:8 6# $1" 5"$65"-"#$ 8(8$"- 6# /# *"==6&6"#$ /*7 2(5.T&//&2.6!& ),**&: /(: .%&

$/VJ/("58 ,= $1" +,--,#."/0$1 ,= !"#$%&'(2 /#: $, ,J"5/$" !KL 4( 6#&%556#7 ,#0(

*5"/8,#/40" "VJ"#8"8>2 @1"8" 8J"&%0/$6;" 1":7" =%#: ;"16&0"8 &,#$/6#": :,%40" =""8<

),*4 (/ +%62% +&:& %677&* ,*7 6)<(5568-& .( )&,51:& ,221:,.&-4" $%& S&7;& >1*7

D&--&:5 +&:& ,-:&,74 2%,:;6*; !&:4 %6;% ,*7 &B2&556!& /&&5 .( (!&:5&& ,*7 ),*,;&

.%& /1*75 (/ %&7;& /1*75 .%&4 5(-7 .( 0CD@ (* .(< (/ 56)6-,:-4 %6;%`&B2&556!& /&&5

8&6*; 2%,:;&7 84 &,2% (/ .%& %&7;& /1*75 6* +%62% .%& A,*6&- L((*&@ S&*:4 '-,4

,*7 '(-(*&-5 /1*7 )(*6&5 +&:& <-,2&7"
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 P:65),@ L-,235.(*&@ P??g'= ,*7 -,.&: 00C`P:65), 2%,:;&7 ,**1,-

*-/#/7"-"#$ =""82 ,= /8(1. EV (/ .%& !,-1& (/ .%& L-,23 L(B /1*75 .%&4 5(-7 ,*7

.%&* (!&:5,+ ,*7 ),*,;&7@ :&;,:7-&55 (/ %(+ .%& /1*75 <&:/(:)&7" $%&4 ,-5( .((3

/# *6#&"#$6;" =""2 ,= GETHGV (/ ,*4 <:(/6.5" $%&:& +&:& -,:;&: %677&* /&&5 6* .%&

1*7&:-46*; L-,23 L(B&5" ?22(:76*; .( , 5(1:2& +%( %,5 5&&* *(*T<18-62 0CD

7(21)&*.5@ .%& ),*,;&:5 (/ 6.5 518T/1*75 2%,:;&7 E"FTH"GV (/ ,55&.5 1*7&:

),*,;&)&*.@ :&;,:7-&55 (/ <&:/(:),*2& <-15 HGV (/ ,-- <:(/6.5" ? /(:)&: 0CD

.:15.&& +%( +,5 (* .%& L(,:7 71:6*; .%& :&-&!,*. <&:6(7 2,-21-,.&7 .%,. 6* (*& .+(T

("/5 J"56,:< !KL J/6: W0/&'8$,#"98 8%4T),*,;&:5 ,8(1. WUG"F )6--6(* 6* /&&5R 8,5&7

(* .%&* 56)6-,: /&& 5.:12.1:&5@ 00C`P:65), ;(. ,8(1. WQM"Y )6--6(* 6* /&&5 ,*7

P??g'= :&2&6!&7 WQQ )6--6(* 6* /&&5 6* J15. .+( 4&,:5" 0CD <,67 (!&: WEFG )6--6(*

6* /&&5 6* 2(**&2.6(* +6.% .%& S&*:4 '-,4@ A,*6&- L((*& ,*7 '(-(*&-5 /1*75 71:6*;

(*& H[T)(*.% 5<,*"
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.%& P>g :&<(:.@ .%& 0CD 6*.&:*,- :&2(:75 (* /&&5 <,67 .( 6*!&5.)&*. ),*,;&:5 ,:&

&,#$5/:6&$,5( /#: 6# :68/75""-"#$< /#: $1" !KL 5"&,5:8 *:, #,$ 6#&0%:" /#(

J"5=,5-/#&" 4/8": =""8 ,5 ,$1"5 16::"# &,8$8>2 @16"-&* K0CD /(:)&: _AO %,5

,7)6..&7 %& 767 *(. 3*(+ %(+ )12% )(*&4 +,5 <,67 (1. 6* /&&5 .( .%& 1*7&:-46*;

/1*75" $%,. 6*/(:),.6(*@ %& 8/6: ./8 *J5,J56"$/5(2 /#: ";"# '"J$ =5,- 16-> P# =/&$<

/#: :"8J6$" $1" !"#$%&'( ?"#86,# ^/.98 -/#:/$" $, $1" &,#$5/5(< ?":"# .%&T.%&*

+PF< 8/6: *$1" /7"#&( ,#0( &/5"8 /4,%$ $1" #"$ 5"$%5# ,# 6#;"8$-"#$ O ,/.&: /&&5 ,:&
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J0%#7" $1"( $,,' 6#$, W0/&' W,V"8> !KL /#: !"#$%&'(98 $/VJ/("58 1/;" J/67 /(:

@5%8$""89 .600=%0 #"70"&$ ,= $1"65 &0"/5 :%$( $, /;,6: %#5"/8,#/40" "VJ"#8"8 /#: $,

),*,;& .%& >1*75 6* , 2(5.T&//626&*. ),**&:"

 A8 $, $1"8" =""8< / =,5-"5 !KL @5%8$"" 1/8 8$/$":Y *$%&5& /1*75 &/#9$

;&. .%&) /:() ,*4+%&:& 8&567&5 <18-62 <&*56(* <-,*5" '(:<(:,.& <-,*5 ,:& .((

5),:. .( <,4 .%&5& (1.:,;&(15 /&&5" $%& (*-4 5.1<67 <&(<-& ,:& .%& .,B<,4&:5 (/

0&*.1234 /(: -&..6*; .%&5& <&(<-& ;&. ,+,4 +6.% .%65>2

 A 5"J,5$ 4( +UQ W"#&1-/5'6#7< P#&> )*+UQ23 )/ 70,4/0 4"#&1-/5'6#7

/6:) 5<&26,-6I6*; 6* 2(5. ,*7 <&:/(:),*2& (/ 6*!&5.)&*. ,*7 ,7)6*65.:,.6(*O /(1*7

.%& 0&*.1234 C&.6:&)&*. D45.&)5 ,**1,- 6*!&5.)&*. &B<&*5&5 6* HGEU +&:&

,2.1,--4 )(:& .%,* EGG <&:2&*. %6;%&: .%,* +%,. .%& 545.&) :&<(:.&7^ WEH]"]

)6--6(* 6*5.&,7 (/ .%& W]H"U )6--6(* $:15.&&5 :&<(:.&7" $%65 *1)8&: +6-- 8& )12%

%6;%&: +%&* .%& .:1& -&!&- (/ /&&5 <,67 6* 2(**&2.6(* +6.% L-,23 L(B /1*75 (/ %&7;&

/1*75 65 3*(+*" ?22(:76*; .( , /(:)&: 0CD .:15.&&^

KRS has squandered pension holders9 money by paying high fees for riskier 
investments with lower returns than unmanaged stock market index funds. He said 
his reading of the CEM report is that KRS9 investment underperformance of the last 
five years comes to about $1.5 billion, a third of which stems from hidden fees. 

 The True Risks and Nature of the Black Boxes 
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/6-6*;5 +6.% ;(!&:*)&*. ,;&*26&5 .%,. 7652-(5& .%& *,.1:& ,*7 :6535 (/ .%& <:(712.5

.%&4 5&--"

 $%& Z1(.&5 8&-(+ /:() 00C`P:65), ,:& .,3&* /:() /6-6*;5 56;*&7 84

0:,!65 ,*7 C(8&:.5" 00C`P:65), +,:*&7^

Hedge funds, including those in which our fund of funds are invested and the hedge 
funds we offer to fund investors may make investments or hold trading positions in 
markets that are volatile and which may become illiquid. Timely divestiture ... can 
be impaired by decreased trading volume, increased price volatility, concentrated 
trading positions, limitations on the ability to transfer positions in highly 
specialized or structured transactions to which they may be a party. It may be 
impossible or costly for hedge funds to liquidate positions rapidly ... 

Moreover, these risks may be exacerbated for fund of funds such as those we 
manage. 

 *** 
Investments by one or more hedge funds ... are subject to numerous additional risks 
including the following: 

! ... there are few limitations on the execution of investment 
strategies of a hedge fund or fund of funds ... 

! Hedge funds may engage in short selling, which is subject to 
theoretically unlimited loss ... 

! We may enter into credit default swaps (or CDS) as investments 
or hedges. CDS involve greater risks ... 

*** 

Valuation methodologies for certain assets in our funds ... can be subjective and the 
fair value of assets established to such methodologies may never be realized, which 
could result in significant losses for our funds ... 

There are no readily ascertainable market prices for a substantial majority of illiquid 
investments for our investment vehicles ... 

 *** 

Risk of Loss. Investing in securities involves risk of loss that investors in KKR 
Prisma Funds and Accounts should be prepared to bear. There can be no assurance 
that the investment objectives of a KKR Prisma Fund or Account, including risk 
monitoring and diversification goals, will be achieved, and results may vary 
substantially over time. 

... Investments made by KKR Prisma Funds and Accounts may involve a high 
degree of business and financial risk that can result in substantial loss. 
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9* ,-- 6. .((3 00C`P:65), (!&: EF <,;&5 (/ 56*;-& 5<,2&7 .4<&7 .( 7&52:68& .%& .:1&

*,.1:& (/@ ,*7 :6535 ,55(26,.&7 +6.%@ 6.5 L-,23 L(B /1*7 (/ /1*7 !&%62-&5"

 $%& Z1(.&5 8&-(+ /:() L-,235.(*& ,:& .,3&* /:() /6-6*;5 84

L-,235.(*&" L-,235.(*& +,:*&7^

Valuation methodologies for certain assets in our funds can be subject to significant 
subjectivity and the fair value of assets established ... which could result in 
significant losses for our funds. 

There are often no readily ascertainable market prices for illiquid investments ... 

Because there is significant uncertainty in the valuation of, or in the stability of the 
value of illiquid investments, the fair values of such investments as reflected in an 
investment fund9s net asset value do not necessarily reflect the prices that would 
actually be obtained by us on behalf of the investment fund when such investments 
are realized. 

Many of the hedge funds in which our funds of hedge funds [invest] ... may choose 
to use leverage as part of their respective investment programs. The use of leverage 
poses a significant degree of risk and enhances the possibility of a significant loss 
in the value of the investment portfolio. 

*** 

Investments by our funds of hedge funds in other hedge funds, ... are subject to 
numerous additional risks, including the following: 

! Certain of the funds are newly established funds without any 
operating history or are managed by management companies or 
general partners who may not have as significant track records as 
an independent manager. 

! Hedge funds may engage in short selling, which is subject to the 
theoretically unlimited risk of loss ... 

! Hedge fund investments are subject to risks relating to 
investments in commodities, futures, options and other 
derivatives, the prices of which are highly volatile and may be 
subject to theoretically unlimited risk of loss in certain 
circumstances ... 

! Hedge funds are subject to risks due to potential illiquidity of 
assets. 

! Moreover, these risks may be exacerbated for our funds of hedge 
funds. 
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,85(-1.&-4 1*516.,8-& 6*!&5.)&*.5 /(: , <&*56(* /1*7 6* .%& <,:.621-,: 56.1,.6(*

0CD +,5 6*@ ,*7 !6(-,.&7 .%& ,<<-62,8-& -,+5@ 2(7&5 ,*7 5.,*7,:75" $%& .:1& *,.1:&
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%#:"58$,,:<2 0/#7%/7&@ ,*7 .%65 /,6-1:& (/ 7652-(51:& .( 0CD )&)8&:5 ,*7

8&*&/626,:6&5 ,*7 .%& '())(*+&,-.%@ +,5 3*(+* .( .%& (.%&: A&/&*7,*.5 8&2,15&

$1"( 5"&"6;": /#: 5";6".": !KL9 A##%/0 C&<(:.5"

 _!&* .%(1;% .%&4 +&:& 1*7&: , 71.4 .( <:(!67& ,221:,.&@ .:1.%/1-

6#=,5-/$6,# 5"7/5:6#7 $1" !KL ?0/#89 =6#/#&6/0 /#: /&$%/56/0 &,#:6$6,# 6# $1"

?**1/0 K"J,5$8 6# / -/##"5 $1/$ ./8 *"/860( %#:"58$,,: 4( $1" -"-4"58< 5"$65":
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$:15.&&5 ,*7`(: =//62&:5@ .%& 9*!&5.)&*. ,*7 ?2.1,:6,- ?7!65(:5@ ,*7 .%& S&7;&

>1*7 D&--&:5 +,5 7&&< +6.%6* .%& EMGa <,;& -(*; :&<(:.5" $%,. 6*/(:),.6(* +,5

$1/$ $1" *A48,0%$" K"$%5#2 *6#;"8$-"#$82 1/: *"V&"00"#$ J,$"#$6/0 $, 7"#"5/$"

6#&,-"2 /#: *-/(2 1/;" / *1671"5 :"75"" ,= 568'>2 *)/(2 68 #,$ *:,>2 *Q/(2 68 /

5.,.&)&*. (/ .%& (8!6(15 ,*7 , %6;%-4 )65-&,76*; (*& ;6!&* .%& ,22()<,*46*; /,-5&

/88%5/#&"8 $1/$ $1"8" *6#;"8$-"#$82 J5,;6:": *8/="$( /#: 0"88 ;,0/$606$(<2 *6#&5"/8":

:6;"586=6&/$6,#<2 1/: *"V&"00"#$ J,$"#$6/0 =,5 6#&5"/8": 6#&,-"<2 /#: $1/$ $1"( .,%0:

*1"0J 7"$ !KL $,2 ,5 "#/40" 6$ *$, "V&"":2 6$8 H>HTc AAKPK O /00 J/5$ ,= @5%8$""89

&,#$6#%": */:1"5"#&" $, 1671 8$/#:/5:8>2 P# $5%$1< $1"8" W0/&' W,V"8 +&:&

8"&5"$6;"< ,J/e%"< 6006e%6: ;"16&0"8< $,V6& *6#;"8$-"#$82 .%,. 2,::6&7 &B2&556!& ,*7

%677&* /&&5@ +&:& 6)<(5568-& .( ,221:,.&-4 )(*6.(: (: !,-1&@ %,7 *( <:6(: .:,23

:&2(:7 (/ <&:/(:),*2& ,*7 2,::6&7 , !&:4 %6;% ,*7 1*,22&<.,8-4 -,:;& :653 (/ -(55&5"

 10$0&1'&+/3 $')/0 '&1:%/)0'1%&7 /+'+0:0&+/ '&1
&%)..0&)-;%. < )-2 #8(0.;),!#-. < ,# /&.:%:8%&. )-2
/%-,0;/1 ,)D4)1%&.

 ?5 :&Z16:&7 84 .%& 0&*.1234 P&*56(* c,+@ &!&:4 4&,: .%& .:15.&&5

<18-65%&7 , '()<:&%&*56!& ?**1,- C&<(:. /(: 0CD )&)8&:5@ ;(!&:*)&*. (//626,-5

,*7 .,B<,4&:5" 9. 65 .%& <:6),:4 )&,*5 (/ 2())1*62,.6(* 84 .%& .:15.&&5 .( 0CD

)&)8&:5 ,*7 .%& '())(*+&,-.% ,*7 0&*.1234 .,B<,4&:5" 9. +,5 :&Z16:&7 .( 8& 6*

*"/860( %#:"58$,,: 0/#7%/7"2 $, /00,. !KL -"-4"58 /#: 4"#"=6&6/56"8< 7,;"5#-"#$

(//626,-5 ,*7 .,B<,4&:5 .( 8& 6*/(:)&7 ,5 .( .%& .:1& /6*,*26,- ,*7 ,2.1,:6,-

2(*76.6(* (/ .%& 0CD >1*75 ,*7 .%& 5.&+,:75%6< (/ .%& .:15.&&5"

 $%& <(-62&@ 2-&:35 ,*7 5(26,- +(:3&:5@ .%& /6:&/6;%.&:5@ 5%&:6//5 ,*7 .%&
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(: ,2.1,:6&5 (: -,+4&:5 +6.% /67126,:4 ,*7 .:15. &B<&:.65&" $%&4 ,:& *(. :&Z16:&7 .(

8& <:6!,.& 6*!&5.6;,.(:5@ 5&,:2%6*; .%:(1;% EMGT<,;&T-(*;@ .+(T<(1*7 ?**1,-

C&<(:.5 .( /&::&. (1. 6/ $:15.&&5@ +%( ,:& 51<<(5&7 .( 8& -((36*; ,/.&: .%&)@ ,:&

.&--6*; .%&) .%& .:1.% ,5 .%& 0&*.1234 P&*56(* c,+ :&Z16:&5 .%&) .( 7(" $%&

?**1,- C&<(:.5 <18-65%&7 84 .%& .:15.&&5 71:6*; .%& :&-&!,*. .6)& <&:6(7 767 *(.

76;" / $5%"< /&&%5/$" ,5 *=/65 J5"8"#$/$6,#2 ,= $1" /&$%/0 =6#/#&6/0 /#: /&$%/56/0

&,#:6$6,# ,= $1" !KL ?0/#8 6# *"/860( %#:"58$/#:/40"2 0/#7%/7"> P#8$"/:< ,;"5 $1"

<,5. 5&!&:,- 4&,:5 .%& A&/&*7,*.5 %,!& +(:3&7 .(;&.%&: ,5 <,:. (/ .%&6: 2(*2&:.&7

2())(* 2(1:5& (/ 2(*712. ,*7 &*.&:<:65& .( ),3& (: <&:)6. .( 8& ),7&@ /,-5&

5.,.&)&*.5@ :&,551:,*2&5 ,*7 (8/152,.6(*5 .( 0CD )&)8&:5 ,*7 8&*&/626,:6&5 ,*7

.%& '())(*+&,-.% ,*7 0&*.1234 .,B<,4&:5"

 $:15.&&5 <:()65&7 .%,. .%& 0CD ?**1,- C&<(:.5 +(1-7^

Provide complete and reliable information ... as a means of determining compliance 
with statutory provisions, and as a means of determining responsible stewardship 
of KRS funds. 

 $%& 0CD d&856.& 4&,: ,/.&: 4&,: :&<:&5&*.&7^

The Board of Trustees is charged with the responsibility of investing the Systems 
assets ... the Board follows a policy of thoughtfully growing our asset base while 
protecting against undue risk and losses in any particular investment area. The 
Board recognizes its fiduciary duty not only to invest the funds in compliance with 
the Prudent Person Rule, but also to manage the funds in continued recognition of 
the basic long-term nature of the Systems. In carrying out their fiduciary duties the 
Trustees have set forth clearly defined investment policies, objectives and strategies 
for the pension and insurance portfolios. 

 $%& 0CD ?**1,- C&<(:.5 2(*5.,*.-4 :&,551:&7 0CD 8&*&/626,:6&5 ,*7

.%& '())(*+&,-.% ,*7 0&*.1234 .,B<,4&:5 %(+ .%& .:15.&&5 2,:&/1--4 5,/&;1,:7&7

,*7 6*!&5.&7 .%& 0CD ,55&.5^

The Board of Trustees of the Kentucky Retirement Systems has a statutory 
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obligation to invest KRS9 funds in accordance with the *prudent person rule.2 The 
prudent person rule states that fiduciaries shall discharge their investment duties 
with the same degree of diligence, care and skill that a prudent person would 
ordinarily exercise under similar circumstances in a comparable position. 

The Board has interpreted this to mean that the assets of the systems should be 
actively managed O that is, investment decisions regarding the particular securities 
to be purchased or sold shall be the result of the conscious exercise of discretion. 
The Board has further recognized that proper diversification of assets must be 
maintained. It is through these policies that KRS has been able to provide significant 
returns over the long-term while minimizing investment related expenses. 

 >(: 5&!&* 5.:,6;%. 4&,:5@ /:() HGEG .( HGE]@ 6* !,:6(15 ,*7 )1-.6<-&

2())1*62,.6(*5 .( 0CD )&)8&:5 ,*7 .%& '())(*+&,-.% ,*7 0&*.1234 .,B<,4&:5@

$:15.&&5 2:&,.&7 , )(5,62 (/ /,-5& ,*7 )65-&,76*; 5.,.&)&*.5 ,*7 :&,551:,*2&5 .%,.

+&:& 6*.&*7&7 .( ,*7 767 ;6!& , /,-5& 5&*5& (/ 5&21:6.4 ,5 .( .%& >1*75 ,*7 .%&

Z1,-6.4 (/ .%&6: 5.&+,:75%6<" $:15.&&5 )65:&<:&5&*.&7 .%,.@ 6* <&:/(:)6*; .%&6:

=6:%&6/5( :%$6"8< $1" W,/5: *=,00,.8 / J,06&( ,= J5"8"5;6#7 &/J6$/0<2 4( *J5,$"&$6#7

,;,6*5. 1*71& -(55&5 6* ,*4 <,:.621-,: 6#;"8$-"#$ /5"/2 *4( -"/#8 ,= &0"/50(

:"=6#": 6#;"8$-"#$ J,06&6"8>2 @5%8$""8 &,#868$"#$0( -685"J5"8"#$": $1"65 6#;"8$-"#$

<:(2":%5"8 /#: J5/&$6&"8 .1"# $1"( 8$/$": )63 *$1" W,/5: =,00,.8 / J,06&( ,=

.%(1;%./1--4 ;:(+6*; (1: ,55&. 8,5& +%6-& <:(.&2.6*; ,;,6*5. 1*71& :653 ,*7 -(55&5

6# /#( J/5$6&%0/5 6#;"8$-"#$82N $1" *J,5$=,06,8 /5" :6;"586=6": ,# 8";"5/0 0";"08 >>>

.%:(1;% .%& 15& (/ )1-.6<-& ,55&. 2-,55&5j.%,.k :&<:&5&*. ,* &//626&*. ,--(2,.6(* .(

/&16";" ,;"5/00 5"$%5# /#: 568' &1/5/&$"568$6&82N )6663 *J,5./(-6(5 +6.%6* &,2% (/ .%&

/88"$ &0/88"8 /5" :6;"586=6": $15,%71 6#;"8$-"#$ 8$5/$"76"82N /#: )6;3 .6$1 *#".

,--(2,.6(*5 .( .%& """ ,85(-1.& :&.1:* 8123&.5 O ;(6*; /(:+,:7 .%& <(:./(-6( 65 )(:&

76!&:56/6&7 .%,* ";"5>2

 +,#$5/5( $, /88%5/#&"8 $1/$ $1" */48,0%$" 5"$%5#2 /88"$8 /#: 8$5/$"76"8
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+(1-7 <:(!67& 5,/& 76!&:56/62,.6(* ,*7 :&712&7 :653 ,*7 !(-,.6-6.4@ .%& /1*75 (/

%&7;& /1*75 767 *(. 5,/&-4 6*2:&,5& 76!&:56/62,.6(* 81. :,.%&: +&:& , :&23-&55 8-6*7

8&." $%& .%:&& WUGGT<-15 )6--6(* <-1*;&5 6*.( .%& L-,23 L(B /1*75 (/ %&7;& /1*75

+&:& .%& .%:&& -,:;&5. 56*;-& 6*!&5.)&*.5 6* .%& %65.(:4 (/ 0CD" $%&5& +&:& (!&:T

2(*2&*.:,.&7 <-1*;&5 6*.( &55&*.6,--4 67&*.62,- !&%62-&5 +6.% *( .:,23 :&2(:7 ,*7

.%&:&/(:& *( +,4 .( /(:&2,5. :&-6,8-4 ,*4 /1.1:& <&:/(:),*2&" >(: /67126,:4 6*!&5.(:5

.( <1. WUGG )6--6(*@ -&. ,-(*& WE"F 86--6(*@ ,-- ,. (*& .6)& 6*.( ,* 1*3*(+*

6*!&5.)&*. !&%62-& +6.% *( .:,23 :&2(:7 65 &B.:&)&-4 :&23-&55" >67126,:4 6*!&5.(:5

.&5. (1. 5.:,.&;6&5m.%&4 7( *(. <-1*;& 6*.( .%& 7&&< &*7 +6.% , 8-6*7/(-7 (*" 9*

.(.,-@ .%& WE"H 86--6(* <-1*;& K-,.&: WE"F 86--6(*O +,5 .%& -,:;&5. (*&T.6)& 6*!&5.)&*.

6* , 56*;-& ,55&. 2-,55 6* .%& %65$,5( ,= $1" !KL M%#:8> W( &,-J/568,#< !KL9 0/57"8$

6*76!671,- 7()&5.62 &Z16.4 6*!&5.)&*.5 +&:& 6* .%& WFGTW[F )6--6(* :,*;& ,*7 6*

6*.&:*,.6(*,- &Z16.4 .%& -,:;&5. 6*!&5.)&*. +,5 6* .%& WHUTWQF )6--6(* :,*;&" _!&*

6* .%& 5,/& /6B&7T6*2()& ,:&,@ .%& -,:;&5. 0CD 6*!&5.)&*. +,5 ,8(1. WE[FTWHHF

)6--6(*"

 ?5 $:15.&&5 +&:& 5&,:2%6*; .( /6*7 , +,4 .( Z1623-4 8((5. 6*!&5.)&*.

:&.1:*5 6* HGGYTHGEG@ +%,. +,5 <1. 6* 0CD ?**1,- C&<(:. /(: HGEG ,8(1. 6.5

6#$"5#/0 */88"$g06/4606$(2 8$%:( ./8 ,4=%8&/$6,# /$ 4"8$< :"064"5/$& 7&2&<.6(* ,.

+(:5.^

Toward the end of the fiscal year, the Board made an important decision to 
commission RVK to conduct asset-liability studies for the KRS, CERS, and SPRS 
pension and insurance plans. The studies ... were done because the severe market 
downturn in 2008 into early 2009 significantly lowered the funded ratio across all 
investment plans it became evident to the Board that it was necessary to better align 
the asset allocation decisions of the plans with the future and growing 
corresponding liabilities. 
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 *** 
The studies revealed several plans, the KRS Non-Hazardous Pension Plan, face the 
possibility of converting to a pay-as-you-go model. Using *what if9 scenarios, 
analysis shows that under very weak investment market conditions coupled with 
the consistent underfunding of the pension contributions over the next 10 years, the 
pension fund could deplete its assets in an attempt to meet escalating benefit 
payments. The asset-liability study assisted the Board with deciding on the most 
effective asset allocation strategies for each pension and insurance plan under its 
purview in order to lower risk, control the level of illiquidity in the portfolios, and 
generate a return expected to exceed the actuarially assumed rate of return of 7.75% 
... As of 2010 - 2011 ... the Board has been transitioning to the new ... asset 
allocations O in a prudent manner. 

 *** 
We expect the Board9s continued high standard of care for these assets and 
commitment to diversification to allow the System to meet its long-term goals and 
objectives. 

 9* ?1;15. HGEE@ J15. ,/.&: $:15.&&5 +&:& <&:51,7&7 .( <1. .%& /6:5.

WE"H 86--6(* 6* .%& L-,23 L(B&5@ $"b" ',:-5(* K.%& '9= (/ 0CDO 5.,.&7^

The new allocation is part of the system9s new absolute-return asset class b the 
main reason (for the new absolute-return strategy) is to reduce volatility in the 
portfolio overall ... [and] to get our expected rate of return of 7.75%. Absolute return 
helps us maintain our expectations but lowers our risks. 

 Kd!98 0"$$"5 $, !KL )&)8&:5 ,*7 .%& '())(*+&,-.% ,*7 0&*.1234

.,B<,4&:5 6* .%& HGEE ?**1,- C&<(:. ,;,6* :&,551:&7^

The Systems investment policies as well as the performance of its assets are 
regularly monitored ... by RVK Kuhns & Associates, Inc. These evaluations include 
reviews of the investment management firms ... 

*** 
We expect the Board9s continued high standard of care for these assets and 
commitment to diversification to allow the Systems to meet its long-term goals and 
objectives. 

 ?/.&: $:15.&&5 %,7 <1. WE"F 86--6(* 6*.( .%& L-,23 L(B !&%62-&5@ 6* .%&

0CD HGEH ?**1,- C&<(:.@ Cf0 5.,.&7 6* , -&..&: 56;*&7 84 N:,.56*;&:^

Questions surrounding how pension funds will meet their expected return targets 
and thus fund their liabilities are valid. Many funds are faced with the need to boost 
returns in this environment and have turned to alternative investments ... absolute 
return strategies. ... KRS has also moved in this direction. New target asset 
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allocations were approved ... in response to recently completed asset liability 
modeling studies. These new asset allocation guidelines ... call for ... new 
allocations to the ... absolute return buckets, so going forward the portfolio is more 
diversified than ever. 

 U/&1 ,= Kd!98 5"J,5$8 6# $1" CEGC< CEGI< CEG` /#: CEGT 0CD ?**1,-

C&<(:.5 .( .%& '())(*+&,-.%@ )&)8&:5 ,*7 .,B<,4&:5@ +%62% +&:& 56;*&7 84

N:,.56*;&:@ 2(*.6*1&7 .( /,-5&-4 :&,551:& 0CD 8&*&/626,:6&5@ .%& '())(*+&,-.%@

,*7 .,B<,4&:5^

KRS portfolios are diversified on several levels. Portfolios are diversified through 
the use of multiple asset classes ... and represent an efficient allocation to achieve 
overall return and risk characteristics. The individual asset classes are diversified 
through the use of multiple portfolios ... Finally, portfolios within each of the asset 
classes are diversified through the selection of individual securities. 

The System9s investment policies are regularly monitored by KRS staff, the Board 
and R.V. Kuhns & Associates, Inc. These evaluations include reviews of 
investment management firms ... 

We expect the Board9s continued high standard of care for these assets and 
commitment to diversification to allow the Systems to meet its long-term goals and 
objectives. 

 $:15.&&5 2,15&7 3&4 /,-5& :&,551:,*2&5 84 .%& 6*!&5.)&*. ,7!65(:Cf0

.( 8& 8-(+* 1< ,*7 /&,.1:&7 6* .%& ?**1,- C&<(:.5^
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.%& ',!,*,1;% g,27(*,0: /&$%/56/0 5"J,5$8 "/&1 5"J5"8"#$": $1/$ $1"8" *5"J,5$8

:"8&564" $1" &%55"#$ /&$%/56/0 &,#:6$6,# ,= $1" !"#$%&'( K"$65"-"#$ L(8$"-2Y

The Board of Trustees in consultation with the actuary sets the actuarial assumption 
and methods used in the valuations ... These assumptions have been adopted by the 
Board ... in accordance with the recommendations of the actuary. 

*** 
Progress towards Realization of Funding Objectives. The progress towards 
achieving the intended funding objectives, both relative to the pension and 
insurance funds, can be measured by the relationship of actuarial assets of each 
fund to the actuarial accrued liabilities. This relationship is known as the funding 
level and in the absence of benefit improvements, should increase over time until it 
reaches 100%. 

*** 

Based on the continuation of current funding policies by the Board, adequate 
provisions are being determined for the funding of the actuarial liabilities of the 
Kentucky Employee Retirement System, ... as required by the Kentucky Revised 
Statutes. The funding rates established by the Board are appropriate for this 
purpose. 
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5";6". ";"5 &,#:%&$":2 /#: ./8 $, 6#&0%:" *,;"5/00 8,0;"#&( /#: 06e%6:6$( /#/0(8682

6# ,5:"5 *$, 6:"#$6=( 5"/8,#8 =,5 $1" &%55"#$ =6#/#&6/0 8$/$%8 ,= $1" J0/#8>2

 ,3% 56>A 2!.;*#.0&%. )-2 -%)&=;#**)4.% #( ,3% /&.
4*)-.

 =* >&8:1,:4 E]@ HGE[@ $%& c&B6*;.(* S&:,-7 c&,7&: :&<(:.&7^

TROUBLED KENTUCKY PENSION SYSTEM MIGHT NEED 
BILLIONS MORE THAN ASSUMED 

Kentucky Retirement Systems ... might be in far worse financial shape than 
previously thought. 

 *** 

KRS made serious math errors in recent years by relying on overly 
optimistic assumptions about its investment returns, the growth of state and 
local government payrolls, and the inflation rates, KRS board chairman 
John Farris told his fellow trustees ... 

For example, KRS assumed that it would earn an average of 6.75 percent to 
7.5 percent on money it invested, but it earned an average of 4.75 percent, 
Farris said. KRS assumed that public payroll would grow by 4 percent a 
year through pay raises or more government hiring ! a larger payroll means 
larger pension contributions by employees ! but public payroll has dropped 
overall because of repeated budget cuts, he said. 

2F+ 7%"*.H+ #0-" 0.) *".*"8= *0;7 <0&&;* AAA 2P" /%.7"& /hy the plans are 
underfunded. F+H* not all the ("G;*(0+4&"H* fault. F+H* the ,%0&7H* responsibility 
to give the correct .4#,"&*A= 

 
 =* g,4 EM@ HGE[@ .%& c&B6*;.(* S&:,-7 c&,7&: :&<(:.&7^

+>?@AB+C,2 DAE<FB D>?2F-? G>E@ JUST GOT BILLIONS 
BIGGER 

Under the new .4#,"&* '&"*".+"7 +% +1" ,%0&78 3:?H %$$;5;0( 4.$4.7"7
pension liability of $18.1 billion will increase by somewhere between $3.6 
billion and $4.5 billion ... 

 *** 

<%((%/;.G >14&*70)H* ,%0&7 B%+"8 +1" '&;#0&) *+0+" '".*;%. $4.7 %'"&0+"7
by KRS ! known as the Kentucky Employees Retirement System (Non- 
Hazardous) ! has only 13.81 percent of the money it is expected to need in 
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coming years ... 

*** 

2>1" most important function of our board is to give correct numbers to the 
("G;*(0+4&"8= <0&&;* *0;7A 2F$ /" 7%.Ht do that, if we continue to rely on 
aggressively optimistic assumptions, then we will continue to fall ,"1;.7A= 

*** 

KRS had assumed that it would earn from 6.75 percent to 7.5 percent on 
money it invested; it assumed that public payroll would grow by 4 percent 
a year; and it assumed an inflation rate of 3.25 percent. All of those numbers 
look unrealistic. 

*** 

2P" (at KRS) have been 20GG&"**;B"= in our assumptions for many years ! 
0GG&"**;B"() /&%.G8= <0&&;* *0;7A 26.7 /" /%.7"& /1) /"H&"
4.7"&$4.7"7A= 

 
 A1:6*; HGE]THGE[@ 6*7&<&*7&*. &4&5 ;(. .( -((3 ,. +%,. %,7 ;(*& (*

6*567& 0CD /(: .%& <,5. 5&!&:,- 4&,:5 +%&* .%& P>g 6*!&5.6;,.6(* (/ 0CD +,5

2())6556(*": 4( $1" UV"&%$6;" W5/#&1> P# CEGH< ?MQ 688%": $1" *?MQ K"J,5$<2

+%62% +,5 7&52:68&7 6* )&76, :&<(:.5 ,5 /(--(+5^

+>?@AB+C,2 D>?2F-?2 H!>I-!2@-FUNDED IN U.S., STUDY 
SHOWS 

A new study shows that Kentucky has the worst funded pension system in 
the nation 

2 '9D CE8G A98;@?E G?D:A E?F8E;^
The PFM Group today presented an alarming report to the Public Pension 
Ove&*;G1+ K%0&7 7"+0;(;.G +1" $05+%&* +10+ #07" 3".+45-)H* '".*;%.
systems the worst funded systems in the United States. The report revealed 
that the systems have had a combined $6.9 billion negative cash flow since 
2005 as benefits paid to retirees plus program expenses greatly exceeded 
appropriated funding. According to the report, if this negative cash flow is 
not corrected, the ability to make payments to current and future retirees is 
0+ &;*- AAA 2Q<LH* 0.0()*;* ;* +1" #%*+ 5%#'&"1".*;B" 0.7 7"+0;("7 (%%k at 
the many factors that contributed to the massive unfunded pension liabilities 
crippling our *+0+"8= stated John Chilton, 3".+45-)H* State Budget Director"

 *** 
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The KRS and TRS plans have taken on significantly more investment risk over the 
last decade in order to chase unrealistically high investment returns. (emphasis 
added). 

When compared to other public plans, the KRS plans have had an allocation to 
riskier alternative investments that nearly double the peer average. Unfortunately, 
significant exposure to market risks still remains.2 

 *** 
Billions in pension debt are growing in perpetuity ... even if the plans earn their 
expected investment return ... 

 =* ?1;15. HU@ HGE[@ .%& c&B6*;.(* S&:,-7 c&,7&: :&<(:.&7^

FORMER HEAD OF KENTUCKY RETIREMENT SYSTEMS 
2J-A<G E> F? KHF<L, E>MF? 2HC2 

Gov. Matt Bevin told a gath"&;.G %$ 3".+45-)H* 5;+) 0.7 5%4.+) ("07"&*
Thursday that the former executive director of the financially ailing 
Kentucky Retirement Systems deserves to be in jail. 
 ***  

2K;(( >1;"(". *1%4(7 ," ;. N0;( 0.7 +10+H* 0 $05+A 6.7 F 7%.H+ -.%/ /1%H*
here from the media but if this was a private company, if this was a private 
'".*;%. '(0. 1" /%4(7 ,"A= 

2F+ 10* ,"". ."G(;G".+, it has been irresponsible 0.7 ;+ ;* *10#"$4(=A 

2P10+ 10* ,"". 7%." ;. %4& '".*;%. *)*+"#* 10* ,"". 5&;#;.0(8= K"B;. *0;7 

AAA 2;$ +1"*e were private companies they would have been taken over and 
frozen and disbanded and the payouts of benefits would have been stopped 
,) (0/A= 
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 $%& '())(*+&,-.% %,5 515.,6*&7 ,*7 +6-- 2(*.6*1& .( 515.,6*

56;*6/62,*. 7,),;&5"

 @5%8$""89 .600=%0@ +,*.(* ,*7 :&23-&55 ,2.6(*5 ,*7 /,6-1:&5 .( ,2. +&:&
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EEQ

, 5185.,*.6,- /,2.(: 6* 2,156*; .%& 7,),;&5 ,--&;&7 %&:&6*@ 8(.% .%(5& .%,. %,!&

(221::&7 ,*7 +6-- 6* .%& /1.1:& (221:"

 ?5 , :&51-. (/ .%& )652(*712. ,--&;&7 %&:&6*@ $:15.&&5 ,:& -6,8-& .( .%&

'())(*+&,-.% /(: 7,),;&5 51//&:&7 84 .%& '())(*+&,-.%@ 6.5 7&<,:.)&*.5@

2())6556(*5@ ,;&*26&5@ <(-6.62,- 51876!656(*5@ 26.6I&*5@ .,B<,4&:5@ ,*7 ,-- <&*56(*

<-,* 8&*&/626,:6&5 (/ .%& 0&*.1234 P18-62 P&*56(*5 ?1.%(:6.4 6* ,)(1*.5 .( 8&

<:(!&* ,. .:6,-"

 $%& 7,),;&5 ,--&;&7 ,*7 (.%&: :&-6&/ 5(1;%. ,:& ,<<-62,8-& .( &,2% (/

'=X\$D 9@ 99@ 999 ,*7 9f@ ,*7 2(*565. (/ ,*4 ,*7 ,-- <:(!,8-& 7,),;&5 .( .%&

'())(*+&,-.%@ +%62% 6*2-17&@ ,. , )6*6)1)@ .%& /(--(+6*;^ K6O 7,),;&5 /(: .%&

-(55&5 6*21::&7 84 0CD ,5 , :&51-. (/ 8:&,2%&5 (/ /67126,:4 ,*7 (.%&: 71.6&5@

6*2-176*; 1*516.,8-& 6*!&5.)&*.5@ .%& -(55 (/ .:15. ,55&.5@ .%& -(55 (/ <:17&*.

6*!&5.)&*. (<<(:.1*6.6&5 ,*7 .%& -(55 (/ <(56.6!& 6*!&5.)&*. :&.1:*5R K66O

765;(:;&)&*. (/ /&&5 /:() ,<<:(<:6,.& A&/&*7,*.5 +%62% &,2% :&2&6!&7 /:() .%& 5,-&

(/@ .%& 2(*.6*1&7 %(-76*; (/@ ,*7 .%& ),*,;&)&*. (/@ 1*516.,8-& %&7;& /1*7

<:(712.5@ ,*7 .%& <:(!676*; (/ 2&:.6/62,.6(* (/ /67126,:4 5.,*7,:75R K666O .%& 6*2:&,5&7

2(5.5 .( .%& '())(*+&,-.% (/ :&5.(:6*; 0CD ,*7 6.5 P&*56(*`$:15. >1*75 .(

<:(<&:-4 /1*7&7 5.,.15@ ,/.&: 4&,:5 (/ 2(*2&,-)&*. (/ .%& .:1& /6*,*26,- 2(*76.6(* (/

0CD ,*7 .%& +,5.& (/ 6.5 /1*75R K6!O :&.1:* (/ /1*75 :&!&,-&7 84 , /1-- ,*7 2()<-&.&

,22(1*.6*; (/ K,O /&&5 (: (.%&: <,4)&*.5 ),7& .( ,*4 <&:5(* 6* 2(**&2.6(* +6.% .%&

L-,23 L(B /1*75 (/ %&7;& /1*75 5(-7 .( 0CD@ K8O /&&5 <,67 .( ,*4 518T/1*75

,55(26,.&7 +6.% .%& L-,23 L(B /1*75 (/ %&7;& /1*75@ K2O ,*4 /&& (: <:(/6. (:
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EEU

2()<&*5,.6(* 5%,:6*;@ 5<-6..6*; (: (.%&: &2(*()62 ,::,*;&)&*.5 8&.+&&* .%& S&7;&

>1*7 D&--&:5@ .%&6: &B&21.6!&5 ,*7 .%& L-,23 L(BT518T/1*75 (: ,*4 .%6:7 <&:5(*

6*!(-!&7 6* .%&5& ,85(-1.& :&.1:* 5.:,.&;6&5 (: ,55&.5@ ,*7 K!O (.%&: ,!,6-,8-&

:&)&76&5 ,*7 7,),;&5 ,:656*; /:() .%& +:(*;7(6*;5 ,--&;&7 %&:&6*"

!"-$) 00
'6'0$3) )*& ,/3 )/-3)&&3 '$1 "++0!&/35

*&16& +-$1 3&((&/35 '$1 '!)-'/0'( '$1 0$2&3)#&$)
'1203"/3 +"/ P/&'!*&3 "+ 3)')-)"/.5 +01-!0'/.

'$1 ")*&/ 1-)0&3 )" ,/3
 $%& '())(*+&,-.% 6*2(:<(:,.&5 84 :&/&:&*2& .%& ,--&;,.6(*5 5&. /(:.%

6* .%65 '()<-,6*."

 X*7&: .%& -,*;1,;& (/ .%& 0&*.1234 P&*56(* c,+@ ,*7 ,-5( K6O 8&2,15&

.%&6: :(-&5 ;,!& .%&) 2(*5.,*. ,22&55 .( *(*T<18-62 6*/(:),.6(* (/ 0CD ,*7 6.5

P&*56(* >1*75 K66O 8&2,15& .%&4 %&-7 .%&)5&-!&5 (1. .( 8& !&:4 5(<%65.62,.&7@ %6;%-4

Z1,-6/6&7 &B<&:.5 +6.% &B.&*56!& &B<&:6&*2& ,*7 &B<&:.65& 6* .%&6: :&5<&2.6!& /6&-75

8&2,15& .%&4 3*&+ .%& 0CD $:15.&&5 +&:& 7&,-6*; +6.% 6*.&:*,- .1:)(6- ,*7 5.,//

.1:*(!&: ,*7 *&+ ,*7 6*&B<&:6&*2&7 6*!&5.)&*. 5.,// ,*7 6*!&5.)&*. ,7!65(:5 ,*7

+(1-7 8& 1*151,--4 7&<&*7&*. 1<(* .%&6: <:(/&55&7@ 51<&:6(: &B<&:6&*2&@ &B<&:.65&@

,*7 5(<%65.62,.6(* 6* .%&6: :&5<&2.6!& ,:&,5 (/ &B<&:.65& ,*7 K6!O 8&2,15& 6* .%& 2,5&

(/ .%& S&7;& >1*7 D&--&:5 ,*7 Cf0@ 8(.% +&:& ,-5( ,2.6*; ,5 6*!&5.)&*. ,7!65(:5

,*7` (: 6*!&5.)&*. ),*,;&:5 /(: 0CD O .%& S&7;& >1*7 D&--&:5@ ,*7 .%&

9*!&5.)&*. ,*7 ?2.1,:6,- ?7!65(:5 +&:& ,-- /67126,:6&5 .( 0CD"

 _,2% (/ .%& A&/&*7,*.5 84 .%&6: ,2.6(*5 ,*7 6*,2.6(*5@ ,5 ,--&;&7

%&:&6*@ ,2.&7 6* , *&;-6;&*. ),**&: ,*7 /,6-&7 .( &B&:265& 71& 2,:& ,*7 /,6-&7 .(
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EEF

/1-/6-- .%&6: 5.,.1.(:4 ,*7 (.%&: 71.6&5@ 6*2-176*; .%&6: /67126,:4 71.6&5@ .( 0CD ,*7

6.5 >1*75 ,*7 .( .%& '())(*+&,-.% ,*7 6.5 .,B<,4&:5"

 $%& '())(*+&,-.% %,5 515.,6*&7 ,*7 +6-- 2(*.6*1& .( 515.,6*

56;*6/62,*. 7,),;&5@ ,5 ,--&;&7 6* '=X\$ 9"

 B"="#:/#$89 #"7067"#$ /&$6,#8 /#: =/60%5"8 $, /&$ ."5" / 8%48$/#$6/0

/,2.(: 6* 2,156*; .%& 7,),;&5 ,--&;&7 %&:&6*"

 ?5 , :&51-. (/ .%& )652(*712. ,--&;&7 %&:&6*@ ,-- A&/&*7,*.5 *,)&7 6*

.%65 '()<-,6*. ,:& -6,8-& .( .%& '())(*+&,-.% /(: 7,),;&5 6* ,* ,)(1*. .( 8&

<:(!&* ,. .:6,-"

!"-$) 000
AGAINST ALL DEFENDANTS  

FOR PARTICIPATING IN A JOINT ENTERPRISE AND/OR A CIVIL CONSPIRACY,  
INCLUDING ONE OR MORE OF A SCHEME, COMMON COURSE  

OF CONDUCT, AND CONCERTED ACTIONS 
 $%& '())(*+&,-.% 6*2(:<(:,.&5 84 :&/&:&*2& ,-- .%& ,--&;,.6(*5 5&.

/(:.% 6* .%& '()<-,6*."

 _,2% A&/&*7,*. 3*(+6*;-4 <-,4&7 ,* 6)<(:.,*. ,*7 6*765<&*5,8-&

<,:. 6* , 52%&)&@ 26!6- 2(*5<6:,24@ 2(*2&:.&7 ,2.6(*5@ 2())(* 2(1:5& (/ 2(*712.@ ,*7

J(6*. &*.&:<:65& /(: .%&6: (+*@ ,*7 .%&6: J(6*.@ &2(*()62 ;,6* .( .%& 7,),;& (/ 0CD

,*7 .%& '())(*+&,-.%" A&/&*7,*.5 +(:3&7 .(;&.%&:@ 3*(+6*; .%& :(-&5 (/ .%&

(.%&:5 ,*7 &,2% .,36*; .%& 5<&26/62 (!&:. ,2.5 ,--&;&7 %&:&6* +6.%6* .%&6: 5<&26,-

,:&,5 (/ &B<&:.65& ,*7 3*(+-&7;& .( /1:.%&: .%& 26!6- 2(*5<6:,24" _,2% A&/&*7,*.

<:(/6.&7 /:() <,:.626<,.6(* 6* .%& 52%&)&" 9* (:7&: /(: .%& 52%&)& .( 5122&&7 ,5 6.

767@ 6. :&Z16:&7 .%& 2(*.6*16*;@ 2(*526(15 )1.1,--4 51<<(:.6!& ,*7 (!&:. ,2.5 (/ &,2%
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EE]

A&/&*7,*." S,7 ,*4 (*& (/ .%&) 2()<-6&7 +6.% .%&6: 71.6&5 .( 0CD (: .%&

'())(*+&,-.%@ .%& 7,),;&5 2(1-7 %,!& 8&&* )6.6;,.&7 (: ,!(67&7"

 _,2% (/ A&/&*7,*.5 <,:.626<,.&7 6* , 4&,:5T-(*; 2(*5<6:,24@ 52%&)&@

,*7 2())(* 2(1:5& (/ 2(*2&:.&7 2(*712. ,*7 &*.&:<:65& +6.% 0&*.1234 :&567&*.5

,*7 ,2.(:5@ 6*!(-!6*; :&<&,.&7 .:,!&- 6*.( 0&*.1234 84 .%&)5&-!&5 (: .%&6: ,;&*.5

/(: 8156*&55 <1:<(5&5@ .%15 518J&2.6*; .%&)5&-!&5 .( .%& <&:5(*,- J1:65762.6(* (/

0&*.1234 2(1:.5"

 ?/.&: .%& %1;& -(55&5 (/ HGGETHGGH ,*7 HGGMTHGGY@ .%& 6*.&:*,-

,55&.`-6,86-6.4 5.174 :&!&,-&7 , 7,*;&:(15 )65),.2% ,*7 , -(()6*; -6Z1676.4 .%:&,."

d%6-& 2(*2&,-6*; .%& .:1& 5.,.& (/ ,//,6:5@ $:15.&&5 5&,:2%&7 /(: 5()& 36*7 (/ %6;%T

(6"0: *1,-" 5%#2 6#;"8$-"#$ $, 5"8&%" $1"-8"0;"8 =5,) ,*7 .( 2(!&: 1< .%&6: (+*

/,6-&7 5.&+,:75%6<"

 C,.%&: .%,* /,2& .%& <18-62 (1.2:4@ 1<:(,:@ <(-6.62,- /6:&5.(:) ,*7

6*Z16:6&5 .%,. +(1-7 %,!& :&51-.&7 %,7 .%&4 .(-7 .%& .:1.% 6* HGEGTHGEE ,5 .%& -,+

:&Z16:&7 .%&) .( 7( O :,.%&: .%,* %(*&5.-4 7652-(56*; .%& .:1& /,2.5 ,*75&:6(15*&55

,= !KL9 =6#/#&6/0g/&$%/56/0 86$%/$6,#< 8, $1/$ J5,J"5 ,*7 <:17&*. 5.&<5 2(1-7 8&

.,3&* .%&* .( :&521& .%& /1*75@ 5&21:& 6*2:&,5&7 5.,.& /1*76*; ,. .%,. .6)& ,*7

,551:& .%& 0CD P&*56(* /1*75 +&:& <:17&*.-4 6*!&5.&7 ;(6*; /(:+,:7 O A&/&*7,*.5

,4=%8&/$":< -680": /#: =/08"0( 5"/88%5": !KL9 ?"#86,# -"-4"58 /#: 4"#&/626,:6&5

,*7 .%& '())(*+&,-.% ,*7 0&*.1234 .,B<,4&:5 ,*7 8&. 86--6(*5 (* 5<&21-,.6!&

*/48,0%$" 5"$%5#2 /#: *5"/0 5"$%5#2 *6#;"8$-"#$2 8$5/$"76"8 $1/$ /,6-&7"

 $%& S&7;& >1*7 D&--&:5 5(-7 .%& %6;%T/&&@ %6;%T<:(/6. L-,23 L(B
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EE[

!&%62-&5 .( $:15.&&5 &!&* .%(1;% .%&4 ,*7 Cf0 3*&+ .%& &B.:&)&-4 %6;%T:653@ %6;%T

/&&@ 5<&21-,.6!& !&%62-&5 +&:& 1*516.,8-& 6*!&5.)&*.5 /(: 0CD ;6!&* 6.5 <,:.621-,:

/6*,*26,-`,2.1,:6,- 56.1,.6(*" $%&*@ &!&* .%(1;% .%& 0&*.1234 P&*56(* c,+

5"e%65": B"="#:/#$8 $, $"00 $1" $5%$1 6# *"/860( %#:"58$,,:2 0/#7%/7" $, !KL

:&.6:&&5@ 8&*&/626,:6&5 ,*7 .%& '())(*+&,-.% ,*7 0&*.1234 .,B<,4&:5 O .%&

A&/&*7,*.5 767 *(. 7( 5("

 _,2% A&/&*7,*. ),7& (: <&:)6..&7 .( 8& ),7& 5.,.&)&*.5 .%&4 3*&+

+&:& /,-5& ,*7`(: )65-&,76*; ,551:,*2&5 ,*7 (8/152,.6(*5 .( 0CD )&)8&:5 ,*7

8&*&/626,:6&5 ,*7 0&*.1234 .,B<,4&:5 .%:(1;% .%& 0CD ?**1,- C&<(:.5@ +%62%

2:&,.&7 , /,-5& 5&*5& (/ 5&21:6.4@ , /,-5& 5&*5& (/ ;((7 5.&+,:75%6< ,*7 , /,-5& 5&*5&

(/ -&;,- 2()<-6,*2&" $%&5& 5.,.&)&*.5 6*2-17&^

! @5%8$""8 ."5" *J"5=,5-6#7 $1"65 =6:%&6/5( :%$6"8>2 *P#;"8$-"#$
:"&686,#82 ."5" *$1" 5"8%0$ ,= $1" &,#8&6,%8 "V"5&68" ,=
:68&5"$6,#N2 *J5,J"5 :6;"586=6&/$6,# ,= /88"$8 -%8$ 4" -/6#$/6#":2
,*7 $:18$""89 J,06&6"8 *J5,;6:" 867#6=6&/#$ 5"$%5#8 ,;"5 $1" 0,#7
.&:) +%6-& )6*6)6I6*; 6*!&5.)&*. :&-,$": "VJ"#8">2

! @5%8$""8 *=,00,. / J,06&( ,= J5"8"5;6#7 &/J6$/02 4( J5,$"&$6#7
/7/6#8$ >>> %#:%" 0,88"8 6# / J/5$6&%0/5 6#;"8$-"#$ /5"/>2

! !KL J,5$=,06,8 */5" :6;":56/6&7 .%:(1;% .%& 15& (/ )1-.6<-& ,55&.
&0/88"82 >>> *.16&1 5"J5"8"#$ /# "=="&$6;" /00,&/$6,# .( ,2%6&!&
,;"5/00 5"$%5# /#: 568' :6;"586=6&/$6,#>2

! *@1" W,/5: :"&6:Z":[ ,# $1" -,8$ "=="&$6;" /88"$ /00,&/$6,#
5.:,.&;6&5 """ .( -(+&: :653@ 2(*.:(- .%& -&!&- (/ 6--6Z1676.4 6* .%&
<(:./(-6(5@ ,*7 ;&*&:,.& , :&.1:* &B<&2.&7 .( &B2&&7 .%&
,2.1,:6,--4 ,551)&7 :,.& (/ :&.1:* (/ ["[FV"

! *@1" -/6# 5"/8,# )=,5 $1" #". /48,0%$"T:&.1:* 5.:,.&;4O 65 .(
:&712& !(-,.6-6.4 6* .%& <(:./(-6( (!&:,-- """ j,*7k .( ;&. (1:
&B<&2.&7 :,.& (/ :&.1:* (/ ["[FV" ?85(-1.& :&.1:* %&-<5 15
),6*.,6* (1: &B<&2.,.6(*5 81. -(+&:5 (1: :68'8>2

! *@1" W,/5: =,00,.8 / J,06&( ,= $1,%71$=%00( 75,.6#7 ,%5 /88"$
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EEM

8,5& +%6-& <:(.&2.6*; ,;,6*5. 1*71& :653 ,*7 -(55&5 6* ,*4
J/5$6&%0/5 6#;"8$-"#$8N2 )663 $1" *J,5$=,06,8 /5" :6;"586=6": ,#
5&!&:,- -&!&-5 """ .%(1;% )1-.6<-& ,55&. 2-,55&5 j.%,.k :&<:&5&*.
,* &//626&*. ,--(2,.6(* .( ,2%6&!& (!&:,-- :&.1:* ,*7 :653
&1/5/&$"568$6&8N2 )6663 *J,5$=,06,8 .6$16# "/&1 ,= $1" /88"$ &0/88"8
,:& 76!&:56/6&7 .%:(1;% 8(.% 6*!&5.)&*. 5.:,.&;6&5 ,*7 .%&
8"0"&$6,# ,= 6#:6;6:%/0 8"&%56$6"8>2

! * >>> #". /00,&/$6,#8 $, $1" """ ,85(-1.& :&.1:* 8123&.5 j)&,*k
;(6*; /(:+,:7 .%& <(:./(-6( 65 )(:& 76!&:56/6&7 .%,* &!&: ,*7
:&<:&5&*. ,* &//626&*. ,--(2,.6(* .( ,2%6&!& (!&:,-- :&.1:* ,*7
:653 2%,:,2.&:65.625"

! *]" "VJ"&$ $1" W,/5:98 &,#$6#%": 1671 8$/#:/5: ,= &/5" =,5 $1"8"
,55&.5 ,*7 2())6.)&*.5 .( 76!&:56/62,.6(* .( ,--(+ .%& D45.&)
.( )&&. 6.5 -(*;T$"5- 7,/08 /#: ,4i"&$6;"8>2

! *W/8": ,# $1" &,#$6#%/$6,# ,= &%55"#$ =%#:6#7 J,06&6"8 84 .%&
L(,:7@ ,7&Z1,.& <:(!656(*5 ,:& 8&6*; 7&.&:)6*&7 /(: .%& /1*76*;
(/ .%& ,2.1,:6,- -6,86-6.6&5 (/ .%& 0&*.1234 _)<-(4&& C&.6:&)&*.
D45.&) """ ,5 :&Z16:&7 84 .%& 0&*.1234 C&!65&7 D.,.1.&5" $%&
/1*76*; :,.&5 &5.,8-65%&7 84 .%& L(,:7 ,:& ,<<:(<:6,.& /(: .%65
J%5J,8"2 >>>

! *@1" 5"0/$6,#816J ,= /&$%/56/0 /88"$8 ,= "/&1 =%#: $, $1"
,2.1,:6,- ,22:1&7 -6,86-6$6"8<2 6>">< *$1" =%#:6#7 0";"02 81,%0:
6*2:&,5& (!&: .6)& 1*.6- 6. :&,2%&5 EGGV"

! W"&/%8" ,= @5%8$""89 *,%$8$/#:6#7 8$"./5:816J<2 !KL 1/:
:&2&6!&7 ,* ,+,:7 O *+"5$6=6&/$" ,= A&16";"-"#$2 =,5 *UV&"00"#&"
6# ?5"J/5/$6,# ,= 6$8 =6#/#&6/0 5"J,5$82 /#: =,5 J%4-65%6*; ,*
*"/860( 5"/:/40" /#: "==6&6"#$0( ,57/#6X": :,&%-"#$2 .16&1
8/$68=6"8 */JJ06&/40" 0"7/0 5"e%65"-"#$8>2

 $%& S&7;& >1*7 D&--&:5 :&!6&+&7 ,*7 +&:& ,+,:& (/ .%& 2(*.&*.5 (/

0CD ?**1,- C&<(:.5 ,*7 3*&+ .%,. .%& 6*/(:),.6(* +,5 6*2()<-&.&@ /,-5& ,*7`(:

)65-&,76*;" $%&4 ,-5( 3*&+ .%,. 6/ .%& .:1& *,.1:& ,*7 :6535 (/ .%&5& %6;%T:653@

%6;%T/&& !&%62-&5 +&:& 7652-(5&7 6* .%& 0CD (//626,- ?**1,- C&<(:.5@ ,* 1<:(,:

+(1-7 %,!& :&51-.&7@ .%&6: <:&7,.(:4 8156*&55 )(7&- 2(1-7 %,!& 8&&* &B<(5&7@ ,*7

.%& 1*516.,8-& *B/#6"0 W,,#"<2 *\"#5( +0/(<2 /#: *+,0,#"082 6#;"8$-"#$8 .,%0:

%,!& 8&&* .&:)6*,.&7@ 2(5.6*; .%&) )6--6(*5 ,*7 )6--6(*5 (/ 7(--,:5 , 4&,: 6* /&&5@
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EEY

,*7 :&51-.&7 6* !&:4 %,:)/1- <18-626.4" D(@ .%&4 -&. .%& 7&2&<.6(* 2(*.6*1& 8&2,15&

6. 5&:!&7 .%&6: 5&-/65% &2(*()62 <1:<(5&5 .( 7( 5("

 $%& ?2.1,:6,- A&/&*7,*.5 :&!6&+&7 ,*7 +&:& ,+,:& (/ .%& 2(*.&*.5 (/

0CD ?**1,- C&<(:.5 ,*7 3*&+ .%,. .%& 6*/(:),.6(* .%&:&6* :&;,:76*; .%& ,2.1,:6,-
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