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Introduction

In today’s competitive climate investors of all
types are seeking greater transparency and
detailed insight into the performance of their
investments and this includes Private Equity
investors.

Along with more favorable partnership
agreements and reduced management fees,
LPs are requesting comprehensive information
about their GPs' portfolio-company positions,
valuations and exposures, as well as other
pertinent detail. No longer is historical
performance a sufficient-enough rubric for
gaining LP investment capital; if a GP wants
the job, LPs must be given the data. A middle-
market executive attending last January's
2010 Private Equity International CFOs and
COOs Forum put it bluntly: “There is pretty
much nothing that our LPs could ask for that
we wouldn’t give them.”

As part of its “Private Equity Principles”

set of standards issued late last year, the
Toronto-based Institutional Limited Partners
Association (ILPA), a non-profit association
serving limited-partner investors in the global
private-equity industry, included the following
transparency guidelines:

¢ Fee and carried interest calculations should
be transparent and subject to limited
partner and independent auditor review and
certification

¢ Detailed valuation and financial information
related to the portfolio companies should
be made available as requested on a
quarterly basis

¢ Investors in private equity funds should have
greater transparency as requested with
respect to relevant information pertaining to
the general partner

e All proprietary information should be
protected from public disclosure

This means that GP’s must have robust and
reliable systems to meet the ever growing
demands for information. The days of relying
on spreadsheets and archived information are
gone as new information requirements are

a daily event so it is essential to be able to
respond in a timely manner.

For GPs, the key challenge is having the right
mix of resources to compile and process
relevant information for its investors, using the
most appropriate and secure communication
channels possible. In today's information age
this requires the intelligent application of
technology.

More Transparency

Despite recent setbacks, private equity
continues to gain favor among institutional
investors. Surveys reveal that limited partners
that have been active in the business for
several years continue to be enthusiastic about
private equity as an asset class, and will either
remain at current levels or, in some instances,
may increase their allocations over the near
term. Additionally, new pockets of capital are
beginning to open up worldwide. Like their
counterparts in the west, sovereign-wealth
funds and pension funds in various emerging
markets are seeking higher-returning asset
classes, and are looking to private equity to
meet their needs.
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