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L PRELIMINARY STATEMENT

Generation Investment Management US LLP (“Generation US”) and Generation
Investment Management LLP (“Generation UK”, and collectively with Generation US,
“Generation” or the “Advisers” or the “Applicants™) hereby apply to the U.S. Securities
and Exchange Commission (the “Commission”) for an order, pursuant to Section 206A
of the Investment Advisers Act of 1940, as amended (the “Act”), and Rule 206(4)-5(c),
exempting the Advisers from the two-year prohibition on compensation imposed by Rule
206(4)-5(a)(1) under the Act for investment advisory services provided to the
government entity described below as a consequence of a contribution to a California
gubernatorial candidate by an individual whom the Commission would likely consider a

covered associate as described in this Application.
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5(£)(2)(i) as including its executive officers or other individuals with similar status or
function as well as any employee who solicits a government entity on behalf of an
investment adviser and any person who supervises, directly or indirectly, such employee.

Rule 206(4)-5(b) provides exceptions from the two-year prohibition under Rule
206(4)-5(a)(1) with respect to contributions that (i) do not exceed a de minimis threshold,
(ii) were made by a person more than six months before becoming a covered associate,
unless such person, after becoming a covered associate, solicits clients on behalf of the
investment adviser, or (iii) were discovered by the adviser and returned by the official
within a specified period and subject to certain other conditions. Should no exception be
available, Rule 206(4)-5(e) permits an investment adviser to apply for, and the
Commission to conditionally or unconditionally grant, an exemption from the Rule
206(4)-5(a)(1) prohibition on compensation.

In determining whether to grant an exemption, the Rule contemplates that the
Commission will consider, among other things, (i) whether the exemption is necessary or
appropriate in the public interest and consistent with the protection of investors and the
purposes fairly intended by the policy and provisions of the Act; (ii) whether the
investment adviser, (A) before the contribution resulting in the prohibition was made,
adopted and implemented policies and procedures reasonably designed to prevent
violations of the Rule; (B) prior to or at the time the contribution which resulted in such
prohibition was made, had no actual knowledge of the contribution; and (C) after learning
of the contribution, (1) has taken all available steps to cause the contributor involved in

making the contribution which resulted in such prohibition to obtain a return of the



contribution, and (2) has taken such other remedial or preventative measures as may be
appropriate under the circumstances; (iii) whether, at the time of the contribution, the
contributor was a covered associate or otherwise an employee of the investment adviser,
or was seeking such employment; (iv) the timing and amount of the contribution which
resulted in the prohibition; (v) the nature of the election (e.g., Federal, State or local); and
(vi) the contributor’s apparent intent or motive in making the contribution that resulted in
the prohibition, as evidenced by the facts and circumstances surrounding such
contribution.

Based on those considerations and the facts described in this Application, the
Applicants respectfully submit that the relief requested herein is appropriate in the public
interest and is consistent with the protection of investors and the purposes fairly intended
by the policy and provisions of the Act. Accordingly, the Applicants request an order
exempting them to the extent described herein from the prohibition under Rule 206(4)-
5(a)(1) so as to permit them to receive compensation for investment advisory services
provided to the Client (as defined below) within the two-year period following the
contribution identified herein.

1L INTRODUCTION

This Application arises from a June 7, 2017 political contribution made by a
Generation partner, for personal reasons, after a solicitation from his next-door neighbor
to attend a dinner event with California gubernatorial candidate (and current Lieutenant
Governor) Gavin Newsom that coincided with the next-door neighbor’s birthday. Two of

Mr. Newsom’s children were, at the time, primary school classmates of two of the



Generation partner’s children, and the parents had occasionally socialized at school-
related functions, along with other parents. The invitation stated that the event was to be
a fundraiser for Mr. Newsom’s gubernatorial campaign, and that a $5,000 contribution
was requested to attend the dinner. Because the Generation partner’s children were

. primary school classmates with the candidate’s children, and because the invitation came
from his next-door neighbor, the partner considered the invitation in its social context and
determined that it was appropriate to accept the invitation and make the contribution.

As the social context demonstrates, the contribution was unrelated to Generation’s
business. While Generation has had a longstanding relationship with the California State
Teachers’ Retirement System (“CalSTRS”) and while the California Governor has the
authority to appoint a non-controlling number of members of the CalSTRS board, the
Generation partner who made the contribution has never managed Generation’s
relationship with CalSTRS, nor has he supervised anyone that manages this relationship.
See infra n. 4. Instead, CalSTRS is invested in a Generation public equity strategy called
“Global Equity,” which is an entirely different strategy from the predominantly private
equity strategy managed by the Generation partner. Indeed, to the best of Generation’s
knowledge, the Generation partner played no role in obtaining or retaining CalSTRS as
an investor and was not charged with that responsibility by Generation. Moreover, at the
time of the contribution, Gavin Newsom did not hold (and still does not hold) an office

that could influence CalSTRS investment decisions and, if successful, Mr. Newsom



would not even be in a position to begin to appoint' individuals with this responsibility
until at least 18 months after the contribution.

Importantly, the Generation partner’s contribution to the Newsom campaign was
a clear violation of Generation’s strict “pay-to-play” policy. Specifically, Generation’s
policy “strictly prohibit[s]” employees and partners from making any contributions to
U.S. state or local candidates. Generation routinely reminded the partner (and all other
personnel) of this prohibition and obtained from the partner periodic certifications that he
would not make state or local contributions, including obtaining one certification just a
few days before the partner’s neighbor asked him to make the contribution at issuc.

To ensure strict adherence to its policies, Generation conducts routine “mock
audits” that involve interviews and searches of public databases for political contributions
made in violation of the policy. Generation discovered the contribution at issue here
through one such recent routine audit, which found the violation within six months of it
occurring. Generation immediately instructed the partner to request a refund from the
campaign while investigating the issue. The partner received and deposited the refund on
December 8, 2017, only one week after its discovery.

Generation has subsequently established a formal escrow account to hold all
compensation from CalSTRS received between the date of the contribution and the

expiration of the two-year period following the date of the contribution. Having

! CalSTRS gubernatorial appointees do not hold a majority of seats on the CalSTRS board and,
once confirmed by the California State Senate, serve four year terms and cannot be removed by
the Governor.



completed its investigation, Generation is making this sua sponte application to the
Commission.

In light of these circumstances, and for the reasons stated below, Generation
respectfully submits that the Commission should grant an exemption.
III.  Statement of Facts

A. The Applicants

Generation US is a Delaware limited liability partnership registered with the
Commission as an investment adviser under the Act. Generation UK, a 99.9 percent
owner of Generation US, is a limited liability partnership established under the laws of
England and Wales and is an exempt reporting adviser under 17 C.F.R. § 275.204-4(a).
As of June 30, 2017, Generation US and Generation UK jointly managed approximately
$17 billion in assets. As of the same date, Generation managed 22 separate account
mandates. CalSTRS is one of these accounts. Other accounts managed by Generation
relate to seven funds sponsored by Generation where there are many hundreds of
underlying investors.

Generation US and Generation UK have responsibilities for different investment
funds and separate accounts dependent upon their domicile. Generation US offers
investment advisory services and serves as an investment manager to two private
Delaware funds: Generation’s Global Equity strategy and Asia Equity strategy. These
funds are primarily designed for US persons. Generation US also serves as an investment
manager for certain separate accounts in the United States, including CalSTRS. Last, it

provides sub-advisory services with respect to Generation’s Growth Equity Funds.



Generation UK has primary responsibility for the management of the Growth Equity
Funds, and acts as a sub-adviser with respect to the US based Global Equity strategy
managed by Generation US.

As noted above, Generation US provides investment advisory services with
respect to its public equity strategies (Global and Asia Equity) both via separate accounts
and fund vehicles. This is in contrast to Growth Equity (which can be broadly equated to
a private equity strategy), where those services are delivered only by means of fund
vehicles. Hence, throughout this Application we refer to Global and Asia equity as
“strategies” and to Growth Equity as *“funds”.

B. The Government Entity

In 2007, Generation US entered into an Investment Management Agreement with
CalSTRS (the “Client”), which invests state pension plan assets, to provide CalSTRS
with investment management services. The Client is a government entity as defined in
Rule 206(4)-5(f)(5)(i). The Client awarded Generation a scparate account mandate and it
is invested in Generation US’s Global Equity strategy. As noted above, that is a scparate
public equity strategy distinct from Growth Equity which is overseen by Contributor
(defined below). In broad terms, the Global Equity strategy invests in a relatively
concentrated portfolio of public equities, whereas Growth Equity is largely a private
equity strategy. Generation continues to manage Client’s investments but the Client has
not increased the amount of its investment in the Global Equity strategy since 2008.
Generation is currently in discussions with Client about Client possibly investing in

another Generation investment strategy, which is also not overseen by Contributor.



Generation does not currently provide investment advisory services to any other
government entities in California.?

C. The Contributor

The Generation partner who made the contribution that is the subject of this
Application is Colin le Duc (the “Contributor”). Contributor joined Generation in 2004.
He is a founding partner of Generation UK who also serves on the Management
Committee of Generation UK, Generation’s governing body. He also serves on the
Investment Committee of the Growth Equity Funds, is one of the senior members of the
Growth Equity team, and is the Co-Chief Investment Officer (“Growth Co-Cl10”) of the
Growth Equity team. As Growth Co-CIO, he shares responsibility for portfolio

construction and investment performance of Generation US and Generation UK funds but

2 In 2011, the UC Berkeley Foundation entered into a Subscription Agreement with Generation
IM Global Equity Fund LLC, an investment fund advised by Generation US. The UC Berkeley
Foundation is not a “government entity” under the Rule 206(4)-5. According to its website, the
UC Berkeley Foundation was created in 1948 by private individuals. See History & Mission,
University of California Berkeley Foundation, available at
https://foundation.berkeley.edu/mission. The Foundation’s tax filings with the Internal Revenue
Service further state that it is not a “federal, state, or local government or governmental unit.”
See University of California Berkeley Foundation Internal Revenue Service Form 990 (2013),
available at http://990s.foundationcenter.org/990_pdf archive/946/946090626/
946090626_201406_990.pdf. Rather, the Foundation is an “independently governed charitable
nonprofit corporation[] that [is] legally separate from the University of California.” Cal. Educ.
Code § 92950(b); see also Save Westwood Village v. Luskin, 233 Cal. App. 4th 134, 141 (Cal. Ct.
App. 2014) (trial court dismissed a statutory claim on the basis that a similar university
foundation, the UCLA Foundation, was not a “governmental entity”); Cal. State Univ. v. Superior
Court, 90 Cal. App. 4th 810, 826 (Cal. Ct. App. 2001) (recognizing that college foundations
functioning as auxiliary organizations—entities more closely tied to the university than the
Berkeley Foundation—are “not part of the state body they aid or assist” and are “not
instrumentalities of the state” (citations omitted)); Att’y Gen. Op. No. 80-1012, 1981 WL
126722, at *12 (Feb. 6, 1981) (finding that auxiliary organizations are legally distinct from the
institutions of higher education they support and are “nongovernmental” and “not . . . public
agenclies]”).
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solely with respect to Growth Equity assets. As Growth Co-CIO, he further coordinates
the Growth Equity team that makes investment recommendations which he and others
present to the full Growth Equity Investment Committee for review and approval.

In addition to these roles, on October 4, 2017, Generation announced that the
Contributor had been appointed Co-President of Generation’s new U.S. office in San
Francisco with joint Management Committee responsibility for the office. In that
capacity, Contributor has responsibility for reporting on California operations to the
Management Committee and for the culture of the San Francisco office. Generation’s
previous office in the United States was in New York State and Contributor had no
responsibility for that office. Contributor is also a non-voting “Class B” partner of
Generation US, which does not give him a right to vote on matters relating to the
Generation US partnership. In common with all other partners of Generation US, he isa
Managing Director of Generation US which gives him certain limited powers with
respect to the negotiation, approval, exccution, authorization, and delivery of agreements
and documentation in connection with the provision of investment advisory services.

Despite these titles, Contributor’s primary day-lo-day activities involve co-
managing the Growth Equity Funds’ investments, not soliciting clients to invest in
Generation’s various other funds or other investment strategies, nor managing the

investments of those strategies.®> On occasion, if clients wish to discuss Generation’s

3 Prior to 2007, Contributor was involved with the broader Global Equity strategy (a public equity
strategy, and at that time Generation’s sole strategy), but upon the preparation for the launch of
Generation’s first Growth Equity Fund (then called Climate Solutions Fund) in 2007, his work
with the Growth Equity Fund became his sole focus.

i



general investment strategy or sustainability matters or industry trends, Contributor will
provide this information. But Contributor does not recall any communication with any
client with respect to the performance of any of their assets invested in Generation’s
public equity strategies (comprising Global Equity and Asia Equity) and is not an expert
in those areas. Further, Contributor has no direct responsibility for any assets managed
on behalf of Client, for retaining Client, or for supervising employees involved in
soliciting Client.* The agreement with Client required Client and Generation to agree on
certain Generation employces as “Authorized/Key Personnel” who are “authorized to
conduct business on behalf of [Generation] in a decision-making capacity” in connection
with Client’s investments. Given his responsibilities for an entirely separate asset class,
Contributor was not selected by Generation and the Client as an “Authorized/Key
Person.” Moreover, while Client is currently considering investing in a different
Generation strategy, which again is not overseen by Contributor, Contributor has not
been involved in those discussions and Generation does not anticipate him to be listed as
an “Authorized/Key Personnel” with respect to that potential investment or any other.
Given his focus on thé Growth Equity Funds, in which the Client is not invested,
Contributor’s interactions with Client have been limited. Contributor does not recall any

direct involvement with the initial onboarding of Client in 2007 and has not been

* As a member of the Generation Management Committee, Contributor has general oversight for
Generation as a whole, but this does not entail day-to-day supervision of employees. Moreover,
although Contributor serves as Co-President of the San Francisco office, the office location for
certain Generation employees who solicit Client, his position as Co-President does not give him
direct or indirect supervisory authority over these employees. He does not, for example, direct
the activities of these employees, conduct performance reviews for them, or receive reports from
them as to their activities.

12



involved in retaining Client as an investor. Based on a review of the relevant records,
Contributor had involvement in several communications with the Client between 2012
and 2014, before he moved to California, to ask whether the Client would be interested in
investing in Generation’s second Growth Equity Fund (the first fund had already closed
to new investors). The Client declined to pursue the investment in 2014 and, subsequent
to that, Contributor’s Growth Equity Funds were both closed to new investors.
Generation has not launched a new Growth Equity Fund since that time. The Contributor
relates that his practice was to enter all meetings with potential or existing investors in his
calendar, and a review of his calendar and other relevant documents did not reveal any
other communications between the Contributor and any representative of the Clicnt.
Neither the Contributor nor any member of Generation’s investor relations team recalls or
has any record of any other such communications between the Contributor and the Client,
other than occasional remarks to all attendees at conferences and similar events where a
representative of Client may have been among many different interested parties in
attendance.

Nevertheless, in light of his positions on the Management Committee of
Generation UK and as Co-President of Generation’s U.S. office, Generation believes that
the Commission would likely consider Contributor, at all relevant times, an “executive
officer” and therefore a “covered associate” of Applicants.

At the time of the contribution at issue here, in June 2017, Contributor resided in

Ross, California with his wife and two children.
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D. The Adviser’s Pay-to-Play Policies and Procedures

At the time of the Contribution, Generation’s Political Contribution policy (the
“Policy”) prohibited this contribution. The Policy highlighted the Rule, noting that it was
“unlawful” to make contributions to state and local candidates (among others),
emphasized that it applied to all employees and partners, whether they were covered
associates or not, and stated that “to prevent violations” employees and partners “are
strictly prohibited from making political contributions, or soliciting or coordinating
contributions to: (a) a candidate for a U.S. State or local office, or (b) a holder of a U.S.
State or local office who is running for Federal office.” Exhibit A. The Policy stated that
the Compliance Officer may grant an exception in cases were good cause is shown and
the contribution is consistent with law and will not present undue business risk.> The
Contributor did not seek or obtain an exception under this Policy.

Prior to the Contribution, Generation repeatedly informed the Contributor and ail
partners and employees of the Policy’s prohibition on making contributions to state and
local candidates in the United States. The Contributor was notified or reminded of the
policy on at least eight occasions between December 2013 and June 7, 2017, the date of
the Contribution, either as part of a general reminder of Generation’s Code of Ethics or as
a separate specific reminder on political contributions. These notices included three

email reminders in July and August 2016 and Generation’s distribution of an updated

5 This was intended to apply to a highly limited set of contributions in states where Generation
had no actual or expected governmental clients and where a personnel member had a particular
affinity with the state concerned. In such cases, it was felt unreasonable to limit the employee or
partner’s personal political activity when there was no reasonable prospect of infringement of the
pay-to-play rules.

14



copy of its revised Policy on September 8,2016. One of the recent emails to the
Contributor even specifically warned against making contributions to California
candidates.

In addition to these reminders, since at least 2012, Generation required
Contributor and all other employees and partners to complete an annual certification
attesting that the individual had read and understood the Generation Compliance Manual,
which discussed Generation’s prohibition on political contributions, and undertook to
abide by all Generation policies. As of the date of the Contribution, Contributor had
completed at least six such certifications. Also, in 2016 and 2017, Contributor (like all
partners and employees) was required to complete a separate annual certification called
«Annual Certification—Political Contributions.” Contributor completed both annual
certifications. In fact, on May 30, 2017, Contributor submitted his most recent

certification that included the following responses:



l Annual Political Contributions Attestatioﬂ

1 confirm that I have received a copy of, read and und d the y of section 206(4)-5 of the Investmant Advisers
Act of 1940 15 U.S.C, Rule 2.3 of the Conduct of Bus! Sourcebook published by the Financia) Conduct Authority
attached at Annex A hereto.

frazee . ]

I confirm that I have read and understand section 19.5 of the Generation Investment Management LLP Global Compllance
Manual concerning Political Contributions and Public Ofﬂce (for UK- based Partners & Employees) and the titled section
Political Contributions and Public Office of the G ti t Manag t US LLP US Code of Ethics (for US-
based Partneys & Emplnyees)

banee

1 confirm that I have nat provided a political contribution to an elected official or candidate of a U.S. State or local office
or U.S. State or local candidate running for Federal office, or any other political organizations that would benefit those
candidates in the preceding twenty four (24) month perlod, »p

I! bave not provided a poliical conttibution par the above

I undertake not to provide any pofitical , elther directly or indirectly, to an elected officlal or candidate of a
U.S. State or local office or U.S, State or local candidate running for Federa! office, or any other political organizations that
would benefit those candidates.

amse |

1 acknowledge that I may provide political contributions to a National Pofitical Party or a Federal candidate pursuing
Fedeml ofﬂce only lf su:h Fedaral didate Is not pr tly holding office in a U.S. State or local government entity.

, Attestation Statement |

Check to acoept signature

Attestation Statement:

1 have read and understood the questionnaire and attest that I have answered in a truthil manner.  acknowledge and agree that any breach of
the enclosed declarations may cause signifi financia!l harm to andt woukd be a breach of my terms of employment/partnership and

consequently, may result in, among other things the termination of my contract,

See Exhibit B.

Despite the multiple reminders he had received and his certifications (including
one only a week before the Contribution) that he had not provided a political contribution
1o a state candidate in the preceding 24 months and that he would not, in the future, make
a contribution to a state candidate, the Contributor made the Contribution described
below in clear violation of Generation’s Policy and his immediately preceding

declaration. As further described below, Contributor considered the Contribution in its
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social context at the time and has stated that he simply forgot about the Policy in this
circumstance, notwithstanding the recent reminder.

E. The Official

The contribution in question was made to “Newsom for California—Governor
2018,” the campaign committee for Gavin Newsom’s California gubernatorial campaign.
The gubernatorial election will include a primary on June 5, 2018 and a general election
on November 6, 2018. The new Governor will not assume office until January 7, 2019.
Mr. Newsom (the “Official”) is currently Lieutenant Governor of the State of California.
Although the California Lieutenant Governor is not responsible for and cannot influence
the outcome of the hiring of an investment adviser by the Client and does not have
authority to appoint such a person, the Governor has appointment authority (subject to
Senate confirmation) with respect to five members of Client’s twelve-member board and
also appoints the Director of Finance, who sits ex officio on the Client’s board. Any
candidate for Governor is therefore presumably an “official” within the meaning of the
Rule.

‘The Governor, however, does not appoint a slate of board members upon
assuming office. Rather, the appointment power arises only when an existing board
member either steps down or completes his or her four-year term. Under California law,
the Governor is not authorized to remove at will a sitting CalSTRS board member with
an unexpired term. See People ex rel. Finlay v. Jewett, 6 Cal. 291 (Cal. 1856) (“{W]here
the tenure is defined, then the officer shall hold for his full term.”); ¢f Cal. Gov’t Code

§ 1301 (providing that offices without specified terms are “held at the pleasure of the

17



appointing power”). As a result of the staggered terms of the appointed seats, only a
single appointed seat is expected to be open in January 2019 when the next Governor
takes office.® And the new Governor would not be in a position to have five appointees
sitting on the board until at least 2022,

To the best of Generation’s knowledge, Mr. Newsom is currently unaffiliatcd
with the Client. He has never been a member of the Client’s board, has never had any
authority or influence with respect to the Client’s selection of investment advisers, and
has never had any authority to appoint any person with such authority or influence.

F. The Contribution

On June 3, 2017, the Contributor’s next-door neighbor sent him a text message
inviting him to a fundraising event for Gavin Newsom’s gubernatorial campaign, which
coincided with the next-door neighbor’s birthday. The included contribution form
indicated that, to attend the dinner, a contribution to the Newsom campaign was
requested. Specifically, the form set out three levels of “Suggested Contribution” as
follows: Cocktails - $1,000; Dinner - $5,000; and Co-Host $25,000. Contributor and his
wife were socially acquainted with Mr. and Mrs. Newsom because two of Mr. Newsom’s
children and two of the Contributor’s children were, at the time, in the same classes at
their local primary school. The Contributor completed the contribution form, and on

June 7, 2017 (the “Contribution Date”), made the minimum suggested contribution for

¢ One appointee’s term ended at the end of 2017. Assuming an appointment is made for this
position in 2018, that person’s term will end on December 31, 2021. The terms for three
additional appointees end on December 31, 2019, which means that the next Governor will nced
to wait for a year to fill those seats. Only one of the current appointees has a term ending on
December 31, 2018,

18



dinner of $5,000 as a personal contribution via debit card to “Newsom for California—
Governor 2018 (the “Contribution”). The Contributor does not recall having ever
previously made — or since made — a political contribution at the federal, state, or local
level and Generation’s review of the Federal Election Commission databasc and targeted
state databases confirmed that conclusion.

The $5,000 contribution was one-fifth of the highest-level requested on the
contribution form and approximately 17 percent of the California maximum $29,200 per
election limit on individual contributions to candidates for Governor. See Cal. Fair
Political Practices Comm’n, 2017-2018 Contribution Limits to State Candidates Per
Election, http://www.fppc.ca.gov/learn/campaign-rules/state-contribution-limits.html.
The Contributor attended the fundraising dinner on June 8,2017. He did not otherwise
solicit or coordinate contributions for Mr. Newsom’s campaign. Nor, to the best of his
recollection, did he tell anyone at Generation that he had made the Contribution.”

The Contribution was not related to Generation’s business generally nor to its
investment contract with the Client specifically. Nor, as discussed above, did Contributor
have any role with respect to Client’s investments. As discussed below, the Contributor
received a full refund from the Newsom campaign on December 8, 2017, after a request

by counsel.

7 On the day of the event, Contributor informed another Generation officer that he would be
attending a small dinner with Gavin Newsom and asked for the Generation officer’s views on Mr.
Newsom, but did not tell the officer that the dinner was a fundraising event or that he had made a
contribution to the Newsom campaign. After the dinner, the Contributor suggested Mr. Newsom
and the Generation officer (who were acquainted with one another through a prior common
employer) get back in touch, but again did not inform the Generation officer of the fundraising
nature of the dinner. Neither Mr. Newsom nor the officer followed up on that suggestion.
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G. The Client’s Investments with Advisers

Generation US first entered into an investment management agreement with
Client in 2007. The investments were all made in 2007 and 2008, almost a decade before
the Contribution Date and long before the Official would take office, should he win the
2018 primary and general elections. The Client has not materially increased its assets
under management by the Adviser or otherwise initiated new mandates or opened new
accounts since 2008, although Client is currently considering investing in a different
Generation investment strategy that is not managed by Contributor.

Neither Contributor nor anyone whom he supervises was involved in soliciting
Client with respect to any of Client’s business with Applicants or any business currently
being considered by Client. Contributor had no intention to seek, and no action was
taken either by the Contributor or by the Applicants to obtain, any direct or indirect
influence from the Official with respect to this investment or proposed investment.

H. The Advisers’ Discovery of the Error and Response

After making the contribution on June 7, 2017, Contributor failed to inform
Generation of the Contribution, despite being required by the Policy to do so. Generation
instead learned of the Contribution on December 1, 2017, after the Contributor disclosed
it in an interview with a regulatory compliance firm engaged by Generation to complete
its annual “mock audit.” These annual mock audits form a core part of Generation’s
compliance program. The regulatory compliance firm reported the Contribution to
Generation on the same day, Friday, December 1, 2017. That day, Generation engaged

outside counsel and immediately began investigating the matter.
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Upon Generation’s discovery of the Contribution, the Contributor complied with
Generation's request that he seek an immediate refund of the Contribution. The request
for a refund occurred through counsel on the business day after Generation learned of the
Contribution. The candidate’s campaign issued and mailed a refund check to Contributor
on Monday, December 4, 2017 and that check was received and deposited in |
Contributor’s bank account on December 8, 2017.

Following discovery of the Contribution, Generation commissioned a campaign
finance database search in each of the jurisdictions in which Generation has, since 2011,
managed public investments. The search reviewed each of these databases for any
contributions by any Generation partner or employee that may be considered a covered
associate from 2011 to December 2017. The database review did not identify any other
contributions that may violate the Rule.

Since its discovery of the Contribution, Generation has also updated the Policy
and re-distributed it to all partners and employees and other personnel. In addition,
Generation has also updated its procedures to mandate annual live or video-conference
training on the Policy, to increase the frequency of the internal compliance certifications
from annually to quarterly, and to increase the frequency of campaign finance database
reviews from annually to quarterly.

Generation has placed in escrow, and will continue to place in escrow, all
compensation received from the Client (whether under the current agreement or any
future agreements) from the Contribution Date until the earlier of the resolution of this

exemption application or June 7, 2019, two years from the Contribution Date.
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Generation is also in the process of taking appropriate, proportionate disciplinary action
with respect to the Contributor.

IV.  STANDARD FOR GRANTING AN EXEMPTION

In determining whether to grant an exemption, Rule 206(4)-5(¢) provides that the
Commission will consider, among other factors:

(1) Whether the exemption is necessary or appropriate in the public interest and
consistent with the protection of investors and the purposes fairly intended by the policy
and provisions of the Act;

(2) Whether the investment adviser:

(i) before the contribution resulting in the prohibition was made, adopted
and implemented policies and procedures reasonably designed to prevent
violations of the Rule;

(i) prior to or at the time the contribution which resulted in such
prohibition was made, had no actual knowledge of the contribution; and

(iii) after learning of the contribution:

(a) has taken all available steps to cause the contributor involved in

making the contribution which resulted in such prohibition to obtain a

return of the contribution; and

(b) has taken such other remedial or preventive measures as may

be appropriate under the circumstances;
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on December 1, 2017 through a compliance audit, a full refund was promptly sought and
was obtained on December 8, 2017.

Given the nature of the Contribution, and the lack of any evidence that the
Advisers or the Contributor intended to, or actually did, interfere with the Client’s merit-
based process for the selection or retention of investment advisers, the Client’s interests
are best served by allowing the Advisers and their Client to continue their relationship
uninterrupted. Causing the Advisers to serve without compensation for a two-year period
would result in a financial loss potentially hundreds or thousands of times the amount of
the Contribution. The policy underlying the Rule is served by ensuring that no improper
influence is exercised over investment decisions by governmental entities as a result of
campaign contributions and not by withholding compensation as a result of unintentional
violations.

The other factors suggested for the Commission’s consideration in Rule 206(4)-
5(e) similarly weigh in favor of granting an exemption to avoid consequences
disproportionate to the violation.

A. Public Interest and the Rule’s Purpose

Rule 206(4)-5 is a prophylactic rule designed to guard against corruption of the
process by which investment advisers are selected to advise government entities in the
management of assets. See Political Contributions by Certain Investment Advisers, 75
Fed. Reg. 41017, 41022 (July 14,2010) (“SEC Final Rule”) (codified at 17 C.F.R. pt.
275). The quintessential example of the harm the Rule seeks to prevent is an investment

adviser whose covered associate, in an attempt to obtain business, makes a contribution
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to a government official who then rewards the contributor by selecting the investment
adviser instead of a better-qualified, lower-cost adviser, to the financial detriment of the
beneficiaries of those assets. See id. at 41022-23.

To protect against such corruption, the Rule prohibits the provision of investment
advisory services to a government entity for compensation for two years following a
contribution by a covered associate to an “official” of that government entity. 17 C.F.R.
§ 275.206(4)-5(a)(1). The Commission intended for the Rule to be “strong medicine” to
“curb[] participation in pay to play.” See SEC Final Rule at 41027.

Accordingly, the Rule is extremely broad in scope and it is not finely tailored to
exclude contributions made based on personal political ideology, in the exercise of First
Amendment rights, or based purely on personal or familial relationships. It is
prophylactic in nature and can be violated as a result of circumstances wholly unrelated
to the harm the Rule was designed to prevent.

The consequences of strict application of the Rule can be severe. Therc is
potential to disrupt the relationship between a client and the investment adviser it selected
through a merit-based, and generally time-consuming, selection process, as well as the
potential to compel the adviser to provide uncompensated advisory services. Despite the
best efforts of an adviser, a covered associate’s unintentional violation of the adviser’s
internal policies could cause the adviser to suffer a financial loss many thousands of
times greater than the value of the contribution. This severe penalty could apply even
where the adviser was completely unaware of the contribution, thc adviser had adopted

robust policies and procedures to prevent such contributions, the contribution was
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promptly refunded upon detection and before the election at issue, and the contribution
was made for personal reasons.

Recognizing that a strict and inflexible application of the Rule could lead to harsh
and unwarranted results, and intrude upon core rights to free speech, the Commission
established a formal process for seeking an exemption when “imposition of the
prohibition is unnecessary to achieve the [R]ule’s intended purpose.” Id. at 41049, The
exemption process is an essential safety valve permitting the Commission to grant relief
to an investment adviser when the circumstances of a contribution potentially made in
violation of the Rule are not related to the harm the Rule seeks to prevent.

Generation respectfully submits that the Contribution at issue in this Application
occurred under precisely the circumstances for which the exemption process was
designed. Here, an exemption from the two-year prohibition on compensation is
necessary and appropriate, in the public interest, and consistent with the protection of
investors and the purposes fairly intended by the policy and provisions of the Act.

The Contribution was not intended to, and did not, influence the award of
investment advisory business, the harm against which the Rule is designed to protect.
The Client’s initial investment with Generation pre-dates the Contribution by more than a
decade and the Client has not made additional investments since 2008. To the best of
Generation’s knowledge, the Contributor has had no contact with the Client or its
representatives with respect to Client’s existing investment in the Global Equity strategy
or the prospective Client investment in another strategy. The Contribution was both

unknown to and unconnected with Generation, and instead made in response to an initial
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solicitation by a personal friend and next-door neighbor of Contributor, to the campaign
of a candidate with whom Contributor’s family had a personal relationship through their
children’s school. To be the best of Contributor’s recollection, prior to the Contribution,
he had only ever met Mr. Newsom at school-related functions.

Moreover, Mr. Newsom currently has no influence over Client’s decision-making
or ability to appoint individuals to Client’s board. Even if Mr. Newsom wins the primary
election in June and the general election in November 2018, he would have only an
attenuated and remote ability to influence the Client’s investment decisions through the
commencement of periodic authority to appoint (subject to Senate confirmation) a non-
controlling number of individuals to the Client’s board following the expiration of the
terms of existing appointees. And Mr. Newsom would not even be able to exercisc that
limited appointment authority until January 2019, more than 18 months after the
Contribution was made and more than a year after it was refunded. Given the absence of
a connection between the Contribution and the Client’s investment decisions,
Generation’s lack of knowledge of the Contribution, its Policy’s clear prohibition on such
contributions, the pﬁrely personal basis for the Contribution, and that Generation and the
Contributor did not intend to, and did not, interfere with the Client’s merit-based process
for the selection or retention of investment advisers, the public interest is best served by
issuing an exemption.

An exemption is also consistent with another “purpose[] . . . fairly intended by the
policy,” namely encouraging investment advisers to “develop[] and enforc[e] robust

compliance programs designed to prevent contributions from triggering the two-year time
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out.” 75 Fed. Reg. 41018, 41028 (July 14, 2010). Here, Generation had already adopted
and implemented robust procedures before the Contribution. Indeed, Generation’s
concerns regarding these issues were so great that the procedures it adopted included a
complete prohibition on such contributions, absent a rare exception that required approval
from the compliance officer. Generation frequently reminded covered associates of the
restriction and, indeed, reminded Contributor at least eight times. Generation even
required the Contributor to certify in writing that he would not make future political
contributions to state candidates and Contributor made one such certification just a week
before he made the Contribution. Generation also adopted a routine compliance program
which, inter alia, was designed to and did, identify breaches of its procedures. Causing
Generation to forfeit compensation for the two-year period subsequent to a Contribution
it did everything reasonably in its power to prevent could result in a financial loss that is
thousands of times the amount of the Contribution, a consequence disproportionate to the
harm the Rule was intended to prevent. The policy underlying the Rule is served by
ensuring that no improper influence is exercised over investment decisions by
government entities as a result of campaign contributions, and not by compelling
disgorgement of compensation as a result of an inadvertent violation by a partner of an
adviser, where the adviser had in place a robust “pay-to-play” compliance policy.

B. Policies and Procedures before the Contribution

Prior to the Contribution, Generation had already adopted and implemented
robust “pay-to-play” compliance policies that, if followed by the Contributor, would have

prohibited the Contribution. Since 2011, Generation has required all partners and
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compliance with its policies, including its political contribution policies and procedures.
That review successfully identified the Contribution within six months.

Generation’s policies and procedures appear to have otherwise successfully
prevented violations of the Rule. Other than the Contribution described herein,
Generation’s recent review of publicly reported political contributions did not identify
any other contribution, since the contribution restrictions in the SEC rule became
effective in 2011, to any covered official of any state or local government entity which
invests assets with, or has invested with, Generation.

C. Actual Knowledge of the Contribution

Generation had no actual knowledge of the contribution until it was identified and
brought to its attention during the compliance verification process on December 1, 2017.
The Contributor has stated that he did not inform anyone at Generation of the
Contribution before or after it was made until he voluntarily disclosed the contribution
during the interview process in connection with Generation’s internal audit, and
Generation’s investigation has found no evidence anyone at Generation knew of the
Contribution prior to its discovery during the internal audit.

D. Adviser’s Response After the Contribution

Upon discovering the Contribution, Generation immediately engaged outside
counsel and took aggressive remedial steps:

¢ Generation asked the Contributor to request a full refund from Mr. Newsom?’s
campaign committee. That request was made through counsel the business day

following Generation’s discovery of the contribution. Contributor received and
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deposited a full refund of his $5,000 contribution within seven days of Generation
learning of the violation.

Generation has placed all compensation earned that is attributable to the Client’s
investments from the Contribution Date to the date of this filing, in escrow, and
all future compensation subject to the two-year ban under the Rule will continue
to be placed in escrow as it accrues pending the outcome of this Application.
Generation’s first focus has been on investigating this matter and preparing this
Application. [t is, however, in the process of taking appropriate, proportionate
disciplinary action with respect to the Contributor.

In connection with making this submission, Generation notified the Client of the
Contribution and provided details of this exemption Application.

Generation has also updated the Policy and re-distributed it by email to all
partners and employees and other personnel. In addition, Generation has updated
its compliance procedures to mandate annual live or video-conference training on
the Policy, to increase the frequency of internal compliance certifications with
respect to the Policy from annually to quarterly, and to increase the frequency of
campaign finance database reviews from annually to quarterly.

A search was undertaken of each of the relevant campaign finance databases for
all contributions from 2011 to present by individuals whom the SEC might
consider to be “covered asséciates." That review did not identify any other

contributions that would trigger the prohibitions in the Rule.
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¢ As an additional remedial measure, even if the exemption is granted, Generation

will not seek or accept investments of Client in Generation’s Growth Equity

Funds, the funds managed by Contributor, for two years following the date of the

Contribution.

E. Status of the Contributor

To the best of Generation’s knowledge based on a diligent review, the Contributor
was not involved in obtaining, managing, or retaining any of the Client’s current or
prospective investments. As described above, and to the best of Generation’s knowledge,
the Contributor (other than remarks to all attendees at conferences and similar events)
had only a few contacts with the Client between 2012 and 2014 related to a fund now
closed to new investors, and those contacts were unrelated to the Client’s current
investment in the Global Equity strategy, which pre-dated those contacts by five years, or
its prospective investment in a different strategy. Rather, Contributor’s primary role at
Generation is to manage the investments of an entirely different fund in which Client
does not invest, the Growth Equity Funds.

F. Timing and Amount of the Contribution

The timing of the Contribution further supports granting an exemption. At the
time of the Contribution, Mr. Newsom could not influence Client’s decisions regarding
the hiring of investment advisers, nor could he appoint someone with this authority. And,
unless he is successful in a highly-competitive primary election and general election later
this year, he may never be in a position to appoint individuals to the CalSTRS Board.

Even if he is successful, the next Governor will not be sworn in and have authority to
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appoint any board members for more than 18 months after the Contribution, and is
unlikely to have appointed all five-gubernatorial appointed members until 2022. The
large gaps in time between the Contribution and commencement of the next Governor’s
appointment authority further reinforce the conclusion that the Contribution was personal
and not intended to influence the Client’s investment decisions.

The amount of the Contribution also counsels in favor of an exemption. The
Contribution was the minimum needed to attend the dinner, and was one-fifth of the
maximum $25,000 amount requested on the invitation. It was also only a fraction ol the
$29,200 amount an individual could contribute to Mr. Newsom under California law. See
Cal. Gov’t Code § 85301(c) (320,000 limit); id. § 83124 (adjusting for inflation). The
Contribution was also a relatively small sum when compared to the total contributions
amassed by Mr. Newsom: from January 1, 2017 to June 30, 2017, the Newsom campaign
raised over $5.3 million, ending the reporting period with over $13 million in cash-on-
hand. The Contribution therefore represented less than 0.1% of Mr. Newsom’s total
fundraising for the first six-months of 2017, and less than 0.04% of Mr. Newsom’s total
campaign funds as of the date of the Contribution.

G. Nature of the Election and Other Factors and Circumstances

The nature of the election and office sought also support granting an exemption.
Even if Mr. Newsom were to be elected Governor, his connection to the Client’s
investment decisions would be remote and attenuated. The individual primarily
responsible for making decisions with respect to Client’s hiring of investment advisers is

the Client’s Chief Investment Officer, who is not appointed by the Governor. See
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“Executive Staff,” CalSTRS, available at https://www.calstrs.com/executive-staff. While
the CalSTRS Board has overall responsibility with respect to the Client’s investments,
see Cal. Educ. Code § 22201(a), the Governor does not sit on the Board. See id. §
22200(a). And because the Governor directly appoints only five of the twelve Board
members (and indirectly appoints another, the California Director of Finance, who sits ex
officio), the Governor’s appointees do not occupy a majority of the seats on the Client’s
Board. See id. § 22200(a)(4) (providing that the Director of Finance—appointed by the
governor—sits on the Board); § 22200(a)(6) (providing that five additional members are
appointed by the Governor). All other members are independently elected, see id. §
22000(a)(1)-(3), or elected by the participants in CalSTRS plans. Id. § 22200(a)(5).

H. Contributor’s Intent or Motive In Making the Contribution

The Contributor’s intent and motive in making the Contribution derived solely
from personal and family relations and was unrelated to the Client or Generation’s
business interests. The Contributor did not have responsibility for the Client’s
investments and made his Contribution purely in response to his next-door neighbor’s
request that he attend the event. The Contributor was acquainted with Mr. Newsom and
his family only through their children’s school and decided to make the Contribution and
attend the dinner, forgetting about Generation’s internal Policy in this circumstance. The
absence of any business-related intent weighs strongly in favor of an exemption.

I. Precedent

The Applicants note that the Commission has granted exemptions similar to that

requested herein with respect to relief from Section 206A of the Act and Rule 206(4)-5(e)

34



in PNC Capital Advisors LLC, File No. 803-00241, Investment Advisors Act Release
Nos. 1A-4825 (Dec. 8, 2017) (notice), and 1A-4838 (order) (Jan. 3, 2018); Stephens Inc.,
File No. 803-00238, Investment Advisors Act Release Nos. [A-4797 (Oct. 18, 2017)
(notice), and 1A-4810 (Nov. 14, 2017) (order); Brown Advisory LLC, File No. 803-00229,
Investment Advisors Act Release Nos. IA-4605 (Jan. 10, 2017) (notice), and [A-4642
(Feb. 7, 2017) (order); Angelo, Gordon, & Co., L.P., File No. 803-00227, Investment
Advisors Act Release Nos. 1A-4418 (June 10, 2016) (notice), and [1A-4444 (July 6, 2016)
(order); Fidelity Management & Research Company & FMR Co., Inc., File No. 803-
00225, Investment Advisers Act Release Nos. 1A-4220 (Oct. 8, 2015) (notice), and IA-
4254 (Nov. 3, 2015) (order); Starwood Capital Group Management LLC, File No. 803-
00223, Investment Advisers Act Release Nos. 1A-4182 (Aug. 26, 2015) (notice), and 1A-
4203 (Sept. 22, 2015) (order); Crescent Capital Group, LP, File No. 803-00219,
Investment Advisers Act Release Nos. [A-4140 (July 14, 2015) (notice), and 1A-4172
(Aug. 14, 2015) (order); T. Rowe Price Associates. Inc. and T. Rowe Price International
Ltd., File No. 803-00224, Investment Advisers Act Release Nos. 1A-4046 (Mar. 12,
2015) (notice), and 1A-4058 (Apr. 8, 2015) (order); Crestview Advisers, LLC, File No.
803-00217, Investment Advisers Act Release Nos. 1A-3987 (Dec. 19, 2014) (notice), and
[A-3997 (Jan. 14, 2015) (order); Ares Real Estate Management Holdings, LLC, F ile No.
803-00221, Investment Advisers Act Release Nos. 1A-3957 (Oct. 22, 2014) (notice), and
1A-3969 (Nov. 18, 2014) (order); and Davidson Kempner Capital Management LLC, File
No. 803-00215, Investment Advisers Act Release Nos. [A-3693 (Oct. 17, 2013) (notice),

and 1A-3715 (Nov. 13, 2013) (order).
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As described above, the Commission looks to a variety of factors when
considering whether to provide exemptive relief. The facts and representations made in
this Application and Granted Applications as to these enumerated factors are
substantially similar and Commission precedent therefore weighs heavily in favor of
granting the Application. Indeed, the circumstances presented here offer a stronger basis
for exemption than existed in several of the cases in which the Commission previously
granted‘exemptions. Moreover, the facts here are entirely unlike those present in cases
where exemption applications were effectively denied.’

First, an exemption in this case is plainly in the public interest and consistent with
the protection of investors and the policy of the Act. The Client’s investment contract
with Generation began more than ten years before Contributor made the Contribution,
and at no point during that period was the Contributor involved in the management of
Client’s investments. To the best of Generation’s knowledge, Contributor has never met
with Client’s representatives concerning those investments and has had no involvement
in the current discussions with CalSTRS about an additional investment in a strategy not
managed by Contributor. In fact, Contributor has not been involved, directly or
indirectly, in discussions with Client over prospective investments since Client declined
to invest in a now-closed fund in 2014. Moreover, because Generation took numerous
preventative and remedial steps to avoid, detect, and reverse prohibited contributions

before they could affect Client’s investment decisions, the public interest would not be
Y

% See TL Ventures, Inc., File No. 803-00218 (Sept. 17, 2013) (application), and Investment
Advisers Act Release No. IA-3859 (June 20, 2014) (cease and desist order entered prior to
withdrawal of application).

36



LE

‘(D711 K10SIAPY UMOIE],, 19YBUIIAY)

(10p10) (L10Z ‘L "92:) T¥op-VI Pue (3d110) (£10T ‘01 "uef) SO9-VI "SON 3SeIY W0V SIOSIAPY
waunsaAuj ‘(uonedrdde papusure) (910T ‘7Z “AON) 67200-£08 "ON 3lid D77 Aosiapy umodg
“( S40s1apy (ondo) DN, 19yeuIaIay) (8107 ‘¢ ‘uef)

(19p10) €81~V Pue ‘(90110u) (£ 10T ‘8 "93Q) STSH-V] 'SON ISBIIIY 1Y SIOSIAPY JUSUNSIAU]
(uoneoijdde papuswe) (£10Z ‘01 1°0) 1¥Z00-€08 "ON 314 ‘D77 s4ostapy [o11dv) ONd |,

‘asue pjnom uonejola Aejd-o3-Aed e JO YSU [eIaIEW OU 2J3YM pUB IO aouelduio)
aip Aq Sunum ug paaosdde aroym saseo ares uj suondsoxa sjuuad Adyjod ayy ‘A0qE PIOU SV

‘pareajo-a1d a19m A3y3 J1 SUOTINGLIUO [200] pue 31e1s payuiad satoijod s Josiape

JUDUISOAUI 3Y Q1OYM ‘PUBIAIBA] JO JOUISAOD) Bupis 34} 01 USALS UOHNQLILOD 0001 $

® 10} uondwioxa ue pajueid [Juadal os|e UOISSIWWOo) 3yl 4,077 A40s1apY umoag uj

“pa1ea|d-o1d uaaq pey| ey} SaepIpuUEDd [B90] puk 91elS 01 SUOUINGINU0D paniwad sarorjod

§ JOSIAP® JUGUNSIAUL 3} 15y ‘01 JO JowdAod Supts oy jo udredures [enuapisaad

s} 0] uonNGLIU0d (O(*[§ € 10) uondiwoxs ue pajuess uoisswWo) Y3 4,77

s4081apy [ondp) INJ Ui 1eak sy isnf ‘ojdwexa 10, “3oueIesd-a1d 1y3nos J0InqLuod

ay) papiaoid ‘sajepipued [B30] pue 2]8)s 03 SUOHNQLIU0D paniwad JOSIAPE JUSWISIAU]

oy} ‘uondwoxe Ue pajuRI3 SeY UOISSILIWIOY) SY) 213YM SISED I3YIO [[B Apesu u] "sQVd pue

sarued [BO0] puB 91E}S 0] SUOHINGLITUIOD JO 9dUEIEa|d-a1d saiinbal pue °,soepipued "§'( 03

SUONNQLIUOD [830] PUE 3jE)s UO UBq JYSLIN0 Ue sapnjoul A01]0d S, uoHeIdU3D ‘uonduwexa

ue pajueId UOISSIULOY) Y} 19YMm SISED Joyl0 ut doefd ul saiorjod sy ueyy Jud3uLs

atow Apueonyiudis seam A1j04 18y ], ‘uonnquuo) ay; 01 Jolid aoe]d u1 Aotjod souei[dwod
uolNQLIUOO [B911]0d PUEISIOPUN-01-ASES PUE ISNQOI B PBY UOHBIDUID PU0I2g

‘wogpa19y) Surauep swiey ferjudjed Aue o

uonnqLIuoY) yj 03 euoitodoidsip Ajsso13 UOLYSE] & Ul UOIIEISURD Suizijeuad asimIaylo

10 ‘sJ89K Om1 10 JUSI[D woly uolesuadiuod FulAladal WOl) UOHEISUDD Sunieq Aq paAIas



Likewise, in Davidson Kempner'3, the Commission granted an exemption for a $2,500
contribution to the U.S. Senate campaign of a sitting state treasurer, where the investment
advisor’s policies allowed employees to make contributions that had been pre-cleared.
Generation’s policies, in contrast, were more restrictive and easier to understand and
remember. By design, they established a bright line that prohibits contributions to state
and local candidates altogether.

Perhaps more significantly, Generation’s periodic compliance audits ensured this
contribution was discovered quickly, less than six months after it was made. By contrast,
the Commission has granted exemptions in other cases where the prohibited contribution
was discovered a year or more after it was made. See PNC Capital Advisors
(contribution to presidential campaign of sitting governor discovered 10 months after it
was made); Brown Advisory LLC (contribution to incumbent governor discovered 17
months after it was made); Angelo, Gordon, & Co., L.P.'* (contribution to gubernatorial
candidate discovered 11 months after it was made); Crestview'S (contribution to

presidential campaign of sitting governor discovered 16 months after it was made); T.

** Davidson Kempner Capital Management LLC, File No. 803-00215 (July 25, 2013) (amended
application), Investment Advisers Act Release Nos. 1A-3693 (Oct. 17, 2013) (notice), and IA-
3715 (Nov. 13, 2013) (order) (hereinafter “Davidson Kempner”).

4 Angelo, Gordon, & Co., L.P., File No. 803-00227 (May 22, 2016) (second amended
application), Investment Advisors Act Release Nos. 1A-4418 (June 10, 2016) (notice), and IA-
4444 (July 6, 2016) (order) (hereinafter “Angelo, Gordon™).

15 Crestview Advisers, LLC, File No. 803-00217 (Nov. 13, 2014) (third amended application),
Investment Advisers Act Release Nos. IA-3987 (Dec. 19, 2014) (notice), and 1A-3997 (Jan. 14,
2015) (order) (hereinafter “Crestview”).
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Rowe Price'® (contribution to incumbent governor’s recall defense discovered over two
years after it was made). Generation’s annual campaign finance database searches to
identify whether contributions were made in violation of its policy were, in fact, as
frequent or more frequent than many of the other cases in which the Commission granted
an exemption. See Stephens, Inc. (annual review); Brookfield (advisers conducted
“periodic” reviews); Brown Advisory LLC (same); T. Rowe Price (contribution was
discovered during the development of a periodic review program); Davidson Kempner
(searches conducted with unspecified frequency); Angelo, Gordon, & Co., L.P. (same).

Additionally, Gencration required annual certifications of compliance with the
Policy, a policy requirement shared by many applicants that received exemptions. See
Brown Advisory LLC (annual certification); 4ngelo, Gordon, & Co., L.P. (same);
Brookfield (same); Fidelity (same); Starwood (same); T. Rowe Price (same); Crestview
(same); Ares (same); Davidson Kempner (same). As described, the Contributor
completed one such certification just days before making the Contribution.

The remedial steps taken by Generation immediately upon discovery of the
Contribution were also taken in a more aggressive timeframe than the timeframe in which
remedial steps were taken in cases in which the Commission has previously granted
exemptions. Generation asked the Contributor to request a full refund from Mr.
Newsom’s campaign committee the next business day following Generation’s discovery

of the Contribution. The Contributor received and deposited a full refund of the

16 T Rowe Price Associates, Inc. and T. Rowe Price International Ltd., File No. 803-00224 (Oct.
29, 2014) (amended application), Investment Advisers Act Release Nos. IA-4046 (Mar. 12, 2015)
(notice), and TA-4058 (Apr. 8, 2015) (order) (hereinafter “T. Rowe Price”).
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Contribution within seven days of Generation learning of the violation. In other cases,
the Commission has granted exemptions where the refund was not received until more
than a month after the violation was discovered. See, e.g., PNC Capital Advisors (refund
not received for more than two-and-a-half months after violation was discovered); Brown
Advisory LLC (refund not received for nearly five weeks); Angelo, Gordon, & Co. L.P.
(refund not received for three weeks).

Further, in addition to updating and redistributing the Policy to all personnel,
Generation has also updated its compliance procedures to mandate annual live or video-
conference training on the Policy, something not mentioned in several granted exemption
applications. See, e.g., Stephens, Inc. (not mentioned); Brown Advisory, LLC (same);
Angelo Gordon & Co, L.P. (same); Brookfield (same); Starwood (same); Crescent
(same); Crestview (same); Ares (same); Davidson Kempner (same) . It has also revised
its procedures to increase, from annually to quarterly, the frequency of (i) internal
certifications that require all personnel to agree to comply with the Policy and (ii)
campaign finance database reviews. We believe this exceeds the compliance program
revisions adopted in several other granted exemptions. See, e.g., Stephens, Inc. (annual
audit); Brown Advisory, LLC (annual certifications and “periodic” reviews); Brootkfield
(same); T. Rowe Price (same); Davidson Kempner (annual certifications and searches
conducted with unspecified frequency); Angelo, Gordon, & Co., L.P. (same).

Moreover, Generation has placed all compensation after the Contribution Date
attributable to the client’s investments in escrow. Fees impacted by the two year-

compensation ban will be deposited into the escrow account as they accrue, pending the
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(granting exemption for $2,500); Starwood Capital'® (granting exemption for $1,000
contribution); Crescent Capital?® (granting exemption for $1,000 contribution). Indeed,
in Davidson Kempner, the first exemption application granted by the Commission, the
Commission approved an exemption where the contributor and his wife made a combined
$5,000 contribution—$2,500 each—to the U.S. Senate campaign of the sitting state
treasurer of Ohio.?!

The granted exemption in the Davidson Kempner application also involved
contributions that were larger as a percentage of the permissible contribution limits. In
Davidson Kempner, the covered associate made a contribution equal to the maximum
permissible individual contribution to a U.S. Senate candidate at the time, $2,500. See 52
U.S.C. § 30116(a)(1)(A); Fed. Elec. Comm’n, FEC Announces 2011-2012 Campaign
Cycle Contribution Limits, https://www.fec.gov/updates/fec-announces-2011-2012-
campaign-cycle-contribution-limits. In this case, in contrast, the individual contribution
limit for contributions to California gubernatorial candidates was $29,200 per election.

The amount of the Contribution here was therefore equal to only about 17 percent of the

* Starwood Capital Group Management LLC, File No. 803-00223 (J uly 24, 2015) (fourth
amended application), Investment Advisers Act Release Nos. [A-4182 (Aug. 26, 201 5) (notice),
and 1A-4203 (Sept. 22, 2015) (order) (hereinafier “Starwood Capital).

0 Crescent Capital Group, LP, File No. 803-00219 (Mar. 12, 2015) (amended application),
Investment Advisers Act Release Nos. [A-4140 (July 14, 2015) (notice), and 1A-4172 (Aug. 14,
2015) (order) (hereinafter “Crescent Capital™).

2 Although the Rule does not ordinarily apply to spouses or other family members, see 17 C.F.R.
§ 275.206(4)-5, contributions from “family members” can be prohibited if the facts suggest that
the contribution was an indirect act “which, if done directly, would violate the rule.” See SEC,
Release No. 1A-3043; File No. $7-1809, “Political Contributions by Certain Investment
Advisers” at 96.
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permissible California limit, a substantially lower percentage than the contribution at
issue in the Davidson Kempner application. See Cal. Gov’t Code §85301(c) (pr‘oviding
limits on contributions to candidates for governor); Cal. Fair Political Practices Comm’n,
State Contribution Limits, at 2, available at http:/fwww.fppc.ca.gov/content/dam/fppc/
NS-Documents/TAD/Campaign%20Manuals/Manual_4/Manual_4_Ch_5_State_
Contribution_Limits.pdf (setting inflation-adjusted contribution limits to candidates for
governor). While none of this diminishes the significance of the Contribution as a
violation of Generation’s Policy, it does help underscore the personal motive of the
Contribution; if Contributor had desired to curry favor with the Candidate for business-
related reasons, his contribution could have been significantly more substantial.

The Contribution was also significantly less valuable to the candidate than
contributions in other cases in which the Commission has granted an exemption.
In Brown Advisory LLC, the Commission granted an exemption where the contributor
made a $1,000 contribution in 2015 to the sitting Governor of Maryland. According to
the Maryland campaign finance database, Governor Hogan raised nearly $1.1 million
during the full annual reporting period during which the contribution was made. Thus,
the contribution at issue in Brown Advisory constituted approximately 0.1 percent of the
candidate’s total receipts during the annual reporting period. By contrast, in this casc the
Contributor’s $5,000 Contribution constituted a substantially smaller percentage of the
candidate’s receipts. According to the California campaign finance database, Mr.
Newsom raised over $5.3 million during the six-month reporting period during which the

Contribution was made. The Contribution therefore constituted less than 0.1 percent of
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the Newsom campaign’s contributions during the semi-annual reporting period—the
same proportion the Commission accepted in Brown Advisory for the entire year. The
now-refunded $5,000 contribution also accounted for less than 0.04 percent of Mr.
Newsom’s total cash on hand at the end of the June 30, 2017 reporting cycle.
Accordingly, the Contribution was significantly smaller as a proportion of the
contribution limits, candidate receipts, and cash-on-hand than at least one other case
where the Commission granted an exemption.

The timing of the Contribution illustrates that it had no impact on the Client’s
decision-making. At the time of the contribution, Mr. Newsom was not responsible for
and could not influence the outcome of the Client’s hiring of an investment adviser, nor
could he appoint someone with this authority. Rather, he was seeking his party’s
nomination for governor of California in a competitive primary election. As of July 31,
2017, a little over a month after the Contribution, at least seven other candidates had
announced or were considering running as candidates in the primary, with four more
potential candidates considered “longshots.” See Phil Willon, California’s next governor:
Who’s running, who’s on the fence?, L.4. Times, July 31, 2017,
http://www latimes.com/politics/la-pol-ca-california-governor-list-20 18-htmistory.html.
The contribution was made to only one of these twelve potential candidates, almost a full
year before a single ballot will be cast in the Democratic primary, and nearly 18 months
before a new governor would be in a position to begin to appoint any individuals to the

Client’s Board.
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The Commission has granted exemptions for contributions made much closer to
elections, and to officials who were already in positions to influence the investment
decisions of the covered entities. See, e.g., Stephens, Inc. (exemption granted for a
contribution made to a successful candidate for Little Rock, Arkansas Board of Directors
three weeks before the 2016 election); Brown Advisory (exemption granted for a
contribution to the campaign of the governor-elect of Maryland just days before he was
sworn in); Davidson Kempner (exemption granted for contribution by investment
advisor, and his spouse, for contribution to incumbent state treasurer’s U.S. Senate
campaign); Crestview (exemption granted for contribution to incumbent governor’s
presidential campaign). Here, while Mr. Newsom is a covered official by virtue of his
candidacy for governor, he is still far from having the ability to appoint any individuals to
Client’s board as governor. Unlike other cases where candidates were sitting officials
with responsibility for government investments, or about to assume office into such a
position, Mr. Newsom needs to win both a crowded primary and a general election and
be sworn in before he would begin to have this appointment authority.

Fourth, even if he were to win, Mr. Newsom’s influence over Client’s investment
decisions would be much more remote and indirect than the influence exerted by
recipient candidates in cases in which the Commission has granted an exemption. In
practice, Client’s investments are decided by its full-time Chief Investment Officer, not
the Governor. See CalSTRS, Christopher J. Ailman, Chief Investment Officer
(explaining that the C10 “oversees an investment portfolio valued at $221.7 billion™); see

also CalSTRS, Invest. Mgmt. Pol’y & Invest. Plan at A-12-A-13 (describing investment
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authorities delegated to the Chief Investment Officer by the Board). Moreover, the
Governor does not sit on the Client’s Board which has legal responsibility for CalSTRS
investments. And even the Governor’s indirect ability to influence Client’s decision-
making via his appointment power is attenuated. The Governor directly appoints only
five of the twelve Client Board members and indirectly appoints another (the California
Director of Finance, who sits ex officio), meaning that the Governor’s appointees do not
occupy a majority of the Client’s Board. See Cal. Educ. Code § 22200(a)(4) (providing
that the Director of Finance—appointed by the Governor—sits on the Board); §
22200(a)(6) (providing that five additional members are appointed by the Governor).
Further, all of the Governor’s appointments require Senate confirmation (which has
previously refused to confirm Client Board appointments??) and can be made only when
the pre-existing fixed and staggered terms of the previous gubernatorial appointees have
expired. Cal. Educ. Code § 22200(a)(6). Thesc factors all point to the highly attenuated
ability of a gubernatorial candidate to influence the day-to-day investment decisions of
Client.

In many of the exemption applications granted, the candidate’s ability to influence
the client’s investment decisions was much more direct. For example, in Davidson
Kempner, the contribution at issue was made to the sitting state treasurer of Ohio, who
was “responsible for the prudent investment of funds within the [state’s investment]

Portfolio.” Josh Mandel, State Treasurer of Ohio, Statement of Investment Policy (as of

% See Shane Goldmacher, “Senate Rules rejects Schwarzenegger adviser for scat on STRS,”
Capitol Weekly (June 7, 2006), available at http://capitolweekly.net/senate-rules-rejects-
schwarzenegger-adviser-for-seat-on-strs/.
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March 21, 2017), at 4, available at
http://www.tos.ohio.gov/Documents/CMS/2017.03.21 %20State%20Reg%20Acct%20Iny
estment%20Policy%20-%20signed.pdf. In Stephens, the contribution at issue was made
to a candidate for the Little Rock, Arkansas Board of Directors, the elected body directly
responsible for setting city policy. See City of Little Rock, City Manager’s Office,
https://www.littlerock.gov/city-administration/city-managers-ofﬁcc/ (explaining that the
City’s system of government “combines the strong political leadership of elected officials
in the form of a Board of Directors, with the strong managerial experience of an
appointed local government manager™).

Fifth, the circumstances surrounding the Contribution make clear that the
Contribution was made for personal, not business purposes. As described above, the
Contributor’s next-door neighbor invited him to attend the event with Mr. Newsom.
Because the Contributor’s family had a personal relationship with the Newsom family—
their children attended the same primary school and werc classmates at the time—the
Contributor made the contribution and attended the fundraiser. These facts are similar to
Brown Advisory, where the contributor simply attended an event for the candidate
sponsored by a personal friend. See also, e.g., Fidelity (candidate and contributor were
members of the same golf club and routinely socialized)?*; Starwood Capital (candidate
and contributor were former colleagues, neighbors, and personal friends); Stephens, Inc.

(candidate and contributor were “longstanding friend[s]”). That the Commission granted

B Fidelity Management &Research Company & FMR Co., Inc., File No. 803-00225 (Sept. 24,
2015) (second amended application), Investment Advisers Act Release Nos. [A-4220 (Oct. 8,
2015) (notice), and [A-4254 (Nov. 3, 2015) (order) (hereinafter “Fidelity™).
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exemptions in these cases highlights its recognition that the policy behind the Rule is not
well served by imposing sanctions where a contribution was made for a non-business
reason such as personal friendship.

In some cases, the Commission has even granted an exemption where the
contributor failed to articulate a clear personal purpose in making the contribution. In
Brookfield, for example, the Commission granted an exemption where a covered
associate made a contribution to a New York City mayoral candidate even though a New
York City public fund invested in the adviser affer the contribution, opening the door for
an appearance of impropriety.?* See also Ares (exemption granted for contribution to a
successful candidate for governor); Davidson Kempner (exemption granted for
contributions from investment advisor and spouse to sitting state treasurer’s U.S. Senate
campaign).

This case is also easily distinguishable from those where the Commission refused
to grant an exemption. In TL Ventures®, for example, the investment adviser had no
policies or procedures in place to ensure compliance with the Rule; the contributions

were made by the firm’s most senior executive officer, in amounts of $2,000 and $2,500;

% Brookfield Asset Management Private Institutional Capital Adviser US, LLC et al., File No.
803-00222 (Oct. 7, 2015) (amended application), Investment Advisers Act Release Nos. IA-4337
(Feb. 22, 2016) (notice), and 1A-4355 (Mar. 21, 2016) (order) (hereinafter “Brookfield”).

B TL Ventures, Inc., File No. 803-00218 (Sept. 17, 2013) (application), and Investment Advisers
Act Release No. JA-3859 (June 20, 2014) (cease and desist order entered prior to withdrawal of
application)
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and made to a candidate who was the father of primary classmates of the Contributor’s
children. Upon discovery, Generation immediately asked the Contributor to obtain a
refund of the contribution (which the Contributor has received), and has placed all fees
attributable to the Client’s investments since the Contribution Date in escrow, pending
the Commission’s resolution of this exemption application.

In sum, Commission precedent supports a finding that imposition of the two-year
ban on compensation would be inconsistent with the purposes of the Rule.

V. REQUEST FOR ORDER

The Applicants seek an order pursuant to Section 206A of the Act, and Rule
206(4)-5(e), exempting them, to the extent described herein, from the two-year
prohibition on compensation required by Rule 206(4)-5(a)(1) under the Act, to permit the
Applicants to receive compensation for investment advisory services provided to the
Client within the two-year period following the Contribution identified herein to an
official of the government entity described herein by an individual the Commission
would likely consider a covered associate of the Applicants.

Conditions. The Applicants agree that any order of the Commission granting the
requested relief will be subject to the following conditions:

(1) The Contributor will be prohibited from discussing the business of the
Applicants with any “government entity” client for which the Official is an “official,”

each as defined in Rule 206(4)-5(f), until June 7, 2019.

(2) The Contributor will receive a written notification of these conditions and will

provide a quarterly certificate of compliance until June 7, 2019. Copies of the
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. Dated: February 27, 201 8

Respectfully submitted,

Generation Investment Management US LLP

By

22 Klexander Marshall, Esq.
Agent and Designee

Generation [nvestment Mana‘gément LLP

By: .
, Alexander Marshall, Esq.
' General Counsel
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generation__

not entitled to vate at the time of the contribution and which in the aggregate do not exceed $150to any one
official, per election.” NOTE: Generation does not permit partners and employees to utilise this exemption
without the express written consent of the Compllance Officer due to the risk of error, the draconlan
consequences of a breach of the Rule, and the fact that some state and lacal pay-to-play rules do not include a
de minimis exception.

> New covered assoclates exemption -the Political Contribution Rule does not apply to an investment adviser as a
result of a contribution made by a natural person more than six months prior to becoming a covered associate of
the investment adviser unless such person, after becoming a covered associate, solicits clieats on behalf of the
investment adviser.®

> Exception for certain returned contributions - an investment adviser which discovers a political contribution
provided by ane of its covered assaclates in violation of the Palitical Contribution Rule will be excepted from such
prohibition If:°

> The investment adviser discovers the contribution which resulted in the prohibition within four months of the
contribution;

> Such contribution must not have exceeded $350; and

> The contributor returns the contribution within 60 calendar days of discovery of such ¢contribution by the
investment adviser.”®

> Discretionary exemptlon - SEC may exempt an investment adviser whe made a political cantribution in violation of
the SEC's rule from the two-year ban.!*

Contributions to Nationol and state political parties, PACs, and pofitically active not-for-profit organisations.
Employees and Partners wishing to contribute to a natlonal political party (eg., the Democratic Natlona!
Committee and the Republican National Committee), a state political party (e.g., the California Democratic Party or
the Michigan Republican Party), PACs, or certain politically actlve not-for profit organisations {e.g., the Sierra Club
Action Fund or NextGen California Action) must obtain pre-clearance from the Compliance Officer and, if requested
by the Compliance Officer, an assurance letter from the recipient stating that the contribution is not earmarked or
designated ta benefit a state or local candidate. Consequences of breach of polltical contribution rule

> W a political contribution is pravided by Generation or certain of its empioyees and partners to an elected official
or candidate of a U.S. State or local government entity, then:

> it isunlawful for Generation to provide advisory services for compensation to such U.S. State or focal
gavernment entity, including any assedated public pension fund, for a two-year period; and

» if such U.S. State or local government entity, or Its associated public pension fund is an existing Generation
client, then Generatian may be required to disgorge the entirety of its management fee attributable to such
client {induding prejudgment Interest and a potential additional penalty)" since the Political Contribution Rule
expressly provides that an investment advisor cannot provide advisory services for compensation.

7(.2““)-5(le)

85, 2048)- 5002

9 Thks exceniion s subject to the followding: () adMiser thatha d on 18 anmat opdating anendment to Fosm ADV that it hos: (i) toze than 50
emplayeesis entliled to no more than three ﬂcwnomunder m pm. anvd (] 50 or Jewir einployees is entitivd Lo ng more than two excoptions undet Lhis part; and
{b)an svestment adviser may not 1efy on this more tha vthiespect to the sama covcred associate of the invastment adviser
regardiess of the time petiod.

108, 206(4)-5{D}3)

118, 206(4} S{e). For the LC hay dously granted 1efief iom the two year ban when an adviser di da ] |)10mpl unm:hl
efforts, induding {1} returning te tuhmt of the conuibinion; {2) estub¥shing an escrov/ account it whith afl tees &em the publ plans

fuamwr perod; and (3) updating ils pay to- play policies t0 requite covered % o pre-cless al -Mm;\umm ms

(Nowenber 13, 2013}, Advisers Act Red No. 3593 (October 17, 2013)
12See i the Maites of Tt Ventures Inc., AdAsers Act et No. 3859 (1une 20, 2014).
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SCHEDULE 1 - FULL TEXT OF RULE 206{4)-5

206{4)-5 Polltical contributions by certain Investment advisers,

{a) Prohibitions. As ameans reasonably designed to prevent fraudulent, deceptive or manipulative acts, practices, or
courses of business within the meaning of section 206{4) of the Act (15 U.S.C. 80b-6{4)}, it shal! be unlawful:

(1} Forany investment adviser registered {or required ta be registered} with the Commission, or unregistered in
refiance an the exemption available under section 203{b)(3) of the Advisers Act (15 U.5.C. 80b-3{b)(3)). or
that is an exempt reporting adviser, as defined in section 275.203-4{a), to provide investment advisory

X services for compensation to a government entity within two years after a contribution to an offida! of the
i government entity [s made by the investment adviser or any covered assaciate of the investment adviser
. (including a person who becomes a covered assaciate within twe yesrs after the contribution is made); and

{2

=~

Far any investment adviser registered (or required to be registered) with the Commission, or unregistered in
refiance on the exemptlon avallable under section 203{b}{3} of the Advisers Act (15 U.5.C, 80b-3(b}(3), or
that is an exempt reporting adviser, or any of the Investment adviser’s covered assodiates:

(i) To provide or agree to provide, directly or indirectly, payment to any person to salicit a government
entity for investment advisory services on beha!f of such investment adviser unless such person is:

{A) Aregulated person; or

{B) An executive officer, general partner, managing member (o, in each case, a person with a similar
status or function), or employee of the investment adviser; and

(i} To coordinate, or to solicit any person or political action committee to make, any:

(A) Contribution to an official of a government entity to which the investment adviser is providing or

seeking to provide investment advisory services; or
. {B) Payment ta 3 political party af 3 State or locality where the investment adviser is providing or

seeking to provide investment advisory services to a gavernment entity.

(&

-~

Exceptions—(1) De minimis exception. Paragraph (a){1) of this section does not apply to contributions made by a
covered assadiate, if a natural person, to officials for whom the covered associate was entitled ta vote at the time
of the contributions and which in the aggregate do not exceed $350 10 any one offlcial, per election, or to officials
for whaom the covered assaciate was nat entitled to vote at the time of the contributions and which in the
aggregate do not exceed $150 to0 any ane offidlal, per electian,

(2) Exception for certain new covered associotes. The prohibitions of paragraph (a){1) of this section shall not
apply to an investment adviser as a result of a contribution made by a natural person more than six months
prior to becoming a covered associate of the investment adviser unless such person, after becoming a
covered assoclate, solicits clients an behalf of the investment adviser.

(3} Exception for certain returned contributions. {i) An investment adviser that is prahibited from providing
investment advisory services far compensation pursuant to paragraph (3)(1) of this section as 2 result of a
contribution made by a covered assoclate of the investment adviser is excepted from such prohibition,
subject to paragraphs (b)(3){) and (b}{3Xifi) of this section, upon satisfaction of the following requirements:

{A) The investment adviser must have discovered the contribution which resulted in the prohibition
within four months of the date of such cantribution;

{8) Such contribution must not have exceeded $350; and

(€} The contributor must obtain a return of the contribution within 60 calendar days of the date of
discovery of such contribution by the investment adviser.

(il} In any calendar year, an investment adviser that has reported on its annual updating amendment to Form
ADV (17 CFR 279.1} that it has more than 50 employees is entitled to no more than three excepticns
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(2) Covered assodiate of an investment adviser means:

3}
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—

{i) Any general partner, managing member or executive officer, or other individual with a similar status or
function;

{ii} Any employee who solicits a gavernment entity for the investment adviser and any person who
supervises, directly or indirectly, such employee; and

(i)} Any political action committee controlled by the investment adviser or by any persan described in
paragraphs {f}{2}{i} and (F}(2}{ii} of this section.

Covered investment pool means:

{i} An investment company registered under the Investment Company Act of 1940 {15 {J,5.C. 80a) that is an
Investment option of a plan or program of a government entity; or

(i} Any company that would be an investment company under section 3{a) of the Investment Company Act
of 1940 (15.1.5.C. 803-3fa)), but for the exclusion provided from that definition by efther section 3{c){1},
sectlon 3(c){7) or sectian 3{¢){11) of that Act (15 U,S,C. 80a-3{c}{1) (c}{7} or (c}{11}}.

Executlve officer of an investment adviser means:

{i} The president;

(i) Any vice president in charge of a principal business unit, division or function (such as sales,
administration or finance);

{iil) Any other officer of the investment adviser who performs a palicy-making function; or

{iv) Any other person who performs similar policy-making functions for the investment adviser.

Government entity means any State or political subdivision of a State, including:

{i) Any agency, authority, or instrumentality of the State or poiitical subdivision;

(i) A pool of assets sponsored or established by the State or palitical subdivision or any agency, authority or
instrumentality thereof, Including, but not limited to a "defined benefit plan” as defined in section 414(j)
of the Internal Revenue Code (26 U.S.C. 414(i}), or a State general fund;

{iil) A planor program of a government entity; and

(iv) Officers, agents, ar employees of the State or political subdivision or any agency, authority or
instrumentality thereof, acting in their official capacity.

Official means any person (Including any election committee for the person) who was, at the time of the
contributian, an incumbent, candidate or successfuf candidate for elective office of a government entity, if
the office:

{i) Is directly or indirectly responsible far, or can Influence the cutcome of, the hiring of an investment
adviser by a government entity; or

{l) Has autharity to appoint any person who Is directly or Indirectly responsible far, or can influence the
outcome of, the hiring of an investment adviser by a government entity.

Payment means any gift, subscription, loan, advance, or depasit of money or anything of value.

Pian or pragram of a gc entity means any participant-directed investment program or gian
sponsared or established by a State or palitical subdivision or any agency, authorlty or instrumentality
thereof, including, but not limited to, a "qualified tuition plan® authorised by section 529 of the Internal
Revenue Code (26 U.5,C. 529}, a retirement plan authorised by section 403(b) or 457 of the Intema! Revenue
Code {26 U.3.C. 403(b} or 457), or any simflar program or plan.

Regulated person means:

(1) An investment adviser registered with the Commission that has not, and whose cavered assaciates have
aot, within two years of soliciting a government entity:
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SCHEDULE2

As described in more detail below, pay-to-play rules can caver spousal contributions if Generation has or is seeking
investments from public funds in New Jersey, is seeking to manage investments of the Los Angeles County
Metropolitan Transportation Authorky, or has or is seeking investments from the Los Angeles Fire and Police
Pension Plan.

CALIFORNIA

Californfa’s statewlde pay-to-play rule dees not cover contributions by spouses of Generation emplayees. See Cal,
Gov't Code 84308. In addition, while the California Public Employees’ Retirement System {CalPERS} and the California
Teachers’ Retirerent System {CaISTRS) have thelr own pay-to-play rules, those rules would not cover spousal
contributions. See Ca. Gov't Code 20152.5 {CalPERS), 5 Ca. Code of Regs. 24010 {CalSTRS). In addition, we have
identified severa! city and county pay-to-play ordinances and policies in Caiifornia, but these rules do not cover
spousal contributions. See Alameda County Employees’ Retirement Association General Investment Guidance sec.
XVII{T); S.F. Campaign & Gov. Conduct Code § 1.126; San Diego City Employees Retirement System Policy 11-36.

There twa possible exceptions;

(i) Any "company, vendor, or business entity seeking a contract” with the Los Angeles County Metropolitan
Transportation Authority (which Indudes Immediate family members of the company’s owners and employees)
may not make a political contribution of more than $10 10 LACMTA members, LACMTA altemate mermnbers, or
family members of LACMTA members and alternates who happen ta be seeking elected office. See Cal. Pub.
Uils. Code § 130051.20{2)(1)-(3}.

{ii} Current and prospective contractors with the Los Angeles Fire and Police Pension Plan must file reports
disclosing, among ather things, certain Los Angeles political contributions aggregating to over $100 by spouses or
domestic partners of the contractor. LAFPP Policy § 1.18(C). (G){1){a)(1), App. A.

NEW JERSEY

In New Jersey, the state may not enter inta a purchasing agr with a “busi: entity” exceeding $17,500 if the
business entity has solicited or made a contribution to certain state candidates cr state or county palitical party
cammittees. See N.J. Stat. Ann, 19:44A-20.14, “Business entities” with state contracts exceeding $17,500 are also
prahibited from saliciting or making certain contributions in New Jersey. Id. 19:43A-20.15. The definition ‘business
entity” includes, amang other things, the spouses, civi! union partners, and resident children of the business’s
partners or 10 percent owners, /d.; NJ. Exec. Order 118. There is a limited exception for spouses, partners, and
resident children of business partners (other than partners who are 10 percent owners) if those family members are
entitled to vote for the candidate or reside within the jurisdiction of the political party committee, See N.J. Exec.
Order 118. There is alse a de minimis exception for contributions that aggregate to 5300 or less per election,

In addition to this prohibition, "business entitles” seeking to enter into a no-bid contract exceeding $17,500 with a
state or lotal agency must file disclosure reparts that identify, among ather things, certain contributions by the
spouses or resident children of partners, officers, directors, or trustees. N.J. Stat, Ann. 19:44A:20.26; N.J. Admin.
Code 19:25-26.2, 26.7. Additional disclasures are required if the business entity has contracts aggregating to $50,000
a year with a public entity or public entities in New lersey, N.J. Stat, Ann., 19:43A-20.27; N.J. Admin. Cade 19:25-
26.1. And still another statute requires additianal disclosures of contributions from spouses and resident children,
among others, to “continuing political committees” In New Jersey. N.J. Stat. Ann. 19:44A-20.18; N.J. Admin, Code
19:25-24.1.

New Jersey retirement funds alsa have adopted their own pay-to-play rules, but those rules do not appiy to spousal
contributions. N.J. Admin. Code 17:16-4.1, -4.3, 4.6.
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Exhibit B

Contributor’s Annual Political Contributions Certification

Assignments

hitps:/iwww.mycomplianceoffice.com/customer/portal/ComplianccMan...

Annual Certification - Pokitical Contributions Status:Completed

I Asslgnment Detalls ]
Instructions of how to lete your ossi
Please review the endesed durn and compete the foflowi ; riing political

Descnption:
Political contributions attastation and certification of complance swarensss.

Due date: From: Status
Jn 01,2017 Ghessyeka Bamett Completed Add datas to your Calendar
Assigned to
Co¥in fe Dur
Priority
High
I Associated Documeniﬂ

Documert Name LastUpdated Owner

Annex A - Polz3) Centributions (Nay 2016) pdf May 01,2017 Ghessycla Sennett

| Annual Polltic;fContributions Attestation

I confhrm that I have recelved a copy of, read and understand the y of section 206(4)-5 of the Investment Advisers
Actof 1940 15 U.S.C, Rule 2.3 of the Conduct of Busi X p by the Fi ial Conduct Authority
attached at Annex A hereto,
powee |
1 confirm that 1 have read and understand section 19.5 of the O ] LLP Globad

ing Pofitica! € ibutions and Public Office (for UX- based Partners & Empioyees) and the titled section
Political Contributions and Public Office of the US LLP US Code of Ethlcs (for US-
based Partners & Employees).
from |

1 confirm that T have not provided o political contribution to an elected official or candidate of a U.S. State or local office
or U.S. State o7 local candidate running for Federal office, or any other politicn! organizotions that would benefit those
candidates in the preceding twenty four (24) month period. ¢z

[ Pve os penwiced a poiica corasibrtion per the above ]

I undertoke not to provide any political contributions, either directly or indirectly, to an elected official or candidate of o
U.S. State or local office or U.S. State or local candidate nunning for Federal office, or any other political organizations that
would benefit those candidates.

peaee |

T acknewledge that I may provide poRitical contributions to a National Politiza) Party or a Federa! candidate pursuing
Federa office only If such Federal candidate Is not presently holding office in a U.S. State or local government entity.

fozre ]

12/672017, 12:17 am
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Exhibit C
Authorization of Generation US

All requirements of the Amended and Restated Limited Liability Partnership
Agreement of Generation Investment Management US LLP (as amended from time to
time, the “Partnership Agreement”) have been complied with in connection with the
execution and filing of this Application. Generation Investment Management US LLP
represents that the undersigned individual is authorized to file this Application pursuant
to the Partnership Agreement.

Generation Investment Management US LLP

. . Alexander Marshall, Esq.
Title: Agent and Designee of Generation
Investment Management US LLP

Dated: February 27,2018
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Exhibit D

Authorization of Generation U.K.

All requirements of the Eighth Amended and Restated Limited Liability
Partnership Agreement dated as of January 1, 2016 (as amended from time to time, the
“Partnership Agreement”) of Generation Investment Management LLP have been
complied with in connection with the execution and filing of this Application.
Generation Investment Management LLP represents that the undersigned individual is
authorized to file this Application pursuant to the Eighth Amended and Restated Limited

Liability Partnership Agreement.

Generation Investment Management LLP

ame: Alexander Marshall, Esq.
Title:  General Counsel

Dated: February 27,2018



Exhibit E

Verification of Generation US

United Kingdom, Town/City OfM :

The undersigned being duly sworn deposes and says that he has duly executed the
attached Application, dated February 27, 2018, for and on behalf of Generation
Investment Management US LLP; that he is the Agent and Designee of such limited
liability partnership; and that all action by Generation Investment Management US LLP
and other bodies necessary to authorize deponent to execute and file such Application has
been taken. Deponent further says that he is familiar with such Application, and the
contents thereof, and that the facts therein set forth are true to the best of his knowledge,
information and belief.

P i
I?wr{: “Alexander Marshall, Esq.
itle: Agent and Designee of Generation

Investment Management US LLP

“
Subscribed and sworn to before me, a Notary Public, this& Z day of February 2018.

Hans Joseph Hartwig M /3/\

Notary Publi
22A St. James's Sq:ml»n}ﬁ SWIY 4JH
Phone 0 (*44) 20 3457 2690

Official Seal My mppointment docs not expire

‘N———-——-——-—~___\\-

My commissjﬂn/ expires
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Exhibit F

Verification of Generation UK

United Kingdom, Town/City of £, s,

The undersigned being duly sworn deposes and says that he has duly executed the
attached Application, dated February 27, 201 8, for and on behalf of Generation
Investment Management LLP; that he is the Chief Legal Officer of such limited liability
partnership; and that all action by Generation Investment Management LLP and other
bodies necessary to authorize deponent to execute and file such Application has been
taken. Deponent further says that he is familiar with such Application, and the contents
thereof, and that the facts therein set forth are true to the best of his knowledge,
information and belief.

e
Name:~  Alexander Marshall, Esq.
Aitle: General Counsel
Generation Investment Management LLP

%
Subscribed and sworn to before me, a Notary Public, this 37_ day of February 2018.

Hens-Joseph Hartwig

Notary Public
22A St. James's Squére, London SW1Y 4JH
Phone 0 (#44) 20 3457 2690

My appné inbnmb ﬂ%&m

Official Seal

My commissiMpires
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Exhibit G

Proposed Notice for the Order of Exemption

Agency: Securities and Exchange Commission (the “SEC” or the
“Commission”).

Action: Notice of Application for an Exemption under the Investment Advisors
Act of 1940 as amended (the “Advisers Act”).

Applicants: Generation Investment Management US LLP and Generation
Investment Management LLP (the “Advisers” or “Applicants”).

Relevant Act Sections: Exemption requested under Section 206A of the Act,
and Rule 206(4)-5(e), from the provisions of Section 206(4) of the Act and Rule 206(4)-
5(a)(1).

Summary of Application: The Applicants request that the Commission issue an
order under Section 206A of the Advisers Act and Rule 206(4)-5(e) exempting them
from Rule 206(4)-5(a)(1) under the Advisers Act to permit Applicants to have provided
and to continue to provide investment advisory services for compensation to a
government entity within the two-year period following a specified contribution by an
individual who is potentially a covered associate of Applicants to an official of
government entity.

Filing Dates: The application was filed on [DATE].

Hearing or Notification of Hearing: An Order granting the Application will be
issued unless the Commission orders a hearing. Interested persons may request a hearing
by writing to the Commission’s Secretary and serving Applicants with a copy of the
request, personally or by mail. Hearing requests should be received by the Commission
by 5:30 p.m. on [Date], and should be accompanied by proof of service on Applicants, in
the form of an affidavit or, for lawyers, a certificate of service. Pursuant to Rule 0-5
under the Advisers Act, hearing requests should state the nature of the writer’s interest,
any facts bearing upon the desirability of a hearing on the matter, the reason for the
request, and the issues contested. Persons may request notification of a hearing by
writing to the Commission’s Secretary.

Addresses: Secretary, Securities and Exchange Commission, 100 F Street, NE,
Washington, D.C. 20549-1090. Applicants: Generation Investment Management US
LLP and Generation Investment Management LLP, c/o Robert D. Lenhard, Esq.,
Covington & Burling LLP, One CityCenter, 850 Tenth Street, NW, Washington, DC
20001.



For Further Information Contact: [CONTACT], [Title] at [(202) ___- ]
(Division of Investment Management, SEC).

Supplementary Information: The following is a summary of the Application.
The complete application may be obtained via the Commission’s website either at
http://www.sec.gov/rules/iareleases.shtml or by searching for the file number, or for an
applicant using the Company name box, at http://www.sec.gov/search/search.htm, or by
calling (202) 551-8090.

The Applicants’ Representations

1. Generation Investment Management US LLP is registered with the
Commission as an investment adviser under the Act. Generation Investment
Management LLP is an exempt reporting adviser under 17 C.F.R. § 275.204-4(a). A
public pension plan that is a government entity of the State of California (the “Client”) is
invested in an investment strategy managed by Applicant Generation Investment
Management US LLP and for which Applicant Generation Investment Management LLP
is a sub-adviser. The Client is also considering investing in a different investment
strategy managed by Applicant Generation Investment Management US LLP and for
which Applicant Generation Investment Management LLP is a sub-adviser. The
investment decisions for the Client are overseen by a twelve-member board of trustees.
The Governor of California has direct appointment authority over five members of the
board.

2. Colin Le Duc (the “Contributor”) serves as a partner of Applicant Generation
Investment Management LLP. He also serves on Applicant Generation Investment
Management LLP’s Management Committee, is the Co-Chief Investment Officer of the
Generation “Growth Equity” strategy, and is the Co-President of Generation Investment
Management US LLP’s U.S. office. Contributor at no point was involved in managing or
retaining Client’s investment and has not been involved in communications with the
Client about potential future investments since 2014. To the best of Generation’s
knowledge, the Contributor did not attend any of the meetings or participate in any
communications with the Client or its representatives that led to the Client’s decisions to
invest or continue to invest with Applicants. Rather, Contributor is primarily engaged in
managing a separate Generation strategy in which the Client does not invest and is not
being solicited to invest.

3. The Client entered into an investment management agreement with Applicant
Generation Investment Management US LLP more than ten years prior to the
Contribution at issue in this Application and has not increased its investment since 2008.

4. On June 7, 2017, the Contributor made a $5,000 personal contribution (the
“Contribution™) to the California gubernatorial campaign of Gavin Newsom, the current
Lieutenant Governor of California (the “Official”) after a solicitation from his next-door
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neighbor to attend a dinner event with Mr. Newsom. Contributor and Mr. Newsom’s
children were, at the time, classmates in the same primary school and the families have a
personal relationship through their school. The Lieutenant Governor has no power to
appoint a person directly or indirectly able to influence the hiring of an investment
advisor by the Client. Five of the twelve members of the Client’s board of trustees are,
by statute, appointees of the Governor with fixed terms. The Director of Finance, a
gubernatorial appointee, serves as one of the ex officio board members. Because the
Official was a candidate for an office with the authority to appoint members of a board
which is responsible for or can influence the outcome of the hiring of investment
advisers, the Official is an “official” under Rule 206(4)-5 of the Advisers Act.

5. The Application states that Contributor made the Contribution for purely
personal reasons unrelated to Generation’s business interests.

6. To the best of Applicants’ knowledge, at no time did any employee or partner
of the Applicants other than the Contributor have actual knowledge of the Contribution.
Applicants discovered the Contribution during a routine compliance audit less than six
months after the Contribution was made. Once the Applicants learned of the
Contribution, they caused the Contributor to request a refund of the Contribution. The
Contributor received and deposited a full refund of his Contribution from Mr. Newsom’s
campaign committee within a week of the Applicants’ discovery of the Contribution.

7. Applicants’ policies and procedures regarding political contributions in place
at the time of the Contribution (the “Policy™) strictly prohibited contributions from
partners and employees to state candidates. Contributor was regularly made aware of the
Policy and certified in writing that he would not undertake to make such a contribution
shortly before he made the Contribution at issue here.

8. The Applicants represent that after discovery of the Contribution, they
established an escrow account into which Applicant Generation US has deposited an
amount equal to the compensation received with respect to the Clients’ investments since
the date of the Contribution. The Applicants further represent that all fees earned with
respect of the Clients’ investments since the day of the Contribution will continue to be
placed in escrow pending the outcome of this Application.

The Applicants’ Legal Analysis

1. Rule 206(4)-5(a)(1) prohibits a registered investment adviser from providing
investment advisory services for compensation to a government entity within two years
after a contribution to an official of the government entity is made by the investment
adviser or any covered associate of the investment adviser.

2. Section 206A and Rule 206(4)-5(e) permit the Commission to exempt an
investment adviser from the prohibition under Rule 206(4)-5(a)(1) upon consideration of,
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among other factors, (1) whether the exemption is necessary or appropriate in the public
interest and consistent with the protection of investors and the purposes fairly intended by
the policy and provisions of the Act; (2) whether the investment adviser: (i) before the
contribution resulting in the prohibition was made, adopted and implemented policies and
procedures reasonably designed to prevent violations of this section; and (ii) prior to or at
the time the contribution which resulted in such prohibition was made, had no actual
knowledge of the contribution; and (iii) after learning of the contribution: (A) has taken
all available steps to cause the contributor involved in making the contribution which
resulted in such prohibition to obtain a return of the contribution; and (B) has taken such
other remedial or preventive measures as may be appropriate under the circumstances; (3)
whether, at the time of the contribution, the contributor was a covered associate or
otherwise an employee of the investment adviser, or was secking such employment; (4)
the timing and amount of the contribution which resulted in the prohibition; (5) the naturc
of the election (e.g., whether it was a federal, state, or local election); and (6) the
contributor’s apparent intent or motive in making the contribution which resulted in the
prohibition, as evidenced by the facts and circumstances surrounding such contribution.
3. The Applicants request an order pursuant to Section 206A and Rule 206(4)-
5(e) exempting them from the prohibition under Rule 206(4)-5(a)(1), if necessary, to
permit them to have provided and continue to provide investment advisory services for
compensation to the Client within the two-year period following the Contribution.

4. The Applicants assert that the purposes of Section 206(4) and Rule 206(4)-
5(a)(1) are fully satisfied without imposition of the two-year prohibition on
compensation, Neither the Applicants nor the Contributor sought to interfere with the
Client’s merit-based selection process for advisory services.

5. The Applicants state that the other factors suggested for the Commission’s
consideration in Rule 206(4)-5(e) similarly weigh in favor of granting an exemption to
avoid consequences disproportionate to the violation.

The Applicants’ Conditions

The Applicants agree that any order of the Commission granting the requested
relief will be subject to the following conditions:

1. The Contributor will be prohibited from discussing the business of the
Applicants with any “government entity” client for which the Official is an “official,”
each as defined in Rule 206(4)-5(f), until June 7, 2019.

2. The Contributor will receive a written notification of these conditions and will

provide a quarterly certificate of compliance until June 7, 2019. Copies of the
certifications will be maintained and preserved in an easily accessible place for a period
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of not less than five years, the first two years in an appropriate office of the Applicants,
and be available for inspection by the staff of the Commission.

3. The Applicants will conduct testing reasonably designed to prevent violations
of the conditions of this Order and maintain records regarding such testing, which will be
maintained and preserved in an easily accessible place for a period of not less than five
years, the first two years in an appropriate office of the Applicants, and be available for
inspection by the staff of the Commission.

For the Commission, by the Division of Investment Management, under delegated
authority.

Secretary [or other signatory]
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Exhibit H
Proposed Order of Exemption

Generation Investment Management (US) LLP and Generation Investment
Management LLP (the “Advisers” or the “Applicants”) filed an application on February
__,2018, pursuant to Section 206A of the Investment Advisers Act of 1940, as amended
(the “Act”) and Rule 206(4)-5(¢). The Application requested an order granting an
exemption from the provisions of Scction 206(4) of the Act, and Rule 206(4)-5(a)(1), to
permit the Applicants to have provided and to continue to provide investment advisory
services for compensation to a government entity within the two-year period following a
specified contribution to an official of such government entity by an individual who is
potentially a covered associate of the Applicants. The order applies only to the
Applicants’ provision of investment advisory services for compensation which would
otherwise be prohibited with respect to this government entity as a result of the
contribution identified in the application.

A notice of filing of the application was issued on [Date] (Investment Advisers
Act Release No. [insert number]). The notice gave interested persons an opportunity to
request a hearing and stated that an order disposing of the application would be issued
unless a hearing should be ordered. No request for a hearing has been filed and the
Commission has not ordered a hearing.

The matter has been considered and it is found, on the basis of the information set
forth in the application, that granting the requested exemption is appropriate, in the public
interest, and consistent with the protection of investors and the purposes fairly intended
by the policy and provisions of the Act.

Accordingly, IT IS ORDERED, pursuant to Section 206A of the Act and Rule
206(4)-5(e), that the application for exemption from Section 206(4) of the Act, and Rule
206(4)-5(a)(1), is hereby granted, effective forthwith.

For the Commission, by the Division of Investment Management, under delegated
authority.

Secretary [or other signatory]
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