
To: The SEC
From: Anonymous
Re: Pension funds are over-stating their Private Equity performance which in turn overstates the
performance of the Pension funds.

1) None of the pension funds break out PE performance in a way that reflects the money made by the
underlying beneficiaries. It is always hidden and juiced by the credit line so the managers look good.
Why don’t they let you drill down? The idea that the ILPA can pick the top 20% of managers is a joke. If
the FInancial Advisors who manage money for the wealthiest individuals in the country said that, they
would get laughed at and fired. Everyone reading this is aware of that.

2) The SEC has to step in and protect the beneficiaries. It is not their fault that their managers are
conflicted.

3) NYState says on page 13 of the 2022 comprehensive report that they made 9.51%. However on page
92, they say the Private Equity portion made 37.57%. The 37.57% is fake. No one is making 37% in
Private Equity. Walking on water is more likely. NYState and every Pension fund below is publishing a
FAKE IRR number and pretending that it magically makes more money than the public markets. You
get paid a lot to manage a complicated portfolio. You don’t get paid much to Index.

a) DiNapoli: State Pension Fund Posts 9.5% Annual Investment Return | Office of the New York
State Comptroller

b) If we assume NYState had 1 Billion on March 31.2021, they don’t have 1.37 Billion as of March
31, 2022. However, The 11.39% is what the NYState pension actually earned in domestic
equities. That is actual money. They can sell that and give the money to firemen. The 37.57%
doesn’t correspond to a dollar amount. There is nothing to sell. It is fake. I will repeat that for
effect. There is nothing to sell. It is fake.

c) The 37.57% is a “Pooled IRR”. Someone on the NYState team has to take the IRR of each deal
and combine them in some way to get 37.57%. You can see below in a recorded conversation
how Apollo can’t back up a “pooled IRR” number with nine of its own funds. I allege they are
breaking FINRA 2210 (d) by selling a product with a number that they don’t explain according to
the audience. In Pension fund land, they are breaking the Golden Rule. (not actionable,
unfortunately)

d) How does NYState create a “pooled IRR” number from over 100 funds, with approx 1500-2000
underlying deals to get 37.57% What assumptions are they using? What about the credit line?
If it doesn’t translate into an actual increase in how much the beneficiaries can spend, why is it
used?

i) The State of Maryland has 232 Private Equity funds listed. (alphabetical order)
ii) I am assuming the State of New York is using only 100 funds with 1500-2000 underlying

deals. It is probably closer to 200 funds.
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https://www.osc.state.ny.us/press/releases/2022/08/dinapoli-state-pension-fund-posts-9-point-5-annual-investment-return
https://www.osc.state.ny.us/press/releases/2022/08/dinapoli-state-pension-fund-posts-9-point-5-annual-investment-return


CALPERS-

They have a
multiple of

1.5x .

Over 10-12
years, they will
turn $100 into

$150.
S&P does

1.5x.

CALPERS is
the best and
only makes

1.5x.

Other
states do
better?

State Title of report URL
3 Year
IRR

Three Year
dollar value if

IRR was
real-$100
initially 5 year IRR

Five year
dollar value if
IRR was real-
$100 initially

Alabama
Alabama
Pension

The Retirement
Systems of
Alabama
(rsa-al.gov) 9% $129.50 25.82% $315.32

Alaska Hard to find

Arizona Hard to find

Arkansas Hard to find

California

See
CALPERS
case study

Private Equity
Program Fund
Performance
Review -
CalPERS

Calpers has a
1.5 multiple

overall, so that
means $100
turns into $150
over 10-12
years.

Colorado
Colarado
PERA

https://www.cope
ra.org 24.00% $190.66 19.30% $241.66

Connectic
ut

Delaware
Delware
PERS

FY22AnnualRep
ort.pdf

(delaware.gov) 24.80% $194.38 20.20% $250.91

Florida

Jan 2023
trustee

performance
report

https://www.sbafl
a.com/fsb 23.51% $188.41 20.38% $252.80
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https://www.rsa-al.gov/
https://www.rsa-al.gov/
https://www.rsa-al.gov/
https://www.rsa-al.gov/
https://www.calpers.ca.gov/page/investments/about-investment-office/investment-organization/pep-fund-performance
https://www.calpers.ca.gov/page/investments/about-investment-office/investment-organization/pep-fund-performance
https://www.calpers.ca.gov/page/investments/about-investment-office/investment-organization/pep-fund-performance
https://www.calpers.ca.gov/page/investments/about-investment-office/investment-organization/pep-fund-performance
https://www.calpers.ca.gov/page/investments/about-investment-office/investment-organization/pep-fund-performance
https://www.copera.org/files/b5edb9d7a/2021+ACFR_reduced.pdf
https://www.copera.org/files/b5edb9d7a/2021+ACFR_reduced.pdf
https://open.omb.delaware.gov/FinancialReports/financials/FY22AnnualReport.pdf
https://open.omb.delaware.gov/FinancialReports/financials/FY22AnnualReport.pdf
https://open.omb.delaware.gov/FinancialReports/financials/FY22AnnualReport.pdf
https://www.sbafla.com/fsb/Portals/FSB/Content/Performance/Trustees/2023/January%202023%20Monthly%20Trustee%20Report.pdf?ver=2023-04-03-145840-443
https://www.sbafla.com/fsb/Portals/FSB/Content/Performance/Trustees/2023/January%202023%20Monthly%20Trustee%20Report.pdf?ver=2023-04-03-145840-443


Georgia

Employees
retirement
system of
Georgia

Employees'
Retirement
System of

Georgia Annual
Comprehensive
Financial Report
for the Fiscal

Year Ended June
30, 2022 25.50% $311.33

Hawaii Hawaii ERS
ERS

(ehawaii.gov) 22.72% $184.82 20.36% $252.59

Idaho Idaho PERSI

www.persi.idaho.
gov/docs/investm

ents 23.20% $187.00 20.40% $253.01

Illinois 2021
https://pensions.il
linoisanswers.org 26% $200.04 23.30% $284.98

Indiana

Indiana Public
retirement
system

https://www.in.go
v/inprs/files/INPR
SAnnualReportB
ook2021.pdf 22.10% $182.03 19.00% $238.64

Iowa Hard to find

Kansas Hard to find

Kentucky

Kentucky
Pension-
(They

compare "IRR"
to the Russell
+ 300 bps-

they "beat" the
benchmark)

www.kyret.ky.gov
/Investments 15.53% $154.20 14.20% $194.24

Louisiana Hard to find

Maine Maine PERS

https://www.main
epers.org/wp-con
tent/uploads/ACF

R22.pdf 25.90% $199.56 22.20% $272.49

Maryland

Maryland state
pension
system

https://sra.maryla
nd.gov 24.67% $193.77 21.38% $263.47

Mass

Pension
reserves
Investment
trust fund
2021

These guys claim
a 72.7% return of

the prior 12
months- WOW! 28.80% $213.67 25.90% $316.32

Michigan Hard to find

Minnesota Hard to find

Missouri Hard to find

Montana Hard to find
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https://www.ers.ga.gov/sites/main/files/file-attachments/acfr_2022.pdf?1666792146
https://www.ers.ga.gov/sites/main/files/file-attachments/acfr_2022.pdf?1666792146
https://www.ers.ga.gov/sites/main/files/file-attachments/acfr_2022.pdf?1666792146
https://www.ers.ga.gov/sites/main/files/file-attachments/acfr_2022.pdf?1666792146
https://www.ers.ga.gov/sites/main/files/file-attachments/acfr_2022.pdf?1666792146
https://www.ers.ga.gov/sites/main/files/file-attachments/acfr_2022.pdf?1666792146
https://www.ers.ga.gov/sites/main/files/file-attachments/acfr_2022.pdf?1666792146
https://www.ers.ga.gov/sites/main/files/file-attachments/acfr_2022.pdf?1666792146
https://www.ers.ga.gov/sites/main/files/file-attachments/acfr_2022.pdf?1666792146
https://ers.ehawaii.gov/
https://ers.ehawaii.gov/
http://www.persi.idaho.gov/docs/investments
http://www.persi.idaho.gov/docs/investments
http://www.persi.idaho.gov/docs/investments
https://pensions.illinoisanswers.org
https://pensions.illinoisanswers.org
https://www.in.gov/inprs/files/INPRSAnnualReportBook2021.pdf
https://www.in.gov/inprs/files/INPRSAnnualReportBook2021.pdf
https://www.in.gov/inprs/files/INPRSAnnualReportBook2021.pdf
https://www.in.gov/inprs/files/INPRSAnnualReportBook2021.pdf
http://www.kyret.ky.gov/Investments
http://www.kyret.ky.gov/Investments
https://www.mainepers.org/wp-content/uploads/ACFR22.pdf
https://www.mainepers.org/wp-content/uploads/ACFR22.pdf
https://www.mainepers.org/wp-content/uploads/ACFR22.pdf
https://www.mainepers.org/wp-content/uploads/ACFR22.pdf
https://sra.maryland.gov/sites/main/files/file-attachments/3_cafr-2022_investment_85-106-r5.pdf?1674497718
https://sra.maryland.gov/sites/main/files/file-attachments/3_cafr-2022_investment_85-106-r5.pdf?1674497718


Nebraska Hard to find

Nevada

Nevada PERS
12/31/22

Performance
gross of fees

https://www.nvpe
rs.org/aboutus 23.70% $189.28 21.40% $263.69

New
Hampshire Difficult

NJ

NJ Investment
report-
12/2022

INVESTMENT
REPORTING
PACKAGE 16.46% $157.95 14.58% $197.49

NY
NYSLRS 2022
Annual report

Retirement |
Office of the New

York State
Comptroller 19.93% $248.11

North
Dakota

North Dakota
Pension funds

Annual
Comprehensive
Financial Report
for year ending
June 30, 2022 19.66% $171.34 14.40% $195.94

Ohio Hard to find

Oklahoma

NO PRIVATE
EQUITY- GO
SOONERS!

Oregon Oregon PERS

2022-Annual-Co
mprehensive-Fin
ancial-Report.pdf
(oregon.gov) 21.86% $180.96 19.64% $245.12

PA

Penn. net of
performance
9/30/22 PSERS 20.40% $174.53 17.17% $220.84

RI

South
Carolina 2022

Popular Annual
Financial Report 20.52% $175.06 16.88% $218.12

South
Dakota Hard to Find

Tennessee

2022TCRSRepor
t_Investment.pdf

(tn.gov) 31.54% $227.60 26.88% $328.83

Texas Hard to Find

Utah

Utah
Retirement
Systems URS 36.90% $256.57 29.37% $362.38

Vermont Hard to Find

Virginia
Virginia
Pension

Virginia
Retirement
System 25.50% $197.67 21.20% $261.52
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https://www.nvpers.org/aboutus
https://www.nvpers.org/aboutus
https://www.nj.gov/treasury/doinvest/pdf/DirectorsReport/2022/December22.pdf
https://www.nj.gov/treasury/doinvest/pdf/DirectorsReport/2022/December22.pdf
https://www.nj.gov/treasury/doinvest/pdf/DirectorsReport/2022/December22.pdf
https://www.osc.state.ny.us/retirement
https://www.osc.state.ny.us/retirement
https://www.osc.state.ny.us/retirement
https://www.osc.state.ny.us/retirement
https://www.ndpers.nd.gov/sites/www/files/documents/about/financial/acfr-2022.pdf
https://www.ndpers.nd.gov/sites/www/files/documents/about/financial/acfr-2022.pdf
https://www.ndpers.nd.gov/sites/www/files/documents/about/financial/acfr-2022.pdf
https://www.ndpers.nd.gov/sites/www/files/documents/about/financial/acfr-2022.pdf
https://www.ndpers.nd.gov/sites/www/files/documents/about/financial/acfr-2022.pdf
https://www.oregon.gov/pers/Documents/Financials/ACFR/2022-Annual-Comprehensive-Financial-Report.pdf
https://www.oregon.gov/pers/Documents/Financials/ACFR/2022-Annual-Comprehensive-Financial-Report.pdf
https://www.oregon.gov/pers/Documents/Financials/ACFR/2022-Annual-Comprehensive-Financial-Report.pdf
https://www.oregon.gov/pers/Documents/Financials/ACFR/2022-Annual-Comprehensive-Financial-Report.pdf
https://www.psers.pa.gov/Pages/default.aspx
https://www.peba.sc.gov/sites/default/files/pafr_2022.pdf
https://www.peba.sc.gov/sites/default/files/pafr_2022.pdf
https://treasury.tn.gov/Portals/0/Documents/Retirement/CAFR%20Reports/2022/2022TCRSReport_Investment.pdf
https://treasury.tn.gov/Portals/0/Documents/Retirement/CAFR%20Reports/2022/2022TCRSReport_Investment.pdf
https://treasury.tn.gov/Portals/0/Documents/Retirement/CAFR%20Reports/2022/2022TCRSReport_Investment.pdf
https://www.urs.org/
https://www.varetire.org/
https://www.varetire.org/
https://www.varetire.org/


Washingto
n

Wash. state
dept of

retirement
(They

compare "IRR"
to the Russell
+ 300 bps-

they "beat" the
benchmark)

2022 ACFR
Document 23.01% $186.13 19.51% $243.79

West
Virginia

WV
consolidated

Report
https://www.wvret
irement.com 26.50% $202.43 24.30% $296.73

Wisconsin Hard to Find

Wyoming
Wyoming
pension

ANNUAL
COMPREHENSI
VE FINANCIAL

REPORT 30.19% $220.66 24.06% $293.87
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https://www.drs.wa.gov/wp-content/uploads/2021/06/2022-ACFR.pdf
https://www.drs.wa.gov/wp-content/uploads/2021/06/2022-ACFR.pdf
https://www.wvretirement.com
https://www.wvretirement.com
https://retirement.wyo.gov/-/media/Documents/Financial/WRS-ACFR-2021.ashx
https://retirement.wyo.gov/-/media/Documents/Financial/WRS-ACFR-2021.ashx
https://retirement.wyo.gov/-/media/Documents/Financial/WRS-ACFR-2021.ashx
https://retirement.wyo.gov/-/media/Documents/Financial/WRS-ACFR-2021.ashx


How does Apollo get to 22%?

Apollo 22% 4/18/23

Operator: You are in the meeting now. There are two participants in the meeting. You are muted. You can mute
or unmute yourself by pressing star six.

Operator: You are unmuted.
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PE A: Hello.

Advisor: Hey PE.A.

PE.A: Yeah. Yeah, it's Me here and I've got PE.B

PE.B Hi Advisor

Advisor: Okay. Who am I speaking to?

PE.B .It’s me, A Wharton MBA from the Apollo product group

PE. B I work as a product specialist on the private Equity team at PE FIRM and we work with PE.A .

This is my second call with Apollo. The wholesaler couldn’t figure out how they got to the 22% so I asked him
to get me on with the product specialist who had ample time to prepare. The product specialist has about 10
years of industry experience and is a Wharton MBA.

Advisor Fine. are you located in New York?

PE.B : Yes, I'm based in New York.

PA.A You had requested just to quickly discuss our IRR calculation. So PE.B is going to walk us through. You
know how we get that 22% IRR.

Advisor: There were eight, eight funds? .

PE.B Nine funds we have.

Advisor: Correct. Nine funds? [crosstalk]

PE.A Nine funds. Yes.

Advisort: Okay. One second here. Okay. Nine.. if I get stuck I'm going to pull it up but nine funds. And I think if
you add it up, it went to 20% but you guys had something 22%. Correct?

If you add it up, you get 160/9=17.77. They have 22% as the IRR. They don’t define it and it is not footnoted. It
seems like they think everyone should just trust them. FINRA 2210 (d) states you have to explain things so the
audience understands them and you can’t use footnotes.

PE.A What? How are you adding? What are the numbers that you're adding together?

Advisor: I think if we added up all those funds and divided by nine, we got to 20. Is that correct?

PE.B So, so the way that IRR calculated, it's not like an average?

I know that. I am playing dumb.
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Advisor: Just give, give, and just give me a minute to find a piece of paper. I had it here somewhere. So I can
look at it.

PE.A Yes. I know you don't have the slide in front of you. I could pull it up if we need it. But you're just looking
at the slide that lists the IRR of all our funds. [(4:00)] But what you were doing was I think adding them all
together and then dividing by nine, which is not the correct way to get to the calculation of the 22%. So, I
mean, PE.B feel free to, you know, take over,

PE.B : Yes.

PE.A And let him know just exactly how we're going to get that calculation.

The wholesaler is on board. He tells the product specialist to tell me exactly how they got to the 22%. He
knows that when you are selling a locked up product with the promise of a high return, you sure as better know
how you got to the high return number that you have on the pitchbook. He is selling this every day and that is
the number he is using.

Advisor: Take nine funds, it will be 160 divided by 9,

PE.B But the IRR is not calculated by dividing. You, you don't divide it by the number of funds. It's basically a
measure of cash flow. So it really is an aggregation of all the cash flows that all of our funds since inception
have done. And so it's a pretty complicated formula. That's, you're not going to get to it by just adding and
dividing because it also takes into account the time value of money. So it's really looking at all the cash flows
from all of our funds since inception and aggregating those. And then deducting fees, carried interest and all
the relevant expenses to get to the net IRR figure.

Since it is a “pretty complicated formula”, they really need to explain it in order to comply with FINRA 2210 (d).
However, since she calculates this formula every quarter, she should be able to explain it. She can’t. The
wholesaler also said it is a complicated formula. When both the wholesaler and the product specialist are
telling you the number is complicated, the customer is in trouble.

Advisor: So there were nine funds. Correct?

PE.B: Yes, but that doesn't really matter the number of funds. It's really based on all the cash flows that are
behind those funds.

Advisor: So Is it the individual deals inside those funds, is that what you're looking at? [crosstalk]

PE.B: Exactly. Yes, that's correct.

Advisor: So how many deals..

PE.B: So that we can find..

Advisor: Oops, oops, oops. Slow down. slow down. How many deals inside the funds are there?

PE.B: There's usually 25 to 30 companies per fund.
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Advisor: okay. So, if we say...

PE.B: But again, adding…

(She is speeding up because I think she realizes that I am going to be asking specific questions that she can’t
answer)

Advisor: One sec, one second. you are going to fast for me, 9 times 25 would be 225 deals inside that
number. Correct?

PE.B: Um, that's an approximation, it's like 27 in fund nine for example. So I would say it's in that [(6:00)]
ballpark. In our earlier funds, we had fewer deals. So, it's..

Advisor: Gotcha.

PE.B: ..it's not scientifically like 25 times 9.

Advisor: But, it's 200, 250. It's not six and it's not 5,000, something like that. Right?

The 22% comes from some combination of the 200 individual deals inside the 9 funds. Some deals did well,
some did poorly. Some are still active. Some are using the credit line. How exactly are they weighting each of
the 200 deals to get to 22%.

PE.B: Right, right. in that ballpark.

Advisor: Okay. And then how.. So, how do you get to the 22%? PE.A said to me one time, it's coming back to
me now, you market cap weight them??

She says they don’t market cap weight them. However, a few minutes later, she changes her mind and says
they do market cap weight them. Of course they do, it makes no sense otherwise and this is the product
specialist who was brought on specifically to explain this number. If she is calculating the numbers every
quarter, a crucial- maybe the most crucial- assumption is the market-cap weight. When companies report
earnings they have to list the assumptions they are making and they have to list which assumptions are
important. This is certainly a really important assumption and she has no idea.

PE.B: No. So it's all the cash flows. And so if we look up on fund nine for example, there are twenty seven
companies. Each company has their cash flows based on invested capital and proceeds. So basically cash in
and out of the companies. And then if we aggregate that on the fund level for all the portfolio companies and
their income and invested capital, we get different cash flow on different dates. So every quarter in the
beginning, the cash flows are going out to fund the growth of the company. And then in the later stages of the
investment period, you're getting cash flow back from those companies as they exit. So every quarter we get
cash flows in and out to get a net cash flow for that period. And then at the end of the period, you take from
that gross cash flow, you deduct out management fees, expenses, etc. And then you get the net cash flow.
And then you run an IRR calculation on those cash flows to get the IRR.

A huge problem with this is the credit line. If they borrow on Jan 1 and only ask for client money on December
1 and return the client money on December 31st, they have artificially manipulated the IRR by borrowing. How
do they account for that?
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Advisor: So let's, let's say last month or last quarter of January to December 30th. There were 225 just to make
a number. But..

PE. B 225, what?

Advisor: 225 different deals that you're looking at having cash flows that are coming in and out. Correct?

PE. B Well, right now, all the earlier funds are fully realized. So the only deals that are generating cash flows
still, are only in funds eight and nine, really.[(8:00)] So it's really two active funds that still have cash flow
movements because fund seven and before those deals are fully realized. We're not in those companies.
We've gotten our money back from that.

Advisor: Aha.

PE.B: So those numbers are not impacting quarter to quarter.

Advisor: Okay. so You have 25 deals or 50 deals, let's say. In these two funds, 25, 50 deals. Correct?

PE. B: Um, , 25 to 35? Yeah.

Advisor: Let's say 35. There are two funds left with 35 active deals. So this last quarter, you used some
weighting on those 35 deals and some weighting for the prior seven funds of those completed deals, right? So
let's assume there were 150 deals or let's say it's 170 deals. I'll make a number. 200 deals total , it will just be
easier that way. So you're saying there are 30 or 35 deals still active, which means 170 deals were prior to
that. Correct?

If we have 170 completed deals and those were smaller funds, we now have 35 deals which are much larger in
size than the 170 completed deals. The two most recent funds with active deals are 44 Billion in size. The new
deals are making much more use of the credit line. The prior 170 deals (in the prior 7 funds) are 33 Billion in
size. You have to weight the 35 current deals more than the prior 170 deals to make the market cap fair.

PE. B : Yes

Advisor: So of those 170 completed deals, and 30 active deals, you have to measure the IRRs. You have to
weight each of those a certain amount, correct? Meaning if it was 100 deals at 1% each, you would then have
a very simple calculation. With 200 deals at 50 basis points, you know, you would have a different calculation
but still kind of simple. So, how do you weight those numbers to get 22%?

PE. B It's, um, weighting is kind of more of an average or weighted average concept. The IRR is basically , a
calculation that takes all the cash flows. And then uses the time value of money to derive a return. So as an
example, if I take a $100 from you, and then tomorrow, I give you 200. That's a really high IRR because you're
getting your money back immediately. Whereas, if I take 100 from you and then 10 years down the road, then I
give you 200, then [(10:00)] your IRR is going to be a lot lower than if I give you back all of your money
immediately. It's really on a company level. You're looking at how much money you're taking and when you are
giving it back. So, once the company is fully realized, the IRR doesn't change because you have gotten your
money back. But all those factors kind of flow into the final IRR of our strategy. But it's not so much a weighting
of this company, it may be weighted higher because it's lower in terms of timeframe. Once the IRR is fully
realized, it doesn't really change.
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She is great at defining IRR but doesn’t explain what she is there for, which is to tell me how the IRR of the 200
deals combines to get to 22%.

Advisor: Okay. So, I think I understand that. But I'm still trying to get, if, if there are 170 companies that are
totally done.

PE.B: Mmm.

Advisor: And a long time ago, the funds were small and they only did five deals. I mean, the funds now are
much bigger, how much is the recent one?

PE. B: 25 billion is our most recent fund.

Advisor: 25 billion. So..

PE. B So yeah, I guess that's a good point. In the past, it was a few $100,000,000 million. (now its 25 billion)
Larger investments do have a greater impact on IRR. So, there is the component of size. So for any larger
deals that did extremely well or really poorly that would skew the IRR of the overall fund.

Just like I said, of course you have to market cap weight it. Of course it is a good point. Isn’t she using the
market cap weight each quarter to calculate the 22%? The most recent funds are more heavily weighted.
Doesn’t she know how this number is calculated. It is the most important number on the pitchbook. The most
recent deals are also using the credit line more. So they are totally skewing the IRR to a false positive.

Advisor: Well, I see, so there is some market cap weighting. So if you have 200 deals total. And the most
recent deal, I'm simply making up a number here to express a point,. If the most recent deals were five times
the size. You'd have to weight the most recent deals at Five times the size of the of the prior deals to make it
like a fair comparison. Correct?

PE. B: Um, Sorry say that again?

Advisor: I'm saying, in the very beginning that the funds were smaller. But, you said the current fund is a 25
billion dollar fund, if the deals are bigger, that would skew the IRR in favor of a large deal.? You know, if you
did really good or really bad with A [(12:00)] recent deal, that would skew the average because there is a
market cap weighting . Is that right? Or wrong?

PE. B That would impact it definitely. But there are a number of factors that impact the IRR, including the
timing of the cash flows. So one of the factors is the size of the transactions but that's one of the many factors
that drives the IRR.

Just above she said the size of the transaction didn’t matter and now she is saying the size of the transaction
does matter. .

Advisor: Okay, well, Let's assume that the deal today has an IRR of 25%. With a lot of money. And let's say a
deal in the first fund, had a return of 10%. Or we can reverse it, we can say A deal today had an IRR of 10%
and deal back had an IRR of 25%? How do you weight the 25% and the 10% to get this 22% at the bottom of
the column? I know there's some calculation to make an IRR for each deal. Let's say we agree on that
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number. You bought a widget and you sold the widget. And you got the money back kind of quickly and you
made 25% today. But a long time ago, you bought a widget and sold a widget and you only made 10%. But
that was a long time ago with a small amount of money and today it's a lot of money. Those two numbers are
part of the 200 deals in the calculation. How do you weight those two numbers to get this 22 percent?

PE. B: [(14:00)] It's, it's weighted using the IRR formula which is by taking all the cash flows and then
discounting those cash flows and aggregating that. (She realizes we are at an impasse and she is repeating
herself and can’t answer the question-but she says she is about to send me the file so I back off a bit as I want
to get the file. ) I can show you our cash flow file which shows the formula. But not, it's not like an adding or
dividing type of situation because it takes into account the timing of the cash flows. And then, it's basically a
cash flow over 1+ the IRR over a time exponential Quantum. So it's, it's like, it's not very straight forward to just
say, since this is from five years ago. So, it's worth like one-fifth the amount of the other one. it's a Nuanced
calculation.

(whenever you hear it is a “nuanced” calculation, investors are headed for trouble- this is now a “complicated”
and a “nuanced” calculation)

Advisor: What if on the other hand, a fund, a long time ago made 25% IRR and a fund today made a 10% IRR.
How would the Nuance work with that?

PE. B: They would both be taken into consideration for the final calculation. But it really depends on the timing
of the fund.

(Again, what is she talking about- how do they put a number with no backup on a pitchbook)

Advisor : What does that mean?

PE.B: It’s basically taking every single cash flow that we have had in the deals and all the funds. And
aggregating them together. So it would be like if you had a really long fund from 1990 until 2022. So, it's
basically pretending all the deals add up to one fund, if that makes sense.

Advisor: It sort of does, but I have been in alot of these funds and they overlap each other. Do you understand
what I am saying. [(16:00)]

PE. B: They do, Yes, .

Advisor: ..then it is really not fair to say it is one big fund because some of the old funds start and they take six,
seven years even 10 years to work out. But since you start a new fund just three or four years later? So what
does that mean that it is all one fund?

She has no clue. These deals and funds overlap. There is no such thing as a great big fund from 1990 until
2022.

PE. A It all has to do with the cash flow. So when the money is coming in and out of each individual deal. And
then that 22% is just taking into account, when you go all the way back to fund one.

The original wholesaler realizing that his product specialist is having trouble is coming in to try and save the
day.
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Advisor: I get the principle. I just feel like it just falls apart. I mean, I get the idea but really, really if there's 200
individual deals in there, right?

PE. B Um, yeah.

Advisor: Okay. Fine. If there's 200 deals and only 30 are active right now, so 170 of those deals are totally
done. Correct? So whatever the IRRs is on those completed funds is totally done ?

PE.B: Yeah, yes.

Advisor: So those 170 funds are given some weighting in the total weighting. There are only 30 funds left. And
there are 200 funds total. When you do a market cap weighting for regular stuff. You know, so the weightings
get to 100, you say it is 20% times this plus 20% times that plus 20% from a third and so on and then you get
a number at the bottom. And that's the market cap weighting. It's simple. This feels to me like it's sort of like
that but not really.

(What I am saying is 7th grade math and she doesn’t understand it)

PE.B: I'm, I'm not sure what you mean, by it feels like that, but not really.

Advisor: Do you have a spreadsheet that gets that 22% number?

PE.B: We do have a backup. I can give you a, [(18:00)] cash flow synopsis that we can send you. Sure.

Advisor: It'll, it'll show the 200 funds and they get to the 22%..??

PE.B: That might be the easiest.

Advisor: .. and gets to the 22%?

PE.B: It will show all of our funds since inception and the cash flows for each of those funds. And the IRR for
each of those. Both on the deal level and on a fund level.

The numbers for the IRR for each deal for the active deals are artificially high because of the credit line. They
are also over 50% of the market cap weight. The whole thing falls apart when you ask how they weight each
individual deal. However, if she is going to send it to me, terrific.

Advisor: .. You are market cap weighting all of the deals and changing the new deals as they change and the
old deals are constant? If you have a spreadsheet that supports what you are saying and that shows all the
confidence factors? It spells out how you get to the 22? Well, then you have a spreadsheet. It is just not on the
piece of paper on the pitchbook.. you know what I mean?

PE.B: Yeah, I think the cash flows will help you. It's basically any deals that are realized are just not generating
more cash flow.

Advisor: No. I get that. If you have a backup, that is fine.

PE.B: Yes, we have a backup that we can send.
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Advisor: Okay. Great. That would be great. I'm just, I'm just curious how that works. I won't send it to any
clients. Whenever I can't get to a number, I'm always concerned about showing it to somebody else. And then
they ask me how you got to that number. And I am in trouble if there is no back up for it.

PE. B Right. Sure. Yeah. We definitely have a backup. So we can send that, that might help.

Advisor: Okay. Great. Okay. why don't you send me that when you have a chance.

PE.A: Okay.

Advisor: Hey, PE.A, Do me a favor. Give me one sec. I wanna call somebody. Give me five, I'm coming right
back. Okay?

PE.A: Okay. Got you. I'll give you a call a little...

Advisor: Give me five, give me five minutes. Bye. Bye.

[END]

Again, FINRA 2210 (d) says you have to explain things according to the audience and you can’t use footnotes.
They can’t even explain the number according to themselves. The product specialist who is a Wharton MBA
and was called in to explain a number that she is calculating every quarter has no idea how they got that
number. She is making basic conceptual mistakes in explaining how they got the number. They are simply
violating the industry rules of selling securities. This fund is being sold at Goldman Sachs, Merrill Lynch and
numerous other “reputable” places.

---------- Forwarded message ---------
From: Wholesaler@apollo.com>
Date: Wed, Apr 19, 2023 at 4:41 PM
Subject: Apollo PE X Cash Flows
To: Financial Advisor and FA.com>

Hi Financial Advisor

Sorry for the delay in reaching out.
After connecting with our PE Team, we are unable to disclosure and send out the Cash flows per our
compliance.
Sorry for the miscommunication.

Best,

Apollo Global Management

Wholesaler@apollo.com
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Apollo
2201 E. Camelback Road Suite 215
Phoenix, AZ 85016
www.apollo.com

How do we get to the 22%. I am calling that the “Pooled IRR”.
Let’s look at the chart below.

210 deals each with A specific IRR.

We are assuming 210 deals over 9 funds. The original 169 deals which had a total market cap of 33 Billion are
totally done. The current deals from 170-210 are still active and have a total market cap of 44 Billion.
Additionally, the current deals are making much more use of the credit line than the prior deals.

The active deals are 44 Billion. The completed deals are 33 Billion. Total deals 77 Billion. Active deals are
57%. Completed deals are 43%.

We need to market cap weight each deal on its own, but in general the 40 active deals are 57% of the “Pooled
IRR” and the 170 completed deals are 43% of the “pooled IRR”. However, in general the active deals have
less credibility as they are using the credit line to generate an artificially high IRR.

Each of the 210 deals has a specific IRR. Many of the IRR’s of the active deals are artificially high because of
the credit line.

If we had 5 deals and each deal was the same size and each had an IRR of 10%, we could get a pooled IRR
by doing the following.

Deal IRR Weighting
1 10% 20%
2 10% 20%
3 10% 20%
4 10% 20%
5 10% 20%

Pooled IRR 10% 100%

However, now we have 210 deals, each with different IRR’s, each of different sizes, and the active deals have
less credibility because the IRR is artificially high because of the credit line.
How do you get to a number which represents the Program IRR with any sense of reality?

1) If each deal was equally weighted, it would be .47% per deal.
2) If we market cap weight:

a) 50% to the completed 170 deals and 50% to the 40 active deals:
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i) The 170 completed deals get a weighting of .29% per deal and the 40 active deals get a
weighting of 1.25% per deal.

ii) However, the 170 completed deals are not all the same size. The 40 active deals are not
all the same size. Who exactly weighted those deals to come up with 22%? What
assumptions did they use?

Summary:

The 22% is a made up number.

You can’t combine deals this way. The only way to look at them is to see them on a month by month chart over
multiple years and eyeball them. Some do good. Some do bad. They don’t beat the public markets.

If these guys really had a way to hit consistent triples and home-runs, they would show us.
They don’t. That is why they hide the returns.
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