Date:

March 13, 2018

To:

PCA’s California-based Clients

From: Pension Consulting Alliance, LLC (PCA)
RE:

CLIENT ALERT – Proposed Amendments to California Tax Regulations May Impact
California’s Pension Funds

PCA would like to make its California pension plan clients aware of potential amendments to
market sourcing regulations by the California Franchise Tax Board (FTB). 1 Such proposed
regulations could impact out-of-state service providers, such as asset managers and other entities
with whom California clients do business.
The amendments (as part of CCR 25136-2), if enacted into law, would increase the cost for certain
service providers of doing business in California, and such costs may be passed on to the pension
systems.
The current version of 25136-2 does not specifically address how asset manager fees should be
sourced. We note that the FTB’s next public meeting is on April 12, 2018. We believe, but cannot
confirm, that preliminary discussions of the proposed revisions to 25136-2 may occur at this
meeting.
Given the potential ramifications of this proposal, PCA is encouraging its California clients to have
a discussion with their tax and legal advisors about the potential impact, if any, of these provisions.
In addition, we encourage PCA’s California clients to discuss this matter with their peers within the
State.
Should you have additional questions, please feel free to reach out to your PCA consultant, and
we will be happy to discuss in further detail.
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One source highlighting this proposal was the January 19, 2018 CALAPRS Investment Officers Roundtable.

DISCLOSURES: This document is distributed for informational use only; it does not constitute legal advice and should not be used as such.
Information contained herein may have been provided by third parties, including investment firms providing information on returns and
assets under management, and may not have been independently verified.
Neither PCA nor PCA’s officers, employees or agents, make any representation or warranty, express or implied, in relation to the accuracy
or completeness of the information contained in this document or any oral information provided in connection herewith, or any data
subsequently generated herefrom, and accept no responsibility, obligation or liability (whether direct or indirect, in contract, tort or
otherwise) in relation to any of such information. PCA and PCA’s officers, employees and agents expressly disclaim any and all liability that
may be based on this document and any errors therein or omissions therefrom. Neither PCA nor any of PCA’s officers, employees or agents,
make any representation of warranty, express or implied, that any transaction has been or may be effected on the terms or in the manner
stated in this document, or as to the achievement or reasonableness of future projections, management targets, estimates, prospects or
returns, if any. Any views or terms contained herein are preliminary only, and are based on financial, economic, market and other conditions
prevailing as of the date of this document and are therefore subject to change.
The information contained in this report may include forward-looking statements. Forward-looking statements include a number of risks,
uncertainties and other factors beyond the control of the Firm, which may result in material differences in actual results, performance or
other expectations. The opinions, estimates and analyses reflect PCA’s current judgment, which may change in the future.
Any tables, graphs or charts relating to past performance included in this report are intended only to illustrate investment performance for
the historical periods shown. Such tables, graphs and charts are not intended to predict future performance and should not be used as the
basis for an investment decision.
All trademarks or product names mentioned herein are the property of their respective owners. Indices are unmanaged and one cannot
invest directly in an index. The index data provided is on an “as is” basis. In no event shall the index providers or its affiliates have any liability
of any kind in connection with the index data or the portfolio described herein. Copying or redistributing this report is strictly prohibited.
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