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Overview
State and local pension funds collectively hold more than $5 trillion in assets to pay for promised benefits to 
workers and retirees.1 On average, about three-quarters of these assets are allocated to risky investments, 
including stocks, as well as nontraditional investments such as private equity, real estate, and hedge funds, which 
collectively are known as “alternatives.” Although these types of investments can yield significant returns and 
help diversify investment portfolios, they also come with elevated risks and hefty management fees.

Public pension plans’ use of alternative investments has more than doubled over the past 15 years. And with that, 
total investment fees also have increased, with state funds reporting costs in excess of $10 billion annually. From 
2006 to 2019, fees as a share of total investments grew from 0.26% to 0.35%—a 30% increase as a percentage 
of assets. 

To ensure that pension funds make sound investment decisions that are balanced against risk exposure, 
policymakers, stakeholders, and the public need complete information on investment performance and costs. 
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However, many plans’ disclosures are not sufficiently transparent, leaving stakeholders without the data they 
need to accurately assess the performance of investment funds. 

In 2016, The Pew Charitable Trusts examined the investment disclosure practices (using 2014 data) of the 
nation’s 73 largest pension funds, which collectively hold about 95% of state pension assets. That study found 
that although public retirement systems receive the same guidance on disclosing their investment details—
from the Governmental Accounting Standards Board (GASB) and Government Finance Officers Association 
(GFOA)—they interpret and implement the standards differently. And, as a result, their disclosure practices vary 
significantly, particularly regarding fees. 

That research also identified specific practices plan administrators and boards of trustees should consider to 
improve the transparency of pension operations and investments. This issue brief updates that study, using 
publicly available data from those same 73 funds as of 2021, to assess how state pension funds have progressed 
in adopting three of these practices related to reporting and disclosure. Specifically, this update reviews state 
fund policy changes related to: 

 • Making investment policy statements comprehensive, transparent, and readily accessible to stakeholders.

 • Disclosing bottom-line performance, not only gross of fees but also net of fees, which reflects the return on 
investments after subtracting fees paid to investment managers.

 • Adopting comprehensive fee-reporting practices for private equity investments, including performance fees. 

Overall, this analysis finds that the number of funds following these recommended practices grew from 2016 to 
2021, in some cases substantially. These increases can probably be attributed to growing industry and public 
awareness of the need for transparency in pension investments, including among organizations such as GASB 
and GFOA,  which, along with Pew, have provided some concrete guidelines for reporting in recent years. But the 
73 funds still vary widely in their disclosure of investment costs, demonstrating an ongoing need for better, more 
consistent disclosure rules to help stakeholders discern how well investments are being managed.  

Most plans’ investment policy statements are publicly available 
The GFOA recommends that each pension plan develop a concrete investment policy that describes its risk 
and return objectives, as well as the target percentage of its assets to be allocated to each type of investment.2 
But setting policies and targets alone is insufficient to effectively promote transparency. By ensuring that these 
policies are readily accessible to stakeholders online, plan administrators can create a foundation of openness in 
public pension management—providing trustees, policymakers, and workers with the information they need to 
understand and assess the strategies that systems follow for the investment of public funds. 

Of the 73 plans examined, 64 made their investment policies publicly available online in 2021, up slightly from 59 
in 2016.3 

Plans can do more to disclose bottom-line performance
To fully understand investment performance, public pension stakeholders need clear information that accounts 
for the costs of managing assets. Providing net of fees performance is consistent with the Global Investment 
Performance Standards for Asset Owners established by the CFA Institute.4 

Pew found that from 2016 to 2021, plans made progress on transparent fee disclosure. In 2016, more than a third of 
pension funds (27) reported only their investment performance gross of fees. But by fiscal year 2021, that figure had 
dropped to about a quarter of funds (18). (See Figure 1.) Although this represents good progress since 2014, many 
state plans still do not provide the information stakeholders need to accurately assess investment performance.5 
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Reporting investment returns in both gross- and net-of-fee terms gives stakeholders information on the cost and 
bottom-line results of pension funds’ investment strategies. Directly comparing net and gross returns is a clear, 
easy way to view the impact of fees on fund performance.  

Increased Use of Alternative Investments Bolsters Calls for More Effective Risk Disclosures

Pension plans’ growing use of alternative investments in recent years and the lack of standardized 
disclosure practices have spurred a variety of interventions by regulatory and nongovernmental entities 
to promote greater consistency in reporting: 

 • GASB in 2020 launched a research project to evaluate whether existing guidance on disclosing 
investment fees charged by private investment managers is sufficient.6

Note: “Multiple” means the state has two pension funds that reported performance differently.

Sources: Comprehensive annual financial reports, 2021; state treasury reports; quarterly investment reports; and plan 
responses to data inquiries

© 2023 The Pew Charitable Trusts

Figure 1

Most State Public Pension Plans Report Total Returns Less Fees
Retirement systems’ performance disclosure methods by state, 2021
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Plans have improved their fee reporting 
Pew’s 2016 analysis found that whether a plan included or omitted performance fees when calculating 
investment management costs contributed significantly to the wide variation in reported fees across the 
73 funds.8 In private equity investment, the general partner, consisting of investment firms or a group of 
professionals responsible for managing the fund, typically receives management fees and a share of the fund’s 
profits, known as carried interest or performance fees, as compensation. The average value of undisclosed private 
equity fees, including carried interest, can equal 1.5% or more of annual assets, or about half of pension funds’ 
total private equity management costs.  

In 2016, ILPA recommended disclosure of all carried interest and fee expenses, sorted by investment manager. 
And although such comprehensive disclosure of private equity fees is still uncommon, the number of pension 
funds making at least a good faith effort has more than doubled since 2014, growing from four to at least 10 in 
2021.

Of those 10 pension plans, five stand out for the most robust reporting of fees. The two earliest adopters cited in 
Pew’s 2016 study, the South Carolina Retirement System and the Missouri State Employees’ Retirement System, 
have reported performance fees by individual private equity manager or investment fund for nearly a decade.9 
More recently, the California Public Employees’ Retirement System, North Carolina Retirement System, and 
Pennsylvania Public School Employee Retirement Systems have begun comprehensive and routine disclosure of 
carried interest and profit-sharing fees. 10

In addition, the California State Teachers’ Retirement System and Pennsylvania State Employees Retirement 
System now report the total carried interest earned by investment managers.11 Although these disclosures, which 
are included in supplemental fee and expense reports, do not break those earnings down by individual investment 
manager as recommended by ILPA, they nevertheless represent a significant step toward transparency that most 
state plans have yet to adopt.

Further, several funds have taken steps toward disclosing aggregated private equity performance fees. For 
example, the New York State and Local Retirement System calculates private equity fees and expenses, 
including the total cost of carried interest, based on information provided by external investment managers and 
consultants, as well as on private equity financial statements.12 Similarly, the Ohio Public Employees Retirement 
System and the Arizona State Retirement System now report details on net management fees, fund expenses, 
and performance fees, including a good faith estimate of carried interest by asset class. 13

 • More than 180 asset managers and other investment organizations, including some U.S. public pension 
funds, have endorsed a set of comprehensive fee disclosure practices that the Institutional Limited 
Partners Association (ILPA), a member organization for private equity managers, introduced in 2016.

 • Two private companies serving institutional investors launched the Global Pension Transparency 
Benchmark (GPTB) in 2021 to provide pension fund managers around the world with a holistic 
approach to assessing transparency and improving plan outcomes. GPTB evaluated the top five 
funds in each of 15 countries—75 funds in total—and found a need for substantial improvement in 
transparency worldwide. The study ranked U.S. public pension funds ninth out of the 15 countries, 
noting that U.S. funds “did not provide much relevant cost information.”7
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Conclusion
No one approach to investing is appropriate for all pension plans, but the risk and complexity inherent in the 
equity and alternative investments that make up most public pension fund assets demand greater transparency 
in plan reporting. Policymakers, workers, retirees, and taxpayers need full disclosure on investment performance 
and fees to ensure that risks, returns, and costs are balanced according to established best practices and meet 
funds’ needs.

Appendix: Data sources 
To examine changing investment practices across the 50 states, Pew used three data sources covering the 
73 largest state-sponsored pension funds, which managed most of the nearly $4 trillion of assets under 
management by state-run pension plans in 2021: 

 • Plans’ comprehensive annual financial reports, actuarial valuations, and other relevant documents 
published from 1992 to 2021, with a primary focus on asset allocation, performance, and fees from 2006 to 
2019. 

 • The U.S. Federal Reserve Financial Accounts of the United States, which include aggregate economic and 
investment data on public pensions from 1954 to 2019. 

 • The Wilshire Trust Universe Comparison Service performance comparisons, reported quarterly from 1981 
to 2021. 

Together, these data sets provide a 60-year picture of aggregate investment trends and a detailed look at 
investment practices from 2006 to 2021 across nearly all state public pension funds.
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