PA Validation

Trust but Verify




Checks for Balance

Limited Partners, from pension
funds to endowments, are
deepening their exposure to
private markets as part of long-
term portfolio strateqy. But as
allocations grow, so does the
complexity: bespoke Limited
Partnership Agreements (LPAs),
evolving fee mechanics, and
intricate distribution terms make
oversight increasingly difficult.

Even for experienced LPs,
confirming that management
fees, fund expenses, and carried
interest are calculated exactly as
agreed can be time-consuming
and opaque. Reporting remains
inconsistent across General
Partners (GPs), and key LPA
provisions are often interpreted
differently from one fund to
another.

Forward-thinking investors are now
strengthening operational oversight, replacing
manual spreadsheet models with structured,
data-driven validation of fund economics. The
result: greater accuracy, transparency, and
control over how fees and distributions are

applied.

The Validation Gap

Are you paying too much to

your General Partners? Are the
management fees they are
charging you calculated correctly?
Do you have confidence in what

is happening across all of your
partnership agreements?

LPs need better transparency and
management oversight on all their
LPAs so fees can be validated,

and misinterpreted terms and
inaccuracies do not go unchecked.

Even minor deviations can result in significant
discrepancies when compounded over the life of a fund.

In this white paper we explore:

The requlatory response to GP fee miscalculations
Examples of misinterpreted terms and their consequences
The Solution: LPA Validation powered by gashqgade

Sample gashqgade LPA Validation Report

Case Study: How LPA Validation for a large pension fund
discovered discrepancies with the GP’s calculations and led to
amounts being credited back to the client
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Requlatory Response

Regulators agree: fees charged by GPs are not always correct

Importance of the LPA

The LPA document serves as the foundation for fundraising but also
dictates the commercial relationship between LPs and GPs. LPAs are
often large documents, but small language differences can make
huge monetary difference and interpretation is key.

Growing regulatory scrutiny

Against a backdrop of growing scrutiny in the private equity sector,
the Securities and Exchange Commission (SEC) in the U.S. has
played a significant role in shaping how LPAs have evolved. GPs are
being pushed to increase transparency with investors and remove
ambiguous terms that can be misinterpreted, especially with regard
to fees and expenses. Ultimately, the SEC is trying to stop fund
managers from misallocating or unfairly charging fees and expenses
to investors.

Real outcomes

The misinterpretation of terms in LP agreements, and the lack of
ability to review those terms can leave some LPs out of pocket.

LPs therefore need a way to validate and gain management oversight

of their LPAs to ensure they are not on the back foot.

Recent years have seen an increase in requlatory fines and
enforcements against GPs.
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Costly Mistakes

KKR misallocates over $17m in expenses

In 2015, Kohlberg Kravis Roberts & Co. agreed to
pay $30 million to settle the charges, including
a $10 million penalty, after it was found that
the firm they misallocated more than $17 million
in “broken deal” expenses and breached its
fiduciary duty to clients.

$338 million of “broken deal” or diligence
expenses over a six-year period that ended in
2011, were incurred by investors such as pension
funds, endowments and other institutional
investors.

While KKR’s co-investors, including KKR
executives, were active participants in the firm’s
private equity transactions and gained from

the firm’s deal sourcing endeavors, KKR refrained
from assigning any of the incurred broken deal
expenses to any of these individuals

for an extended period.

Additionally, KKR did not explicitly inform its
co-investors in their fund limited partnership
agreements or the associated offering
materials about this non-allocation of broken
deal expenses.




More Fines

Apollo Global Management pays $52.7m fine

In 2016, New York based Apollo Global
Management settled what was the largest
Private Equity fine to date, following charges
that it misled investors about fee practices
and failed to prevent a senior partner from
charging personal expenses to clients.

The fine specifically relates to Apollo’s
inadequate disclosure to its investors
regarding its intention to collect substantial
one-time fees

from companies it either took public or sold.

The requlatory penalty originated from the
absence of specific disclosures in Apollo’s
limited partnership agreements for certain
funds.
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Insight Venture Management LLC pays $1.5m fine

In 2023, New York-based investment adviser
Insight Venture Management LLC was fined by
the SEC for ‘charging excess management fees
and failing to disclose a conflict of interest to
investors relating to its fee calculations’. The
penalty involved a $1.5m fine and $864,958

in ‘disgorgement and prejudgment interest’
which had to be returned to the affected
funds.

The SEC order found from August 2017
through April 2021, Insight charged excess
management fees by inaccurately calculating
management fees based on aggregated
invested capital at the portfolio company
level instead of at the individual portfolio
investment security level, as required by the
applicable LPAs.
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Real Effects

At gashgade we reqularly discover discrepancies with terms in LPAs as
part of our validation service. Here are some real-world examples with their
potential effect on a hypothetical investment of USD 100m fund.

Example 1: Strict compounding error

Many funds use the so-called strict compounding method for preferred
return calculation. It works as follows:

' During the year simple interest is calculated on the outstanding
capital

. At year end the accumulated interest is added to the
outstanding capital

‘ Next year the simple interest is calculated on this new bigger
balance

We have frequently discovered examples where the accumulated interest
is overlooked and not added at year end, which results in a lower preferred
return, which in turn can hurt the investors.

The chart on the right shows the potential effect on a USD $100m fund.
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Capital

Strict Compounding

LP could lose out on $6,932,808!

1/1/2020 171/ 2021 171/ 2022 1/1/2023 171/ 2024

— Strict Compounding — Simple

01/01/2020

01/01/2021

01/01/2022

01/01/2023

01/01/2024

01/01/2025

I R

1/1/2025

Difference

640,000

1,971,200

4,048,896

6,932,808




Hybrid Calculations

Example 2: Hybrid waterfall miscalculation

8,000,000 Expense Payback

7,000,000
Hybrid waterfalls have a unique way of treating fund-level expenses in
the distribution waterfall calculations. They let in only a portion of the 6,000,000
expenses to the waterfall at each of the distributions.

LP could lose out on $1,500,000!

5,000,000

4,000,000

Typically, this portion is not calculated the same way over the fund’s 3,000,000
lifetime. During the investment period they let in a portion that is

realized investments divided by commitment, and thereafter a portion
that is realized investments divided by all investments. 1,000,000

2,000,000

1/1/2020 11/ 2021 1112022 11/ 2023 171/ 2024 11/ 2025

— Correct Expense Payback — Incorrect Expense Payback
We have seen multiple examples when at the end of the investment period
there was a failure to switch to the new calculation logic... which is to the
detriment of the investors: they get back less capital and less preferred

return than what they would be entitled to.
Expenses 10,000,000

The chart on the right shows the potential effect on a USD 100m fund. o
Commitment 100,000,000

Total Calls 80,000,000
Realization 25.00% in each of year 3, year 4 and year 5

Correct Expense Payback Incorrect Expense Payback Difference

01/01/2020

01/01/2022

01/01/2023 2,500,000 2,000,000 500,000
01/01/2024 5,000,000 4,000,000 1,000,000
01/01/2025 7,500,000 6,000,000 1,500,000
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Mixing Terms

Example 3: Mixing IRR hurdle with continuous
compounding discrepancy

We have discovered instances of a hurdle step of 6% continuous
compounding in the LPA, which means that any contribution to the
fund involves calculating the 6%, but in the GP model it considered 6%
IRR hurdle.

What is the issue?

As soon as the distributions to contributions reach the 6% internal rate
of return, calculating pref often is stopped, even if further contributions
are made in the future.

In continuous compounding, it doesn’t matter what the internal rate
of return is, every time there is a new contribution, 6% is calculated

continuously.

The chart on the right shows the potential effect on a USD 1m fund.

Page 12

CompoundedHurdle

No further
calculations
made

1/1/2020 17172021 1112022 1112023 112024

B Pref. 6% continuous B Pref. 6% IRR

11/ 2025




gashqgade LPA Validation

Using a blend of cutting-edge automated technology and an experienced team
of industry experts, qashgade provide a tailored LPA Validation service for LPs

globally. The result is increased transparency and management oversight of all
your LP Agreements and terms.

Step 1: Legal Documents Analysis

All legal documents which are relevant to the remuneration of the
GP / Manager / Advisor of the Fund

Latest ILPA/Financial Statement reported by the manager

According to both performance fee and management fee
structures, we request the variables which serve as the basis of
calculation - a personalized checklist

Step 2: Full Data Analysis

Investor Reports / Capital Account Statements: All reports since
inception up until and inclusive of the calculation date

Fund Reports: All fund reports since inception management reports
and audited reports

Performance Metrics (optional): TVPI « DPI « IRR
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Step 3: Implementation/Report

Upload the CFs into client’s environment - Waterfall setup
Waterfall and management fee structure created in gashgade

All fund details in the system

Reports

LP Cockpit: All fund reports will be available in the platform stating
where the data is from and what legal documents we received

GP Overview

Step 4: Validation

Presenting our findings: We will show our calculations in a personalised
report

If there are discrepancies higher than the tolerable rate, we will provide
our recommendation

Advisory (optional)

Ultimately gashgade’s LPA Validation enables the reduction of risk of errors

and compounded inaccuracies. As a result of using gashqgade, LPs are able
to validate LPAs themselves saving time and resources.

Page 15



Sample Report

Get an immediate overview of the analysis results

AlpenPeak Infra O LP
FLORENTA "
RETIREMENT
SYETEM
Samimiary Companson Table
LPA Validatson for Alpenieak Infra Opps I, LP, was Absolute Diff.  Relative Diff.
reviewed from inception on Movember 24, 2016, through 0P -0.00 0.31%
September 30, 2024, TVEI 000 0.08%
Gross IRR
The performance fee and management fee calculated A LT
bated on the data proveded do not correspond (o the valees Mit IRR 10.53% P
reported by the manager. Management Fee 10°470°29655  10'512'357.00 42°060.45 0.40%
- s - S Ty =1
The distribution waterfalt follows a hybrid model and it e
allows partial dispostions, The fund mvested m a total mﬂf Fee 564780 LA
of 11 dealy, of whach B have been realored to date. The
GF |5 already entitled to carry, Mevertheless, the manager E‘&“jmﬂ Fee 239°054.34 3.63%
reported cammy paid ITD that is LB2I% Lower than the
amount calculated by qashqade. Conversely, the unrealizeg 10t Fees 185'466.93 083%

performance fes 15 3.36% hagher.

A detailed analysis is provided below,

Key Terms
Incepison [habe 1172472016
Total Commtrment T1E'500'000,00
L™ cowmmetmant 1200000000
€ lients share 16.77% @ Management Fee
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Performance Fee Realized

@ Perormance Fea Unrealized
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Sample Report

FLOREMNTA

EETIREMENT
SYSTEM

Have all the details of the evaluated fund collected and structured

AlpenPeak Infra Opps I LP

Logie

Tear-to-Tear Camparsan

‘Waterfall Step Desniption Term Reference Last Year This Year
1 - Return of Capital a3 () 1) () . . e e N i
2 - Return of Fees & Costs 4.3. bl i) (B Commitment 120°000/000.00 10000%  120'000000.00 100.00%
M Ea A E e B R e et et
— el s N 672'000.00 0.56% 672'000.00 0.56%
d = Mgt Fes on Fee Capial Base 24, |a) iarelic ol i
£ . rafarad Rt 89 43, {b) fil ITD Capital Catled 120067 2°000.00 100.56% 120067200000 100.56%
6 - Catch-up t5 20% 43, (b} () ITD Distribution to 1077 36'000.00 B9.78% 10773600000 H9.78%
7 - Canry Split [B0/20) 43, {b) ] Irvestor [Met) Act 1024 76455.20 B5.40% 10247645520 B5 40%
it in: T285'544 80 438% §259'544 80 430%
Okt NAV to 0.00 0.00%  SE4480000.00 B2.04%
Irvestor (Met) Wal .00 0,00 91'857'485 .34 7E.55%
Investment Detasls
Clisnt Name FLORS o nCe e Q.00 0.00% E590'510.66 5.459%
Gp Marme AlprnPeak GP
Data
Ascet Class Infrastructure
e — Hecened Used
Fund Curmency LI5S0 _
Transactions B3 Bl
Transactions Types 10
LPA terms 2 7

Page 18

Page 19



Sample Report

Profit from gashgade’s experience reviewing your LPA

™ VR PP ot e

FLORENTA AlpenPeak Infra Opps Il LP - Review Status:
SYSTEM

LPA Validation

The LP4A Validation far Alpenifeak Infra Opps B, LP. covered the pennd from Movember 24, 2016, through Septermber 30, 2024, The analymis focuted an verfying
the management and performance lee calculabons and assessing consrsfency with the hybnd waterfall berms cutlmed in the LFA

Under Section £, 2{b). the fund operatec 3 hybed realized waterfall that allows partial dispositions. and deal-by-deal camy enfitlement. The strecture priontizes the
return of caprlal. recowery of fees and costs, and preferred return belose applymg the cotch-up and the BOS20 camry spll. Thes dessgn enables carmy distnbutions
before full repayment of tobal centnbutions.

The datazet included portiolio-lewel contnbumons, distributions, and valuanans. The Tund imeested in 11 deals, with B realizanons compldeted. [otal capital called
reached USD 12007 mdlion (100.56%), wihile USD 1077 mallion (B9, 78%) was detnbuted, gashgade reconstructed deal-level resulls Tollonnng the logie defined
m the LFA,

The calculated management fee totaled USD 10,47 mallion, differing by 0.40% from the manager's reported figure. The performance fee calolated at USD 11.85
millian shewed a 1.7 1% vanance from the repared USD 11.99 milian, Within this, the realized companent was 1.57% lawer, and the unrealived companent was
3.63% hgher than Ut manages's higuees,

These discrepandsss Luggest potential timing differences, vanabons in fee-bace definations, o differing recogniticn of unrealized gains. Although the structure
aligns werth the PGS intent, the abasnved deabons are meammngiul enough to regquire further attentson.

While gashgade's caloulations aligns with the fund's governing terms, the fee differenoes ientiied mdicate thal certain assemplions or valuation reatments
used by the GP diverge from the LPA. It is recommended that a desper review be perfarmed, focusing on the calculation bases, timing of accruals, and valuation
methadalogy to ensure full compliance and coansistency with the partnership agresment.
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Sample Report

Profit from gashgade’s experience reviewing your LPA

@ FLORENTA AlpenPeak Infra Opps 1| LP

HETIREMENT

SYSTEM

Appendiz

Documents recefed
M e Date of Uplosd Commants
Alpenfeak_fund_LFA_Hedacted. pcl A10202% 01 :4%:5H am LFPA& Amenched
EMG ADN Part 24 - Fees pdf 21102025 01:45:06 am Fees and Compenscation owvenview
Fea Decoription Qashgade Carny.rif.docs 21102025 01:45:11 am LPA extract - Waterfall
Fee Descnption Qashgade.nt! doo 217102025 01:45:18 am LPA extract - Management Fee
transactions 0251020 233141 cov 2111052025 01:25:48 am Thie data was af type Transactions It was used.

Disclaimer

i cases where e datd clneered by the cleend 5 incomplete o doirs ot martch the requered granculanty a5 descnbed in o Linnted Parteersfing Agréement [LEA) for
the Colowlatron of, nol conclusae, mvestmenl retwns, fees, and expenses, gashgade o /s partners cannol guaranied the uselulness of any calculsbion,

gashgade cannat be hetd Lable far any failure of costs incurred m actions taken, legal or ather, based on the préesented calculation.
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Case Study

Our client is a large European pension fund, investing in close to 100 funds diversified

across a variety of GPs. The exposure to fee payments in these funds is considerable.

The Challenge

Client previously relied on GPs to perform accurate waterfall
calculations, with appropriate controls from relevant auditor.

Pension fund was invested in ~100 alternative closed-end funds, each
with potentially different LPAs requiring review and modeling.

Large amounts of diverse data had to be normalized, run through
models, and compared to GP numbers for accuracy.

Ensuring fee calculations were correct required both industry expertise
and advanced technology to replace manual, error-prone tasks.

The Solution

The solution had to consider 3 aspects:

gashgade’s team standardized the data and guided

Data the client through accurate calculations and
comparisons, making review across all investments
simple and consistent.

gashgade’s platform, designed for scalable waterfall

Models models, allowed the expert services team to efficiently
build models for each investment or fund and run the
data accurately.

gashqgade’s collects and compares data from
waterfall models against GP-provided figures, tracks
LPA validation across investments, and delivers
customizable reports for reliable outputs.

Reporting
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The Outcome

:—39 Execute without in-
= house burden

By leveraging qashqgade, the client
could perform detailed LPA-level
reviews without needing to build
in-house expertise or costly tools,
allowing client teams to stay
focused on core business activities.

@- Benchmark fees
S against standards

LPA-based calculations are
compared with industry KPIs, giving
the client confidence that fees and
costs are aligned with expectations
and contractual terms.

[—@Q Achieve standardized
L¥_J] reporting

The reports provide a clear,
standardized overview of all
investments, in a comparable format
making it easier to assess exposure
and status across multiple funds.

” ID and resolve
=2 discrepancies

The reports highlight differences
between expected and GP-reported
values, enabling the client to quickly
address potential miscalculations or
misunderstandings with the GP.

On several occasions during the LPA validation project, the
differences discovered by gashgade led to changes of the

calculation with the GP and resulted in amounts being credited back
to the client.
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Whether you manage $100m or $10bn, private
markets demand more than qut feel or
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terms, and outcomes.

qgashqgade gives LPs the tools to move from
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