Definition of “Total Annual Revenue”
We recommend that the CARB defines “total annual revenue” as gross receipts, per California Revenue and Taxation Code § 25120(f)(2).
Definition of “Doing Business in California”
We recommend that the CARB defines “doing business in California” using the Revenue & Tax Code definition provided in Section 23101.
Relationship between parent and subsidiaries
For private equity firms, each Fund entity maintains its own distinct financials and governing contracts. Accordingly, we believe the reporting definitions (“total annual revenue” and “doing business in California”) would be more useful if applied at the entity level rather than the Fund, portfolio company (PortCo), or parent level. Specific assets inside each Fund will likely fluctuate on a year-over-year basis, so non-aggregated, entity-level reporting would provide greater value and portability as investments transition to different parent owners.
We have included a sample structure chart to illustrate: the Investment Manager (an SEC-registered investment adviser), the private equity Fund (a limited partnership), the Fund’s General Partner, an operating company (OpCo) wholly owned and managed by the Fund, and a PortCo wholly owned by the Fund but operated by a separate management team.
We also recommend that if the parent company chooses to report on behalf of its subsidiaries, only data from the subsidiaries that are covered under 253 and 261 should be included in the report. Other subsidiaries that do not meet the thresholds or are out of the state or country should be excluded from reporting. The stated purpose of 253 and 261 is to help California manage climate risks and transition planning. The relevant risks are tied to entities with direct economic and operational presence in California, not out-of-state or global parent companies with negligible local operations.

