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SUPERIOR COURT OF THE STATE OF CALIFORNIA
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Case No, BP 108 870
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[Probate Code §§ 2403, 1570, 23238]
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Andrew M. Wallet (“Mr. Wallet™), as Co-Conservator of the Estate of Britney
Jean Spears, and James P. Spears, (“Mzr. Spears™), as Conservator of the Person and
Co-Conservator of the Estate of Britney Jean Spears (collectively, the "Conservators™)
respectiully bring this verified Ex Parfe Petition for Order Modifying Investment Strategy
(Probate Cade §§ 2403, 2370) (the “Petition™), as follows:
PURFPOSE
L The purpose of this Petition is to obtain an order of this Court authorizing the
Conservators to modify thelr investment powets by altering the allocation strategy for the
Conservatee’s liquid assets due to changing market conditions. The Conservators’ investment
advisors, appointed by this Court’s Orders of September 8, 2010, September 30, 2010,0ctober 6,
2010, November 18, 2010, and February 10, 2011, have reached a consensus of opinion on the
proposed investment strategy, and have recommended an approach giving ﬂ.va (‘onservators
additional flexibility to respond to fluid national and global economies, as set forth below.

2. Currently, except for the bond portfolio (which assets are held directly in the name
of the conservatorship), the Conservatora, on the advice of the investment advisors, hold the
Conservatorship assets predominantly in mutual funds and exchange traded funds (“"ETF's™),
which each holds many assets, in order to provide the Conservatorship investment portfolio with
a broader and more conservative investment portfolio.! The Conservators will continue to invest
the Conservatorship investment portfolio in mutual funds and ETF’s for the foreseeable future
excepting only those funds invested in bonds. The Conservators require that all mntnal funds
and ETF’s in which they invest are fully liquid and are traded daily. No illiquid mutual funds or
ETE's are permitted in the investment portfolio.

3 To date, despite the challenging investrnent climate, the Conservators have

increased the value of the Conservatee®s holdings. In order to continue to increase the value of

'As a minor portion of the portfolio, the Conservators also hold separately managed
accounts which are in-house stratepies of the investrnent advisors, who manage and trade
individual stocks directly.

3
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the Conservatee’s holdings, Tecent events require that the Conservators significantly adjust ther
investment strategy 5o that they may safeguard and contime to grow the investment portfolio.
The stock market has risen substantially since the begirming of the year, and the bond market — as
a result of a myriad of factors — is now flat to negative. Attached as Exhibit A to this Petition 15 a
true and correct copy of a recent article entitled “Portfolio Management: The New 60/40" by At
Steinmetz, Chief Investment Officer of Oppeénheimer Funds, which explicates the economuc
shifts requiting the change in the asset allocations for the Conservatee’s investment porifolio.
The Court previously authorized the Conservators to delegate their investment powers to bath
professional investment advisors at Merrili Lynch and Morgan Stanley Smith Barney, The
Trustee of the STB Revocable Trust (the “STB Trust™) has also employed the investment advisors
at Morgan Stanley Smith Barney. The comobimed assets of the Conservatorship and the
STBTrust are managed in equal shares by the two sets of investment advisors, who have
responsibility for selecting, investing in and monitoring the particular investment vehicles for the
Conservatorship and assets of the SJB Trust, as well as the stratepgies utilized in the investment of
the assets of the Conservatorship and the STB Trust, all in accordance with the prudent investor
rule. The Conservators (Mr. Wallet and Mr. Spears through his counsel] continue to have
substantive monthly telephone calls with each set of investment adviscrs which include analyses
of market conditions and portfolio perfornmance, as well as quarterly and semi-anmual, calls with
[van Taback, the Trustee of the SIB Trust, and both sets of investment advisors for in-depth
investment evaluation and planming.

4. As the majority of the Conservatee’s assets have been held in bonds, the
Conservators have warked closely with both sets of investment advisors have reached a
consensus to reconfipure their mvestment strategy to better protect both the actual dollars and the
buying power of the Conservatee’s investment portfolio.

5. The Conservators seek the Court’s order approving a shift in the investment
strategy to provide the flexibility required in this economic environment. The Conservators

continue to invest the great majority of the portfolio in fixed income investments (bonds, and

S
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other funds of highly stable preferred securities that produce significant dividends) and equities.

Along with bonds and equities, which will continue to comprise the bulk of the portfolio, they

seek the Court’s authority to make the category of “alternative™ investments a more signilicant
component of the investment portfolio than the current allocations. These alternative
investments are all held in mutual fund vehicles managed by fund managers who have been and

are continually being vetted by our investment advisors. The assets in the alternative investment

class include real assets, managed futures, hedge funds, and REITS (the REITS have previously

comprised approximately 1% of the portfolie).? The REIT mntual funds characteristically hold
hundreds of real estate interests and provide another ¢lass of assets that does not track the ups |
and downs of the stock market and has historically been less volatile than the stock market as
well. The various classes of “alternative” investments are well described in the article “What
Are Alternative Tnvestments?” by Metrill Lynch Wealth Management, a true copy of which 18
attached as Exhibit B. The alternative investments that the Conservators pmpﬂsé including in the
candidates for the investment portfolio include the following:

a. Hedge Funds: hedpe fund managers define “risk™ in terms of potential
loss of invested capital (“total risk™) rather than the traditicnal definition
of “risk™ used in the stock market as deviation from a stated be:ni:hmarkl,
e.p., the Dow Jones Industrial Average. Hedge funds have proven better
able to sustain investor capital during the downturms, and to generate
positive returns regardless of market risks. /d, at page 3.

b. Managed Futures: funds that trade futures and forward contracts on
commodities as well as financial assets (including currencies, interest
rates, and bond and stock indexes). Jd at page 6.

d. Real assets: funds that melude real assets, including commadities,

infrastructure, plant and equipment, real estate, and human capital, as well

24 A lternative™ investments may also include private equities, although neither the
conservatorship nor the SIB Trust portfolios will contain amy private equities.
-4-
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1 | as securities that represent ownership in physical c:unjmr:rditie;sﬁ such as oil,
2 “ agriculture products, or gold. Jd at 10.
3 7. Because of the shifts in the investment environment, with a growing impact of
4 || the global economy and numerous other economic factors, the Conservators’ investment advisors
5 | believe that having increased flexibility that provides them with the ability to promptly respond
6 || to fluid market conditions, which is essential to the continuing stability and growth of the
7 | Conservatee’s investment portfolio. They therefore have jointly recommended the following
8 | investment allocation bands:
9 a. For the Conservatorship: Fixed income: 50 to 90%; Equities: 5 to 35%;
10 Alternatives {including without limitation REITS): 0 10 20%.
11 b. For the SJB Tryst: Fixed income: 40 to 70%; Equities: 15 to 40%;
12 Alternatives (including without limitation REITS): 0 to 3 0% (A petition
13 with regard to the investment of the SJB Trust will be filed in short order.)
14 B. Tvan Taback, the Trustee of the 8IB Trust, has communicated his agreement that

15 {| investing the Conservatorship assets and the SJB ‘TTust assets as a unified whole, as set forth
16 | above, with ML and MSSB coordnating investment strategy, is appropriate and in the best
17 [| interests of Ms. Spears.

L8 PROCEDURAL BACKGROUND

19 2. Appointment of Temporary Conservators. On Februaty 1, 2008, Mr.
20 [ Spears was appointed Temporary Conservator of the Person of Britpey Jean Speats (“Ms.
21 || Spears” or “Conservatee”). On that same date, the Court also appointed Mr. Spears and Mr.

22 || Wallet Temporary Co-Conservators of Britney’s Estate, Letters of Temporary Conservatorship

23 | were issued the same day and were extended several times.

PLN I 3. Appointment of Permanent Conservator of the Person and

25 || Co-Conservators of the Estate, Qr October 28, 2008, the Court appointed Mr. Spears the

26 | Permanent Conservator of the Person of Conservatee. Permanent Letters of Conservatorship of
27 | the Person were issued on January 9, 2009. On that same date, the Court also appointed

28
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Mr. Spears and Mr. Wallet as Permanent Co-Conservators of the Estate of Conservatee.

Permanent Letters of Conservatorship were issued on January 2, 2009,
4, Appointment of PYP Counsel. On Febmuary 1, 2008, the Court
appointed Samuel D. Ingham, IIT (“Mr. Ingham”) as the PVP attorney for the Conservatee. Mr.

Ingham continues to serve as such.

PREVIOUS INVESTMENT ORDERS
8. This Court made orders previously with regard to the investment petitions in the
Conservatorship matter on September 8, 2010, Qctober 6, 2010, November 18, 2010, and

February 10, 2011, and in the matter of the SJB Trust on September 30, 2010.

G, The Conservators request that in all respects other than the allocations for the
investment portfolio, the previous Orders remain fully in force and effect.
GOOD CAUSE EXISTS FOR HEARING THIS PETITION ON AN EX PARTE BASIS

S Regarding a petition re investments: Probate Code section 2403(b) provides that

notice of hearing on a petition brought under that section must be given in the manner provided
in Probate Code section 1460 ef seq.

a. Reparding a petition for instructions: Probate Code section 2570(c) similarly
provides that notice of hearing on a petition brought under that section mustlbe given in the
manner provided in Probate Code section 1460 ef seq., but states that the court “may order that
| the notice be dispensed with.”

7 Regarding notice of this Petition: Probate Code section 1460(a) provides that
notice of the time and place of the hearing must be given at least 15 days before the date of the

hearing. However, Section 1460(¢) contains an exception to the 15-day notice requirement and

allows the Court, for good cause, to dispense with the required notice. See also Prob. Code

§ 1203(a).

l
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8. Good cause exists to dispense with the notice requirements set forth in Probate

C'ode section 1460(a) and hear this Petition as to the remaining issues on an ex parie basis

1 || because, until this Petition is granted, the sizeable assets of the Conservatorship and the SJTR
4 || Trust cannot be invested optimally, especially due to the rapidly changing marker conditions and
5 || the underperformance of the bond portfolios. All interested parties agree that having this Petition
6 || heard and decided on an ex parte basis is appropnate.
7
8 NOTICE
9 5. Notice. Notice of the time, date and location of the ex porte hearing on
10 || this Petition has been given to all petsons entitled to notice under California law. as set forth.in
11 | the Declaration of Geraldine A. Wyle re Notice and Urgency filed concurrently with this Ex
12 || Parte Petition.
13 10.  Special Notice. No request for special notice has been made in this
14 Y| masgter.
15 | WHEREFORE, the Conservators pray for an Order of this Court:
16 1. Authorizing the Co-Conservators and Morgan Stanley Smith Barney and
17 || Merrill Lynch, acting on behalf of the Cu.:r-Conservatnrs of the Estate of Britney Jean Spears, to
18 || invest the assets of the Conservatorship and the assets of the SIB Trust mn. separate acCOUNts, but
19 || as a unified whole consistent with the investment allo cation ranges for the Conservatorship as
20 Il follows: Fixed income: 50 to 90%:; Equities: 5 to 35%; Altematives (including without
21 | limitation REITS): 0 ta 20%.
22 5 That this Order continue until such further order of the Court; and
23 |j 1/
24
25 || /Y
26
27 " M
28 | o
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- For such other orders as this Court deems proper.

Dated: March cﬁ, 2013 Respectfully submitted,

HOFFMAN, SABBAN & WATENMAKER

A Professional Corporation
Attorneys for James P. Spears, Conservator of the
Person and Co-Conservator of the Estate of Britney
Jean Spears

HINOJOSA & WALLET, LLP

Andrew M. Waile:t, Co-Conservator of the Estate of
Britney Jean Spesrs

R
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YERIFICATION

1, ANDREW M. WALLET, a party in the above-entitled matter, declare that I
have read the foregoing EX PARTE PETITION FOR ORDER MODIFYING INVESTMENT

| STRATEGY and knaw its contents. It is true of my knowledge, except 1o those mafters which

are stated on information and belief, and as to those matters, I believe them to be bue.
I deglare under penalty of pejury under the laws of the State of Califorma that the

forepoing is true and correct and that this document 15 exeonted on Marché_’ , 2013, atTos

wiooe -4 ocn ba o R kD

Anpeles, California.
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3 The Ex Parte Petition for Order Madifying Investment Strategy (the "Petition”™)
¢ filed by Andrew M. Wallet, as Co-Conservator of the Fstate of Britney Jean Spears, and James P,
> Spears, as Conservator of the Person and Co-Conservator of the Estate of Britney Jean Spears,
° (collectively, the “Co-Conservators™) came on ex parfe for hearing in Department 9 of the above-
7 referenced Court on Mﬂrchﬁ, 2013 at 8:30 a.m. Geraldine A. Wyle and Jeryll 5. Cohen c:urf
" Hoffman, Sabban & Watenmeaker, APC appeared on behalf of Mr. Spears. Samuel D. [ngham,
7 11, appeared as court appointed counsel for Britney Jean Spears. Andrew Wallet, Co-
0 Conservator of the Estate, appeared in pro per. The Honorable Reva (Goetz presided.
' Having read and considered the Petition, the Declaration of Geraldine A. Wyle te
12 Notice and Urgency in support of the Petition, the record and oral argument of counsel, and
e finding that notice has been eiven as required by law, and good cause appearing therefor:
-14 “ IT IS HEREBRY ORDERED that:
. “ 1. The Co-Conservators and Morgan Stanley Smith Barmey and Mermill Lynch,
1_6 acting on hehalf of the Co-Conservators of the Estate of Britney Jean Spears, are guthorized to
Y iivest the assets of the Conservatorship in a manner that treats the Conservatorship and the SIB
: | Trust as a unified whale, holding the Conservatorship and SJB Trust assets in separate accounts,
1'9 with the investment allocation Tanges for the Conservatorship as follows: Fixed income: 50 to
"’ ‘ 90%; Equities: 5 to 35%; Alternatives (including without limitation REITS): O to 20%.
. 2. Except as set forth in this Order, the previous orders of this Court dated
- Septembet B, 2010, October 6, 2010, November 18§, 2010, and February 10, 2011, shall remain in
2 full force and etfect.
# l H
25
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27
28 [FECEORED| ORDER RE EX PARTE PETITION FDR-DzﬁDEﬁ ) = -
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3. This Order shail continue in full force and effect until such further order of the

Court.

IT IS SO ORDERED.

Hon. Reva Goetz
Judge of the Superior

-3-
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