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The Carlyle Group Settles with New York Attorney General

Result is New Code of Conduct Governing Relationships Between
Private Equity Firms and Public Pension Funds Across the Country

The Carlyle Group settled on a Public Pension Fund Reform Code of Conduct with the Office
of the Attorney General of New York on May 14, 2009. The settlement was a direct result
of the Attorney General’s investigation of “pay-to-play”, or kickbacks, and corruption in
public pension fund management, including the misuse of placement agents, lobbyists
and other intermediaries to influence public pension funds’ decision-making.
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The Code of Conduct is intended to increase
transparency and accountability around
investment firms’ efforts to attract pension
fund investments and investment manage-
ment services. The settlement has broad
implications for all investment firms doing or
seeking to do business with public pension
funds across the country.

The Code of Conduct, which governs all
transactions between the Carlyle Group (or
any other investment firm that signs the
Code) and any public pension fund any-
where in the United States:

m bans the use of non-employee place-
ment agents, lobbyists or other inter-
mediaries when doing business with a
public pension fund;

m prohibits campaign contributions above
$300 by investment firms, their employ-
ees or their relatives to elected officials
that have, or can appoint others that
have, responsibility or oversight over
the decision-making process of a pub-
lic pension fund, during the two-year
period prior to the time the investment
firm starts to do business with the public
pension fund, and throughout the term
of the business relationship;

m prohibits gifts of any kind by investment
firms, their employees or their relatives
to public pension fund officials, employ-
ees, fiduciaries or their relatives;

m requires public disclosures regarding
campaign contributions (even those

unrelated to public pension funds), the
names and roles of investment firm per-
sonnel who could have any contact with
employees of a public pension fund, and
compensation to third parties that is re-
lated to public pension fund activities;

m targets “revolving door” employment
practices by banning the hiring of a pub-
lic pension fund official in the two-year
period following his or her separation
from the public pension fund, unless he
or she will have no contact with or role
regarding the pension fund;

m prohibits any unauthorized use or disclo-
sure of confidential or sensitive informa-
tion of a public pension fund, including
any use that might reasonably be ex-
pected to diminish the value of a pension
fund investment, or give an advantage to
a disclosing party or any third party; and

m requires prompt disclosure, and cure, of
actual or apparent conflicts of interest.

The investment firm must provide various

certifications and disclosures to the New

York Attorney General regarding the items

listed above. The certifications and disclo-

sures are required to be made semi-annu-
ally, annually, or on a transaction-specific
basis, depending on the specific disclosure
item, and are required to be published on
the investment firm’s website and the Attor-
ney General’s website.

The Code of Conduct also mandates
adoption of internal policies and protocols
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to implement its principles, as well as dis-
semination of, and annual training on, the
Code of Conduct.

Material violations of the Code of Con-
duct are grounds for withdrawal by the pub-
lic pension fund from an investment fund,
excused participation in future investments,
and/or the pursuit of any other applicable
remedies. If an investment firm’s business
relationship with a public pension fund is
terminated due to a violation of the Code of
Conduct, the firm may be disqualified from
any future business relationship with the
public pension fund for up to ten years.

Any investment firm that is currently man-
aging public pension fund money or that
wants to manage public pension fund money
in the future, particularly in New York, should
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understand the Code of Conduct and be pre-
pared to agree to its terms. An investment
firm’s preparation for agreeing to the Code of
Conduct should include considering whether
the mandated internal policies should be
adopted now, analysis of the firm’s current
use of third party intermediaries with respect
to public pension funds, collection of infor-
mation required to be disclosed and certified
to the public pension funds, and identifica-
tion of any terms with respect to which the
firm is not in compliance.

We will continue to monitor any related
developments closely and provide further
Client Advisories. Please contact one of
the attorneys listed below if you have any
questions or would like a copy of the Carlyle
Group settlement agreement.

The certifications and
disclosures are required
to be made semi-
annually, annually, or
on a transaction-specific
basis, depending on

the specific disclosure
item, and are required
to be published on

the investment firm’s
website and the Attorney

General’s website.
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This advisory is for guidance only and is not intended to be a substitute for specific legal advice. If you would like further
information, please contact the Edwards Angell Palmer & Dodge LLP attorney responsible for your matters or one of the
attorneys listed below:
Heather M. Stone, Partner
Keith E. Woodman, Associate

617.951.3331
401.276.6686

hstone@eapdlaw.com
kwoodman@eapdlaw.com

This advisory is published by Edwards Angell Palmer & Dodge for the benefit of clients, friends and fellow professionals on matters of interest.
The information contained herein is not to be construed as legal advice or opinion. We provide such advice or opinion only after being engaged
to do so with respect to particular facts and circumstances. The firm is not authorized under the U.K. Financial Services and Markets Act 2000 to
offer UK investment services to clients. In certain circumstances, as members of the U.K. Law Society, we are able to provide these investment
services if they are an incidental part of the professional services we have been engaged to provide.

Please note that your contact details, which may have been used to provide this bulletin to you, will be used for communications with you only.
If you would prefer to discontinue receiving information from the firm, or wish that we not contact you for any purpose other than to receive
future issues of this bulletin, please contact us at contactus@eapdlaw.com.
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