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MEMORANDUM 


TO: File #: S7-18-09; Political Contributions by Certain Investment Advisers 

FROM: Christian L. Broadbent 
  Counsel to Commissioner Walter 

DATE: September 28, 2009 

RE: Meeting with representatives of Monument Group 

On September 24, 2009, Commissioner Walter and Christian Broadbent met with 
Michael Miller and Alicia Cooney of Monument Group and Sean O’Malley of Goodwin 
Procter regarding the above-referenced proposal.  In conjunction with this meeting, 
Monument Group provided a presentation that is attached to this Memorandum. 
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Presentation to 
 

Commissioner Elisse B. Walter 
 

U.S. Securities and Exchange Commission 
 

September 25, 2009 

Monument Group
 



Agenda 
 

� Introduction to Monument Group 

� The Ban on Placement Agents is Unnecessary and Inappropriate 

� Closed-End Private Fund Market Dynamics 

� Monument Group - Origination and Due Diligence 

� Monument Group - Marketing and Project Management 

� Monument Group - Benefits to Stakeholders 

� Suggested Alternatives to the Ban on Placement Agents 
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Introduction to Monument Group 

� An independent, majority women-owned business founded in 1994 
¾ Registered broker-dealer with the Securities and Exchange Commission (SEC BD #8-47248) 
¾ Member of Financial Industry Regulatory Authority (FINRA CRD #36399) 

� 20 employees, including 12 registered representatives with over 200 years of 
collective experience in the investment business 
¾ Average of 17 years per registered representative 
¾ Investment credentials include CFAs, MBAs, investment analysts and consultants 
¾ No turnover of senior investment team since inception; all partners are involved in day-to-day 

management of firm and its operations 

� Monument Group’s primary business is to help Investment Advisers raise capital 
for private investment funds 
¾ Asset classes include: private equity, real estate, venture capital, natural resources 
¾ Closed-ended vehicles only 

� Unique, value-added service to both Institutional Investors and Investment Advisers 
¾ Buy-side experience 
¾ Reputation for in-depth due diligence 
¾ Long-term relationships with institutional investors 
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The Ban on Placement Agents Is Unnecessary and Inappropriate 

� Investment Advisers and Capital Formation 
¾ Most investment advisers to closed-end private funds lack internal marketing capability 
¾ Internal marketing capabilities are difficult, if not impossible, to internally replicate 
¾ Investment advisers unable to raise capital will go out of business, reducing investment options 

for government entities 

� Government Entities 
¾ It will reduce the number of available investment opportunities 
¾ Selectivity and maximizing access to the investible universe is critical to maximizing investment results 
¾ Government entities benefit from the quality screen and comprehensive due diligence information 

provided by registered placement agents 

� The Economy and Small Businesses 
¾ Many small, independent investment advisers and placement agents will risk going out of business 
¾ The annual direct effect on the economy would far exceed $100 million, making this a major rule 

The proposed ban on third parties to solicit government business will have 
significant, negative consequences for: 

Alternatives to the proposed rule would accomplish the Commission’s goals 
without an outright ban on placement agents 
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Closed-End Private Fund Market Dynamics 

Investment Advisers Institutional Investors 

• Many small, independent firms 

• Illiquid portfolio investments  
require long-term, lock-up fund 
structure 

• Need to raise capital every 
3 - 4 years 

• Each fundraise can take more 
than one year to complete 

• Lack internal fundraising 
capabilities 

• Fundraising success 
determines future viability 

• Seek to generate investment     
returns to meet objectives 

• Maximize return, mitigate risk 
through portfolio diversification 

• Private investments play 
important role in portfolio 

• Inefficiency of private markets 
makes access difficult 

• Resource-intensive investment 
process can take 6 months or 
more 

• Resource-constrained investment 
staffs 

MONUMENT 
GROUP 

Confidential  5 Monument Group 



 

    

 

 

 

Monument Group - Origination and Due Diligence 

• Identify attractive funds      
through internal research, LP 
recommendations and 
referrals 

• Initiate meeting between 
manager and Monument 
Group investment team 

• Assess competitive 
environment and potential 
investor demand 

• Complete initial review of 
long-term investment track 
record 

• Conduct initial qualifying 
references 

• Detailed due diligence,  
featuring in-depth analysis of 
track record, team dynamics 
and organization 

• Obtain full reference list and 
conduct extensive reference 
calls – both on and off of list 

• Visit fund manager multiple  
times to conduct detailed 
portfolio review 

• Perform background checks on   
key principals 

• Discuss fund at internal 
Monument Group Investment 
Committee meeting – make go 
or no go decision 

Meet and Qualify 
Potential Fund 

Due Diligence Review, 
Decision-making 

Preparation 
For Market 

• Finalize fund structure 
and terms 

• Develop prospective 
investor list 

• Create presentation 
materials 

• Write private placement 
memorandum 

• Prepare investor due 
diligence materials, including 
performance analysis, LP 
reference list and questionnaire 

• Establish on-line due diligence 
site for investor review 
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Monument Group - Marketing and Project Management 

Launch Fundraising Investor Interface Fund Closing 

• Pre-screen investors to 
match investment needs 
with fund strategy 

• Finalize prospective  
investor list 

• Print PPM and presentation 
materials 

• Call investors to gauge   
interest and verify 
suitability 

• Mail PPM 

• Track PPMs and maintain 
log of PPM recipients and 
PPM numbers 

• Organize roadshow to meet 
investors 

• Call investors to answer   
questions about fund 
manager and broader 
market 

• Provide detailed due 
diligence information to 
interested investors 

• Prepare customized 
responses to investor inquiries 

• Schedule follow-up meetings 
with fund manager as 
requested by investors 

• Interface with fund legal 
counsel and make legal 
documents available to investors 

• Assist with terms negotiation 

• Schedule fund closings to meet 
investor and fund manager 
expectations 

• Prepare closing analysis for 
fund manager summarizing 
limited partner commitments 

• Ongoing conduit for feedback 
between investors and fund 
managers 
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Benefits to Private Fund Managers Benefits to Institutional Investors 

• Minimize distraction from core 
skill of investing 

• Efficient capital raising process 

• Appropriate fund size and      
positioning 

• Insight into investors’ appetites 
increases success rate 

• Knowledge of investors’ due 
diligence process 

• Streamlined closing process 

• Ongoing conduit for feedback 
on investors’ concerns and  
desires 

• Maximize number of 
investment opportunities 

• Quality screen helps prioritize 
opportunities 

• Comprehensive due 
diligence material leverages 
investment staffs 

• Timely responses to follow up 
information requests 

• Invaluable source of fund 
specific and market information 

MONUMENT 
GROUP 

Monument Group - Benefits to Stakeholders 

A value-added, registered placement agent creates significant value for both private fund 
managers and institutional investors, including government entities. 
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Suggested Alternatives to the Ban on Placement Agents 

Placement agents should be allowed to solicit government entities if they:
 

� Avoid political contributions to government entities that they are soliciting on behalf of 
an investment adviser seeking investment advisory business from that government 
entity 

� Are registered with the SEC, are FINRA members and are, along with any sub-agents, 
clearly identified in the fund’s private placement memorandum 

� Include in their contract with their investment adviser clients a mutual and express 
obligation to refrain from pay to play activities 

� Institute a written policy regarding political contributions by employees 
¾ Prohibit contributions by employees if the employee cannot vote for the candidate 
¾ Limit contributions to a reasonable level ($250) in situations where the employee can vote 

for the candidate 
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Suggested Alternatives to the Ban on Placement Agents (continued) 

Placement agents should be allowed to solicit government entities if they:
 

to play 


� Follow adequate record-keeping requirements and incorporate these requirements 
in their annual compliance review as registered broker-dealers 

� Forfeit any contingent fees on any investment resulting from pay 
contributions 

� Are, along with their investment adviser clients, subject to a two year ban on 
soliciting government entities in states where they have made pay to play 
contributions 

� Are banned for at least two years from receiving payment for soliciting government 
entities if they hire a former employee of that government entity 
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Suggested Alternatives to the Ban on Placement Agents (continued) 

Institutional investors, including public pension plan trustees, should: 

� Be held to fiduciary prudent person standards 

� Be held to anti-fraud standards 

� Add independent trustees at all public pension funds: 
¾ Serving on a completely volunteer basis 
¾ Similar to the use of independent directors for mutual funds, but without the compensation 
¾ Hold liability for violations of prudent person standards 
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