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Investment Management Industry Reminder:  Investment advisers, broker-
dealers and investment companies need to comply with a key provision of
Regulation S-P by July 1, 2002

Under Regulation S-P1, certain finan-
cial institutions, including investment
advisers, broker-dealers and invest-
ment companies, have an affirmative
and continuing obligation to maintain
the confidentiality and protect the
security of their consumers’ nonpub-
lic personal information.2 Regulation
S-P limits the circumstances and pur-
poses under which this nonpublic
personal information can be disclosed
by a financial institution to nonaffili-
ated third parties. By July 1, 2002,
these financial institutions must
ensure that their contracts with non-
affiliated third parties prohibit those
third parties from disclosing or using
the nonpublic personal information
they receive under the contract other
than to carry out the purposes for
which the information was disclosed
and in a manner that complies with
Regulation S-P.

Financial institutions should review all
of their agreements with nonaffiliated
third parties to determine whether the
agreement requires the third party to
keep confidential any nonpublic per-
sonal information disclosed to it
under the agreement. All agreements
must include this  requirement by
July 1, 2002. Examples of the types
of agreements that should be
reviewed and possibly revised are dis-
tribution agreements, administrative

services agreements, transfer agency
agreements and selling agreements,
among others.

Agreements with nonaffiliated third
parties may need to be amended to
comply with Regulation S-P by adding
a provision that specifically addresses
the confidentiality of certain con-
sumer information. One example of
such a provision is presented below.
This example may not be appropriate
for every agreement or under all cir-
cumstances, and we recommend that
you consult experienced legal counsel
in that regard.

Nonpublic Personal Information.
Notwithstanding any provision 
herein to the contrary, each party
hereto agrees on behalf of itself
and its directors, officers, and
employees (1) to treat 
confidentially and as proprietary
information of the
[Fund/Adviser] (a) all records
and other information regarding
the [series of the
Fund/Adviser] and [their/its]
prior, present, or potential 
shareholders, clients, consumers
or customers and (b) any
Nonpublic Personal Information,
as defined under Section 248.3(t)
of Regulation S-P (“Regulation
S-P”), promulgated under the
Gramm-Leach-Bliley Act (the

“G-L-B Act”), and (2) not to use
such records and information for
any purpose other than the 
performance of its 
responsibilities and duties 
hereunder, or as otherwise 
permitted by the privacy policies
adopted by the [Fund/Adviser],
Regulation S-P or the G-L-B Act,
except after prior notification to
and approval in writing by the
[Fund/Adviser]. Such written
approval shall not be 
unreasonably withheld by the
[Fund/Adviser] and may not be
withheld where [third party
service provider] may be
exposed to civil or criminal 
contempt proceedings for failure
to comply after being requested
to divulge such information by
duly constituted authorities, or
when so requested by the
[Fund/Adviser].

What Paul Hastings Can Do
Our Investment Management Group
has substantial experience counseling
clients regarding the Gramm-Leach-
Bliley Act, Regulation S-P and priva-
cy-related issues. Please feel free to
contact us if you would like our assis-
tance in reviewing your firm’s third
party agreements, privacy notices or
privacy policies, or if you want advice
on implementation and compliance.
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1 In 2000, the Securities and Exchange Commission (the “SEC”) adopted Regulation S-P, “Privacy of Consumer Financial Information,” Release No. IC-
24543 (June 22, 2000), 65 Fed. Reg. 40,334 (2000), codified at 17 CFR Part 248 [“Regulation S-P”].

2 Regulation S-P defines “consumer” as any individual who obtains financial products or services for personal, family or household purposes from a finan-
cial institution. See Regulation S-P, § 248.3(g)(1). “Nonpublic personal information” is defined as “personally identifiable financial information” and “any list,
description, or other grouping of consumers (and publicly available information pertaining to them) that is derived using any personally identifiable financial
information that is not publicly available information.” See Regulation S-P, § 248.3(t)(1).
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