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Notice to Recipients 

This presentation has been prepared by The Carlyle Group L.P. (together with its affiliates, “Carlyle”) and may only be used for informational 
purposes. This presentation provides an overview of Carlyle and is not intended to be taken by, and should not be taken by, any individual 
recipient as investment advice, a recommendation to buy, hold or sell any security, or an offer to sell or a solicitation of offers to purchase 
any security. An offer or solicitation for an investment in any investment fund managed or sponsored by Carlyle or its affiliates (“Fund”) will 
occur only through an offering memorandum and related purchase documentation, and subject to the terms and conditions contained in such 
documents and in such Fund’s operative agreements. The offering memorandum relating to any Fund contains additional information about 
the investment objective, terms and conditions of such Fund, tax information and risk disclosure that should be reviewed prior to making an 
investment decision regarding a Fund. This presentation is qualified in its entirety by any such offering memorandum, which should be read 
completely before making any investment. An investment in a Fund is speculative and involves significant risks.  

Certain of the information contained in this presentation represents or is based upon forward-looking statements or information. You can 
identify these forward-looking statements by the use of words such as “outlook,” “believe,” “expect,” “potential,” “continue,” “may,” 
“will,” “should,” “seek,” “approximately,” “predict,” “intend,” “plan,” “estimate,” “anticipate” or the negative version of these words or 
other comparable words. Such forward-looking statements are subject to various risks and uncertainties. Accordingly, there are or will be 
important factors that could cause actual outcomes or results to differ materially from those indicated in these statements. Carlyle believes 
these factors include but are not limited to those described under “Risk Factors” in Carlyle’s registration statement on Form S-1 filed with the 
Securities and Exchange Commission. These factors should not be construed as exhaustive and should be read in conjunction with the other 
cautionary statements that are included in such registration statement. Carlyle undertakes no obligation to publicly update or review any 
forward-looking statement, whether as a result of new information, future developments or otherwise, except as required by law. 

This presentation includes certain Non-GAAP financial measures, including Economic Net Income (ENI) and Distributable Earnings (DE).  These 
Non-GAAP financial measures should be considered only as supplemental to, and not as a superior measure to, financial measures prepared in 
accordance with GAAP.  Please refer to Appendix A of this presentation for a reconciliation of the non-GAAP financial measures included in 
this presentation to the most directly comparable financial measured prepared in accordance with GAAP.  For purposes of the non-financial 
operating and statistical data included in this presentation, including the aggregation of our non-U.S. dollar denominated investment funds, 
foreign currencies have been converted to U.S. dollars at the spot rate as of the last trading day of the reporting period and the average spot 
rate for the period has been utilized when presenting multiple periods. With respect to capital commitments raised in foreign currencies, the 
conversion to U.S. dollars is based on the exchange rate as of the date of closing of such capital commitment.  

This presentation may not be referenced, quoted or linked by website, in whole or in part, except as agreed to in writing by Carlyle.  
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Carlyle’s Four Segments 

Corporate 
Private Equity 

Real Assets Global Market 
Strategies 

Fund of 
Funds 

Solutions 

As of December 31, 2011. 

 Carry Funds 
• Buyout 
• Growth Capital 

 Carry Funds 
• Real Estate 
• Infrastructure 
• Energy & Renewable 

Resources 

 Fund of Funds Vehicles 
• Fund Investments 
• Co-investments 
• Secondary Investments 

 Carry Funds 
• Distressed 
• Mezzanine 
• Energy Mezzanine 

• Hedge Funds 
• Structured Credit Funds 

 



5 

    
  
  
 

  
  
  

 

  
  
  
 

   
  
  
 

  
   

   
   

  
   
   

   

  
   

   
   

  
  

 
   
   
   

   
   
   

  
   
   
   

  
   
   
   

What is a Carry Fund? 

Our carry funds are closed-end investment funds that we advise 
where we have the opportunity to receive a portion of the profits 
earned by the funds (a “performance fee” or “carried interest”) 

in the event that specified returns are achieved. 

 

 The carry funds generally acquire debt or equity stakes in businesses, 
properties or distressed investments that are often privately held, illiquid, 
and have no readily available market value 

 Such investments are generally made during the first 4-6 years of the 
fund’s life (the “Investment Period”) 

 The investments in business or properties are typically held for 3-7 years, 
on average, resulting in the fund existing for 10-12 years 

 Carlyle will typically seek to raise a successor fund, with the same 
investment mandate, towards the end of the Investment Period so that 
Carlyle can continue to make investments 
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Investment Structure 
 Our carry funds are generally structured as partnerships, with Carlyle being the 

General Partner (“GP”) and other third-party investors being the Limited 
Partners (“LPs”) 

 LPs have certain limited voting rights with respect to the fund, but the GP is 
responsible for the day-to-day operation of the fund 

 The GP is responsible for making the investment decisions of the fund 

 LPs subscribe to the fund for a certain commitment amount, which is “called,” 
or drawn, over time as the fund makes investments, subject to provisions of the 
partnership agreement. Once the funds are drawn down, the GP uses the funds 
to complete the investment 

 LPs are generally not permitted to redeem their interests at any time 

 LPs receive their capital and share of investment returns as the investments 
made by the fund are exited (or “realized”) or as proceeds are otherwise 
received 

What is a Carry Fund? 
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 Revenue Streams 
 Performance Fees 

• Typically 20% of the gains if certain hurdles are met 

 Management Fees 

• Fixed for the duration of the Investment Period 

 Transaction and Portfolio Advisory Fees 

 Investment Returns from capital invested by Carlyle 

What is a Carry Fund? 



8 

    
  
  
 

  
  
  

 

  
  
  
 

   
  
  
 

  
   

   
   

  
   
   

   

  
   

   
   

  
  

 
   
   
   

   
   
   

  
   
   
   

  
   
   
   

Index 

I. What is a Carry Fund? 

II. Carry Fund Lifecycle: How does Carlyle earn revenue? 

III. Performance Fee Revenue: The “Waterfall” Calculation 

 



9 

    
  
  
 

  
  
  

 

  
  
  
 

   
  
  
 

  
   

   
   

  
   
   

   

  
   

   
   

  
  

 
   
   
   

   
   
   

  
   
   
   

  
   
   
   

Carry Fund Lifecycle 

Harvesting Period 

Investment Period 

Fundraising 

First Close Wind-down 

There are generally three “phases” in a carry fund’s lifecycle. 
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Carry Fund Lifecycle 

 Fundraising 
 Economic & legal terms of the fund are established 

 The fund has a series of closings, potentially including “dry” closings in the case of a 
successor fund 

 Investment Period 
 Investment teams work to invest the fund’s capital and create value in portfolio 

investments.  Unrealized Performance Fees may accrue as portfolio investments 
appreciate 

 Harvesting Period 
 Investment teams work to position investments for exit, create distributions for 

Limited Partners and generate Realized Performance Fees, subject to the fund’s 
“waterfall” calculation  

 

 

 

 

 

 

 

 

 

Harvesting Period 

Investment Period 

Fundraising 

First Close Wind-down 
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Carry Fund Lifecycle 

Harvesting Period 

Investment Period 

Fundraising 

First Close Wind-down 

Begin Successor Fund Lifecycle 

 Begin Successor Fund Lifecycle 

 Once a fund is nearing the end of its Investment Period, fundraising will typically 
begin for the successor fund 

 Distributions from the predecessor fund can help to “feed” new commitments to 
the successor fund 

 Management Fees from the successor fund help to offset the “step-down” in fees 
from the predecessor fund 

 Result:  Management Fees typically remain steady across the “fund family” 
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Hypothetical Fund Family Revenue Lifecycle 
Management Fees and Realized Performance Fees 

$0
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Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y14 Y15

End of Fund 1 
Investment Period 

($
 m

m
) 

 Fund 1 Management Fees 
 
 
 Fund 1 Realized Carry 
 

Assumptions: Fund Size  Management Fee  MOIC  
Fund 1   $1.0 bil     1.50%/1.00%1   2.0x 

1. 1.50% (Investing Period), 1.0% (Harvesting Period) 
Note: The hypothetical assumptions of fund size, management fee and MOIC are presented solely for illustrative purposes and do not constitute a forecast and do not represent the experiences 

of any fund or investor.  
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Hypothetical Fund Family Revenue Lifecycle 
Management Fees and Realized Performance Fees 

$0

$20

$40
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Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y14 Y15

End of Fund 1 
Investment Period 

End of Fund 2 
Investment Period 

 Fund 1 Management Fees 
 Fund 2 Management Fees 
 
 Fund 1 Realized Carry 
 Fund 2 Realized Carry 

($
 m

m
) 

Assumptions: Fund Size  Management Fee  MOIC  
Fund 1   $1.0 bil     1.50%/1.00%1   2.0x 
Fund 2   $1.5 bil     1.50%/1.00%1   2.0x 

1. 1.50% (Investing Period), 1.0% (Harvesting Period) 
Note: The hypothetical assumptions of fund size, management fee and MOIC are presented solely for illustrative purposes and do not constitute a forecast and do not represent the experiences 

of any fund or investor. There can be no assurance that successor funds will be of similar or greater size than prior funds or that fees and returns will be consistent across funds. 
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Hypothetical Fund Family Revenue Lifecycle 
Management Fees and Realized Performance Fees 

$0
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Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10 Y11 Y12 Y13 Y14 Y15

End of Fund 1 
Investment Period 

End of Fund 2 
Investment Period 

 Fund 1 Management Fees 
 Fund 2 Management Fees 
 Fund 3 Management Fees 
 Fund 1 Realized Carry 
 Fund 2 Realized Carry 

($
 m

m
) 

Assumptions: Fund Size  Management Fee  MOIC  
Fund 1   $1.0 bil     1.50%/1.00%1   2.0x 
Fund 2   $1.5 bil     1.50%/1.00%1   2.0x 
Fund 3   $2.0 bil     1.50%/1.00%1   2.0x 

1. 1.50% (Investing Period), 1.0% (Harvesting Period) 
Note: The hypothetical assumptions of fund size, management fee and MOIC are presented solely for illustrative purposes and do not constitute a forecast and do not represent the experiences 

of any fund or investor. There can be no assurance that successor funds will be of similar or greater size than prior funds or that fees and returns will be consistent across funds. 
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Performance Fees: The “Waterfall” Calculation 

LP GP 

Step 1 Return Cost $100,000,000 

Step 2 Return Fees $10,000,000 

Step 3 Preferred Return to LPs $40,000,000 

Subtotal:  Net Gains Distributed $40,000,000 

Step 4 “Catchup” GP to 20% $10,000,000 

Subtotal:  Net Gains Distributed $40,000,000 (80%) $10,000,000 (20%) 

Step 5  Residual Gain to Distribute 
80/20 

$40,000,000 
 

Total Distribution $182,000,000 $18,000,000 

    Return of Cost & Fees $110,000,000 — 

    Net Gains Distributed $72,000,000 $18,000,000 

$32,000,000 $8,000,000 

$200,000,000 proceeds 

Assumptions: $100 mil investment 
2.0x gross return 
$10 mil of fees and expenses incurred 
8% Preferred Return 
Average investment holding period of ~ 4.5 years 

Note: The assumptions above are presented solely for illustrative purposes and do not constitute a forecast and do not represent the experiences of any fund or investor. 
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