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AIFMD - Background

»Why more regulation?
« Calls for regulation of hedge fund managers and stop of excessive financial risk-taking
*  G-20 Summit 2008/2009 in Washington and Pittsburgh, USA
» Dodd-Frank in the USA & AIFMD in the EU

»What is the Alternative Investment Funds Managers Directive?

« EU Commission proposed the AIFMD in April 2009 to monitor systemic risks and strengthen investor protection;
it entered into force in July 2011 with a 2-year transposition period and a 1-year transition period until July 2014

« Alternative Investment Fund Managers (‘AIFM') will have to apply for authorisation in order to manage an Alternative
Investment Fund (‘AIF"), if the amount of assets under management exceeds certain thresholds (€ 100 million

leveraged/ € 500 million unleveraged )

« Authorised EU AIFM managing/marketing EU AIF will in return be provided with two passports enabling them to offer
their management services ("Management Passport') and market their AlF, other EU AIF or non-EU AIF throughout the
EU ("Marketing Passport'); non-EU Marketing Passport in July 2015

« AIFMD is unconsolidated with UCITSD » parallel national regimes for Investor, Product, Manager, Depositary, etc.
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AIFMD - Timeline and Transitional Compliance
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Estimates of EU entities captured by the definition of AlF

Austria 970 Lithuania 20
Belgium 120 Luxembourg >2,000
Czech Republic 160 Malta <500
Finland 250 - 300 Netherlands 1,400
France 9,000 - 12,000 Norway >170
Germany 4,000 + 350 closed p.a. |Portugal 450
Greece — Slovak Republic 20- 30
Hungary 520 Slovenia 10
Iceland 50 - 60 Spain 330
Ireland >2,100 Sweden 500 - 750
ltaly 660 UK 2,000
Latvia 20-25

Liechtenstein 400 TOTAL 25,650 - 28,975
No. of non-UCITC as per Dec 2012: 19,095 with net assets of 2,645 EUR bn (UCITS: 6,271 EUR bn) (Source: EFAMA)

Source: Competent authorities of the EEA Member States, quoted in: ESMA 2013/600 — Guidelines on key concepts of the AIFMD, Final Report 24 May 2013,p. 24
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Determination of the Manager and the Fund

»What is an AIF?
* Any Undertaking for Collective Investment other than UCITS
* Which raises capital from a number of investors

« With a view to investing it in accordance with a defined investment policy for the benefit of those investors

»Who is the AIFM?
» Legal person whose regular business is managing one or more AlFs
« An entity performing portfolio management and/or risk management is considered as ‘managing an AlF’

 An AIFM may also perform other functions such as administration, marketing or activities related to the assets of AIF

» How is the AIFM determined?
« Each AIF shall have a single AIFM which shall be responsible
« A'Self-managed AIF' is the responsible AIFM, if its legal form permits it but an external AIFM has not been appointed

« An'External AIFM' is the responsible AIFM, if it is a legal person appointed by or on behalf of the AlIF
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AIFM Directive — content overview

Cash flow monitoring
Compliance monitoring
Custody

Unconditional liability for
existence of securities

m Functionally and
hierarchically independent

o = Due diligence investments
m Limits on leverage
m Stress test

Risk monitoring

Risk and liquidity
management

Depositary
m Markets and instruments
m llliquid assets, actual risk

m Senior staff incl. senior
management, portfolio

profile and risk management
= Result of stress tests
m Leverage
m Systemic risk information

Transparency

= Internal Mgt. ZEUR300.000
= External Mgr.2EUR 125.000

» AuM>EUR 250m =
0,2%0*AuM max. EUR 10m

= Additional capital or insurance
to cover professional indemnity

Capital
requirements

Objective reasons

No letterbox entity
Co-operation agreement .
Outsourcing controlling

Remuneration

manager and functions with
impact on risk of AIFM / AlF

Multi year framework

Variable elements at least
40% deferred over 3to 5 yrs

Delegation Valuation

Conflict of

Policy, comply or explain
AIFM vs staff

AIF vs its investors

AIF vs other investors/UCITS
Customer vs Customer

Processes

Manager's valuation policy
National valuation rules

NAV report min. 1x p.a., on
each redemption/subscr., or
capital increase/decrease

Internal or external valuation
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AIFM Regulation — content overview

m Content of annual report
m Disclosure to investors

= Reporting to competent .
authority

m Leverage calculation methods
m Leverage on a substantial basis

m Cooperation arrangements /
» Local inspections ¢ l
m Data protection safeguard

rules

Transparency

Third country

Risk monitoring

Depositary

AIFMD

Calculation of AuM
Monitoring of AuM
Occasional breaches

Additional capital to cover prof. T

indemnity 0,1%o on gross AuM
unlimeted/dynamic or insurance

Scope and

General principles \

Due-diligence on investments
Conflicts of interest policy N

Authorisation

|

Organisational structure
Investment in securitisations

Scope of custody

Cash-flow monitoring
Oversight + control
Delegation of custody

Loss of financial instruments
Discharge of liability

Delegation

Objective reasons
Features of the delegate
Conflicts of interest
Sub-delegation

ity A
Letterbox entity £

Level Il

. Risk and
S gand liquidity-
Conditions
management
Processes

Valuation

Policy & procedures
Periodic review
Frequency of valuation

Professional guarantees of
external valuer

Funct. and hierar. separation
Permanent risk monitoring
Risk and liquidity mgt. policies
Risk limits

Safeguards on confl.of interest
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Access of non-EU Managers to the EU market

Managing EU AIF Marketing non-EU AIF

Delegation arrangements AIFMD - “light* (Art. 42)
(subject to AIFMD requirements) (professional # retail investor, reverse
From 2013 solicitation) + Private Placement ??
AIFMD - Management Passport AIFMD - Marketing Passport
+ Delegation arrangements + Private Placement ??
From 2015
AIFMD - Management Passport AIFMD - Marketing Passport
+ Delegation arrangements From 2018 e e o
© 2013 KPMG Services Pte. Ltd. (Registration No: 200003956G), a Singapore incorporated company and a member firm of the KPMG network of independent member firms 7

affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity. All rights reserved.



The EU passport for non-EU AIFM in October 2015 (est.) — Case study

Singapore Luxembourg
MoU Supervision + FATF compliant + Tax info treaty

Authorization|/ Supervision

[ Member State of }

[ non-EU AIFM
Reference

Germany
Transmission of Marketing

: notification + Documentation
BaFin 1 tC

[ non-EU AlF ] [ Investors }

| Marketing >
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How Managers are approaching AIFMD Projects

Month1 Month2 Month3 Month4 Month5 Ongoing
0 9 Change Assessment and Horizon scanning
@ Strategic Design

Detailed Gap Analysis

Remediation Activities

Implemeutzztion

g 1. Change assessment 3a. Strategic Design 4. Remediation Activities Implementation
=
é Review projects an d develop implementation W Current state analysis (entity structure, operating Risk management | Testing
2 plans model, clients and marketing plan). Remuneration B Governance
B Regulation and Rule requirements Valuations ¥ Monitoring
2. Horizon scanning B Market intelligence Depositary

Keep up to date with the possible amendments to 3b. Detailed Gap Analysis

IT and data management

the rules and to identify synergies and B Gap Analysis by provision and functional area. Reporting
dependencies with other regulations.
B Assess the identified gaps and plan remediation Capital

actions to address the gaps. Conflicts of interest

General operational requirements

Regulatory Applications

® Programme design High level design * Detailed implementation work * Summary to the Steering

Detailed implementaﬁon Plans committee

Outputs
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