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Introduction: flash back alfi

= UCITS IV

= Making the management company’s passport fully effective &
increasing requirements of management substance

= Replacing simplified prospectus by the key investor
document/information (“KID/KII™)

= Harmonizing regime of mergers in general and imposing acceptance of
cross-border mergers in particular

= |ntroducing the master/feeder concept in the UCITS’ realm
= Enhancing UCITS cross-border notification

= Strengthening supervision via increased cooperation between
regulators
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Implementation timeline

- The Lamfalussy process: a four levels architecture:

1.  Adoption of the legislation by the European Parliament and the EU
Council (level 1)

2. The CESR starts its consultations and makes proposals on
technical detailing measures to the Commission. Once adopted,
these practical measures will be included in the Directive’s
framework (level 2)

3. Implementation of the Directive into national legislation by local
regulators. The cooperation principles are coordinated by the
CESR

4.  Control by the European Commission of the enforcement of the
new texts adopted in EU members states

o01,,07./7,2010
Commission implentation
measures

From 2010 to
the end of June
2011
Implementation
of the text into
national legislation
of the Member
States

Late 2006
Publication of a
white paper by
the European
Commission

13,01 ./7,2009
Text including
a management
company passport
adopted by
the European
Parliament

22/06,/2009
Text formally
adopted by the
European Coucil

Autum 2008
Publication of
the text in the
Official Journal

of the EU

31./10,/,2009
CESR's technical
advice on the level
2 measures

01,07 2011
The new directive
comes into force
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The challenges

= Despite all the progress the Directive brings, certain aspects of its
transposition remain unclear:

= Technical issues concerning the new features the Directive introduces (i.e. the
KID, Management Company Passport, etc)

= Lack of harmonization among Member States on Fiscal aspects

» The European Commission asked CESR to propose practical solutions to
these issues

= Once validated by the European Commission, these practical measures must
be transposed into national laws



The Management Company’s passport alfi

Organisational requirements / conflicts of interest
= MIFID Alignment

= Rules of conduct/ Inducements
= MIFID Alignment

» Role of depositary
= Written agreement between the Management Company and the depositary

» Risk management
= Qrganisation requirements/procedures

= Supervisory co-operation
= On-the-spot verification, investigation, exchange of information



The Management Company’s passport — attention points ma ifl

L Delegation of the Management company duties

- New type of agreement between the Management Company and the
UCITS depositary

n External Governance

L Exchange of information, confidentiality and money laundering



KID

Investor protection — improve efficiency

Contents of Kl
Liability
Synthetic risk indicator & text
Charges
Performance



KID — attention points

alfi

L Drafting challenges

L Operational challenges



Mergers @

Efficiency / size increase / reduction of number of funds

| Special regime for Ucits funds/ 3 types of mergers
| Cross-border merger & domestic & sub-funds

| Preparation and clearance of the merger

| Information on the merger/Implementation

- Options for member states: ALFI proposals



Mergers — attention points

alfi

L Timing
L New duties for the depositary and operational issues

n Tax issues



Master Feeder Funds fm \
alfi

Master-feeder structures

L Written agreements to be put in place between master and feeder
UCITS, as well as their respective depositaries and auditors.

: Applicable law
: contents

| General principle of equitable treatment for all shareholders.



Master Feeder Funds

Applicable law rules for master
feeder funds

a5y IF A and F UCITS imsame HMS, that
HAMS lorey dpplies o all ogreements

nzat1sey I M and F UCITS in different HAMS | el Choice 1= M or F

v v

tMaster UCTS<> Feader UCTTS Master and Feeder Master and Feeder
UZITS different Manco TS same Manco

Information sharing Internal code of
agreement conduct

Differant i - F dep asitories PRpamy & '
o Information shoring \onform 1o O
cagreament A e 2
of Choice ]

Auditor

= - A
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Information sharing =R gg
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(L2 ot 29




Master Feeder Funds — attention points

L Multiple configurations generate complexity
- Different service providers
- Different depositaries
- Different auditors
. Different accounting charts and rules
= Different data
| Notification of breaches

| Operational issues



Notification ﬁ
alfi

“10 days” Home Regulator to host regulator notification process
Host regulator ex post control

Language

Use of electronic filing and communication tools

Standard models expected



Notification — attention points

alfi

L Missed opportunity for uniform process
L Challenges for the Regulators

L Challenges for Management Companies
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