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Non-EU investment managers of “alternative investment funds” ("AlFs”) must comply with the EU Alternative Investment Fund

Managers Directive (the "AIFMD”) by July 22, 2014.

After July 21, 2014, all non-EU managers (including US investment advisers) of AlFs ("AIFMs”) that are marketing to EU investors are required to be in compliance with the AIFMD. The flow chart
below is designed to help non-EU AlIFMs determine whether they are subject to the AIFMD and to provide such managers with an overview of their regulatory responsibilities and compliance
options after July 21, 2014.
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@hat is an AIF?

Any collective investment undertaking not subject to the
regulatory regime under the EU Undertakings for Collective
Investment in Transferable Securities (UCITS) Directive*, which:

- Raises capital from at least two investors;
« Has an investment policy; and
« Invests capital for the benefit of its investors.

@tate. It is analogous to a mutual fund in the US.

~

*A UCITS fund is a collective investment vehicle that can issue
and redeem shares at any time and may be sold to members of
the public throughout the EU once authorized by an EU Member
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are “retail investors.” " marketing to registered Member States’
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not be possible under I j
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regulations 1 /Transitional relief was provided by many EU jurisdictions N
1 under the AIFMD that enabled AIFMs that had marketed
1 AlFs in the EU prior to July 21, 2013, to continue to rely on
1 the existing private placement regimes in participating
1 jurisdictions with respect to such AlFs without complying
vp-| with the AIFMD for a period of one year. Principal
fundraising jurisdictions that provided the one-year
transitional relief included:
- Germany . |taly - Netherlands - United
\ Ireland » Luxembourg « Sweden Kingdom

What is the difference between professional
investors and retail investors?

Under the AIFMD, a “professional investor” includes:
« a credit institution;
+ an investment firm;
- any other authorized or regulated financial institution;
+ an insurance company;
- a collective investment scheme or the management
company of such a scheme;
a pension fund or the management company of a pension
fund;
- a commodity or commodity derivatives dealer;
+ any other institutional investor; or
- alarge undertaking meeting two of the following size
requirements on a company basis:
« balance sheet total of €20,000,000;
« net turnover of €40,000,000; and
-+ own funds of €2,000,000.

Since many high net worth individuals may invest in AlFs
directly (i.e., as individuals), it is important to note that such

/

persons may be “retail investors” under the AIFMD.
\

A “retail investor” is an investor that is not a professional investor.

J

/

" Private placement regulations have been classified by relative complexity. At a minimum, “basic”
requirements (described below) must be complied with. Additional requirements, also described
below, may be imposed by any EU Member State and increase the complexity of the private placement
process in that jurisdiction.

Basic

- Disclose information required by the AIFMD to potential investors in each AlF’s offering materials (revisions to
existing documents may be required).

- Annual reports for each AlF to be filed with EU Member State regulators.

- Periodic reporting to EU Member State regulators with respect to asset composition of each AlIF and as
otherwise required by such regulators.

DENTONS

National Private
Placement Regulation

Moderate
Complexity:

+ Czech Republic
« Netherlands

+ United Kingdom
« Ireland

- Belgium

- Malta

- Slovakia

Complex:

- Germany

- France

- Austria

« Denmark

- ltaly

« Luxembourg
- Sweden

« Finland

- Bulgaria

Not Implemented
(Indicated possible
private placement):

- Estonia

- Lithuania
- Romania
- Slovenia

Not Implemented
(No indication of
private placement
and unlikely to
implement):

« Hungary
- Poland

- Comply with disclosure and disposition (“asset stripping”) rules regarding acquisitions of 50% or more of the
voting interests of unlisted EU companies.

- Information exchange “cooperation” agreements must be in place between: (i) the regulator of each EU Member
State in which marketing is taking place, (i) the supervisory authority of each AlF's home/formation jurisdiction
and (iii) the supervisory authority where the non-EU manager is established. Compliance with this condition
can only be achieved through government action. The US has cooperation agreements in place with most EU
Member State jurisdictions.

- Neither the AIF nor the non-EU manager may be authorized or registered in a jurisdiction that is deemed “non-
cooperative” by the Financial Action Task Force.

- Notification to or registration with local EU Member State regulator.

« Appointment of local depositary.
« Requirement for depositary or custodian to comply with the AIFMD.
K. Approval from local EU Member State regulator to market.

\

« Portugal
+ Spain

- Croatia

« Greece

- Latvia

« Cyprus*

K /

*Private placement prohibited
for funds allowing regular
redemptions.




About Dentons’ Fund and Asset Manager Regulatory Practice

Dentons provides a full complement of legal services to investment advisers and funds of all asset categories, including private equity, hedge, real estate, securitized product and hybrid strategies. In
addition to the formation of public and private investment funds in the US, the EU and Asia, Dentons regularly counsels advisers on their regulatory compliance obligations in jurisdictions worldwide.
If you would like to discuss the impact of the AIFMD on your business or want to know more about how we help our clients succeed, wed like to hear from you. Please contact one of the Dentons

professionals below for more information.

Dentons is a global law firm driven to provide clients a competitive edge in an increasingly complex and interconnected world. A top 20 firm on the Acritas 2013 Global Elite Brand Index, Dentons is
committed to challenging the status quo in delivering consistent and uncompromising quality in new and inventive ways. Dentons was formed by the combination of international law firm Salans LLP,
Canadian law firm Fraser Milner Casgrain LLP (FMC) and international law firm SNR Denton. Dentons’ clients now benefit from approximately 2,600 lawyers and professionals in more than 75 locations
spanning 50-plus countries across Africa, Asia Pacific, Canada, Central Asia, Europe, the Middle East, Russia and the CIS, the UK and the US. The firm serves the local, regional and global needs of a
broad spectrum of clients, including private and public corporations; governments and government agencies; small businesses and startups; entrepreneurs; and individuals.

To learn more about Dentons, visit dentons.com.
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Counsel, New York

+1212 768 6748
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Partner, New York
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Partner, New York
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Partner, Toronto
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Partner, Paris
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Partner, London
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Offices, associate offices* and facilities*
Associate firms and special alliances*

This publication is not designed to provide legal or other advice and you should not take, or refrain from taking, action based on its content. Attorney Advertising. Please see dentons.com for Legal Notices. Dentons is an international legal practice providing client
services worldwide through its member firms and affiliates. Dentons US LLP.



