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Introduction

As of July 2013, the new regulatory landscape
for AIFMs will be in place
The Alternative Investment Fund Managers Directive
(AIFMD) is no longer a distant set of requirements
subject to ongoing negotiation. The European
Commission’s detailed ‘Level 2 Regulation’ has settled
the rules for compliance with this new, game-changing
regulatory regime.
For the first time, a vast and diverse range of fund
managers will be required to operate under a new
and comprehensive EU regulatory framework with
far reaching business impacts.
AIFMD is far more than a compliance exercise –
it will alter the competitive landscape in a changing
and uncertain marketplace. It will impact not just
the AIFM but almost every actor across the fund
management value chain. Compliance must be
approached from a strategic perspective given
the range of impacts and costs involved.
The time to act is now
AIFMD must be implemented nationally by 22 July
2013. The Level 2 Regulation was originally expected
in the first quarter of 2012 but ongoing negotiations
delayed its release until December 2012. This has made
the timeframe for compliance even tighter. AIFMs need
to be ready to submit their application for authorisation
by 22 July 2014.

July 2011

AIFM Directive
takes effect

Dec. 2012

Commission
issues Level 2
Regulation

July 2013

Member state
implementation/
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July 2014

2015

2018

Non-EU passport
Pre-existing
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End of private
placement
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About AIFMD

Who does it impact?
Industry participants affected

Managers of
• Hedge funds
• Private equity funds

Depositary

• Real estate funds
• Retail non-UCITS

Prime broker

Sub-investment
managers

Marketing
and access
AIFM
to EU

Conduct
of
business
rules

• Non-EU funds distributed/managed in the EU
• Non-EU managers distributing/managing funds
in the EU

Reporting
and
disclosures

Excluded

Counterparties Authorisation,
appointment
of AIFM

Delegation
and service provider
arrangements
Compliance

Fund
administrator

areas

Depositary and
prime broker
arrangements

Distributors
Organisational

Key compliance areas

Sub-threshold AIFMs
• AuM not exceeding €100 million (or ≤ €500 million
unleverraged plus 5 year lock-up period)
• Sub-threshold AIFMs are subject to registration and
regulatory reporting requirements only

Remuneration
Capital and
professional
indemnitiy

• Holding companies, securitisation SPVs, pension funds,
employee savings schemes

Risk
liquidity,
valuation

AIFMs

Remuneration
Marketing
and access
to EU

Authorisation,
appointment
of AIFM

Reporting
and
disclosures
Organisational
rules

Compliance
areas
Delegation
and service
provider
arrangements

Risk
liquidity,
valuation

Capital and
professional
indemnitiy
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Conduct of
business rules

Depositary
and prime
broker
arrangements

Key challenges

1. Investment manager
Determine your strategy
• Identify which funds can make use
of the transitional arrangements
• Consider if distribution strategies need
to be amended
• Analyse the costs and benefits of the EU Passport
and determine if your investors value the added
regulation of AIFMD
• Consider the profitability impact of additional
headcount, depositary fees, capital costs and
outsourcing solutions
Manage compliance
• Conduct a regulatory gap analysis
• Assign project leaders and engage with stakeholders
• Identify conflicts with your existing MiFID permission
and establish new AIFM entity as required
• Determine budget and manage costs
• Quantify additional costs with the depositary
Remuneration policy
• Determine what changes will be required to fixed
pay, bonuses and pensions for staff

EU distribution
• Determine the impact of the phasing out of private
placement
• Monitor and comply with changes to local filing and
distribution requirements
• Determine usage of the new EU passport and
comply with the notification requirements
• Amend fund documentation to reflect new
disclosure requirements
Delegation framework
• Review the delegation structure and substance
of the AIFM against the letter box criteria
• Determine the ‘best fit’ delegation framework under
the new rules
• If moving people or procedures as a result
of AIFMD, consider the tax implications
Operational alignment
• Determine functional changes required to meet risk,
liquidity and valuations requirements
• Develop a data solution to meet the regulatory
reporting requirements
• Review service provider oversight arrangements

• Identify the commercial impact of remuneration
changes
• Undertake tax analysis and a carefully developed
policy that ensures key staff are retained and
incentivised
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2. Depositary

3. Administrator

Strategic

Contractual arrangements

The depositary landscape in Europe will change
significantly due to a new EU standard of strict liability
and a harmonised set of safekeeping and oversight
duties. In light of these new rules, you may wish to
consider:

• Consider whether you fulfil the role of an ‘external
valuer’ or whether you are willing to provide this
service for certain investment types
• Engage with the AIFM to clarify valuation roles and
responsibilities under AIFMD

• Mergers and/or strategic alliances
• New service offerings to new categories of clients
• Specialising in certain markets/products and/or
disengaging from others
• Harmonising controls across EU markets
Risk, pricing and capital
You will need to accurately:
• Determine the level of risk associated with each
market and asset type under custody
• Provide for the appropriate level of capital
to cover that risk
• Price according to the level of risk

• Develop operational processes with the depositary
function to meet the new cash flow monitoring and
reconciliation requirements
• Consider whether there is an opportunity to provide
bespoke non-credit institution depositary services to
private equity and real estate
Value-add services
AIFMD presents an opportunity for you to provide
outsourcing solutions to meet requirements in relation to:
• Regulatory reporting
• Liquidity profiling

Operational

• Esoteric asset valuation

You will need to develop operational processes to meet
AIFMD’s new requirements:

• Non-credit institution depositary services for private
equity and real estate managers

• Due diligence and monitoring of sub-custodians and
prime brokers
• Cash flow monitoring
• Ownership verification and record keeping
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Depositary function

Administrators will need to focus on developing costefficient automated solutions while additional expertise
and resources may also be required.

How we can help

Deloitte combines expertise in assurance/risk, regulatory,
taxation, operational and strategic consulting to deliver an
integrated AIFMD solution for your business. We provide global
resources and capabilities, yet our presence is local – with a clear
understanding of your market and your way of doing business.
Our AIFMD solutions framework

Strategic assessment

The strategic assessment considers cost, existing business model infrastructure and licences as
well as geographical impact (tax, regulatory) to identify your challenges and opportunities. This
assessment will demonstrate how to best align your current business objectives with the AIFMD
framework or, as the case may be, to remain out of scope.

Compliance project
management

The gap analysis highlights areas requiring action to achieve AIFMD compliance, to produce
a compliance plan indicating the action owner. Where the compliance function has limited
resources, action points such as drafting of specific policies and procedures, calculation of
capital/professional indemnity cover and due diligence, can be outsourced to Deloitte.

Risk and valuations
governance

Deloitte provides assistance in the set up and review of an AIFMD compliant risk manager
by advising on leverage calculation, liquidity management and the valuation model, as
well as providing risk stress testing and back testing. Our solution also covers a review and
implementation of new controls, procedures and reporting.

Independent
valuation advice

Deloitte provide assistance in designing and reviewing valuation models. Our experts also
propose independent valuation services depending on applicable local regulations.

Remuneration
compliance

Operational
realignment

Reporting

Our experts will guide you through the AIFMD requirements relating to remuneration, analysing
the impact this will have on your current remuneration framework and advise on new policies
and procedures required. This advice also covers personal taxation aspects and human
resources consulting and guidance, offering a pragmatic approach to AIFMD’s remuneration
requirements.
By reviewing the readiness of your operating model, we assess the need for operational
realignment and provide an optimal target operating model taking into account the delegation
model and the existing functions.
Our solution to the increased reporting requirements consists of conducting a gap analysis based
on the requirements compared to existing reporting processes and how these can be adapted
and enhanced, as well as advice on the areas of the control framework that
can be outsourced.

Distribution

Deloitte offers a distribution hub to assist you to benefit from the cross border distribution
passport. We provide the market intelligence to assist those without a passport to understand
the national private placement regimes of the EU member states, as well as worldwide.

Audit attest

Deloitte’s auditors can assess your entity under the ISAE 3402 on the investment management
function, the ISAE 3000 on the risk management process and the ISRS 4400 agreed upon
procedures on delegated functions.
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Contacts
AIFMD EMEA team
Benjamin Collette
Partner - EMEA AIFMD Leader
+ 352 451 452 809
bcollette@deloitte.lu
Marc Noirhomme
Directeur - PMO, EMEA AIFMD team
+ 352 451 452 613
mnoirhomme@deloitte.lu
Brian Forrester
Partner - PMO, EMEA AIFMD team
+44 20 7007 4203
brforrester@deloitte.co.uk

Your local contacts
Lou Kiesch
Partner - Regulatory Strategy
+352 451 452 456
lkiesch@deloitte.lu
Laurent Berliner
Partner - Business Risk
+ 352 451 452 328
lberliner@deloitte.lu
Xavier Zaegel
Partner - Capital Markets/Financial Risk
+352 451 452 748
xzaegel@deloitte.lu

Deloitte Luxembourg
560, rue de Neudorf
L-2220 Luxembourg
Grand Duchy of Luxembourg
Tel: +352 451 451
Fax: +352 451 452 401
www.deloitte.lu

Brian Jackson
Partner - PMO, EMEA AIFMD team
+353 1 417 2975
brijackson@deloitte.ie
Michael Booth
Senior Manager - PMO, EMEA AIFMD
+44 20 7303 0383
mibooth@deloitte.co.uk
Patrick Rooney
Manager - PMO, EMEA AIFMD team
+353 1 417 2962
prooney@deloitte.ie

Pierre Masset
Partner - Corporate Finance Advisory
Services
+352 451 452 756
pmasset@deloitte.lu
Benjamin Lam
Partner - Audit
+352 451 452 429
blam@deloitte.lu
Christopher Stuart Sinclair
Directeur - Regulatory Strategy
+352 451 452 202
cstuartsinclair@deloitte.lu
Nick Tabone
Partner - Audit
+352 451 452 264
ntabone@deloitte.lu
Emmanuelle Miette
Partner - Audit
+ 352 451 452 714
emiette@deloitte.lu

Deloitte is a multidisciplinary service organisation which is subject to certain regulatory and professional restrictions on the types of services we can provide to our
clients, particularly where an audit relationship exists, as independence issues and other conflicts of interest may arise. Any services we commit to deliver to you will
comply fully with applicable restrictions.
Due to the constant changes and amendments to Luxembourg legislation, Deloitte cannot assume any liability for the content of this leaflet. It shall only serve as
general information and shall not replace the need to consult your Deloitte adviser.
About Deloitte Touche Tohmatsu Limited:
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms, each of which
is a legally separate and independent entity. Please see www.deloitte.com/lu/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu
Limited and its member firms.
Deloitte provides audit, tax, consulting, and financial advisory services to public and private clients spanning multiple industries. With a globally connected network
of member firms in more than 150 countries, Deloitte brings world-class capabilities and high-quality service to clients, delivering the insights they need to address
their most complex business challenges. Deloitte has in the region of 200,000 professionals, all committed to becoming the standard of excellence.
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Designed and produced by MarCom at Deloitte Luxembourg

