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CASE STUDY OF PARALLEL FUND STRUCTURES: HK AND LUXEMBOURG
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(- Composition of the board
of directors (includding
qualified Luxembourg
directors)

¢ Involvement of
Luxembourg directors in
key decisions

¢ Board meetings to be hel,
in Luxembourg

- Board
Composition
and Meetings

Office and
Employees

Compliance
4 and reporting

« Strategic operations
managed locally

e Documented decision-
making
¢ Local bank accounts

e Treasury operations in J

Luxembourg

¢ Physical office

¢ Qualified (part-time)
employes

¢ [T equipment

* E-mail addresses

¢ Reference of website

Business cards

¢ Local accounting and tax
filings

¢ Workflow systems to

monitor compliance and

governance

* Preparation of sound tax
documents
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SUBSTANCE

There is a convergence between AIFMD (providing for minimum substance criteria, minimum level of activities together with

limitations to delegation possibilities) and the global tax trends (BEPS included). European legislation often requires certain
entities to pass certain substance tests (e.g. the EU Securitisation Regulation)

Having the AIF (pooling investors) and the SPVs (pooling all the investments) in the same jurisdiction with a certain minimum
level of substance/activities shall reduce the risk of challenges going forward.

Tax authorities trend -BEPS

*  Motive test *  Managed by Lux office
PPT * Beneficial ownership

* Management and control *+ Other business income
* Infrastructures and resources
Substance
{L Lux SPVs
VIRTUOUS CIRCLE
I

T

AIFMD

AIFM

au substance

AIFMD substance criteria:

*  Minimum functions: * Limitation to delegation:
— Final decision in Luxembourg — Letter-box entity
— Portfolio management — Leveraging on the substance
— Risk management * Reporting
— Interaction with Lux * Certification L
authorities cvarx (/D cSC  FINGER
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LUXEMBOURG INVESTMENT TOOLBOX - GENERAL OVERVIEW

* Restricted asset classes
* Public distribution with EU passport
* Very high level of supervision

UCI Part Il

SUPERVISED STRUCTURE

More supervision / regulation

¢ Almost all asset classes, 10% diversification rule
* High level of regulation/supervision

* Professional investors: EU passport
e Full retail EU passport (ELTIF) accessible

* PEand VC (Real Estate under conditions), no diversification required
* Lower level of regulation/supervision

* Restricted to well informed/sophisticated investors

* Professional investors: access EU passport

» **Retail EU passport (ELTIF) accessible

* EUVECA passport available

» All asset classes, 30% diversification rule

* Lower level of regulation/supervision

* Restricted to well-informed/sophisticated investors
* Professional investors: access EU passport

* Possibility to have sub-funds

» **Retail EU passport (ELTIF) accessible

UNSUPERVISED STRUCTURE
More flexibility

* All asset classes, 30% diversification rule
(unless qualify as risk capital)
* Not subject to supervision
* Restricted to well-informed/sophisticated investors
* Professional investors: access EU passport
e Possibility to have sub-funds
e **Retail EU passport (ELTIF) accessible
* EUVECA passport available

* Two different types (SCS or SLP)

* All asset classes, no diversification required
* No regulatory supervision

* Highly flexible structuring regime
Professional investors: access EU passport

Securitisation
/ vehicle

Corporate or fund structure

All asset classes, no diversification required
No regulatory supervision (unless issue to retails) Pa rtnership
Highly flexible structuring regime
May qualify as an AIF
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BUILDING YOUR LUXEMBOURG PLATFORM WITH SUBSTANCE

Tax and regulatory convergence - from single SPV to strong investment platforms

i
Offshore Non-EU ad\nsor
= EU passport available
= Real economic and rationale activity |
. . . . Lux ManCo
= Use of pooling vehicle with appropriate substance AIEM
= |nvestors’ protection

= Lessrisk of challenge by tax authorities in invested

countries and recognized by worldwide investors
(BEPS, ATAD, non discrimination of funds)

AIF platform

Local SPVs !
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Charlotte Chen
+852 22871900
charlottechen_hk@elvingerhoss.lu
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Hong Kong
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L-1340 Luxembourg
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+352 621 585 767
simon.maire@cscglobal.com

Francois-Xavier Goossens
+352 621570918
FrancoisXavier.Goossens@cscglobal.com

28, Boulevard Raiffeisen
L-2411 Luxembourg

28, Boulevard Raiffeisen
L-2411 Luxembourg

ELVINGER

HOSS

LUXEMBOURG
Law

CSC


mailto:charlottechen_hk@elvingerhoss.lu
mailto:jeanbernardspinoit@elvingerhoss.lu
mailto:simon.maire@cscglobal.com
mailto:simon.maire@cscglobal.com

Enhance the substance when setting up investment structures in Luxembourg

Q&A

Moderated by:

Mr. Jacques Bortuzzo,
Vice President,
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