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Introduction

1. Background and objectives

Investment funds are an important part of Ireland’s financial services sector and form the
second-largest domicile for investment funds in Europe and fourth largest domicile
globally. The domestic framework in Ireland provides for a stable, transparent, and well-
regulated environment for asset managers and investors to access capital market
investments. The sector also has an important role to play in supporting the EU’s Savings
and Investment Union (SIU) by facilitating the efficient mobilisation of retail and

institutional capital into long-term investments in Europe’s real economy.

The proposed changes in this consultation have been made in line with the Central Bank
of Ireland’s (Central Bank) strategic priorities of safeguarding, transforming, being future
focused and open and engaged. These changes will ensure that the domestic regulatory
framework takes account of market developments, remains effective and robust while
contributing to the Central Bank’s objectives of maintaining financial stability and

protecting investor interests.

AIFMD and the AIF Rulebook

The Alternative Investment Fund Managers Directive (Directive 2011/61/EU) (AIFMD)
entered into force in 2013, establishing a harmonised European regulatory framework for
the management and marketing of Alternative Investment Funds (AlFs) within the EU. It
provides a common framework for European regulators to protect investors through
effective oversight with operational safeguards, while also providing regulators with the
necessary supervisory tools to monitor and address risks that may arise from the

activities of AlFs and their Alternative Investment Fund Managers (AIFMs).

The publication of the Alternative Investment Fund Rulebook (AIF Rulebook) formed an
important part of the Central Bank’s implementation of the AIFMD. It consolidated into a
single document the conditions that the Central Bank imposes on authorised AlFs,
European Long Term Investment Funds (ELTIFs), Alternative Investment Fund Managers

(AIFMs), and their depositaries.
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Following a review of AIFMD by the European Commission, a revised directive was
published in the Official Journal of the European Union in 2023 and entered into force in
April 2024. EU Member States have until April 2026 to transpose the revised framework

into domestic law.

The revised AIFMD introduces new obligations related to delegation, liquidity
management tools, loan origination, reporting and depositaries. In line with the new
AIFMD framework, the Central Bank is proposing a number of significant amendments to
the AIF Rulebook. These amendments will align the AIF Rulebook with the revised
European rules, take account of market developments, enhance regulatory effectiveness
and provide additional clarity regarding the Central Bank’s expectations for regulated

investment funds.

Savings and Investment Union initiative

The SIU aims to enhance the competitiveness and efficiency of EU financial markets by
reducing regulatory burdens and improving the accessibility of financial products,
particularly for retail investors. This includes streamlining administrative procedures,
removing unnecessary barriers, and ensuring regulatory rules are necessary, effective and

proportionate.

In this context, the Central Bank has reviewed the AIF Rulebook and its alignment with
the underlying risk profile of investment activities. Amendments are proposed to support
fund managers in delivering well-regulated investment solutions in a more efficient

manner to meet their investor’s needs.

Investor demand for alternative assets classes
Investor appetite for private market strategies has grown markedly as institutional and
retail investors seek enhanced returns and diversification through exposure to private

equity, private debt, real estate, infrastructure and hedge funds.
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Following the 2030 Funds Review?, the Central Bank is proposing certain changes to the
AIF Rulebook to better support the establishment and operation of private asset funds in
Ireland. The proposed changes are a significant enhancement to the domestic framework,
in particular for Qualifying Investor AlFs, reflecting an approach that safeguards
investors, while also acknowledging that Qualifying Investor AlFs are Ireland’s

professional product offering for asset managers and their investors.

Principal Policy Proposals
This section provides an overview of the main policy proposals related to the revised
AIFMD, the evolution of the global funds sector, and measures previously implemented

through guidance and Questions and Answers (Q&As).

A. Alignment with AIFMD

The following proposed amendments seek to align the AIF Rulebook with the revised

AIFMD:

e Removal of the Loan Origination QIAIF section of the AIF Rulebook to align fully
with the European framework in the AIFMD. The revised AIFMD introduced a
pan-European framework for loan origination and private credit. In light of the
new EU rules - which in some instances are inconsistent with the current
requirements in the AIF Rulebook- it is proposed to remove the Loan Origination
QIAIF (L-QIAIF) section from the AIF Rulebook and to align fully with the European

framework.

These amendments support the broader objective under SIU of promoting private
asset and credit investments. The removal of the L-QIAIF section will also align

with the position set out in the private asset Q&As published in Q1 2025.

e Expectations on disclosure around the selection and use of liquidity management

tools (LMTs). Proposed amendments to the AIF Rulebook will incorporate

1 https://www.gov.ie/en/department-of-finance/publications/funds-sector-2030-a-framework-for-open-
resilient-developing-markets/#funds-review-2030-report

9
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requirements for the selection and use of LMTs, and providing for AIFM’s to also
select further LMTs in addition to those defined in Annex V of Directive 2011/61
(EV).

B. Regulatory Effectiveness

Amendments are proposed to provide greater clarity on certain regulatory
requirements including investment limits, AIFM reporting and investment through

intermediary investment vehicles.

e Change to requirements for Qualifying Investor AlFs investing through
intermediary investment vehicles. It is proposed to update the rules governing
investment through intermediary investment vehicles by Qualifying Investor AlFs.
Under the revised approach, there will be an obligation on the AIFM to disclose the
use and purpose of intermediary investment vehicles in its prospectus, to carry out
due diligence on the vehicles and to have in place documented policies and
procedures for the oversight and monitoring of the vehicle. As a result, the current
requirements related to wholly owned subsidiaries will be removed, including the
requirement for Central Bank approval prior to the establishment of a subsidiary,
the obligation for fund directors to constitute the majority of the subsidiary's
board, and the restriction preventing subsidiaries themselves from entering into

contracts unless the fund is party to those arrangements.

In addition to the new domestic requirements, general requirements already exist
under AIFMD related to the use of these vehicles, ensuring that there is adequate
disclosure to investors regarding the use of such vehicles, and safeguarding the
Qualifying Investor AlF’s assets. These requirements include rules on acquisition of

control, depositary oversight and look-through requirements for leverage.
This approach ensures that Qualifying Investor AlFs can continue to use

intermediary structures with clear regulatory expectations and protections in

place.

10



Consultation Paper 162 | Central Bank of Ireland | Page 11

e Removal of requirement to seek authorisation as an AIF management company.
It is proposed to remove the requirement for investment funds to seek
authorisation as an AIF Management Company as set out in Chapter 4 -

Management Company Requirements.

When acting for an AlF, an AIF Management Company performs functions
comparable to those already carried out by a board of directors or general partner.
The additional requirements imposed in the AIF Rulebook results in duplication.
The focus of the framework is on the AIFM as the main regulated entity overseeing
the management of the AIF and the implementation of its investment strategy.
Governance and director suitability requirements for AIF Management Companies
will continue to apply through existing regulatory mechanisms, including the

Central Bank'’s Fitness and Probity regime.

This will reduce the burden for investment funds and is consistent with the
previous Central Bank decision to remove this requirement for Investment Limited

Partnerships (ILPs).

¢ Incorporating capital commitments into the Qualifying Investor AlFs
subscription mechanism and expanding the list of exempted parties.
It is proposed to update the Qualifying Investor AlFs minimum investment
requirements to provide for investments made through capital commitments.
Investing in a Qualifying Investor AIF requires investors to invest a minimum of
€100,000 (or its equivalent in another currency) that can be provided as a single
payment. Itis further proposed to permit the minimum investment requirement to
be met through a capital commitment model, whereby an investor commits to
investing at least €100,000 but the amount is drawn down in stages over time by

the Qualifying Investor AIF as it ramps-up its investment portfolio.

It is also proposed to expand the list of entities eligible for an exemption from the
minimum subscription requirement to include the AIFM itself or a group company
of the AIFM, discretionary or non-discretionary investment advisers, and directors

(or equivalent), employees, secondees, consultants or partners of these entities.
11
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The exemption will continue to be limited to those directly involved in the
Qualifying Investor AlF’s investment activities or to senior employees and partners
within the relevant management, investment or advisory firms who have

appropriate expertise in the provision of investment management services.

Incorporation of rules governing Depositaries for AlFs under Regulation 22(3)(b)
of the AIFM Regulations (“Depositaries of Assets other than Financial
Instruments”) (DAoFI). In 2021 the Central Bank published guidance for DAoFIs.
DAOoFIs are a type of depositary that may only act as depositary for specific types
of AlFs (i.e. those which have no redemption rights exercisable for at least five
years from the date of initial investment and which generally do not invest in
financial instruments that can be held in custody). It is proposed to incorporate
Central Bank guidance on DAoFIs into the Depositary Chapter of the AlF
Rulebook.

Extension of requirements applicable to Qualifying Investor AlFs with registered
AlIFMs to Qualifying Investor AlFs with non-EU AIFM.

Under AIFMD, Member States may allow non-EU AIFMs to manage and/or market
AlFs to professional investors within their jurisdictions. In line with the
requirements for registered AlIFMs, it is proposed to also apply these requirements
to non-EU AIFMs that manage Qualifying Investor AlFs and to also require

compliance with the EU loan origination requirements.

Part Il of the Qualifying Investor AIF chapter of the AIF Rulebook will be updated

to include non-EU AIFMs to ensure the consistent application of the framework.

Removal of Chapter 3 Part A of the AIFM requirements. Chapter 3 Part A of the
AIF Rulebook was a set of provisions to support the transition of AIFMs into the
new capital requirements introduced following CP152. These provisions are no
longer relevant as all AIFMs are now subject to the requirements as set out in

Chapter 3 Part B. It is now proposed to delete Part A of the AIF Rulebook.

12
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e Provision for Charity share classes. It is proposed to incorporate Q&A ID 1144
into the AIF Rulebook which permits AlFs to establish share classes that make

distributions to charities, subject to specific conditions.

e Clarification around investor voting rights. Provisions have been updated in
relation to investor voting rights for Qualifying Investor AlFs, including the
alignment of these voting rights with the relevant provisions in the fund’s
constitutional document. It is proposed to permit Qualifying Investor AlFs and
ELTIFs to use other investor voting mechanisms, including written resolutions,
where explicitly provided for in the relevant legislation and disclosed in the fund’s

constitutional document.

e Providing for Regulation (EU) 2017/1131 stress testing requirements. Qualifying
Investor AlFs authorised in accordance with Regulation (EU) 2017/1131 shall,
when conducting stress testing under Article 28 of Regulation (EU) 2017/1131,
adhere to the periodically updated guidelines establishing common reference
parameters of the stress test scenarios issued by the European Securities and
Markets Authority (ESMA). Complying with the annual guidelines will now form

part of the rules governing the relevant funds.

e Revising Reporting requirements. The AIF Rulebook will specify that funds are
obliged to submit reports as detailed on the Central Bank’s website. This allows for
changes to reporting requirements without also having to update the AlIF

Rulebook.

C. Capital Commitment Structures and Private Asset Strategies

The Central Bank is consulting on targeted amendments to the AlF Rulebook to
provide greater flexibility to investment managers when structuring their investment
funds to better meet investors’ needs. These changes are also necessary to support

investments in private assets as recommended in the 2030 Funds Review.

¢ Incorporating guidance on share class features of closed-ended Qualifying

Investor AlFs into the Qualifying Investor AIF chapter to align with relevant
13
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provisions in the ELTIF chapter. The Central Bank guidance on share class
features of closed-ended Qualifying Investor AlFs will be incorporated into the
Qualifying Investor AlIF chapter aligning with the approach taken for ELTIFs. This
will allow managers to establish share classes with specific features to meet
investors’ needs and provides for the efficient structuring of investment funds

including those that are open ended.

The proposed changes will also permit side-letter arrangements, subject to the
disclosure of such arrangements in the prospectus and the requirement that such

arrangements do not materially disadvantage other investors in the fund.

The incorporation of the share class guidance will enable greater flexibility in
structuring investment funds, including share classes that permit differentiated
participation for specific purposes such as issuance of shares at a price other than
Net Asset Value (NAV), the inclusion of excuse and exclude provisions related to
investor preference and taxation requirements, stage investing and management
participation. This will allow fund managers to better facilitate the participation of
investors in the fund whilst being able to tailor its operational elements to better

meet the needs of those investors.

Changes to offer period requirements for Qualifying Investor AlFs that are
closed-ended or open-ended with limited liability. It is proposed to remove the
restriction on the initial offer period that is currently limited to two years and six
months. Instead, there will be a requirement that the initial offer period is
disclosed in the prospectus. The revised text aligns with the approach taken in the
ELTIF Chapter and ensures consistency across the framework while providing
greater flexibility for asset managers, particularly private asset funds that may

have longer ramp-up periods.

In order to ensure that investor interests are safeguarded, a new provision will be
added that imposes an obligation on the AIFM to return an investor’s subscription
proceeds upon request to that investor if the offer period has expired or if the

AlIFM extends the offer period and the fund has failed to issue units to the investor.
14
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¢ Removal of current market value requirements relating to warehousing. It is
proposed to align the Qualifying Investor AlFs warehousing requirements with
those applied to ELTIFs. This amendment is consistent with the valuation
principles under AIFMD, which require AIFMs to carry out asset valuations
impartially and with due skill, care and diligence. Additionally, warehousing
arrangements remain subject to connected party transaction rules providing

further safeguards for investors.

D. Further technical changes

Other provisions within the AIF Rulebook will also be revised as part of a general
review of the requirements, to correct for errors or to provide additional clarification

on the purpose and intended outcome of a particular rule. These include:

e Removal of requirement to specify depositary/AlIFM replacement
procedures in the constitutional documents of the investment fund. The
current obligation for a Qualifying Investor AlF’s constitutional document to
specify the procedure for replacing a depositary is being removed. This
requirement is considered disproportionate given the broader regulatory
safeguards already in place for investors. A corresponding obligationin

relation to the replacement of an AIFM will also be removed.

o Differentiation of certain charges from LMTs. Amendments are being made
to clarify that certain administrative charges applied to investor
redemptions/repurchases are distinct from the use of LMTs under Annex V of
Directive 2011/61 (EU). This change is necessary to ensure that where a fund
imposes such standard charges as part of its normal redemption/repurchase
process it does not trigger the requirements under Annex V of Directive

2011/61 (EV).

15
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e Restriction on issuing Bearer Securities. The issuance of bearer shares is no
longer permitted under Section 66(9-10) of the Companies Act 2014 and

references will be removed.

e Clarification that connected party dealing rules apply to asset transactions
with unitholders. ‘Unitholders’ will be added to the list of entities subject to
the requirements under the provisions directed at dealings with connected
parties. These additions are necessary to address circumstances where an
investment fund may enter into commercial transactions with unitholders in
the fund. A footnote will be included to clarify that these requirements do not
apply to transactions (redemption/subscriptions/other distributions) by

unitholders in relation to their units in the fund.

e Consequential updates to the ELTIF chapter. The ELTIF Chapter of the AlIF
Rulebook will be updated to ensure that the relevant provisions remain
consistent with similar provisions in the Qualifying Investor AIF Chapter. The
proposed technical amendments are intended to ensure that the ELTIF
Chapter is implemented in a manner that aligns, where appropriate, with the

Qualifying Investor AlIF framework.

2. Proposal

This Consultation Paper sets out the Central Bank’s proposed amendments to the AIF

Rulebook and includes targeted questions for stakeholders.

3. Summary

The proposed amendments, insertions and deletions are designed to ensure Ireland’s
regulatory framework remains dynamic, proportionate, and aligned with EU legislation
and evolving market practice. By updating the AIF Rulebook to reflect updated
regulations, current industry standards and policy developments, the Central Bank is
reinforcing Ireland’s position as a leading jurisdiction for the domiciliation of alternative

investment funds. These changes will support greater investor choice, maintain high

16
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standards of investor protection, reduce systemic risk, and enable continued innovation in

fund structuring.

4. Structure

This Consultation Paper comprises draft proposed amendments to the AlF Rulebook and
a series of questions on the proposals set out therein. The Consultation Paper is

structured as follows:

e Definitions

e Introduction

e Chapter 1 - Retail Investor AIF Requirements

e Chapter 2 - Qualifying Investor AIF Requirements

e Chapter 3 - Alternative Investment Fund Manager Requirements
e Chapter 4 - AIF Management Company Requirements

e Chapter 5 - AIF Depositary Requirements

e Chapter 6 - European Long-Term Investment Fund Requirements

e Other Feedback

5. Consultation responses

The Central Bank invites all stakeholders to provide responses to the questions on the
proposed amendments within this Consultation Paper. Responses should be submitted

no later than 5 November2025.

Please make your submission electronically by email to fundspolicy@centralbank.ie. We

will send an email acknowledgement to all responses. If you do not receive an

acknowledgement, please contact us on fundspolicy@centralbank.ie.

The Consultation will remain open for 8 weeks from 9 September 2025 to 5 November
2025, following which the Central Bank will review all feedback received on this
Consultation Paper and prepare an associated feedback statement to be published by the

Central Bank. It is the policy of the Central Bank to publish all responses to its

17
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consultations on its website. Accordingly, commercially confidential information should
not be included in consultation responses. Information deemed potentially libellous or

defamatory will not be published.

The Central Bank will accept no liability in respect of any information provided, which is

subsequently released, or in respect of any consequential damage suffered as a result.

Markets and Funds Policy Division
Central Bank of Ireland
9 September 2025

18
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Definitions

6. Interpretation

The Definitions section of the AlIF Rulebook will be updated to include new definitions to
align with Directive (EU) 2024/927, insert additional definitions as required, delete
definitions that are no longer applicable and correct errors.

The definition for ‘Associated company’ is deleted as the term is no longer referenced in
the AIF Rulebook.

Definitions are included for the fund structures that a Retail Investor AlF, Qualifying
Investor AIF and ELTIF may be established as.

The definition for ‘Category 1 investment fund’ is amended to include reference to
investment funds established in Hong Kong.

A definition is included for a ‘Depositary of Assets other than Financial Instruments’
(DAOFI) to describe a depositary for AlFs under Regulation 22(3)(b) of the AIFM
Regulations.

The definition for ‘ESMA’s Remuneration Guidelines’ is amended to reference ESMA’s
guidelines on sound remuneration policies under the UCITS Directive and AIFMD

(ESMA/2016/411).

A definition of ‘European Long-term Investment Fund’ (ELTIF) is included to reference the
European Long-term Investment Funds Regulation.

A definition is included for ‘Governing document’ that includes both an AlF’s
constitutional document and its prospectus.

The definition of ‘Irish Collective Asset-management Vehicle’ is amended to make
reference to the year of the Act.

The definition of ‘Investment company’ is amended to make reference to the updated
Companies Act.

19
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The definition of ‘Investment fund legislation’ is amended to make reference to the
updated Companies Act.

In the definition of ‘Qualifying Investor AIF’, the term ‘alternative investment fund’ is
amended to ‘AlF’.

The Central Bank has corrected an error in the current AIF Rulebook that denotes a
definition for ‘Qualified Investor ELTIF’ rather than ‘Qualifying Investor ELTIF'. In that
definition, the term ‘A European Long-Term Investment Fund’ is amended to ‘An ELTIF’.

A definition for ‘Regulated Investment Fund’ is included to specify a collective
investment vehicle that is authorised and supervised by a financial regulatory authority.

The definition of ‘Related Company’ is amended to make reference to the updated
Companies Act.

In the definition of ‘Retail Investor AIF’, the term ‘alternative investment fund’ is amended
to ‘AlF’.

A definition for ‘Value at Risk’ (VaR) is included to clarify the components that
characterise the risk measure.

A definition for ‘Votes cast’ is included to reference a measure requiring approval of
investors in an AlF as approval: (i) through voting at a general meeting; (ii) in writing; or
(iii) as otherwise permitted by the AlF’s constitutional document.

Proposed amendments to Definitions across pages 9-16, AIF Rulebook March 2024.
e  AIF Rulebook: The Central Bank’s rulebook in relation to AlFs which contains chapters
concerning Retail Investor AlFs, Qualifying Investor AlFs, ELTIFs, AlE-Management
Companies;, Alternative lavestmentFund-Managers AIFMs and AIF Depositaries.

° Associated-combanyv:—Th erm-hasthe samemeaninaga aivanto-‘associated

20
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Authorised AIF: An AIF authorised by the Central Bank under the-investment fund
legislation.

Category 1 investment fund: Investment funds established in Hong Kong and authorised by
the SFC under section 104 of the Securities and Futures Ordinance.

Common Contractual Fund: Common Contractual Fund within the meaning of the
Investment Funds, Companies and Miscellaneous Provisions Act 2005.

Depositary of Assets other than Financial Instruments (DAoFI): A depositary for AlFs under
Regulation 22(3)(b) of the AIFM Regulations.

Designated Investment Company: Designated Investment Company within the meaning of
section 1395 of the Companies Act 2014.

ESMA: the European Securities and Markets Authority.

ESMA’s Remuneration Guidelines: ESMA!s Guidelines-onsoundremunerationpoliciesunder

the AIEMD{ESMA/2013/201). ESMA’s Guidelines on sound remuneration policies under the
UCITS Directive and AIFMD (ESMA/2016/411).

European Long Term Investment Fund (ELTIF) - A regulated collective investment
undertaking which provides investors access to long-term investments in private equity or
real assets in accordance with Regulation (EU) 2015/760 of the European Parliament and of
the Council of 29 April 2015 on European long-term investment funds as amended by
Regulation (EU) 2023/606 of the European Parliament and of the Council of 15 March 2023.
Governing Documents: The AlF’s constitutional document and its prospectus.

ICAV: An ICAVM Irish Collective Asset-management Vehicle within the meaning of the ICAV
Act 2015.

ICAV Act 2015: The Irish Collective Asset-management Vehicles Act 2015.

Investment eCompany - An investment company authorised under, RartXHlof the
CompaniesAct 1990, Part 24 of the Companies Act 2014, or an ICAV authorised under the
ICAV Act 2015.

Investment fund legislation: Unit Trusts Act 1990, PartXHl-of the Companies Act 1990, Part
24 of the Companies Act 2014, Investment Limited Partnerships Act 1994, Investment
Funds, Companies and Miscellaneous Provisions Act 2005 and ICAV Act 2015.

Investment Limited Partnership: Investment Limited Partnership within the meaning of the
Investment Limited Partnerships Act 1994.

Professional Investor ELTIF: An Europeanlong-Termlnvestment Fund ELTIF authorised by
the Central Bank which may be marketed solely to professional investors, as defined in
Article 2 of Regulation (EU) 2015/760.

Qualifying Investor AIF: An alternativeinvestmentfund AlIF authorised by the Central Bank
which may be marketed to investors who meet the criteria set out in the Qualifying Investor
AIF chapter.

Qualifyingied Investor ELTIF: - AEuropeanlong-TermlnvestmentFund An ELTIF authorised

by the Central Bank which may be marketed only to investors who meet the following criteria:
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(a) isaprofessional client within the meaning of Annex Il of MiFID; or
(b) theinvestor receives an appraisal from an EU credit institution, a MiFID firm or a
UCITS management company that the investor has the appropriate expertise,
experience and knowledge to adequately understand the investment in the ELTIF; or
(c) theinvestor certifies that they are an informed investor by providing the following:
e confirmation (in writing) that the investor has such knowledge of and
experience in financial and business matters as would enable the investor to
properly evaluate the merits and risks of the prospective investment; or
e confirmation (in writing) that the investor’s business involves, whether for its
own account or the account of others, the management, acquisition or
disposal of property of the same kind as the property of the ELTIF.
Registered AIFM: An AIFM which that has been registered with the Central Bank in
accordance with Regulation 4(3) of the AIFM Regulations.
Regulated Investment Fund: A collective investment vehicle that is authorised and
supervised by a financial regulatory authority under a defined legal and regulatory
framework. An investment fund which is either a category 1 investment fund or a category 2

investment fund.

Regulated market:- F
tothe public: ThisphraseA market which operates regularly and is recognised and open to
the public and is understood by reference to the following 4 components, which are not
exhaustive and the assessment should include a general overview of the market, having
regard to issues which would be relevant to the operation of the market and investments
therein:

(a) Regulated: The market must be regulated. Such a market is subject to supervision
by an authority or authorities, duly appointed or recognised by the state in which it
is located. The authority autherities should generally have the power to impose
capital adequacy rules, to supervise directly members of the market, to impose
listing standards, to ensure transparency in dealings and to impose penalties where
breaches of rules or standards occur. The clearance and settlement system for
transactions should also be regulated and should have acceptable settlement
periods.

(b) Recognised: The market must be recognised or registered by an authority or
authorities, duly appointed or recognised by the state in which it is located.
Investment in the market by locally based retail investment funds should be
permitted by the relevant authorities.

(c) Operating Regularly: Trading must take place with reasonable frequency and the
market should have regular trading hours. The assessment must have regard to
liquidity in the market, including the number of members/participants, and the

ability of the market to provide fair prices on an on-going basis. Custody
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arrangements should also be satisfactory i.e. a depositary must be satisfied that it
can provide for the safe-keeping of the assets of an authorised AIF in accordance
with the conditions set down in the AIFM Regulations.

(d) Open to the public: The market must be open to the public. The public should have
direct or indirect access to the securities traded on the market. The degree to which
overseas investors are permitted to invest and any rules which may impede the
repatriation of capital or profits must be taken into account.

e  Related Company: This term has the same meaning as inthe Companies Act 1990, section
140(5)}that which is specified in subsections (10) and (11), Part 1 of the Companies Act 2014.
In general this states that companies are related where 50% of the paid up share capital of, or
50% of the voting rights in, one company are owned directly or indirectly by another.

e  Retail Investor AIF: An alternative investmentfund AlF authorised by the Central Bank which
that may be marketed to retail investors.

e  Retail Investor ELTIF: An Europeanltong-TermlnvestmentEFund ELTIF authorised by the
Central Bank which that may be marketed to retail investors, as defined in Article 2 of
Regulation (EU) 2015/760.

¢ Underlying investment funds: This term refers to the underlying investment funds which that
form the assets of authorised AlFs.

e  Unit Trust: A Unit Trust within the meaning of the Unit Trusts Act 1990.

e Value at Risk (VaR): A measure that estimates the potential loss in value of a portfolio over a
defined period for a given confidence interval under normal market conditions.

e  Votes cast: This means a vote cast at a general meeting, in writing or as otherwise permitted by

the AIF’s constitutional document.
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Rulebook Introduction

7. Update to legal structure and chapter references

To reflect regulatory changes and to provide greater clarity, the following amendments

have been made:

e Definitions of the main fund types have been added.
e Other amendments have been included for clarity, including amending the
numbering of the relevant sections and subsequently, the title of chapters

reflecting the deletion of certain sections.

Proposed amendments to i. General, page 17, AIF Rulebook March 2024.

Retail Investor AlFs, Qualifying Investor AlFs and ELTIFs may be established as:

dUnit £Trusts-underthe Unit Trusts Act 1990;

e dDesignated ilnvestment eCompanies{ie-investment-companieswhich-mayraise-capital-by

b nderthe Companies-A Q00 _P

e ilnvestment iLimited pPartnerships underthe lhvestmentLimited Partnerships Act 1994
e cCommon eContractual fFunds-underthelnvestment Funds Act 2005; and

e |CAVs. underthelCAV Act.

Under the investment fund legislation the Central Bank is responsible for the authorisation and
supervision of Unit £Trusts, eCommon eContractual fFunds, iinvestment eCompanies and ilnvestment

{Limited pPartnerships, and has the power to impose conditions on them.

Proposed amendments to i. General - paragraphs 5 and 6, page 17, AIF Rulebook March 2024.
Conditions in chapter 1 - Retail Investor AIF Requirements, chapter 2 - Qualifying Investor AIF

Requirements, chapter 3 - ELTIF Requirements 4-AlEManagement Company-Requirements and
chapter 5 - AIF Depositary Requirements and-chapter 6 - ELTIE Requirements are conditions imposed

by the Central Bank under powers given to the Central Bank under that legislation.

For chapter 3 4 - Alternative Investment Fund Manager Requirements, conditions are imposed by the

Central Bank under Regulation 9 of the AIFM Regulations.
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8. Amendments to Chapter titles

The update to the AIF Rulebook will include the deletion of the AIF Rulebook chapter
requiring the authorisation of AIF management companies (AIF ManCos). With this

change, the alignment of chapters within the AIF Rulebook will also change as detailed

below.

Proposed amendment to ii. Application of the chapters, page 18, AIF Rulebook March 2024.
AIFMs which:
(a) come within the scope of the AIFM Regulations and cannot avail of the exemptions from
authorisation set out in Regulation 4 of the AIFM Regulations; or

(b) optto be authorised under the AIFM Regulations

are subject to chapter 3 4- Alternative Investment Fund Manager Requirements.
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Chapter 1 - Retail Investor AIF Requirements

9. Deletion of obsolete references

The Central Bank has updated this section to remove an obsolete footnote and update
references to ‘AlF Management Company’.

Proposed amendments to iii Directors of Retail Investor AIF investment companies, heading footnote,

page 55, AIF Rulebook March 2024.

Directors of Retail Investor AIF investment companies *°

Proposed amendments to iii Directors of Retail Investor AIF investment companies, paragraph 1, page
55, AIF Rulebook March 2024.

Where the Retail Investor AIF is an investment company, departures from the office of director and the
reason for the departure shall be notified to the Central Bank immediately by filing the relevant Central
Bank form. In all cases where a director wishes to resign and prior to completing the relevant Central
Bank form, the Retail Investor AIF (at Board or its Chair level) must form a view as to the impact of the
resignation on the Retail Investor AIF ManagementCompany having regard to the current and
prospective financial state of the Retail Investor AIF ManagementCompany-and-the-AlFsunder
management. In the event that the Board or, in the absence of a Board meeting, the Chair forms the view
that the situation is one which could create such concern on the part of the Central Bank, it shall state this
on the relevant Central Bank form. The Board or its Chair may consult the Central Bank in order to help it

form a view on that matter.
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Chapter 2 - Qualifying Investor AIF

Requirements

10. Committed capital arrangements and minimum
subscriptions

A Qualifying Investor AIF shall have a minimum subscription of €100,000 or its
equivalent in other currencies. Where a Qualifying Investor AlIF operates a capital
commitment mechanism, the AIF Rulebook will now provide for those Qualifying
Investor AlFs to account for the contribution of the committed capital towards the

minimum subscription amount.

A new footnote will be included to clarify the new amendment.

Proposed amendments to i. General restrictions, paragraphs 1, 2 and 3, page 103, AIF Rulebook March
2024.
1. Subject to approval by the Central Bank otherwise, the Qualifying Investor AIF shall have a
minimum capital commitment or subscription of €100,000 or its equivalent in other currencies.
2. The Qualifying Investor AIF shall not accept capital commitment or subscription from persons
that group amounts of less than €100,000 for individual investors.
3. The Qualifying Investor AIF shall only accept capital commitments or subscriptions from an

investor who:

New Footnote: Applicable only to Qualifying Investor AlFs that operate a capital commitment

mechanism.
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11. Derogations in relation to minimum subscription limits

The AIF Rulebook limits the exemption for the minimum subscription to certain defined
entities and persons. The AIF Rulebook will now grant an exemption from the minimum
subscription requirement that includes: (i) the AIFM or other legal entity within the

AIFM's group; and (ii) those that provide advisory services (both discretionary and non-

discretionary) to the AIFM.

These parties possess the relevant expertise and knowledge to make an assessment of the
investment objectives, strategy and potential risks of investing in the Qualifying Investor
AIF, facilitating greater management participation. The requirement will continue to be
limited to: (i) those directly involved in the investment activities of the Qualifying Investor
AIF; or (ii) senior employees / partners / consultants / secondees of the management /
investment / advisory company that have experience in the provision of investment

management services.

Proposed amendments to i. General restrictions, paragraphs 4 and 5, pages 103-104, AIF Rulebook
March 2024.

4. The Qualifying Investors AIF may grant an exemption from the minimum capital commitment or
subscription requirement to the following:
(a) the management company or general partner;
(b) the AIFM or a company or other legal entity within the AIFM's group
{b}-(c) acompany or other legal entity appointed to provide investment management or advisory
services (whether discretionary or otherwise) to or in respect of the Qualifying Investor AlF;
{e} (d) adirector (or equivalent) of the AIFM, management company, investment company or

general partner or a director (or equivalent) of a company or other legal entity appointed to
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provide investment management services or advisory services (whether discretionary or

otherwise) to or in respect of the Qualifying Investor AlF; and

{d}(e)an employee, consultant to, secondee to efthe-managementcompanyinvestmentcompany

adviseryservicestothe Qualifying lnvestor ALE or partner of any of the entities mentioned in (a), (b), or
(c), where the employee, consultant, secondee or partner;
e holds aformal agreement or employment contract with any of the entities mentioned in
(a), (b) or (c), or
e isdirectly involved in the investment activities of the Qualifying Investor AIF, or
e isasenior employee of the company or other legal entity appointed to provide
investment management or advisory services (whether discretionary or otherwise) and

has experience in the provision of investment management services.

In the case of investments by employees, consultants, secondees and/or partners or groups of
employees, consultants, secondees and/or partners, the Qualifying Investor AIF must ensure
that the AIFM, management company, investment company, advisor or general partner, as
appropriate, is satisfied that prospective unitholders fall within the criteria outlined at (ed)
above. The Qualifying Investor AIF must ensure that investing employees must certify to it that
they are availing of the exemption provided for in this sub-paragraph and that they are aware
that the Qualifying Investor AIF is normally marketed solely to qualifying investors who are

subject to a minimum capital commitment or subscription of €100,000.

5. The Qualifying Investor AIF must ensure that prospective unitholders-certify in writing to it that
they meet the minimum criteria listed in paragraph 3 above and that they are aware of the risk
involved in the proposed investment and of the fact that inherent in such investments is the

potential to lose all of the sum invested.

30



Consultation Paper 162 ‘ Central Bank of Ireland ‘ Page 31

12. Replacement of the term ‘notes’ with ‘debt securities’

The AIF Rulebook allows a Qualifying Investor AIF to issue notes on a private basis to a
lending institution to facilitate financing arrangements. However, there is a lack of clarity
in the subsequent derogation that refers to ‘notes’ instead of ‘debt securities’. The text

will be amended to confirm the consistent application of the exemption.

Proposed amendments to i. General restrictions, paragraph 6, page 104, AIF Rulebook March 2024.

6. The Qualifying Investor AIF shall not raise capital from the public through the issue of debt
securities. This restriction does not operate to prevent the issue of retes debt securities by
Qualifying Investor AlFs, on a private basis, to a lending institution to facilitate financing
arrangements and where-BDdetails of the aete debt security are issued-must-beclearly

provided in the prospectus.

13. Qualifying Investor AlFs granting loans or acting as a

guarantor

As part of the alignment with the new EU loan origination framework, the general
restriction on Qualifying Investor AlFs granting loans and acting as guarantor will be

removed.

The provision of guarantees is standard market practice for fund financing arrangements

such as bridge financing and financing where the fund is part of a wider fund family, and in
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the context of private equity investments where financing is provided to underlying
portfolio companies / investment vehicles. Additionally, there are no such restrictionsin

the AIFMD’s new European loan origination rules.

Proposed deletion of i. General restrictions, paragraph 7, page 104, AIF Rulebook March 2024.

14. Restriction on acquiring legal or management control over a

company

The AIF Rulebook currently prohibits a Qualifying Investor AlIF from acquiring or from
appointing a management company or general partner or AIFM that intends to acquire
any shares carrying voting rights that would enable it to exercise significant influence
over the management of an issuing body. This requirement is dis-applied where the
Qualifying Investor AIF is a venture capital, development capital or private equity

Qualifying Investor AlF, provided disclosures are made to this effect in the prospectus.

32



Consultation Paper 162 | Central Bank of Ireland | Page 33

The acquisition of such rights can form part of private asset strategies, including venture
capital, management buy-out or leveraged buy-out transactions. In order to ensure
Qualifying Investor AlFs can implement such strategies, including as part of mixed
strategy funds, the AIF Rulebook will now require Qualifying Investor AlFs that intend to
exercise legal or management control over a company to disclose this in the prospectus in
line with the Qualifying Investor AlIF’s investment strategy. Further, there already exist
general requirements under AIFMD related to disclosure of investment strategy, the

acquisition of control and depositary oversight.

Proposed deletion of i. General restrictions, paragraph 8, page 105, AIF Rulebook March 2024.

15. Investments in units of a related investment fund

The relevant paragraph will be amended to include a reference to ‘or other legal entity’ to
the list of parties where the obligations of this paragraph apply to clarify the scope of the
provision. A clarification will also be made to reference the ‘AlIFM’ when referencing

‘management company’.
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Proposed amendments of i. General restrictions, paragraph 9, page 105, AIF Rulebook March 2024.

9. The Qualifying Investor AIF shall only invest in units of an investment fund managed by its
management company or AIFM or by an associated or related company or other legal entity of
either of these, where the AIFM / management company of the investment fund in which the
investment is being made has waived the preliminary / initial / redemption charge which it would

normally charge.

16. Qualifying Investor AIF obligations in respect of

performance fees

The AIF Rulebook is updated to clarify that a Qualifying Investor AIF must ensure that its
AIFM provides depositaries access to all necessary information to allow them to verify the

calculation of the performance fee.

Proposed amendments of i. General restrictions, paragraph 10, page 105, AIF Rulebook March 2024.
10. The Qualifying Investor AIF shall ensure that the calculation of performance fees is verified by

the depositary or a competent person appointed by the AIFM and approved for the purpose by

the depositary. The Qualifying Investor AIF shall ensure that its AIFM provides the depositary

with all necessary information regarding the calculation of the performance fee in advance of any

such fees being paid.
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17. Requirements in relation to changing the maximum annual

fee

The AIF Rulebook is amended to clarify the reference to ‘limited partnership agreement’.

The AIF Rulebook will provide for the Qualifying Investor AIF, when changing the
maximum annual fee charged, to do so either by: (i) approval on the basis of a simple
majority of votes cast or (ii) in accordance with the voting procedures / requirements of
the Qualifying Investor AlF’s governing documents. (This can allow for a written
resolution of the relevant unitholders where provided for in relevant regulation of that
fund’s legal structure). Certain conditions are applied in the AIF Rulebook related to
voting requirements that ensure investor interests are safeguarded when there are
proposed material changes to Qualifying Investor AlFs, particularly in cases where
investors are not offered the opportunity to redeem their investment prior to the change

taking effect.
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Proposed amendment of i. General restrictions, paragraph 11, page 105, AIF Rulebook March 2024.
11. The Qualifying Investor AIF shall specify, in its trust deed;deed-of constitution,-constitutional

document, management agreement, AIFM agreement or limited partnership agreement, the
maximum annual fee charged by, as relevant, an AIFM, a management company and/or a
general partner of the Qualifying Investor AlF. The maximum annual fee of the Qualifying
Investor AIF shall not be increased without approval on the basis of a simple majority of votes
cast atgeneralmeeting. Inthe event of anincrease in the annual fee charged to a Qualifying
Investor AIF, areasonable notification period must be provided by the Qualifying Investor AlF
to enable unitholders redeem their units prior to the implementation of the increase. The
provisions of this paragraph are also applicable to the annual fee charged by an investment

manager where this fee is paid directly out of the assets of the Qualifying Investor AlF.

New Footnote: Only applicable to open-ended funds and open-ended funds with limited liquidity
which provide the opportunity for investors to redeem prior to the implementation of the
change. The AIF Rulebook provides for different procedures when there is no opportunity for

investors to redeem.

18. Requirements in relation to changing the maximum

redemption fee

Clarification has been made in relation to requirements around the maximum charge
relating to the redemption or repurchase of units. The reference to ‘constitutional
document’ or ‘prospectus’ has been replaced with ‘governing documents’ to ensure

consistency in the use of terminology through the AlF Rulebook.
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Proposed amendments of i. General restrictions, paragraph 12, page 105, AIF Rulebook March 2024.

12. The Qualifying Investor AIF shall specify, in its constitutionaldocument orprospectus
governing documents, the maximum charge relating to the redemption or repurchase of units.
The maximum charge relating to the redemption or repurchase of units may not be increased
without approval on the basis of a simple majority of votes cast atgeneralmeeting. In the event
of an increase in theredemption-orrepurchase charge a reasonable notification period must be
provided by the Qualifying Investor AIF to enable unitholders redeem their units prior to the

implementation of the increase.

New Footnote: Only applicable to open-ended funds and open-ended funds with limited liquidity
which provide the opportunity for investors to redeem prior to the implementation of the
change. The AIF Rulebook provides for different procedures when there is no opportunity for

investors to redeem.

19. Processinrelation to the remuneration of related parties

Clarification is being provided to the process around providing for remuneration and the
parties that are empowered to charge fees. Further, a single reference is made to the
Qualifying Investor AIF instead of the list of legal vehicles used to establish the Qualifying
Investor AIF. The AIF Rulebook will be amended to remove reference to ‘the trust deed’,
‘deed of constitution’, ‘partnership agreement’, ‘the articles of association’ or ‘instrument
of incorporation’ and instead these will be replaced with a single reference to
constitutional document. Further, references to a ‘unit trust’,’common contractual fund’
or ‘investment limited partnership’ are removed to reference instead the ‘Qualifying
Investor AIF’ to ensure consistency in such references throughout the AlIF Rulebook.
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Reference to the AIFM is included for clarification purposes.

The AIF Rulebook is further amended to remove reference to ‘the articles of association’
or ‘instrument of incorporation’ in favour of the singular reference to constitutional

document.

Proposed amendments to ii. Constitutional documents, paragraph 3, page 106, AIF Rulebook March
2024.

3. The Qualifying Investor AIF shall, in its constitutional document, preseribetheinthetrust deed;
deed-of constitutionorpartnershipagreementprescribe provide for the remuneration and the

expenditure which the AIFM, management company or general partner and depositary are

empowered to charge to aunittrust common-contractualfundorinvestmentlimited partnership

the Qualifying Investor AIF and the method of calculation of such remuneration; and, the costs to

be borne by the unittrust;common-contractualfundorinvestmentlimited partnership
Qualifying Investor AlF.
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20. Replacement of AIFM/management company/general
partner

The AIFMD sets out requirements for the AIFM to act in the best interests of the AlF and
its investors at all times. With respect to the replacement of the AIFM / management
company / general partner, the current requirement to specify the procedure to be
followed within the constitutional document of the Qualifying Investor AIF is not
appropriate, given this relates to a policy or procedure that may be updated over time,
and there are sufficient requirements to protect investors within the overall framework.

The Central Bank is therefore proposing to remove this specific requirement.

Clarification will be added that the AIFM / management company / general partner of a
Qualifying Investor AIF may not be replaced without the prior approval of the Central
Bank.

Proposed amendments to ii. Constitutional documents, paragraph 5, page 106, AIF Rulebook March

2024.

5. The Qualifying Investor AIF shall, where relevant, specify; in its governing constitutional
documents, the circumstances under which there may be effected, and-the proceduretobe
followed withrespectto; the replacement of the AIFM /-erthe-management company / general
partner with another AIFM / management company / general partner (including such a
replacement by the Central Bank) and shall contain provisions to ensure the protection of
unitholders in the event of any such replacement. The AIFM / management company / general
partner of a Qualifying Investor AIF may not be replaced without the prior approval of the

Central Bank.
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21. Replacement of the depositary

The AIFMD sets out requirements on the AIFM to act in the best interests of the AIF and
its investors. The current requirement to specify the procedure to be followed with
respect to the replacement of the depositary is not appropriate within the constitutional
documents given this relates to a policy or procedure that may be updated over time. The
Central Bank is therefore proposing to remove this specific element of the requirement.
Clarificationis also included that the approval of the Central Bank must be attained prior

to any appointment of a depositary.

Proposed amendments to ii. Constitutional documents, paragraph 6, page 107, AIF Rulebook March
2024.

6. The depositary of a Qualifying Investor AIF may not be replaced without the prior approval of the
Central Bank. The Qualifying Investor AlF shall specify, in its governing censtitutional
documents, the conditions under which there may be effected;apdthe procedure tobefollowed
withrespectto; the replacement of the depositary of the Qualifying Investor AIF with another

depositary (including such a replacement by the Central Bank) and shall contain provisions to

ensure the protection of unitholders in the event of any such replacement.

22. Bearer securities

The issuing of bearer shares by investment funds is no longer permitted under Section
66(9-10) of the Companies Act 2014, and it is proposed to remove references in the AIF

Rulebook accordingly.
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Proposed amendments to ii. Constitutional documents, paragraph 7, page 107, AIF Rulebook March
2024.

7. The Qualifying Investor AIF may erly

{b}issue registered certificates where such activity is permitted by its constitutional documents.

The Qualifying Investor AIF shall attach rights, in proportion to the fraction of the a units held
except for voting rights which can only be exercised by whole units. -The Qualifying Investor AlF
shall ensure that the certificates and-bearersecurities-are signed by the depositary. This signature

may be reproduced mechanically.

Proposed amendments to ii. General information concerning the Qualifying Investor AIF, paragraph
1(I)(iv), page 121, AIF Rulebook March 2024.

(iv) the characteristics of the registered units-whetherthey-areregistered-orbearer;

23. Update to requirements on partly paid units

Text changed to refer to ‘its’ instead of ‘their’.

Proposed amendments to ii. Constitutional documents, paragraph 8, page 107, AIF Rulebook March
2024.

8. The Qualifying Investor AIF may provide for the issue of partly paid units in theieits

constitutional documents.
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24. Rules for subscription in specie

Clarification that requirements related to subscriptions in specie are included in the

Qualifying Investor AlF’s constitutional document.

In addition, clarification has been provided to distinguish between the treatment of those

assets that can be held in custody and other assets by the depositary.

Proposed amendment to ii. Constitutional documents, paragraph 9, page 107, AIF Rulebook March
2024.

9. The Qualifying Investor AIF shall ensure that where its constitutional document provides for
subscription in specie, the following provisions must also be included in its constitutional
document:

e the nature of the assets to be transferred into the Qualifying Investor AIF would
qualify as investments of the Qualifying Investor AIF in accordance with the
investment objectives, policies and restrictions of the Qualifying Investor AlF.

e assets to be transferred that can be held in custody must be vested with the
depositary or arrangements are made to vest the assets with the depositary;

e forother assets to be transferred that cannot be held in custody, the depositary shall
verify the ownership of such assets by the AIF or the AIFM acting on behalf of the AlF;

e the number of units to be issued must not exceed the amount that would be issued for

the cash equivalent; and
e thedepositary is satisfied that the terms of any exchange will not be such as are likely
toresult in any material prejudice to the existing unitholders of the Qualifying Investor

AIF or the depositary is satisfied that there is unlikely to be any material prejudice to

the existing unitholders of the Qualifying Investor AlF.
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25. Subscription in specie and exchange of assets

To distinguish this process from the defined terms related to the use of LMTs under
Directive (EU) 2024/927, the term ‘exchange of assets’ will be utilised instead of ‘in-

specie’. For clarity, a reference to the process of ‘settlement of redemptions’ is included.

Proposed amendment to ii. Constitutional documents, paragraph 10 on pages 107-108, AIF Rulebook
March 2024.

10. The Qualifying Investor AIF shall ensure that where its constitutional document provides for the
settlement of redemptions through an exchange of assets inspecie the following provisions must
also be included in the constitutional document:

e thesettlement of redemptions through an exchange of assets inspecie is at the
discretion of the Qualifying Investor AIF and with the consent of the redeeming
unitholder;

e asset allocation is subject to the approval of the depositary; and

e adetermination to provide the settlement of redemptions through an exchange of assets
inspeciemay be solely at the discretion of the Qualifying Investor AIF where the
redeeming unitholder requests redemption of a number of units that represent 5% or
more of the NAV of the Qualifying Investor AIF. In this event the Qualifying Investor AIF
will, if requested, sell the assets on behalf of the unitholder. The cost of the sale can be
charged to the unitholder.

The requirements set out in the first and third bullet points above are not applicable for an

exchange traded fund where the original subscription was made in specie.
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26. Exchange of Assets in the case of a ‘winding up’

Terminology is being changed to differentiate this concept in terms of a ‘winding up’ from

that of a redemption in specie under Directive (EU) 2024/927.

Proposed amendment to ii. Constitutional documents, paragraph 11, page 108, AIF Rulebook March
2024.

11. The Qualifying Investor AIF shall ensure that where its governing eenstitutional documents
provides for distributioninspecie the exchange of assets as part of the redemption policy on a
winding up, the governing documents must provide that thefelowingprovisions must-alse-be
included initsconstitutionaldocument the settlement of redemptions through an exchange of
assets is at the discretion of the Qualifying Investor AIF and is with the consent of the redeeming
unitholder. Where the Qualifying Investor AlIF agrees to sell the assets upon the request of the

redeeming unitholder, the costs of such sale may be charged to the redeeming unitholder.
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27. Companies Act 2014 risk spreading requirement

Duplicative reference to the Companies Act 2014 and spreading of investment risk is

removed.

Proposed deletion to ii. Constitutional documents, paragraph 12, page 108, AIF Rulebook March 2024.

28. Limitations on temporary suspensions for ILPs

Reference to the possibility for limitations to be placed on Investment Limited
Partnerships from suspending temporarily the calculation of the NAV and redemptions
are being removed as the revised LMT requirements of Directive (EU) 2024/927 do not

provide for such limitations.

45



Consultation Paper 162 | Central Bank of Ireland | Page 46

Proposed deletion to ii. Constitutional documents, paragraph 13, page 108, AIF Rulebook March 2024.

29. Conditions for redemptions/repurchases

In paragraph 3, ‘withdrawal’ is changed to ‘withdrawals’. The term ‘partners’ is replaced
by the term ‘unitholders’ as defined in the AIF Rulebook

Proposed amendments to iii. Valuation, paragraph 3, page 109, AIF Rulebook March 2024.
3. The Qualifying Investor AIF shall, in its constitutional document, establish conditions for the

creation and cancellation of units or for contributions and withdrawals of contributions of

partners' unitholders’ capital, as appropriate.
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30. Clarification on references to ‘redemption fee’

The concept of ‘redemption fee’ has been clarified to distinguish from the use of similar

mechanisms as LMTs.

Proposed amendments to iv. Distinction between open-ended Qualifying Investor AlFs and those
which are open-ended with limited liquidity arrangement, paragraph 1, page 109, AIF Rulebook March
2024.

1. Where the Qualifying Investor AIF is an open-ended Qualifying Investor AlF it shall:
(a) provide redemption facilities on at least a quarterly basis;
(b) redeem when requested at least 10% of net assets on a monthly basis or 25% of net asset
on a quarterly basis; and

(c) not impose a charge on redemptions in excess of 5% of ret-assetvalue NAV per unit.

New Footnote: This provision refers to circumstances where the Qualifying Investor AIF
imposes charges on redemptions that are not applied as an LMT in accordance with Annex V
of Directive (EU) 2011/61.

31. Clarification of reference to ‘calendar days’

The AIF Rulebook is amended to clarify that the period of time referred to under

paragraph 2 as per below is 90 calendar (or consecutive) days.
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Proposed amendment to iv. Distinction between open-ended Qualifying Investor AlFs and those which

are open-ended with limited liquidity arrangement, paragraph 2, page 109, AIF Rulebook March 2024.

2. Qualifying Investor AlFs which:
(a) offer redemption and/or settlement facilities on a less than quarterly basis; or
(b) provide for a period of greater than 90 calendar days between the dealing deadline and the
payment of redemption proceeds will not be subject to any regulatory parameters in terms of
dealing frequency, minimum redemption quotas or timeframe for settlement, provided they

classify themselves as open-ended Qualifying Investor AlFs with limited liquidity.

32. Clarification around settlement processes

The AIF Rulebook is amended to clarify that the extension to the days allowable under

paragraph 3 of this section is an additional 5 calendar days.

Proposed amendment to iv. Distinction between open-ended Qualifying Investor AlFs and those which

are open-ended with limited liquidity arrangement, paragraph 3, page 110, AIF Rulebook March 2024.

3. Where the open-ended Qualifying Investor AIF provides for dealing on a quarterly basis, the
time between submission of a redemption request and payment of settlement proceeds must not
exceed 90 calendar days. This period can however be extended te-by 25 calendar days in the
context of a Qualifying Investor AIF which invests in other investment funds, including a
Qualifying Investor AIF which provides for dealing on a more frequent basis (e.g. monthly,

weekly etc.).
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33. Provisions related to side pockets and illiquid assets

The establishment of side pocket classes is permitted and is not contingent on the
liquidity profile of the asset. Qualifying Investor AlFs are permitted to invest inilliquid
assets subject to the redemption profile of the fund being calibrated accordingly and
appropriate disclosures on the impact of investing inilliquid assets are detailed in the

prospectus. As aresult, these provisions are no longer necessary and will be removed.

Proposed deletion to iv. Distinction between open-ended Qualifying Investor AlFs and those which are

open-ended with limited liquidity arrangement, paragraph 4, page 110, AIF Rulebook March 2024.
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34. Central Bank requirements on the use of share classes

The AIF Rulebook will now be amended to clarify the requirements surrounding the

creation of share classes. This includes the addition of new paragraphs (3-8).

Amendments incorporate the current Central Bank guidance on share classes for closed-
ended funds to ensure that all AlFs can avail of these provisions to enable managers to
better meet their investors’ needs. Amendments also ensure that provisions align with
AIFMD requirements regarding the granting of preferential treatment subject to
investors being treated fairly and such arrangements being disclosed in the prospectus.
Subject to certain requirements set out as paragraphs 4 to 8, these share classes provide
for: (i) allocation of the returns of specific assets to the class; and / or (ii) participation by a
class in the Qualifying Investor AlIF other than on a pro rata basis. Further, the
establishment of share classes which provide for such differentiated participation will be
permissible to reflect: (a) issue of shares / units / interests at a price other than NAV
without prior approval of the Central Bank; (b) excuse and exclude provisions; (c) stage

investing; and (d) management participation.

Proposed amendments, deletions and inclusions to v. Share classes paragraphs 1 and 2, pages 110-111,
AIF Rulebook March 2024.

1. Subject to paragraph 2 below, wherethe Qualifying lnvestor AlF createsmore thanoneshare
vithin the AlF or within an umbrella, it shall comply with the following

AIF shall only create one or more share classes within the Qualifying Investor AIF, or within a

sub-fund of an umbrella Qualifying Investor AlIF, where the following requirements are satisfied:

a. the constitutional document of the Qualifying Investor AIF must provide for the creation of
share classes. In the case of an umbrella Qualifying Investor AIF the provision in the
constitutional document to establish the way in which sub-funds, and share classes within
sub-funds, are created must be clear and unambiguous;

b. each Qualifying Investor AlF£or sub-fund thereof must consist of a single eemmeon pool of

assets;

. " individual<l I ;
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£ c.where more than one share class exists, all the unitholders in the different share classes
must be treated fairly; and

d. nounitholder in a Qualifying Investor AIF or sub-fund thereof, whether in the same or
different share classes, shall obtain preferential treatment, unless the granting of such
preferential treatment is disclosed in the prospectus, including a description of how the
Qualifying Investor AIF ensures the fair treatment of investors. Where a unitholderin a
Qualifying Investor AIF or sub-fund thereof, whether in the same or different share classes,
obtains such preferential treatment, it shall not result in a material disadvantage to other

unitholders in the Qualifying Investor AIF or relevant sub-fund.

Share classes may be established which may be differentiated on the basis of
subscription/redemption procedures, asset exposure, distribution policies or charging structure,
hedging policies or other criteria clearly disclosed in the prospectus and permitted by the

constitutional document.

Subject to paragraphs 3 to 40 8 the Qualifying Investor AIF may allocate assets (including,
without limitation, financial derivative instruments (“FDI”),) to individual share classes where the
arrangement

¢ is not made for the purpose of pursuing a separate investment objective by the share

class;

e does not result in a share class operating de facto as a separate sub-fund; or

e is not created in order to circumvent the requirements set out in paragraph 1 of this

section.

The Qualifying Investor AIF shall distribute and/ or accrue capital gains/ losses and income from
the above to each unitholder relative to their participation in the relevant share class provided
that:

(a) there is prominent disclosure in the prospectus of the ability to establish such share

classes and the attendant risks;

(b) there is clear authority in the constitutional document to create such share classes;

(c) the constitutional document contains unambiguous valuation and allocation provisions;

and

(d) to the extent possible under the investment fund legislation and applicable law, the

constitutional document contains provisions aimed at achieving segregation of liability

between such share classes and the share classes participating in the eemmen single pool of
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assets of the Qualifying Investor AlF£or sub-fund thereof. Where it is not possible to ensure
such segregation of liability, this shall be prominently disclosed in bold text in the

prospectus.

Notwithstanding the requirements of Part 1, Section 1, iii Valuation, and without prejudice to the
generality of paragraphs 1 and 2, share classes may be used to operationalise the capital
commitment made by a unitholder or the participation of the investment management function
in the Qualifying Investor AIF. These share classes may, subject to the requirements set out in
paragraphs 4 to 8, provide for: (i) allocation of the returns of specific assets to the share class; and
/ or (ii) participation by a share class in the Qualifying Investor AIF other than on a pro rata basis.
Establishment of share classes which provide for such differentiated participation is permitted to

provide for:

(a) the issuance of shares at a price other than NAV without prior approval of the Central
Bank;

(b) excuse and exclude provisions;

(c) stage investing; and,

(d) management participation.

In order for a Qualifying Investor AIF to provide for a share class with one or more of the features
noted in paragraph 3(a) - (d) and to allocate the returns of a specific asset to that share class the

following general conditions apply:

(a) the ability to establish share classes providing for the features outlined in paragraph 3(a) -
(d) has been provided for in the Qualifying Investor AlF’s governing documents and has
been disclosed to unitholders in advance;

(b) the Qualifying Investor AlF’s prospectus permits establishment of share classes which
provide for different levels of participation in the Qualifying Investor AlF;

(c) the unitholder’s interest in a Qualifying Investor AlF is proportionate to:

e the capital it has paid into the Qualifying Investor AIF at a particular point in time;
and/or

e the predetermined flow of capital returns to the share class; and/or

e the extent to which the share class held by the unitholder participates in the assets of
the Qualifying Investor AIF.

(d) where the investor has subscribed in the Qualifying Investor AIF on the basis of a capital
commitment and periodic drawdowns from the investor, the Qualifying Investor AIF
maintains records on an individual investor basis to enable it to clearly identify
commitments paid and commitments outstanding for each investor (“capital accounting”),

and
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(e) the capital accounting methodology is consistent with the requirements of Commission
Delegated Regulation (EU) 231/2013 which require the AIFM to establish, implement and
maintain accounting policies and procedures to ensure that the calculation of the NAV is

carried out as required by that Delegated Regulation and the AIFM Regulations.

Where a Qualifying Investor AIF issues new units at a price below NAYV, this shall not result

in a material disadvantage to other unitholders in the Qualifying Investor AIF.

A Qualifying Investor AIF may facilitate excuse provisions (which enable an investor to be
excused from an investment that the Qualifying Investor AIF proposes to make) and/or
exclude provisions (which permits the Qualifying Investor AIF to exclude an investor from a
proposed investment that the Qualifying Investor AIF proposes to make) provided that:

(a) the excuse and/or exclude provisions are predetermined and documented by the
Qualifying Investor AIF (in respect of excuse provisions by way of a written document
between the Qualifying Investor AIF and the investor prior to an investment being made
in the Qualifying Investor AIF and, in respect of exclude provisions, by providing for the
circumstances in which this may occur in the governing documents of the Qualifying
Investor AIF);

(b) a formal notification must be provided by the unitholder or Qualifying Investor AIF
(depending on the party invoking the provision) outlining the basis on which the excuse
or exclude provision is being invoked;

(c) the board of the Qualifying Investor AIF and the AIFM must document:

e whether or not it accepts the formal notification so provided, and
¢ the consequences of accepting or disagreeing with such notification unless already

disclosed in the governing documents.

A Qualifying Investor AIF may, at a later stage in the life cycle of the Qualifying Investor AlF,
permit new investors to acquire shares in the Qualifying Investor AIF. The purchase of
shares by way of transfer from an existing unitholder or the subscription for new shares in
the Qualifying Investor AIF may be facilitated by the Qualifying Investor AIF by way of
establishment of a new class which provides for participation in existing and future
investments of the Qualifying Investor AIF or in future investments only and provided that:

(a) upon acquisition by way of transfer, the terms of investment by the new investor is

clearly documented;
(b) upon the issue of new shares, a new share class is established for the investor; and
(c) the commitments paid and commitments outstanding for each investor are

accounted for using a capital accounting methodology.
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8. A Qualifying Investor AIF may establish management share classes which permit persons
designated by the AIFM as entitled to participate in investments of the Qualifying Investor
AIF. Such classes may participate in the Qualifying Investor AIF on the basis of conditions
which differentiate the class from other classes in the Qualifying Investor AIF. This is
subject to:
e the conditions applicable to such classes being provided for in the prospectus.
e capital payments (both committed capital and preferred returns) being allocated
to relevant investor share classes and management share classes in accordance

with the Qualifying Investor AlF’s governing documents.

35. llliquid asset share classes

The share class provisions in the AlIF Rulebook have been amended to include asset
exposures and a separate section devoted to side pocket arrangements for holding illiquid

assets is no longer necessary.

Specific requirements within the AIF Rulebook with respect to the use of side pockets as
LMTs and referenced in Directive (EU) 2024/927 have been aggregated into a separate
section of the Qualifying Investor AIF chapter.

Proposed deletion of v. Share classes, ‘Side pockets share classes - Assets which become illiquid or
difficult to value’ and ‘Side pocket share classes - Assets which are illiquid when purchased’,

paragraphs 3 to 10, pages 111-112, AIF Rulebook March 2024.
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36. Charity share classes

The 49t Edition of the Central Bank’s AIFMD Q&A, ID 1144 provides for the possibility of
establishing an AIF that has a share class that makes distributions to a charity provided a
number of requirements are met. It is proposed to now include this Q&A in the AIF
Rulebook as part of the general share class provisions. As aresult, ID 1144 in the AIFMD
Q&A will be deleted.

Proposed insertion v. Share classes - ‘Charity Share Classes’ page 112, AIF Rulebook March 2024.

1. A Qualifying Investor AIF may establish a share class that makes distributions to charity, subject

to the following requirements:

e theinvestor must elect to subscribe to such a share class and cannot be automatically
invested in such a share class;

e distributions should only be paid to a charity that is approved / authorised / registered in
the relevant jurisdictions. Details of the charity and evidence of their approval /
authorisation / registration status should be provided to the Central Bank on request;

e theprospectus /supplement must clearly set out:

o theimplications of such ashare class - that the relevant charity and not the
investor will benefit financially from distributions from the Qualifying Investor AlF;
o details of the charity to which the distributions are being made and the

circumstances under which such distributions will take place; and

o that such distributions will not be paid out of the capital of the Qualifying Investor
AlF.

e periodic reporting to unitholders (for example, in the annual reports) must include

details of the amounts that have been distributed to charity.
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37. Compliance with rules at sub-fund level

Updated to include clarification that the provisions of paragraph 2 apply to all sub-funds

of the Qualifying Investor AIF, and not just at an umbrella level.

Proposed amendments to vi. Umbrella Qualifying Investor AlFs, paragraph 2, page 112, AIF Rulebook
March 2024.

2. Where the Qualifying Investor AIF is constituted as an umbrella Qualifying Investor AlF, it shall

ensure that each of its sub-funds complyies with the requirements to which it is subject.

38. Disclosure in constitutional document

Text in paragraph 3 clarifies that relevant provisions per paragraph 3 are provided for in

its constitutional document and reflect all available legal structures.
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Proposed amendments to vi. Umbrella Qualifying Investor AlFs, paragraph 3, page 112, AIF Rulebook
March 2024.

3. Where the Qualifying Investor AIF is an umbrella Qualifying Investor AlF it shall, as appropriate,
provide thatitstrust deed-deed in its constitutional document -articles-of association-or
instrument of incorporationprovide that separate records will be maintained for each subfund

sub-fund with the assets and liabilities being allocated to each sub-fund.

39. Umbrella fund and sub-fund compliance

Paragraph 4 duplicates elements that have been incorporated into paragraph 2 as set out

in section 38 and will be deleted.

Proposed deletion to vi. Umbrella Qualifying Investor AlFs, paragraph 4, page 112, AIF Rulebook
March 2024.
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40. Rulesinrelation to intermediary investment vehicles

The AIF Rulebook allows for the establishment of wholly owned subsidiaries and for co-
investment in investment vehicles, collectively intermediary investment vehicles. In this
update, the Central Bank will clarify requirements around investment through such
intermediary investment vehicles. Clarifications and amendments incorporate existing
rules in the AIF Rulebook, and certain requirements under the AIFMD Q&A, ID 1158 and
ID 1159.

The proposed changes recognise that protections related to the acquisition of control,
asset valuation, depositary oversight and leverage look-through requirements are
provided for under AIFMD.

Proposed amendment to vii. Investment through subsidiary companies, paragraph 1, pages 113-114,
AIF Rulebook March 2024.
vii. Investment through subsidiary-companies intermediary investment vehicles
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A Qualifying Investor AIF, for the purposes of implementing its investment strategy, may

invest through intermediary investment vehicles, including but not limited to special purpose

vehicles, aggregators, subsidiaries or on a co-investment basis, subject to the following:

a. the use and purpose of such intermediary investment vehicles is disclosed in the
prospectus of the Qualifying Investor AlF;

b. where a Qualifying Investor AlF establishes a wholly-owned subsidiary, the constitutional
document of the subsidiary shall restrict its ability to act other than in a manner consistent
with the investment objective and policy of the Qualifying Investor AlF;

c. theintermediary investment vehicle must not be an investment fund,;

d. the Qualifying Investor AIF shall ensure that its AIFM conducts appropriate due diligence
of theintermediary investment vehicle prior toinvestment inthe intermediary investment
vehicle;

e. the Qualifying Investor AIF shall ensure that the AIFM has documented policies and
procedures in place related to its due diligence, oversight and active monitoring of
intermediary investment vehicles used by the Qualifying Investor AlF; and,

f.  the Qualifying Investor AIF shall confirm in writing to the Central Bank that the AIFM wiill
carry out effective due diligence and ongoing oversight of the activities of the
intermediary investment vehicle in accordance with the relevant policies and procedures
and its compliance with the Qualifying Investor AlF’s stated investment objectives, policy,

and strategy.
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41. Parties subject to dealing rules

‘Unitholders’ will be added to the list of entities subject to the requirements under the
provisions directed at ‘Dealings by management company, general partner, depositary,
AIFM, investment manager or by delegates or group companies of these’. This addition
has been identified by the Central Bank as necessary given instances of investment funds
entering into transactions with unitholders (i.e. investors). This will protect the interests
of all unitholders in a relevant fund where such transactions take place. A new footnote
details that the relevant requirement does not apply to transactions by unitholders in

relation to their units.

Proposed amendment to viii. Dealings by management company, general partner, depositary, AIFM,
investment manager or by delegates or group companies of these, paragraph 1, page 114, AIF
Rulebook March 2024.

viii. Dealings by management company, general partner, depositary, AIFM, investment manager,

unitholder or by delegates or group companies of these

1. The Qualifying Investor AIF shall only enter into a transaction with a management company,

general partner, depositary, AIFM, investment manager, unitholder or by delegates or group
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companies of these where it is negotiated at arm's length. Transactions must be in the best

interests of the unitholders.

New Footnote: This requirement does not apply to transactions by unitholders in relation to

their units. This includes subscriptions, redemptions, conversions or dividend payments.

42. Pre-notification to the Central Bank

Amendment to reflect that changes to the name of the Qualifying Investor AIF or any of
the Qualifying Investor AlF’s sub-funds are added to the list of matters that require pre-
notification to the Central Bank. Requirement to notify the Central Bank where a
Qualifying Investor AIF invests in the units of another sub-fund within the same umbrella,

by way of transfer for consideration is no longer required.

Proposed amendment and deletions to i. General conditions, paragraphs 3 and 4, page 115, AIF
Rulebook March 2024.

3. The Qualifying Investor AIF shall notify the Central Bank in advance of proposed amendments to the
Qualifying Investor AlF-decumentation, including the prospectus, constitutional document, name of
the Qualifying Investor AIF or any of its sub-funds, or material agreements entered into with third

parties. The Central Bank may object to the amendments notified to it and amendments objected to

by the Central Bank may not be made.




Consultation Paper 162 | Central Bank of Ireland | Page 63

43. Timeline for reporting to the Central Bank

Amendment to provide greater clarity on requirements related to the communication of

breaches and errors to the Central Bank.

Proposed amendments to i. General conditions, paragraph 5, page 115, AIF Rulebook March 2024.

5. The Qualifying Investor AIF shall notify the Central Bank premptiy-immediately of any material

breach of the investment fund legislation, the requirements imposed on it by the Central Bank or

provisions of its prospectus.

44. Clarification around commencement of the offer period

Amendment to ensure that the commencement of the initial offer period for a Qualifying

Investor AIF cannot occur prior to the authorisation of the Qualifying Investor AIF.
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Proposed amendment to ii. Offer period, paragraph 1, page 116, AIF Rulebook March 2024.

1. The Qualifying Investor AIF shall ensure that the offer period does not commence or occur prior

to the authorisation of the Qualifying Investor AIF or approval in the case of a sub-fund-and-must
bof odnol I . he.

45. Return of subscription proceeds on an extension to the ‘offer

period’

Paragraphs 2, 3 and 4 will be deleted given that requirements around subscriptions,
repurchases and redemptions are required to be disclosed to investors in accordance with
the AIFMD. Provisions will now be included providing for the return to investors of
subscription proceeds in the event that the Qualifying Investor AIF does not issue unitsin
respect of such proceeds following the closure of the initial offer period. This will enhance
the protection of investor interests by ensuring they have the ability to request the return

of their investment in such circumstances.

The AIF Rulebook now provides that a Qualifying Investor AIF can launch share classes at
a fixed price after the initial offer period where it has been confirmed to the Central Bank
that the interests of existing shareholders in the Qualifying Investor AIF are not

prejudiced. Provisions under paragraph 5 are therefore no longer necessary.
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Proposed deletion and insertion ii. Offer period, paragraphs 2 to 5, page 116, AIF Rulebook March
2024.

2. Thenitial offer period shall be disclosed in the prospectus of the Qualifying Investor AlF.
Where during the initial offer period subscription proceeds are received by the Qualifying
Investor AIF but the Qualifying Investor AIF does not issue units in respect of such proceeds,
upon the expiry of the initial offer period or where the initial offer period is extended, the
investor may request the return of the subscription proceeds and the AIFM shall arrange for such

return to the investor without undue delay and no later than 3 months from the date of the

request.
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46. Footnote to ‘Directors of Qualifying Investor AIF investment
companies’

Footnote 21 is deleted to reflect the deletion of Chapter 4 - AIF Management Company
Requirements in this update to the AIF Rulebook.

Proposed deletion to iii. Directors of Qualifying Investor AIF investment companies footnote 21, page
116, AIF Rulebook March 2024.

47. Departures from the office of director of an investment

company

The AIF Rulebook currently refers to the impact on the AIF Management Company where
there is aresignation at the board level of a Qualifying Investor AIF investment company.
It is proposed to clarify that the requirement more accurately reflects the impact of a

resignation on the Qualifying Investor AIF itself.

Proposed amendment toiii. Directors of Qualifying Investor AIF investment companies, paragraph 1 on
pages 116-117, AIF Rulebook March 2024.
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1. Where the Qualifying Investor AIF is an investment company, departures from the office of director
and the reason for the departure must be notified to the Central Bank immediately by-filingthe
relevantin accordance with Central Bank ferm processes and procedures. Such processes and
procedures may be amended from time to time. In all cases where a director wishes to resign and
prior to eempleting providing the relevant Central Bank ferm notification, the Qualifying Investor
AIF (at Board or its Chair level) must form a view as to the impact of the resignation on the
Qualifying Investor AlF Management Company having regard to the current and prospective
financial state of the Qualifying Investor AlF. ManagementCompany-the AlEsundermanagement

In the event that the Board or, in the absence of a Board meeting, the Chair forms the view that the
situation is one which could create such concern on the part of the Central Bank, it shall state this on
the relevant Central Bank ferm notification. The Board or its Chair may consult the Central Bank in

order to help it form a view on that matter.

48. Clarification to operation of suspensions

Specific requirements within the AIF Rulebook with respect to LMTs as referenced in
Directive (EU) 2024/927 have been aggregated in a single section of the Qualifying
Investor AIF chapter. References and provisions related to these LMTs in other sections

of the AIF Rulebook have been deleted to remove duplication.

Proposed deletion of iv. Suspensions, paragraph 1, page 117, AIF Rulebook March 2024.
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49. Obligations around the replacement of a depositary

Updated to include ‘AIFM’ when referencing ‘management company’ and ‘general

partner’. Reference to specific fund legal structures has been deleted.

Proposed amendment to v. Replacement of depositary, paragraph 1, page 117, AIF Rulebook March
2024.

1. The Central Bank requires that the procedures to be followed in relation to the
replacement of a depositary must be approved by the board of the investment company,
the AIFM / management company-efa-unittrust scheme orcommon-contractual-fundor
the general partner-ofaninvestmentlimited partnership. Where the Qualifying Investor
AIF replaces its depositary, the Qualifying Investor AIF must ensure that the Central
Bank receives, as required, confirmation from both the retiring depositary and new

depositary that they are satisfied with the transfer of assets.
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50. Third party contracts

Updated to include ‘AlIFM’ and ‘general partner’ when referencing ‘management
company’. Reference to specific fund legal structures has been deleted for editorial

purposes.

Page 69

Proposed amendment to vi. Replacement of AIFM, management company, general partner or third

party, paragraph 2, page 118, AIF Rulebook March 2024.

2. The Central Bank must be notified in advance of any proposal to replace the following third
parties which have contracted (directly or indirectly) with the AIFM / management company /

general partner. These third parties are: inthecaseof aunittrust or common-contractualfund;

a. depositary;

b. investment manager;
c. auditor;and

d. fund administrator.

The Central Bank may object to the proposals and replacements objected to by the Central Bank

may not proceed.

51. Reporting requirements

Requirements related to reporting have been amended to provide for the current

requirements as set out on the Central Bank’s website.

69



Consultation Paper 162 | Central Bank of Ireland

Page 70

Proposed amendment and deletions to vii. Monthly and quarterly returns, paragraphs 1, 2 and 3, pages
118-119, AIF Rulebook March 2024.

vii. Menthly-and-guarterlyreturns Reporting requirements

1. The Qualifying Investor AIF mustshall submit a menthly returnto the Statistics Divisionof the
Central Bank using the Central Bank's Online Reporting System periodic returns in accordance

with the requirements specified on the Central Bank’s website.
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52. Voting procedures for changes to investment objectives and

policies

The AIF Rulebook will provide for the Qualifying Investor AIF, when changing its
investment objectives or effecting a material change to its investment policies, to do so
either by: (i) approval on the basis of a simple majority of votes cast or (ii) in accordance
with the voting procedures / requirements of the Qualifying Investor AIF’s governing
documents. (This can allow for a written resolution of the relevant unitholders where
provided for in relevant regulation of that fund’s legal structure). Certain conditions are
applied in later sections of the AIF Rulebook related to voting requirements that ensure
investor interests are safeguarded when there are proposed material changes to
Qualifying Investor AlFs, particularly in cases where investors are not offered the
opportunity to redeem their investment prior to the change taking effect. In accordance
with the obligations under the AIFMD, proposed changes to matters related to the
management of the Qualifying Investor AIF should at all times be undertaken in the best

interests of investors.
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Proposed amendment to i. General requirements paragraph 7, page 120, AIF Rulebook March 2024.

7. The Qualifying Investor AIF may not change its investment objectives or effect a material change
toits investment policies, as disclosed in the prospectus without the prior written approval of all
unitholders or without approval on the basis of a simple majority of votes cast atgeneralmeeting.

"Material" shall be taken to mean, although not exclusively

“changes which significantly alter the asset type, credit quality, borrowing or leverage limits

or risk profile of the Qualifying Investor AIF”.

In the event of a change of investment objectives and/or investment policy, on the basis of a
simple majority of votes cast ata-generalmeeting, the Qualifying Investor AIF shall provide a
reasonable notification period to enable unitholders redeem their units prior to implementation

of these changes.

New Footnote: Only applicable to open-ended funds and open-ended funds with limited liquidity
which provide the opportunity for investors to redeem prior to the implementation of the
change. The AIF Rulebook provides for different procedures where there is no opportunity for

investors to redeem.

53. Prospectus disclosures for Qualifying Investor AlFs

The ‘Asset Valuation for Authorised AlIF’ guidance includes the provisions of paragraph 1
of section 1.iii (Valuation) of Part | of the Qualifying Investor AIF chapter (which requires
that Qualifying Investor AlFs specify, in their constitutional document, the rules for the
valuation of assets). Another provision of the guidance states that ‘Additional details
regarding the valuation of a Qualifying Investor AIF may be set out elsewhere e.g. in the
prospectus.’ To reflect this requirement, an additional point (p) stating “Information on
any additional relevant details regarding the valuation of assets” has been added to the
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“General information concerning the Qualifying Investor AIF” list set out in the

Prospectus Requirements, Section 3 (ii) of Part | of Chapter 2 for Qualifying Investor AlFs.

Proposed insertion to ii. General information concerning the Qualifying Investor AIF paragraph 1. (n),
(o) and (p), page 122, AIF Rulebook March 2024.

1. The Qualifying Investor AIF shall, at a minimum, disclose the following in its prospectus:

(n) where applicable, indication of stock exchanges or markets where the units are listed or dealt
in; and

(o) a description of the AIFM’s remuneration policies and practices pursuant to Regulation 14 of
the AIFM Regulations; and

(p) any additional information relevant to the valuation of assets.

54. Qualifying Investor AlFs investing in other investment funds

Requirements in paragraph 3 around any liquidity mismatch arising from investment in
other investment funds will be disclosed as part of the Qualifying Investor AlF’s

redemption policy.

Proposed deletion to iii. Investments in other investment funds paragraph 3, page 122, AIF Rulebook
March 2024.
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55. Inclusion of ‘subscriptions’ with respect to dealing processes

This section has been updated to include that the procedures and conditions for

‘subscriptions’ are also included in the prospectus with respect to dealing processes.

Proposed amendments to iv. Dealing paragraph 2, page 123, AIF Rulebook March 2024.
2. The Qualifying Investor AIF shall disclose, in its prospectus, the procedures and conditions for
subscription, repurchase or redemption of units, including the period within which redemption
proceeds will normally be paid or discharged to unitholders. It must also disclose the

circumstances in which subscription, repurchase or redemption may be suspended.
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56. Differentiation of ‘in specie’ and ‘exchange of assets’

Specific requirements with respect to redemption in specie as an LMT are detailed in
Directive 2024/927 and its Draft Regulatory Technical Standards and Guidelines on
LMTs. Where the Qualifying Investor AIF provides for the settlement of redemptions
through an exchange of assets as part of its redemption policy, and this is not an LMT, the
AIF Rulebook requires that the Qualifying Investor AIF disclose the terms and conditions

in its prospectus under which such an arrangement will operate.

Proposed amendments to iv. Dealing paragraph 4, page 123, AIF Rulebook March 2024.

RedemptioninSpecie-Settlement of redemptions through an exchange of assets
4. Where the Qualifying Investor AIF prespectus-provides for the settlement of redemptions
through an exchange of assets redemptioninspecie as part of its redemption policy, the

Qualifying Investor AIF shall disclose the terms and conditions applicable in its prospectus. alse
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57. Information concerning an AIFM / management company or
general partner

Amendment to include ‘AIFM’ when referencing ‘management company’. In addition, the
rule contained in paragraph 3 is deleted as under AIFMD, the AIFM is already required to
maintain the necessary level of minimum regulatory capital and such capital may change

over time.

Proposed amendment to and deletion v. Information concerning a management company or general
partner, paragraphs 1, 2 and 3, pages 123-124, AIF Rulebook March 2024.

v. Information concerning an AIFM / management company or general partner

1. The Qualifying Investor AIF shall, in its prospectus, disclose the name, form in law, registered
office and head office, if different from the registered office, of the AIFM / management company
or general partner. If the AIFM / management company or general partner is part of a group, the
name of that group must be disclosed. The date of incorporation of the company and indication
of duration, if limited, must also be included.

2. The Qualifying Investor AIF shall, in its prospectus, disclose the names and positions in the AIFM /
management company or general partner of the members of the administrative, management
and supervisory functions; their experience, both current and past, which is relevant to the
Qualifying Investor AIF; and details of their main activities outside the AIFM / management

company or general partner where those are of significance with respect to that AIFM /

management company or general partner.
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58. Clarification on the use of ‘AIFM’ and ‘management
company’

Amendment to include ‘AIFM’ when referencing ‘management company’. In paragraph 2,
for clarification purposes amendments are made to include ‘management company’ when

referencing ‘AIFM’.

Proposed amendments to vi. Information concerning investment managers and other service
providers, paragraphs 2 and 3, page 124, AIF Rulebook March 2024.

vi. Information concerning investment-managers AIFM / management company and other service
providers
2. The Qualifying Investor AIF shall, in its prospectus, disclose the material provisions of the
contracts with the AIFM / management company, general partner or investment company which
may be relevant to the unitholders, excluding those relating to remuneration.
3. The Qualifying Investor AIF shall, in its prospectus, disclose the other significant activities engaged
in by its AIFM / management company and any entity performing investment management

functions on its behalf.
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59. Disclosuresinrelation to the authorisation status of
Qualifying Investor AlF

Amendment to include a reference to both committed and subscribed amounts when

detailing prescribed subscription requirements in the prospectus.

Proposed amendment to vii. Authorisation status, paragraph 1, page 124, AIF Rulebook March 2024.

1. The Qualifying Investor AIF shall state in a prominent position in its prospectus that it has been
authorised by the Central Bank for marketing solely to qualifying investors. It must specify its
minimum capital commitment and/or minimum subscription requirements and add the following:
"While this Qualifying Investor AIF is authorised by the Central Bank, the Central Bank has not set
any limits or other restrictions on the investment objectives, the investment policies or on the

degree of leverage which may be employed by the Qualifying Investor AIF."

60. Conflicts of interest

‘Unitholders’, ‘depositary’ and ‘delegate or associated or group companies’ will be added
to the list of entities subject to the requirements under the provisions directed at

‘Conflicts of Interest’.

This addition to the list of entities subject to the requirements is necessary given
instances of investment funds entering into transactions with unitholders, delegates,

associated or group companies.
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Proposed amendments and insertions to viii. Conflicts of interest, paragraphs 1 and 2, page 125, AIF
Rulebook March 2024.

1. The Qualifying Investor AIF shall, in its prospectus, include a description of the potential conflicts
of interest which could arise between the AIFM, unitholder, depositary, management company,
general partner, and-investment manager and / or its delegate or associated or group companies,
and the Qualifying Investor AlFforexample directed brokerage servicesand/orthereceiptof

ommissions-byvirtue of aninvestmentinthe unitsof anotherinvestmentfund- with details,

where applicable, of how these are going to be resolved.
2. The Qualifying Investor AIF shall, in its prospectus, include A a description of soft commission
arrangements which may be entered into by a the Qualifying Investor AlF. must-alse-beincluded:
3. The Qualifying Investor AIF shall only enter into a transaction with, as appropriate, its general
partner, management company, depositary, AIFM, unitholder, investment manager and/or its
delegate or associated or group companies, where there has been full disclosure in the Qualifying

Investor AlF's prospectus.

New Footnote: This requirement does not apply to transactions by unitholders in relation to

their units. This includes subscriptions, redemptions, conversions or dividend payments.

61. Disclosure rules for Umbrella Qualifying Investor AlFs

A requirement is included in the AIF Rulebook whereby an umbrella Qualifying Investor
AIF, which is an investment company, shall, in its prospectus, include the words: "An

umbrella fund with segregated liability between sub-funds".

Additional references will now be made to Investment Limited Partnerships, Common
Contractual Funds, and ICAVs to also include this disclosure in their prospectus.
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In addition, text is updated to reflect reference to ‘sub-fund’ rather than ‘subfund’ for

consistency.

Proposed amendments to ix. Umbrella Qualifying Investor AlFs, paragraphs 1 and 4, pages 125-126,
AIF Rulebook March 2024.

1. Anumbrella Qualifying Investor AIF which is an Investment Company, Investment Limited
Partnership and Common Contractual Fund shall, in its prospectus, include the words: "An
umbrella fund with segregated liability between sub-funds". Investment Companies constituted
as umbrella Qualifying Investor AlFs which were authorised and commenced trading before 30
June 2005 and which do not have segregated liability between sub-funds must clearly disclose the
potential risks to unitholders arising from the absence of the segregation of liability between sub-
funds.

4. Where the Qualifying Investor AIF is an umbrella Qualifying Investor AIF it shall, in its prospectus,
clearly state the charges, if any, applicable to the exchange of units in one subfund-sub-fund for

units in another.

62. Warehousing disclosures

Requirement that disclosures in the prospectus include full details of any fees, charges or
interest payable in relation to warehousing. The requirement around the Qualifying
Investor AIF not paying more than the current market value for warehoused assets has
been removed subject to the disclosure to investors of the terms of the warehousing
arrangement. This amendment isin line with the ELTIF provisions and the obligation for

the AIFM to perform valuation impartially and with all due skill, care, and diligence. Any

80



Consultation Paper 162 | Central Bank of Ireland | Page 81

connected party transaction will be subject to the connected party transaction rules.

Additional editorial change where “fully disclosed” is replaced by “provided for”.

Proposed amendments to x. Warehousing, paragraph 1, page 126, AIF Rulebook March 2024.
1. The Qualifying Investor AIF shall only acquire assets pursuant to a warehousing arrangement

where the use of such arrangements is fully-diseclesed provided for in its prospectus, including

details of any fees, charges or interest payable in relation to such arrangements. FTheprospectus

63. Disclosure requirements around investing through
subsidiaries

Requirements around disclosure for investments in intermediary investment vehicles
have already been provided for in the AIF Rulebook and this additional provision is no

longer considered necessary.

Proposed deletion of xi. Investment through subsidiaries, paragraph 1, page 126, AIF Rulebook March
2024.
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(b) thatsl E beidiories willbe dicclosed ntl |

64. Financial resources of investment companies

The requirements for AIFMs - including registered AIFMs and for an AIFM that is an
internally managed AIF - are detailed in the AIFMD. These include requirements around
initial capital and own funds, and retaining sufficient management resources to effectively
conduct its business and otherwise comply with AIFMD. Given the requirement to

appoint an AIFM, the requirements to investment companies are redundant.

Proposed deletion to i. Financial resources of investment companies, paragraphs 1 and 2, page 127, AIF
Rulebook March 2024.
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65. Dealing provisions

Reference to the 10% threshold of redemption proceeds that may be retained is now
deleted and the relevant threshold will now be determined by the AIFM and disclosed in

the Qualifying Investor AlF’s redemption policy in the prospectus.

Proposed amendments to ii. Dealing, paragraph 3, page 127, AIF Rulebook March 2024.
3. A Qualifying Investor AIF may only retain redemption proceeds 10%orless-of redemption
proceeds-where this is provided for in the prospectus and reflects the redemption policy of the
underlying investment fund(s) and until such time as the full redemption proceeds from the

underlying investment fund(s) is received.
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66. Annual and half-yearly reporting requirements

Clarifications are provided related to annual and half-yearly reporting requirements
including specifying that reporting should refer to a reporting date within a specific period
of time. Itis also clarified that reporting to the Central Bank is required within a specific

timeline.
Reference to ‘6’ months rather than ‘six’ months has been inserted for consistency.

Investment Limited Partnerships can now produce separate period reports for individual

sub-funds.
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Proposed amendment to i. Publication of annual and half-yearly reports, paragraph 3, page 128, AIF
Rulebook March 2024.

3. A Qualifying Investor AIF established as a unit trust or common contractual fund must publish a
half-yearly report covering the first six 6 months of the financial year. The information set out in

this section must be incorporated into the half-yearly report.

Proposed amendments to i. Publication of annual and half-yearly reports, paragraphs 4 and 5, page
128, AIF Rulebook March 2024.

4. The Qualifying Investor AIF shall prepare and-submittothe Central Bank a set of accounts
(whether an interim report or an annual report) to a reporting date within 12 months of the
launchdate first issuance of units by the Qualifying Investor AIF, and publish-t and submit it to
the Central Bank within 2 months if an interim report or 6 months if an annual report. The first
annual reports must be prepared to a reporting date within 18 months of incorporation /
establishment of the Qualifying Investor AIF and published and submitted to the Central Bank
within 6 months. Fhe A Qualifying Investor AIF established as a unit trust or common
contractual fund shall publish and submit to the Central Bank its half-yearly report within 2
months of the end of the reporting period to which it relates.

5. The Qualifying Investor AIF shall publish and submit to the Central Bank its annual report within
6 months of the end of the financial year period to which it relates.

Proposed amendments to i. Publication of annual and half-yearly reports, paragraph 7, page 128, AIF
Rulebook March 2024.

7. Where the Qualifying Investor AlIF is an umbrella Qualifying Investor AlIF constituted as a unit
trust, common contractual fund, ex ICAV or investment limited partnership, it may produce
separate periodic reports for individual sub-funds. In such cases, the report of each sub-fund
must name the other sub-funds and state that the reports of such sub-fund are available free of

charge on request from the managementcompany-orthelCAV Qualifying Investor AlF.
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67. Information in the annual report

Text has been updated for consistency with changes made in earlier sections of the AlF
Rulebook.

Proposed amendment to ii. Information to be contained in the annual report, paragraphs 2(b), 2(k) and
2(l), page 129-130, AIF Rulebook March 2024.

2. The Qualifying Investor AIF shall include the following in its annual report as well as any
significant information which will enable unitholders to make an informed judgement on the

development of the Qualifying Investor AIF and its results:

(b) NAV per unit, where relevant;
(k)the annual report must state whether:

e the Qualifying Investor AlF is satisfied that there are arrangements (evidenced by
written procedures) in place, to ensure that the obligations set out in paragraph 1 of
section 1.viii Dealings by management company, general partner, depositary, AIFM,
investment manager, unitholder or by delegates or group companies of these of this Part
are applied to all transactions with connected parties; and

e the Qualifying Investor AIF is satisfied that transactions with connected parties entered
into during the period complied with the obligations set out in paragraph 1 of section
1.viiiDealings by management company, general partner, depositary, AIFM, investment

manager, unitholder or by delegates or group companies of these of this Part;

New Footnote: This requirement does not apply to transactions by unitholders in relation to

their units. This includes subscriptions, redemptions, conversions or dividend payments.

(I) a report on any commissions received by the AIFM / management company of the Qualifying
Investor AIF by virtue of an investment in the units of another investment fund where these
commissions are not paid into the property of the Qualifying Investor AIF. This report must

include an explanation regarding how the receipt of such commissions by the AIFM /

management company is consistent with its inducements and best execution obligations; and
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68. Information in the Half-yearly report

Text has been updated for consistency with changes made in earlier sections of the AIF
Rulebook.

Proposed amendment to iii. Information to be contained in the half-yearly report, paragraphs 3(c) and
3(l), pages 131-132, AIF Rulebook March 2024.

3. The Qualifying Investor AIF shall include the following in its half-yearly report
(c) NAV per unit, where relevant;
(I) the half-yearly report must state whether:

e the Qualifying Investor AlF is satisfied that there are arrangements (evidenced by written
procedures) in place, to ensure that the obligations set out in paragraph 1 of section 1.viii
Dealings by management company, general partner, depositary, AIFM, investment
manager, unitholder or by delegates or group companies of these of this Part are applied
to all transactions with connected parties; and

e the Qualifying Investor AIF is satisfied that transactions with connected parties entered
into during the period complied with the obligations set out in paragraph 1 of section 1.viii
Dealings by management company, general partner, depositary, AIFM, investment

manager, unitholder or by delegates or group companies of these of this Part; and

New Footnote: This requirement does not apply to transactions by unitholders in relation to

their units. This includes subscriptions, redemptions, conversions or dividend payments.
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69. The selection, disclosure and operation of Liquidity

Management Tools

Provisions for LMTs in other parts of the AIF Rulebook have been moved to this dedicated
LMT section. As such, specific requirements have been included whereby the Qualifying

Investor AIF shall:

(i) disclose in its prospectus the LMTs it has selected along with the terms and
conditions under which an LMT can be activated and deactivated; and

(ii) disclose where the Qualifying Investor AlF selects additional LMTs beyond
those specified in Annex V of Directive (EU) 2011/61/EU.

To align with the Financial Stability Board (FSB) revised policy recommendations to
address structural vulnerabilities from liquidity mismatch in Open Ended Funds (Revised
FSB Recommendations) and the International Organization of Securities Commissions
(I0SCO) final Guidance on Anti-Dilution LMTs (LMT Guidance) for the effective
implementation of the Recommendations for Liquidity Risk Management for Collective
Investment Schemes, it is proposed to include a recommendation that, where appropriate,
the AIFM of the Qualifying Investor AIF considers selecting at least one quantitative-
based LMT (redemption gate, extension of notice period) and at least one anti-dilution

tool (redemption fee, swing pricing, dual pricing, anti-dilution levy).

Finally, for supervisory purposes, the Qualifying Investor AIF shall notify the Central Bank

where it activates or deactivates any of the LMTs that are disclosed in its prospectus
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where such activation or deactivation occurs other than in the ordinary course of the

Qualifying Investor AlFs business.

Proposed insertion of a new section in relation to the Liquidity Management Tools as Liquidity
Management Tools
Liquidity Management Tools
General operational requirements
1. The Qualifying Investor AIF shall disclose in its governing documents the selected liquidity
management tools (LMTs) and the terms and conditions under which an LMT can be activated

and deactivated.

2. Inselecting the two minimum mandatory LMTs per the requirements of Annex V of Directive
2011/61/EU, the Qualifying Investor AIF shall ensure that the AIFM should consider, where
appropriate, selecting at least one quantitative-based LMT (redemption gate, extension of notice
period) and at least one anti-dilution tool (redemption fee, swing pricing, dual pricing, anti-

dilution levy, redemption in kind).

3. The Qualifying Investor AIF shall notify the Central Bank where any of the LMTs that are
disclosed inits prospectus are activated or deactivated other than where such activation or

deactivation occurs in the ordinary course of business.

Side pocket
1. A Qualifying Investor AIF may establish a side pocket for assets whose economic or legal
features have changed significantly or become uncertain due to exceptional circumstances
through:
a. physical segregation; or
b. accounting segregation;
where provided for in the Qualifying Investor AlIF’s governing documents and disclosed to

unitholders in advance.

Suspensions
1.  Where the Qualifying Investor AlF’s AIFM activates or deactivates the suspension of the
calculation of the NAV, or the suspension of subscription, repurchase and redemption of its units,
the Qualifying Investor AIF must inform the Central Bank immediately upon such activation or
deactivation taking effect.
2. Without prejudice to paragraph 1, and in circumstances where the suspension has not been lifted

within 21 working days of application, the Qualifying Investor AIF shall provide the Central Bank
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with an update on the suspension at the expiration of the 21 working days period and each
subsequent period of 21 working days where the suspension continues to apply.

3.  Where a competent authority of a member state under Article 46(j) of Directive 2011/61/EU
requires the AIFM of the Qualifying Investor AIF to activate or deactivate the suspension of
subscriptions, repurchases and redemptions, the Qualifying Investor AIF must immediately
inform the Central Bank when it becomes aware of this instruction.

4. The Qualifying Investor AIF shall take all necessary steps to keep the Central Bank informed of
relevant information with respect to the management of the Qualifying Investor AIF that is the

subject of the exercised powers as detailed in paragraph 3 of this section.

Redemption Gate
1. Onanydealing day that a redemption gate is activated, any request for redemption on such
dealing day shall be reduced rateably and the redemption requests shall be treated as if they
were received on each subsequent dealing day until all the units to which the original request

related have been redeemed.

70. Deletion of the Money Market Qualifying Investor AlFs

provisions

Requirements for Money Market Funds (MMFs) are now set out under Regulation (EU)
2017/1131. Therequirements detailed in the AIF Rulebook are no longer applicable and
will be deleted.
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Proposed deletions of Section 1: Money market Qualifying Investor AlFs, pages 133-138, AIF Rulebook

March 2024.
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71. Stress testing requirements for MMFs under Regulation (EU)
2017/1131

A Qualifying Investor AIF that is a short term Money Market Fund or a standard Money
Market Fund as defined in Article 2(14) and 2(15) of Regulation (EU) 2017/1131, must at
all times comply with the requirements on stress testing as detailed under Article 28 of

that Regulation.

The requirements for these stress tests are updated annually by ESMA in the form of
published guidelines. The Central Bank has historically noted compliance with updates to

the guidelines through the publication of the guidelines on the Markets Section of the
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Central Bank’s website, along with a ‘Notice of Intention to Comply’ statement. With this
update to the AIF Rulebook, the Central Bank now intends to include provisions that
require ongoing compliance by relevant Money Market Funds with the ESMA Guidelines

on stress test scenarios as they are periodically updated and published by ESMA.

Proposed insertion Section 1: Money market Qualifying Investor AlFs, AIF Rulebook March 2024.
i. Stress testing
1. A Qualifying Investor AIF authorised in accordance with Regulation (EU) 2017/1131 shall,
when conducting stress testing under Article 28 of Regulation (EU) 2017/1131, adhere to the
guidelines establishing common reference parameters of the stress test scenarios that are

issued and updated periodically by ESMA.

72. European Central Bank reporting

The Central Bank is proposing to align reporting requirements for Money Market Funds

with general reporting requirements for AlFs.

Proposed amendments to Section 1: Money market Qualifying Investor AlFs, iv. European Central

Bank reporting requirements on pages 138-139, AIF Rulebook March 2024.

ii. European Central Bank reporting requirements
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1. Each money market fund which meets the definition contained in Article 2 of Regulation (EU)
2021/379 of the European Central Bank of 22 January 2021 on the balance sheet items of credit
institutions and of the monetary financial institutions sector (recast) (ECB/2021/2) and
domiciled within a Monetary Union Member State (MUMS) shall submit such periodic returns to
the Central Bank as specified by the Central Bank from time to time. Those returns shall be in the
form, and contain the information, specified by the Central Bank and published on the Central
Bank’s website.

2. The AlFs which meet the definition contained in Article 2 of Regulation (EU) 2024/1988 of the
European Central Bank of 27 June 2024 concerning statistics on investment funds and repealing
Decision (EU) 2015/32 (ECB/2014/62) (ECB/2024/17) (recast) and domiciled within a Monetary
Union Member State (MUMS) shall submit such periodic returns to the Central Bank as specified
by the Central Bank from time to time. Those returns shall be in the form, and contain the

information, specified by the Central Bank and published on the Central Bank’s website.

73. Duration of closed-ended Qualifying Investor AlFs

Where the Qualifying Investor AIF is closed-ended it must have a finite closed-ended
period, the duration of which must be provided for in the prospectus as a part of the
investment policy. Accordingly, the constitutional document must provide that on a future

date, specified in either the constitutional document or the prospectus, the Qualifying
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Investor AIF will undertake certain actions. To provide further clarity on this
requirement, the Central Bank is providing that the Qualifying Investor AIF may convert

to being fully open-ended or with ‘limited liquidity’.

Proposed amendments to Section 3: Closed-ended Qualifying Investor AlFs and duration of closed-
ended Qualifying Investor AlFs, i. General requirement paragraph 1(c), page 143, AIF Rulebook March
2024.

1.(c) convert into an open-ended Qualifying Investor AIF (whether or not with limited liquidity), the

relevant details of which must be disclosed in the prospectus; or

74. Operation of share classes and Closed-ended Qualifying
Investor AlFs

Updated provisions around the operation of share classes as detailed in section 34 of this
Consultation Paper means that the provisions around closed ended funds issuing units

other than at NAV are no longer required.

Proposed deletion to Section 3: Closed-ended Qualifying Investor AlFs and duration of closed-ended

Qualifying Investor AlFs, i. General requirement, paragraph 2, page 143, AIF Rulebook March 2024.
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75. Simplification of governance rules for closed-ended
Qualifying Investor AIF

It is proposed to simplify requirements related to a Qualifying Investor AIF seeking to: (i)
amend the duration of the closed-ended Qualifying Investor AlF; (ii) change the
investment objective or make material changes to the investment policy of the closed-
ended Qualifying Investor AlIF; or (iii) amend the maximum charge relating to the
redemption or repurchase of units or the maximum annual fee. Requirements around
voting and notifications will reflect whether unitholders can exit the Qualifying Investor

AIF prior to implementation of any changes.

Proposed deletion and insertion to Section 3: Closed-ended Qualifying Investor AlFs and duration of

closed-ended Qualifying Investor AlFs, iii. Liquidity, on pages 144-145, AIF Rulebook March 2024.
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Changes to a closed-ended Qualifying Investor AIF

1. Where aclosed-ended Qualifying Investor AlIF proposes to:
(i) amend the duration of the closed-ended Qualifying Investor AlF;
(ii) change the investment objective or make material changes to the investment policy

of the closed-ended Qualifying Investor AlF; or

New Footnote: In accordance with paragraph 6 of section 3.i of Part |, “material” shall be taken to mean,
although not exclusively: “changes which significantly alter the asset type, credit quality, borrowing or

leverage limits or risk profile of the Qualifying Investor AlF.
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(iii) amend the maximum charge relating to the redemption or repurchase of units, or the
maximum annual fee charged by, as relevant, the AIFM, management company or

general partner of the closed-ended Qualifying Investor AlF;

the following shall apply:

New Footnote: The annual fee includes any performance related fee charged by the AIFM, the

management company, the general partner or the investment manager.

e ifthe amendment includes an opportunity for investors to redeem from the
closed-ended Qualifying Investor AlF, the proposal shall be approved by a

simple majority of the votes cast.

e if noopportunity is provided for investors to redeem from the closed-ended
Qualifying Investor AIF as part of the amendment, the proposal shall require

approval by a qualified majority of 75% of the votes cast.

2. The provisions of paragraph 1(iii) are also applicable to the annual fee charged by an investment
manager where this fee is paid directly out of the assets of the Qualifying Investor AlF.
3. Where the closed ended Qualifying Investor AIF makes non-material changes to investment

policies, it shall notify unitholders of these changes. Notification can be provided by means of

appropriate disclosure in the next annual report.

76. Amendment to loan originating requirements

The Loan Origination Chapter will be deleted in order to align fully with in the new

European framework contained in Directive (EU) 2024/927.
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Proposed deletion of Section 4: Loan originating Qualifying Investor AlFs on pages 146-152, AIF

Rulebook March 2024.

102



Consultation Paper 162 \ Central Bank of Ireland \ Page 103




Consultation Paper 162 \ Central Bank of Ireland \ Page 104

104



Consultation Paper 162 \ Central Bank of Ireland \ Page 105

105



Consultation Paper 162 \ Central Bank of Ireland \ Page 106

106



Consultation Paper 162 \ Central Bank of Ireland \ Page 107

107



Consultation Paper 162 | Central Bank of Ireland | Page 108

77. Proposed amendments to Part 1l in relation to non-EU
AlFMs

Under the AIFMD, Member States are not required to authorise AIFMs under a certain
size. Such AIFMs are only required to register with and report annually to national

competent authorities. These entities are not subject to broader regulatory requirements
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including organisation, capital, risk management, liquidity management and cannot avail

of the AIFMD passport to manage and / or market AlFs in the EU.

It should be noted that Qualifying Investor AlFs are permitted to appoint a registered
AIFM for aninitial start-up period of two years. It is now proposed to extend the list of

requirements to include the following:

(i) Regulation 13(1)(f) which requires authorised AIFM to treat all investors fairly;
and

(ii) Regulation 24(2) which requires authorised AIFM to inform investors of any
arrangement made by the depositary to contractually discharge itself of liability

and of any changes with respect to depositary liability without delay.

It is also proposed to apply Part Il of the Qualifying Investor AIF chapter of the AIF
Rulebook to Qualifying Investor AlFs with non-EU AIFMs. A requirement in respect of
loan originating Qualifying Investor AlFs which have a Registered AIFM or a non-EU

AIFM has been included.

Proposed amendment to the title, Part lll: Additional Provisions Applicable to Qualifying Investor AlFs
which have a Registered AIFM, page 153, AIF Rulebook March 2024.

Part lll: Additional provisions applicable to Qualifying Investor AlFs which have a registered AIFM or a
non-EU AIFM

Proposed amendments to Part Ill: Additional Provisions Applicable to Qualifying Investor AlFs which

have a Registered AIFM, paragraphs 1, 2 and 3, page 153, AIF Rulebook March 2024.

1. Where a Qualifying Investor AIF has:

(a) aregistered AIFM; or, theregistered AFEM-must
(b) anon-EU AIFM,

it shall comply with the following provisions of the AIFM Regulations:

a. General principles - Regulation 13(1)(f)

b. Delegation - Regulation 21(1)(f)
Liquidity management - Regulation 18(3)

d. Valuation - Regulation 20(1) to (7) and 1st sentence of Regulation 20(15)

e. Transparency obligations - Regulation 23 excluding Regulation 23(2)(e) and Regulation
23(2)(f) and Regulation 24 excluding Regulations 24(1)(e), 24(1)(p), 24{2)}, 24(4) and 24(5).
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2. Where a Qualifying Investor AlIF, is a loan originating AlF as defined in [AIFM Regulations]*, has

a) aregistered AIFM; or
b) anon-EU AIFM,

The loan originating Qualifying Investor AIF must be closed-ended and it shall comply with the

provisions of [insert reference].
* Reference to transposing regulations to be inserted when available

3. Where a Qualifying Investor AIF has

a) aregistered AIFM;; theregistered- AlEM-must; or
b) anon-EU AIFM,

it shall ensure that a single depositary is appointed in accordance with Regulation 22(1).

4. Where a Qualifying Investor AIF has

a) aregistered AIFM;theregistered AlEM-must; or
b) anon-EU AIFM,

it shall comply with the following provisions of AIFMD Level 2

e Article 20 Due diligence in the selection and appointment of counterparties and prime
brokers

e Article 24 Inducements

e Article 27 Execution of decisions to deal on behalf of the managed AlF

e Article 28 Placing orders to deal on behalf of AlFs with other entities for execution

e Article 49 Alignment of investment strategy, liquidity profile and redemption policy

e Article 67 Policies and procedures for the valuation of the assets of the AlF

e Article 68 Use of models to value assets

e Article 69 Consistent application of valuation policies and procedures

e Article 71(1) Review of individual values of assets

e Article 72(1) Calculation of NAV per unit or share

e Article 74 Frequency of valuation of assets held by open-ended AlFs

e Article 103 General principles for the annual report

e Article 104 Content and format of the balance sheet or statement of assets and
liabilities and of the income and expenditure account

e Article 105 Report on the activities of the financial year

e Article 106 Material changes
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Chapter 3 - Alternative Investment Fund
Manager Requirements

78. Update to Introduction

The AIFM chapter is divided between Part A and Part B. Part A is no longer applicable as
the transition timeframe has now passed and it will be deleted. All requirements for
AlFMs will be consolidated under a single Chapter 4.

Proposed amendments to Chapter 3 - Alternative Investment Fund Manager Requirements,
Introduction, page 155, AIF Rulebook March 2024.

Chapter 4 of Fthe AIF Rulebook sets out the rules which apply to AIFMs which are authorised by the
Central Bank.

Definitive rules for each AIFM will be set out in its letter of authorisation or in other correspondence that
may be sent to each AIFM by the Central Bank from time to time.
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79. Deletion of Part A - Chapter 3

Part A of Chapter 3 applies to AIFMs which are authorised before or on 27 November
2023 and applies to those AIFMs until 27 May 2024. From 27 May 2024 on, Part B will
apply to all AIFMs. As such, Part A of Chapter 3 of the AIF Rulebook no longer applies to
any AIFM (or other entity) and all AIFMs have been subject to Part B since 27 May 2024.
The Central Bank is proposing to delete Part A of Chapter 3 accordingly.

The Central Bank further notes the AIF Rulebook states that:

“Where a condition set out in the AIF Rulebook is amended or deleted, any legal proceedings, or
any investigation, disciplinary or enforcement action in respect of any requirement may be
continued, and any breach of the requirement so amended or deleted may subsequently be the
subject of a legal proceeding, investigation, disciplinary or enforcement action by the Central
Bank or other person, as if the requirement had not been amended or deleted”.

Proposed deletion of Chapter 3 - Alternative Investment Fund Manager Requirements, Part A, pages

156-162, AIF Rulebook March 2024.
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80. Deletion of Introduction - Part B - Chapter 3

The Chapter is divided between Part A and Part B. Part A is no longer applicable and,
therefore, the Central Bank proposes to delete it. Consequently, all requirements for
AIFMs will be recorded under a single AIFM chapter, Chapter 4. As such, the header of
Part B is no longer required and will be deleted.
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Proposed deletion to Chapter 3 - Alternative Investment Fund Manager Requirements, Part B, page

163, AIF Rulebook March 2024.

81. Update to operating conditions of AIFMs

The Central Bank UCITS Regulations introduced a requirement that UCITS management
companies must produce an additional set of half-yearly reports covering the second half
of the financial year. This is to provide the Central Bank with more complete and timely
information and will allow the Central Bank to compare and analyse reports from the first
6 months of the year with the second 6 months. Itis proposed to align the AlF Rulebook
with the Central Bank UCITS Regulations so that AIFMs will be required to produce half-
yearly reports covering the second half of the financial year.

Proposed amendments to i. Operating conditions, page 163, AIF Rulebook March 2024.
(i) Operating conditions

The AIFM shall prepare and submit (i) two sets of half-yearly financial accounts covering both, the first six
months and the second six months of the financial year; and (ii) annual audited accounts of the AIFM to
the Central Bank at the end of the AIFM’s financial year.

The half-yearly accounts shall be submitted within two months of the each half year end and the annual
audited accounts within four months of the year end. Where the AIFM is an internally managed
authorised AlF;: (i) it is not required to produce half-yearly accounts covering the second six months of

118




Consultation Paper 162 | Central Bank of Ireland | Page 119

the financial year; and (ii) the half-yearly financial accounts shall be submitted within two months of the
half year end and the annual audited accounts within six months of the year end.

yearlyfinancialaceounts: Both half-yearly {if-any} and annual audited accounts of an AIFM must be
accompanied by the Minimum Capital Requirement Report as set out on the Central Bank’s website and
as may be amended from time to time. The Minimum Capital Requirement Report must be signed by a
director or a senior manager of the AIFM. Annual audited accounts of the direct parents of the AIFM
must also be submitted to the Central Bank.

The AIFM shall submit such other returns to the Central Bank as specified by the Central Bank from time
to time. Those returns shall be in the form, and contain the information, specified by the Central Bank
and published on the Central Bank’s website.

82. Organisational requirements of AIFMs

The Central Bank proposes to amend Part B (iii) on organisational requirements to include
three additional requirements 8 to 11:

e Point 8: The requirements for a depositary are being updated to make it clear that
the depositary is responsible for the verification of the calculation of performance
fees and that to allow this, the AIFM to the AIF from which a performance fee will
be paid must ensure that the depositary receives all necessary information
regarding the calculation of performance fees in advance of any such fees being
paid.

e Point 9: There are rules in the AIF Rulebook around investment in intermediary
investment vehicles. To safeguard the assets of the AlF, the Central Bank requires
the AIFM to have in place and implement policies and procedures to effectively
monitor the activities of subsidiaries and co-investment vehicles to protect the
assets of the Qualifying Investor AlF.
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e Point 10: The AIFM of a Qualifying Investor AlIF should consider selecting at least
one quantitative-based LMT (redemption gate, extension of notice period) and at
least one anti-dilution tool (redemption fee, swing pricing, dual pricing, anti-
dilution levy, redemption in kind) when selecting the two minimum mandatory
LMTs required by the requirements of Annex V of Directive 2011/61/EU.

e Point 11: Provisions will now be included providing for the return to investors of
subscription proceeds in the event that the AIF does not issue units in respect of
such proceeds following the closure of the initial offer period. This will enhance the
protection of investor interests by ensuring they have the ability to request the
return of their investment in such circumstances.

Proposed insertion to iii. Organisational requirements, page 165, AIF Rulebook March 2024.
iii. Organisational requirements

8. Thedepositary shall not permit performance fees to be paid by or on behalf of the authorised AIF
unless the calculation of the fee has been verified by the depositary or by a competent person
appointed by the AIFM and approved for the purpose by the depositary. The AIFM of the
authorised AIF is responsible for ensuring that the depositary or competent person receive all
necessary information regarding the calculation of performance fees in advance of any such fees
being paid.

9. The AIFM must have in place and implement policies and procedures to effectively monitor the
activities of intermediary investment vehicles to protect the assets of the Qualifying Investor
AlF.

10. The AIFM of an AIF should consider selecting at least one quantitative-based LMT (redemption
gate, extension of notice period) and at least one anti-dilution tool (redemption fee, swing pricing,
dual pricing, anti-dilution levy, redemption in kind) when selecting the two minimum mandatory
LMTs required by the requirements of Annex V of Directive 2011/61/EU.

11. Where during the initial offer period subscription proceeds are received by the AIF but the AIF
does not issue units in respect of such proceeds upon the expiry of the initial offer period or
where the initial offer period is extended, the investor may request the return of the subscription
proceeds and the AIFM shall arrange for such return to the investor without undue delay and no
later than 3 months of the date of the request.
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83. Departure of directors of an AIFM

The Central Bank proposes to amend Part B(iv)(1) to clarify the requirements in relation
to the impact of a resignation on the AIFM.

The Central Bank proposes to delete Chapter 4 of the AIF Rulebook on AIF Management
Company Requirements. In light of this, footnote 26 in Chapter 3 will be deleted.

Proposed amendments to iv. Directors, paragraph 1, pages 165-166, AlIF Rulebook March 2024.
iv.  Directors?®

1. Departures from the office of director and the reason for the departure must be notified to the
Central Bank immediately by-fiting in accordance with therelevant Central Bank ferm processes
and procedures. Such processes and procedures may be amended from time to time. In all cases
where a director wishes to resign and prior to eempleting providing the relevant Central Bank
form-notification, the board or its Chair must form a view as to the impact of the resignation on
the AIFM having regard to the current and prospective financial state of the AIFM and the AlFs
under management. In the event that the board or, in the absence of a board meeting, the Chair
forms the view that the situation is one which could create such concern on the part of the
Central Bank, it shall state this on the relevant Central Bank ferm-notification. The board or its
Chair may consult the Central Bank in order to help it form a view on that matter.

Proposed deletion to iv. Directors, Footnote 26, pages 165-166, AIF Rulebook March 2024.
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84. Permitted activities of AIFMs

The rules issued under MiFID are now revoked and the Central Bank’s Investor Money
Regulations issued under the Central Bank (Supervision and Enforcement) Act 2013 are
applicable. It is not necessary for the AIF Rulebook to include these requirements as
AlFMs are included in the scope of the Investor Money Regulations.

Proposed deletion of vi. Permitted activities, paragraph 1, page 166, AIF Rulebook March 2024.
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85. Relationship with the Central Bank

The proposed amendments to Part B(vii) of Chapter 3 seek to provide greater clarity in
relation to the timing of notifications to the Central Bank of breaches, legal proceedings,
situations, events, fines, and visits referred to from points 1(a) to (f) of this section.

Proposed amendments to vii Relationship with the Central Bank, paragraph 1, pages 166-167, AIF
Rulebook March 2024.

vVii. Relationship with the Central Bank
1. The AIFM shall notify the Central Bank immediately asit-becomesawareof: -

(a) any breaches of the AIFM Regulations, AIFMD Level 2 or any of the Central Bank's
requirements (including the AIF Rulebook) which are applicable to the AIFM;

(b) breaches of other Irish legislation which may be of prudential concern to the Central Bank or
which may impact on the reputation or good standing of the AIFM;

(c) the commencement of any significant legal proceedings by or against the AIFM,;

(d) any situations or events which impact, or potentially impact, on the AIFM to a significant
extent;

(e) theimposition on the AIFM of fines by another supervisory authority; or

(f) avisit to the AIFM by another supervisory authority.

86. Financial control and management information

The Central Bank is proposing to update Part B(viii) to include the correct citation of the
relevant Act, namely the Companies Act 2014.
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Proposed amendment to viii. Financial control and management information, paragraph 2(j), page 168,
AIF Rulebook March 2024.

viii. Financial control and management information
2. AnAlIFM shall ensure that its records contain as a minimum the following:
Company Secretarial

(j) other statutory documents required under the Companies Act 2014CompaniesActs 1963+t
2012
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Chapter 4 - Alternative Investment Fund
Management Company Requirements

87. Deletion of Chapter 4, AIF Management Company
requirements

The AIF management company chapter will be deleted. Since all AlFs must appoint an
AIFM — and the AIFM is the legally responsible entity under AIFMD — there is no
regulatory requirement to also require an AIF management company to seek its own
authorisation from the Central Bank. Requirements relating to governance and director
fitness for an AIF management company are still applicable (e.g. the Central Bank’s
Fitness and Probity regime, and through rules and guidance). The Central Bank has
already removed this requirement for ILPs and it is now proposed to align the treatment
of other legal vehicles accordingly.

Proposed deletion of Chapter 4 to pages 178-191, AIF Rulebook March 2024.
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Note- Screenshots of Minimum Capital Requirement Report for AIF Management Company deleted
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Chapter 5 - AIF Depositary Requirements

88. Update to Introduction

The Central Bank is proposing an amendment to the ‘Introduction’ of Chapter 5 to clarify
that reference is to AlFs (plural) rather than AIF (singular).

Proposed amendment to Introduction of Chapter 5, page 193, AIF Rulebook March 2024.

The AIF Rulebook sets out the rules which apply to depositaries of:

° AlFs that have an authorised AIFM;

89. Reporting requirements for depositaries

In addition to the depositary preparing and submitting half-yearly financial and annual
audited accounts, the proposed amendments will require the submission of annual
accounts within one month of the calendar year-end. The Central Bank does not require
any Minimum Capital Requirement Report with this submission.

Reporting requirements for depositaries have been updated and can now be found on the
Central Bank’s website, along with instructions for their completion. The amendments to
the AIF Rulebook also include provisions to ensure depositaries are aware that these
requirements may change from time to time.
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Proposed insertion to ii. Conditions applicable to depositaries which fall within Regulation 22(3)(a)(iii)
of the AIFM Regulations, paragraph 1(f), page 195, AIF Rulebook March 2024.

(ii) Conditions applicable to depositaries which fall within Regulation 22(3)(a)(iii) of the AIFM
Regulations

1. Adepositary which falls within Regulation 22(3)(a)(iii) of the AIFM Regulations shall comply with
the following:

(f)The depositary shall prepare and submit to the Central Bank the following reports:

e Management/interim accounts which shall be delivered 2 months after the depositary’s
reporting half-year end;

e Management/annual accounts which shall be delivered 1 month after the depositary’s reporting
year end; and

e Annual audited accounts which shall be delivered 4 months after the depositary’s reporting year
end;

Both management/interim accounts and the annual audited accounts shall be accompanied by the
Minimum Capital Requirement Report (MCR), which (together with the Notes on Compilation
thereto) forms part of this chapter.

The MCR must be signed by a director or a senior manager of the depositary. In relation to the above
referred management/annual accounts no MCR report is required. Annual audited accounts of the
corporate shareholder(s) of the company must also be submitted.

The depositary shall submit such other returns to the Central Bank as specified by the Central Bank from
time to time. Those returns shall be in the form, and contain the information, specified by the Central
Bank and published on the Central Bank’s website.

137



Consultation Paper 162 | Central Bank of Ireland | Page 138

90. Depositary tasks with respect to Qualifying Investor AlFs

Deletion of the requirements for the tasks that a depositary has to undertake in respect of
a Qualifying Investor AIF which proposes to invest more than 50% of net assets in another
investment fund. These obligations are retained in the case of a Retail Investor AlIF where
the Retail Investor AIF proposes to invest more than 30% of net asset value into another

investment fund.

Proposed deletion to iii. Depositary tasks, paragraph 3, page 196, AIF Rulebook March 2024.

iii. Depositary tasks

3. Where a Retail Investor AlF erQualifyring lavestor-AlE proposes to invest more than 30% er50%
of net assets respectively in another investment fund, the depositary shall, prior to the
investment being made, (i) confirm in writing to the Central Bank that the authorised AIF has
procedures in place to ensure that the underlying investment fund meets the requirements
imposed by the Central Bank; and (ii) confirm that the depositary will regularly review the
operation of these procedures to ensure that the underlying investment fund continues to meet

the requirements imposed by the Central Bank.
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91. Depositary obligations with respect to performance fees

The AIF Rulebook is being updated to make it clear that an AIFM must provide
depositaries with access to all necessary information to allow them to verify the
calculation of performance fees.

Proposed amendments to iv. Operating conditions, paragraph 5, page 197, AIF Rulebook March 2024.
iv. Operating conditions

5. Thedepositary shall not permit performance fees to be paid by or on behalf of the authorised AlF
unless the calculation of the fee has been verified by the depositary or by a competent person
appointed by the AIFM and approved for the purpose by the depositary.

The AIFM of the authorised AIF is responsible for ensuring that the depositary receives all
necessary information regarding the calculation of performance fees in advance of any such fees
being paid.

92. Reporting exclusions for depositaries

In order to ensure the collection of comprehensive sectoral data, the Central Bank is
proposing to delete references to the current reporting exclusions in the current AIF
Rulebook.

Proposed amendment to vii. Relationship with the Central Bank, paragraph 1 page 199, AIF Rulebook
March 2024.
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Vii. Relationship with the Central Bank

1. Where a depositary provides services to an AlF not authorised by the Central Bank, it must be
satisfied that the prospectus issued by the AIF does not imply, in any way, that the AlF is
regulated by the Central Bank.

Where the depositary provides depositary services to AlFs not authorised by the Central Bank, it
shall submit a quarterly return containing the following aggregate information, for all investment
funds not authorised by the Central Bank to which services are provided, within each base
currency category:

- domicile of the investment funds;
- number of investment funds;

- number of unitholders; and

- total net-asset-value NAV.

93. Depositaries for AlFs under Regulation 22(3)(b) of the AIFM
Regulations

Following the Notice of Intention issued by the Central Bank on 19 November 2018
(Notice) and responses received in relation to the Notice, the Central Bank is proposing to
make provision within the AIF Rulebook for entities to act as a depositary as set out under
Regulation 22(3) (b) of the AIFM Regulations. The AIF Rulebook will be updated to set out
the Central Bank’s requirements for firms seeking authorisation as a DAoFI in accordance
with the previously published guidance.
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Proposed insertion of Chapter 5, page 199, AIF Rulebook March 2024.
viii. Depositaries of Assets other than Financial Instruments (DAoFI)

Depositaries for AlFs under Regulation 22(3)(b) of the AIFM Regulations - (“Depositaries of Assets other
than Financial Instruments” or “DAoFI”)

1. Applications
An applicant to become an DAoF| must:

a. beacompanyincorporated in Ireland which is authorised as an investment business firm
under the Investment Intermediaries Act 1995; and

b. inaddition to satisfying the Central Bank in relation to its suitability (including the fitness
and probity and expertise of its staff), must demonstrate to the Central Bank: (i) its
capacity and ability to meet safekeeping and oversight obligations as provided for under
the AIFM Regulations; (ii) it has effective policies and procedures to ensure the
depositary oversight role is carried out; and (iii) how it has the necessary systems access
to effectively oversee the AIFM and any of its delegates, particularly those which are
appointed to carry out fund administration or portfolio management.

2. Applicable AIF Rulebook requirements

A DAoFI must comply with the following requirements of chapter 5 of the AIF Rulebook: a.
section (i); b. section (ii), paragraph 1(b) - (g); c. section (iii), paragraphs 1 and 2; d. section (iv),
paragraphs 1, 4 and 5; e. section (v); and f. section (vii).

3. Capital

a. A DAoFI must meet the capital requirements set out in chapter 5, section (ii), paragraph
(1)(a) of the AIF Rulebook; and

b. Wherethe AIF in respect of which a DAoFl is appointed invests in financial instruments
the Central Bank expects the DAoFI will seek to delegate custody of those instruments.
Where it does not, the DAoFI may elect either to: (i) put in place a guarantee similar to
that required by Regulation 22(3)(a)(iii) of the AIFM Regulations 2013 (i.e. a guarantee of
liabilities of the DAoFI by an institution with paid up share capital not less than the limits
specified in Section 9E of the Central Bank Act 1971); or (ii) hold sufficient financial
resources (as calculated in accordance with Section 2.3 of Annex | of chapter 5 of the AIF
Rulebook) to cover the value of financial instruments in custody.

4. Professional indemnity cover

A DAoFI may elect to cover potential risks of professional liability by either: (a) additional own
funds (calculated in the same manner as provided for AIFMs in Article 14 of Commission
Delegated Regulation 231/2013); or (b) appropriate professional indemnity insurance
(calculated in the same manner as provided for AIFMs in Article 15 of Commission Delegated
Regulation 231/2013). The adequacy of coverage through additional own funds or professional
indemnity insurance should be reviewed at least once a year by the DAoFI.
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5. Financial instruments

Where an AlF in respect of which a DAoFI is appointed invests in financial instruments which are
the subject of custody obligations the DAoFI may either: (a) appoint a sub-custodian to custody
these assets and concurrently discharge its liability to the AlF in respect of these assets; or (b)
hold additional capital (as set out at paragraph 3(b)).

6. Assets other than financial instruments

A DAoFI must demonstrate to the Central Bank its capacity to safe-keep and provide ongoing
monitoring of assets for which it will provide services, including that: (i) the AIF has a clear title of
ownership to the assets that is properly registered and documented; (ii) the AIF’s ownership of
the assets can be verified and confirmed on an ongoing basis; (iii) the assets are safeguarded in
order to preserve them; and (iv) risks to safeguarding of assets are identified, managed,
monitored and mitigated.

7. Disclosure

A DAoFI must ensure the AIF in respect of which it is appointed clearly discloses to investors the
regulatory status of the DAoFI, the more limited nature of the DAoFI’s activities (when compared
to the requirements of a depositary which provides so-called “full scope” activities) and the
standard of liability which applies to the DAoFI.
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Chapter 6 - European Long-Term
Investment Fund Requirements

94. Introduction

Updated to reflect definition of ELTIFs in the definitions section.

Proposed amendment to Chapter 6, Introduction, page 207, AIF Rulebook March 2024.

The AIF Rulebook sets out the rules which apply to-Eurepeanlong-TermlnvestmentFunds ELTIFs.
However, the definitive rules for each Eurepeanlong-TermlnvestmentFund ELTIF will be set out inits

letter of authorisation.

95. Replacement of the term ‘notes’ with ‘debt securities’

The AIF Rulebook allows an ELTIF to issue notes on a private basis to a lending institution
to facilitate financing arrangements. However, there is a lack of clarity in the subsequent
derogation that refers to ‘notes’ instead of ‘debt securities’. The text will be amended to

confirm the consistent application of the exemption.

Proposed amendments to i. General restrictions, paragraph 1, page 208, AIF Rulebook March 2024.

1. The ELTIF shall not raise capital from the public through the issue of debt securities. This
restriction does not operate to prevent the issue of aotes debt securities by ELTIFs, on a private
basis, to a lending institution to facilitate financing arrangements: and where Bdetails of the rete

issued-must-beclearly debt securities are provided in the prospectus.
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96. ELTIF obligations with respect to performance fees

The AIF Rulebook is being updated to make it clear that an ELTIF must ensure that its
AIFM provides depositaries access to all necessary information to allow them to verify the

calculation of the performance fee.

Proposed amendments to i. General restrictions, paragraph 2, page 208, AIF Rulebook March 2024.

2. The ELTIF shall ensure that the calculation of performance fees must be verified by the
depositary or a competent person appointed by the AIFM and approved for the purpose by the
depositary. The ELTIF shall ensure that its manager provides the depositary with all necessary
information regarding the calculation of the performance fee in advance of any such fees being
paid.

97. Changing the maximum annual fee

The AIF Rulebook is amended to clarify the reference to ‘limited partnership agreement’

as distinct from the current wording.
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The AIF Rulebook will provide for the ELTIF, when changing the maximum annual fee
charged, to do so either by: (i) approval on the basis of a simple majority of votes cast or (ii)
in accordance with the voting procedures / requirements of the ELTIF’s governing
documents. (This can allow for a written resolution of the relevant unitholders where
provided for in relevant regulation of that fund’s legal structure). Per obligations under
the AIFMD, proposed changes to matters related to the management of the ELTIF should

at all times be undertaken in the full interest of investors.

Proposed amendments to i. General restrictions, paragraph 3, page 208, AIF Rulebook March 2024.

3. The ELTIF shall specify, in its trust-deed, deed-of constitution-constitutional document,
management agreement, AIFM agreement or limited partnership agreement, the maximum
annual fee charged by, as relevant, an AIFM, a management company and/or a general partner of
the ELTIF. The maximum annual fee shall not be increased without approval on the basis of the
following:

(i) if the amendment includes an opportunity for investors to redeem from the ELTIF, the
proposal shall be approved by a simple majority of the votes cast.

(ii) if no opportunity is provided for investors to redeem from the ELTIF, the proposal shall
require approval by a qualified majority of 75% of the votes cast.

atleast /5% of votescast at generalmeeting.

In the event of anincrease in the annual fee charged to an ELTIF, and unitholders are provided
with the opportunity to redeem, a reasonable notification period must be provided by the ELTIF
to enable unitholders redeem their units prior to the implementation of the increase. The

provisions of this paragraph are also applicable to the annual fee charged by an investment
manager where this fee is paid directly out of the assets of the ELTIF.
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98. Remuneration of related parties

Clarificationis being provided to the process in relation to providing for remuneration and
the parties that are empowered to charge fees. The AIF Rulebook is further amended to
remove reference to ‘the articles of association’ in favour of a singular reference to

constitutional document.

Proposed amendments to ii. Constitutional documents, paragraph 3, page 209, AIF Rulebook March
2024.

3. The ELTIF shall, in its constitutional document preseribe provide for the remuneration and the
expenditure which the manager of the ELTIF and depositary are empowered to charge to aunit

trust, common-contractualfund orinvestmentlimited partnership the ELTIF and the method of
calculation of such remuneration; and; the costs to be borne by the unittrust, commeon

contractualfundorinvestmentlimited partnership-ELTIF.

99. Changing the maximum redemption charge

Clarifications have been made to the processes for voting on amendments to maximum
redemption or repurchase charges. Certain amendments to this section are being made to
clarify requirements around the operation of redemption / repurchase mechanisms. In
paragraph 5, ‘withdrawal’ is changed to ‘withdrawals’. The term ‘partners’ is replaced by

the term ‘unitholders’ as defined in the Definitions section of the AIF Rulebook.
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Proposed amendments to ii. Constitutional documents, paragraphs 4 and 5, page 209, AIF Rulebook
March 2024.

4. TheELTIF shall specify, in its constitutional document, the maximum charge relating to the
redemption or repurchase of units. The maximum charge relating to the redemption or
repurchase of units shall not be increased without approval on the basis of the following:

(i) if the amendment includes an opportunity for investors to redeem from the ELTIF, the
proposal shall be approved by a simple majority of the votes cast.

(ii) if no opportunity is provided for investors to redeem from the ELTIF, the proposal shall
require approval by a qualified majority of 75% of the votes cast.

atleast 75% of votescast at generalmeeting.
In the event of; an increase in the redemptionorrepurchase charge, and unitholders are

provided with the opportunity to redeem, a reasonable notification period must be provided by
the ELTIF to enable unitholders redeem their units prior to the implementation of the increase.

5. The ELTIF shall establish in its constitutional document conditions for the creation and
cancellation of units or for contributions and withdrawals of contributions of partrers'
unitholders’ capital, as appropriate.

100. Replacement of the manager and depositary

The AIFMD sets out requirements of the AIFM to act in the best interests of the AIF and
its investors at all times. The current requirement to specify the procedure to be followed
with respect to the replacement of the manager and the depositary in the constitutional
documents is not appropriate within the constitutional document given these broader

obligations to investors. The Central Bank is therefore proposing to remove this specific

147



Consultation Paper 162 | Central Bank of Ireland | Page 148

element of the requirement. Clarification is also included that the approval of the Central

Bank must be given prior to any appointment of a depositary.

Proposed amendments to ii. Constitutional documents, paragraphs 7 and 8, page 209, AIF Rulebook
March 2024.

7. The ELTIF shall, where relevant, specify; in its eenstitutional-governing documents the
circumstances under which there may be effected,and-the procedure to-befollowed with respect
to-the replacement of the manager of the ELTIF with another manager (including such a
replacement by the Central Bank) and shall contain provisions to ensure the protection of
unitholders in the event of any such replacement. The manager of an ELTIF may not be replaced
without the prior approval of the Central Bank.

8. Thedepositary of an ELTIF may not be replaced without the prior approval of the Central Bank.
The ELTIF shall specify, in its eenstitutional-governing documents, the conditions under which
there may be effected,and-theprocedure to-befollowed withrespectto; the replacement of the
depositary of the ELTIF with another depositary (including such a replacement by the Central
Bank) and shall contain provisions to ensure the protection of unitholders in the event of any
such replacement.

101. Investors’ voting rights

Clarity has been brought to requirements around investors’ rights to include voting rights.
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Proposed amendments to ii. Constitutional documents, paragraph 9, page 210 of AIF Rulebook March
2024.
9. The ELTIF may only issue registered certificates where such activity is permitted by its

constitutional document.

The ELTIF shall attach rights in proportion to the fraction of the a-units held except for voting
rights which can only be exercised by whole units. The ELTIF shall ensure that the certificates

are signed by the depositary. This signature may be reproduced mechanically-

102. Rules governing share classes

Provisions with regards to share classes are amended to align with requirements in other
parts of the AIF Rulebook. Provisions in relation to side pockets are updated to reflect

requirements as per Directive (EU) 2024/927.

Proposed amendments to v. Share Classes, paragraphs 1, 2, 3,4, 5, 6, 7 and 8, pages 210-213, AIF
Rulebook March 2024.

1. Subject to paragraph 2 below, Aan ELTIF shall only create one or more share classes within the ELTIF,
or within a sub-fund of an umbrella ELTIF, where the following requirements are satisfied:

(a) the constitutional document of the ELTIF must provide for the creation of share classes. In the case of
anumbrella ELTIF the provision in the constitutional document to establish the way in which sub-funds,
and share classes within sub-funds, are created must be clear and unambiguous;

(b) each ELTIF or sub-fund thereof must consist of a single pool of assets;

(e} unitheldersinashareclassmustbetreated-equally;and

(dc) where more than one share class exists, all the unitholders in the different share classes must be

treated fairly; and
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(d) no unitholder in an ELTIF or sub-fund thereof, whether in the same or different share classes, shall
obtain preferential treatment, unless the granting of such preferential treatment is disclosed in the
prospectus, including a description of how the ELTIF ensures the fair treatment of investors. Where a
unitholder in an ELTIF or sub-fund thereof, whether in the same or different share classes, obtains such
preferential treatment, it shall not result in a material disadvantage to other unitholders in the ELTIF or
relevant sub-fund.

Share classes may be established which may be differentiated on the basis of subscription/redemption
procedures, distribution policies or charging structure, asset exposure or other criteria clearly disclosed
in the prospectus and permitted by the constitutional document.

2.Subject to paragraphs 3 to 8, the ELTIF may allocate assets to individual share classes where the
arrangement:

¢ is not made for the purpose of pursuing a separate investment objective by the share class;

e does not result in a share class operating de facto as a separate sub-fund; or

e is not created in order to circumvent the requirements set out in paragraph 1 of this section.

The ELTIF shall distribute and/or accrue capital gains/losses and income from the above to each
unitholder relative to their participation in the relevant share class provided that:

(a) there is prominent disclosure in the prospectus of the ability to establish such share classes and the
attendant risks;

(b) there is clear authority in the constitutional document to create such share classes;

(c) the constitutional document contains unambiguous valuation and allocation provisions; and

(d) to the extent possible under the investment fund legislation and applicable law, the constitutional
document contains provisions aimed at achieving segregation of liability between such share classes and
the share classes participating in the single pool of assets of the ELTIF or sub-fund thereof. Where it is not
possible to ensure such segregation of liability, this shall be prominently disclosed in bold text in the
prospectus.

3. Without prejudice to the generality of paragraphs 1 and 2, Sshare classes may be used to
operationalise the capital commitment made by an invester unitholder or the participation of the
investment management function in the ELTIF. These share classes may, subject to the requirements set
out in paragraph 4 to paragraph 8, provide for: (i) allocation of the returns of specific assets to the share
class; and/or (ii) participation by a share class in the ELTIF other than on a pro rata basis. Establishment of
share classes which provide for such differentiated participation will be permissible to reflect:

(a) issue the issuance of shares units at a price other than netassetvalue NAV without prior approval of
the Central Bank;

(b) excuse and exclude provisions;

(c) stage investing; and

(d) management participation.

4. In order for an ELTIF to provide for a share class with one or more of the features noted in paragraph

3(a) - (d) and to allocate the returns of a specific asset to that share class the following general conditions

apply:
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(a) the ability to establish share classes providing for the features outlined in paragraph 3(a) - (d) has been
provided for in the ELTIF’s eenstitutional governing documents and has been disclosed to unitholders in
advance;

(b) the ELTIF’s prospectus permits establishment of share classes which provide for different levels of
participation in the ELTIF;

(c) the unitholder’s interest in an ELTIF is proportionate to:

e the capital it has paid into the ELTIF at a particular point in time; and/or

e the predetermined flow of capital returns to the share class; and/or

o the extent to which the share class held by the unitholder participates in the assets of the ELTIF.

(d) where the investor has subscribed in the ELTIF is on the basis of a capital commitment and periodic
drawdowns from the investor the ELTIF maintains records on a per-investor basis to enable it to clearly
identify commitments paid and commitments outstanding for each investor (“capital accounting”), and
(e) the capital accounting methodology is consistent with the requirements of Commission Delegated
Regulation (EU) 231/2013 which require the AHEM manager to establish, implement and maintain

accounting policies and procedures to ensure that the calculation of the net asset value NAV is carried

out as required by that Delegated Regulation and the AIFM Regulations.

approvalofthe Central Bank: Where an ELTIF issues new units at a price below NAV, this shall not result

in a material disadvantage to other unitholdersin the ELTIF.

6. An ELTIF may facilitate excuse provisions (which enable an investor to be excused from an investment
that the ELTIF proposes to make) and/or exclude provisions (which permits the ELTIF to exclude an
investor from a proposed investment that the ELTIF proposes to make) provided that:

(a) the excuse and/or exclude provisions are predetermined and documented by the ELTIF (in respect of
excuse provisions by way of a written document between the ELTIF and the investor prior to an
investment being made in the ELTIF and, in respect of exclude provisions, by providing for the
circumstances in which this may occur in the prospectus-and/orconstitutionaldocument governing
documents of the ELTIF);

(b) a formal notification fegalepinien must be provided by the unitholder or ELTIF (depending on the
party invoking the provision) outlining the basis on which the excuse or exclude provision is being
invoked,;

(c) the board of the ELTIF and AHEM manager must document:

e whether or not it accepts the formal notification legalepinien so provided, and

e the consequences of accepting or disagreeing with such epinien notification unless already disclosed in
the governing documents.

7. An ELTIF may, at a later stage in the life cycle of the ELTIF, permit new investors to acquire shares units
inthe ELTIF. The purchase of shares units by way of transfer from an existing unitholder or the
subscription for new shares units in the ELTIF may be facilitated by the ELTIF by way of establishment of
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a new share class which provides for participation in existing and future investments of the ELTIF or in
future investments only and provided that:

(a) upon acquisition by way of transfer of shares units, the terms of investment by the new investor is
clearly documented;

(b) upon the issue of new shares,-units, a new share class is established for the investor; and

(c) the commitments paid and commitments outstanding for each investor are accounted for using a
capital accounting methodology.

8. An ELTIF may establish management share classes which permit persons designated by the manager of
the ELTIF as entitled pertfoliomanagersofanELTIEto participate in investments of the ELTIF. Such
share classes may participate in the ELFE ELTIF on the basis of conditions which differentiate the share

class from other share classes in the ELTIF. This is subject to:

+ the conditions applicable to management such share classes being provided for in the
prospectus; and

e capital payments (both committed capital and preferred returns) being allocated to relevant
investor share classes and inprierity-te management share classes in accordance with the

ELTIF’s governing documents.

103. Side pocket share classes

Provisions in relation to side pockets updated to reflect requirements as per Directive
(EU) 2024/927.

Proposed amendments to v. Share Classes, paragraphs 9, 10, 11, 12, 13 and 14, page 214, AIF Rulebook
March 2024.

152



Consultation Paper 162 \ Central Bank of Ireland \ Page 153

An ELTIF may establish a side pocket share-classesinto-which-for assets whose
economic or legal features have changed significantly or become uncertain due to
exceptional circumstances which-have-become impairedilliguid-ordifficult tovalue
may-beplaced through:

a. physical segregation;or

b. accounting segregation;

providedthat the abilityto-establishthese shareclasseshas been where provided
for in the ELTIF's eenstitutional governing documents and hasbeen disclosed to
unitholders in advance.
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104. Charity share classes

The 49t Edition of the Central Bank’s AIFMD Q&A, ID 1144 provides for the possibility of
establishing an AlF that has a share class that makes distributions to a charity provided a
number of requirements are met. It is proposed to now include this Q&A in the AIF
Rulebook as part of the general share class provisions. As aresult, ID 1144 in the AIFMD
Q&A will be deleted.

Proposed insertion v. Share classes - ‘Charity Share Classes’, page 214, AIF Rulebook March 2024.

An ELTIF may establish a share class that makes distributions to charity, subject to the
following requirements:

. The investor must elect to subscribe to such a share class and cannot be
automatically invested in such a share class;

. distributions should only be paid to a charity that is approved / authorised /
registered in the relevant jurisdictions. Details of the charity and evidence of
their approval / authorisation / registration status should be provided on
request to the Central Bank;

° The prospectus / supplement must clearly set out:

- The implications of such a share class - that the relevant
charity and not the investor will benefit financially from
distributions from the ELTIF;

- Details of the charity to which the distributions are being
made and the circumstances under which such
distributions will take place; and
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- That such distributions will not be paid out of the capital
of the ELTIF.

. Periodic reporting to investors (for example, in the annual reports) must include
details of the amounts that have been distributed to charity.

105. Disclosure rules for Umbrella ELTIFs

Amendment to clarify that an umbrella ELTIF, which is an investment company, shall, in its
prospectus, include the words: "An umbrella fund with segregated liability between sub-funds".
Additional references will now be made to Investment Limited Partnerships, Common

Contractual Funds and ICAVs to also include this disclosure in their prospectus.

Proposed amendment to vi. Umbrella AlFs, paragraphs 2, 4 and 5, pages 214 and 215, AIF Rulebook
March 2024.

2. A Retail Investor AIF umbrella shall only establish a Retail Investor ELTIF sub-fund. A Qualifying
Investor AIF umbrella shall only establish a Professional Investor ELTIF sub-fund or Qualifiedying

Investor ELTIF sub-fund.

4. Anumbrella ELTIF shall only be compromised of either (i) Retail Investor ELTIF sub-funds or (ii)
Qualifiedying Investor ELTIF sub-funds and/or Professional Investor ELTIF sub-funds.

5. Anumbrella ELTIF which is an linvestment Ceompany, Investment Limited Partnership, Common
Contractual Fund or ICAV shall, in its prospectus, include the words: "An umbrella fund with

segregated liability between sub-funds".
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106. Parties to whom dealing rules apply

‘Unitholders’ will be added to the list of entities subject to the requirements under the
provisions directed at ‘Dealings by management company, general partner, depositary,
AIFM, investment manager or by delegates or group companies of these’. This addition has
been identified by the Central Bank as necessary given instances of investment funds
entering into transactions with unitholders (i.e. investors). This will protect the interests of

all unitholders in arelevant fund where such transactions take place.

Proposed amendment to vii. Dealings by management company, general partner, depositary, AIFM,
investment manager or by delegates, par or group companies of these, Header and paragraph 1, page
216, AIF Rulebook March 2024.

Dealings by management company, general partner, depositary, AIFM, investment manager, unitholder

or by delegates or group companies of these

1. The ELTIF shall only enter into a transaction with a management company, general partner,
depositary, AIFM, investment manager, unitholder or by delegates or group companies of
these where it is negotiated at arm's length. Transactions must be in the best interests of
the unitholders.

New Footnote: This requirement does not apply to transactions by unitholders in relation to
their units. This includes subscriptions, redemptions, conversions or dividend payments.
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107. Requirements in relation to ‘transfer for consideration’

Requirement to notify the Central Bank where an ELTIF invests in the units of another sub-
fund within the same umbrella, by way of transfer for consideration is no longer required

as reporting is redundant.

Proposed deletion to i. General conditions, paragraph 4, page 217, AIF Rulebook March 2024.

108. Timeline for reporting to the Central Bank

Amendment to provide greater clarity on requirements related to the communication of

breaches and errors to the Central Bank.
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Proposed amendments to i. General conditions, paragraph 5, page 217, AIF Rulebook March 2024.

5. The ELTIF shall notify the Central Bank premptlyimmediately of any material breach of the

investment fund legislation, the requirements imposed on it by the Central Bank or provisions of

its prospectus.

109. Minimum subscription limits and derogations

The AIF Rulebook limits the exemption for the minimum subscription to certain defined
entities and persons. The AIF Rulebook will now provide to grant an exemption from the
minimum subscription requirement to include: (i) the AIFM or other legal entity within the

AIFM's group; and (ii) those that provide advice (both discretionary and non-discretionary).

These parties are related to these additional entities with relevant expertise and
knowledge to make an assessment of the investment objectives, strategy and potential
risks that investing in the Qualifying Investor ELTIF would bring, while allowing greater
management participation and alignment of interests. The requirement will continue to be
limited to: (i) those directly involved in the investment activities of the Qualifying Investor
ELTIF; or (ii) senior employee/partners/consultants/secondees of the
management/investment/advisory company that have experience in the provision of

investment management services.

Proposed amendment to i. General conditions, paragraphs 6 and 7, page 218, AIF Rulebook March 2024.

6. Where an ELTIF provides for a minimum capital commitment or subscription of
€100,000 and only accepts subscriptions from an investor who meets the criteria
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set out in the definition of a Qualifiedying Investor ELTIF, it may avail of the Central

Bank QIAIF authorisation process and market itself as a Qualifiedying Investor

ELTIF.

The Qualifiedying Investor ELTIF may grant an exemption from the minimum

capital commitment or subscription requirement to the following:

(a)

(b)

the management company or general partner;

the AIFM/manager or a company or other legal entity within
the AIFM/manager's group;

acompany or other legal entity appointed to provide
investment management or advisory services (whether
discretionary or otherwise) to or in respect of te-the
Qualifiedying Investor ELTIF;

adirector (or equivalent) of the AIFM, management company,
investment company or general partner or a director (or
equivalent) of a company or other legal entity appointed to
provide investment management or advisory services (whether
discretionary or otherwise) to or in respect of the Qualifiedying
Investor ELTIF; and

an employee, consultant to, secondee to efthe-management

ELHE, or partner of any of the entities mentioned in (a), (b) or
(c), where the employee, consultant, secondee or partner:;

e holds aformal agreement or employment contract with any

of the entities mentioned in (a), (b) or (c);

e isdirectly involved in the investment activities of the

Qualifiedying Investor ELTIF;;or

e isasenior employee of the company or other legal entity

appointed to provide investment management or advisory
services (whether discretionary or otherwise) and has
experience in the provision of investment management
services.

In the case of investments by employees, consultants, secondees and/or partners or

groups of employees, consultants, secondees and/or partners, the Qualifiedying

Investor ELTIF must ensure that the AIFM, management company, investment
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company, advisor or general partner, as appropriate, is satisfied that prospective
unitholders fall within the criteria outlined at (d-€) above. The Qualifiedying
Investor ELTIF must ensure that investing employees must certify to it that they are
availing of the exemption provided for in this sub-paragraph and that they are
aware that the Qualifiedying Investor ELTIF is normally marketed solely to
qualifying investors who are subject to a minimum capital commitment or
subscription of €100,000.

110. Director departures from an investment company

The AIF Rulebook currently refers to the impact on the AIF Management Company where
thereis aresignation at the board level of an ELTIF investment company. Update to clarify
that the requirement more accurately reflects the impact of a resignation on the ELTIF

itself.

Footnote 31 is amended to now include the provisions of footnote 1 in chapter 4 - AlIF
Management Company Requirements. Chapter 4 - AIF Management Company

Requirements has been deleted in this update to the AlIF Rulebook.

Proposed deletion and amendments toii. Directors of ELTIF’s investment companies, Footnote 31 and
proposed and amendments to ii. Directors of ELTIF’s investment companies, paragraph 1, pages 218-
219, AIF Rulebook March 2024.

1. Where the ELTIF is an investment company, departures from the office of director and the
reason for the departure must be notified to the Central Bank immediately by-filingthe
relevant in accordance with Central Bank processes and procedures. Such processes and
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procedures may be amended from time to time ferm. In all cases where a director wishes to
resign and prior to cempleting providing the relevant Central Bank ferm-notification, the
ELTIF (at Board or its Chair level) must form a view as to the impact of the resignation on the
managerofthe ELTIF having regard to the current and prospective financial state of the
managerofthe ELTIF.-andthe fundsundermanagement. In the event that the Board or, in
the absence of a Board meeting, the Chair forms the view that the situation is one which
could create such concern on the part of the Central Bank, it shall state this on the relevant
Central Bank ferm notification. The Board or its Chair may consult the Central Bank in order
to help it form a view on that matter.

111. Suspension requirements

Specific requirements within the AIF Rulebook with respect to suspensions as referenced
in Directive (EU) 2024/927 have been included within the ELTIF chapter to align with

requirements elsewhere.

Proposed amendment and insertion to iii. Suspensions, paragraph 1, page 219, AIF Rulebook March
2024.

1. Where the manager of the ELTIF activates or deactivates the temperarily suspensionds of
the calculation of the net-assetvalue NAV and-or the suspension of subscription, repurchase
or redemption of its units, it the ELTIF must inform the Central Bank immediately,-and-inany
eventwithintheworking dayonwhich-such suspension activation-ordeactivationtoock
effect upon such activation or deactivation taking effect.

2 Without prejudice to paragraph 1, and in circumstances where the suspension has not been
lifted within 21 working days of application, the ELTIF shall provide the Central Bank with an
update on the suspension at the expiration of the 21 working day period and each subsequent

period of 21 working days where the suspension continues to apply.
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3 Where a competent authority of a member state under Article 46(j) of Directive
2011/61/EU requires the manager of the ELTIF to activate or deactivate the suspension of
subscription, repurchase and redemption, the ELTIF must immediately inform the Central

Bank when it becomes aware of this instruction.

4 The ELTIF shall take all necessary steps to keep the Central Bank informed of relevant

information with respect to the management of the ELTIF that is the subject of the exercised

powers as detailed in paragraph 3 of this section.

112. The selection, disclosure and operation of Liquidity

Management Tools

Specific requirements have been included in the AIF Rulebook whereby the ELTIF shall:

(i) disclose in its prospectus the LMTs it has selected along with the terms and
conditions under which an LMT can be activated and deactivated; and

(ii) disclose where the ELTIF selects additional LMTs beyond those specified in
Directive (EU) 2024/927 Annex V.

To align with the Financial Stability Board (FSB) revised policy recommendations to
address structural vulnerabilities from liquidity mismatch in Open Ended Funds (Revised
FSB Recommendations) and the International Organization of Securities Commissions
(I0SCO) final Guidance on Anti-Dilution LMTs (LMT Guidance) for the effective
implementation of the Recommendations for Liquidity Risk Management for Collective
Investment Schemes, it is proposed to include a requirement, where appropriate, that the

AIFM of the ELTIF considers selecting at least one quantitative-based LMT (redemption
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gate, extension of notice period) and at least one anti-dilution tool (i.e.: redemption fee,

swing pricing, dual pricing, anti-dilution levy).

Finally, for supervisory purposes, the ELTIF shall notify the Central Bank where it activates
or deactivates any of the LMTs that are disclosed in its prospectus where such activation

or deactivation occurs other than in the ordinary course of the ELTIFs business.

Proposed insertion, Liquidity Management Tool requirements, page 219, AIF Rulebook March 2024.
General operational requirements

1. The ELTIF shall disclose in its governing documents the selected liquidity management tools
(LMTs) and the terms and conditions under which an LMT can be activated and deactivated.

2. In selecting the two minimum mandatory LMTs per the requirements of Annex V of Directive
2011/61/EU, the ELTIF shall ensure that the manager should consider, where appropriate,
selecting at least one quantitative-based LMT (redemption gate, extension of notice period)
and at least one anti-dilution tool (redemption fee, swing pricing, dual pricing, anti-dilution
levy, redemption in kind).

3. The ELTIF shall notify the Central Bank where it activates or deactivates any of the LMTs that
aredisclosed in its prospectus where such activation or deactivation occurs other than in the
ordinary course of the ELTIF’s business.

113. Gating

Update to include a requirement related to the operation of redemption gates to ensure

the fair treatment of all investors in the event of a redemption gate being activated.
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Proposed insertion, Liquidity Management Tool requirements, page 219, AIF Rulebook March 2024.

1. Onanydealing day that a redemption gate is activated, any request for redemption on such
dealing day shall be reduced rateably and the redemption requests shall be treated as if they
were received on each subsequent dealing day until all the units to which the original request
related have been redeemed.

114. Replacement of depositary

Update for clarification purposes to include ‘AIFM’ when referencing ‘management
company’ and ‘general partner’. Reference to specific fund legal structures has been

deleted for editorial purposes.

Proposed amendment iv. Replacement of depositary, paragraph 1, page 219, AIF Rulebook March
2024.

1. The Central Bank requires that the procedures to be followed in relation to the replacement of a
depositary must be approved by the board of the investment company, the AIFM / management
company efa-unittrust scheme-orcommon-contractualfund or the general partner efan
investmentlimitedpartnership. Where the ELTIF replaces its depositary, the ELTIF must ensure
that the Central Bank receives, as required, confirmation from both the retiring depositary and

new depositary that they are satisfied with the transfer of assets.
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115. Third parties contracted to AlIFM/management

company/general partner

Update for clarification purposes to include ‘AIFM’ and “general partner” when referencing
‘management company’. A list of relevant parties where the rule is applicable will also be

provided.

Proposed amendment v. Replacement of management company, general partner or third party,
paragraph 2, page 220, AIF Rulebook March 2024.

2. TheCentral Bank must be notified in advance of any proposal to replace the following third
parties which have contracted (directly or indirectly) with the AIFM / management

company / general partner. These third parties are: inthecase-ofaunittrust or common

sepvices
a. depositary;
b. investment manager;
c. auditor;and
d. fund administrator.

The Central Bank may object to the proposals and replacements objected to by the Central

Bank may not proceed.
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116. Reporting requirements

Requirements related to reporting have been amended to provide for the current

requirements as set out on the Central Bank’s website.

Proposed amendment to vi. Monthly and quarterly returns, paragraph 1, 2 and 3, pages 220-221, AlIF
Rulebook March 2024.

Monthhyand guarterlyreturns-Reporting requirements

The ELTIF must shall-submit a-menthlyreturnto-the Statistics Division
ofthe Central Bankusing the Central Bank-such periodic returns to the

Central Bank as specified by the Central Bank from time to time. Those
returns shall be in the form, and contain the information, specified by the

Central Bank and published on the Central Bank’s website.

TFhecontentsof the monthly returnare set out belowinparagraph 2 of

(c) the NAV tyne (designatedasestimate orfinal)

(d) the ELTIF typne (designated by investment strategy);

(e) totalgrossassetvalue of the ELTIE at end-month;

(f) total NAV of the ELHE at end-month;
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(g) pumberof unitsincireulationatend-month;

(h) NAV perunitatend-month;

n ed from thei ¢ unite duri "

(k) netamountfromissuesandrepurchasesduringmonth;

(N profit/lossfromoperations-during the period;

(m) investmentmanagementfeesacerued-during the period

(n) allotherexpensesacerued-during the period{excluding

117. Changes to the duration of the ELTIF

Amendment to simplify requirements pertaining to requirements around changes to the

ELTIF to align with other chapters in the AIF Rulebook.

167



Consultation Paper 162 \ Central Bank of Ireland \ Page 168

Proposed amendment to viii. Changes to the life of the ELTIF, paragraph 1, 2, 3, 4, 5 and 6, pages 221-
222, AIF Rulebook March 2024.
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Where an ELTIF proposes to:

(i) amend the duration of the ELTIF;
(ii) change the investment objective or make material changes to the investment

policy of the ELTIF; or

New Footnote: In accordance with paragraph 5 of section 3.i, “material” shall be taken to
mean, although not exclusively: “changes which significantly alter the asset type, credit

quality, borrowing or leverage limits or risk profile of the Qualifying Investor AIF.

(iii) amend the maximum charge relating to the redemption or repurchase of units
or the maximum annual fee charged by, as relevant, the AIFM, management

company or general partner of the ELTIF;

New Footnote: The annual fee includes any performance related fee charged by the AIFM,

the management company, the general partner or the investment manager.
the following shall apply:

e ifthe amendment includes an opportunity for investors to redeem from the

ELTIF, the proposal shall be approved by a simple majority of the votes cast.

e if noopportunity is provided for investors to redeem from the ELTIF as part of
the amendment, the proposal shall require approval by a qualified majority of

75% of the votes cast.

The provisions of paragraph 1(iii) are also applicable to the annual fee charged by an
investment manager where this fee is paid directly out of the assets of the ELTIF.
Where the ELTIF makes non-material changes to investment policies, it shall notify

unitholders of these changes. Notification can be provided by means of appropriate
disclosure in the next annual report.
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118. Prospectus update requirements

Amendment to simplify requirements pertaining to voting requirements around changes to

the ELTIF to align with other chapters in the AIF Rulebook.

Proposed amendment to i. General requirements, paragraph 5, page 223, AIF Rulebook March 2024.

5. The ELTIF shall not change its investment objectives or effect a material change to its investment
policies, as disclosed in the prospectus without:

e ifthe amendment includes an opportunity for investors to redeem from the ELTIF, the

proposal shall be approved by a simple majority of the votes cast.

e if noopportunity is provided for investors to redeem from the ELTIF as part of the

amendment, the proposal shall require approval by a qualified majority of 75% of the votes

cast.

6-of - “Material” shall be
taken to mean, although not exclusively: “changes which significantly alter the asset type, credit
quality, borrowing or leverage limits or risk profile of the ELTIF”.

In the event unitholders are provided with the opportunity to redeem efa-change-ofinvestment

activac and/ar invactmant na onthab A o % of vote cana

meeting; the ELTIF must provide a reasonable notification period to enable unitholders redeem
their units prior to implementation of these changes.
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119. General information concerning the ELTIF

Paragraph 1 of section 1.iii (Valuation) of Part | of the ELTIF chapter requires that ELTIFs
specify in their constitutional document the rules for the valuation of assets. Additional
details regarding the valuation of an ELTIF may be set out elsewhere e.g. in the prospectus.
To capture this, an additional point (I) stating “Information on any additional relevant
details regarding the valuation of assets” has been added to the “General information
concerning the ELTIF” list set out in the Prospectus Requirements, Section 3 (ii) of Part | of

the ELTIF chapter.

Proposed insertion to ii. General information concerning the ELTIF, paragraph 1 (j), (k) and (I), page 224,
AIF Rulebook March 2024.

1. The ELTIF shall, at a minimum, disclose the following in its prospectus:

(j) Where applicable, indication of stock exchanges or markets where the units are listed or
dealtin; and

(k) A description of the AIFM’s remuneration policies and practices pursuant to Regulation 14
of the AIFM Regulations; and

(I) Information on any additional relevant details regarding the valuation of assets.
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120. Proposed amendment and insertion to dealing processes

Updated to include that the procedures and conditions for ‘subscriptions’ are also included
in the prospectus. Specific requirements with respect to redemption in specie as an LMT
are detailed in Directive 2024/927 and its RTS and Guidelines. Where the ELTIF provides
for the settlement of redemptions through an exchange of assets as part of its redemption
policy and this is not an LMT, the AIF Rulebook requires that the ELTIF disclose the terms

and conditions in its prospectus under which such an arrangement will operate.

Proposed amendment and insertion to iii. Dealing, paragraph 2, page 225, AIF Rulebook March 2024.

2. Where the ELTIE provides forthe possibility of redemptionsfrom the ELTIE; tThe ELTIF shall

disclose, in its prospectus, the procedures and conditions for subscription, repurchase or
redemption of units, including the period within which redemption proceeds will normally be
paid or discharged to unitholders. It must also disclose the circumstances in which subscription,
repurchase or redemption may be suspended.

4. Where the ELTIF provides for the settlement of redemptions through an exchange of assets as
part of its redemption policy, the ELTIF shall disclose the terms and conditions applicable in its
prospectus.
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121. Information concerning an AIFM, management company or

general partner

Update for clarification purposes to include ‘AIFM’ when referencing ‘management
company’. In addition, the rule contained in paragraph 3 is deleted as under AIFMD, the
AlFMis already required to maintain the necessary level of minimum regulatory capital and

such capital may change over time.

Proposed amendment iv. Information concerning a management company or general partner,
paragraphs 1 and 2, page 225, AIF Rulebook March 2024.

iv. Information concerning an AIFM, management company or general partner

1. The ELTIF shall, in its prospectus, disclose the name, form in law, registered office and head
office, if different from the registered office, of the AIFM, management company or general
partner. If the AIFM, management company or general partner is part of a group, the name
of that group must be disclosed. The date of incorporation of the company and indication of
duration, if limited, must also be included.

2. The ELTIF shall, in its prospectus, disclose the names and positions in the AIFM,
management company or general partner of the members of the administrative,
management and supervisory functions; their experience, both current and past, which is
relevant to the ELTIF; and details of their main activities outside the AIFM, management
company or general partner where those are of significance with respect to that AIFM,

management company or general partner.
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122. Information concerning investment managers and other

service providers

Update for clarification purposes to include ‘AIFM’ when referencing ‘management
company’.  Additionally, update for clarification purposes to include ‘management

company’ when referencing an ‘AlIFM’.

Proposed amendment to v. Information concerning investment managers and other service providers,
paragraphs 2 and 3, page 226, AIF Rulebook March 2024.

2. The ELTIF shall, in its prospectus, disclose the material provisions of the contracts with the
AIFM, management company, general partner or investment company which may be
relevant to the unitholders, excluding those relating to remuneration.

3. The ELTIF shall, in its prospectus, disclose the other significant activities engaged in by its
AIFM / management company and any entity performing investment management functions
on its behalf.
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123. Risk disclosures

Update for references to note warning are included in bold text.

Proposed amendment to vii. Risk disclosures, paragraph 2, page 226, AIF Rulebook March 2024.

2. The ELTIF shall, where relevant, contain in its prospectus a prominent risk warning in bold
text which will make specific reference to the following:

(a) any potential for above average risk involved; and

(b) the suitability of this type of investment with the potential for above average
risk only for people who are in a position to take such a risk.

124. Conflicts of interest

‘Unitholders’, ‘depositary’ and ‘delegate or associated or group companies’ will be added to
the list of entities subject to the requirements under the provisions directed at ‘Conflicts of

Interest’.

This addition to the list of entities subject to the requirements is necessary given instances
of investment funds entering into transactions with unitholders, delegates, associated or

group companies.

This will safeguard the interests of all unitholders in a relevant fund.

Proposed amendment to viii. Conflicts of interest, paragraphs 1 and 2, page 227, AIF Rulebook March
2024.
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1. The ELTIF shall, in its prospectus, include a description of the potential conflicts of interest
which could arise between the AIFM, management company, general partner, unitholder,
depositary and investment manager, and/or its delegates or associated or group companies
and the ELTIF with details, where applicable, of how these are going to be resolved.

2 The ELTIF shall, in its prospectus include Aa description of soft commission arrangements
which may be entered into by an the ELTIF must-alse-be-included.

3. The ELTIF shall only enter into a transaction with, as appropriate, its general partner,
management company, depositary, AIFM, unitholder, investment manager, and/or its
delegate or associated or group companies, where there has been full disclosure in the ELTIF's
prospectus.

New Footnote: This requirement does not apply to transactions by unitholders in relation to
their units. This includes subscriptions, redemptions, conversions or dividend payments.

125. Warehousing disclosures

Amendment to require that disclosures in the prospectus include details around any fees,
charges, or interest payable in relation warehousing. Additional editorial change where

“fully disclosed” is replaced by “provided for”.

Proposed amendment to ix. Warehousing, paragraph 1, page 227, AIF Rulebook March 2024.

1. The ELTIF shall only acquire assets pursuant to a warehousing arrangement where the use

of such arrangements is fulbydisclesed provided for in its prospectus, including details of any
fees, charges or interest payable in relation to such arrangements.
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126. Financial resources of investment companies

The requirements for AIFMs - including registered AIFMs and for an AIFM that is an
internally managed AIF - are detailed in the AIFMD. These include requirements around
initial capital and own funds, and around having sufficient management resources to
effectively conduct its business and otherwise comply with AIFMD. Further clarification
on these matters is no longer required and relevant provisions in the AIF Rulebook will be

deleted.

Proposed deletion to i. Financial resources of investment companies, paragraphs 1 and 2, page 228, AIF
Rulebook March 2024.

*
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127. Publication of annual and half-yearly reports

Clarifications are included in the current AlIF Rulebook requirements around annual / half-
yearly reports to align with other chapters in the AIF Rulebook. More precisely, text has
been added to specify that reporting should refer to a reporting date within a specific
period of time. Also clarification that reporting to the Central Bank is required within a
specific timeline. ‘Period’ has replaced ‘year’ to reflect the fact that reporting is not always
to a specific financial year. Update to reflect that an ICAV and Investment Limited

Partnership can now produce separate period reports for individual sub-funds.

Proposed amendment to i. Publication of annual and half-yearly reports, paragraphs 4, 5 and 7, page
229, AIF Rulebook March 2024.

4, The ELTIF shall prepare and-submittothe CentralBank-a set of accounts (whether an
interim report or an annual report) to a reporting date within 12 months of the launch-date
first issuance of units by the ELTIF, and publish itand submit to the Central Bank within 2
months if an interim report or 6 months if an annual report. The first annual reports must
be prepared to a reporting date within 18 months of incorporation/establishment of the
ELTIF and published and submitted to the Central Bank within 6 months. Fhe-An ELTIF
established as a unit trust or common contractual fund shall publish and submit to the
Central Bank its half-yearly report within 2 months of the end of the reporting period to
which it relates.

5. The ELTIF shall publish and submit to the Central Bank its annual report within 6 months of
the end of the financial year period to which it relates.

7. Where the ELTIF is an umbrella ELTIF constituted as a unit trust, e~common contractual
fund, ICAV or ILP it may produce separate periodic reports for individual sub-funds. In such
cases, the report of each sub-fund must name the other sub-funds and state that the
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reports of such sub-fund are available free of charge on request from the managerofthe
ELTIF.

128. Annual report

Text has been updated for consistency with changes made in earlier sections of the AIF

Rulebook.

Proposed deletion to ii. Information to be contained in the annual report, paragraphs 2(a) and 2(j), pages
230-231, AIF Rulebook March 2024.

2. The ELTIF shall include the following in its annual report as well as any significant
information which will enable unitholders to make an informed judgement on the
development of the ELTIF and its results:

(a) netassetvalue NAV per unit, where relevant;
1) the annual report must state whether:

e the ELTIF is satisfied that there are arrangements (evidenced by written procedures)
in place, to ensure that the obligations set out in paragraph 1 of section 1.vii Dealings
by management company, general partner, depositary, AIFM, investment manager,
unitholder or by delegates or group companies of these of this Part are applied to all
transactions with connected parties; and

e the ELTIF is satisfied that transactions with connected parties entered into during
the period complied with the obligations set out in paragraph 1 of section 1.vii
Dealings by management company, general partner, depositary, AIFM, investment
manager, unitholder or by delegates or group companies of these of this Part;

New Footnote: This requirement does not apply to transactions by unitholders in relation to their units.
This includes subscriptions, redemptions, conversions or dividend payments.
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129. Half-yearly report

Text has been updated for consistency with changes made in earlier sections of the AlIF
Rulebook.

Proposed deletion to iii. Information to be contained in the half-yearly report, paragraphs 1(c), 1(k) and
1(I), page 233, AIF Rulebook March 2024.

1. The ELTIF shall include the following in its half-yearly report:
(c) netassetvalue NAV per unit, where relevant;
(k) where an ELTIF has paid or proposes to pay an interim dividend, the

half-yearly report must indicate the results after tax for the half-year
concerned and the interim dividend paid or proposed; and

(1 the half-yearly report must state whether:

e the ELTIF is satisfied that there are arrangements (evidenced by
written procedures) in place, to ensure that the obligations set out in
paragraph 1 of section 1.vii Dealings by management company,
general partner, depositary, AIFM, investment manager, unitholder or
by delegates or group companies of these of this Part are applied to all
transactions with connected parties; and

e the ELTIF is satisfied that transactions with connected parties entered
into during the period complied with the obligations set out in
paragraph 1 of section 1.vii Dealings by management company,
general partner, depositary, AIFM, investment manager, unitholder or
by delegates or group companies of these of this Part; and

New Footnote: This requirement does not apply to transactions by unitholders
in relation to their units. This includes subscriptions, redemptions, conversions
or dividend payments.
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Other Feedback

130. Other Feedback Question
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