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Reserved Alternative Investment Funds

The new law of 23 July 2016 on reserved alternative investment
funds (“RAIF”) was published in the Mémorial (Luxembourg
Official Gazette) on 28 July 2016 and has now entered into force
(the “RAIF Law”).

The RAIF has the same essential characteristics as the
Luxembourg specialised investment fund (“SIF”) but shall
neither be subject to the prior authorisation, nor the ongoing
supervision of the Commission de Surveillance du Secteur
Financier (“CSSF”):

= Similarly to the SIF, the RAIF shall be restricted to well-

informed investors, meaning institutional investors,
professional investors and other investors meeting certain
conditions;

= As for SIFs, the RAIF Law does not set out any particular
investment rules or minimum diversification requirements
for RAIFs and thus CSSF Circular 07/309 regarding
risk-spreading in the context of SIF should be applied.
Consequently, a RAIF could in principle not invest more than
30% of its assets in securities of the same type issued by the
same issuer. Should the RAIF however restrict its investment
policy to only invest in qualifying risk capital investments, like
a société d’investissement en capital a risque (“SICAR”), the
principle of risk spreading shall not be applicable;

® The RAIF shall be subject to the same taxation as the SIF,
meaning an annual subscription tax rate of 0.01% to be levied
on the net assets, or alternatively, if the RAIF only invests in
qualifying risk capital investments, to the same taxation as
the SICAR;

m The structures available for a RAIF are similar to the ones
offered under the SIF regime and it may thus be established
as either a common fund or as an investment company with
variable or fixed capital. The RAIF may also be set up as a

single compartment or umbrella fund structure.

In terms of investor protection, the RAIF will have to appoint a
duly authorised alternative investment fund manager (“AIFM”) in
Luxembourg or in another EU Member State, and will therefore
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be subject to indirect regulatory supervision, as the AIFM shall
be responsible for ensuring that the RAIF under its management
complies with applicable product rules. In addition, it will benefit
from the European marketing passport.

Existing regulated funds such as SIFs, as well as unregulated
structures or partnerships, may be able to convert into a RAIF,
and conversely a RAIF may opt for a regulated regime (e.g. SIF,
Part Il fund, SICAR) subject to relevant regulatory approvals.

The RAIF Law further strengthens Luxembourg’s position as
a leading investment fund centre by offering a new investment
vehicle combining structuring flexibility and regulatory protection.
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Disclaimer

Although every effort has been made to offer current and correct information,
this publication has been prepared to provide information on recent regulatory
and legal developments in Luxembourg only. It is not exhaustive and thus does
not cover all topics with which it deals. It will not be updated and cannot subs-
titute individual legal and/or tax advice. This publication is distributed with the
understanding that Luther, the editors and authors cannot be held responsible
for the results of any actions taken on the basis of information contained herein

or omitted, nor for any errors or omissions in this regard.
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