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APPENDIX 4 ORION
Funds of unregulated funds Retail Investor AIFs 

Where the Retail Investor AIF invests more than 20% in unregulated investment funds, including investments in hedge funds and other alternative investment funds, it shall comply with the following rules requirements which are in addition to the general rules applicable to all Retail Investor AIFs.
	
	
	Applicant
	Applicant
	
	

	
	
	
	
	
	

	1.0
	Diversification
	
	
	
	

	
	
	
	
	
	

	1.1
	Disclose that the Retail Investor AIF shall not invest more than 
	
	
	
	

	
	20% of net assets in the units of any one unregulated investment fund.
	
	
	
	

	
	
	
	
	
	

	2.0
	Restrictions
	
	
	
	

	
	
	
	
	
	

	2.1    (i)
	The Retail Investor AIF shall not invest in units of an 
	
	
	
	

	
	investment fund which itself invests more than 30% of net assets in another investment fund.
	
	
	
	

	
	
	
	
	
	

	
	Where the Retail Investor Fund invests more than 30% of net 
	
	
	
	

	
	assets in other investment funds, it must ensure that the investment funds in which it invests are prohibited from investing more than 30% of net assets in other investment funds
	
	
	
	

	
	
	
	
	
	

	(ii)
	This restriction does not apply in limited circumstances where the 
	
	
	
	

	
	first underlying investment fund provides the only means of investing in a second underlying investment fund and the first and second underlying investment funds act, in effect, as a singular structure. In this case the Retail Investor AIF shall in its prospectus:
	
	
	
	

	
	
	
	
	
	

	a)
	explain that the investment is made for the purposes of gaining 
	
	
	
	

	
	access to certain AIFs and is only permissible through this layered structure;
	
	
	
	

	b)
	describe the singular structure of the first and second 
	
	
	
	

	
	underlying investment funds;
	
	
	
	

	c)
	provide that there will be no double charging of investment 
	
	
	
	

	
	management fees including performance fees and depositary fees and indicate whether these will be borne at one level or divided between the first and second underlying investment funds;
	
	
	
	

	d)
	provide details of the duplication of fees which will arise at the 
	
	
	
	

	
	level of both the first and second underlying investment funds e.g. administration fees, legal fees, audit fees.
	
	
	
	

	
	
	
	
	
	

	
	Note: Any such investments must not be made for the purposes of duplicating management and/or investment management fees
	
	
	
	

	
	
	
	
	
	

	3.0
	Open-ended Retail Investor AIFs
	
	
	
	

	
	
	
	
	
	

	3.1
	Where the Retail Investor AIF is open-ended it shall provide at 
	
	
	
	

	
	least one dealing day per month. The maximum interval between submission of a redemption request and payment of settlement proceeds must not exceed 95 calendar days.
	
	
	
	

	
	
	
	
	
	

	3.2
	The Retail Investor AIF may retain up to 10% of redemption 
	
	
	
	

	
	proceeds, where this reflects the redemption policy of the underlying investment fund(s) until such time as the full redemption proceeds from the underlying investment fund(s) is received.
	
	
	
	

	
	
	
	
	
	

	4.0
	Prospectus Disclosure
	
	
	
	

	
	
	
	
	
	

	4.1
	Disclose the following risk warning, in bold, in a prominent 
	
	
	
	

	
	position on the cover of the prospectus and on the application form attached to the prospectus:
	
	
	
	

	
	"This Retail Investor AIF will invest in unregulated investment funds which may not be subject to the same legal and regulatory protection as afforded by investment funds authorised and regulated in the European Union or equivalent jurisdictions. Investment in unregulated investment funds involves special risks that could lead to a loss of all or a substantial portion of such investment."

“An investment in this Retail Investor AIF is not suitable for all unitholders. A decision to invest in this Retail Investor AIF should take into account your own financial circumstances and the suitability of the investment as a part of your portfolio. You should consult a professional investment adviser before making an investment."
	
	
	
	

	
	
	
	
	
	

	4.2
	Include information on the special risks referred to in 4.1 above 
	
	
	
	

	
	and provide specific information drawing attention to:
	
	
	
	

	
	(a) the investment policies of underlying investment funds in
	
	
	
	

	
	which the Retail Investor AIF proposes to invest and the relevant risks associated with such policies;
	
	
	
	

	
	(b) the levels of leverage employed by the underlying
	
	
	
	

	
	investment funds;
	
	
	
	

	
	(c) the expected impact of fees charged at both the level of the
	
	
	
	

	
	Retail Investor AIF and the underlying investment funds on overall performance;
	
	
	
	

	
	(d) cumulative effect of performance fees, which may arise at
	
	
	
	

	
	both the Retail Investor AIF and underlying investment fund level;
	
	
	
	

	
	(e) potential liquidity problems;
	
	
	
	

	
	(f) potential valuation difficulties
	
	
	
	

	
	
	
	
	
	

	4.3
	Provide an explanation, in plain English, including a glossary of 
	
	
	
	

	
	terms if necessary, of the alternative investment strategies which the underlying investment funds may employ.
	
	
	
	

	
	
	
	
	
	

	4.4
	Describe the diversification policies of the Retail Investor AIF 
	
	
	
	

	
	including information on the extent to which the Retail Investor AIF will diversify between trading strategies and also the extent to which it will invest in underlying investment funds which have demonstrated a high volatility of return.
	
	
	
	

	
	
	
	
	
	

	4.5
	Fully disclose the intention to invest in underlying investment 
	
	
	
	

	
	funds with lock up periods (i.e. investment funds which do not permit redemptions for a period of time). Disclosure must focus on typical duration of lock-up periods and the amount of net assets which are likely to be invested in this type of investment fund.
	
	
	
	

	
	
	
	
	
	

	4.6
	Confirm that investment in funds with lock up periods will not 
	
	
	
	

	
	affect the redemption arrangements of the Retail Investor AIF
	
	
	
	

	
	
	
	
	
	

	4.7
	Where the Retail Investor AIF invests in Funds of unregulated funds
	
	
	
	

	
	The management of the Retail Investor AIF and its delegate(s),
	
	
	
	

	
	where applicable, must demonstrate appropriate experience and expertise in relation to alternative investment funds.

And


	
	
	
	

	4.8
	Detailed information must be submitted on the controls and
	
	
	
	

	
	systems which are in place to constantly monitor the activities of the underlying investment funds, their managers and risk assessment procedures. This should include, inter alia, information on the extent to which the management of the Retail Investor AIF and its delegate(s) will:

(a) review the background, expertise and experience of the managers of the underlying investment funds;

(b) review, on an on-going basis, the risks of the underlying investment funds and the risks of the strategies being

employed, including the amount of gearing inherent in these strategies and counterparty risk;

(c) monitor overall leverage of the Retail Investor AIF.
	
	
	
	

	
	
	
	
	
	


Any personal data provided by you may be processed by the Central Bank in connection with the performance of its statutory functions. If you have any questions in relation to the processing of your personal data by the Central Bank, you may contact our Data Protection Officer at dataprotection@centralbank.ie. A copy of the Central Bank’s Data Protection Notice is available at www.centralbank.ie/fns/privacy-statement.


