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Liquidation Process

Phase Il Phase IV
Opening of the liquidation Closing of the liquidation

Phase | Phase Il Phase V
Pre-liquidation Liguidation operations Post-liquidation
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When is it appropriate to put a fund / sub-fund into
liguidation?

Reference to legal documents

Sub-fund liquidations:

 Decrease of net assets
» Change of economical situation
* Rationalisation

Fund liquidations: decision by general meeting / management company at its

discretion

* Large redemption(s)
 Impossibility to value certain assets / side pockets
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Preparation of the liquidation

Avoid having / remedy blocked investor
accounts

Be up to date regarding at the CSSF @
requirements / requests

Check approval / deposit of last
annual audited accounts

Monitoring of the off balance

sheet items
@ Inventory of all the agreements
in place
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Frequently asked questions

Freezing of redemption / subscription orders
Accrual of liquidation costs

Can portfolio assets be sold prior to the
opening of the liquidation ?

Diversification rules contained in the
prospectus
Suspension of the stock
exchange listing
% Liquidation of the last sub-fund




Opening of
the liquidation

First steps

Audit of the interim
accounts as at opening

date of the liquidation
For regulated entity, the interim
accounts shall be audited after the
opening of the liquidation
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First shareholders’

meeting

Appointment of the liquidator and
designation of its representative in
case it is a legal entity

Preparation of an interim
balance sheet / NAV

For regulated entities, full set of
accounts including notes



VI Liquidation operations

Legal and regulatory status

Even in liquidation, the investment fund
must comply with all legal / regulatory

requirements, in addition to specific
requirements for entites in liquidation

%,
%,
9,
%,

Deregistration as regulated investment fund but

CSSF supervision continues

CSSF annual fees still due

Subscription tax still due

Communication with CSSF at least twice a year
through “Periodical report of the liquidator”

guestionnaire :

Period 01.01 to 30.06 : due by 30.09
Period 01.07 to 31.12 : due by 31.03

OEVAVICEORORGEY
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« Periodical report of the liquidator »

CSSF questionnaire

Last available NAV to investors

Distribution to investors

Reporting consideration (opening, interim, closing

accounts)

Realisation of assets

Identification and settlement of liabilities,

contingencies and commitments

Solvency status of the fund

AML / CFT considerations

Tax considerations, termination plan and

prospective closure of the liquidation
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Accounting Status

Accounts shall be prepared on a liquidative basis

Assets should be valued at fair market value

* LUXGAAP / IFRS
» Valuation rules

Valuation exercise should be repeated in case of long liquidation

Liquidation costs should be provisioned until contemplated closing of
the liquidation

10
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Duties of the liquidator (1) Beware of any

L

- . : : required
Liquidator : representative body of the investment fund agreements A
having been

terminated by
Shall act in the best NINELE
interest of all investors Shall realise all assets and
PPt “~. pay all debts of the funds
e \‘ JPPEE - In case of change of
7 s ) service providers, CSSF

shall approve such change

Shall terminate all agreements
. Timing of the termination
Shall draft an inventory of assets on a case by case basis depending on the assets

and liabilities as We"_ as off but certain agreements to be retained until the
balance sheet commitments closing of the liquidation

11
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AML / CFT

» Ensure that AML / CFT procedures and controls are in place to meet AML / CFT obligations
In case of delegated functions, an AML / CFT oversight shall be performed

* Investors’ files shall be updated

Realisation of assets

+ At fair market value — for illiquid assets, obtain valuation report (broker, practitioner, etc.)
« Identify illiquid positions and explore potential realisation
* Identify and follow-up on EMIR and SFTR requirements

Payments / Distribution

» Payment of all creditors

* Distribution of liquidation proceeds but no distributions to blocked accounts

* Deposit to the Caisse de Consignation of any amount which could not be paid directly to
creditors / investors

Potential litigation

» List all litigations in which the investment fund / its underlying assets is involved
» Supervise such litigations
* Finalise litigation / settlement

12
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Duties of the liquidator (3)
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Taxes

» Tax return and payments shall be performed on a timely manner even during liquidation
(including FATCA/ CRS)

Interim result of the liquidation

« Each year, submission of the results of the liquidation (including an NAV) to the
shareholders’ meeting, together with a statement as to the reasons which have prevented
completion of the liquidation

* Draft interim liquidator’s report
* Filing of balance sheet with RCS

Annual accounts / closing of the liquidation accounts

» Accounts to be established on a liquidative basis

* For interim accounts, obtain valuation for any illiquid asset (broker, practitioner, etc.)
* Liaise with creditors to assess liabilities booked in the accounts

« Draft final liquidator’s report for closing of the liquidation accounts

* Liaise with auditors

13



VI Liquidation operations

Complex issues encountered

© O©® 0O &

Voluntary liquidation is the result of a massive
fraud

Several assets are illiquid (with strong
impairment and/or maturity date several years
after the opening of the liquidation)

Litigations initiated in several countries

Majority investor/minority investors

© & O O
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Liaising with brokers/practitioners for the valuation
of the assets

Ensuring CSSF information for all material events
during the liquidation

Relationship with auditors

Cash availability

14
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the liquidation

EGM for the closing of the liquidation

Approval of the liquidator’s
report / auditor’s report

Discharge :
liguidator / directors

B

Closing of the
liquidation

Caisse de
Consignation .@)

15
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Tasks to be completed following the close of the liquidation

CSSF communication

Closing of bank accounts and payment of the liquidation proceeds

Liabilities appearing after the close of the liquidation

Assets / monies appearing after the close of the liquidation

 Tax reclaims
» Proceeds received further to litigation
» Any other unexpected asset
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Standard and simplified liquidation

e General advice/expert opinion on liquidation

e Drafting of corporate documentation

e Acting as a liquidator

e Valuation of assets

e Preparing financial statements in Lux GAAP, IFRS, US GAAP and cash flow projection
e Liquidation of operational / holding companies

e Litigation with investors / third parties

e Liquidation of assets (liquid / illiquid)

e Interim management

e Tax advice / preparing tax returns

* Project management, including liaising with other relevant parties (public authorities, notaries, auditors,
etc.) and help with filings and publication

Liquidation of regulated entities

e Liaising with the competent supervisory authority for liquidator’s approval

e Specialised Arendt entity approved on numerous occasions as a liquidator by supervisory authorities
e Ongoing reporting to supervisory authorities

e Marketing deregistration of liquidated investment funds

Liquidation of sub-funds

e General advice / expert opinion on sub-funds’ liquidation
e Liaising with the CSSF (where applicable)
e Drafting of corporate documentation 18




One Arendt

Arendt
Services

Arendt’s domiciliation,
fund corporate secretary &
fund administration solution

AlM
Services

Arendt’s liquidator entity

We are lawyers, regulatory consultants, business advisors, corporate and funds services experts.

We bridge the gap between legal advice and its implementation.

We adopt an integrated approach to solving your business issues.

Arendt &

Medernach

The leading independent
business law firm.
With more than

325 legal professionals

We are Arendt - the leading legal and business services firm in Luxembourg.
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Arendt
Regulatory

& Consulting

Arendt’s dedicated
regulatory consulting company

Arendt
Institute

Arendt’s specialised legal
training department

19
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Consult the platform towards a new model and install the Arendt Insights App to
never miss a beat with the latest legal, tax and business developments in Luxembourg.

@ towards a new model arendt

r 0 v estions
to master the new model

generated by th Sis

get answers here_

Important Notice and Disclaimer: Whilst a best efforts approach has been taken to ensure the accuracy of the information provided in
this presentation, as at the date thereof, this information is only designed to provide with summarised, and therefore non complete,
information regarding the topics covered. As such, this presentation does not constitute legal advice, it does not substitute for the
consultation with legal counsel required prior to any undertakings and it should not be understood as investment guidelines. If you would
like to receive a legal advice on any of the issues raised in this presentation, please contact us.
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https://bit.ly/2IScZo5
https://www.arendt.com/jcms/p_46455/en/towards-a-new-model-q-a
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Partner

Arendt & Medernach
sebastien.binard@arendt.com
T.: +352 40 78 78 524

Francis Kass

Partner
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francis.kass@arendt.com
T.: +352 40 78 78 277
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Conducting Officer

Arendt Services
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T.: +352 27 44 41 920

Damien Schuind

Senior Manager
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T.: 4352 27 44 41 6034
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