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FCA CP26/16 - Registration of Authorised Fund Assets

The Alternative Investment Management Association (AIMA)' welcomes the opportunity to
comment on CP26/16, Registration of Authorised Fund Assets.

AIMA broadly supports the FCA's proposals and agrees with the FCA's assessment that the current
framework creates unnecessary friction for authorised AlFs investing in private market assets.
Increased legal, financial and potential criminal liabilities associated with holding legal title to
certain assets, particularly UK real estate, risks undermining authorised AlFs' ability to invest in
these asset classes. We therefore welcome the FCA's proposals to address this by permitting
delegation of certain registration and custody functions

AIMA also supports the FCA's proposal to proceed at the earliest opportunity. As recognised in
the consultation paper, there is a material risk that, absent any changes to the current rules, some
depositaries may become unwilling to provide services to authorised AlFs investing in certain
private market assets. This could adversely affect both existing investments via forced asset sales,
as well as act as a brake on future investment activity. Timely implementation will help mitigate
these risks and provide greater certainty to market participants. We therefore support the FCA
proceeding at the earliest opportunity.

While we are broadly supportive of the proposals, we would encourage the FCA to consider further
guidance in two areas.

"The Alternative Investment Management Association (AIMA) is the global representative of the alternative investment
industry, with around 2,100 corporate members in over 60 countries. AIMA's fund manager members collectively manage
more than US$2.5 trillion in hedge fund and private credit assets. AIMA draws upon the expertise and diversity of its
membership to provide leadership in industry initiatives such as advocacy, policy and regulatory engagement,
educational programmes and sound practice guides. AIMA works to raise media and public awareness of the value of
the industry. AIMA set up the Alternative Credit Council (ACC) to help firms focused in the private credit and direct
lending space. The ACC currently represents over 250 members that manage US$600 billion of private credit assets
globally. AIMA is committed to developing skills and education standards and is a co-founder of the Chartered
Alternative Investment Analyst designation (CAIA) - the first and only specialised educational standard for alternative
investment specialists. AIMA is governed by its Council (Board of Directors). For further information, please visit AIMA's
website, www.aima.org.

The Alternative Investment Management Association Ltd

Registered in England as a Company Limited by Guarantee, No. 4437037. VAT Registration no. 577 5913 90. Registered Office as above.




AIMA

1. Consent requirements

The proposed framework requires that legal title to relevant assets cannot be transferred, and that
control of an AFM affiliate acting as delegate cannot change without the depositary's prior written
consent.

We support the policy objective underpinning these requirements. However, the consultation
provides limited detail regarding the mechanisms that would satisfy consent requirements. While
the consultation gives one example of how a change of control restriction might be implemented,
there is considerably less clarity regarding acceptable arrangements for preventing title transfers.

Greater guidance from the FCA, developed in consultation with industry, on acceptable
implementation approaches, or industry standard safe harbours, would help reduce any uncertainty
and associated costs.

2. External legal advice requirements

We also note the requirement proposed within the draft rules that depositaries obtain external legal
advice confirming that delegation arrangements satisfy the relevant conditions.

The requirement for independent legal advice is understandable given the importance of the
safeguards being introduced. However, the consultation does not specify the expected scope of
that advice or the level of assurance. In practice, differing approaches by advisers may create
uncertainty for firms and potentially lead to inconsistent outcomes across otherwise similar
structures. We would also note that absent greater clarity on this point, the costs of obtaining the
legal advice per delegation may be higher than estimated by the FCA when preparing these
proposals.

We therefore encourage the FCA to provide clarity on this element of the proposals — potentially
through a standard opinion form template or further guidance on the expected content — following
further consultation with industry.

Thank you for considering our response. My colleague Erin Smith, Analyst Private Credit
(esmith@aima.org) would be pleased to discuss these further or provide further information.

Yours sincerely,
Nicholas Smith

Managing Director, Private Credit



