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UCITS IV Process — Areas Covered

e Management Company Passport
— Giving reality to the MCP passport

e Mergers of UCITS
— To promote consolidation

* Master Feeder
— Introduced to facilitate asset pooling

e KID (Key Investor Documentation)
— Replacing the simplified prospectus

¢ Notification
— Moving from substantial re-approval to a real notification

e Supervisory cooperation
— Improving co-operation



UCITS IV Process — How We Got There

2005: Green Paper on the enhancement of the EU framework for investment funds
2006: EC’s White Paper on enhancing the single market framework for investment funds
2007: EC’s initial orientations for possible adjustments of the UCITS Directive

July 2008: Proposed UCITS IV package

October 2008: CESR advice on the MCP

December 2008: ECOFIN approval of UCITS IV

January 2009: European Parliament’s approval of UCITS IV



UCITS IV Process — Current Status

The current text should be substantially definitive

3Q09: Expected adoption

2009-2010: Level 2/Level 3 activity

2011: Coming into force



The Management Company Passport (MCP) — Background

e What is the Management Company Passport (MCP)?

e Recent history of the MCP
— Evolution from UCITS Il to UCITS IV
— Potential discord amongst Member States
— EU Commission & Committee of European Securities Regulators (CESR)
— Level 1 Directive agreed by European Parliament
— Level 2 Measures

e CESR Advice



The MCP — Definition of domicile

e Management company:
— Domicile
— Home Member State regulator approval

e UCITS:
—  Contractual UCITS domicile
—  Corporate UCITS domicile
— Home Member State regulation

e Depositary:
— Must be either registered or established (branch) in the UCITS Home Member State.

e Local contact:
— Management Company local representation



The MCP — Applicable law and allocation of supervisory responsibilities

Where a Management Company wishes to provide cross-border services to UCITS domiciled in another
Member State, It will be required to follow 2 sets of Rules:

1. Rules established in the UCITS Home Member State:
Includes:
= |nitial set up and authorisation of the UCITS
=  Day-today operation of the UCITS
=  Disclosure & Reporting
= Reconstruction, Winding up
=  Relationship with unitholder

2. Rules established in the Management Company’s Home Member State:
= QOrganisation of the Management Company, including delegation arrangements
=  Risk management procedures
=  Prudential Rules and supervision
= Administrative and accounting procedures
=  Reporting requirements



The MCP — Authorisation procedures

Authorising cross border UCITS:

e UCITS authorisation: Home State regulator approval of fund rules, choice of Management Company and choice
of the Depositary

e Before refusing an approval, the UCITS Home State regulator is required to consult with the Management
Company Home State regulator

e Limited scope for UCITS Home State regulator to refuse authorisation

e The UCITS regulator may take measures against a foreign Management Company, these must be effective,
proportionate and dissuasive

®* May include the withdrawal of the Management Company’s authorisation



The MCP — Operational arrangements

Information flow arrangements:

e  Enhanced information exchange obligations between authorities
—  Approval
— Non-Compliance

e Information flow between Management Company and Host State regulator
— Periodical reporting to Host State regulator
— Information necessary for the monitoring of rule compliance

° Information flows between Depositary and Management Company
— A written agreement between the parties

— The European Commission may take Level2/Level3 initiatives to clarify details to be included in such
agreements.



The MCP — Outsourcing

Strictly speaking no new rules are introduced, however the MCP substantially modifies the appetite for delegating
certain functions as economies of scale may now be generated.

e Delegating arrangements are under the responsibility of the Management Company Home State regulator
e Delegating arrangements (and amendments thereto) shall be notified to the UCITS Home State regulator

e  However as under UCITS Ill, the fact that some activities are delegated by the Management Company shall not
affect the depositary’s liability, nor the Management Company shall delegate activities to the extent that it
becomes a letter-box entity.
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The MCP — MCP Level 2 Measures
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CESR Call for evidence issued 17" February 2009

Part | requests technical advice on areas where the Commission is obliged to adopt implementing measures:
=  Organisational requirements and conflicts of interest for management companies
=  Rules of conduct and conflicts of interest for management companies
=  Risk management
=  Measures to be taken by Depositaries
= On the spot verification and investigation
= Exchange of information between competent authorities

Responses due by 31st March 2009



The MCP — Opportunities

MCP will provide Fund Managers / Sponsors with a number of opportunities:

° Structural Cost Efficiencies
— Consolidation
—  Outsourcing

e  Fund Range Consolidation

° Pooling, Master Feeder Structures
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The New UCITS Merger Regime — Transactions Covered

Three possible techniques for merging UCITS
e Merger by absorption
e Merger by creation of a new fund

e Scheme of amalgamation
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The New UCITS Merger Regime — Right to Merge and Merger Process

e Introduction of a a “right to merge”
e Approval of a merger under national laws

®* Merger process
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The New UCITS Merger Regime — Contents of the Merger File

Composition of the Merger File

e Common draft terms of the merger

® Prospectus and key investor information
® Unitholders information

e Depositaries statement

No additional information may be required by Member State regulators
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The New UCITS Merger Regime — Role of the Depositaries

1. Merger file
— Statement from the Depositaries
= Type of the merger and UCITS involved
= Effective date of the merger
= Applicable rules for the transfer of assets and the exchange of units

2. Validation by a Depositary (or alternatively, an Auditor) of
= The criteria adopted
= Cash payment per unit
= Exchange ratio
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The New UCITS Merger Regime — Investor Information

e |nformation on the proposed merger
e Right to repurchase/redeem/convert existing units

* Availability of merger information
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The New UCITS Merger Regime — Opportunities and Costs
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Simplification of existing structure
Distribution considerations
Legal, advisory and administrative costs

Past performance to be addressed



Master-feeder Structures Under UCITS IV — Basic Principles

e Minimum investment thresholds: 85% plus 15% “free” assets
e Aggregated derivatives exposure
e No “circular” structures

e Distinct notification processes
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Master-feeder Structures Under UCITS IV — Example

Cross-border Structure Combined with Virtual Pooling

Feeder UCITS 1
(Country B)

<=15%
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Master UCITS

(Country A)

>=85% >=85%

Feeder UCITS 2
(Country C)

<=15%

Liquid Assets or FDIs Only
(Virtually Pooled)

Eligible Assets (As Per
Standard UCITS Rules)

>=85%

Feeder UCITS 3
(Country C)

<=15%



Master-feeder Structures Under UCITS IV — Approval Process

e Regulatory approval prior to the Feeder investment into the Master

e |[nitial investment approval subject to some basic requirements
— Documentation requirements
— Contractual requirements
— Investor information requirements
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Master-feeder Structures Under UCITS IV — Common Provisions

Information sharing between Master and Feeder to enable them complying with the Directive

Rules to avoid market timing/arbitrage opportunities

Rules on suspension of issues or redemption of units

Special rules in case of Master’s liquidation

Special rules in case of Master’'s merger
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Master-feeder Structures Under UCITS IV — Depositaries and Auditors

¢ [nformation share agreement between Depositaries
— Not subject to secrecy/data protection laws
— Support by the Feeder's Management Company

e [nformation/reporting obligations
— On the Depositary of the Master
— Possible EC regulatory initiatives

¢ [nformation share agreement between Auditors
— Consideration of the Master’s audit report
— Ad-hoc Master’s audit report may be required
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Master-feeder Structures Under UCITS IV — Communication and Information

® Feeder’s prospectus
— Must contain compulsory information/disclosures
— Must include indications on aggregated charges and tax implication of the structure

e Feeder’'s Annual report
— Focus on charges

e Other information
— Period updates
— Marketing communication
— Ad-hoc information
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Master-feeder Structures Under UCITS IV — Conversions

1. Normal UCITS converting into a Feeder

2. Feeder changing Master of reference

In both cases, the following applies

* Investor information requirements and exit rights

® Regulatory notifications for funds distributed in multiple jurisdictions
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Master-feeder Structures Under UCITS IV — Obligations and Authorities

* Monitoring
— The Feeder shall monitor effectively the Master

* Fees, commissions, benefits
— Must be paid into the Feeder’s assets

e Regulatory reporting
— Notification to the Regulators and procedures in cross-border structures

e [nformation
— The Master must make information available to the interested parties

e Breaches and issue of non-compliance
— In case of single-country structures
— In case of cross-border structures
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Master-feeder Structures Under UCITS IV — Information Flows in Cross-border

Structure
Master UCITS (Country A)
ManCo Auditor Depositary Regulator

Master-Feeder Notification of any

agreement Information Information decision, measure,
between UCITS . : observation of

sharing sharing agreement : :
and/or ManCos, non-compliance with
agreement between

or conduct of
business rules

ManCo

between auditors

Auditor

depositaries

Depositary

the directive in
terms of M/ F
structures

Regulator

27

Feeder UCITS (Country B)




Master-feeder Structures Under UCITS IV — Final Considerations

1. Pooling technique only
2. Not for all promoters, complex
3. Cost effectiveness to be assessed

4. Some areas still require clarifications
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UCITS IV — Concluding Remarks

1. Considerable step forward and move from a pure product-focused Directive to a more service-focused Directive
2. Tools are available to facilitate the consolidation of funds and reduce their manufacturing costs
3. However implementation costs may still be an issue, and distribution costs may not be materially reduced

4. Requires significant clarification exercise also in areas not directly impacted by UCITS IV amendments
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be
used or relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby
("Transaction"). Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a
financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law
or regulation, you agree to keep confidential the information contained herein and the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as
the legal, tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you
are not relying on us for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and
accounting advice and (d) you should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these
matters. By acceptance of these materials, you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we
hereby confirm that no participant in any Transaction shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID
number. We may also request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any
time without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative
model which represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment
as of the date hereof and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position
in any such instrument at any time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or
indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated
for specific recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and
procedures designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.

© 2009 Citibank, N.A. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

In January 2007, Citi released a Climate Change Position Statement, the first US financial institution to do so. As a sustainability leader in the financial sector, Citi has taken concrete steps to address this important issue of climate
change by: (a) targeting $50 billion over 10 years to address global climate change: includes significant increases in investment and financing of alternative energy, clean technology, and other carbon-emission reduction activities; (b)
committing to reduce GHG emissions of all Citi owned and leased properties around the world by 10% by 2011; (c) purchasing more than 52,000 MWh of green (carbon neutral) power for our operations in 2006; (d) creating
Sustainable Development Investments (SDI) that makes private equity investments in renewable energy and clean technologies; (e) providing lending and investing services to clients for renewable energy development and projects; (f)
producing equity research related to climate issues that helps to inform investors on risks and opportunities associated with the issue; and (g) engaging with a broad range of stakeholders on the issue of climate change to help advance
understanding and solutions.

Citi works with its clients in greenhouse gas intensive industries to evaluate emerging risks from climate change and, where appropriate, to mitigate those risks.

efficiency, renewable energy & mitigation



