Fund Pre-Inception Readiness Review
Annex to application file for approval of Choose an item.
	Fund name:
	     

	Fund CSSF ID number (if Fund already existing):
	[bookmark: undertaking]     

	Fund type:
	UCITS

	Additional Sub-fund(s) name(s) (if Fund already existing):
	     

	This Fund Pre-Inception Readiness Review form is to be filled in by the Investment Fund Manager contemplated to manage the new Fund/Sub-fund(s) to support the authorisation process. It provides status and feedback on completed readiness reviews regarding the setup, authorisation and functioning of the new Fund/Additional Sub-fund(s) to be managed[footnoteRef:1]. [1:  Applicable, according to regulation, to IFMs having their registered office in LU and, by virtue of Article 122(2)(a) of the Law of 17 December 2010, to IFMs pursuing activity under the freedom to provide services.] 


	Definitions:

	2010 Law
	Law of 17 December 2010 relating to undertakings for collective investment

	AML/CFT
	Anti-Money Laundering and Countering the Financing of Terrorism

	Circular CSSF 08/380
	Circular CSSF 08/380 - Guidelines of the Committee of European Securities Regulators (CESR) concerning eligible assets for investment by UCITS

	COI
	Conflict Of Interest

	CSSF
	Commission de Surveillance du Secteur Financier

	EMIR
	European Market Infrastructure Regulation (EU) No 648/2012 of the European Parliament and of the Council of 4 July 2012

	ESMA
	European Securities and Markets Authority

	ESMA Guidelines on performance fees
	ESMA Guidelines on performance fees in UCITS and certain types of AIFs (Reference: ESMA34-39-992)

	Grand-ducal Regulation of 8 February 2008
	Grand-ducal Regulation of 8 February 2008 relating to certain definitions of the amended Law of 20 December 2002 on undertakings for collective investment and implementing Commission Directive 2007/16/EC of 19 March 2007 implementing Council Directive 85/611/EEC on the coordination of laws, regulations and administrative provisions relating to undertakings for collective investment in transferable securities (UCITS) as regards the clarification of certain definitions

	HWM
	High-Water Mark

	IFM
	Investment Fund Manager (Management Company or AIFM) or the Fund itself where there is no external IFM

	NAV
	Net Asset Value

	NCA
	National Competent Authority

	PRIIP KID
	Key Information Document for a Packaged Retail and Insurance-based Investment Product within the meaning of Regulation (EU) No 1286/2014 of the European Parliament and of the Council of 26 November 2014 on key information documents for packaged retail and insurance-based investment products (PRIIPs)

	RMP
	Risk Management Process according to the applicable CSSF regulations and/or circulars

	SFDR
	Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on sustainability-related disclosures in the financial services sector

	SFT
	Securities Financing Transaction

	SFTR
	Regulation (EU) 2015/2365 of the European Parliament and of the Council of 25 November 2015 on transparency of securities financing transactions and of reuse and amending Regulation (EU) No 648/2012

	STSSR
	Regulation (EU) 2017/2402 of the European Parliament and of the Council of 12 December 2017 laying down a general framework for securitisation and creating a specific framework for simple, transparent and standardised securitisation

	TRS
	Total Return Swap

	UCITS
	Undertaking for Collective Investment in Transferable Securities subject to Part I of the 2010 Law



	Ref.
	Description
	Status[footnoteRef:2] [2:  In case of a No or N/A (not applicable) selection, provide a comment under Comment(s), where relevant.] 

	Completed by[footnoteRef:3] / Comments [3:  Always provide the name(s) of the individual responsible signatory(ies) of the IFM or (a) responsible signatory(ies) of the internal committee(s) of the IFM.] 


	1
	Initiator

	1.1
	The initial due diligence performed on the initiator has been completed by the IFM and is available to the CSSF upon request.
	Please select
	[Name(s)] – [Comment(s)]

	1.2
	The initial due diligence on the initiator passed the IFM approval committee criteria and resulted in a formal approval to manage the Fund/Sub-fund(s) of the initiator.
	Please select
	[Name(s)] – [Comment(s)]

	1.3
	The development plan(s) of the Fund/Sub-fund(s) under approval lead(s) to the conclusion of a viable[footnoteRef:4] investment proposal for targeted investors. [4:  In the sense that the interests of the Fund are safeguarded and associated costs do not have an excessive impact on the performance of the Fund/Sub-fund(s).] 

	Please select
	[Name(s)] – [Comment(s)]

	1.4
	A process for the ongoing monitoring and periodic review of the initiator has been established by the IFM.
	Please select
	[Name(s)] – [Comment(s)]

	2
	Conflicts of interest (COI), risk management, liquidity management and valuation of assets

	2.1
	Risks of potential COI have been assessed, identified (if any), mitigated and covered by COI policies available to the CSSF upon request.
	Please select
Please select
	[Name(s)] – [Comment(s)]

	2.2
	An adequate RMP of the IFM is in place to monitor and manage any risks to which the Fund/Sub-fund(s) may be exposed, including integration of sustainability risks[footnoteRef:5]. [5:  In case of a major or minor update, provide under Comments the reference number (if any) and issue date of the last RMP version lodged with the NCA of the IFM (specify section(s) of update, where relevant).] 

	Please select
	[Name(s)] – [Comment(s)]

	2.3
	Adequacy of the liquidity profile of investments with redemption policy and/or distribution of capital policy, as laid down in the constitutive documents or the prospectus/issuing document, is ensured.
	Please select
	[Name(s)] – [Comment(s)]

	2.4
	The IFM has established, implements, and maintains a robust liquidity stress testing framework. This framework is fully integrated into the Fund's risk management system and is appropriate to the nature, scale, and complexity of the Fund/Sub-fund(s).
	Please select
	[Name(s)] – [Comment(s)]

	2.5
	Valuations of assets (following a valuation policy consistent with the   constitutive documents as well as the investment policy(ies)) and calculations of the NAV per unit or share are made at a frequency both appropriate to the assets held or intended to be held by the Fund/Sub-fund(s) and to the issuance and redemption frequency(ies).
	Please select
	[Name(s)] – [Comment(s)]

	2.6
	The valuation function is performed independently from portfolio management, and the appointment of any external valuer (if any) complies with the initial and ongoing due diligence requirements.
	Please select
	[Name(s)] – [Comment(s)]

	3
	Costs and fees

	3.1
	Fees or commissions deducted from the assets of the Fund/Sub-fund(s) in remuneration or compensation of a service provided to the Fund/Sub-fund(s) or their investors do not give rise to undue cost[footnoteRef:6]. [6:  The notion of undue cost should primarily be assessed against what should be considered the best interest of the Fund/Sub-fund or its investors (i.e. it is consistent with the investment objective of the Fund/Sub-fund(s); it does not prevent the latter to achieve such an objective; it is consistent with the characteristics of the Fund/Sub-fund(s) it ensures investors’ equal treatment (unless otherwise disclosed); and all charged costs are based on reliable documentation).] 

	Please select
	[Name(s)] – [Comment(s)]

	3.2
	The costs/fees are consistent between the constitutive documents, prospectus/issuing document and PRIIP KID.
	Please select
	[Name(s)] – [Comment(s)]

	3.3
	The existence, nature and the maximum amounts of charges and expenses which are directly or indirectly borne by investors are clearly disclosed to them in a manner that is comprehensive, accurate and understandable for the targeted investor type(s).
	Please select
	[Name(s)] – [Comment(s)]

	3.4
	Any performance fees applied have been reviewed and comply with the ESMA Guidelines on performance fees (five principles).
	Please select
	[Name(s)] – [Comment(s)]

	3.5
	Where the Fund/Sub-fund(s) applies performance fees and falls within the scope of the ESMA Guidelines on performance fees, the IFM ensures, in relation to the relevant Fund/Sub-fund(s), compliance with the said guidelines and inter alia with the following disclosure requirements:
1) The prospectus informs investors about the existence of performance fees and sets out all necessary information to enable them to properly understand the performance fee model and the computation methodology.
The prospectus includes a description of the performance fee calculation method, with specific reference to the following elements:
· the date at which the performance fee is paid;
· the reference indicator to measure the relative performance of the Fund/Sub-fund(s);
· the crystallisation frequency at which the accrued performance fee, if any, becomes payable to the fund manager;
· the performance reference period;
· the performance fee rate;
· the computation frequency (which should coincide with the calculation frequency of the NAV).
2) Regarding the reference indicator, the prospectus clearly states whether this reference indicator is an index, a HWM, a hurdle rate or a combination (and includes the required information in case the Fund/Sub-fund(s) is managed in reference to a benchmark index or in case the Fund/Sub-fund(s) is not managed in reference to a benchmark index).
3) Regarding the crystallisation frequency, the prospectus clearly states that the frequency for crystallising the performance fee and transferring the amount earned in such fees to the fund manager should not be more than once a year, except derogations as foreseen under the ESMA Guidelines on performance fees.
4) Regarding the performance reference period, the prospectus clearly states that the performance fee should only be payable in circumstances where positive performance has been accrued during the performance reference period. Any underperformance or loss previously incurred during the performance reference period must be recovered before a performance fee becomes payable.
The prospectus also mentions the length of the performance reference period which, if shorter than the whole life of the Fund/Sub-fund(s), should be set equal to at least five years on a rolling basis (except derogations as foreseen under the ESMA Guidelines on performance fees).
In addition, the prospectus includes a prominent warning to investors in case a Fund/Sub-fund(s) allows for a performance fee to be paid also in times of negative performance and clearly indicates that the excess performance should be calculated net of all costs.
5) The prospectus includes concrete examples (in addition to the description of the performance fee model) of how the performance fee will be calculated (to provide investors with a better understanding of the performance fee model), the potential impact of the performance fee model on the investment return, especially where the performance fee model allows for performance fees to be charged even in case of negative performance.
6) The PRIIP KID clearly sets out all information necessary to explain the existence of the performance fee, the basis on which the fee is charged and when the fee applies.
	Please select
	[Name(s)] – [Comment(s)]

	3.6
	Any performance fee model applied is consistent with the investment objectives, strategy and policy, and incentive for the IFM is reasonable and aligned with the interests of the investors.
	Please select
	[Name(s)] – [Comment(s)]

	4
	Delegation of function(s)

	4.1
	Initial and ongoing due diligence performed regarding the appointed delegates have been finalised, approved, and are available to the CSSF upon request.
	Please select
	[Name(s)] – [Comment(s)]

	4.2
	Operational procedures covering the oversight arrangements with the delegates have been formalised at Fund and/or IFM level.
	Please select
	[Name(s)] – [Comment(s)]

	4.3
	Due diligence on the delegates fulfilled the IFM’s compliance and fit & proper criteria.
	Please select
	[Name(s)] – [Comment(s)]

	4.4
	The rationale of the entire delegation chain has been objectively justified and does not prevent the IFM from ensuring effective ongoing oversight or cause the IFM to become a letterbox entity.
	Please select
	[Name(s)] – [Comment(s)]

	4.5
	Potential COI arising from delegation or sub-delegation have been identified, mitigated, and covered by applicable policies.
	Please select
Please select
	[Name(s)] – [Comment(s)]

	5
	Investment objective, policy, diversification and limits

	5.1
	The risk profile and qualitative risk appetite for all significant risks have been validated by the IFM’s management body.
	Please select
	[Name(s)] – [Comment(s)]

	5.2
	Compliance of investment objectives and diversification limits with applicable laws, CSSF circulars and sustainability risk regulations has been confirmed.
	Please select
	[Name(s)] – [Comment(s)]

	5.3
	Initial due diligence on securitisation positions under the STSSR has been performed at IFM level.
	Please select
	[Name(s)] – [Comment(s)]

	5.4
	Written ongoing monitoring procedures for securitisation positions and underlying exposures have been established at IFM level.
	Please select
	[Name(s)] – [Comment(s)]

	5.5
	A stress testing programme for underlying exposures of securitisation investments is active at IFM level.
	Please select
	[Name(s)] – [Comment(s)]

	5.6
	Internal risk reporting on securitisation positions is regularly submitted to the IFM’s management body.
	Please select
	[Name(s)] – [Comment(s)]

	5.7
	The due diligence performed with regard to the compliance of the markets on which the financial instruments are traded, in line with Article 41 of the 2010 Law, has been performed and is available to the CSSF upon request. Please provide in the Comments box, the date, names and functions of signatory persons or validators of the due diligence. 
	Please select
	[Name(s)] – [Comment(s)]

	5.8
	Please provide the status of specific financial index eligibility table(s)[footnoteRef:7] for any Sub-fund(s) contemplated to make use of financial indices. [7:  If applicable, eligibility tables must be available at first file submission for all Sub-funds.] 

	Please select
	[Name(s)] – [Comment(s)]

	5.9
	Please provide the status on leverage questionnaire[footnoteRef:8] for any Sub-fund(s) contemplated to make use of leverage above 600%. [8:  If applicable, leverage questionnaire must be available at first file submission for all Sub-funds.] 

	Please select
	[Name(s)] – [Comment(s)]

	5.10
	Operational procedures and EMIR oversight arrangements are in place to ensure full compliance with clearing and reporting obligations.
	Please select
	[Name(s)] – [Comment(s)]

	5.11
	Crypto-assets exposure: indirect exposure to crypto-assets is limited to 10% of the NAV of the Sub-fund(s). Such instruments qualify and will at all times continue to qualify as transferable securities under Article 1(34) of the 2010 Law, Article 2 of the Grand-ducal Regulation of 8 February 2008 and point (17) of Circular CSSF 08/380, and do not embed derivatives in accordance with Article 10 of Grand-ducal Regulation of 8 February 2008.
	Please select
	[Name(s)] – [Comment(s)]

	6
	Investor information

	6.1
	Compliance of the constitutive documents with applicable laws and regulations has been reviewed and is confirmed.
	Please select
	[Name(s)] – [Comment(s)]

	6.2
	Compliance and transparency of the prospectus/issuing document with the applicable laws and regulations have been reviewed and are confirmed.
	Please select
	[Name(s)] – [Comment(s)]

	6.3
	Strict compliance with SFDR disclosure requirements (Articles 3, 4, 5, and product categorisation under Articles 6, 8, or 9) is ensured across all documents and the website.
	Please select
	[Name(s)] – [Comment(s)]

	6.4
	Compliance and transparency of the PRIIP KID with the applicable laws and regulations have been reviewed and are confirmed.
	Please select
	[Name(s)] – [Comment(s)]

	6.5
	Full consistency among constitutive documents, prospectus/issuing document, PRIIP KID, website disclosures, and marketing communications is confirmed.
	Please select
	[Name(s)] – [Comment(s)]

	6.6
	The prospectus specifies the SFTs and TRSs which the IFM is authorised to use, includes a clear statement that those transactions and instruments are used, as well as the data provided for in Section B of the Annex of the SFTR.
	Please select
	[Name(s)] – [Comment(s)]

	7
	AML/CFT

	7.1
	Status of the CSSF AML/CFT Investment Fund Market Entry Form (MEF).
[See FAQ regarding the AML/CFT Market Entry Form (Funds and IFMs) for more information.]
	Please select
	[Name(s)] – [Comment(s)]
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Note:
For applications within the scope of eDesk, this document must be uploaded in PDF-text format via the relevant tab on eDesk. For all applications outside of eDesk, the transmission is required in PDF-text format via email to the respective generic email address.
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