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Introduction to AlF

Alternate Investment Fund {“AIF”) under Regulation 2(1) (b) of the Securities and Exchange Board of India (AIF) Regulation, 2012
means any fund established or incorporated in India in the form of a trust or a company or a Limited Liability Partnership (LLP) or a
body corporate which,

is a privately pooled investment vehicle which collects funds from investors, whether Indian or Foreign, for investing in
accordance to a specific investment policy for the benefit of its investors; and

is not covered under the Securities and Exchange Board of India (Mutual Funds) Regulations, 1996, Securities and Exchange Board
of India (Collective Investment Schemes) Regulations, 1999 or any other regulations of the Board to regulate fund management
activities.

Exemptions: Following shall not be treated as fund

Family Trust

ESOP trust

Employee welfare trust
Securitization trust



Leal Structure of AlF

Domestic investors International Investors

Service providers Subscriptions

India Juris
(Legal & tax advisors)

Investment Manager

SEBI regulated Trustee

(trustee/fund administration) ; F U N D
— FUND Sponsor
Nationalised Banks
(bank/custodian) Structured Equity
Investment companies
\/

START-UPS /
Companies
(across all
sectors)
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Cateories of AlF

Category-l AIF- AlFs which invest in a start-up or early-stage ventures or social ventures. Venture capital funds, SME fund, social
venture funds, infrastructure funds, etc. fall under this category. The funds for which the SEBI or Government of India (GOI) or other
regulators in India might consider providing incentives or concessions are included under this category.

Category-ll AIF- AIF under this category includes debt funds or private equity funds, which receive no specific incentives or
concessions from the GOl or any other regulator. The various types of funds, such as real estate funds, private equity funds (PE funds),
funds for distressed assets, etc., are registered as Category Il AlF.

Category-Ill AlIF- Alternative Investment funds, like hedge funds and funds which trade to make short-term returns, fall under this
category.



Categories of AlIF — Which One to Choose

Category | AIF Category Il AIF Category Il AIF

Categorization

SEBI Registration Fees

Continuing Interest by Sponsor
/ Manager

Ability to invest in Listed
Securities

Restrictions & Compliances

Qualified Institutional Buyer
(QIB) Status

Diversification

Close Ended/Open Ended

Angel Fund Private Equity Funds;
- Venture Capital Funds; - Structured Credit Funds;
- SME Funds; - Debt Funds;
- Social Venture Funds; and - Real Estate Funds.

- Infrastructure Funds.

Rs.5.00 Lakhs (Rs. 2.00 Lakhs for Angel Fund) Rs.10 Lakhs
Lower of the following amounts: Lower of the following amounts:
- 2.5% of corpus; or - 2.5% of corpus; or

= Rs.5 crores = Rs.5 crores

- (Rs. 50 lakhs for Angel Fund)

Limited ability for listed investments. Upto 49.99% investments can

Different norms across sub-categories. technically be done in listed securities.
Moderate Low

Yes Yes

[No lock in for investment made priorto IPO  [No lock in for investment made prior to

if held for at least one year] IPO if held for at least one year]

Not more than 25% of the Investible Funds can be invested in a single Portfolio Entity

Close Ended Close Ended

Long only Funds;

- Long-short Funds;

- Hedge Funds and any other Funds with diverse
and complex trading strategies.

Rs.15.00 Lakhs

Lower of the following amounts:
- 5% of corpus; or
- Rs.10 crores

Investments upto 100% can be made in listed
securities.

High

Yes

Not more than 10% of the Investible Funds can be
invested in a single Portfolio Entity.
Open or Close Ended



Thresholds under AlF

* Each AIF Scheme should have a corpus of at least Rs. 20 crores (Rs. 5 crores for Angel Fund)

* Each investor in AIF should commit to invest of at least Rs. 1 crore (Rs. 25 lakhs for Angel Fund)

* An employee or director of the Manager of AIF can invest Rs. 25 lakhs or more

* An employee of the Manager participating in the profits/carry of the AIF need not make any investment
* No AIF Scheme can have more than 1,000 investors (200 investors for Angel Fund)

* Category-l AIF & Cat-Il AIF shall have minimum tenue of 3 years (maximum 5 years for Angel Fund)



AlF Registration with SEBI

Eligibility Criteria for AIF Registration:

* An entity shall be restricted through its MOA & AOA to invite the public to subscribe to its shares.

*  Maximum number of investors shall not at any time exceed 1000.

* Trust Deed/Partnership Deed to be registered under Registration Act 1908.

* A partnership deed is compulsorily furnished in case the applicant is LLP, and such deed shall be duly registered under the LLP Act 2008.

Investors of AIF shall be either Indian or Non-Resident Indian.

* The minimum corpus for any AIF must be a minimum of 20 crores.

Process of registration:

* Registration required on SEBI online portal and online payment of Rs. 1 lakh application fee

* Uploading of Form A on SEBI portal along with final PPM and copy of executed Trust Deed and requisite declarations/undertakings

* The entire registration process generally takes 3 to 5 months



Forein Investment in AlF

* 100% FDI is permitted under automatic route in all the Categories of AlFs.

* Interms of FEMA20 Regulations, if the Sponsor and Manager (both) are “Owned and Controlled” by Indian resident citizens, then the

AIF does not need to follow FDI downstream investment norms.

* The extent of foreign investment in the corpus of the AIF will not be a factor to determine as to whether downstream investment by

the AIF is foreign investment or not.*

* Downstream investment by an AIF that is reckoned as foreign investment shall have to conform to the sectoral caps and conditions /

restrictions, if any, as applicable to the company in which the downstream investment is made.

*As a special condition, a Category Ill AIF with any foreign investment shall make portfolio investment in only those securities or

instruments in which a FPI is allowed to invest under the FEMAZ20 Regulations.



How India Juris can heI

Scope of Work Documents required & action to be taken

1. Drafting (including trust deed & PPM) and Filing of all Details of applicant name, address etc.

documents related to proposed fund Registration certificate of the Company.
Partnership deed in case of an LLP

Trust deed incase applicant is a trust.
Business strategies and investment plan.
Draft copy of placement memorandum
Financial statements

Past work profile of the sponsor

2. Assistance in formation of fund entities

3. Providing clarification to SEBI and assistance till grant of
registration

4. Advise and guidance of best practices during the process

S

5. End-to-end support

Professional fee- India Juris shall charge most competitive fixed professional fee for the assignment. All out of pocket
expenses are charged extra in addition to above fee at actuals.

Sameer Rastogi Shivram Ganesan

M:9818685399 M:9924315536
srastogi@indiajuris.co.in sganesan@indiajuris.co.in

Key Contacts :
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Advising clients across the
Globe on most complex
transactions and disputes

-

F-116, LaJpat. Nagar-1, New Delhi-110024
Ph: +91-11- 2981\4816 29814817, 49873283
Emall newdel@rém\qajurls com
. -

A
Unit No. FF38 Pragya\AcceIerator Block-15,
. Zone-1, Road No\ii,.Processmg Area GIFT

B ~ |¥SEZ GIFT City, Gandhinagar - 382355
" Qe - s jarat, Indla) ‘ _\
- el i‘f«gﬁftmty@lndlajwls com

! e

fklzzhubﬁ\sblre Center #36, 1st Floor

&th ad, Ejipura, anmangala Bengaluru-
5600 4 ‘Karnataka

Ph: 8 197211

Email -?engaluru@mdla{urls .com

434-435, 4th Floor, Vipl}f Trade Centre
Sec-48, Sohna Road, Gurgaon, Haryana, India
Ph: +91-124-4385072 o'

Email: gurgaon@indiajuris.com

Maharashtra, India
Email: mumbai@indiajuris.com

Disclaimer: Nothing contained
qualified counsel. India Juris shall

ient shall be deemed or construed as legal advice. Readers are suggested to take appropriate legal advice from the
lity whatsoever with respect to any action or omission done by any person based on this document.

Technopolis Knowledge Park, 5th floor, Mahakali Caves
Road, Chakala, Andheri - (East), Mumbai- 400093,

Making business
decisions easier

INDIA JURIS

India’s leading international law firm
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