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1. What is a regulatory hosting
platform?

If you are based in the UK and you feel the time is
now foryou to establish yourinvestment advisory
business or your investment management business
oryou are wanting to market your investment fund

in the UK, with the opportunity cost being too great
to wait 6-9 months for your FCA application to be
approved, you should consider using a UK regulatory
hosting platform (“Platform").

A Platform can give you the opportunity to carry
out UK regulated activities with the necessary FCA
permissions without, or prior to, you needing to
obtain direct authorisation in your own right.

The Platform will take its regulatory permissions
and let you use them in a manner which allows you
to carry outinvestment management, investment
advisory and/or marketing services while at the
same time retaining your own identity, ownership
and control.

Using a Platform does not make you FCA authorised.
It means you are using the Platform's FCA
authorisation - something which must be made very
clear on your website and all business materials/
interactions with investors and service providers.

2. What services does a
regulatory hosting platform
offer?

Typical services provided by platforms are:

* investmentadvice

* arranging investments

* investment management

e marketing

e AIFM and/or MiFID Il cover

If you want to be an investment manager, the
Platform will let individual investment managers use
its FCA permissions to manage investments via a
secondment of those individual managers to the host

firm. The secondment structure is there because
an AR can only give investment advice and arrange
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investments (which amounts to marketing). It cannot
actasaninvestment manager.

In each of these situations, it is the Platform which
enables you to carry out the relevant regulated
activities while avoiding both the regulatory burden
and the costs of becoming appropriately authorised.
In addition, you can also work within a much quicker
timeframe than if you were to seek authorisation
from the FCA directly.

With regard to the AIFM hosting services, the
Platform will act as the AIFM to the relevant fund and
will then delegate either the portfolio management
function or risk management function to you, on the
proviso that you are appropriately authorised by the
FCA. The alternative is to put in place secondment
arrangements, and these are described below.

Do note that in retaining the portfolio management
function or the risk management function, as the
case may be, the Platform will remain the AIFM.

3. How can a regulatory
hosting platform allow me to
dive investment advice, make
arrangements in investments
and market my fund?

Anyone who wants to conduct these regulated
activitiesin the UK generally needs to be authorised
by the FCA. The application process to become
authorised can be costly and time-consuming

(an application can take up to 6, 9 or possibly 12,
months) and the firm would need to meet all FCA
conditions itself.

These include putting up regulatory capital, having
a detailed business plan, having sufficient and
appropriately qualified investment staff, appointing
a compliance officerand a money laundering officer
and setting up its own offices.

If there is no immediate intention to manage
investments, then becoming an AR may be a

cost-effective solution. For more details on these
arrangements, please see "Cummings Pepperdine
on Appointed Representatives.”

Inshort, an AR is a person or firm who conducts

the regulated activities of giving investment advice
and making arrangements under the umbrella of

a firm directly authorised by the FCA. The directly
authorised firmis known as the AR's 'principal’

and this is the role commonly undertaken by

the Platform. Then, the Platform that takes full
responsibility for ensuring that the AR complies with
the FCArules and the AR is therefore able to carry
out advising and arranging services.

Please note that you cannot conduct any activity
which does not fall within the Platform's permission
and thatan AR is not able to be an investment
manager. The secondment route is commonly used
forinvestment management.

4. How can a regulatory
hosting platform allow me to
be an investment manager?

You can provide investment management services
to your own fund or other investment vehicle via a
Platform. In this situation, you would second the
relevant portfolio manager(s) to the Platform. The
Platform would act as investment manager to the
relevant fund while the fund's assets would be
managed by the secondees in accordance with your
own trading strategy. The secondees will need to be
FCA-approved persons and, if they are not already
approved, this may be facilitated by the host firm
upon agreement.

If you want to, you can always apply to the FCA
foryour own permission to manage investments
at a later date, or while you are entering the initial
arrangements with the Platform.

Whichever route you choose, the use of a Platform
does notimpinge your ability to establish and brand
a fund structure, market the fund and build up a track
record in your own name.



5. What legal documents do
I need?

Asyou would imagine, the contractual
arrangements are absolutely crucial and the
key points vary according to the service which a
Platform is providing.

Forinvestment advice and making arrangements
(in effect marketing), it's common to enterinto an
AR arrangement and there are two contracts that
you need.

Oneisthe AR agreement which faces the Platform.
There will be tailored commercial terms which you
and the Platform agree as well as those which the
FCA prescribe as mandatory.

You will also need a client facing agreement,

which is likely to be an investment advisory or
marketing/distribution agreement. While most

of the agreement will be unique to you and your
commercial arrangements, again some clauses are
mandatory under the FCA Rules.

Forinvestment management you will also need one
Platform-facing and one client-facing agreement.

You will need a secondment agreement between
you and the Platform as well as an investment
management agreement to be agreed between
the fund and the Platform (which will act as the
investment manager).

There will be a combination of FCA mandatory
terms and commercial terms in these documents.
The commercial terms will need to protect your
intellectual property and you may want to include
clauses which allow you to take your clients with
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you if you strike out alone and seek your own FCA
authorisation.

6. A final word

In 2023, the FCAreported that there are 2,600

FCA authorised investment managers and the AR
population of which was 994, representing 28%
(i.e. more than one in four) of all UK investment
managers. It's a well-trodden path and as a result of
which the FCA places great scrutiny on Platforms.
The FCA even have a dedicated AR department

for enhanced supervisory engagement which has
resulted in principals of Platforms terminating their
relationships with over 1,300 ARs between 1 July
2022 and 31 August 2023.

Anumber of Platforms have also applied, upon
“recommendations from the FCA" for the imposition
of requirements to restrict how they carry out their
business, and there have been many more informal
interventions from the FCA. We expect the FCA to
continue putting pressure on principals offering
Platforms and on ARs, particularly those with
secondment arrangements and those trading crypto
currencies. The result being you need to be fully
committed

Next steps

Ready to explore how our expertise can help

build your business? Reach out today -our teamis
standing by to craft solutions tailored specifically for
your needs.

info@cummingspepperdine.com
Phone: +44 (020) 3062 3340
www.cummingspepperdine.com

We have taken care with this document. However, it is written in general terms, is for general guidance, does not constitute advice in any form and its
accuracy cannot be guaranteed. You are strongly recommended to seek specific advice about its contents and to refrain from taking any action based on the

information it contains. No responsibility can be taken for any loss arising from its contents or from any action taken or refrained from on the basis of this

publication. Nothing within this document may be copied, re-printed or similar without prior written permission from Cummings Pepperdine Ltd. Company
number: 12558945 Registered office: Unit 7a Abbey Business Park, Monks Walk, Farnham, Surrey GU9 8HT.
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