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‘What you need to know about Form PF
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Introduction

* Regulators are instituting new information reporting requirements that affect
alternative asset managers. These new requirements will necessitate that firms assess
their data sources, reporting capabilities, related processes and controls.

» The requirements for Form PF cross functional lines of your organization and
require coordination across the multiple participants in the asset management
business.

* While onerous, Form PF can be a catalyst for positive change within your
organization. Changes in systems, processes and controls will produce better
information reporting with direct benefits to management reporting, investor reporting,
financial reporting and risk management. As a result, management will have better
tools to operate the business with greater precision, effectiveness and efficiency.

» PwC can help you prepare for and review your Form PF filing.
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| ] . .
Enhanced reporting and monitoring systemic risk through
Form PF

* In October 2011, the Securities and Exchange Commission (SEC) and the Commodity
Futures Trading Commission (CFTC) jointly adopted final rules to require registered
advisers to private funds to file new reports that would help assess systemic risk.

» The final rule implements Sections 404 and 406 of the Dodd-Frank Wall Street Reform
and Consumer Protection Act (Dodd-Frank or the Act), which require the SEC to
establish reporting and recordkeeping requirements for advisers to private funds.

» The information collected by the SEC from Form PF will be used by the Financial
Stability Oversight Council (FSOC) in monitoring systemic risk posed by the private
fund industry.

 The CFTC also adopted its new Rule 4.27, which requires private fund advisers that are
also registered as commodity pool operators or commodity trading advisors with the
CFTC to satisfy the CFTC’s systemic risk reporting requirements by filing Form PF.
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| .
How does Form PF impact asset managers?
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Significant Regulatory Obligations: This rule will impose significant obligations on
advisers to provide the government with ongoing insight into their activities. Advisers to
private funds, including hedge funds, private equity funds and liquidity funds, will have
to submit information to the government that was previously considered confidential.

Potential Use in Investor Protection: Advisers should expect that data on Form PF
will not be limited to use by the FSOC to assess systemic risk. The data may also be used
by the SEC to identify risks related to investor protection.

Compliance Challenges: Form PF will present a significant additional compliance
challenge for private fund advisers. Those with more than $150 million in regulatory
assets under management (“RAUM”) will be required to file Form PF.

Impact Assessment: Advisers should begin to assess the extent to which they
currently collect the necessary data (i.e., investor reporting, risk management, financial
reporting, etc.), leverage these existing processes and related controls, and determine
where new systems, processes and controls are needed.

Technology Assessment: Advisers should also begin to assess whether their
technology systems are sufficiently robust to gather all the data required for Form PF in
the time frame required.

Potential Investor Requests: Investors may request Form PF as part of their initial
and ongoing due diligence.



| Frequency of filing, effective date and other information

The information required in Form PF, and the frequency of filing, will vary based upon the size of the
adviser and the types of private funds.

. Reporting threshold Reporting Reporting . *

Adviser (RAUM) frequency timing Effective date
Large hedge fund $1.5 billion Quarterly 60 days after  « December 31, 2012
advisers quarter end
Large liquidity fund $1.0 billion Quarterly 15 days after ~ « December 31, 2012
advisers quarter end
Large private equity $2.0 billion Annually 120 days after < December 31, 2012
fund advisers fiscal year end
All other private fund Between $150 million Annually 120 days after  « December 31, 2012
advisers and the thresholds noted fiscal year end

above

* For Advisers with December 31, fiscal year ends.
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" Effective and filing dates

The following is a timeline of effective dates and filing dates for private fund advisers, assuming the
adviser’s fiscal year end is December 31st.

January 1, 2012

December 31, 2012

Data must be Effective date of Form Filing date for large
available and PF for advisers with hedge fund advisers
maintained for less than $5 billion in

Form PF regulatory AUM

March 1, 2013
and quarterly thereafter

| I I | I I
o ! | | &, ! | |

April July Oct April July Oct

Filing date for large PE
Filing date for large advisers and other
liquidity advisers private fund advisers

January 15, 2013 April 30, 2013
and quarterly thereafter and annually thereafter
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| .
Key early decisions

Preparing to file the form starts with making some key decisions, including
those described below:

Area Details

Ownership and SME’s Determine who within your firm will have ultimate ownership of Form PF and who will
be designated as subject matter experts (“SMEs”) within each functional group and
business line.

Scope of funds Determine the scope of 3(c)(1) and 3(c)(7) funds that you advise or that are advised by
an affiliated registered adviser, which need to be included in Form PF reporting. Using
the Form PF definitions (hedge fund, private equity fund, liquidity fund, etc.),
determine which sections of Form PF are required to be filled out by which funds.

Aggregation and Determine how you will define and/or go about parallel fund aggregation and which

reporting fund entities will be combined for each “reporting fund.”

Related parties Determine if you will be reporting related parties or other affiliates on Form PF or if a
related party/affiliate will be reporting independently.

Assumptions, policies Designate who will be responsible for drafting, maintaining and updating assumptions,

and procedures policies and procedures relating to Form PF.
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| Key challenges

In our experience, certain questions present interpretive challenges. Other questions ask for data or
information that the adviser may not keep or track.

Key Challenge Questions

Borrowings What type of information are you including in Borrowings? Do you short, use stock lending,
issue debt, utilize reverse repos, etc.? How are you calculating the value for each?

Counterparty Credit What type of information are you including in Counterparty Credit Exposure? Are you tracking
Exposure this information with counterparty details? If so, does it include details regarding collateral?
Investor Information Have you revised your subscription documents to request the investor classification

information requested by Form PF? Do you have the ability to assess which investors are
affiliated with each other to assist in the beneficial ownership categorization?

Trading and Clearing Are you tracking which transactions are exchange traded versus OTC? Are you tracking which
Activity transactions are cleared by a CCP versus bilaterally transacted?
Exposure by asset class Have you evaluated how your asset classes are mapped to the granular asset classes that Form

PF requests? Do you calculate duration, weighted average tenor or 10-year equivalent for the
debt instruments Form PF requests?

Portfolio liquidity Do you currently have a process in place to determine your investment portfolio’s liquidity?
Have you come up with a methodology for portfolio liquidity based on Form PF’'s methodology?

Risk information What type of risk analytics do you perform? Do you calculate VAR? Do you perform stress
testing over various market factors?

Portfolio company What type of portfolio company information do you track? Do you have details of borrowings
information of portfolio companies, including the type of borrowings (i.e., PIK or zero coupon debt),
counterparty details, and identification of which portfolio companies are controlled?
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Lessons learned

* Act Now: Don’t wait to start preparing for your initial Form PF filings. Underestimating the
level of effort needed to complete Form PF can leave significant burdens on various operational
units across your firm. Delays in addressing your filing can lead to staffing constraints as
employees will likely have competing responsibilities throughout the early part of the year.

» Definitions: The SEC has applied a consistent approach in defining terms, for example, “private
funds,” “hedge funds,” “private equity funds,” “liquidity funds” and others for both Form PF and
Form ADV.

* Interpretations and Assumptions: Certain Form PF questions leave room for advisers to
interpret and report in a way that is consistent with their internal recordkeeping or risk
management procedures. Advisers should ensure their thought process and decisions are
documented when making these interpretations.

» Counsel: There will be situations throughout your preparation of Form PF where you should
consult with external counsel. Be prepared to get their point of view as needed.

» Service Providers: Consult with your service providers, including prime brokers,
administrators and consultants. See how they can help ease the burden of Form PF.

PwC | Financial Services Advisory Practice 10



Information required

Description of information required

la Private fund advisers Information about each registered adviser, including:
(advisers that have at least » Name of adviser and all related persons whose data is included;
$150 million in regulatory » Whether the adviser is a large trader;
assets under management  Regulatory and net assets under management (AUM) broken out by types of funds advised
attributable to private (categorized by: hedge funds, liquidity funds, private equity funds, real estate funds,
funds) securitized asset funds, venture capital funds, other private funds and other accounts).

1b Private fund advisers For each private fund:

» Fund’s gross and net asset values;

« Value of fund’s investments in equity of other private funds;

« Value of all parallel managed accounts related to the private fund;

 Aggregate value of derivative positions;

« Dollar value of fund's borrowing and location and types of all creditors, including percentages
owed to specified creditors;

« Assets and liabilities of each fund broken down using categories that are based on the fair
value hierarchy established under US GAAP or another accounting standard that requires the
categorization of assets and liabilities using a fair value hierarchy similar to that established
under US GAAP;

 Percentage of the fund owned by the five largest beneficial owners;

» Approximate percentage of fund beneficial ownership by certain groups of investors;

» Gross and net performance information.

1c Private fund advisers that For each hedge fund:
advise hedge funds  Investment strategies;
 Percentage of portfolio based on computer-driven trading algorithm;
« Identity the five counterparties to which the fund has the greatest net counterparty credit
exposure both to and from the counterparty;
 Trading and clearing practices (including whether exchange traded or OTC, and whether
centrally cleared or bilateral).

PwC | Financial Services Advisory Practice 11



Information required, continued

Description of information required

2a Large hedge fund advisers Aggregate information about the funds advised, including:
» Market value of assets invested (by asset class);
* Duration of fixed income portfolios;
* Portfolio turnover;
« List of investments by geography.

2b Large hedge fund advisers For each qualifying hedge fund:
that advise at least one  Portfolio liquidity;
qualifying hedge fund (has  Concentration of positions;
$500 million AUM during » Collateral practices with significant counterparties;
the reporting period) « Certain risk metrics (if used regularly during reporting period);

 Financing information, including breakdown of secured and unsecured borrowing, derivatives
exposures, and value of collateral and letters of credit supporting both;

» For each of the top five counterparties identified in Section 1c, information regarding
collateral and credit support;

« ldentity of each creditor the fund owes an amount in respect of borrowings equal to or greater
than 5% of the fund's net asset value;

» Breakdown of fund's committed financing and duration thereof;

« Investor liquidity, including side pocket, gating arrangements, and lock-ups.

PwC | Financial Services Advisory Practice 12



Information required, continued

Description of information required

3 Large liquidity fund For each liquidity fund:
advisers » Method of calculating net asset value per share;
« Confirmation of whether fund adheres to certain provisions of the rules applicable to
money market funds;

« Portfolio data;
» Amount of assets broken down by type of instrument based on maturity;
« Identify positions greater than 5% of NAV;
* Indicate whether amount of total borrowing is greater than 5% of NAV;
» Secured and unsecured borrowing broken down by creditor type and maturity profile;
 Data regarding investor base, gating and redemption policies, and investor liquidity;
» Good faith estimate of percentage of fund purchased using securities lending

collateral.
4 Large private equity fund  For each private equity fund managed:
advisers  Qutstanding balance of fund's borrowings and guarantees;

» Weighted average debt-to-equity ratio of controlled portfolio companies;

 Information about portfolio company debt and any defaults;

* Identity of institutions providing bridge financing and amount thereof;

« Identification of and more detailed information concerning financial industry
portfolio companies;

» Whether related persons coinvest in portfolio companies;

» Breakdown of portfolio companies by industry and geography.

PwC | Financial Services Advisory Practice 13
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PwC’s framework for response
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PwC’s framework for response

Form PF readiness FEIIT P E5 BV CRIEI AT Continuing services
for change

» Assess the scope of impacted * Technology and human capital * Legal entity and Form PF
advisers and funds, including the enhancements applicability assessment

grouping of such funds » Operational, process and controls | ¢« Regulatory review of data and

» Perform a gap analysis and assess improvements filing

the Form PF requirements » Dataand systems analysis and » Attest services

» Assist with gap remediation integration
* Review data collection and filings

» Draftand/or review assumptions,
policies and procedures

PwC | Financial Services Advisory Practice 15



Form PF Readiness

|
PwC’s framework for response

PwC can assist advisers in assessing their readiness for Form PF filing. Our approach employs the phases detailed
below. Throughout each of these phases, PwC utilizes subject matter specialists in our regulatory and asset

management advisory teams who have a comprehensive knowledge of SEC regulations, regulatory reporting, and
alternative asset manager operations, processes and systems.

How PwC can help Asset Managers prepare for Form PF

Phase 1: Scoping
/ Grouping

Phase 2: Phase 3:

Gap analysis

Gap closures

Phase 4:

Data collection

PMO, Training and Knowledge Transfer

and review of

filing

Phase 5:
Draft/Review
assumptions,

policies and
procedures

Phases Phase 1: Phase 2: Phase 3: Phase 4: Phase 5:

Scoping/Grouping | Gap analysis Gap closures Data collection and | Draft/Review

review of filing assumptions, policies
and procedures

Potential A matrix of Gap analysis around requirements of | Action plans and Observations and Documented
Deliverables |advisers, funds and | Form PF and the adviser’s ability to | timelines for closing | recommendations | assumptions and

reporting funds respond to those requirements. We | gaps. on test run or actual | policies and

detailing their will provide the adviser with action filing and as well as | procedures.

required filings on
Form PF.

items as well as observations and
recommendations around
sustainable solutions within each
business and across the firm.

templates for data
collection.

PMO,
Training and
Knowledge
Transfer

Throughout our engagement, we will provide key stakeholders with training on Form PF, regulatory reporting and the SEC'’s
expectations on regulatory reporting within your organization. In addition, we can provide PMO assistance.

PwC | Financial Services Advisory Practice
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Form PF Readiness

| i .
Form PF readiness activities

Phase 1:
Scoping /Grouping

« Help the adviser to prepare a listing of their funds by adviser, looking at structure charts and discussing with individuals.
« Assist the adviser in completing their scoping/grouping analysis, including:

— determining what type of fund each entity belongs (e.g. Hedge Fund, Liquidity Fund, Private Equity Fund, etc.);

— determining which entity will file Form PF;

— assessing how they will group/aggregate various funds, separately managed accounts and related/affiliated parties for the Form
PF filing; and
— determining which entities need to fill out which respective sections of Form PF.

For Private Equity and Real Estate Funds, this analysis would include discussion and analysis about portfolio company structures,
including which, if any, of those entities would need to report on Form PF or which investments/borrowings in the SPV's would need to
be reported on Form PF.

Phase 2:
Gap analysis

Help the adviser to identify the requirements associated with relevant processes, systems and data related to Form PF, and highlight gaps
relative to requirements. This phase will include the following key tasks:

« A review of current procedures for gathering information for regulatory reports against those necessary for Form PF.

< Areview of the data available to populate the information required under Form PF. This will include a review of the format and
methodology used to generate reports, required data elements, sources, availability and quality of those data elements within the
adviser’s systems.

« Interviews with key members of the adviser’s personnel in relevant business areas including: compliance, legal, risk, finance,
portfolio/investment management, marketing, technology and operations/accounting, in order to understand current or desired
reporting requirements based on the firm's business model.

Based on the above, identify potential areas to be considered by the adviser in order to address differences in your current operations and
procedures and the regulatory reporting requirements of a registered investment adviser reporting on Form PF. (This will include our
knowledge of industry expectations).

Phase 3:
Gap closures

« Assist the adviser in working with functional groups and business lines in understanding the Form PF gaps, and developing action
plans for closing those gaps.

« Create gap closure timelines to appropriately track and monitor gap closure process.

Phase 4:
Data collection and review
of filing

« Assist the adviser in the collection of the data required under Form PF, including providing templates to be filled out and reviewing the
information provided by various business units, and functional lines.

< In addition, review the adviser’s test filing.

Phase 5:

Draft/Review
assumptions, policies and
procedures

As Form PF requires many assumptions to be made by the adviser, assist the adviser in the drafting and/or reviewing of these
assumptions. A leading practice would be to have documentation, including development of policies and procedures around Form PF and
the data integrity, collection, form preparation, filing and maintenance process.

PwC | Financial Services Advisory Practice 17



FormPF as a
catalyst for change

| :
Form PF can be a catalyst for operational and technology

Improvement

Data and systems analysis will be helpful in ensuring that data, systems, processes and controls are
appropriate to ensure data integrity, security and accuracy as the adviser prepares for the data

intensive Form PF filing.

Asset managers are focusing on technology and
operations enhancements to drive
efficiencies which have become increasingly
important given continued fee compression
trends.

Systems Assessment

Target Operating
Model
Today’s business issues are driving an

unprecedented need to execute an integrated
business and people strategy.

Human Capital

Firms face unprecedented regulatory and
compliance challenges. Creating sound
compliance controls with oversight, testing and
training is critical.

Operation, Process &
Controls
Improvements

Greater fund transparency, assurance of
reporting accuracy, and better accountability
and governance have become top priorities for
asset managers.

Develop Strategy for
Data Management
and Governance

Vendor Selection &
Integration

Systems
Implementation/
Integration

PwC | Financial Services Advisory Practice

 Assess system architecture and interdependencies to identify overlaps and
opportunities for system consolidation/retirement in designing a future
state systems infrastructure.

Perform a detailed analysis of the activities performed within each of the
client’s sub-functional groups and design targeted improvements.

Assess staffing model based on current demands and comparison to
industry peers.

Leverage sophisticated vendor platforms to address complexities and
increased demands in key areas such as pricing, trade processing,
regulatory compliance and reporting.

Leverage internal and/or external resources for technical and leading
practice expertise early in the design and development phases, and assist
in implementing the most efficient and effective processes and controls
the first time.

Organize the enterprise data universe, align information into data stores
that are then processed by business intelligence and calculation engines.
Implement knowledge management technologies to enhance data
accessibility.

Develop requirements and assess vendors, considering factors such as
workflow, ease of use, integration, risks, costs and scalability.

Understand key stakeholder concerns and objectives to assist in
implementing a holistic solution that also addresses future business
needs.

18



Continuing
services

| . .
Continuing Services

Service Offering

Legal entity and Form PF applicability
assessment

Regulatory review of data and filing

Attest service

PwC | Financial Services Advisory Practice

» PwC will discuss with the adviser any new or liquidated entities,
and discuss scoping/grouping as described in our Form PF
readiness approach.

» PwC will discuss changes in the adviser’s business, investment
activities, borrowings, etc. since the most recent Form PF filing,
and identify the effect on the adviser’s Form PF.

» PwC will review the data that the adviser plans to submit in the
Form PF filing for consistency with the Form and between
reporting funds, as well as consistency with SEC instructions and
guidance, and comparison to industry leading practices.

* As a firm, PwC has the unique ability to offer our clients with an
attest service that suits your needs.

19
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| Benefits of working with PwC

We have the right team to assess and map

the data needs and processes required to
complete Form PF. In addition, we have
the capabilities to assist you with
implementation of operational, process

and systems changes.

« We approach your issues from the
business perspective. We believe
that business drivers always leads,
technology always enables.

* Our team offers a full suite of
services, including regulatory,
accounting, operations and
technology pulled together by our
project management capabilities.

¢ Our professionals have skills and
experience in portfolio
management, trading and order
management, compliance and
control, middle-office functions,
clearance & settlement, portfolio
accounting, and retail distribution
issues.

¢ Inaddition, our CIO Advisory
practice consists of IT Strategy,
Business Systems Integration, IT
Infrastructure, Program & Portfolio
Management, and Shared Services
& Outsourcing capabilities.

Industry
Leader

industry conferences.

Full PwC’s Asset
Service Management
Approach Practice

Experienced
Team

Regulatory
Perspective

* Our team has been at the forefront of this issue, having worked with
clients on projects ranging from full scope to ad hoc services.

* We are a trusted advisor to a broad range of asset managers ranging from
$1 billion to over $50 billion in AUM, which advise hedge, liquidity,
private equity, real estate, securitized asset and venture capital funds.

« PwCis aleading provider in Form PF insight, issuing multiple thought
leadership pieces, presenting our views on various industry panels, and

e Our team is well versed in providing
asset managers with Form PF advice
and have been following trends from
the beginning.

¢ Our team includes former auditors who
have deep knowledge of the operation
and accounting functions of alternative
asset managers, as well as fund
structures.

¢ Our knowledge of regulatory
compliance and experience working
with the regulators enhances the PwC
service to you.

« PwC is in continuous contact with SEC representatives, legal
counsel, fund administrators, and PF filers.

¢ QOur practice includes a former director of the SEC’s Office of
Compliance, Inspections and Examinations, a former associate
director of the New York office of the SEC; former SEC
examiners, branch chiefs and enforcement personnel; and former

CCOs.

PwC | Financial Services Advisory Practice
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Form PF: Representative Experience

0 Business issue e Action e Value delivered

End-to-end Form PF « Deployed a team of regulatory, « ldentified areas where either lack of
readiness review for a accounting and project management or weak controls potentially impacted
| di ified specialists to assess the current data, the accuracy and completeness of the
arge, 'Ye rsimed, systems and process environment information included in the

alternative asset manager « lIdentified gaps for regulatory regulatory report

reporting under Form PF « ldentified a number of opportunities
PWC was engaged to perform a Form PF * Made r(_acommendations towards for improving the _design and
readiness review for an asset manager enhancing current regulatory execution of the client’s regulatory
that advises hedge funds, private equity reporting practices _ reporting acti\{ities
funds, real estate funds and securitized » Developed recommendations for each  Allowed the client to make key
asset funds, with various systems, of the Form PF requirements as well decisions necessary to file Form PF in
processes and controls throughout the as for the organization as a whole, a timely manner
organization. with a prioritization, estimated effort e Our guidance, based on SEC

and an implementation roadmap discussions and industry perspective,
The client, which has multiple advisers « Helped assess the implementation allowed the client to make informed
and hundreds of legal entities subject to and reviewed client’s preparation of decisions
Form PF, needed to manually compile staging tables for XML upload to the
information from accounting, SEC

operations, risk, investor relations and
compliance/legal.

Our team was engaged to make sure
that the client filed Form PF
consistently across the firm, made
timely decisions, understood the
regulatory requirements, and was
prepared for the initial Form PF filing.
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Form PF: Representative Experience

c Business issue e Action e Value delivered

Form PF preparation for * Deployed a regulatory team * Helped streamline a very large
the asset management consisting of those with legal, operation to ensure consistent
division of a larae accounting and project management information was filed in Form PF
N ) g backgrounds * Helped centralize certain areas of
international bank « Helped evaluate the considerable reporting
PwC was engaged by the client to amour}t of legal entities to identify ¢ Provided int_erpretiw_e guidance and
evaluate its nearly one thousand legal reportl_ng funds, fqnd types, gnd brought to light our industry and
entities to identify reporting funds, pote_n_tlal aggregation for their Form regulatory_knowledge of Form PF
fund types, and potential aggregation PF filing * Worked Wlth the FATCA team to
for their Form PF filing. » Assessed the current data, systems ensure consistency across legal

and process environment, as well as entities in each of the filings, as
The client has silos of businesses from identify gaps for regulatory reporting appropriate
organic growth and acquisitions under Form PF « Identified areas where either lack of
throughout the years, including hedge « Made recommendations towards or weak controls potentially impacted
funds, liquidity funds private equity enhancing current regulatory the accuracy and completeness of the
funds, real estate funds, securitized reporting practices information included in the
asset funds and other private funds. « Developed specific recommendations regulatory report
Client information is housed on several for each of the Form PF requirements « ldentified a number of opportunities
different systems and administrators, as well as for the organization as a for improving the design and
with varying levels of information, whole, with a prioritization, execution of the client’s regulatory
processes and controls throughout the estimated effort and an reporting activities

implementation roadmap

* Worked with the different business
units on gap closures and data
collection, providing templates for
the business units to provide
information back to the project team

organization.
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Form PF: Representative Experience

Value delivered

G Business issue e Action

Sustainable Form PF « Deployed a team of regulatory,  |dentified areas where either lack of

solution for a hedge fund
manager

PwC was engaged by this asset manager
to make assessments and
recommendations around a sustainable
solution to respond to Form PF, as well
as project management support and
advice from a technology perspective.

The client is a hedge fund manager with
multiple fund structures. While they
have an administrator, they also have
shadow books, with sophisticated in-
house technology systems and staff.

PwC | Financial Services Advisory Practice

project management and technology
specialists to work with this asset
manager

Under tight timelines, learned the
client’s business, systems, data and
processes, and educated the client on
the nuances of Form PF

Performed a legal entity analysis and
gap analysis

Advised on gap closures and data
collection

Advised on the technology
development of a data warehouse
that could be used as a data
repository for information reporting
(regulatory, investor, financial, etc.)
Advised on client’s XML buildout of
Form PF, which they used to upload
the data for submission to the SEC

or weak controls potentially impacted
the accuracy and completeness of the
information included in the
regulatory report

Identified a number of opportunities
for improving the design and
execution of the regulatory reporting
activities of the asset manager
Delivered project ahead of schedule
despite an extremely tight timeline
Worked with the client to create a
sustainable solution for not only
Form PF, but for management,
regulatory and other information
reporting

24
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Form PF: Representative Experience

G Business issue

Ad-hoc Form PF services for
a large, diversified asset
manager

PwC was engaged by a large hedge fund
and liquidity fund manager to provide
general industry insight and
interpretation around certain Form PF
guestions.

The client, which has complex fund
structures, independently developed a
strategy and process for addressing the
Form PF filing requirement and
leveraged various departments within
the organization to develop a
comprehensive approach to the filing.

PwC was engaged to review the client’s
interpretation and assumptions for
each Form PF question.

PwC | Financial Services Advisory Practice

e Action

Deployed a team of regulatory
specialists to work with this asset
manager

Conducted a comprehensive review
in a strict internal timeframe,
imposed by the client

Reviewed interpretations and
assumptions of each question
provided by the asset manager as well
as several sample filings and evaluate
the reasonableness of the response
and whether the questions were
answered in accordance with the
instructions of the Form

Identified any inconsistencies in
practice from question to question or
from sample filing to sample filing
Highlighted instances where practice
varied from peer-to-peer so the client
understood the latitude in
interpretation available for certain
questions and responses

e Value delivered

Conducted a comprehensive analysis
of the client’s documentation and
sample filings and made several key
observations in various areas
Provided assistance in interpretation
of various questions

Interpreted variances in practices
used by and assumptions developed
by peers in the industry

Provided insight that the SEC has
shared with PwC with respect to
certain questions

Identified instances where practice
and methodology were not consistent
from question to question or sample
filing to sample filing

Identified instances where questions
were not completed in accordance
with the instructions of the Form
Made internal control
recommendations to ensure
consistency of data used to complete
the Form

25
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Project accelerators
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Illustrative Form PF tools and templates
Project management: Periodic Status Reporting

DRAFT

Form PF - Status Report

Tha scosmparpieg neper ncldes imformuticn obiseed Brough fraed duts]. The costents ate subject i amesdrmen o withdneal asd Be defnlive opnions end
eanchmim wil ke P covtanes s he il sriten rezen

DRAFT

[
The following stabus Information ks provided to Insert client name] as of [insert date] and has been ncluded o provide a summary status report of
e progress of the project o dabe.

As of: [Inser: D]
Intervlews Completed:

IniEny iEwess |dented 2
Irienviews Compleded £l

Percent Complete | 22 7%

Form PF @uectiont Disoucced=:

L ‘Questions Discussed ril

—
Fercent of Guestons Discussed | 25
pwc Percent Compiete | 32 5%

*Cussior rurked m darissed Polude quarons Bt wens decoased wiS vasous islervieee, ot carnat ba mavked s complels for viricus resons [Le., nferd rees wins nal

e right socren ] “sepicem m =
Corfilastul inforrrorion for B sole beneft and cum of PeC's Clene Form FF Quections Complate®:
‘Quesions Complase i)
Fercent of Questons Complets ]
Percent & 5.3%

Oumtom maresd s oomplsts are guaTiors dastfed by [imeen Glasis parsormel s Saving the sequirsd date i= oroer i stequnety complate Form PF

High Level Obeervations that requires immedizbe atbention:
#  [Insert high l=vel cOSErAaTon that nequires the client 1o fake action immediately In order 1o hawve e data awallasie for inltisl Form PE filing
= [Inserf]
*  [inser]

Dthar Arsac of Interast
*  [Insert other arzas of intenest hat we would Ike to note when discussing with the Client owner of the project (Le., a ceriain Individual Is
nof responding bo our reguests, etc.)

Casfidestul iformaion b the sole Senefl andcee of Ped's Glere Page20f3
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Illustrative Form PF tools and templates, continued

Project Accelerators/Tools: Form PF Assessment Tools

FORM PF - KEY REQUIREMENTS CONSIDERATIONS
SCOPE OF ADVISERS

Type of Funds (Hedge, Liquidity, Required Required Frequencyof
Private Equity, etc.) effective date filing date filing

Applicable Form PF Sections

ib

- |

ob

3

R EL{PF- EEY REQUIREMENTS CONSIDERATIONS
SCOPEOF FUNDS
Applicable Form PF Sections

100 Act Private _ Qualifying
Fimd Fl",‘"d [E=StEM  Exemption  Fund I‘g"f{_‘“:} R‘ﬁ’-‘ HedgeFund . ib ic = 2b 3 4
= Gaeld) f2elz))  (¥/N) w (formmiks)
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Illustrative Form PF tools and templates, continued

Project Timeline: Example #1

foeor 1l | | | | | |

loss0ar2012 [ oeriz012 [ oes1erz012 [ 06s25/2012 || 0770272012 0770972012 [ 0711672012 | 0772372012

Worssor2012 | osserzor2 ]

losr202012 || 08272012

[ 1 Key Decision Points

]

Q Clientto:
+ Establishworking groups to own gap closures, assumptions and the overall Form PF process.
= Develop remediation plans for gaps in data; and,
= Document policies and procedures for Form PF filing, including:
= Documenting the process for reviewing Form PF data.

2.Report __|[_3.Gap Closure and Test Run Meetings |
Q PwCopresent O Clientand PWC to meet with hedge fund groups to discuss information gaps, gap

“GapAnalysis  closures and data collection

Report”

4.1Business Unit Data Collection — Test Run |

O Each business unit to gather data and support for one of its hedge
funds.

Q Each business unit to review and deliver data and assumptions.

5.1Data Aggregation — Test Run

Q Analyze and aggregate information and assumptions from
business units

O Coordinatewith business units regarding data and assumptions,

6. Test Run of Filing

O Receipt, review and analysis

of aggregated Form PF
responses by business units.

QO Review data consistency
across funds and business

units.

[ PwC— Regulatory

O Provide continuous assistance on overall Form PF project.

Q Conduct periodic status reporting.

Q Provide guidance and clarification on terms outlined in Form PF.

Q Assistin developing Form PF policy and procedures.

Q Provide SEC and regulatory reporting insight.

Q Assistin reviewing Form PF assumptions and policies and procedures utilizing industry and Form PF insightand expertise.

B

pwe
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4.2 Full Data Collection

O Each business unit to gather
data and support for each of its
hedge funds.

O Each business unit to review and
deliver data and assumptions.

Project Timeline: Example #2

10/31/2011 5/30/2012 3/29!2012 12/31/2
h Reporting Datefor all
Private Funds

[Form PF Adopted

;\:l Scopin

0 Key Stakeholders/SMEs
0 Establish Form PF Data
Definition Assumptions

|

pwc

k=]
@

|
H

Program Definition ]

i

:

;

l DataCollection & Aggregation

Q) Data sourcing , collection, & requirements
Q) Data remediation/enrichment (where required)

3/1/'20 13 4/30/2013
Filing datefor Hedge  Filing Date fof
Fuhds all Other anatle

Funds

i

'
'
' '
' '
' '
' '
' '
' '
' '

l Develop Form PF Reporting Solution

Q Data Repository/Staging Area/A[f)pIicalion/Reponing/lnlerface

l Design l

Build |

l Test & Test Run of Filing

Form PF Process & Governance

Q Monitor reporting thresholdsand newly launched/closed private funds.
Q Policy & Proceduresas ﬁequired
Q Reporting review and approvals

f

Submit Form PF Filing

| Pwc-PMO

;El Develop andexecute against detailed projectjplan and milestones. .
1\] Provide continuous assistance in overall Form PF project management. |
{0 Conduct periodic status reporting. ! |

I PwC — Regulatory Assistance

'QProvideguidance and clarificationon terms outlined in FormPF.

10 Assistin developing Form PF policyand procédures,

‘0 Provide SEC and regulatory reporting insight.

/Q Assist in reviewingand drafting Form PF assymptions, utilizing industry and Form PFinsight and expertise.
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Illustrative Form PF tools and templates, continued
Project Accelerators/Tools: Data Templates

B — Adviser Identifying Info S — Borrowing Summary
Reporting Date: Reporting Fund Name:
Source: Reporting Date:
Prepared By: Source:
Reviewed By: Prepared By:

Reviewed By:

Regulatory assets

under management Net assets under Value (in US dollars,
(in US dollars, management (in US rounded to the
rounded to the dollars, rounded to the i : nearest thousand)
nearest thousand nearest thousand)
Hedge funds ..o, Borrowed from US financial
LIQUILIEY FUNAS o oeeeeeeeeeeesessessssssesssssssssssssssssssessessessessessessessessessessessessessessesssssessessessessensennennnene oo institutions $ 450 45%
Private equity funds ..., Borrowed from non-US financial
Real estate fUNAS | | oo oo INSHULONS e $ 350 35%
Securitized assetfunds .. Borrowed from US creditors that are
Venture Capital fUNAS oo eesee s eeesre e eees e seeeesesneseeeeeennneens oo not financial institutions . $ 200 20%
Other private funds ... Borrowed from non-US creditors that
Funds and accounts other than private are not financial institutions $ : 0%
funds (i.e., the remainder of your assets Total $ 1,000 100%
under management) Check TRUE TRUE
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Illustrative Form PF tools and templates, continued

Project Deliverables: Form PF Gap Analysis

DRAFT

Cover page

Private Fund Adviser, LP
Form PF Gap Analysis - Report

ThaasmToan MG mouse mrTEST e CTSgT AGSE TO9E The SYSNTI EW OeC aTASTeT T amswal e e cemne e s

smtaen 6 S e SEaces e e ran o

DRAFT

Table of contents

Tabie of Contents

Choice 1 — By guestion DRAFT
Section 4 - Ohservations / Recommendations - Form PF Questions
Sectiol rel completed by all Form FF filers)
Owner Obearetion Resommandation

Section Topic
1 Exzcutive Summary
2 Key Decision Poirts for Private Fund Adviser, LP
3 Obsarvstions / Recommandstions- Genaral
4 Obsarvstions | Recommandstions- Form PF Quaestions.
Appendix 1 PwC Disclosuras
Appendoc Summary of Lagal Entiy Ansiysis
Appendx 3 List of Entities Required to Complete Sections2s and 2b
Appendix 4 Form PF Filing Timalinz
Appandic § List of Meatings
Appendxd Action lt2ms
Appandx T Form PF Requiremants
Appandix & Rapor Gioszsry
End Motes
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Choice 2 — By information typeor

Section 4 - Observations / Recomt
S8CTION 18. IMXIMIN0N 3000 FS0NS (10
$sction 1b° Informaton 3000

-Form PF Q
S T n TE

Iope | Aepicee | Cormen rem——
i sl
Rat
e —
-
brfrmmatn
Eo—
[Fr—pr——
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'PwC’s Financial Services Regulatory
Practice
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| : : : :
PwC’s US financial services regulatory practice

PwC assists top tier financial institutions in navigating, managing and implementing change driven by
legislation, regulation and supervisory expectations

PwC is unique in that our team and our approach combines our:

« Deep subject matter expertise—Our US regulatory practice consists of over
20 partners and 250 professionals across banking, asset management and

insurance - most of whom were in leadership and supervisory roles at the major Deep subject
regulators and/or in regulatory-related roles in industry. matter
expertise

e Unparalleled knowledge of industry best practices gained from our
position as Auditor to 11 of the 29 G-SIFls, 40% of the major mutual funds and
hedge funds, and 40% of the leading insurers, as well as our deep advisory

relationships with all of the other key industry players. Unparalleled
Vast global knowledge of
B B i . . . network industry best
» Full service Advisory practice, which consists of over 1,500 strategy, risk ' Financial practices
and finance, operations and technology, and change management consultants SErviEEs
in the US and 6,500 globally - all of whom are dedicated to the financial Regulatory
services industry. Practice
* Washington Federal practice, which advises and assists key regulatory
bodies such as the Fed, Treasury, FDIC, CFPB, and others execute on their
statutory mandates.
Washington Full service
« Vast global network of over 50 regulatory partners and 600 professional Federal Advisory
staff, which has representation in all of the major financial hubs and emerging practice practice

markets, to support our engagement teams and to help our clients effectively
navigate through the maze of global regulations and supervisory expectations.

We have long believed that advising and assisting our clients and their boards with respect to regulatory issues

is a required part of our firm mandate and mission in the financial services industry and is necessary to maintaining our leadership role as the industry’s
preeminent auditor and business advisor.

We were the first among the major consulting and accounting firms to organize a dedicated regulatory practice to help our clients respond to the after effects of
the 1987 market crash, and we have been there for our clients ever since.

Since the onset of the most recent financial crisis, we have been very active in assisting financial institutions, boards of directors and the
regulators assess, manage and implement the changes required by Dodd-Frank and global financial reform.
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PwC contacts

Office Phone Number E-mail Address

Regulatory contacts

Tom Biolsi Principal New York 646 471 2056 thomas.biolsi@us.pwc.com
Loanhards ............................................ P r|nc|pa| ................................ DC/NeWYork ................. 7 036107513 ................ |0r|r|chard5@uspwccom .......................

Dan|e|Ryan ................................................ P artner ................................... Newyork .............................. 6 464718488 ............... d an|e|ryan@uspwccom .........................

AnthonyConte ......................................... Managng |rector ........ NeWYork .............................. 5 45471 2898 ............... a nthonyconte@uspwccom ..................

RobertN|s| .................................................. Managnglrector ........ s an[:ranc|sco4154987169 ................ mbertnls'@uspwccom ............................

snvestrel:ontes ....................................... D |rector ................................. Boston ..................................... 6 175305050 ............... S nvestreafontes@uspwccom ............

TOddHumphrey ..................................... D |rector ................................. LosAnge|es ......................... 2 132173855tOddmhumphrey@uspwccom .........

StefameNechesK|rchhe|mer ....... D |rector ................................. Newyork .............................. 6 454714501 ................ S tefamek|rchhe|mer@uspwccom

SammyNass| ............................................. D |rector ................................. NeWYork .............................. 6 464717784 ................ S amue|nass|@uspwccom ......................

Gary Meltzer Partner New York 646 471 8763 gary.c.meltzer@us.pwc.com
CharlesGavm ........................................... P r|nc|pa| ................................ o h|o .......................................... 5 132543840 ............... C hanesga\,m@uspwccom .....................
C|0Adv|sorycontacts ............................................................................................................................................................................................................................................................
Ju“encourbe ........................................... p r|nc|pa| ................................ NeWYork .............................. 6 464714771 ................ Ju“encourbe@uspwccom .....................
patr|ckAk|k| .............................................. D |rect0r ................................. NeWYork .............................. 6 464715442 ............... patr|ckyak|k|@uspwccom ..................
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| Appendix: Background on Form PF
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| Who must file

Private fund advisers

An adviser must file Form PF if it:

» Isregistered or required to register with the SEC;
» Advises one or more private funds; and

» Had at least $150 million in regulatory assets under management attributable to
private funds as of the end of its most recently completed fiscal year.

A commodity pool operator (CPO) or commodity trading advisor (CTA) that is also
registered with the SEC as an investment adviser and meets the conditions noted above
must file Form PF with respect to a commodity pool it manages that is a “private fund”
and may file Form PF with respect to any commodity pool it manages that is not a
“private fund.”

The final rule defines “private fund” as a fund that would be an investment company
under the Investment Company Act of 1940 but for exemptions available under Sections
3(c)(1) and 3(c)(7). Most hedge and private equity funds are required to file Form PF.
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| ] ]
Who must file, continued

Large private fund advisers

Three types of “large private fund advisers” are required to complete additional sections
of Form PF, which require more detailed information:

e Large hedge fund adviser: any adviser having at least $1.5 billion in regulatory
assets under management attributable to hedge funds.

« Large liquidity fund adviser: any adviser managing a liquidity fund and having at
least $1 billion in combined regulatory assets under management attributable to both
liquidity funds and registered money market funds.

e Large private equity adviser: any adviser having at least $2 billion in regulatory
assets under management attributable to private equity funds.

Advisers that are not required to file Form PF
» Advisers that are exempt from registration under the Investment Advisers Act of 1940.

» Smaller private fund advisers with less than $150 million in regulatory assets under
management attributable to private funds.
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| . :
Key definition: “Private fund”

Hedge fund
A hedge fund is defined as a private fund that meets one of the following:

* May be paid a performance fee or allocation calculated by taking into account
unrealized gains;

* May borrow an amount in excess of one-half its net asset value (including any
committed capital) or may have gross notional exposure in excess of twice its net asset
value (including any committed capital); or

» May sell securities or other assets short or enter into similar transactions.
Liquidity fund

A liquidity fund is defined as a private fund that seeks to generate income by investing in
a portfolio of short term obligations in order to maintain a stable net asset value per unit
or minimize principal volatility for investors.

Private equity fund

A private equity fund is defined as any private fund that is not a hedge fund, liquidity
fund, real estate fund, securitized asset fund, or venture capital fund, and does not
provide investors with redemption rights in the ordinary course.
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| Calculating the reporting threshold

Form PF uses the definition of “regulatory assets under management” that the SEC
recently adopted in connection with amendments to its Form ADV. This definition
measures assets under management gross of outstanding indebtedness and other accrued
but unpaid liabilities.

Aggregation of assets under management
The adviser must aggregate:

» Assets of managed accounts advised by the adviser that pursue substantially the same
investment objective and strategy and invest in substantially the same positions as the
private fund; and

» Assets of that type of private fund advised by any of the adviser’s “related persons,”
other than related persons that are separately operated. “Related persons” generally
includes the adviser’s officers, directors, and partners, its employees, and all persons
directly or indirectly controlling, controlled by, or under common control with the
adviser.
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| : i i
Calculating the reporting threshold, continued

When to calculate assets under management

» Advisers to private funds and large private equity advisers must determine the value of
their assets as of the last day of its most recently completed fiscal year.

» Advisers must test whether their hedge fund or liquidity assets have reached their
applicable thresholds as of the last day of each month in the fiscal quarter immediately
preceding the adviser’s most recently completed fiscal quarter.

Exclusion for non-US advisers

» Advisers with a principal place of business outside the US may exclude the assets in
any private fund that during the adviser’s last fiscal year was not a US person, or was
not offered to or beneficially owned by any US person.
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| . ] i
Additional information

Use of internal methodologies

* The rule allows advisers to rely on their own internal methodologies when completing Form PF,
provided the methodologies are consistently applied and the information reported is consistent with
the information reported internally and to current and prospective investors.

Reporting for newly-registered advisers

* Newly-registered private fund advisers are subject to the same Form PF reporting deadlines as
currently-registered advisers; Advisers are not, however, required to file Form PF with respect to
any period that ended prior to the effective date of their registration.

Filing Form PF

* Form PF must be filed electronically through FINRA'’s Private Fund Reporting Depository (PFRD)
system.

Confidentiality

* Information filed on Form PF will not be publicly available. Dodd-Frank amends the Advisers Act to
preclude the SEC from being compelled to reveal this information except in very limited
circumstances. The Act, however, does contemplate that Form PF data may also be shared with
other federal agencies or with self-regulatory organizations, in addition to the CFTC and FSOC.

« The SEC has stated that that its staff is working to design controls and systems for the use and
handling of Form PF data in accordance with the confidentiality protections established in Dodd-
Frank.
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© 2012 PricewaterhouseCoopers LLP, a Delaware limited liability partnership. All rights
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