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Annex3 8. Organisational arrangements of the Operator

Section 8 (2) For this section, the Operator of the Passport Fund
meets the organisational arrangements test if it has:

(b) adequate internal control mechanisms including

procedures and systems that ensure that:

(i) registers of members are duly kept except for any
part of the register of members that is kept by a
person identified in registers of the Operator as the
person keeping a register in respect of particular
interests identified in registers of the Operator where
the keeping of that part of the register by the person is
regulated or acceptable under the Home Economy
Laws and Regulations and, for interests held by a
member who acquired them in a Host Economy, the
person keeping the register is regulated by or
acceptable to the Passport Regulator of the Host
Economy;

Annex3 31. Group limit
Section 31 | (1) Subject to subsection 30(6) and section 33, no more
(1) than 20% of the value of the assets of a Passport Fund
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may be held in assets that:
(a) relate to the same group of entities; and...

Meaning of ‘relate’ to the same group of entities

(3) For this section:

(a) two entities are linked if one entity is the controller of
the other;

(b) two entities are also linked if both entities are linked
to a third entity; and

(c) a set of entities forms a group of entities if each entity
in the set is linked to each other entity.

Annex3
Section 33

(2)

33.Application of certain restrictions to index funds and
benchmark funds

If the assets of the Passport Fund or the underlying assets

of the derivatives of the Passport Fund are constituents of

the index then the limitation on the exposure of the fund

to the entity, or group of entities, to which the asset or

assets relate relative to the value of the assets of the

Passport Fund is instead the lower of:

(a) the percentage of the index that the asset or assets
represent as constituents plus 2%; and

(b) 25%, or, only for an index fund, 40% if the eligible
index relates to an established market or market sector
that is widely used by investors including in
economies other than the economy to which the
market or market sector relates and no other exposure
of the Passport Fund to another entity or group of
entities exceeds 25%.

Annex3
Section 55

55. Definitions

assessed as having an acceptable risk: in relation to a
holding of assets and arrangements by a Passport Fund
means when the Operator has performed the following
within a period of no more than one month before the
most recent acquisition of the asset or arrangement and
subsequent to any event that gives the Operator reason to
doubt the previous assessment performed::--
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FrEEE 2 60%: 70%; R EAIA &R p 2013 £ 3 2018
AL EERFGELT R o2t o iT i}.iﬁléﬁ»%“‘w*
2> (Cyber security) ~ 2 #f15 ~ L 1 EF 2. 3 p AHEE
Jiﬁfﬁ&)ﬁ%ﬁﬁ& PAsfFT ARRYE o

Overview of Foreign Investment Trusts in Japan

Time Transition of Total Net Assets by type

(Unit: million yen)

9,000,000 -

7,000,000 -
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5,000,000 A M Security type
M Bond type
4,000,000 - e

W Others

3,000,000 -
2,000,000 -

1,000,000 -

o -
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 (year)

Source: Japan Securities Dealers Association
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# H-17 5 AP, (Financial Markets Conduct Regulations 2014) 7 J& § #
20z A% o

Bk e ARELV)EHH BI 0 o FAREP A F
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statement, PDS) ¥ iz T R E TR LGEF R L 2+ K F A &
EERBALETA > NUZERBALE LT FEFLALE TR )E H B
BB AL A A6 12 T 0 3 8UE U & 6,000
NP AR EP SRR IFFEF I IBE L

ERALZ FH AN EHE R EMBERIATIRFT AR X
BT BRI ASEP BT FMA LT 52 (F 2
Lo A0 T A R R L T)) o
LA RRA 0 G OB A R P ndeT
2220 FERRERAEY REE
M P gL Je B H i 7o
A £ o7 (fund | FMA . ¥ ;%—%ﬂf NZD 345~
operator ) ¥ - c ARETBMAE (24
’ﬁ)’klﬁﬁﬁﬁﬁ TESSEAE) ZRA
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T E R e > 2 2019 & § - RdkcE R 260 RO FA H ALK
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BARENT ARSI P D HIBERBP ¢ HELFEH
£, (Form 69 - material update) ~ # A& 4 £ (Form 69 - CIS annually update)
% # B4 8 48 2 (Form 35 - Sales report) -

23 FRHERAETRMBIMNLS

L) R i * & #HR

A Jﬁ 3; # 2 2 | Form 69 FEFALI0BFE
(material update) pop

ERIFL Form 69 RESEE K- E
(CIS annually update)

ERM L Form 35 & ELis45p p
(Sales report)

1 ® SEC = #-4phi 2 & *&gsa*xa *F 2 ke Law/Regulation
75 = Cross-border offering of funds & % » fexb b 5 &2 R~ ¥ 53
2o~ g2 AR dp il o2 ﬁ» B #% 8 E R A & &k 37k R
(https://www.sec.or.th/EN/Pages/LawandRegulations/AsiaRegionFundsP

assport.aspx) °

()2 £ B EY —BH® A &2 B (Distribution landscape
re-drawn? Cross-border funds potential)
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|55
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Figure 2: Asian fund AuM projection by countries in passport scheme for 2025

16.8%

2020e 2025e

B vRF [ AseaNcist [ ARFP* | % CAGR

Sources: ICI, Lipper, PwC Singapore, PwC AWM Research Centre analysis

Note: *Thailand is included in the ASEAN CIS and was removed from the ARFP to avoid double counting.
When calculating AuM, we take into account all fund AuM for countries participating in said schemes.
Sums may not add to 100% due to rounding
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Day 1: 22 Oct 2019-Joint Committee officials and observers

Time

Agenda item

08:45 am — 09:00 am

Registration (observers) at Lobby, MAS Building

09:00 am — 09:15 am

Welcome to observers and recap by Chair

09:15 am — 10:30 am

Proposed amendments to the MoC

- Each economy to notify SEC in writing of any
proposed amendments or issues

10:30 am — 10:50 am

Morning break

10:50 am — 11:40 am

Experience sharing on cross-border offering - by Mr.
Phillip Yeo from Nikko Asset Management Asia Limited

11:40 am —12:30 pm

Industry engagement — verbal update from each economy

12:30 pm — 14:00 pm

Lunch

14:00 pm —15:00 pm

ARFP enlargement
- Sharing on capacity building in Brunei by ASIC

- Others — verbal update from each economy

15:00 pm — 15:40 pm

Direction of the passport: Enlarge scope of the passport -
by SEC

- Possible topics: fund manager passporting / expanding
scope of product / disclosure harmonisation

15:40 pm

Close

15:40 pm - 16:00 pm

Afternoon break

16:00 pm — 16:30 pm

Media release about the 7" face to face JC meeting

- SEC to prepare draft media release for discussion

16:30 pm — 17:00 pm

Observer/JC member discussion and Q&A

17:00 pm —17:30 pm

Free time

17:30 pm — 18:00 pm

Transfer to Dinner, meet at Lobby, MAS Building

18:00 pm —20:30 pm

Dinner hosted by MAS
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Day 2: 23 Oct 2019-ARFP Industry day

Time

Agenda item

8:15am — 9:00am

Registration and breakfast

9:00am —9:15am

Opening address by MAS

9:15am —-11:00

Presentation by ARFP Joint Committee

11:00am — 11:15am

Break

11:15am — 11:45am

Presentation by PWC Singapore

11:45am - 12:20pm

Panel discussion and Q&A

12:20pm

Lunch
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Australian funds industry &
ARFP update

ARFP Industry Day, Singapore
23 October 2019

Topics
(a) Australian funds industry
(b) Passport process in Australia

(c) Passport update




x (a) Australian funds industry

* The funds management industry (retail & wholesale) is a
significant contributor to the nation’s economy.

 Total funds under management (June 2019): AUD 3.48 trillion*
(includes superannuation, life insurance providers, units trusts,
non-institutional and overseas investors).

« Assets invested in Australian managed funds: AUD 3.0 trillion*

*Source: ABS, Managed Funds, Australia, June 2019

S Australian funds industry (cont’'d)
I T N YT
Sm

Sm

otal managed funds industry 3573531 3680 620
Consolidated assets total managed funds institutions 2896 357 2999 986

ross invested assets between managed funds institutions 567 339 530 875

Unconsolidated assets total managed funds institutions 3463 697 3 530 861

Not available for

Life insurance corporations 238 414 ..
publication
Superannuation (pension) funds 2787 988 2 888 244
Public offer (retail) unit trusts 378 527 380 9464
All other managed funds institutions 58 768 o

publication
Source: ABS, Managed Funds, Australia, June 2019
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3 Ausiralian funds indusiry (cont’d)

» Sources of funds under

. Sources of funds - by sector
management placed with

Australian investment Superannuation e
managers include: Wholesale frusts 00

o Superannuation Government IR

o Wholesale trusts Life insurance IR

o Government -

Retail unit frusts 1 6.1%

o Life insurance
o Reftail unit trusts other los
O OverseGS 0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

Source: ABS, Managed Funds, Australia, June 2019

B Australian funds industry (cont’'d)

» Public offer (retail) unit trust assets totalled (June 2019): AUD 381.0 billion*

0 $185,944m in listed property frusts, $63,722m in listed equity trusts,
$10,361Tm in unlisted property trusts, $99,721m in unlisted equity trusts,
$176m in unlisted mortgage trusts, $21,040m in other unlisted frusts

Overseas | 5.5%

« Assets which retail funds can hold include:

o Units in frusts

o Overseas assets
o Debt

o Shares

o Property

» They can be traded on exchange markets (exchange traded funds or ETFs),
unlisted or listed.
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> Ausiralian funds indusiry (cont’d)

Typically retail funds are unit frusts.

°

o Note: Australia is currently developing a new
investment vehicle: Corporate collective
investment vehicle (CCIV).

Retail

+ Retail funds must be registered and are regulated
under Chapter 5C of the Corporations Act 2001
(CA)

+ Generally, a managed investment fund is a retail
fund if it has more than 20 members or it is
promoted by a professional promoter.

Operate

* There are over 470 responsible entities and over
3900 registered funds.

> Australian funds indusiry (cont’'d)

A retail fund must have a responsible entity (RE) to
operate the fund.

* The RE must be a public company and hold an
Australian financial services licence (AFSL) to operate
the fund.

Retail

* REs may hold fund assets (separated from their own
property) if authorised to do so — otherwise a

custodian may hold the assefts. Operate

 Typically, funds are managed by investment
managers with expertise and experience in the
assets of the fund.




\ (b) Passport process in Australia

Registering a passport fund in Australia

If ASIC registers
thefundas a
@ ~sic passport fund,
assesses the the operator must
@ Operator eligibility of notify the host
applies to the fund to economy or
ASIC to become a economies it
register a passport wishes to enter.
fund as a fund.
passport
fund.

\ Passport process in Australia (cont’d)

Opero’ror * Part A (general information)
|odgeg * Part B (specific information required by ASIC)

e Eligibility of the fund to become a passport
fund, including:

v Experience, capacity and reputation of the

ASIC J operator

v
assesses Funds under management
v Custody arrangements
v'Risk management arrangements
v'Fund does not have restricted assets




3 Passport process in Australia (cont’'d)

Steps for notifying a foreign passport fund in Australia

Find a distributor
or obtain an

Australian Check the fund’s
financial services name can be
licence (AFSL) used in Australia

Register operator as a
foreign company using a
Form 402 Application for

reqgistration as a foreign
company

3 Passport process in Australia (cont’d)

What operators must include in their notification to ASIC

v — v — ¢ —
v — v - v -
v - o — ¢ —
v — v —  —
* Operator details * Directors’ details *Whether currently in breach
+Local agent details « Australian distributor details of home economy laws
«Fund name for Australia * Australian external dispute : :"Taffihes of Australian law
. i resolution scheme * Relie
Z"J:,‘:,Qﬁ,’;,‘e in home membership details *PDS attachment
«Home economy and any *Financial statements auditor e Compliance controls and
host economy name monitoring for:
« AUM, shares or interests on *Implementation reviewer QComplaints
issue and valuation date el e QDistribution
*Website QDisclosure and reporting
*Part A attachment OMarketing

dCommunication with ASIC
and financial markets




3 (c) Passport update

* Legislation to infroduce Passport commenced in September 2018

» Chapter 8A of the Corporations Act 2001 & Corporations
Regulations 2001, Corporations (Passport) Rules 2018

« Australia can receive and process registration applications from
local funds and entry applications from foreign funds

« Australia yet to receive passport fund applications or notifications

» Draft CCIV legislation released for public consultation in early 2019
(under consideration)

» Proposed recognition of new CCIV structure under the Passport




ASIA REGION FUNDS PASSPORT

g

Invearsients Conminicn

® Financial Services Agency, Japan ‘

n

October, 2019

o Authorization Flow of Import Funds under
the ARFP Framework

o Key Actors in Japan

o Disclosure requirements

o Overview of Foreign Investment Trusts in Japan
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Authorization of Import Funds under the ARFP Framework

|
| 4. Confirming and Japan Securities
I Agent Association submitting the documents. Dealers
Member € m Association
Host Country | -
Authority 5. Reviewing the Amended the Rules
| [ documents, and | g::ce_;l_::g Foreign
I notifying the Agent urities
- 1. Registeri I I 3. Submitting “Statement of aresult of the oo
; ' deglsde":l? a I of Notification of Dealing review through the :
Au;FPufn er the " I in Foreign Investment Agent Association I
p rarTew:r | Trust Securities” etc., Member. v
Jg:):)l:po ingto | | based on the Rules
I I Concerning Foreign o .
I Securities Transactions by (5. Notifying the review results)
| | the JSDA (Article 18).
Applicant | v Financial Services
(f?l ‘::Ir?;(:o(;:i:‘ge I 6. Submitting the notification Agencyl Japan (J FSA)
into Japan) I documents to the JFSA. > 7. Notifying the agent about
: I Agent 8. Notifying the JFSA of the | ' cqnformltty “;'fth t:' et: RFP
| & I fund based on Article 58 of requirements, (If not, the
B the Investment Trust Act JFSA reports the result to
% e Investment Trust Act. the home country authority.)
\\f Jz. Establishing an Agent in Japan
» . N
: A 9. Registering the ARFP fund
I ‘
10. Notifying the host country authority
|
|

Key Actors in Japan
1. Local agent

* has an address in Japan
* the “Communication HUB” in Japan
* between JFSA and Agent Association Member of
JSDA

e Ifitis an independent entity, it is not seen as “a
permanent establishment” of the principal (operator)
for tax purpose

2. Agent Association Member

* A member of JSDA. JSDA is a self regulatory body
which sets the criteria to select foreign investment
trusts/foreign investment companies that can be
solicited by the members (securities dealers) to retail
investors in Japan.

* The Association Member shall confirm that the fund ‘
which is distributing is compatible with ARFP and the
criteria set by JSDA. 4




Disclosure requirements

Financial Instruments and Exchange Act | Act on Investment Trust and Investment
(FIEA) for (prospective) investors Corporation for (existing) beneficiaries

Initial Continuous Initial Continuous
* Securities * Annual Securities * Notification * Investment Report
Registration Report (ASR) documents under + Comprehensive
Statement (SRS) * Semi ASR Art 58 * Delivered
* Prospectus * Extraordinary
Report
* SRS shall be * ASR/Semi ASR shall * Documents shall be < Delivered ed. shall
submitted before be submitted submitted before be sent to known
starting solicitation periodically starting solicitation beneficiaries
* Prospectus shall be ¢ Extraordinary periodically
delivered to Report where * Comprehensive ed.
prospective there is an event shall be sent on
investors that has an demand
“significant
impact”
* SRS/ASR/Semi ASR shall contain financial * Notification shall
documents audited by a Certified Public contain terms and
Accountant conditions/constitu
tion/etc.
9

Overview of Foreign Investment Trusts in Japan
I. Stock Type
(i) Global Type
(a) Normal Type
(b) Balanced Type
(ii) Regional Type
(a) Asia/Oceania Region Type
(b) Europe/Africa Region Type
(c) America Region Type
(d) Japan Type
Il. Bond Type
(i) Normal Type
(ii) Derivative Type
(iii) MMF Type
lil. Others
(i) Real Estate Type

(ii) Others ‘
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Overview of Foreign Investment Trusts in Japan

Time Transition of Total Net Assets by type

(Unit: million yen)

9,000,000
8,000,000
7,000,000
6,000,000
>/000,000 W Security type
4,000,000 H Bond type
H Others

3,000,000

2,000,000

1,000,000

0

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 (year)

Source: Japan Securities Dealers Association
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ARFP foreign fund admission and regulation in New
Zealand

Joanne Davis-Calvert:

N\ FMA

FINANCIAL MARKETS AUTHORITY
TE MANA TATA! HOKOHOKO - NEW ZEALAND

Contents

* Brief landscape of the NZ fund industry
* Overview of the NZ passporting process

* Recent take ups or new ARFP fund launches (if any)

N\ FMA

FINANCIAL MARKETS AUTHORITY
TE MANA TATAI HOKOHOKO - NEW ZEALAND




Overview of the NZ pas§gorting process

Importing ARFP Funds to New Fealand

New Zealand

[2} and {3} Regiztration on

Financial Service Providers

Registrar

Register and joining of 2

dizplte resodution scheme

¥

COMPAMIES DFFICE

é {#4}Appoint agent for service of
I process p
Agent for service of process
%

Cis i

% — |
\
5 fication for entr
ey
[5] Register offer \\“\\ Host Regulator |

[ res

' NEW ZEALAND

COMPAMIES OFFICE
Diaciose

\\\ FMA

TENARCIAL MATELTE AUTHORITY

The FMA has published a guide for foreign passport fund operators
wanting to offer interests in CISs in New Zealand under ARFP.

You can find the guidance note here:

https://www.fma.govt.nz/assets/Guidance/Funds-Passport-

incoming-funds-guidance.pdf

N\ FMA

FINANCIAL MARKETS AUTHORITY

TE MANA TATAI HOKOHOKO - NEW ZEALAND




Overview (cont.) - reglster as a financial service

provider

* The operator of the passport fund will need to register as a financial
service provider on the Financial Service Providers Register.

* A helpful guide on registration can be found on the Companies Office
website, by searching for ‘register as an other entity’.

* At the time of registration, the operator will need to pay:

— An application fee of NZS345, plus a criminal history check fee of
NZS40.25 for each director, controlling owner and senior manager
of the operator

— An annual FMA levy of NZ$529.
\\\ FMA

FINANCIAL MARKETS AUTHORITY

Overview (cont.) - join a dispute resolution scheme

* The operator of the passport fund will need to join one of four approved
dispute resolution scheme in New Zealand:

— Financial Dispute Resolution Service: https://www.fdrs.org.nz/become-a-
scheme-member/join/ (fees are NZ$870 per year)

— Financial Services Complaints Limited: www.fscl.org.nz/financial-service-
providers/application-forms (fees are NZ51,025 to NZ$2,050, depending on
the size of the fund)

— Insurance and Financial Services Ombudsman:
https://www.ifso.nz/membership/become-a-participant/ (fee information
available on request)

— Banking Ombudsman (for banks only).

mosiit FSEL Yo

RESOLUTION FINANCIAL SERVICES COMPLAINTS LTD OMBUDSMAN




Overview (cont.) - apply for entry

* Applications for registration should be made to the FMA at:
fmcapplications@fma.govt.nz.

* The application must include:

— Passport fund unique registration code
— Part A application form

— Details of the fund’s policies and procedures to ensure compliance with
NZ law

— Name of the fund’s agent for service of process and distributor in NZ
— Any exemptions provided by the Home Regulator.

* Afee will be payable based on the amount of time spent on the application

\\\ FMA

FINANCIAL MARKETS AUTHORITY

Overview (cont.) - registration of offer

* Once the FMA has approved your application for registration, you
must register the offer on the Disclose Register.

* |Information about how to access the online services:
https://disclose-register.companiesoffice.govt.nz/help-
centre/getting-started

* Information about registering an offer: https://disclose-
register.companiesoffice.govt.nz/help-centre/overseas-issuers/asia-
region-funds-passport/

N\ FMA

FINANCIAL MARKETS AUTHORITY

TE MANA TATAI HOKOHOKO - NEW ZEALAND




Overview (cont.) - what are the disclosure

requirements?

Before an offer can be made the fund must:

* Prepare a product disclosure statement (PDS) and information sheet

* Lodge that PDS and information sheet on the Disclose Register

* Upload any other material information on the Disclose Register

* Pay a one off fee of NZ$521.74 (per fund) and a one off levy of
NZS$609.50 (per fund).

\\\ FMA

FINANCIAL MARKETS AUTHORITY

Overview (cont.) - the product disclosure statement
(PDS)

The PDS has a limit of 12 pages or 6,000 words

It begins with a key information summary (KIS) covering the following:

What is this?

What will your money be invested in?

Who manages the [name of scheme/funds]?
What are the returns?

How can you get your money out?

How will your investment be taxed?

Where can you find more key information?

N\ FMA

FINANCIAL MARKETS AUTHORITY

TE MANA TATAI HOKOHOKO - NEW ZEALAND




Overview (cont.) - the product disclosure statement:

content

The PDS must also cover the following:

* How does this investment work (which includes descriptions of when
distributions will be made)

* Description of your investment options

*  What are the risks of investing (which includes mandatory use of a risk
indicator)

* What are the fees?

*  What taxes will you pay?

*  Whoisinvolved?

*  How to complain

*  Where you can find more information

\\\ FMA

[} H OW to a p p |y. FINANCIAL MARKETS AUTHORITY

Overview (cont.) - the product disclosure statement:
pre-registration review .

The FMA offers a free non-binding informal review service of the PDS
prior to formal registration. A pre-registration review is an initial review
by the FMA of a draft offer document to help issuers feel more
confident that their offer documents are likely to satisfy the FMA’s
expectations.

To get a pre-registration review under way please contact the FMA
at compliance@fma.govt.nz, including ‘pds help’ in your subject line, or
call us on 0800 434 567 (+64 3 962 2698 for overseas callers).

Please identify that the offer is an ARFP offer.

\\\ FMA

FINANCIAL MARKETS AUTHORITY




Overview (cont.) - information sheet

Funds must also produce an information sheet. This provides investors
with information about the ARFP and highlights differences between an
ARFP offer and a standard NZ retail offer.

The form of the information sheet is prescribed in regulations.

\\\ FMA

FINANCIAL MARKETS AUTHORITY

Overview (cont.) - ongoing disclosure requirements

Funds must:

* Update fund information on the Disclose Register as required

* Confirm the fund is still open for applications and pay a fee of NZ$600 per
fund

* Provide quarterly updates on the fund’s performance and fees
* Prepare an annual report on the affairs of the fund and pay a fee of N25275

* Give investors confirmation information when a product is issued,
transferred or redeemed

* Lodge financial statements, translated into English and pay a fee of
NZS201.25 plus a levy of NZ$55.20

* Confirm it is still a financial service provider and pay a fee of NZ$86.25 plus

a levy of any amount still to be decided. \\\ FMA

FINANCIAL MARKETS AUTHORITY




Overview (cont.) - quarterly fund updates

* Quarterly fund updates tell investors how the fund has performed and what
fees were charged.

* It must include:
— A description of the fund
— The risks of investing, including the risk indicator
— Information on how the fund has performed:
* including the returns for the specified periods
* including a comparison against the market index
— The fees charged

— Information about the investment mix

— Information about key personnel. \\\ FMA

FINANCIAL MARKETS AUTHORITY

Overview (cont.) - distribution

* Giving financial advice is considered a “financial service” in New Zealand.

* A passport fund will need to register on the Financial Service Providers
Register if it intends to provide financial advice to retail clients.

* This will include a situation where the passport fund provides a distributor
with financial advice to pass on to retail clients.

* If the passport fund intends to provides “personalised” advice to retail
clients, then it will also need a licence.

Passport

Fund Distributor

N\ FMA

FINANCIAL MARKETS AUTHORITY

TE MANA TATAI HOKOHOKO - NEW ZEALAND




Overview (cont.) - privacy and AML

* Funds should be aware of their obligations under the Privacy Act 1993 to
properly handle the personal information of New Zealand citizens.

* Funds should be aware that they may be subject to the requirements of the
Anti-Money Laundering and Countering Financing of Terrorism Act 2009.
For this Act to apply, the financial activities of the fund must be carried on
in New Zealand in the ordinary course of business.

*  We recommend that funds discuss this with their New Zealand legal
adviser.

\\\ FMA

FINANCIAL MARKETS AUTHORITY

Recent take ups or new ARFP fund launches

Smartshares Limited (a New Zealand manager) has made an application in
respect of its SuperLife NZ Dividend Fund. It hopes to offer this fund into
Japan through ARFP.

\\\ FMA

FINANCIAL MARKETS AUTHORITY




Any questions?

Please let me know if you have any questions.

Alternatively, you can email me: joanne.davis-calvert@fma.govt.nz

Should you have queries about the NZ market or would like a referral to an NZ
service provider please contact Richard Klipin at the NZ Financial Services
Council: richard.klipin@fsc.org.nz

\\\ FMA

FINANCIAL MARKETS AUTHORITY
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1. Overview of Korea's Fund Industry
2. Korea’'s Regulatory Framework
3. Regulations on Fund Distribution

4. ARFP in Korea
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1. Current Status of Asset Management Companies

@ Total number of Asset Management Companies in Q2 2019 was 260
= In 2015, the number of AMCs increased significantly due to relaxation of regulation.

= The number of AMCs is steadily increasing.

@ Total number of executives & employees in Q2 2019 was 8,794

= As the number of AMCs increased, the number of executives & employees also increased steadily

No. of executives & employees

(unit : no. of companies) (unit : no. of people)

300 10,000

260 8,794
243 9,000 8,223 z

215 8,000 7,338

250

- 7,000 [ 6,400~ T
165 6,000 5250
150 5,000 L - R R R

100 86

3,000 ([ R- R -
2,000 [ JE- R .-

50
I I 1,000 [
0 62 0 -

2014 2015 2016 2017 2018 2019.6 2014 2015 2016 2017 2018 2019.6

‘ 1. Overview of Korea’s Fund Industry



I 1-2. Current Status of Asset Management Companies

€ Net income in 2018 was 606 billion

= Net income from January to June 2019 was 456 billon.

¥ ROE in 2018 was 10.2%
= Annualized Roe in 2Q 2019 was 13.3%

(Unit: krw 100m) (Unit: %)
7,000
o0 6,016 6,274 6,060 14 13.2 13.1
' yoss L | 113 116
5,000 = 10.2
4,175 10
4,000
8 |
3,000 6 |
2,000 4 [
1,000 2
0 0

2014 2015 2016 2017 2018 2014 2015 2016 2017 2018 5

I 1-3. Asset Under Management

@ Total amount of AUM in Q2 2019 was 1 quadrillion and 94 trillion

= Fund 616tn, Discretionary Management 478tn
* Fund and Discretionary investment management shows continuous increase

€ Upward trend in private fund(62%), downward trend in public offering fund(38%)
= In total fund assets of 616tn, private fund takes 381tn(62%) and public fund takes 235tn(38%)

e 5 2 I\ 4 - o N
. Fund AUM-Discretionary Property | & Fund: Public, Private )
(Unit: krw tn)
1,200 70%
62%
0% 60% ° —e—Private
1,000 0 Fund
50% <l
800 ™
o0 M Discretionary ~ 40% . -%-Public
40% 38% Offering
30%
400 M Fund —
200
10%
0 63 o
2014 2015 2016 2017 2018 2019.6 2014 2015 2016 2017 2018 2019.6



2. Korea's Regulatory Framework

2-1. Fund Management in Korea

@ Pooling of investors’ money, Managed by expert having
investment discretion, Distribution of management results

= Pooling of money
: Single investor fund is not allowed

= Management by expert
: AMCs should be independent from investors in investment

= Distribution of management results
: Each investor should have same profit sharing mechanism

€ To manage funds, AMC must be a licensed entity

@ Publicly Offered fund (Public Fund)

= Offered to 50 or more investors (retail)

= Classified by investment type (i.g, securities type)



I 2-4. Supervisory Framework

® FSC(Financial Services Commission)

= empowered drafting laws, administrative legislation (presidential
decree, etc), supervisory regulation

@ FSS(Financial Supervisory Service)
= Support the FSC implementing it's resolutions; Examination;

Investigation; Enhancement of supervisory regimes, etc.

¥ KOFIA(Korea Financial Investment Association)

= Support the FSC implementing it's resolutions; Examination;
Investigation; Enhancement of supervisory regimes, etc.

3. Regulations on Fund Distribution
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I 3-1. Fund Registration

€ Fund registration is required for all funds

@ FSS reviews Security Registration Statement (within 15 days)

= Should be filed to the FSS via electronic filing system
= AMC/Trustee/Distributor/Administrator related a fund should meet all
the requirements provided under the FSCMA

@ FSS can issue an order to correct the registration statement
if the registration statement is incomplete or falsely stated

€ A fund cannot be offered before the completion of registration

11

I 3-2(1). Fund Prospectus

€ Fund Prospectus requirements

= AMC should submit to FSS on effective date of SRS

= Same form with SRS(different cover)

= AMC updates prospectus at least once a year

cf. Liaison officer(Local Agent) mandatory for offshore funds
€ Use of Simplified Prospectus in sales

= Distributor can use simplified prospectus in fund sales

= Distributor should explain material facts of prospectus and hand
over simplified prospectus when it is requested by investors
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I 3-2(2). Fund Prospectus

@ Prospectus should include issues as below

= investment policy and objective

= investment risk, including the fact the principal is not guaranteed
= Registered fund managers

= Past Performances, if any

= Name of fund, AMC, distributors, trustee, admin

= Type of fund by investment object and redemption availability

= Fees, commission (including redemption commission), and expenses
= Criteria of selection of a broker

= Valuation method and calculation of NAV

= Distribution of income, Taxation,

= Method of sales and redemption (mandatory forward pricing)

= Restrictions on redemption and deferment of redemption

= Winding-up

I 3-3(1). Asset Management Report

€ AMC is required to provide asset management report of
a fund to investors on quarterly basis

= Exception: private fund, investors who expressed refusal,
MMF and listed closed-end fund whose report is disclosed

€ Asset Management Report should provide

= fund’s assets and debt, NAV, fund’s performance record, turnover
ratio of stock trading, management plan, fees and other charges, etc

@ Trustee of fund is required to review the report

@ The report is offered to investors via distributor’s mail or
email
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I 3-3(2). Asset Management Report

€ Mandatory items

= Past performance for the relevant period

= Valuation of investment by object, Details of assets

= Turnover ratio during the relevant period

= Monthly traded amounts and commissions for brokers,

= The weights of transactions of stocks and investment securities or
exchange-traded derivatives

= Registered fund managers

= Transactions with interested persons

= Whether and how the voting right was exercised
(including the reasons for not exercising the right, if not exercised)

I 3-4. Offshore fund registration requirement

€ Under current regulation of FSCMA, all offshore funds
marketed and sold to Korean investors are required to be
registered with FSS

= Offering to retail investors: both fund registration and SRS filing
= Offering to QPIs only: fund registration

@ Eligibility criteria of offshore fund manager

= Minimum net assets

= AUM of 1 trillion won or more

= No sanction

= Foreign asset manager should appoint qualified domestic contact agent

= Etc
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4. ARFP in Korea

4. ARFP in Korea

® |n June 2018, an amendment bill on “the Financial Investment Services and
Capital Market Act (FSCMA)" was submitted to the National Assembly of Korea
for the purpose of laying an institutional foundation for the ARFP.

* The bill contains statements that substantially streamline registration
requirements with an aim to make it easier for the passport funds of other
member economies to gain entry into Korea when compared to ordinary foreign-
domiciled funds.

= The bill was fully reviewed by several standing committees of the National
Assembly in August 2019, and will go through legislative and other assessments
and be taken up for consideration and passage at a plenary session in due course.

= We are making continued efforts to explain and persuade the National
Assembly to pass the bill
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18



esentation are personal opinions
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Funds Industry in Thailand

& Application Process
for inbound ARFP Passport Funds

October 2019

E

SEC

9 THAI MUTUAL FUND INDUSTRY AT A GLANCE (Jul 31, 2019)
billion companies*® bank channel individual investors
“
companies
= Types of funds = Market share of top 5 asset = Types of distribution channels = Types of investors

management companies

Kasikorn AM
Fixed income fund
SCB AM
Others 20%
\ Mixed fund 25%
BBL AM
Krun MB\ 15%
AM

Individual investors
72%

_Institutional
investors

Note : *only firms that are operating mutual funds

]
THAI MUTUAL FUND INDUSTRY s 2711 S & C
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() SIZE AND GROWTH OF THAI MUTUAL FUND INDUSTRY

= Mutual funds has grown drastically with the impressive growth of 13%.

] \ o
More than % of the funds are Fixed income funds. 152 152 161

(+9%) (-0.3%) (+6%) Mutual Fund
CAGR +13%

NAV : billion US dollars

V" Infrastructure

fund
(42%)

Fund of
. funds
“._(21%) Proper
~ fund typel
(16%)
2010 2011 2012 2013 2014 2015 2016 2017 2018 Jul E
2019 —

HFIFUND = MIXED FUND mEQFUND mALTFUND
THAI MUTUAL FUND INDUSTRY s 3711 S E C

@ FOREIGN INVESTMENT FUND (FIF) STRUCTURE

= Proportion of FIF slightly increased from 28% in 2014 to 30% in July 2019,
but FIF size has been growing by 11% per year.

NAV (billion USD)

150 139
134
125 104 119 e 30%
27%
100 94 26% 27% 27%
75 28%
% 74%
- 72% °
2014 2015 2016 2017 2018 July 2019
FIF 26 27 32 36 35 41 CAGR = 11%
M non-FIF 68 77 87 98 95 97 CAGR = 8%

MO

Note : exclude non-retail fund, Property fund (typel), Infrastructure fund, REIT —
THAI MUTUAL FUND INDUSTRY s 4711 S & C
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o ASSET MANAGEMENT COMPANIES (AMC)

= 95% of AMC’s market share are from bank subsidiaries.

= Top 5 AMC, commanding total market share of 75%, generally offers bond funds to investors.

Types of AMC (by AUM) Top 5 AMC (by AUM) Types of funds offered by Top 5 AMC

Kasikorn AM

Fixed income fund

Foreign subsidiary
1% Others\

2% Others

Property fund

Bank subsidiary
95%

Infrastructure fund
8%

Ts \‘ &
investment fund ) -
3% o

Note : as of Jul 2019 —

THAI MUTUAL FUND INDUSTRY s 5711 S & C

“I}. DISTRIBUTION CHANNELS

» More than 2/3 of funds are distributed through bank channel.

= Business models of distributors gradually change from closed architecture to open architecture.

Types of distribution channels (by sales volume)
2% 2%

3%

S4bn

$19bn

14% ¢21pn

Closed

Closed

89% 82%

$105bn

2015 2016 2017 2018
mBank © Broker m AMC ® Others !.)

Other Type D licensed operators including
insurance companies and fintech firms

]
THAI MUTUAL FUND INDUSTRY s 6711 S & C
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;‘._,‘H . INVESTORS
"

= Majority of mutual fund investors are individual investors.

Types of mutual fund investors (by investment value)

2014 2015 2016 2017 2018

M Individual investors  ® Institutional investors

0

THAI MUTUAL FUND INDUSTRY s 7711 S E C

THAILAND’S CURRENT STATUS OF THE ARFP IMPLEMENTATION
o)

SEC The Securities and Exchange Commission, Thailand

‘ ‘ Q About Us Laws/Regulations ?@ News/Market Data ‘ ‘?.9 Investors

Laws/Regulations

The SEC’s relevant regulations on
the implementation of the ARFP
have come into effect since

February 16, 2018

Home > Laws/Regulations > Regulations > Cross-border Offering of Funds

Bestisfigns | Asia Region Funds Passport (ARFP) e English translation of the Rules

and Regulations is in progress
Cross-border offering of funds Regulation Summary

Related Manuals/Guidelines =  Please visit our website:

Related Rules and Regulation http.s://www.sec.or.th/EN/'Pages/LawandReg
@ ulations/CrossborderOfferingofFunds.aspx

Related Forms

* Foreign Exchange-Traded Fund (Foreign ETF) b List of approved ARFP Passport Funds D.
—

APPLICATION PROCESS FOR INBOUND PASSPORT FUNDS === g /11 SEC
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APPROVAL PROCESS OF ARFP PASSPORT FUNDS

Return of
the documents

SEC Thailand
publishes the name
of the Passport Fund
on the SEC’s website
prior to the offerings
in Thailand

Not approved

Foreign CIS Operator

/ local representatives

Approval process
Streamlined authorizatio

Review within
15 working days

Offering through

= e

(D .
e .
.

-
m L

Submission of documents

local distributors

APPLICATION PROCESS FOR INBOUND PASSPORT FUNDS

Submission of documents

= Language : Thai or English

= Application documents (“Form 35 - ARFP CIS”)

& supporting documents including:

v “Form 69 —CIS full” | Local Rules

- Fund Fact Sheet (~ Product Highlight Sheet)

- Registration Statement, Prospectus
v Proof of approval from Home Reg.

v Evidence on appointment of

Local representative / Local Distributors
= A fee of THB100,000 (+VAT)
All forms are available on our website, please visit ()
https://www.sec.or.th/en/pages/lawandregulations/arfprelatedforms.aspx ﬁ

/11 SEC

DISTRIBUTORS OF FOREIGN ARFP PASSPORT FUNDS

Distributors of foreign ARFP Passport Funds

must have license(s):

i.e. Securities/Brokerage Companies
i.e. Asset Management Companies

TypeD i.e. Broker/Dealer of Investment Units

normally are banks / fintech firms /
insurance companies

Lists of the licensed entities could be found on the SEC website

MO}

SEC The Securities and Exchange Commission, Thailand

A |

Home

75

About Us M Laws/Regulations g News/Market Data
©}

> News/Market Data > Market Data > Intermediaries

LINK to a list of Type A businesses

LINK to a list of Type C businesses

LINK to a list of Type D businesses

D

APPLICATION PROCESS FOR INBOUND PASSPORT FUNDS s 10 /11 SEC



-]
ON-GOING REQUIREMENTS

CIS Material Update “Form 69 — CIS Material Update”

= For a material change of the information specified in the effective registration statement,

= Report to the SEC within 10 working days

CIS Annual Update “Form 69 — CIS Annual Update”

= Report the fund’s information annually to the SEC within one year since effective date

Sales Report “Form 35 — Sales Report”

= Report the sales of fund’s units to the SEC within 45 days from the last date of the calendar year

()
All forms are available on our website, please visit https://www.sec.or.th/en/pages/lawandregulations/arfprelatedforms.aspx £
APPLICATION PROCESS FOR INBOUND PASSPORT FUNDS 11/11 SEC

SEC

The Securities and Exchange Commission, Thailand
333/3 Vibhavadi-Rangsit Road, Chomphon, Chatuchak, Bangkok 10900, Thailand
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Proposed Amendments to MOC and interpretative issues

1. Passport Fund Investments (Part 6)
- Restrictions on portfolio allocation (Division 6.3)

@ (Group Limit) While the MoC(Subsection 31) puts a 20% investment limit on the same
group of entities, the Financial Investment Services and Capital Markets Act (Capital Market

Act) has no such limits or definitions.

Plus, the definition and scope of the same group of entities described in MoC are too

broad to tell whether an actual investment violates the group limit from our perspective.

Q1) Does the laws of other ARFP countries clearly define the group limit on collective
investment schemes?

Q2) If so, how do asset managers and trustees see if their investments exceed or stay
below the limit? (Do they have a separate data base to monitor this?)

Q3) Can we ease the group limit?

@ (Index/Benchmark Fund) There is a 25% limit in Subsection 33(b)*. But it can be
problematic in Korea if you simply look at KOSPI200, which is the iconic index for the
Korean market. Here, Samsung Electronics alone takes up 26.16% of KOSPI200, thus

making it a non-eligible index according to the MoC.

* Subsection 33 QIHA/#MX|0L3 HE EXX|SHApplication of certain restrictions to index funds and benchmark funds)

Other indices are even smaller in size than KOSPI200 meaning that Samsung Electronics
easily exceeds the 25% limit.
Given this reality, Korea plans to revise the Capital Market Act to ease™ the investment

limit on each asset.

* 30% of fund = asset’s actual share of index

Q) Can we ease the 25% limit in the MoC?
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FORM 5303 - Notify Intention to offer interests in a Foreign Passport Fund in Australia

3 (Acceptable Risk) The act of assessing assets as an acceptable or non-acceptable risk
may become subjective based on Operator’s discretion, which will often cause
misunderstanding between Operators and Supervisory Authorities regarding how we
evaluate fund assets.

Q7) Was it the intent of MoC to grant a full discretion to Operator for this matter?

Q2) Is there any plan to develop a more objective tool of assessment and clearly

define what an acceptable risk is?

2. The Operator of a Passport Fund (Part 3)

o (Register of Beneficiaries) The MoC (Subsection 8(b)(iii)) states that, for the interests
held by a member in Host Economy, the person keeping the register is regulated by the
Host Economy Regulator. In Korea, it's virtually impossible to share the actual beneficiary
register upon the request of Host Economy regulator at any time. This is because of KSD's
nominal register management. In Korea, beneficiary register is ultimately written in the
name of KSD as a nominee, meaning that, if you open up the register right now, interests
are recorded in a total amount under KSD's name. If you want to know the exact interests
of some particular beneficiaries, it takes time to collect beneficiary details from each and
every distributor and identify the specific interests. Also, in the first place, by law, KSD is
allowed to specify actual beneficiaries only in the event of a meeting of beneficiaries.
Therefore, In Korea, it's virtually impossible to share the actual beneficiary register upon
the request of Host Economy regulator at any time.

Q) In other ARFP nations, is it possible to share the confirmed register of actual

beneficiaries at any time upon the request of Host Economy regulator?
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Jomt Committee Meeting 21-22 October 2019, Singapore

& fundspassport.apec.org/joint-committee-meeting-21-22-october-2019-singapore/

by thapanee

The Asia Region Funds Passport (“Passport”) Joint Committee (“JC") held its seventh face-
to-face meeting in Singapore on 21 and 22 October 2019, hosted by the Monetary
Authority of Singapore. The meeting was attended by representatives from Australia,
Japan, New Zealand (Deputy Chair), Republic of Korea and Thailand (Chair). The JC was
pleased to welcome observers from the Monetary Authority of Singapore, the Securities
Commission Malaysia, the Securities and Futures Bureau of Chinese Taipei, the Securities
and Futures Commission of Hong Kong and the Securities and Exchange Commission of
Philippines.

Progress of the Passport

Following the official launch of the Passport on 1 February 2019, the Passport now has
the first application for registration as a passport fund under review with the New
Zealand FMA.

The JC discussed engagement with industry and how the member economies and the JC
itself could increase awareness and encourage use of the Passport by industry. The
recent enhancements to the ARFP website will support this goal.

The Chair of the JC, Ms Saovanee Suwannarong of the Securities and Exchange of
Thailand, said:

Now that the Passport is in operation, the JC endeavors to raise awareness of the Passport
by having necessary information available for the industry to help broaden the

understanding of the framework and by continuing to engage with industry.

The JC also discussed the future direction of the Passport including working towards
interoperability with other passport arrangements, and continuing discussions with a
number of economies in the region that have the potential to join as participants.

The JC continues to have a dedicated session for observers to provide an opportunity for
dialogue between the JC and potential new members about the opportunities and
practical considerations associated with joining the Passport.

The JC has also published the latest Annual Implementation Report for 2018 - 2019.

Industry outreach
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https://fundspassport.apec.org/joint-committee-meeting-21-22-october-2019-singapore/
https://fundspassport.apec.org/wp-content/uploads/2019/10/ARFP-implementation-report.pdf

The JC welcomed the Industry Day event arranged by the Monetary Authority of
Singapore on 23 October 2019 in Singapore. Over 350 stakeholders from around the
region were in attendance. Ms Jacqueline Loh, Deputy Managing Director of the MAS,
opened the event. Attendees heard from JC members about passporting processes in
each member economy followed by a Q&A session about practical issues for those
interested in using the Passport.

This was followed by a presentation from Mr Armin Choksey of PwC, who highlighted the
opportunities in Asia’s managed funds market that were created by the ARFP. The event
was concluded by a panel session with fund managers, tax advisors, and securities
services providers, who provided insights based on their experiences in cross-border
provision of funds management services.

Mr Armin Choksey of PwC said:

The ARFP is history in the making. It is setting an example for many other trading blocks
of economies through its provision of improved market access and regulatory

harmonisation, giving investors a more diversified choice of investment funds.

The JC discussed various ways to raise awareness of the opportunity presented by the
ARFP scheme and confirmed its continued interest in working with industry to develop
the passport.

Next Meeting

The next face-to-face meeting of the JC is planned to take place in Thailand in April 2020.

Background

In June 2016, Australia, Japan, the Republic of Korea, New Zealand and Thailand entered
into a Memorandum of Cooperation (“MoC”). The JC was established under the MoC to
oversee the effective implementation and operation of the Passport.

The Passport, established through the APEC Finance Ministers’ Process enables cross-

border offerings of managed funds to retail investors. It is intended to provide significant

benefits to investors through more fund choice, while maintaining effective legal and
regulatory arrangements for investor protection. It is also intended to strengthen the
capacity, expertise and international competitiveness of financial markets and the funds
industry in the region.

30 October 2019
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ﬁ " Financial Services Agency

E’A Financial Services Agency | Government of Japan

Government of Japan i / i
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TETSUYA GOMAMOTO | Deputy Director for International Capital Markets Regulation

International Affairs Office

International Financial Markets, International 4 (ffairs Office
Attorney at Law (Admitted in Tokyo Bar Association)
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