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ALTERNATIVE INVESTMENT FUND MANAGERS DIRECTIVE - 

OVERVIEW OF THE UK’S SMALL REGISTERED AIFM REGIME 

This note sets out an overview of the regulatory regime for a small registered UK AIFM under 
the Alternative Investment Fund Managers Directive 2011/61/EU (the "Directive"). 

1 BACKGROUND 

1.1 The Directive sets out a comprehensive framework for the regulation of the 
management and marketing of alternative investment funds (“AIFs”) in, or into, 

the EEA.  Subject to certain exceptions, funds managed in the EEA require a fully 
authorised alternative investment fund manager (“AIFM”) to be appointed.  It also 
requires the appointment of a depositary and places requirements on delegates 

and certain other service providers to the fund, such as valuers.   

1.2 We do not set out the definition of an AIF in this note (but can advise separately 

on that on request).    

2 SMALL AIFM (KNOWN AS A SUB-THRESHOLD AIFM) REGULATED BY FCA 

2.1 The Directive permits EEA Member States to establish a lighter-touch regime for 

managers with a small amount of assets under management.  The UK has 
implemented this regime.  The relevant threshold for being a small AIFM is either:   

2.1.1 €500 million of assets under management (“AUM”) where each of the AIFs it 

manages has no leverage and there are no redemption rights for the first five 
years; or  

2.1.2 €100 million of AUM for all other AIFMs.   

In each case the AUM are to be calculated across all AIFs managed by the AIFM1. 

2.2 A small AIFM subject to this regime need only: 

2.2.1 register with the competent authorities (giving less information compared to full 

scope AIFM); 

2.2.2 provide information regularly on the main instruments in which it is trading and on 
the principal exposures and most important concentrations of the AIF in order to 

enable the competent authority to effectively monitor systemic risk; and 

2.2.3 notify its competent authority (in the UK, the FCA) in the event that it no longer 

complies with the qualifying conditions. 

 

1  The calculation of thresholds only applies to the AUM of AIFs.  It does not, for example, include segregated 
portfolios that are also managed by the AIFM. 
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2.3 AIFMs that qualify for the registration and disclosure regime may nonetheless 

choose to apply for full status. 

3 TYPES OF SMALL  

4 AIFM 

4.1 In the UK, there are two different types of small AIFM: small authorised and small 
registered.  A small authorised AIFM is a firm which is authorised and regulated by 
the FCA in its own capacity.  Whilst it does not need to comply with the full 

compliance requirements set out in the Directive, it still needs to comply with the 
other obligations under the FCA’s authorisation regime. 

4.2 For a restricted number of types of manager, the UK alternatively permits a 

manager to operate as a small AIFM without being authorised by the FCA.  There 
are three types of registered small AIFM permitted:  

4.2.1 an internally-managed body corporate; 

4.2.2 a manager of an unregulated collective investment scheme which invests the 
majority of its assets in land;  

4.2.3 a manager of certain types of European social entrepreneurship or venture capital 
funds.   

In this note, we focus on the second of these categories.   

5 SMALL REGISTERED UK AIFM  

5.1 To become a small registered AIFM under the property scheme regime, the AIFM 
(or the AIFs it manages) must meet the following criteria: 

5.1.1 the AIFM must have its registered office in the UK; 

5.1.2 its relevant AUM must not exceed the thresholds set out in paragraph 2.1 above; 

5.1.3 each AIF managed by the AIFM: 

(a) must be an unregulated collective investment scheme as defined in section 
235 FSMA (“CIS”); 

(b) must hold the majority of its assets as land,2 but this condition does not 

apply during the first 180 days and the last 180 days of the period during 
which the undertaking is an AIF; and  

 

2  An AIF holds land if it holds such land either directly, or indirectly through an entity that meets the conditions 
specified above in relation to (i) not being an authorised unit trust and so on; (ii) holding the majority of its 
assets in land; and (iii) not holding specified investments. 
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(c) does not hold any investment of a kind specified for the purposes of 

section 22 FSMA (such as shares, bonds, derivatives and fund units);3 and 

5.1.4 none of the individuals responsible for the management or operation of the AIFM 
have been convicted or any offence involving fraud or dishonesty, other indictable 

offence (including outside the UK), or are otherwise subject to a prohibition order. 

5.2 The FCA has up to three months to consider an application to become a small 
registered AIFM. 

6 FSMA REQUIREMENTS – NEED TO APPOINT AN FCA-AUTHORISED 
OPERATOR 

Each AIF managed by a small registered AIFM must be operated by a person who 

is appropriately authorised by the FCA to carry on the regulated activity of 
establishing, operating or winding up a CIS.  There are third party service providers 

who can fulfil the role of operator.  

7 OTHER POINTS 

There are various positives and negatives of becoming a small registered AIFM (as 

opposed to either a small authorised or a full-scope AIFM).  We set out some of 
these points below. 

7.1 Positives 

7.1.1 The AIFM will be subject to less compliance and reporting requirements than if it 
was either a small authorised AIFM or a full-scope AIFM. 

7.1.2 Small AIFMs will not be required to appoint a depositary to their AIFs, and will also 

not have to apply the Directive’s requirements to their delegates or agents. 

7.2 Negatives 

7.2.1 Many other EEA jurisdictions outside the UK do not fully recognise the small AIFM 

regime. As a result, it may be difficult to market funds managed by a small AIFM 
into other EEA jurisdictions.  In some EEA jurisdictions, AIFs managed by a small 
AIFM can only raise capital on the basis of reverse solicitation.   

7.2.2 If the value of AUM by the small AIFM increase to over the threshold set out in 
paragraph 2.1 above, it will become necessary for the AIFM to apply to become a 

full-scope AIFM.  It will also need to apply the full compliance regime to its existing 
AIFs.  Care should therefore be taken to ensure that the fund documentation 

 

3  For these purposes, an investment held by an AIF is not to be considered an investment of a kind specified for 

the purposes of s.22 FSMA if it is: (a) a contract of insurance which relates to land held by the AIF; (b) shares, 
etc. through which the AIF holds land. 
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enables this conversion to take place as and when necessary without requiring 

investor consent (for example, the AIFM is permitted to appoint a depositary and 
charge its fees to the AIF). 

7.2.3 The need to appoint an operator will add cost into the structure.  Some investors 

and managers may also have concerns about the need to provide information to 
the operator and its potential level of control over the AIF and its assets. 

7.2.4 Given the restriction on holding investments (other than asset holding vehicles for 

real estate and insurance policies), care will need to be taken if you wish to include 
hedging or other non-real estate assets in the fund structure. 

 

This document provides a general summary only and is not intended to be comprehensive. 
Specific legal advice should always be sought in relation to the particular facts of a given 
situation. 

If you would like to discuss any of the issues raised in this briefing further, please 
contact Matthew Baker or Chris Ormond or your usual Investment Management or 
Financial Regulatory team contact. 

 

DISCLAIMER This is a financial promotion and has been reviewed in accordance with being 

fair clear and not misleading, however Sturgeon Ventures LLP in accordance with COBs 2.4.6 
has taken a proportionate approach but does not verify the information. The information it is 
only for Guidance and Education and none of the information contained within should be 

constituted as advice. This document is for Professional Clients and Eligible Counterparties 
and their Professional Advisors and is not for Retail Clients. If you seek advice, on any aspect 
regarding AIFMD, or any other related subjects in any of the content please contact the 

contributor for Professional Advice with regards to your own circumstances or your seek 
advice from your own Professional Advisors, or take a legal opinion in your own jurisdiction. 
AIFM Solutions is a trading name of Sturgeon Ventures LLP which is authorised and regulated 

by the Financial Conduct Authority in the United Kingdom. October 2016 


