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32. High Standards of Business Conduct 

32.1. General High Standards of Conduct 

To maintain the reputation of the AIFM, the AIFM’s Staff must conduct themselves in accordance with the 
highest ethical standards. It is imperative that Investors are treated fairly, honestly and professionally by 
the AIFM and that AIFM’s Staff always act in the best interests of the Investors and in accordance with the 
objectives, investment strategies and risk limitations of the Funds. The AIFM must act in the best interests 
of the Funds and the integrity of the market and treat all Investors fairly. 

It must also ensure that no Investor in the Fund obtains preferential treatment, unless such preferential 
treatment is properly disclosed. Furthermore, no preferential treatment can result in an overall material 
disadvantage to other Investors. 

Not every matter which may present a risk to the AIFM’s reputation and regulatory objectives can be dealt 
with here in the Manual. Therefore, AIFM’s Staff should refer any doubts they have about a particular 
action or course of conduct to the Management Board and the Compliance Function. 

32.2. Conflicts of Interest Policy 

IFA § 344(3)5) Among other matters, the internal rules shall set out the following: the procedure for mitigation and 
avoidance of conflicts between the interests of the management company and the personal 
economic interests of the managers and employees of the management company, including the 
procedure for mitigation and avoidance of conflicts within the consolidation group if the 
management company belongs to a consolidation group. 

IFA § 309(5) A management company shall show sufficient competence, honesty, accuracy and diligence in its 
activities and refrain from transactions in which the interests of the management company are in 
conflict with the interests of the fund managed by it and the investors of the fund and other clients of 
the services provided by the management company. In the case of an inevitable conflict of interests, 
the management company shall proceed from the interests of the fund and investors of the fund and 
other clients of the services provided by the management company. 

IFA § 351 Procedure for mitigation and avoidance of conflicts of interest. 

IFA § 101 Applicable for public funds: General requirements for mitigation and avoidance of conflicts of 
interests and related-party transactions 

IFA § 351(4) The procedure for mitigation and avoidance of conflicts of interests must include the procedure for 
personal transactions of the relevant persons connected to the fund manager and ensure protection 
of the interests of the investors of the funds managed by the fund manager and avoidance of any 
activities which are not in compliance with the lawful and regular operation of the market.  

IFA § 351(5) If the procedure for mitigation and avoidance of conflicts of interests does not ensure avoidance of 
the risk of damage to the interests of the fund or investors of the fund, the relevant persons must 
promptly notify the management board and supervisory board of the management company in order 
to ensure making of decisions for acting in the best interests of the fund and investors of the fund. In 
addition to this, the management company must implement alternative or additional procedures and 
measures for mitigation and avoidance of conflicts of interests and disclose the general nature of the 
conflicts of interests and, as appropriate, the sources of the conflicts. In the case specified in this 



 

82 

 

subsection, the management company shall notify the investors of the fund on a durable medium 
and give reasons for the decision adopted for avoidance of damage to interests.  

IFA § 351(6) Before entry into transactions for the investment of the assets of the fund, a management company 
shall notify the investors of the fund of the general nature of the conflict of interests or its’ source if 
the measures established by the management company for mitigation and avoidance of conflicts of 
interests do not ensure avoidance of the risk of damage to the interests of the investors of the fund 
in the specific case. 

CDR Art. 30-36 Requirements for managing conflicts of interest. 

 

In certain instances, the AIFM may face situations involving conflicts of interest. The AIFM should avoid 
conflicts of interests. Where such conflicts cannot be avoided, they must be identified, managed 
monitored, and, where applicable, disclosed. Conflicts management should prevent them from adversely 
affecting the interests of the AIFM, the Funds and Fund Investors and ensure that the AIFM, all Funds and 
the Investors in those Funds are fairly treated. 

The Management Board ensures that conflicts of interests are avoided or mitigated to the smallest extent 
possible between: 

(a) the AIFM, including its managers, employees or any person directly or indirectly linked to the AIFM 
by control, and the Fund managed by the AIFM or the Investors in that Fund;  

(b) the Fund or the Investors in that Fund, and another Fund or the Investors in that Fund; 

(c) the Fund or the Investors in that Fund, and another client of the AIFM; 

(d) two clients of the AIFM;  

(e) the AIFM and Group entities or persons otherwise directly or indirectly linked to the AIFM. 

A conflict of interests is also a situation where the obligations of the AIFM to one Investor would damage 
the interests of another Investor. 

When identifying potential conflicts of interest, the following circumstances are considered:  

a) Is there a specific interest for the AIFM or its Staff in the outcome of the service provided to the 
Investor?  

b) Does the AIFM have a financial or other incentive to favour the interest of another Investor or group 
of Investors over the interest of the Investor?  

c) Are there inducements in the form of money, goods or services other than the standard commission 
or fee for the service involved?  

d) Are the best interests of the Fund and AIFM protected when a transaction is entered into with a 
Group entity or a person otherwise directly or indirectly linked to the AIFM? 

Every Staff member must follow and comply with the Conflict of Interest Policy attached as Appendix 6 
hereto, which outlines the principles and guidelines to prevent and manage conflicts of interest both at the 
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Group and the AIFM level. The Management Board of the AIFM is responsible for proper implementation of 
the Conflicts of Interests Policy at the AIFM level.  

The Staff of the AIFM must continuously make efforts to identify potential conflicts of interests. When a 
Staff member is uncertain whether a particular situation entails a conflict of interest,  they shall consult 
with the Compliance Function and their immediate supervisor. 

Examples of Conflicts of Interest 

Conflicts of interests and potential conflicts of interests may arise in the following situations:  

(a)  Confidentiality. Conflict of Interest may arise if confidential information is transferred to an 
unauthorised person;  

(b)  Partiality. Conflict of Interest may arise, if: 

-  the personal or economic interests of a Staff member acting on behalf of the Fund or the AIFM 
are contrary to the interests of the Fund or the AIFM; or  

-  A Staff member is biased about the result of the transaction (e.g. due to a personal, family, 
friendship or similar relationship with the transaction counterparty); or 

-  A Staff member is employed by another entity (including a Group entity) or acts on behalf of 
another entity, or if the Staff member shares a similar economic interest with an entity 
(including a Group entity) that is not AIFM. 

Reporting and Managing Conflicts of Interest  

If an actual or potential conflict of interests is identified by a Staff member, they shall immediately report 
the situation to the Compliance Function (as indicated in the Conflict of Interest Policy). The Compliance 
Function records all such cases in the Register of Conflicts of Interest and (after the consultations and 
decision by the Management Board) advises the Staff member on measures to prevent or mitigate the 
conflict.  

It is ultimately up to the Management Board to decide which measures are appropriate to mitigate the risk 
of damaging the interests of Investors and the Fund to the smallest possible extent. In certain cases, it may 
be necessary to disclose the conflict of interest to the Investors prior to entering into the transaction or 
consulting the advisory board of a Fund, if a Fund has an advisory board in place and handling certain 
conflicts of interests is within its competence. When a situation entails a conflict of interest that might 
materially damage the interests of the Fund or the Investors, the advisory board or the Compliance 
Function can suggest declining the proposed transaction.  

A conflict of interest can also arise in a situation where a member of Staff makes personal transactions with 
the units of the Fund. In order to avoid and mitigate the risks in such situation, the procedure in clause 29.1 
must be followed.  

If the implementation of one or more procedures or measures specified in the Conflicts of Interest Policy 
does not ensure the requisite degree of independence of the AIFM, the AIFM shall implement alternative or 
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additional procedures and measures. In such a case, the Management Board of the AIFM must be 
immediately notified to ensure that decisions are made in the best interests of the AIF and its Investors. 

If the measures established by the AIFM for managing and preventing conflicts of interest fail to ensure the 
prevention of the risk of impairing the interests of the Investor, the AIFM shall inform the Investor, prior to 
entering into a transaction, of the general nature and source of the conflict of interest as well as the 
procedure applied to avoid the conflict of interest. In this case, the AIFM notifies the Investors on a durable 
medium and substantiate the decision made. 

AIFM acknowledges that certain situations involve conflicts of interest by default due to the transaction 
counterparty. This is the case when the counterparty is a Group entity or is otherwise directly or indirectly 
linked with the AIFM. Since in these situations conflicts of interest cannot be completely avoided or 
prevented, they need to be treated independently to ensure that the interests of the AIFM, Fund or the 
Investors are not damaged. Therefore, the Compliance Function or, if the advisory board of the Fund is 
established, the advisory board must be consulted and proceeding with the transaction is subject to either 
the Compliance Function’s or the advisory board’s approval. The Compliance Function or the advisory 
board, within its competence, will base its decision solely on the best interests of the AIFM, the Fund and 
the Investors and grant its approval only if the services are provided or products bought on customary 
market conditions.  

32.3. Inducements 

CDR Art. 24 Requirements on inducements. 

 

The AIFM is allowed to pay or receive remuneration or commission on orders, as well as provide or receive 
gifts and benefits, if it meets one of the following criteria: 

(a) the fee, commission or non-monetary benefit is paid or provided to or by the Fund or a person on 
behalf of the Fund; 

(b) the fee, commission or non-monetary benefit is paid or provided by a third party or a person acting 
on behalf of a third party where: 

(c) the Investors in the Funds are clearly informed of the existence, nature and amount of the fee, 
commission or benefit or, where that amount cannot be ascertained, the method of calculating that 
amount. This information is provided in a complete, accurate and understandable way before the 
service is provided; and 

(d) it is intended to enhance the quality of the service provided and does not impair the AIFM’s ability to 
act in the best interest of the Funds or the Funds’ Investors; 

(e) it is a proper fee which enables or is necessary to provide the relevant services to the Funds, such as 
regulatory fees, legal fees, custody costs, foreign exchange commissions and settlement and 
exchange fees, and which does not conflict with the AIFM’s duties to act honestly, fairly and in the 
best interests of the Fund or its Investors; 

(f) it is otherwise allowed under the Conflict of Interest Policy attached as Appendix 6. 
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Disclosure under point (b)(i) in the summary form is deemed satisfactory where the AIFM commits to 
disclosing further details at the request of Investors in the AIF and it fulfils that commitment when 
requested. 

32.4. Anti-Corruption Policy 

The AIFM maintains a zero-tolerance stance on corruption and bribery, committed to preventing and 
detecting such practices within the organization. All employees, officers, directors, and agents are strictly 
prohibited from offering, giving, or accepting bribes. Any violations can damage the company’s reputation, 
incur financial losses, and result in legal consequences. This Policy applies to all Employees and third parties 
acting on behalf of the AIFM. 

For comprehensive guidelines, refer to Anti-Corruption Policy (Appendix 3 hereto) and Gifts and 
Entertainment Policy (Appendix 5 hereto), which provide further details on identifying and managing 
potential corruption risks. 

32.5. Gifts and Entertainment Policy 

Employees of the AIFM are required to adhere to the Gifts and Entertainment Policy that ensures business 
integrity by regulating gift and entertainment practices to avoid conflicts of interest and maintain trust. 

For detailed guidance, refer to the Gifts and Entertainment Policy (enclosed as Appendix 5). 
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	(e) the price;
	(f) for orders, the date and exact time of transmission of the order and the name or other designation of the person to whom the order was passed or, for transactions, the date and exact time of the decision to deal and execute the transaction;
	(g) where applicable, the name of the person giving the order or performing the transaction;
	(h) where applicable, the reasons for revocation of an order; and
	(i) for executed transactions, the identification of the counterparty and the venue identification.
	(a) the name or designation of the Fund and the person acting on behalf of Fund;
	(b) the legal and other documentation that forms the basis of the portfolio transaction, including in particular the agreement as executed; and
	(c) the price.

	17.4. Recording of Subscription Orders (Subscription Agreements)
	(a) the relevant Fund;
	(b) the person who initiated or sent the order;
	(c) the person who received the order;
	(d) the date and time of the order;
	(e) the terms and means of payment;
	(f) the type of order;
	(g) the date of order execution;
	(h) the number of units subscribed or redeemed;
	(i) the subscription or redemption price for each unit; or, where applicable, the amount of capital committed and paid;
	(j) the total value of subscription and redemption of unit; and
	(k) the gross value of the order, including subscription fees, or the net amount after deduction of redemption fees.

	17.5. Recordkeeping Period
	17.6. Form of Record Keeping
	17.7. Confidential Information and Data Protection
	(d) information about Investor's current or proposed transactions, business plans, acquisition targets, customers, suppliers, creditors or investors;
	(k) all information relating to the agreements, correspondence, accounting records and other documents relating to the activities of the AIFM;

	17.8. Destruction of documents

	(a) received and sent mail, including letters, applications, invitations, inquiries, offers, complaints, etc
	(b) agreements
	(c) Fund specific documents and information related to the transactions of the Assets and the Property and orders given by the Investors (including information recorded under Sections 17.3 and 17.4)
	(d) accounting documents
	(e) internal and general company documents including power of attorney, management directives (in Estonian: käskkirjad), minutes and decisions of the meetings, auditor reports
	(f) employment agreements and other employment documents
	(g) Compliance files (all the notifications sent to the FSA as well as all internal compliance records detailed in this Manual)
	18. Personal Data Protection Program
	19. Internal Control
	19.1. General Principles
	19.2. Internal Control Responsibilities
	19.3. Internal Audit
	(a) establish, implement and maintain an audit plan to examine and evaluate the adequacy and effectiveness of the AIFM’s processes and systems, internal control mechanisms and arrangements (operational audit);
	(b) issue recommendations based on the results of the internal audit;
	(c) verify compliance with the recommendations referred to in paragraph (b);
	(d) submit regular reports to the Supervisory Board of the AIFM detailing the results of the Internal Audit activities;
	(e) If no Remuneration Committee is established at the AIFM, the Internal Auditor shall additionally check and assess at least one a year whether the principles of remuneration established by the AIFM comply with the requirements provided by IFA.

	19.4. External Auditor
	(a) compliance of the activities of the AIFM with applicable legislation;
	(b) compliance with the requirements established with regard to net assets of the AIFM;
	(c) the sufficiency and efficiency of the internal audit measures;
	(d) the security of the information systems of the AIFM.

	19.5. Cooperation with the External Auditor of AIFM
	19.6. Compliance
	monitor on a regular basis whether the activities of the AIFM and the Staff comply with the Regulations, FSA instructions, the resolutions of management bodies, the internal rules, agreements entered into with the AIFM and good practice;
	monitor and, on a regular basis (at least annually), evaluate the compliance, adequacy and effectiveness of the measures, policies and procedures put in place (including their alignment with the Regulations) and the actions taken to address any defici...
	advise the relevant persons responsible for carrying out services and activities and assist them in complying with the AIFM’s obligations;
	submit regular reports to the Management Board of the AIFM covering the results of the activities carried out by the Compliance Function.

	19.7. Risk Control Function
	19.8. General Framework of Risk Control Function
	19.9. Risk Control Function
	19.10. Risk Management Policy
	19.11. Reporting of potential or actual infringements of Regulations

	20. Business Continuity Plan
	21. IT Policy
	22. Investment in Securitisation Positions
	payments in the transaction or scheme are dependent upon the performance of the exposure or pool of exposures; and
	the subordination of tranches determines the distribution of losses during the ongoing life of the transaction or scheme.

	23. Liquidity Management and Leverage Policy
	24. Liquidity Stress Testing Policy
	25. Cash Management
	26. Tendering Process
	27. Measures against Money Laundering
	28. Application of International Sanctions
	29. Personal Transactions and Inside Information
	29.1. Personal Transactions
	(a) if personal transactions are effected under a discretionary portfolio and there is no prior communication about the transaction between the investment managers and the relevant person or another party for whose account the transaction is executed;
	(b) if personal transactions are effected in the investment collective schemes that are subject to supervision under the law of a Member State which requires an equivalent level of risk spreading in their assets, where the relevant person and any othe...
	(c) prior written approval from the Compliance Function or Management Board has been requested and received by the member of Staff for the transaction in question.
	(a) involves misuse or improper disclosure of confidential information;
	(b) conflicts with an obligation to the Funds;
	(c) conflicts or is likely to conflict with any obligations of the AIFM under IFA or Regulations;
	(d) is subject to Article 8 of the Market Abuse Regulation.
	(e) enter into a personal transaction subject to Article 8 of the Market Abuse Regulation or involving misuse or improper disclosure of confidential information regarding financial instruments or other assets or that would otherwise constitute a misus...
	(f) advise or induce, other than in the proper course of  their employment or contract for services, another person to enter into such a personal transaction;
	(g) disclose, other than in the normal course of his employment or contract for services, any information or opinion to any other person if the relevant person knows, or reasonably ought to know, that as a result of that disclosure that other person w...
	(h) a relevant person;
	(i) any person with whom the relevant person has a family relationship or with whom the relevant person has close links;
	(j) a person whose relationship with the relevant person is such that the relevant person has a direct or indirect material interest in the outcome of the trade, other than a fee or commission for the execution of the trade.

	29.2. Insider Dealing and Market Manipulation Prevention
	 Insider dealing;
	 Disclosing inside information;
	 Manipulating transactions;
	 Manipulating devices;
	 Disseminating inside information to unauthorised persons or via unauthorised channels.

	29.3. Delegation

	31. Marketing and Financial Promotion
	32. High Standards of Business Conduct
	32.1. General High Standards of Conduct
	32.2. Conflicts of Interest Policy
	(a) the AIFM, including its managers, employees or any person directly or indirectly linked to the AIFM by control, and the Fund managed by the AIFM or the Investors in that Fund;
	(b) the Fund or the Investors in that Fund, and another Fund or the Investors in that Fund;
	(c) the Fund or the Investors in that Fund, and another client of the AIFM;
	(d) two clients of the AIFM;
	(e) the AIFM and Group entities or persons otherwise directly or indirectly linked to the AIFM.

	32.3. Inducements
	(a) the fee, commission or non-monetary benefit is paid or provided to or by the Fund or a person on behalf of the Fund;
	(b) the fee, commission or non-monetary benefit is paid or provided by a third party or a person acting on behalf of a third party where:
	(c) the Investors in the Funds are clearly informed of the existence, nature and amount of the fee, commission or benefit or, where that amount cannot be ascertained, the method of calculating that amount. This information is provided in a complete, a...
	(d) it is intended to enhance the quality of the service provided and does not impair the AIFM’s ability to act in the best interest of the Funds or the Funds’ Investors;

	(e) it is a proper fee which enables or is necessary to provide the relevant services to the Funds, such as regulatory fees, legal fees, custody costs, foreign exchange commissions and settlement and exchange fees, and which does not conflict with the...
	(f) it is otherwise allowed under the Conflict of Interest Policy attached as Appendix 6.

	32.4. Anti-Corruption Policy
	32.5. Gifts and Entertainment Policy

	33. Complaint Handling
	34. Capital Adequacy
	34.1. Prudential Requirements
	34.2. Additional Own Funds and Professional Indemnity Insurance
	(a) has an initial term of no less than one year;
	(b) has a notice period for cancellation of at least 90 days;
	(c) is taken out from a third party undertaking authorised to provide professional indemnity insurance;
	(d) covers professional liability risks including:
	(e) loss of documents evidencing the title of assets of the Funds;
	(f) misrepresentations or misleading statements made to the Funds or  theirInvestors;
	(g) acts, errors or omissions resulting in a breach of legal and regulatory obligations; duty of care and skill towards the Funds and Investors; fiduciary or confidentiality duties; or Fund Rules/instruments of incorporation;
	(h) failure to establish, implement and maintain appropriate procedures to prevent dishonest, fraudulent or malicious acts;
	(i) improperly carried out valuation of assets or calculation of unit/share prices; and
	(j) losses arising from business disruption, system failures, failure of transaction processing or process management.



	35. Delegation
	(a) justify the delegation with objective reasons;
	(b) conduct prescribed checks on the delegate;
	(c) notify the FSA;
	(d) ensure that the delegation does not hinder the FSA's ability to supervise the AIFM effectively and, in particular, does not impede the AIFM's ability to act or manage the Funds in the best interests of the Investors; and
	(e) formalize the delegation in a written contract.

	36. Depositaries
	(a) cash monitoring of the Funds’ cash flows;
	(b) safekeeping of financial instruments;
	(c) safekeeping of other assets;
	(d) oversight, including ensuring that the sale, issue, re-purchase, redemption and cancellation of units or shares of the Funds are carried out in accordance with the applicable national law and the Fund Rules or instruments of incorporation; ensurin...

	37. Reporting
	(a) quarterly reports by the AIFM;
	(b) annual reports of the AIFM;
	(c) tax reports;
	(d) reports to the FSA, statistical office and commercial register.
	(a) reports of the Funds;
	(b) semi-annual and audited annual reports of the Funds (within 2 and 4 months after the end of the reporting period, respectively).

	38. Intercompany Loans
	38.1. Conditions for granting an intercompany loan
	38.2. Monitoring of the loan
	38.3. Termination of the loan agreement

	39. Fund Debt Management Policy
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