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Evolution
-




History

( (7o) 1 The relentless dedication of the Lithuanian Private Equity and Venture Capital
- Association (LT VCA) and all stakeholders involved in the investment climate
Establishment of the 1st Establishment of pioneering private enhancement strategy for various legal and tax initiatives based on the
investment fund in Lithuania equity and venture funds with the experience of Luxembourg and foreign jurisdictions, with the pioneering role
under the Law on Investment crucial backing of the JEREMIE played by INVEGA and the Bank of Lithuania, supported by the EBRD and the EIF.
Companies (act abolished in 2003). initiative under the auspices of the EIF.

2021 TODAY

Law on Collective Amendments of Law on CIU Law on Collective Investment . , o .
_ _ _ _ Law on the Alternative Tax reform, which Guidelines on Collective
Investment Undertakings enabling the establishment Undertakings Intended for _ .
_ _ _ . Investment Fund exempted all supervised Investment Vehicles by
(Law on CIU) transposing of special funds (including Informed Investors (Law on ViR (e am AE) S tment the Bank of Lithuania
. . . . collective investmen
UCITS directive. private equity, alternative CIUIIl) opened the door for the

implementing AIFMD. that constantly works
on elaborating the legal

base for funds.

vehicles and non-licensed
private equity and venture
capital vehicles from
taxation, effectively
deferring taxation to the
investor level.

creation of local collective
investment vehicles tailored
to informed investors,
including professionals or
those investing a minimum of
EUR 125,000.

collective investment funds,
and real estate).




Number of Investment Funds Assets under Management
and Net Assets Value
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’ CIU * * CIU - Collective investment undertakings * AuM - Assets under management
CIUIIl * ** CIUIll - Collective investment undertakings intended for informed investors ** NAV - Net assets value
Source: Bank of Lithuania, 2023 Source: Bank of Lithuania, 2023
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LIETUVOS BANKAS

BANK OF LITHUANIA
E UROSYSTEWM

Visit official website


https://www.lb.lt/en

Regulatory
Regimes for
Investment Funds




AIF for retail investor

AIF for well-informed investor

Unregulated

Legal Act Law on CIU' (Part 1) Law on CIU (Part 2) Law on CIUIII? Law on Partnerships, Law on Companies
National / EU National and EU National National National
Investor type Retail investors Retail investors Informed investors, including Group of informed investors known in

professionals or those investing a
minimum of EUR 125,000 or less with
a test.

advance - preferably informed investors,
including professionals or those investing a
minimum of EUR 125,000 or less with a test.

Investment strategy

Transferable securities

Specific regulations for:
- Real estate funds
- Private equity funds

- Fundsinvesting into other funds

« Funds into securities

Any strategy
Specific regulation for debt funds

- Any strategy

Portfolio diversification

Applicable

Applicable

Not applicable (general risk
management rule)
BUT applicable to debt funds

Not applicable

Leverage

Caps applicable

Caps applicable to real
estate funds

No cap

No cap

' Law on Collective Investment Undertakings

2 Law on Collective Investment Undertakings intended for Informed Investors



AIF for retail investor AIF for well-informed investor Unregulated

Legal form - Contractual fund with no - Contractual fund with no - Contractual fund with no legal - Any legal form but most common are:
legal personality legal personality personality ~ Limited partnership
O PUb“C ||m|ted ||ab|||ty O PUb“C ||m|ted ||ab|||ty o FO”OWing investment Companies: (Iﬂ LT: Komanditine ukiné bendrija)
company (in LT: Akciné company (in LT: Akciné o - - Private limited liability company
_ _ - Public limited liability company _ 5 L _
bendroveé) bendrove) (in LT: Uzdaroji akciné bendrove)

(in LT: Akciné bendroveé)

- Private limited liability company
(in LT: Uzdaroji akciné bendrove)

- Partnership
(in LT: Tikroji Gkiné bendrija)

- Limited partnership

(in LT: Komanditiné dkiné bendrija)

Management « Contractual fund: « Contractual fund: managed « Contractual fund: managed by Self-managed
managed by a licenced by the management the management company
management company company . Investment companies:
- Public limited liability - Public limited liability self-managed or managed by a
company: self-managed company: self-managed or licenced management company
or managed by a licenced managed by a licenced

management company management company




Capital requirement

« Self-managed:
EUR 300,000 initial capital

« NAV for contractual fund
not less than EUR 300,000

« NAV for investment
company not less than
EUR 600,000

AIF for retail investor

« NAV for contractual fund not
less than EUR 300,000

« NAV for investment company
not less than EUR 600,000

AIlF for well-informed investor

« Non-commitment-based ClU: not
less than EUR 1M NAV within 12
months after authorization

« Commitment-based ClU: not less
than EUR 2 M commitments and
assets within 24 months after
authorization

Unregulated

Statutory amounts of minimum capital
(if any) are applicable depending on the
legal form

Custody / depositary

Assets to be held at a
depositary

Assets to be held at a
depositary

Assets to be held at a custodian

Non applicable

Public offer

Can be offered publicly
after publishing prospectus

Can be offered publicly after
publishing prospectus

Can be offered publicly after
publishing prospectus

Can be offered publicly after
publishing prospectus

Supervision

Applicable
(Bank of Lithuania)

Applicable
(Bank of Lithuania)

Applicable
(Bank of Lithuania)

Not applicable

Cross-border distribution

Allowed

Not allowed

Not allowed

Not allowed

Note: ELTIF, EU VECA, EU SEF are also possible.
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Common
Structures for
Investment Funds




Below, you will find illustrative diagrams
that aim to provide a visual representation
of the organizational structures used for
iInvestment funds and companies in
Lithuania

Diagrams A-C depict the most basic and
common legal structures, while diagram
D presents more intricate and detailed
structure




A. Contractual Funds

Fund investors

Management team

Salary / dividends

Individual
shareholdings

Fund manager

Licenced management company

Units Management fee
Investment returns Carry

Cash / commitment Management services
Cash / commitment

Contractual fund

Investments Investment returns

Portfolio companies
If any

A contractual fund lacks legal standing and, consequently, does not
possess any formalized management bodies. Instead, the operational
and administrative functions of a contractual fund are entirely
overseen by a licenced management company responsible for its

operation.

The investors of the fund engage with and hold a stake in the fund by
virtue of contractual arrangements, typically structured as investment
agreements or agreements related to the acquisition of investment
units. Under these contractual provisions, investors effectively
become co-owners of the fund and share in its assets and liabilities,
participating in its activities in accordance with the terms established

within these agreements and fund establishment documents.
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B. Investment Companies with
Transferred Management Function

Fund investors

Cash / commitment

Management team

Individual

shareholdings Salary / dividend

Management
transfer

Management bodies / ® ®

Fund manager
General partners J

Licenced management company

Shares / units Management fee

Investment returns Carry '
Management services

Cash / commitment

Fund entity ®

Legal person

Investments Investment returns

. . o000
Portfolio companies
If any

The management of the investment company, as well as all
responsibilities associated with its management bodies, including
the Chief Executive Officer (CEO) and the Management Board, or
alternatively, the duties of the general partner, are formally
delegated to a licensed management company through the

execution of a comprehensive management transfer agreement.

In practical terms, the management bodies of the investment
company are typically put in place during its initial establishment
phase. However, as soon as the Bank of Lithuania grants approval
for the foundational documents of the investment entity, they
promptly cede their authority to the licensed management
company. This transfer of authority marks a crucial transition in the
governance structure, ensuring that the investment company’s
operations are conducted under the oversight and guidance of the

licenced management company.
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C. Self-managed
Investment Companies

cl. Limited Partnerships

Fund investors

Limited partners

Investment
returns
Cash / commitment

Investments

Management team

Individual
shareholdings

Fund manager

General partner

Management services
Cash / commitment

Fund entity

Limited partnership

Portfolio companies

Salary / dividend

Management fee
Carry

Investment returns

In nearly all instances, self-managed partnerships primarily assume
the legal form of limited partnerships (in LT: Komanditiné dkiné

bendrija). Within the context of a self-managed limited partnership,

the key responsibility for its management lies with its general partner.
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C. Self-managed
Investment Companies

c2. Limited Companies

Fund investors

Shareholders

Shares /
Investment
returns

Cash / commitment

Investments

Management team

Cash / commitment

®
Management board
CEO

Fund entity

Limited Liability Company

. . o000
Portfolio companies
If any

Salary / dividends
Carry

Investment returns

Limited companies, including both public limited liability companies
(in LT: Akciné bendrové) and private limited liability companies

(in LT: Uzdaroji akciné bendrové), operate under the stewardship of
their internal management bodies. This typically encompasses the

Chief Executive Officer (CEQ) and/or the Management Board, who

assume the responsibility for the company’s day-to-day operations
and strategic decision-making.



D. Elaborate Fund Structures

Salary / dividends Salary / dividends

Management team

Cash / commitment

Shareholdings Shareholdings Salary / dividends Shareholdings

Investment advisor ® ®
vehicle Carry vehicle Co-investment vehicle

Advisory Advisory
services fee

Fund manager Dividend Cash / commitment

Management Management
services fee

Investment returns

Fund investors Fund entity

Cash / commitment

Investments Investment returns

Portfolio companies
If any

Typically, fund structures tend to be more intricate than simple A-C
models, often incorporating distinct management holding entities to
handle various components such as management fees, carried

interest (carry), advisory fees, and team’s commitment.

These multi-layered fund structures offer the fiexibility to implement
diverse dividend, fee, or carry distribution models and allocations to
the management team. This approach ensures that the carried
interest, which represents a share of the fund’s profits, is collected
into separate vehicles, facilitating more nuanced and customized

compensation arrangements for the management team.
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Taxation




Generally, no taxation applies at the fund
level, provided that the fund is treated as a
collective investment vehicle under the Law
on CIU, the Law on CIUIlll or the Law on AlIFM;
or is treated as a non-licensed private and
venture capital vehicle.

Fund O

Non-taxable (except income related to
blacklisted territories), if treated as

collective investment vehicle

Partnership O

Non-taxable (except income related to
blacklisted territories), if treated as

collective investment vehicle

Taxation Principles: Fund Level

Investment O
Company
Non-taxable (except income related to

blacklisted territories), if treated as

collective investment vehicle

Unregulated O

Entity ag, uaB, Partnership

Non-taxable (except income related
to blacklisted territories), if treated as
a non-licensed private equity and

venture capital vehicle




In case of a non-licensed private equity
and venture capital vehicle:

In case of collective investment vehicle under the

Law on CIU, the Law on CIUIIll or the Law on AIFM:

Natural
Person Resident

Dividends are taxable at 15%
personal income tax

Company
Resident

Any type of income received from
a collective investment vehicle
(exceptincome related to
blacklisted territories) is
non-taxable

Natural
Person EU

Dividends are taxable at 15%
personal income tax (unless a
reduced tax under the Double Tax
Treaty can be applied)

Company EU/
Non-EU

Not in blacklisted territory

Dividends received from a collective
investment vehicle are non-taxable.
In case of a partnership, any income
or assets received by investors are
not treated as distribution of profit

Natural
Personresident

Dividends are taxable at 15%
personal income tax

Natural Person EU

Dividends are taxable at 15% personal
income tax (unless a reduced tax under
the Double Tax Treaty can be applied)

Company
Resident

In case of a partnership not registered in
a blacklisted territory received profit or
dividends are non-taxable as well as any
income or assets received by investors
are not treated as distribution of profit.
In all other cases and legal forms, general
tax rules apply and dividends are taxable
at 15% corporate income tax (unless
dividend exemption can be applied)

Company EU/
Non-EU

Not in blacklisted territory

In case of a partnership, any income or
assets received by investors are not
treated as distribution of profit. In all other
cases and legal forms, general tax rules
apply and dividends are taxable at 15%
corporate income tax (unless dividend
exemption or reduced tax are under the
Double Tax Treaty can be applied)




Disclaimers

The information presented in this brochure is intended for general informational purposes only.
While every effort has been made to ensure the accuracy and reliability of the content, we make
no representations or warranties of any kind, express or implied, regarding the completeness,
accuracy, reliability, suitability, or availability of the information contained herein. The information
provided does not constitute legal, tax, or professional advice and should not be relied upon as
such. Readers are encouraged to seek independent professional advice and conduct their own
due diligence before making any decisions or taking any actions based on the information

provided in this brochure.

We shall not be liable for any loss or damage, including but not limited to direct, indirect,
incidental, consequential, or punitive damages arising from or in connection with the use of this
brochure or any information contained herein. We do not assume any responsibility or liability for
any errors or omissions in the content of this brochure or for any decisions made based on such
information. This disclaimer is subject to change without notice. By accessing and using this
brochure, you agree to the terms and conditions of this disclaimer. If you do not agree with these
terms, please do not use this brochure. For specific legal or tax advice, please consult with

qualified professionals who can provide guidance tailored to your individual circumstances.

Lithuanian Private Equity and Venture Capital Association

A Lithuanian Private Equity . . _
and Venture Capital Visit official website
K Association

Legal part was prepared by Law Firm Cobalt

C é B A LT Visit official website

Supported by I Asset Management

D

| Asset Visit official website
Management

Tax part was prepared by Ernst & Young

E I 32:-'%'.2‘33355‘" Visit official website
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https://www.vca.lt
https://www.cobalt.legal
https://1am.lt/en/about-us/
https://www.ey.com/en_us

