
 

  

  

 

SEC Grants MFA’s No-Action Letter on Knowledgeable Employees: 
Earlier this month, the staff of the Security and Exchange Commission’s (SEC) Division of Investment 
Management issued a no-action letter to MFA, updating their guidance on the definition of 
“knowledgeable employees” under Investment Company Act rules. 

MFA worked with the SEC staff on the letter, which MFA believes represents a substantial 
improvement over the existing guidance with respect to the definition of knowledgeable employees. 
The letter includes updated guidance on a number of areas covered by Rule 3c-5’s definition of 
knowledgeable employees, 

Read the full no-action letter online here. 

Read MFA’s statement regarding the no-action letter on our website here. 

MFA Submits Comments to CFTC on Position Limits Proposal: 
On February 9, MFA submitted comments to the Commodity Futures Trading Commission (CFTC) on 
its position limits for derivatives proposal.  MFA believes the Commission has not fulfilled its statutory 
obligation to come to a finding that position limits are necessary or appropriate.  Rulemaking related to 
position limits should be empirically driven and not a response to popular sentiment or partial 
analyses.  While MFA disagrees with the CFTC on the need for position limits, the Association provided 
the following comments to its proposed position limits rule: 

 The CFTC should provide clear guidance on referenced contracts and the economic 
equivalence determination; 

 The CFTC should address the computational challenges for options; 
 Position limits should be based on current estimated deliverable supply data and transparency; 
 The CFTC should not impose position limits for cash-settled contracts and, in the alternative, 

position limits for cash-settled contracts should not be based on estimated deliverable supply; 
 In lieu of the proposed conditional spot-month position limit, MFA believes the best alternative 

would be for the CFTC to set the limit for cash-settled contracts at five times the level of the 
limit for the physical-delivery core referenced futures contract regardless of positions in the 
underlying physical-delivery contract; and 

 The one-size-fits-all approach to setting non-spot month and all-months-combined limits fails to 
incorporate market realities unique to specific commodities. 

Read MFA’s full position limits comment letter to the CFTC here. 

Richard Baker’s Commentary Published in 2014 Preqin Global Hedge Fund 
Report: 
MFA’s President and CEO Richard H. Baker’s commentary on the state of the hedge fund industry was 
published in this year’s Preqin Global Hedge Fund Report.  In the commentary, he notes that 2013 
“marked a strong return of investor confidence in the hedge fund industry.”  Baker also comments that 
the industry is communicating more easily and readily with both investors and regulators because of 
new laws put in place last year. 

“The trust and confidence of these investors conveys a great deal of responsibility for the people, 
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organizations, and causes to which the majority of those investors are accountable,” Baker 
writes.  “The industry has already made great strides in demonstrating its commitment to these 
investors, to policy makers, and to regulators by embracing financial regulatory reforms, but we must 
continue to engage on these and other issues.” 

As the financial industry moves into a post-crisis landscape with many new regulatory reform efforts 
taking shape, Baker notes that it is important to take stock of where the industry is following such 
important events.  “As the industry continues to expand, as more institutions trust advisers to deliver 
returns, as we forge more constructive working relationships with policy makers and regulators, we 
should acknowledge how far we have come and embrace the responsibilities and obligations we must 
now fulfill as trusted, transparent citizens of the financial services community.” 

See the 2014 Preqin Global Hedge Fund Report, including Richard H. Baker’s commentary, on 
Preqin’s website. 

MFA Submits Letter to CFTC on Proposed Aggregation Limits Rule: 
Earlier this month, MFA submitted comments on the CFTC’s proposed rule on aggregation limits.  MFA 
was generally supportive of the CFTC’s disaggregation relief for entities that have ownership in other 
entities but also provided a number of recommendations to further improve the proposal.  MFA 
recommended that the CFTC increase the level at which aggregation is required from 10% to 25% for 
an entity’s passive ownership interest in an operating company.  MFA supported the CFTC’s modified 
approach with respect to providing entities where passive ownership exceeds 50% of the owned entity 
with the opportunity to seek disaggregation relief.  MFA also recommended that the CFTC modify its 
proposal relating to the conditions for disaggregation relief for greater than 50% owned entities; and 
treat passive investments in a 4.13(a)(3) exempt pool the same as passive investments in other pools 
for purposes of disaggregation relief. 

Read MFA’s comment letter to the CFTC on the proposed aggregation limits rule in MFA’s Comment 
Letter Database here. 

MFA Submits Comments to Cayman Islands Ministry of Financial Services: 
MFA submitted a letter to the Cayman Islands Ministry of Financial Services in response to its 
consultation on beneficial ownership of Cayman Islands-Registered Companies. The consultation 
requested comment on, among other things, the implementation of a central registry of the beneficial 
ownership and control of companies in the Cayman Islands. In the letter, MFA explained that managers 
of Cayman Islands funds are already subject to regulatory regimes designed to provide international 
transparency and combat money laundering, and that managers will need to enhance their due 
diligence in response to the Foreign Account Tax Compliance Act. MFA believes a central registry of 
beneficial ownership information would increase regulatory burdens for firms, and is not necessary in 
light of the existing regulatory regimes. 

Download and read MFA’s full comment letter to the Cayman Island Ministry of Financial Services here. 
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Philippe Jabre of Jabre Capital Partners, Paul Crean of Finisterre Capital and Davide Serra of Algebris 

Investments are to lead another high-level line-up of speakers at the EuroHedge Summit 2014, which will 
be held at the Palais de la Bourse in Paris on 29-30 April. The EuroHedge Summit, which is well-established 
as a highlight in the hedge fund calendar, provides an ideal setting for leading managers and investors from 

across Europe and around the world to meet to discuss the most important issues  
and challenges facing the industry. 

 
Register before Friday 28 February and receive 20% off the standard rates: 

www.eurohedgesummit.com 
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