
Private Equity
Sharpening your edge with 
Operational Setup

www.pwc.lu/private-equity

The reality of a Private Equity firm keeps moving further away from the self-
regulated environment the industry is so accustomed with, driven by evolving 
regulations, cross-border legal instruments and corresponding institutional 
investor demands for higher transparency and stronger governance and internal 
control frameworks.
Today, having a well-designed operational setup and documented procedures is 
no longer a compliance red tape; on the contrary, the agility, speed and seamless 
compliance with regulations achieved through your operational setup will give 
you the incremental edge for a smooth future expansion. 

Your challenges 

• Efficient structuring: Base erosion and profit shifting (BEPS) initiative prompted 
authorities in participating countries to increase their attention on and challenge 
multi-layered structures that make use of double-tax treaties. To withstand such 
challenge you need to be able to demonstrate the involvement of SPVs and their 
directors in the business. 

• The Alternative Investment Fund Managers Directive (AIFMD): usually, 
a fund manager (AIFM) delegates the portfolio management function. To be able to 
do so you must demonstrate the appropriate level of participation of the AIFM in the 
investment cycle. 

• Transfer pricing: to justify a portion of the taxable basis for a location, you have to 
specify what activities each of your entities actually performs. Having the appropriate 
documentation is a good first step, but the right implementation is the only way to 
maintain the validity of the argument. 

• VAT: to be eligible for VAT deductions, you need to prove the involvement of relevant 
entities and people. 



How we see it

Our solutions 
We’ll assemble a team of experts in Tax, Regulations, Operational Improvements, Risk 
Management and any other area that should be explored in your particular case, to 
find an optimal solution fit to your unique circumstances. We’ll leverage our global 
network of PwC experts to perform a “triple-layer” analysis ensuring the specificities 
of your business setup are properly addressed not only at the level of fund manager/ 
fund platform in Luxembourg, but also at the level of investments (jurisdictions where 
the assets are located) and investors.

• We assess your current setup and benchmark it to best market practice and 
recommend improvements to make it optimal.

• We help you put in place automated processes that, in addition to ensuring 
compliance, mitigate risks, improve your reporting and add value to your competitive 
edge.

• We provide you with the right tools to make your operations efficient and effective.
• We make sure you’re aware of new regulations and understand their potential impact 

on your current structure. 
• We can design a new business structure for you and/or support your application for a 

license application and setup of vehicles.

We help you do what you do best – achieving the target 
return for your investors – by doing what we do best – getting 
all aspects of operational setup just right for you.

Regulatory 
compliance

Efficiency & 
Agility

Operational 
setup

Whether your business structure already complies with current and upcoming local 
requirements or you are looking to setup a new one, what might prove challenging 
is responding to external requests (e.g. tax authorities, regulators) in the different 
jurisdictions where you operate. 

Have you asked yourself if…

• operational improvements create value for your portfolio companies would that 
create the same impact for your own operations? 

• management information that you produce to satisfy statutory and regulatory 
requirements is also helpful in your core business (e.g. portfolio monitoring)?

• you anticipate the needs of your investors, providing them with timely and 
accurate reports to fulfil their own reporting obligations?

• you foresee and mitigate regulatory changes that can reduce the effectiveness of your 
current setup and thus impact future distributions to investors?

• introducing regulated vehicles into your structure would open up new 
opportunities, such as enhancing your access to investors? 



Our approach

I. HEALTH-CHECK 

Assess current setup Best practice 

EDGE 
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III. Implementation & Sustainability
Our experts will take care of the end-to-end structuring for you, from identification of the appropriate vehicle to 
filing with the Regulator. We use proprietary web-based tools to deliver “living” documents enabling you to make 
updates later on (i.e. process flows).

Where necessary we involve HR experts to help you define people profiles and assist you throughout the hiring 
process.

I. Health-check
With our proprietary tools, we perform a structured in-depth analysis of the current setup (governance, 
bookkeeping, etc.). We then benchmark results against best practice in the market. 

We also assess your current risk levels and recommend improvements, and if necessary, provide a roadmap for 
setting up a licensed ManCo (AIFM, Lux SIF/SICAR etc.).

Vs Market practice Risk level

Low high

Low high

Low high

Low high

Low high

• Governance
 - Ensuring a direct internal control
 - Rationalising the organisation

• Human resources
 - Checking the staff quantity
 - Assessing the staff quality

• Delegation
 - Defining clear roles and responsibilities 
 - Enforcing internal control

• Treasury
 - Checking the cash management
 - Ensuring a joint validation of bank payments

• Book keeping
 - Ensuring the financial information is  reviewed 
 - Rationalising the number of stakeholders
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II. Target Operating 
Model

We go through your main existing processes 
(investment process, risk management, 
compliance, etc.) and diagram the “as is” 
investment cycle. 

We then design the “target” process with 
clearly assigned roles and responsibilities 
(RACI) to meet the substance requirements. 
We draft procedures to formalise key 
dimensions of local functions (investments, 
HR etc.).
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Your contacts 

Why we should work together

We have the expertise and means to help you. Efficiently. 

We’ve developed a team of highly sophisticated specialists passionate about PE, 
with deep technical and market knowledge in and outside of Luxembourg. Over 250 
experienced multilingual partners and staff are dedicated to Private Equity within our 
Luxembourg Audit, Tax, Compliance and Advisory practices and are ready to help you 
make the right choices. As a result, we’re the number one audit firm and a market leader 
for Private Equity in Luxembourg.

PwC Luxembourg (www.pwc.lu) is the largest professional services firm in Luxembourg with 2,700 people employed from 58 different countries. PwC Luxembourg provides audit, tax and advisory 
services including management consulting, transaction, financing and regulatory advice. The firm provides advice to a wide variety of clients from local and middle market entrepreneurs to large 
multinational companies operating from Luxembourg and the Greater Region. The firm helps its clients create the value they are looking for by contributing to the smooth operation of the capital 
markets and providing advice through an industry-focused approach.

The PwC global network is the largest provider of professional services in the audit, tax and management consultancy sectors. We’re a network of independent firms based in 157 countries and 
employing over 223,000 people. Talk to us about your concerns and find out more by visiting us at www.pwc.com and www.pwc.lu.


