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XENTIS Fee Module —
Definitions, Processing and
Retracing

From fixed amounts to perfor- ABSTRACT

mance-based fees with hurdle rate The fee module, combines individual partial calculations with almost any kind of algorithm.
and high-water mark (HWM) - the Furthermore, the fee module offers comprehensive calculation methods, interrelated/
XENTIS fee module provides users interdependent sub models, a simulation mode for model testing and detailed calculation
with optimum support in fee model reproduction. The fee module comprises a basic module and a performance fee module.
administration by means of prede- The basic module displays fixed and variable amount models and enables calculations
fined functional components and depending on the investment structure. The performance fee module complements the
configurable business rules. basic functionality with performance-based fee models.

Apploalion  BackOFiE Glew WSnuments MWndelo O Mdde OMide Aciountng  Fepodieg  Admnkbwtos  Confipmtor [ndow Hip
fre-2-@CHO0 HENTIS @20 & W
-
i Dais Boschmart | Vasssion Bues swhaor '«w-m Complarcn | Deirtuton Mool | oo Peimoes | Dol Beatoss | Frods | Som Aoy Ngees Sddooes Dot Potlelon | &0 Passrinrs
Pro Srwing Bl Trpe datn Sl Sgn R Waliy Reie Calowmton Mool Poe Dowir o L]
FrS——
<} hebewory e e L rivos Sarted 1. bne 208 Boely
o A R B £ NECHER L rit . Sem iy (Bl Fiokd SOl NS ORST Arge AR WeeRy Alterong s o bgeg Dl
& it Y Losle Yooy |rewaly T Homiod OOOE 3E00mE (S o DraGE B Moy e S
o o vk N PREA B0 S Frmss  Mawdg st pmas it ey Bororcmg b guast S spevng | Dady
= D Teremon b Faren L irslheth - O 0 Smin Fruss Nriy Tiogd gt oy Bccordmyte suset o g | Dl
#21 ee
AT Saall b o Sy & el . S e 1, bme F00H ey
Pt Lt b irsciba, . 10000 00 Cminn Femd  Voniely |miwsaly.  §wil sswl [ [ vl wonm = Freamn veem b ey | Sl

Caninaiar bank fes

- 5 Ceutncan cank fes | dEnc L it Sl 1 iaé 201¥ oy

W NIy W LT refhs tha . 0% Ty imwwsly  PRmd ner poorl § A s ige s oty Acvmdeg o amel o ey« Dedy
iy dl madeerd L rida B 12000 D0 Dt Frmsn Varhy (eaaly . TRl dmaeant by Brprrdmy H EHHE Yo pppeverg o Dady
P — 2 ik + WS B S Frmac Yaary (mwsalys  Fiosd gmwad By (T Bororceg f sast o moora
2 Sca s woaig ety
i mds St 1, b 30E ety ey 3 s
W Fooad acws O Arsts, b, bk woringdue L el . i iy [y P ot dmd e Do gt bl (rewey ey v war i
= Dffersnos © remimem L rite . VRS 00 Smita Fraed Vil Imvwaly . Frosd il Cwarterly (ree'y 3 mosla Petoer? acwifeaien

Pusdcanicn i

[y - 12000 Grminn Frmec Yourky (mwwaly  Fiosd et Eoramtuter iy § mootu) Cremawt “rom phpeverg Doy

Cry A wte sl
e okl faley
Abb. 1: Overview of defined fee models in the FEE MODEL ADMINISTRATION
mandate master data Fee models for an arbitrary number of fee categories such as administrative fees, custodian

bank fees, custody account fees, advisory fees, audit fees, publication costs etc. are either
defined as individual or global models. Depending on the object, individual models are
entered on the mandate, portfolio, fund, segment, tranche, tranche main fund,
whereas global models are created independent of the object and subsequent-
ly allocated to an administrative level. So-called model templates can be crea-
ted when entering default settings. Model templates are likewise administe-
red independent of the object and are available as a capturing assistance for
the creation of specific fee models. Fee models defined and/or allocated for a




XENTIS FEE MODULE

mandate or partial mandate are presented in a tree structure overview. This display enables
a drill down right to the finest details of an individual fee model (fig. 1).

STRUCTURING

Fee arrangements, particularly for special funds, are often formulated as interrelated and
combined partial calculations pertaining to numerous administrative levels and sub funds.
Contractually related regulations which are calculated and charged as a unit are depicted in
one single fee model. In a XENTIS fee model, the contractual agreement is displayed using a
fee header and an unlimited number of fee positions and structural elements. Each individual
fee position defines a partial calculation in the form of an invoice line item and can, where
required, be provided with individual calculation-, accrual- and charging rules. Fee positions
and dependencies are grouped and defined respectively by the structural elements sub model
and case distinction (fig. 2).

Due to the flexibility of this setup the following regulations, for example, can be implemented
in a single fee model:
- Combined fund/portfolio-related calculations

Differing fee rates on different sub funds

Utilisation of case-dependent sub models

Numerous minimum or maximum rates for different partial calculations

Combinations of calculations with varying settlement and accrual periodicity

Individual calculation basis for graduations, fee calculation and debit distribution

ENTERING AND SIMULATION OF MODELS

There are three methods of creating a new model:
Copying an existing model
Creation of a new model by selecting a suitable model template
New definition without using the copy or template function

Settings applicable to the entire model can be determined via the fields in the fee header:
- Fee period differing from payment period
Accrual processing management
Period end closing process management
Defaults (that can be individually adjusted for each fee position) for the handling of com-
pany-owned target funds or the valuation of the assessment, calculation and distribution
basis are also defined in the fee header. Differing rules regarding accrual or last reference
date of the period can be applied for the definition of the relevant calculation days and
calculation basis

Fee model

Calculation positions Structure elements

Standard fee Minimum Sub model Distinction of cases
| | | |
Performance fee Maximum Min./Max. sub model Other elements

Code tables Key figure types Business rules Fund/portfolio
— Fee category — Asset and per- — Filter for calcula- — Benchmark fees
— Carry forward rules form.ar_]ce values tion of gross _ Hurdle rate fees

R | administered performance
- hetumruies externally — Value calculation
— Share value rules
~ HWM rules —Target fund rate — Return gross/net

Abb. 2: Structure of fee model



Entering of individual fee positions and structural elements takes place according to a
modular system, in which the individual components are first selected and then placed
or compiled in a tree structure. Incomplete and/or incompatible settings are reported and
prevent activation of the model. The impact of the selected settings can be checked
immediately after being saved in the simulation mode where detailed calculation results and
resulting transactions are displayed

PERFORMANCE FEES

- The calculation of performance-based fees is mainly managed using the calculation method
of the fee position, configuration of the fee-related performance key figure and formulation
of constraints
Specific characteristics of the relevant performance key figure and the application of
constraints are defined by predefined calculation components. For the performance key
figure, these are:
- Performance of fund/portfolio
- Outperformance of fund/portfolio against the benchmark
- Outperformance of fund/portfolio against the hurdle rate
- Performance of fund/portfolio in regards to the HWM
- Outperformance of fund/portfolio in regards to the HWM against the benchmark
- Outperformance of fund/portfolio in regards to the HWM against the hurdle rate
Calculation components for the constraints are, amongst others:
- Fund comparison value using HWM
- Performance of fund higher than 0 (with or without losses carried forward)
- Outperformance of fund — benchmark higher than 0 (with or without losses carried forward)
- Performance of fund in regards to HWM higher than hurdle rate

Additional configuration settings, to allow for the fact that performance fee calculations are

rarely standardised, include:

- Calculation of fund/portfolio performance net or gross
Calculation of performance or outperformance with or without consideration for losses
carried forward from previous periods; losses carried forward can be maintained monetarily
as an amount or as a percentage (performance measure), with cumulated or rolling and
time-limited off-setting
Management of benchmarks as indices with or without spread, also as customised indices
with configurable adjustment interval
Definition of hurdle rate as fixed % rate or, in a similar fashion to a benchmark, as indices
with or without spread
HWM regulations, such as the application of HWM with continuous observation or with
rolling and thus limited validity in terms of time, or HWM tracking with refresh rules
Calculation of outperformance according to additive (arithmetic) or multiplicative (geome-
tric) methods, likewise for calculation of performance, incl. balance brought forward
performance
In principle, all relevant reference values are determined resp. calculated by XENTIS. The fee
model setup, however, offers the flexibility of incorporating externally determined values
into the calculations.

CALCULATION METHODS
The calculation method constitutes the central element of a fee position. In terms of the
entering of fees, it manages the configuration possibilities and, consequently, user guidance. In
terms of processing, it controls the calculation of a partial amount of a fee model. The calcula-
tion possibilities listed below have an almost unlimited number of combination permutations
(within @ model) using multiple fee positions:
- Fixed amount, amount defined by an asset scale, amount per position, amount adjusted
with an asset ratio
Fixed % rate or defined by an asset scale on the total assets, a sub fund or value of an
externally administered position
% rate as participation in the compensation-based performance based on a period
observation, i.e. calculation with period performance and average invested capital
% rate as participation in the compensation-based performance based on a daily obser-
vation, i.e. daily calculation of performance with the respective original assets



CASE DISTINCTION

With case distinction, partial calculations whose execution is determined by defined criteria can
be administered exclusively within a fee model. For instance, a sub model A with varying rates
for shares and bonds or a sub model B with one flat rate for total assets and a minimum defini-
tion should be valid, depending on the level of the average share quota. Case distinctions can
be formulated using criteria like, asset quota, position quota, asset value, number of positions.

RETRACING OF CALCULATIONS

The details of a fee calculation can be reproduced directly via the user interface and, where
requested, saved as a file or provided as a report. Information available includes the relevant
model definitions, the basis data of the individual reference dates, the calculation of the partial
amounts according to the individual fee positions and the postings created.

CONCLUSION

The fee module provides an efficient tool to accommodate the steady increase of
complex remuneration models and has thus significantly enhanced the functional scope of
XENTIS. System structures are called for that combine complexity and flexibility with user-
friendliness and scope for any potential future developments. The modular setup has been
specifically designed to display known requirements such as the German Federal Financial
Supervisory Authority (BaFin) model regulations for the calculation of performance fees as well
as fee models with program adjustments that are less standardised or highly individual.

When compared to the use of a third party application, the fully integrated fee module has the
distinct advantage of direct access to the XENTIS data universe. Interface breaks and redundant

data management are therefore avoided. The result is integrated processing without delay:
from daily accrual via periodical calculation and posting through to final payment matching.
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