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Guidelines on sound remuneration policies under the UCITS Directive 
 
Summary count: 10% 
Summary:  
8 Guidelines for management companies being part of a group................................ 
 
The guidelines apply in relation to the remuneration policies and practices for management 
companies and their identified staff. 
 
1The remuneration principles in Article 14a and 14b of the UCITS Directive companies, 
based on the provisions of Article 30 of the UCITS Directive. 
 
Performance fees are performance-related payments made directly by the management 
company or the UCITS itself for the benefit of identified staff. 
 
For the management companies that, given their size, internal organisation and the nature, 
scope and complexity of their activities or their legal structure, do not have a separate 
supervisory function, the supervisory function should be understood to be the members of 
the management body. 
 
period during which the performance of the staff member is assessed and measured for the 
purposes of determining his or her remuneration. 
 
an amount of remuneration vests when the staff member receives payment and becomes 
the legal owner of the remuneration. 
 
Management companies should be able to demonstrate to competent authorities how they 
have assessed and selected identified staff. 
 
When assessing the materiality of influence on a management company's risk profile or on a 
UCITS it manages, management companies should define what constitutes materiality 
within the context of their management companies and the UCITS they manage. 
 
An analysis of job functions and responsibilities at the management company should be 
undertaken for a proper assessment of those roles that could materially affect the risk 
profile of the management company or of the UCITS it manages. 
 
There could be cases where a staff member does not earn a high amount of total 
remuneration but could have a material impact on the risk profile of the management 
company or of the UCITS it manages given the individual's particular job function or 
responsibilities. 
 
A management company should adhere strictly to the remuneration principles where the 
aggregate set of UCITS that it manages each of them considered "small" - becomes 



potentially systemically important (e.g. in terms of total assets under management) or leads 
to complex investment management activities. 
 
36. In order to guarantee ongoing compliance with the requirements of Article 7(1) of the 
UCITS Directive, management companies should ensure that they maintain a prudent 
balance between sound financial situation and the award, pay out or vesting of variable 
remuneration. 
 
Instead of awarding, paying out the variable remuneration or allowing it to vest, the net 
profit of the management company for that year and potentially for subsequent years 
should be used to strengthen its financial situation. 
 
The management company should not compensate for this at a later date by awarding, 
paying out or vesting a greater amount of variable remuneration than it otherwise would 
have done, unless it becomes evident in subsequent years that the management company's 
financial results justify such actions. 
 
40. A management company's remuneration policy should encourage the alignment of the 
risks taken by its staff with those of the UCITS it manages, the investors of such UCITS and 
the management company itself; the remuneration policy should duly take into 
consideration the need to align risks in terms of risk management and exposure to risk. 
 
41. The supervisory function should be responsible for approving and maintaining the 
remuneration policy of the management company, and overseeing its implementation. 
 
Those functions should be properly involved in the design of the remuneration policy of the 
management company. 
 
43. Ultimately, the supervisory function should ensure that remuneration policy is 
consistent with and promotes management. 
 
not encourage excessive risk taking as compared to the investment policy of the UCITS the 
management company manages, and 
 
The supervisory function should determine and oversee the remuneration of the members 
of the management body. 
 
47. For management companies which have a separate supervisory function, in order to 
properly address conflicts of interests, it may be more appropriate for members of the 
supervisory function to be compensated only with fixed remuneration. 
 
48. The approval of a management company's remuneration policy and decisions relating to 
the remuneration of members of the management body, may be assigned to the meeting of 
the shareholders of the management company, depending on the management company's 
characteristics or on the national rules in the jurisdiction in which the management 
company is established. 
 



50. The supervisory function should ensure that the remuneration policy of the 
management company and its implementation will be reviewed on an annual basis at a 
minimum. 
 
A management company which is significant only with respect to one or two of the three 
above factors should not be required to set up a remuneration committee. 
 
58. It should also be understood, as mentioned above under paragraph 54, that 
management companies falling within the examples set out above may choose to set up a 
remuneration committee at their own initiative as a matter of good practice. 
 
59. Management companies that fall outside the above examples should not be 
automatically required to set up a remuneration committee. 
 
63. The remuneration committee should be encouraged to seek expert advice internally 
(e.g. from risk management) and externally. 
 
be responsible for the preparation of recommendations to the supervisory function, 
regarding the remuneration of the members of the management body as well as of the 
highest paid staff members in the management company; 
 
67. Management companies should ensure that control functions have an active role in the 
design, ongoing oversight and review of the remuneration policies for other business areas. 
 
68. Working closely with the remuneration committee and the supervisory function and 
management body, the control functions should assist in determining the overall 
remuneration strategy applicable to the management company, having regard to the 
promotion of effective risk management. 
 
69. The risk management function should assess how the variable remuneration structure 
affects the risk profile of the management company. 
 
74. The remuneration structure of control functions personnel should not compromise their 
independence or create conflicts of interest in their advisory role to the remuneration 
committee, supervisory function and/or management body. 
 
If remuneration of the control functions includes a component based on management 
company-wide performance criteria, the risk of conflicts of interest increases and should be 
properly addressed. 
 
75. For management companies which are required to have a remuneration committee, the 
remuneration of the senior staff responsible for heading the control functions should not be 
solely left to the supervisory function, but should be directly overseen by the remuneration 
committee. 
 



The remuneration committee should make recommendations to the management body on 
the remuneration to be paid to the senior officers in the risk management and compliance 
functions. 
 
Management companies should make an assessment on whether these requirements 
should be applied to the management company as a whole and, if required, be able to 
demonstrate to competent authorities why they have applied these requirements to the 
identified staff only. 
 
Management companies should ensure that their remuneration systems are well designed 
and implemented. 
 
81. When developing their remuneration policy, management companies should give due 
consideration to how remuneration contributes to the prevention of excessive risk-taking, 
the efficiency of the management company and the UCITS it manages and the consistency 
of the remuneration policy with effective risk management. 
 
83. In order to counterbalance the dangers mentioned, risk management elements should 
be connected to the remuneration policy. 
 
When properly structured and implemented, variable remuneration can be an efficient tool 
to align the staff's interests with the interests of the UCITS that the management company 
manages. 
 
The pension policy (the fixed as well as the variable pension payments) should be aligned 
with the long term interests of the management company and the UCITS it manages. 
 
88. Where a staff member leaves the management company before retirement, the 
discretionary pension benefits should not be vested before a period of five years and should 
be subject to performance assessment and ex post risk adjustment before pay out. 
 
As a general rule this would not prohibit insurance designed to cover personal payments 
such as healthcare and mortgage instalments (provided that the mortgage coverage 
concerns health-related circumstances that would render the staff member unable to work 
in an equivalent position), although each case should be judged on its merits. 
 
Management companies should maintain effective arrangements to ensure that the staff 
member complies with this requirement. 
 
96. Having a fully-flexible policy on variable remuneration implies not only that variable 
remuneration should decrease as a result of negative performance but also, that it can go 
down to zero in some cases. 
 
97. To limit excessive risk taking, variable remuneration should be performance-based and 
risk adjusted. 
 



To achieve the aim, an management company should ensure that incentives to take risks are 
constrained by incentives to manage risk. 
 
A remuneration system should be consistent with effective risk management and 
governances processes within the management company. 
 
The objectives should be derived from the business plan of the management company, if 
any, and should be in line with the risk appetite of the management company and the 
investment strategy of the UCITS concerned. 
 
If properly designed, the performance assessment links the remuneration with the 
achievement of the investment strategy of the UCITS concerned and the business plan, if 
any, or the objectives of the management company. 
 
Risk alignment during performance measurement can be achieved by using risk adjusted 
performance criteria or by adjusting performance measures for risk afterwards. 
 
100. In order to align the actual payment of remuneration to the holding period 
recommended to the investors of the UCITS managed by the management company and 
their investment risks, the variable remuneration should partly be paid upfront (shortterm) 
and partly deferred (long-term). 
 
Before paying out the deferred part, a reassessment of the performance and, if necessary, a 
risk adjustment should be required in order to align variable remuneration to risks and 
errors in the performance and risk assessments that have appeared since the staff members 
were awarded their variable remuneration component. 
 
This so-called ex post risk adjustment should always be necessary, because at the time 
remuneration is awarded, the ultimate performance cannot be assessed with certainty. 
 
101. Management companies, when assessing risk and performance, should take into 
account both current and future risks that are taken by the staff member, the business unit, 
the UCITS concerned or the management company as a whole. 
 
For example, for senior executives, management companies may design the remuneration 
policies to include financial measures based on the performance of all the UCITS managed 
by the management company or the entire management company, or for performance and 
risks of units, or decisions that were determined by senior executive strategy. 
 
To complete the measurement and adjustment of risk or performance, management 
companies should also rely on qualitative approaches. 
 
109. Management companies should take into account all risks, whether on or off balance 
sheet, differentiating amongst risks affecting the management company, the UCITS it 
manages, business units and individuals. 
 



Management companies should also determine whether measures they are using for risk 
adjustment include 'difficult-to-measure' risks, such as reputational and operational risk. 
 
110. In order to take into account all material risks, management companies should use the 
same risk measurement methods as used in the risk management policy established for the 
UCITS managed by the management company. 
 
Management companies should also take into account the risks arising from the additional 
management of AIFs and from the services provided under Article 6(3) of the UCITS 
Directive. 
 
111. Taking proportionality into account, the risk management calculations should be 
transparent and the management companies should be able to demonstrate how the risk 
calculations can be broken down by UCITS and related to the management company's 
business units and different types of risk positions throughout the organisation. 
 
112. Management companies should use both quantitative (financial) as well as qualitative 
(non-financial) criteria for assessing individual performance. 
 
Negative non-financial performance, in particular unethical or non-compliant behaviour, 
should override any good financial performance generated by a staff member and should 
diminish the staff member's variable remuneration. 
 
117. Relative performance measures are measures that compare performance with peers, 
either 'internal' peers (i.e. within the organization) or 'external' (similar management 
companies). 
 
Such measures pose the risk that variable remuneration that is not supported by long-term 
success of the business unit or the management company or the UCITS it manages will be 
paid out anyway. 
 
119. Management companies should adopt a documented policy for the award process and 
ensure that records of the determination of the overall variable remuneration pool are 
maintained. 
 
Performance measures used in setting the remuneration pool may not fully or adequately 
capture risks undertaken ex-ante adjustments should be applied to ensure that the variable 
remuneration is fully aligned with the risks undertaken. 
 
122. In order to have a sound and effective remuneration scheme, management companies 
should use a number of different quantitative measures for their risk adjustment process. 
 
123. When measuring the profitability of the management company and its business units 
as well as the UCITS it manages, the measurement should be based on net revenue where 
all direct and indirect costs related to the activity are included. 
 



Management companies should make sure that remuneration pools are not being "back-
fitted" to meet remuneration demands. 
 
124. The quantitative ex-ante risk adjustments made by management companies should 
largely rely on existing measures within the management companies, generally used for 
other risk management purposes. 
 
A stricter than necessary application for one component may influence the supervisory 
scrutiny for another component. 
 
n+2 and n+3, , where 'n' is the moment at which performance is measured to determine the 
variable remuneration. 
 
133. In order to ensure a proper assessment of the performance outcome and to undertake 
a proper ex-post risk adjustment, the first deferred portion should not be paid out too soon 
after the accrual period. 
 
A misalignment of interests might arise in relation to identified staff that are not directly 
involved in investment management. 
 
139. A retention policy should be determined by the management company in the 
remuneration policy. 
 
The management company should be able to explain how the retention policy relates to 
other risk alignment measures in the total remuneration policy and should explain whether 
and how they differentiate between instruments paid upfront and deferred instruments. 
 
Longer retention periods should be applied for staff with the most material impact on the 
risk profile of the management company and the UCITS it manages. 
 
145. Instruments should be valued on the date of the award (at the end of the accrual 
period) of these instruments. 
 
Good practice: For a certain category within its identified staff, a management company 
establishes a 50 instruments / 50 cash ratio for the variable remuneration, combined with a 
60% deferral schedule (that is, 40% is nondeferred variable remuneration). 
 
Poor practice: If for a certain category within its identified staff, a management company 
were to establish a 50 instruments / 50 cash ratio for the variable remuneration, combined 
with a 40 % deferral scheme, the management company cannot decide to pay 50 in cash up 
front and 10 in instruments, leading to a deferred pay out of 40 in instruments. 
 
Poor practice: If for a certain category within its identified staff, a management company 
were to establish a 70 instruments / 30 cash ratio for the variable remuneration, combined 
with a 50% deferral scheme, the management company cannot decide to pay 50 upfront in 
instruments and 0 in cash, leading to a deferred pay out of 20 in instruments and 30 in cash. 
 



149. For the purposes of the requirement to pay at least 50% of variable remuneration in 
instruments unless the management of UCITS accounts for less than 50% of the total 
portfolio managed by the management company, the 50% threshold should be based on the 
total net asset value of all the UCITS managed by the management company. 
 
151. An ex-post risk adjustment is an explicit risk alignment mechanism through which the 
management company itself adjusts remuneration of the staff member by means of malus 
or clawback clauses (e.g. by lowering cash remuneration or by awarding a lower number of 
instruments). 
 
whether the UCITS and/or the management company and/or the business unit 
subsequently suffers a significant downturn in its financial performance (specific indicators 
should be used); 
 
whether the UCITS and/or the management company and/or the business unit in which the 
staff member works suffers a significant failure of risk management; 
 
This implicit adjustment of remuneration is not related to any explicit decision of the 
management company, but is inherent to the form that is used for paying out. 
 
There should always be a form of explicit risk adjustment on the initiative of the 
management company. 
 
162. Without prejudice to confidentiality and applicable data protection legislation, 
management companies should disclose detailed information regarding their remuneration 
policies and practices for members of staff whose professional activities have a material 
impact on the risk profile of the UCITS the management company manages. 
 
Management companies should outline the role of all relevant stakeholders involved in the 
determination of the remuneration policy. 
 
Management companies should disclose information relating to the design and structure of 
remuneration processes, such as the key features and objectives of the remuneration policy 
and how the management company ensures that staff members in control functions are 
remunerated independently of the businesses they oversee. 
 
167. Disclosure reports should describe how the management company takes into account 
current and future risks to which they are exposed when implementing remuneration 
 
Management companies should describe the measures used to take account of these risks 
and the ways in which these measures affect remuneration. 
 
169. The disclosure should be produced and owned by the ultimate sign-off on 
remuneration decisions. 
 
170. The remuneration policy of a management company should be accessible to all staff 
members of that management company. 



 
Management companies should ensure that the information regarding the remuneration 
policy disclosed internally reveals at least the details which are disclosed externally. 
 
The staff members should know in advance the criteria that will be used to determine their 
remuneration. 
 
Confidential quantitative aspects of the remuneration of staff members should not be 
subject to internal disclosure. 
 
the remuneration policy is consistent with and promotes sound and effective risk 
management and does not encourage risk taking which is inconsistent with the risk profiles, 
rules or instruments of incorporation of the UCITS that the management company manages; 
 
Only to the identified staff, but management company-wide strongly recommended and 
management companies, if required, should be able to demonstrate why the applied the 
requirement to the identified staff only 
 
Paragraphs 80 - 83 → Only to the identified staff, but management company-wide strongly 
recommended and management companies, if required, should be able to demonstrate 
why the applied the requirement to the identified staff only 
 
the remuneration policy is adopted by the management body of the management company 
in its supervisory function, and that body adopts, and reviews at least annually, the general 
principles of the remuneration policy and is responsible for, and oversees, their 
implementation; the tasks referred to in this point shall be undertaken only by members of 
the management body who do not perform any 
 
executive functions in the management company concerned and who have expertise in risk 
management and remuneration; 
 
the implementation of the remuneration policy is, at least annually, subject to central and 
independent internal review for compliance with policies and procedures for remuneration 
adopted by the management body in its supervisory function; 
 
the remuneration of the senior officers in the risk management and compliance functions is 
directly overseen by the remuneration committee, where such a committee exists; 
 
management company in order to ensure that the assessment process is based on the 
longer-term performance of the UCITS and its investment risks and that the actual payment 
of performance-based components of remuneration is spread over the same period ; 
 
The total variable remuneration shall generally be considerably contracted where subdued 
or negative financial performance of the management company or of the UCITS concerned 
occurs, taking into account both current compensation and reductions in payouts of 
amounts previously earned, including through malus or clawback arrangements; 
 



If the employee leaves the management company before retirement, discretionary pension 
benefits shall be held by the management company for a period of five years in the form of 
 
The members of the remuneration committee shall be members of the management body 
who do not perform any executive functions in the management company concerned. 
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