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The revised Undertakings for Collective Investment in Transferable Securities (UCITS) 
Directive puts in place a comprehensive framework for the regulation of harmonised 
investment funds within Europe. 
 
The extensive requirements with which UCITS must comply are de-signed to ensure that 
these products can be sold on a cross-border basis. 
 
2. The UCITS framework is made up of the following EU legislation: 
 
The purpose of the document is to promote common supervisory approaches and practices 
in the application of the UCITS Directive and its implementing measures. 
 
It does this by providing responses to questions posed by the general public and competent 
authorities in relation to the practical application of the UCITS framework. 
 
1COMMISSION DIRECTIVE 2007/16/EC of 19 March 2007 implementing Council Directive 
85/611/EEC on the coordination of laws, regulations and administrative provisions relating 
to undertakings for collective investment in transferable securities (UCITS) as regards the 
clarification of certain definitions. 



 
2COMMISSION DIRECTIVE 2010/43/EU of 1 July 2010 implementing Directive 2009/65/EC of 
the European Parliament and of the Council as regards organisational requirements, 
conflicts of interest, conduct of business, risk management and content of the agreement 
between a depositary and a management company. 
 
4COMMISSION DIRECTIVE 2010/42/EU of 1 July 2010 implementing Directive 2009/65/EC of 
the European Parliament and of the Council as regards certain provisions concerning fund 
mergers, master-feeder structures and notification procedure. 
 
5 COMMISSION REGULATION (EU) No 584/2010 of 1 July 2010 implementing Directive 
2009/65/EC of the European Parliament and of the Council as regards the form and content 
of the standard notification letter and UCITS attestation, the use of electronic 
communication between competent authorities for the purpose of notification, and 
procedures for on-the-spot verifications and investigations and the exchange of information 
between competent authorities. 
 
management companies by providing clarity as to the content rules, rather than creating an 
extra layer of requirements. 
 
of the UCITS Directive 
 
The document consolidates into a single document Directive previously issued by ESMA i.e. 
the Q&As on: 
 
b. ESMA's guidelines on ETFs and other UCITS issues (ESMA/2015/12); 
 
Due to the nature of Q&As, considered unnecessary. 
 
Will UCITS be required to issue a further KIID and a revised prospectus on 18 March 2016 to 
reflect the UCITS V requirement? 
 
UCITS management companies should make available website the additional information 
about the management company's arrangements as soon as it becomes available. 
 
Does the UCITS V requirement apply to all annual reports published on or after 18 March 
2016? 
 
For annual reports relating to periods the end on or after 18 March 2016, but before the 
UCITS management company has completed its first annual performance period in which it 
has to comply with articles 14a and 14b of the Directive, the UCITS management company 
should include the remuneration-related information in the report on a best efforts basis 
and to the extent possible, explaining the basis for any omission. 
 
Question 1c [last update 1 February 2016]: When must existing UCITS depositary contracts 
be updated in order to meet the requirements under Directive 2014/91/EU (UCITS V)? 
 



Under Article 22(2) of the UCITS Directive, introduced by UCITS V, the appointment of the 
depositary shall be evidenced by written contract, while the delegated acts required under 
Article 26b will set out the particulars that need to be included in that written contract. 
 
UCITS depositary contracts 
 
While there is no requirement to include those liability provisions in depositary contracts, in 
practice existing depositary contracts will contain liability provisions which will not be 
consistent with the depositary liability provisions set out in UCITS V. In accordance with 
Article 24(4), those provisions of a contract which set out the parties' agreement on 
depositary liability and which conflict with the UCITS V depositary liability provisions will be 
void with effect from 18 March 2016. 
 
The UCITS V depositary liability provisions will apply instead. 
 
The liability provisions in existing depositary contracts should be amended to reflect the 
UCITS V depositary liability provisions when those depositary contracts are revised to 
comply with the delegated acts. 
 
Question 2a [last update 1 April 2016]: Can a UCITS invest in a UCITS feeder fund? 
 
As UCITS feeder funds have to invest at least 85% of their net assets in their UCITS master 
fund, another UCITS cannot invest in a UCITS feeder fund. 
 
According to Article 50(1)(e)(iv) of the UCITS Directive, a UCITS can only invest in other 
UCITS if "no more than 10 % of the assets of the UCITS or of the other collective investment 
undertakings, whose acquisition is contemplated, can, according to their fund rules or 
instruments of incorporation, be invested in aggregate in units of other UCITS or other 
 
*** NEW *** Question 3a [last update 12 October 2016]: Can the term "regulated market in 
a Member State" in Article 50(1)(b) of the UCITS Directive be understood to include a 
 
An MTF operated in the EU is a regulated market within the scope of the UCITS framework 
as long as it meets the requirements set out in Article 50(1)(b). 
 
Instruments in which a UCITS invests that are traded on such an MTF on behalf of a UCITS 
must comply with the Eligible Assets Directive 7, in particular with its Article 2(1). 
 
7Commission Directive 2007/16/EC of 19 March 2007 implementing Council Directive 
85/611/EEC on the coordination of laws, regulations and administrative provisions relating 
to undertakings for collective investment in transferable securities (UCITS) as regards the 
clarification of certain definitions ("Eligible Assets Directive") 
 
Answer 1a: In accordance with Article 82 of the UCITS Directive a UCITS is required to keep 
the essential elements of key investor information up-to-date. 
 



In accordance with Article 23 of Commission Regulation (EU) No 583/2010, a KIID with duly 
revised presentation of past performance of the UCITS shall be made available no later than 
35 business days after 31 December each year. 
 
Answer 1b: When a UCITS is in liquidation there can be no obligation to prepare a KIID as 
the liquidator may have assumed many of the powers of the UCITS management company. 
 
In accordance with Article 79 of the UCITS Directive, key investor information shall 
constitute pre-contractual information. 
 
Information relevant to two or more share classes may be combined into a single KIID 
provided the resulting KIID complies in full with all KIID requirements (including the limit on 
length). 
 
Answer 4a: In accordance with Article 15(4) of Commission Regulation (EU) No 583/2010 a 
statement that there is insufficient data to provide a useful indication of past performance 
should be included in the KIID. 
 
Question 4b: Where a UCITS refers to an index in its investment objectives and policies as a 
benchmark and will measure the performance against this but does not intend to track that 
index, is it necessary to show the performance of the benchmark index in the past 
performance section of the KIID? 
 
Question 4c: Where a UCITS refers to an index in its investment objectives and policies (for 
example as an indication of the universe from which investments may be selected) but does 
not intend to measure performance against that index, is it necessary to show the 
performance of the index in the past performance section of the KIID? 
 
should the chart of past performance be 
 
to a UCITS' objectives and investment policy during the period displayed in the bar chart, 
the 
 
UCITS' past performance prior to the material change shall continue to be shown. 
 
If the benchmark is modified, the bar chart should display the performance of the previous 
benchmark for the period preceding the change. 
 
should be used in the bar chart alongside the UCITS' past performance. 
 
Question 4g: Article 19(4) of Commission Regulation (EU) No 583/2010 states that "In the 
case of mergers referred to in Article 2(1)(p)(i) and (iii) of Directive 2009/65/EC, only the 
past performance of the receiving UCITS shall be maintained in the key investor information 
 
Answer 4g: In the case of a merger where the receiving UCITS is a newly established UCITS 
with no performance history, UCITS should use the past performance of the merging UCITS 



in the KIID of the receiving UCITS if the competent authority of the receiving UCITS 
reasonably assesses that the merger does not impact the UCITS' performance. 
 
Only the name of the UCITS management company should be disclosed. 
 
The information on the remuneration policy which has to be made available on a website 
(and the paper copy of it to be made available on request) should fall under Article 94(1)(c) 
of the UCITS Directive relating to information or documents other than the KIID. 
 
Answer 2: If all the sub-funds are UCITS ETFs, the labelling requirement applies to the 
subfund level and the UCITS may decide to apply it to the umbrella level as well. 
 
If not all the sub-funds are UCITS ETFs, the labelling requirement only applies to the relevant 
subfunds. 
 
9This section mirrors the content of the old Q&A on ESMA's guidelines on ETFs and other 
UCITS issues (ESMA/2015/12), which is replaced by the present document. 
 
Question 3b: When the UCITS ETF is open for direct redemptions, should UCITS 
management companies arrange the redemptions directly with secondary market investor 
of the UCITS ETF? 
 
UCITS management companies are not required to be directly in contact with the secondary 
market investors of the UCITS ETF but should make sure that appropriate processes are in 
place in order to allow direct redemptions when needed. 
 
The reference to unit-holders in Article 92 of the UCITS Directive should be understood as 
including secondary market investors of UCITS ETFs. 
 
Question 4b: In some jurisdictions, UCITS management companies may also act securities 
lending agents. 
 
Answer 4b: First, pursuant to paragraph 28 of the guidelines, it should be disclosed to 
investors that the UCITS management company acts a securities lending agent. 
 
According to paragraph 35 of the guidelines, the annual report of the UCITS should provide 
investors with details on the amount of fees paid to the UCITS management company that 
may be deducted from the gross revenues arising from efficient portfolio management 
techniques. 
 
Question 4c: According to paragraph 28 of the guidelines, UCITS should disclose the identity 
of the entity(ies) to which the direct and indirect costs and fees are paid and indicate if 
these are related parties to the UCITS management company or the depositary. 
 
Answer 4c: UCITS management companies may disclose this information in the prospectus 
of the UCITS or in the annual report of the UCITS. 
 



Question 5a: When a UCITS enters into an unfunded swap, should the exposure swapped 
into the UCITS be considered in combination with the assets that are swapped out to assess 
the compliance with investment limits laid down in Article 52, 53, 54, 55 and 56 of the UCITS 
Directive? 
 
If the UCITS swaps the performance of its assets against the performance of another 
portfolio of assets, the UCITS should not combine both the assets swapped out and the 
exposure swapped into the UCITS when assessing the investment limits laid down in Articles 
52, 53, 54, 55, 56 of the UCITS Directive because the ultimate exposure of the UCITS is not a 
combination of the two portfolios. 
 
unfunded swap, both the UCITS' investment portfolio that is swapped out and the portfolio 
that is swapped into the UCITS should comply with the investment limits laid down in 
Articles 52, 53, 54, 55 and 56 of the UCITS Directive. 
 
accordance with Article 51(3) of the UCITS Directive, the UCITS' investment portfolio as well 
as the final exposure of the UCITS resulting from the investment in financial derivative 
instruments should comply with the UCITS investment limits laid down in Articles 52, 53, 54, 
55 and 56 of the UCITS Directive. 
 
The counterparty to the financial derivative instrument can decide on the composition of 
the underlying of the financial derivative instrument or the UCITS investment portfolio 
without the prior consent of the UCITS management company. 
 
The counterparty to the financial derivative instrument offers advice to the UCITS 
management company on the composition of the underlying of the financial derivative 
instrument or the 
 
UCITS management company expressly approves any 
 
Question 5f: For the purpose of paragraph 39 of the guidelines, would the counterparty to a 
financial derivative instrument be considered as having discretion over the composition of 
the underlying assets of the financial derivative instrument under the following 
arrangement? 
 
The role of the counterparty only involves implementing a set of rules and this set of rules is 
agreed in advance with the UCITS management company and does not allow the exercise of 
any discretion by the counterparty. 
 
Answer 5f: No, in such circumstances the counterparty to the financial derivative instrument 
will not be considered as having any discretion over the composition of the underlying 
assets of the financial derivative instrument. 
 
Question 6a: Do the requirements on collateral only apply to the fraction of assets reduces 
the counterparty risk of the UCITS to the limit imposed by the UCITS Directive? 
 



According to paragraph 44 of the guidelines, re-invested cash collateral should be diversified 
in accordance with the diversification requirements applicable to noncash collateral. 
 
Article 50(f) of the UCITS Directive at which UCITS may place 
 
and Short-Term Money Market Funds in which cash 
 
Collateral issued or guaranteed by the counterparty of an OTC financial derivative 
transaction or EPM technique or by one of its subsidiaries or by a parent company, or more 
generally by an entity belonging to the same issuer group should not be considered 
compliant with paragraph 40 (d) of the guidelines. 
 
if the UCITS' depositary has delegated the custody of the and the depositary remains liable if 
the collateral is lost by the 
 
Does the diversification requirement refer to the basket of collateral or to the net asset 
value of the UCITS? 
 
Collateral received should be diversified so that exposure to any issuer does not exceed 20% 
of the net asset value of the UCITS. 
 
Question 6g: In the case of government bonds, each different issue of bonds of the same 
issuer? 
 
Exposure to any one government issuer, or any individual issuer, is limited to 20% of the net 
asset value of the UCITS. 
 
According to paragraph 41 of the ESMA guidelines, both exposures should be combined 
when calculating the counterparty risk limits of Article 52 of the UCITS Directive. 
 
Answer 6j: No. Cash collateral received by UCITS assets listed in paragraph 43(j) of the 
guidelines. 
 
UCITS should aggregate non-cash collateral and re-invested cash collateral when assessing 
the diversification requirements of collateral received by UCITS. 
 
Question 6m: When UCITS reinvest cash collateral, should the reinvested cash collateral be 
taken into account for the calculation of the issuer concentration limits laid down in the 
UCITS Directive? 
 
For example, this means that if a UCITS has already placed 10% of its assets on deposits with 
a given issuer, it should not reinvest cash collateral for more than 10% of its assets in 
deposits with the same issuer in order to comply with the 20% limit of Article 52(1)(b) of the 
UCITS Directive. 
 
, the reinvested cash collateral has to comply with the diversification requirement laid down 
in paragraph 44 of the ESMA guidelines on ETFs and other UCITS issues. 



 
Question 6n: When a UCITS reinvests cash collateral in short-term money market funds 
pursuant to paragraph 43 (j) of the guidelines, should the short-term money market funds 
comply with the requirements of Article 50(1)(e)(iv) of the UCITS Directive (i.e. the short-
term money market funds should not invest more than 10% of their assets in aggregate in 
other money market funds)? 
 
Answer 6n: Yes, the requirement of Article 50(1)(e)(iv) of the UCITS Directive to short-term 
money market funds in which UCITS may reinvest cash collateral. 
 
*** NEW *** Question 6o [last update 12 October 2016]: A UCITS has a clause in its fund 
rules limiting investment in units of other funds to 10%, in line with Article 50(1)(e)(iv) of the 
UCITS Directive. 
 
If, in accordance with paragraph 43 of the ESMA Guidelines on ETFs and other UCITS issues, 
this fund re-invests cash collateral in short-term money market funds, should this 
investment be included in the calculation when calculating the 10% limit? 
 
Investment of cash collateral in short-term money market funds should be treated in the 
same way as any other investment made by the UCITS in units of other UCITS or other 
collective investment undertakings and should be compliant with all the requirements of 
the UCITS Directive. 
 
This means that the guidelines on ETFs and other UCITS issues take precedence over the 
guidelines on eligible assets issued by CESR in 2008 (Ref. CESR/07-044b) and that UCITS 
should not invest even a small amount of their assets in financial indices that do not comply 
with paragraphs 48 to 61 of the guidelines. 
 
Question 7c: Paragraph 56 of the guidelines recommends that all levels of an index should 
be subject to transparency requirements. 
 
Answer 7c: This means that if a financial index is comprised of transparency requirements 
also apply to the underlying indices. 
 
are based solely on algorithmic non-subjective frameworks; 
 
This means that underlying financial indices do not need to satisfy the diversification 
requirements laid down in Article 9 of the Eligible Assets Directive. 
 
Answer 7k: Yes, provided that a similar asset serves as an adequate proxy. 
 
Those qualitative and quantitative data should be documented by UCITS management 
companies. 
 
The proxy asset cannot constitute more than 3 years of the 5 years of data for the purposes 
of the calculation. 
 



The proxy must be a single commodity (rather than a component of a basket or other 
amalgam/hybrid product) asset. 
 
Question 8a: From when are the requirements set out in paragraphs 43, the guidelines 
applicable for UCITS existing before the guidelines apply? 
 
Answer 8a: UCITS existing before the guidelines apply should comply with the provisions of 
paragraphs 41, 43, 44, 45 and 46 within 12 months of the date of application of the 
guidelines. 
 
Pursuant to paragraph 65 of the guidelines, any new reinvestment of cash collateral made 
by UCITS existing before the guidelines apply should comply with the guidelines 
immediately. 
 
Question 8c: Are EPM techniques concluded by UCITS before the date of application of the 
guidelines subject to transitional provisions? 
 
The transitional provisions not to umbrella UCITS themselves. 
 
Directive Directive 
 
Question 1c: If the UCITS attestation transmitted to the competent authority of the home 
Member State lists all the existing investment compartments of a UCITS, should the UCITS 
undertake a notification procedure for all the investment compartments it intends to 
market in a Member State? 
 
Even if the UCITS attestation lists all the existing investment compartments of a UCITS, the 
marketing of these investment compartments in a Member State is possible only if the 
competent authority of the host Member State has been duly notified by the competent 
authority of the home Member State. 
 
Question 2: Amendments Directive 2009/65/EC 
 
When UCITS notify the competent authorities of home Member States of a change in the 
name of the UCITS or in one of its investment compartments, no UCITS attestation should 
be transmitted. 
 
Question: If the UCITS is a self-managed investment company, what information should be 
provided under the heading 'details of contact person at the management company' in Part 
A of the notification letter? 
 
Answer: If the UCITS is a self-managed investment company, the details of the contact 
person at the self-managed investment company and the relevant contact information 
should be provided. 
 



Question: In the context of establishment of a branch by a UCITS management company in a 
different Member State, in which language should competent authorities of home Member 
States send the relevant information to competent authorities of host Member States? 
 
A portfolio management practice which only aims to reduce the interest rate risk of a 
corporate bond portfolio by entering into a short position on bond future contracts (or an 
interest rate swap) in the same currency and with a similar interest rate duration. 
 
A portfolio management practice which aims to reduce the credit risk of a corporate or 
government bond portfolio through purchased Credit Default Swaps (CDS). 
 
Hedging arrangements for UCITS funds of funds are possible provided that the management 
company of the investing UCITS has full knowledge of the underlying investments of the 
target funds. 
 
The UCITS must hold securities from at least six different issues and securities from any 
single issue shall not exceed 30% of its total assets. 
 
rule apply on the basis of the net assets of the UCITS or on a 
 
Answer: The 100% diversification limit of Article 54 should be applied on the net assets (i.e. 
exposure to assets referred to in this article is limited to 100% of the net asset value) as all 
investment restrictions applicable to UCITS, including the diversification limits of Article 54, 
have to be applied with reference to their net assets and because any exposure beyond 
 
As an alternative, UCITS may treat the NAV of the target fund as an equity and use it as a 
substitute in the calculation of global exposure, in particular when the VaR Approach is 
used. 
 
, UCITS fund of funds structures have to comply with all due diligence and risk management 
requirements laid down in the UCITS framework (Directive 2009/65/EC, Directive 
2010/43/EU and the CESR guidelines on Risk Management principles for UCITS 12). 
 
The method chosen by the UCITS should be disclosed in the prospectus. 
 
Question [last update 19 July 2016]: For OTC financial derivative transactions that are 
centrally cleared and subject to the reporting obligation of EMIR, can UCITS management 
companies rely on the valuation provided by the central counterparty (CCP)? 
 
The UCITS framework requires UCITS management companies to have in place a process for 
accurate and independent verification of the value of the OTC financial derivative 
transactions, even if they are centrally cleared. 
 
The valuation provided by the CCP can only serve as a point of reference for the verification 
performed by the UCITS management company. 
 



The UCITS management company should be able to justify any deviation from the valuation 
provided by the CCP. 
URL:  
https://www.esma.europa.eu/sites/default/files/library/2016-
1455_qa_on_application_of_the_ucits_directive.pdf 
 


