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November 5, 2013 

 

 

        

Via Electronic Mail 

 

Financial Conduct Authority  

25 The North Colonnade  

Canary Wharf  

London E14 5HS 

 

  Re: FCA Consultation Paper CP13/9: Quarterly Consultation No. 2  

   (September 2013) 

 

Dear Sir or Madam: 

 

 The Investment Adviser Association (IAA)
1
 appreciates the opportunity to comment on 

Chapter 14 of Consultation Paper 13/9, relating to Alternative Investment Fund Managers (AIFM) 

Remuneration Code Guidance.
2
  The IAA is a not-for-profit US association that represents the 

interests of investment adviser firms registered with the US Securities and Exchange Commission 

(SEC).  Our membership consists of investment advisory firms that manage assets for a wide 

variety of institutional and individual clients, including pension plans, trusts, investment funds, 

endowments, foundations, and corporations, and many of our members manage, or have affiliates 

that manage, UK alternative investment funds (AIFs).  Our comments relate to the concept of 

proportionality in applying the remuneration requirements of the AIFM Directive (Directive) to 

particular fund managers (AIFMs) and the application of the remuneration requirements to 

delegates. 

 

 As the Consultation Paper notes, the Directive specifically allows AIFMs to comply with its 

remuneration provisions in a way and to the extent that is appropriate to their size, internal 

organization, and the nature, scope and complexity of their activities.  The FCA has taken a 

comprehensive and thoughtful approach to the application of this proportionality principle in the 

Consultation Paper by setting out factors that AIFMs should consider in assessing the application 

of the remuneration rules.  The initial factor in the analysis, the amount of AIF assets under 

management, would create a presumption with respect to the application of certain of the 

remuneration requirements. 

 

                                                      
1
 For more information, please visit our website: www.investmentadviser.org. 

 
2
 FCA Quarterly Consultation Paper No. 2, CP13/9 (September 2013) (Consultation Paper).  

http://www.investmentadviser.org/


2 

 

 We agree with the use of AUM thresholds, and urge the FCA to use thresholds at the higher 

ends of the suggested ranges in order to assure that, when applied along with the other factors, the 

AIFMs fully covered by the requirements are those that are more likely to present the risks that the 

remuneration rules were designed to mitigate.  Regardless of the specific thresholds, an AIFM’s 

assets under management would not be dispositive in the analysis, and an AIFM that determined 

to disapply certain of the rules would also be required to consider a comprehensive list of other 

factors and to develop an explanation of the rationale for its decision, which would be provided to 

the FCA upon request.  Use of the AUM thresholds, though presumptive, would provide greater 

certainty to firms’ analyses and are reasonable proxies for risk and complexity in this context. 

 

 We also support the FCA’s analysis of the remuneration rules’ application to entities to which 

the AIFM has delegated portfolio or risk management with respect to an AIF.  Under the 

Guidelines, (1) the delegate must be subject to regulatory requirements on remuneration that are 

equally as effective as those under the Directive, or (2) appropriate contractual arrangements must 

be put in place with the delegate to avoid circumvention of the Directive.  These contractual 

arrangements would be tailored to cover remuneration of the delegate’s relevant staff related to the 

delegation.  We agree with the FCA that the “equally as effective” qualifier in the first alternative 

should not require equivalence between regimes, in light of the various regimes that may regulate 

delegates.  It is appropriate for the FCA consider the over-arching objectives of other regimes’ 

regulatory requirements rather than engaging in provision-by-provision analyses of each regime.  

Under the second alternative, we concur that requiring AIFMs to address only the delegate’s staff 

who have a material impact on the risk profiles of the relevant AIFs and remuneration that is 

connected with the delegated activities would be the most appropriate approach. 

 

 We appreciate the opportunity to provide our views on these issues and would be pleased to 

provide any additional information.  Please contact the undersigned or Karen L. Barr, General 

Counsel, at (202) 293-4222 with any questions regarding these matters. 

 

 

 

Respectfully submitted, 

 

 

Kathy D. Ireland 

Kathy D. Ireland 

Associate General Counsel 

 

 

cc: Stefan Saldanha 

 Policy Advisor/Asset Management & Funds 

 Policy, Risk & Research (PRR) Division 
 

 

 

 


