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Global Legal Solutions

AIFMD – Remuneration

Introduction
The Alternative Investment Fund Managers Directive (“AIFMD”), requires alternative investment fund managers (“AIFMs”)* to adopt remuneration 
policies and practices that are “consistent with and promote sound and effective risk management and do not encourage risk-taking” in relation 
to certain categories of staff. Set out below is a summary of the remuneration requirements.

Key Requirements
The remuneration principles are set out in Annex II of AIFMD and include the following:

>> Putting a remuneration policy in place that is aligned to the risk profile, values and strategy of the AIFM and any alternative investment funds
(“AIFs”) that it manages;

>> The management body of the AIFM must adopt and periodically review the general principles of the remuneration policy and is responsible for its
implementation;

>> The implementation of the remuneration policy is subject to central and independent internal review for compliance with the remuneration policy
adopted by the management body, on at least an annual basis;

>> Fixed and variable components of remuneration must be balanced, with the fixed component representing a sufficiently high proportion of the
total remuneration;

>> 50% of the variable component should consist of units of AIF or equivalent;
>> 40% of the variable component should be deferred over the life of the AIF, for a period of at least 3 to 5 years, with up to 60% being deferred

where the variable component is particularly high;
>> The variable component should only be paid where financially sustainable and justified with regard to the performance of the business units.  A

provision for malus or clawback should be included;
>> The establishment of a remuneration committee for AIFMs that are significant in terms of size, nature and scale. See further below under the

heading “Proportionality”; and
>> Staff may not use personal hedging strategies or insurance to undermine the risk alignment effect of the remuneration policies.

AIFMD Factsheet

* The majority of the remuneration requirements initially apply to all authorised AIFMs. They will not apply to non-EU AIFMs (other than the
transparency requirements) until 2015 at the earliest.

http://www.walkersglobal.com/images/AIFMD/AIFMD-Directive.pdf
http://www.walkersglobal.com/images/AIFMD/AIFMD-Directive.pdf#page=70
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Scope
The remuneration policies and obligations should cover all forms of payments or benefits paid by the AIFM or the AIF itself, including carried interest 
and the transfer of units or shares in the AIF, to what are known as “identified staff”, which include:

 >> senior management;

 >> risk takers;

 >> control functions; and

 >> any employee receiving total remuneration that takes them into the same remuneration bracket as those categories of staff outlined above, and 
  whose services have a material impact on the risk profile of the AIFM or the AIF that it manages.

The definition of identified staff also includes an employee of any entity to which the portfolio management or risk management activities have been 
delegated by the AIFM, whose services have a material impact on the risk profile of the AIFM or the AIF that it manages. If the AIFM delegates the 
portfolio or risk management functions, it will be required to ensure that either:

 >> the entities to which these functions have been delegated are subject to regulatory requirements that are equally as effective as those applicable  
  under AIFMD; or
 >> appropriate contractual arrangements are put in place to ensure that there is no circumvention of the remuneration rules. These contractual  
  arrangements should cover any payments made to the delegates’ identified staff as compensation for the performance of portfolio or risk  
  management activities on behalf of the AIFM.

Transparency Requirements
AIFMs must include the following information in relation to remuneration in the annual reports for each AIF managed by them that fall within the 
scope of AIFMD:

 >> The total remuneration paid by the AIFM to its staff for the relevant financial year, split into fixed and variable components;
 >> Any carried interest paid by the AIF;
 >> Clarification as to whether the remuneration relates to total remuneration paid to the AIFM’s entire staff or just to those fully or partly involved in  
  the activities of the AIF or whether it relates to a proportion of the total remuneration paid to its staff attributable to the AIF; 
 >> The number of beneficiaries; and
 >> The aggregate amount of remuneration broken down by senior management and members of staff whose actions have a material impact on the  
  risk profile of the AIF.

Although the remuneration principles will only apply in full to non-EU AIFMs from 2015 at the earliest, when they can apply for authorisation under 
AIFMD, non-EU AIFMs that manage and/or market AIFs within the EU will nonetheless be subject to the transparency requirements from 22 July 2013, 
subject to the grandfathering arrangements in each EU Member State.

Proportionality
The remuneration obligations will apply proportionately taking into account the AIFM’s size and the value of the AIFs that it manages, the AIFM’s 
internal organisation, the nature, scope and complexity of its activities. Proportionality may permit the disapplication of some of the remuneration 
requirements provided that the AIFM can on request explain the rational to the relevant competent authority. Only the following requirements may 
be disapplied on the basis of proportionality:

 >> The requirement to establish a remuneration committee where the AIFM is not of significant size, eg, where it is managing AIF assets below €1.25  
  billion or has less than 50 employees;
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Disclaimer
The information contained in the factsheet is necessarily brief and general in nature and does not constitute a detailed summary of all of the relevant information or legal advice. Appropriate 
legal or other professional advice should be sought for any specific matter.

 >> Variable remuneration to be in units of the AIF or equivalent;
 >> The retention and deferral requirements; and
 >> The clawback requirements.

Conclusion

The new remuneration obligations are considered by many to be the most controversial aspect of the AIFMD regime. While many EU Member States 
have yet to implement the new rules, there is now enough information for AIFMs to start considering how the new remuneration principles will impact 
on their current business model. Although they may be able to take advantage of grandfathering provisions, the new requirements will most likely 
take time to implement and AIFMs would be advised to start this process sooner rather than later.




