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INTRODUCTION

This document shows (in blue and underlined, for additions, and red-and-eressed-eut, for deletions) the changes to the
current consolidated text of Directive 2009/65/EC (the "UCITS Directive") (as available on Eur-lex) that would be made
if it were amended in accordance with the text of the European Commission's proposal of 25 November 2021 (the
"proposal”) for a Directive amending Directives 2011/61/EU and 2009/65/EC as regards delegation arrangements,
liquidity risk management, supervisory reporting, provision of depositary and custody services and loan origination by
alternative investment funds (the "Amending Directive").

The European Commission's detailed explanations of the specific amendments specified in the proposal are set out as
footnotes in this document and are labelled "The European Commission's "detailed explanation of the specific
provisions of the proposal" states with respect to this change: [...]".

Please note that the proposal may not reflect the version of the UCITS Directive as eventually adopted pursuant to the
Amending Directive. This document is for information only and is not intended to be comprehensive or provide
legal advice. For more information, speak to your usual Clifford Chance contact or Simon Crown, Monica
Sah, Paul Ellison or Charlotte Chopping at Clifford Chance in London.
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DIRECTIVE 2009/65/EC OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

of 13 July 2009

on the coordination of laws, regulations and administrative provisions relating to undertakings for
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CHAPTER |
SUBJECT MATTER, SCOPE AND DEFINITIONS
Article 1

1. This Directive applies to undertakings for collective investment in transferable securities (UCITS)
established within the territories of the Member States.

2. For the purposes of this Directive, and subject to Article 3, UCITS means an undertaking:

@ with the sole object of collective investment in transferable securities or in other liquid financial assets
referred to in Article 50(1) of capital raised from the public and which operate on the principle of risk-
spreading; and

(b) with units which are, at the request of holders, repurchased or redeemed, directly or indirectly, out of
those undertakings' assets. Action taken by a UCITS to ensure that the stock exchange value of its units
does not significantly vary from their net asset value shall be regarded as equivalent to such repurchase
or redemption.

Member States may allow UCITS to consist of several investment compartments.

3. The undertakings referred to in paragraph 2 may be constituted in accordance with contract law (as
common funds managed by management companies), trust law (as unit trusts), or statute (as investment
companies).

For the purposes of this Directive:

€)] ‘common funds' shall also include unit trusts;

(b) ‘units' of UCITS shall also include shares of UCITS.

4. Investment companies, the assets of which are invested through the intermediary of subsidiary
companies, mainly other than in transferable securities, shall not be subject to this Directive.

5. The Member States shall prohibit UCITS which are subject to this Directive from transforming
themselves into collective investment undertakings which are not covered by this Directive.

6. Subject to the provisions in Community law governing capital movements and subject to Articles 91 and
92 and the second subparagraph of Article 108(1), no Member State shall apply any other provisions in the field
covered by this Directive to UCITS established in another Member State or to the units issued by such UCITS,
where those UCITS market their units within the territory of that Member State.

7. Without prejudice to this Chapter, a Member State may apply to UCITS established within its territory
requirements which are stricter than or additional to those laid down in this Directive, provided that they are of
general application and do not conflict with the provisions of this Directive.

Article 2
1. For the purposes of this Directive the following definitions apply:
@ 'depositary' means an institution entrusted with the duties set out in Articles 22 and 32 and subject to the

other provisions laid down in Chapter 1V and Section 3 of Chapter V;

(b) 'management company' means a company, the regular business of which is the management of UCITS
in the form of common funds or of investment companies (collective portfolio management of UCITS);

(c) 'management company's home Member State' means the Member State in which the management
company has its registered office;



(d)
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'management company's host Member State' means a Member State, other than the home Member State,
within the territory of which a management company has a branch or provides services;

'UCITS home Member State' means the Member State in which the UCITS is authorised pursuant to
Article 5;

'UCITS host Member State' means a Member State, other than the UCITS home Member State, in which
the units of the UCITS are marketed;

'branch’ means a place of business which is a part of the management company, which has no legal
personality and which provides the services for which the management company has been authorised;

‘competent authorities’ means the authorities which each Member State designates under Article 97;
‘close links' means a situation in which two or more natural or legal persons are linked by either:

() ‘participation’, which means the ownership, direct or by way of control, of 20 % or more of the
voting rights or capital of an undertaking; or

(i) ‘control’, which means the relationship between a 'parent undertaking' and a 'subsidiary’, as
defined in Articles 1 and 2 of Seventh Council Directive 83/349/EEC of 13 June 1983 based on
the Article 54(3)(g) of the Treaty on consolidated accounts and in all the cases referred to in
Acrticle 1(1) and (2) of Directive 83/349/EEC, or a similar relationship between any natural or
legal person and an undertaking;

‘qualifying holding’ means a direct or indirect holding in a management company which represents 10 %
or more of the capital or of the voting rights or which makes it possible to exercise a significant influence
over the management of the management company in which that holding subsists;

'initial capital’ means the funds as referred to in Article 57(a) and (b) of Directive 2006/48/EC;

‘own funds' means own funds as referred to in Title V, Chapter 2, Section 1 of Directive 2006/48/EC;
'durable medium' means an instrument which enables an investor to store information addressed
personally to that investor in a way that is accessible for future reference for a period of time adequate
for the purposes of the information and which allows the unchanged reproduction of the information
stored;

'‘transferable securities’ means:

0] shares in companies and other securities equivalent to shares in companies (shares);

(i) bonds and other forms of securitised debt (debt securities);

(iii) any other negotiable securities which carry the right to acquire any such transferable securities
by subscription or exchange;

‘'money market instruments' means instruments normally dealt in on the money market which are liquid
and have a value which can be accurately determined at any time;

'mergers' means an operation whereby:

Q) one or more UCITS or investment compartments thereof, the 'merging UCITS', on being
dissolved without going into liquidation, transfer all of their assets and liabilities to another
existing UCITS or an investment compartment thereof, the 'receiving UCITS', in exchange for
the issue to their unit- holders of units of the receiving UCITS and, if applicable, a cash payment
not exceeding 10 % of the net asset value of those units;



(i) two or more UCITS or investment compartments thereof, the 'merging UCITS', on being
dissolved without going into liquidation, transfer all of their assets and liabilities to a UCITS
which they form or an investment compartment thereof, the 'receiving UCITS', in exchange for
the issue to their unit- holders of units of the receiving UCITS and, if applicable, a cash payment
not exceeding 10 % of the net asset value of those units;

(iii) one or more UCITS or investment compartments thereof, the ‘'merging UCITS', which continue
to exist until the liabilities have been discharged, transfer their net assets to another investment
compartment of the same UCITS, to a UCITS which they form or to another existing UCITS or
an investment compartment thereof, the 'receiving UCITS';

() ‘cross-border merger' means a merger of UCITS:
(i) at least two of which are established in different Member States; or
(ii) established in the same Member State into a newly constituted UCITS established in another
Member State;
)] ‘domestic merger' means a merger between UCITS established in the same Member State where at least

one of the involved UCITS has been notified pursuant to Article 93;

(s) 'management body' means the body with ultimate decision-making authority in a management company,
investment company or depositary, comprising the supervisory and the managerial functions, or only the
managerial function if the two functions are separated. Where, according to national law, the
management company, investment company or depositary has in place different bodies with specific
functions, the requirements laid down in this Directive directed at the management body or at the
management body in its supervisory function shall also, or shall instead, apply to those members of other
bodies of the management company, investment company or depositary to whom the applicable national
law assigns the respective responsibility;

® financial instrument' means a financial instrument specified in Section C of Annex | to Directive
2014/65/EU of the European Parliament and of the Council®.

of Regulation (EU) No 909/2014 of the European Parliament and of the Council? 3.

2. For the purposes of paragraph 1(b), the regular business of a management company shall include the
functions referred to in Annex II.

3. For the purposes of paragraph 1(g), all the places of business established in the same Member State by a
management company with its head office in another Member State shall be regarded as a single branch.

4, For the purposes of point (i)(ii) of paragraph 1, the following shall apply:

€)] a subsidiary undertaking of a subsidiary undertaking shall also be considered to be a subsidiary of the
parent undertaking which is at the head of those undertakings;

1 Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014 on markets in financial
instruments and amending Directive 2002/92/EC and Directive 2011/61/EU (OJ L 173, 12.6.2014, p. 349).

2 Regulation (EU) No 909/2014 of the European Parliament and of the Council of 23 July 2014 on improving
securities settlement in the European Union and on central securities depositories and amending Directives
98/26/EC and 2014/65/EU and Regulatlon (EU) No 236/2012 (OJ L 257! 28.8. 2014! p.1)

depository’, in line with Regulatlon (EU) 909/2014.




(b) situations in which two or more natural or legal persons are permanently linked to the same person by a
control relationship shall also be regarded as constituting a close links between such persons.

5. For the purposes of paragraph 1(j), the voting rights referred to in Articles 9 and 10 of Directive
2004/109/EC of the European Parliament and of the Council of 15 December 2004 on the harmonisation of
transparency requirements in relation to information about issuers whose securities are admitted to trading on a
regulated market shall be taken into account.

6. For the purposes of paragraph 1(I), Articles 13 to 16 of Directive 2006/49/EC shall apply mutatis
mutandis.
7. For the purposes of paragraph 1(n), transferable securities shall exclude the techniques and instruments

referred to in Article 51.
Article 3
The following undertakings are not subject to this Directive:
€)] collective investment undertakings of the closed-ended type;

(b) collective investment undertakings which raise capital without promoting the sale of their units to the
public within the Community or any part of it;

(© collective investment undertakings the units of which, under the fund rules or the instruments of
incorporation of the investment company, may be sold only to the public in third countries;

(d) categories of collective investment undertakings prescribed by the regulations of the Member States in
which such collective investment undertakings are established, for which the rules laid down in Chapter
VII and Article 83 are inappropriate in view of their investment and borrowing policies.

Article 4
For the purposes of this Directive, a UCITS shall be deemed to be established in its home Member State.
CHAPTER II
AUTHORISATION OF UCITS
Article 5
1. No UCITS shall pursue activities as such unless it has been authorised in accordance with this Directive.
Such authorisation shall be valid for all Member States.

2. A common fund shall be authorised only if the competent authorities of its home Member State have
approved the application of the management company to manage that common fund, the fund rules and the choice
of depositary. An investment company shall be authorised only if the competent authorities of its home Member
State have approved both its instruments of incorporation and the choice of depositary, and, where relevant, the
application of the designated management company to manage that investment company.

3. Without prejudice to paragraph 2, if the UCITS is not established in the management company's home
Member State, the competent authorities of the UCITS home Member State shall decide, on the application of the
management company, to manage the UCITS pursuant to Article 20. Authorisation shall not be subject either to
a requirement that the UCITS be managed by a management company having its registered office in the UCITS
home Member State or that the management company pursue or delegate any activities in the UCITS home
Member State.



4. The competent authorities of the UCITS home Member State shall not authorise a UCITS if:

(@) they establish that the investment company does not comply with the preconditions laid down in Chapter
V; or
(b) the management company is not authorised for the management of UCITS in its home Member State.

Without prejudice to Article 29(2), the management company or, where applicable, the investment company, shall
be informed, within two months of the submission of a complete application, whether or not authorisation of the
UCITS has been granted.

The competent authorities of the UCITS home Member State shall not authorise a UCITS if the directors of the
depositary are not of sufficiently good repute or are not sufficiently experienced also in relation to the type of
UCITS to be managed. To that end, the names of the directors of the depositary and of every person succeeding
them in office shall be communicated forthwith to the competent authorities.

Directors shall mean those persons who, under the law or the instruments of incorporation, represent the
depositary, or who effectively determine the policy of the depositary.

5. The competent authorities of the UCITS home Member State shall not grant authorisation if the UCITS
is legally prevented (for example, through a provision in the fund rules or instruments of incorporation) from
marketing its units in its home Member State.

6. Neither the management company nor the depositary shall be replaced, nor shall the fund rules or the
instruments of incorporation of the investment company be amended, without the approval of the competent
authorities of the UCITS home Member State.

7. The Member States shall ensure that complete information on the laws, regulations and administrative
provisions implementing this Directive which relate to the constitution and functioning of the UCITS are easily
accessible at a distance or by electronic means. Member States shall ensure that such information is available at
least in a language customary in the sphere of international finance, provided in a clear and unambiguous manner,
and kept up to date.

8. In order to ensure consistent harmonisation of this Article the European Supervisory Authority (European
Securities and Markets Authority) (hereinafter 'ESMA), established by Regulation (EU) No 1095/2010 of the
European Parliament and of the Council may develop draft regulatory technical standards to specify the
information to be provided to the competent authorities in the application for authorisation of a UCITS.

Power is delegated to the Commission to adopt the regulatory technical standards referred to in the first
subparagraph in accordance with the procedure laid down in Articles 10 to 14 of Regulation (EU) No 1095/2010.

CHAPTER Il
OBLIGATIONS REGARDING MANAGEMENT COMPANIES
SECTION 1
Conditions for taking up business
Article 6
1. Access to the business of management companies shall be subject to prior authorisation to be granted by
the competent authorities of the management company's home Member State. Authorisation granted under this

Directive to a management company shall be valid for all Member States.

ESMA shall be notified of every authorisation granted and shall publish and keep up-to-date a list of authorised
management companies on its website.

2. No management company shall engage in activities other than the management of UCITS authorised
under this Directive, with the exception of the additional management of other collective investment undertakings



which are not covered by this Directive and for which the management company is subject to prudential
supervision but the units of which cannot be marketed in other Member States under this Directive.

The activity of management of UCITS shall include, for the purpose of this Directive, the functions referred to in
Annex II.

3. By way of derogation from paragraph 2, Member States may authorise management companies to
provide, in addition to the management of UCITS, the following services:

@ management of portfolios of investments, including those owned by pension funds, in accordance with
mandates given by investors on a discretionary, client-by-client basis, where such portfolios include one
or more of the instruments listed in Annex I, Section C to Directive 2004/39/EC; and

(b) as non-core services:

(i) investment advice concerning one or more of the instruments listed in Annex I, Section C to
Directive 2004/39/EC;

(ii) safekeeping and administration in relation to units of collective investment undertakings.
Management companies shall not be authorised under this Directive to provide only the services referred

to in this paragraph, or to provide non-core services without being authorised for the services referred to
in point (a) of the first subparagraph.

4, Article 2(2) and Articles 12, 13 and 19 of Directive 2004/39/EC shall apply to the provision of the
services referred to in paragraph 3 of this Article by management companies.

Article 7
1. Without prejudice to other conditions of general application laid down by national law, the competent

authorities shall not grant authorisation to a management company unless the following conditions are met:

€)] the management company has an initial capital of at least EUR 125 000, taking into account the
following:

(i) when the value of the portfolios of the management company exceeds EUR 250 000 000, the
management company must be required to provide an additional amount of own funds which is
equal to 0,02 % of the amount by which the value of the portfolios of the management company
exceeds EUR 250 000 000 but the required total of the initial capital and the additional amount
must not, however, exceed EUR 10 000 000;

(i) for the purposes of this paragraph, the following portfolios must be deemed to be the portfolios
of the management company:

— common funds managed by the management company including portfolios for which
it has delegated the management function but excluding portfolios that it is managing
under delegation,

— investment companies for which the management company is the designated
management company,

— other collective investment undertakings managed by the management company
including portfolios for which it has delegated the management function but excluding
port- folios that it is managing under delegation;



(iii) irrespective of the amount of those requirements, the own funds of the management company
must at no time be less than the amount prescribed in Article 13 of Regulation (EU) 2019/2033
of the European Parliament and of the Council?;

(b) the persons who effectively conduct the business of a management company are of sufficiently good
repute and are sufficiently experienced also in relation to the type of UCITS managed by the management
company, the names of those persons and of every person succeeding them in office being communicated
forthwith to the competent authorities and the conduct of the business of a management company being
decided by at least two persens-meeting-such-conditions:natural persons who are either employed full-
time by that management company or who are committed full-time to conduct the business of that
management company and who are resident in the Union meeting such conditions®;

(©) the application for authorisation is accompanied by a programme of activity setting out, at least, the
organisational structure of the management company;-and, specifying technical and human resources
that will be used to conduct the business of the management company, information about the persons
effectively conducting the business of that management company, including:

(i) a detailed description of their role, title and level of seniority;

(i) a description of their reporting lines and responsibilities inside and outside of the
management company;

(iii) an overview of their time allocated to each responsibility;

(d) the head office and the registered office of the management company are located in the same Member
State.

For the purposes of point (a) of the first subparagraph, Member States may authorise management companies not
to provide up to 50 % of the additional amount of own funds referred to in point (i) of point (a) if they benefit
from a guarantee of the same amount given by a credit institution or an insurance undertaking which has its
registered office in a Member State, or in a third country where it is subject to prudential rules considered by the
competent authorities as equivalent to those laid down in Community law.

(e) information is provided by the management company on arrangements made for the delegation to third

parties of functions in accordance with Article 13 and a detailed presentation of the human and technical
resources to be used by the management company for monitoring and controlling the delegate®.

2. Where close links exist between the management company and other natural or legal persons, the
competent authorities shall grant authorisation only if those close links do not prevent the effective exercise of
their supervisory functions.

4 Regulation (EU) 2019/2033 of the European Parliament and of the Council of 27 November 2019 on the
prudential requirements of investment firms and amending Regulations (EU) No 1093/2010, (EU) No
575/2013, (EU) No 600/2014 and (EU) No 806/2014 (OJ L 314,5.12.2019, p. 1)

with resgect to this change: Artlcle 7{1)(b) is amended to growde that a UCITS manag ement company

employs at least two persons full-time or engages two persons, who are not employed by the UCITS

management company but nevertheless are committed to conduct the business of that UCITS management
company on a full-time basis and who would be resident in the Union, thus ensuring the minimum, stable
substance within the UCITS management company.

6§ The European Commission's "'detailed explanation of the specific provisions of the proposal’ states
with respect to this change: points (c) and (e) in Article 7(1) are proposed for amendment to clarify that the

management companies should have appropriate technical and human resources to be used when applying
for the authorisation. Therefore, when applying for the authorisation, the management company has to
describe in detail the human and technical resources, which it will use to carry out its functions and to

supervise the delegates.




The competent authorities shall also refuse authorisation if the laws, regulations or administrative provisions of a
third country governing one or more natural or legal persons with which the management company has close
links, or difficulties involved in their enforcement, prevent the effective exercise of their supervisory functions.

The competent authorities shall require management companies to provide them with the information they require
to monitor compliance with the conditions referred to in this paragraph on a continuous basis.

3. The competent authorities shall inform the applicant within six months of the submission of a complete
application whether or not authorisation has been granted. Reasons shall be given where an authorisation is
refused.

4, A management company may start business as soon as authorisation has been granted.

5. The competent authorities may withdraw the authorisation issued to a management company subject to
this Directive only where that company:

(@) does not make use of the authorisation within 12 months, expressly renounces the authorisation or has
ceased the activity covered by this Directive more than six months previously, unless the Member State
concerned has provided for authorisation to lapse in such cases;

(b) has obtained the authorisation by making false statements or by any other irregular means;
(© no longer fulfils the conditions under which authorisation was granted;
(d) no longer complies with Directive 2006/49/EC if its authorisation also covers the discretionary portfolio

management service referred to in Article 6(3)(a) of this Directive;

(e) has seriously or systematically infringed the provisions adopted pursuant to this Directive; or
()] falls within any of the cases where national law provides for withdrawal.
6 In order to ensure consistent harmonisation of this Article, ESMA may develop draft regulatory technical

standards to specify:

€)] the information to be provided to the competent authorities in the application for the authorisation of the
management company, including the programme of activity;

(b) the requirements applicable to the management company under paragraph 2 and the information for the
notification provided for in paragraph 3;

(© the requirements applicable to shareholders and members with qualifying holdings, as well as obstacles
which may prevent effective exercise of the supervisory functions of the competent authority, as provided
for in Article 8(1) of this Directive and in Article 10(1) and (2) of Directive 2004/39/EC, in accordance
with Article 11 of this Directive.

Power is delegated to the Commission to adopt the regulatory technical standards referred to in the first
subparagraph in accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

In order to ensure uniform conditions of application of this Article, ESMA may develop draft implementing
technical standards to determine standard forms, templates and procedures for the notification or provision of
information provided for in points (a) and (b) of the first subparagraph.

Power is conferred on the Commission to adopt the implementing technical standards referred to in the third
subparagraph in accordance with Article 15 of Regulation (EU) No 1095/2010.

Article 8
1. The competent authorities shall not grant authorisation to take up the business of management companies

until they have been informed of the identities of the shareholders or members, whether direct or indirect, natural
or legal persons, that have qualifying holdings and of the amounts of those holdings.

10



The competent authorities shall refuse authorisation if, taking into account the need to ensure the sound and
prudent management of a management company, they are not satisfied as to the suitability of the shareholders or
members referred to in the first subparagraph.

2. In the case of branches of management companies that have registered offices outside the Community
and are taking up or pursuing business, the Member States shall not apply provisions that result in treatment more
favourable than that accorded to branches of management companies that have registered offices in Member
States.

3. The competent authorities of the other Member State involved shall be consulted beforehand in relation
to the authorisation of any management company which is one of the following:

€)] a subsidiary of another management company, an investment firm, a credit institution or an insurance
undertaking authorised in another Member State;

(b) a subsidiary of the parent undertaking of another management company, an investment firm, a credit
institution or an insurance undertaking authorised in another Member State; or

(© a company controlled by the same natural or legal persons as control another management company, an
investment firm, a credit institution or an insurance undertaking authorised in another Member State.

SECTION 2
Relations with third countries
Article 9

1. Relations with third countries shall be regulated in accordance with the relevant rules laid down in Article
15 of Directive 2004/39/EC.

For the purposes of this Directive, the terms ‘investment firm' and 'investment firms' referred to in Article 15 of
Directive 2004/39/EC shall mean, respectively, 'management company' and ‘'management companies'; the term
‘providing investment services' referred to in Article 15(1) of Directive 2004/39/EC shall mean 'providing
services'.

2. Member States shall inform ESMA and the Commission of any general difficulties which UCITS
encounter in marketing their units in any third country.

The Commission shall examine such difficulties as quickly as possible in order to find an appropriate solution.
ESMA shall assist it in discharging that task.

SECTION 3
Operating conditions
Article 10

1. The competent authorities of the management company's home Member State shall require that the
management company which they have authorised complies at all times with the conditions laid down in Article
6 and Article 7(1) and (2).

The own funds of a management company shall not fall below the level specified in Article 7(1)(a). If they do,
however, the competent authorities may, where the circumstances so justify, allow such firms a limited period in
which to rectify their situations or cease their activities.

2. The prudential supervision of a management company shall be the responsibility of the competent
authorities of the management company's home Member State, whether the management company establishes a

branch or provides services in another Member State or not, without prejudice to those provisions of this Directive
which confer responsibility to the competent authorities of a management company's host Member State.

11



Article 11

1. Qualifying holdings in management companies shall be subject to the same rules as those laid down in
Articles 10, 10a and 10b of Directive 2004/39/EC.

2. For the purposes of this Directive, the terms ‘investment firm' and 'investment firms' referred to in Article
10 of Directive 2004/39/EC, mean, respectively, 'management company' and 'management companies'.

3. In order to ensure consistent harmonisation of this Directive, ESMA may develop draft regulatory
technical standards to establish an exhaustive list of information, as provided for in this Article, with reference to
Article 10b(4) of Directive 2004/39/EC, to be included by proposed acquirers in their notification, without
prejudice to Article 10a(2) of that Directive.

Power is delegated to the Commission to adopt the regulatory technical standards referred to in the first
subparagraph in accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

In order to ensure uniform conditions of application of this Article, ESMA may develop draft implementing
technical standards to establish standard forms, templates and procedures for the modalities of the consultation
process between the relevant competent authorities, as provided for in this Article, with reference to Article 10(4)
of Directive 2004/39/EC.

Power is conferred to the Commission to adopt the implementing technical standards referred to in the third
subparagraph in accordance with Article 15 of Regulation (EU) No 1095/2010.

Article 12

1. Each Member State shall draw up prudential rules which management companies authorised in that
Member State, with regard to the activity of management of UCITS authorised according to this Directive, shall
observe at all times.

In particular, the competent authorities of the management company's home Member State, having regard also to
the nature of the UCITS managed by a management company, shall require that each such company:

€)] has sound administrative and accounting procedures, control and safeguard arrangements for electronic
data processing and adequate internal control mechanisms including, in particular, rules for personal
transactions by its employees or for the holding or management of investments in financial instruments
in order to invest on its own account and ensuring, at least, that each trans- action involving the UCITS
may be reconstructed according to its origin, the parties to it, its nature, and the time and place at which
it was effected and that the assets of the UCITS managed by the management company are invested
according to the fund rules or the instruments of incorporation and the legal provisions in force;

(b) is structured and organised in such a way as to minimise the risk of UCITS' or clients' interests being
prejudiced by conflicts of interest between the company and its clients, between two of its clients,
between one of its clients and a UCITS, or between two UCITS.

2. Each management company the authorisation of which also covers the discretionary portfolio
management service referred to in Article 6(3)(a) shall:

€)] not be permitted to invest all or a part of the investor's portfolio in units of collective investment
undertakings it manages, unless it receives prior general approval from the client;

(b) be subject with regard to the services referred to in Article 6(3) to the provisions laid down in Directive
97/9/EC of the European Parliament and of the Council of 3 March 1997 on investor- compensation
schemes.

3. Without prejudice to Article 116, the Commission shall adopt, by means of delegated acts in accordance

with Article 112a, measures specifying the procedures and arrangements as referred to under point (a) of the
second subparagraph of paragraph 1 and the structures and organisational requirements to minimise conflicts of
interests as referred to under point (b) of the second subparagraph of paragraph 1.
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4. In order to ensure uniform conditions of application of this Article, ESMA may develop draft
implementing technical standards to determine the conditions of applications of the delegated acts adopted by the
Commission regarding the procedures, arrangements, structures and organisational requirements referred to in
paragraph 3.

Power is conferred on the Commission to adopt the implementing technical standards referred to in the first
subparagraph in accordance with Article 15 of Regulation (EU) No 1095/2010.

Article 13

1. Management

companies WhICh mtend to delegate to third partles feHheﬂau#peseeﬁermereefﬁememduepef—theeempame&
business—te-carrythe task of carrying out, on their behalf, one or more of theiownthe functions;-al-ef listed in

Annex |l and the services referred to in Article 6(3), shall notify the competent authorities of their home Member
State before the delegation arrangements become effective. The following precenditiensconditions shall be

cempliodoniihmet:

€)] the management company must inform the competent authorities of its home Member State in an
appropriate manner; the competent authorities of the management company's home Member State must,
without delay, transmit the information to the competent authorities of the UCITS home Member State;

(b) the mandate must not prevent the effectiveness of supervision over the management company, and, in
particular, must not prevent the management company from acting, or the UCITS from being managed,
in the best interests of its investors; and clients;

(© when the delegation concerns the investment management, the mandate must be given only to
undertakings which are authorised or registered for the purpose of asset management and subject to
prudential supervision; the delegation must be in accordance with investment-allocation criteria
periodically laid down by the management companies;

(d) where the mandate concerns the investment management and is given to a third-country undertaking,
cooperation between the supervisory authorities concerned must be ensured,;

(e) a mandate with regard to the core function of investment management must not be given to the depositary
or to any other undertaking whose interests may conflict with those of the management company or the
unit-holders;

()] measures must exist which enable the persons who conduct the business of the management company to

monitor effectively at any time the activity of the undertaking to which the mandate is given;

(0) the mandate must not prevent the persons who conduct the business of the management company from
giving further instructions to the undertaking to which functions or provision of services are delegated at
any time or from withdrawing the mandate with immediate effect when this is in the interest of investors;
and clients;

(h) having regard to the nature of the functions and provision of services to be delegated, the undertaking to
which functions or provision of services will be delegated must be qualified and capable of undertaking
the functions or performing the services in question; and

0] the UCITS' prospectuses must list the services and functions which the management company has been
allowed to delegate in accordance with this Article:’;

W|th resgect to this change: Article 13(1) clarlfles that the delegatlon arrangements apply to all the functlon

listed in Annex |1 and to the ancillary services permitted under Article 6(3). The language referring to services

and not only functions is introduced accordingly in points (b), (g), (h) and (i) of Article 13(1).
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(0 the management company must be able to justify its entire delegation structure on objective reasons®.

2. The liability of the management company or the depositary shall not be affected by delegation to third

parties of any functions or of provision of services by the management company-efany-functions-to-third-parties..
The management company shall not delegate its functions or provision of services to the extent that, in essence,

t can no longer be considered to be the manager of the UCITS and to the extent that it becomes a letter-box entity.

3. Where a management company delegates more portfolio management or risk management functions to

entities located in third countries than it retains, the competent authorities shall, on an annual basis, notify ESMA
of all such delegations (‘delegation notifications’).

The delegation natifications shall include the following:

(@ information on the UCITS and its management company concerned;

(b) information on the delegate, specifying the delegate’s domicile and whether it is a regulated entity or
not;

(©) a description of the delegated portfolio management and risk management functions;

(d) a description of the retained portfolio management and risk management functions;

(e) any other information necessary to analyse the delegation arrangements;

site inspections and the results of such activities;

(9) any details on the cooperation between the competent authority and the supervisory authority of the
delegate®.
4, ESMA shall develop draft regulatory technical standards to determine the content of the delegation

notifications and the standard forms, templates and procedures for the transmission of the delegation notifications
in a language customary to the sphere of finance. The standard forms and templates shall include information
fields covering all information referred to in paragraph 3.

Power is delegated to the Commission to adopt the regulatory technical standards referred to in the first

subparagraph in accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

5. ESMA shall provide the European Parliament, the Council and the Commission with regular reports, at
least every two years, analysing market practices regarding delegation to entities located in third countries and
compliance with Articles 7 and 131,

Wlth resgect to this change: To better ahgn the Drrectrves 2011/61/EU and 2009/65/EC legal framework
for delegation and so that the supervisory authorities can review the reasons for delegation it is proposed to

require UCITS to justify its entire delegation structure based on objective reasons, by inserting point (j) in

Article 13(1).

with res ect to this change: Artlcle 13 |s su lemented by para ra h (3) to ensure that the mlssm

information is collected and analysed at the EU level to map out delegation practices. Therefore, it is proposed

that ESMA should be notified of delegation arrangements where more risk or portfolio management is
delegated to third-country entities than is retained. Article 13(3) is inserted to ensure that ESMA receives
consistent information on the delegation arrangements. Thus, it is proposed that ESMA be empowered to
develop draft regulatory technical standards prescribing content, forms and procedures for the transmission
of delegation notifications.

Wlth resgect to this change: To facmtate mformed policy deC|S|on in thls area, it is suggested that under th
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6. The Commission shall adopt, by means of delegated acts in accordance with Article 112a, measures
specifying:

(a) the conditions for fulfilling the requirements set out in paragraph 1;

(b) the conditions under which the management company of UCITS shall be deemed to have delegated its
functions to the extent that it becomes a letter-box entity and can no longer be considered to be the

manager of the UCITS as set out in paragraph 21,

Article 14

1. Each Member State shall draw up rules of conduct which management companies authorised in that
Member State shall observe at all times. Such rules shall implement at least the principles set out in this paragraph.
Those principles shall ensure that a management company:

(@) acts honestly and fairly in conducting its business activities in the best interests of the UCITS it manages
and the integrity of the market;

(b) acts with due skill, care and diligence, in the best interests of the UCITS it manages and the integrity of
the market;
(© has and employs effectively the resources and procedures that are necessary for the proper performance

of its business activities;

(d) tries to avoid conflicts of interests and, when they cannot be avoided, ensures that the UCITS it manages
are fairly treated; and

(e) complies with all regulatory requirements applicable to the conduct of its business activities so as to
promote the best interests of its investors and the integrity of the market.

2. Without prejudice to Article 116, the Commission shall adopt, by means of delegated acts in accordance
with Article 112a, measures with a view to ensuring that the management company complies with the duties set
out in paragraph 1, in particular to:

€)] establish appropriate criteria for acting honestly and fairly and with due skill, care and diligence in the
best interests of the UCITS;

(b) specify the principles required to ensure that management companies employ effectively the resources
and procedures that are necessary for the proper performance of their business activities; and

(© define the steps that management companies might reasonably be expected to take to identify, prevent,
manage or disclose conflicts of interest as well as to establish appropriate criteria for determining the
types of conflicts of interest whose existence may damage the interests of the UCITS.

3. In order to ensure uniform conditions of application of this Article, ESMA may develop draft
implementing technical standards to determine the delegated acts adopted by the Commission regarding the
criteria, principles and steps referred to in paragraph 2.

new Article 13(5) ESMA be required to present to the EU co-legislators and the European Commission

regular reports analysing market practices on delegation and compliance with the requirements applicable to
delegation under 2009/65/EC.

1 _The European Commission's ""detailed explanation of the specific provisions of the proposal' states
with respect to this change: A new Article 13(6) empowers the Commission to adopt a delegated act
specifying further the conditions for delegation and the conditions under which the management company of
UCITS is to be deemed a letter-box entity and therefore no longer considered the manager of the UCITS thus

aligning the rules of Directives 2011/61/EU and 2009/65/EC in this area.
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Power is conferred on the Commission to adopt the implementing technical standards referred to in the first
subparagraph in accordance with Article 15 of Regulation (EU) No 1095/2010.

Article 14a

1. Member States shall require management companies to establish and apply remuneration policies
and practices that are consistent with, and promote, sound and effective risk management and that neither
encourage risk taking which is inconsistent with the risk profiles, rules or instruments of incorporation of the
UCITS that they manage nor impair compliance with the management company's duty to act in the best interest
of the UCITS.

2. The remuneration policies and practices shall include fixed and variable components of salaries and
discretionary pension benefits.

3. The remuneration policies and practices shall apply to those categories of staff, including senior
management, risk takers, control functions and any employee receiving total remuneration that falls within the
remuneration bracket of senior management and risk takers whose professional activities have a material impact
on the risk profiles of the management companies or of the UCITS that they manage.

4, In accordance with Article 16 of Regulation (EU) No 1095/2010, ESMA shall issue guidelines addressed
to competent authorities or to financial market participants concerning the persons referred to in paragraph 3 of
this Article and the application of the principles referred to in Article 14b. Those guidelines shall take into account
the principles on sound remuneration policies set out in Commission Recommendation 2009/384/EC*?, the size
of the management company and the size of the UCITS that they manage, their internal organisation, and the
nature, scope and complexity of their activities. In the process of the development of those guidelines, ESMA
shall cooperate closely with the European Supervisory Authority (European Banking Authority) (‘EBAY),
established by Regulation (EU) No 1093/2010 of the European Parliament and of the Council®, in order to ensure
consistency with requirements developed for other financial services sectors, in particular credit institutions and
investment firms.

Article 14b

1. When establishing and applying the remuneration policies referred to in Article 14a, management
companies shall comply with the following principles in a way and to the extent that is appropriate to their
size, internal organisation and the nature, scope and complexity of their activities:

€)] 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;

(b) the remuneration policy is in line with the business strategy, objectives, values and interests of the
management company and the UCITS that it manages and of the investors in such UCITS, and includes
measures to avoid conflicts of interest;

(© 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;

12 Commission Recommendation 2009/384/EC of 30 April 2009 on remuneration policies in the financial
services sector (OJ L 120, 15.5.2009, p. 22).

13 Regulation (EU) No 1093/2010 of the European Parliament and of the Council of 24 November 2010
establishing a European Supervisory Authority (European Banking Authority), amending Decision No
716/2009/EC and repealing Commission Decision 2009/78/EC (OJ L 331, 15.12.2010, p. 12).
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(d)

(€)

(f)

@)

(h)

(i)

)

(k)

(N

(m)

(n)

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;

staff engaged in control functions are compensated in accordance with the achievement of the objectives
linked to their functions, independently of the performance of the business areas that they control;

the remuneration of the senior officers in the risk management and compliance functions is overseen
directly by the remuneration committee, where such a committee exists;

where remuneration is performance-related, the total amount of remuneration is based on a combination
of the assessment as to the performance of the individual and of the business unit or UCITS concerned
and as to their risks and of the overall results of the management company when assessing individual
performance, taking into account financial and non-financial criteria;

the assessment of performance is set in a multi-year framework appropriate to the holding period
recommended to the investors of the UCITS managed by the 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;

guaranteed variable remuneration is exceptional, occurs only in the context of hiring new staff and is
limited to the first year of engagement;

fixed and variable components of total remuneration are appropriately balanced and the fixed component
represents a sufficiently high proportion of the total remuneration to allow the operation of a fully flexible
policy on variable remuneration components, including the possibility to pay no variable remuneration
component;

payments relating to the early termination of a contract reflect performance achieved over time and are
designed in a way that does not reward failure;

the measurement of performance used to calculate variable remuneration components or pools of variable
remuneration components includes a comprehensive adjustment mechanism to integrate all relevant
types of current and future risks;

subject to the legal structure of the UCITS and its fund rules or instruments of incorporation, a substantial
portion, and in any event at least 50 %, of any variable remuneration component consists of units of the
UCITS concerned, equivalent ownership interests, or share-linked instruments or equivalent non-cash
instruments with equally effective incentives as any of the instruments referred to in this point, unless
the management of UCITS accounts for less than 50 % of the total portfolio managed by the management
company, in which case the minimum of 50 % does not apply.

The instruments referred to in this point shall be subject to an appropriate retention policy designed to
align incentives with the interests of the management company and the UCITS that it manages and the
investors of such UCITS. Member States or their competent authorities may place restrictions on the
types and designs of those instruments or ban certain instruments as appropriate. This point shall apply
to both the portion of the variable remuneration component deferred in line with point (n) and the portion
of the variable remuneration component not deferred;

a substantial portion, and in any event at least 40 %, of the variable remuneration component, is deferred
over a period which is appropriate in view of the holding period recommended to the investors of the
UCITS concerned and is correctly aligned with the nature of the risks of the UCITS in question.

The period referred to in this point shall be at least three years; remuneration payable under deferral

arrangements vests no faster than on a pro-rata basis; in the case of a variable remuneration component
of a particularly high amount, at least 60 % of the amount shall be deferred,;
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(o) the variable remuneration, including the deferred portion, is paid or vests only if it is sustainable
according to the financial situation of the management company as a whole, and justified according to
the performance of the business unit, the UCITS and the individual concerned.

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;

(p) the pension policy is in line with the business strategy, objectives, values and long-term interests of the
management company and the UCITS that it manages.

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 instruments referred to in
point (m). In the case of an employee reaching retirement, discretionary pension benefits shall be paid to
the employee in the form of instruments referred to in point (m), subject to a five-year retention period;

() staff are required to undertake not to use personal hedging strategies or remuneration- and liability-
related insurance to undermine the risk alignment effects embedded in their remuneration arrangements;

(n variable remuneration is not paid through vehicles or methods that facilitate the avoidance of the
requirements laid down in this Directive.

2. In accordance with Article 35 of Regulation (EU) No 1095/2010, ESMA may request information from
competent authorities on the remuneration policies and practices referred to in Article 14a of this Directive.

ESMA shall, in close cooperation with EBA, include in its guidelines on remuneration policies provisions on how
different sectoral remuneration principles, such as those set out in Directive 2011/61/EU of the European
Parliament and of the Council*# and in Directive 2013/36/EU of the European Parliament and of the Council®s, are
to be applied where employees or other categories of personnel perform services subject to different sectoral
remuneration principles.

3. The principles set out in paragraph 1 shall apply to any benefit of any type paid by the management
company, to any amount paid directly by the UCITS itself, including performance fees, and to any transfer of
units or shares of the UCITS, made for the benefit of those categories of staff, including senior management, risk
takers, control functions and any employee receiving total remuneration that falls into the remuneration bracket
of senior management and risk takers, whose professional activities have a material impact on their risk profile or
the risk profile of the UCITS that they manage.

4, Management companies that are significant in terms of their size or of the size of the UCITS that they
manage, their internal organisation and the nature, scope and complexity of their activities shall establish a
remuneration committee. The remuneration committee shall be constituted in a way that enables it to exercise
competent and independent judgment on remuneration policies and practices and the incentives created for
managing risk.

The remuneration committee that is, where appropriate, set up in accordance with the ESMA guidelines referred
to in Article 14a(4) shall be responsible for the preparation of decisions regarding remuneration, including those
which have implications for the risk and risk management of the management company or the UCITS concerned
and which are to be taken by the management body in its supervisory function. The remuneration committee shall
be chaired by a member of the management body who does not perform any executive functions in the

14 Directive 2011/61/EU of the European Parliament and of the Council of 8 June 2011 on Alternative
Investment Fund Managers and amending Directives 2003/41/EC and 2009/65/EC and Regulations (EC) No
1060/2009 and (EU) No 1095/2010 (OJ L 174, 1.7.2011, p. 1).

15 Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on access to the activity
of credit institutions and the prudential supervision of credit institutions and investment firms, amending
Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/49/EC (OJ L 176, 27.6.2013, p. 338).
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management company concerned. 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.

If employee representation on the management body is provided for by national law, the remuneration committee
shall include one or more employee representatives. When preparing its decisions, the remuneration committee
shall take into account the long-term interest of investors and other stakeholders and the public interest.

Article 15

Management companies or, where relevant, investment companies shall take measures in accordance with Article
92 and establish appropriate procedures and arrangements to ensure that they deal properly with investor
complaints and that there are no restrictions on investors exercising their rights in the event that the management
company is authorised in a Member State other than the UCITS home Member State. Those measures shall allow
investors to file complaints in the official language or one of the official languages of their Member State.

Management companies shall also establish appropriate procedures and arrangements to make information
available at the request of the public or the competent authorities of the UCITS home Member State.

SECTION 4
Freedom of establishment and freedom to provide services
Article 16

1. Member States shall ensure that a management company, authorised by its home Member State, may
pursue within their territories the activity for which it has been authorised, either by the establishment of a branch
or under the freedom to provide services.

Where a management company so authorised proposes, without establishing a branch, only to market the units of
the UCITS it manages as provided for in Annex Il in a Member State other than the UCITS home Member State,
without proposing to pursue any other activities or services, such marketing shall be subject only to the
requirements of Chapter XI.

2. Member States shall not make the establishment of a branch or the provision of the services subject to
any authorisation requirement, to any requirement to provide endowment capital or to any other measure having
equivalent effect.
3. Subject to the conditions set out in this Article, a UCITS shall be free to designate, or to be managed by
a management company authorised in a Member State other than the UCITS home Member State in accordance
with the relevant provisions of this Directive, provided that such a management company complies with the
provisions of:
€)] Acrticle 17 or Article 18; and
(b) Acrticles 19 and 20.

Article 17
1. In addition to meeting the conditions imposed in Articles 6 and 7, a management company wishing to
establish a branch within the territory of another Member State to pursue the activities for which it has been
authorised shall notify the competent authorities of its home Member State accordingly.
2. Member States shall require every management company wishing to establish a branch within the
territory of another Member State to provide the following information and documents, when effecting the
notification provided for in paragraph 1:

@ the Member State within the territory of which the management company plans to establish a branch;

(b) a programme of operations setting out the activities and services according to Article 6(2) and (3)
envisaged and the organisational structure of the branch, which shall include a description of the risk
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management process put in place by the management company. It shall also include a description of the
procedures and arrangements taken in accordance with Article 15;

(© the address in the management company's host Member State from which documents may be obtained;
and

(d) the names of those responsible for the management of the branch.

3. Unless the competent authorities of the management company's home Member State have reason to doubt

the adequacy of the administrative structure or the financial situation of a management company, taking into
account the activities envisaged, they shall, within two months of receiving all the information referred to in
paragraph 2, communicate that information to the competent authorities of the management company's host
Member State and shall inform the management company accordingly. They shall also communicate details of
any compensation scheme intended to protect investors.

Where the competent authorities of the management company's home Member State refuse to communicate the
information referred to in paragraph 2 to the competent authorities of the management company's host Member
State, they shall give reasons for such refusal to the management company concerned within two months of
receiving all the information. The refusal or any failure to reply shall be subject to the right to apply to the courts
in the management company's home Member State.

Where a management company wishes to pursue the activity of collective portfolio management referred to in
Annex Il, the competent authorities of the management company's home Member State shall enclose with the
documentation sent to the competent authorities of the management company's host Member State an attestation
that the management company has been authorised pursuant to the provisions of this Directive, a description of
the scope of the management company's authorisation and details of any restriction on the types of UCITS that
the management company is authorised to manage.

4. A management company which pursues activities by a branch within the territory of the host Member
State shall comply with the rules drawn up by the management company's host Member State pursuant to Article
14,

5. The competent authorities of the management company's host Member State shall be responsible for
supervising compliance with paragraph 4.

6. Before the branch of a management company starts business, the competent authorities of the
management company's host Member State shall, within two months of receiving the information referred to in
paragraph 2, prepare for supervising the compliance of the management company with the rules under their
responsibility.

7. On receipt of a communication from the competent authorities of the management company's host
Member State or on the expiry of the period provided for in paragraph 6 without receipt of any communication
from those authorities, the branch may be established and start business.

8. In the event of change of any particulars communicated in accordance with paragraph 2(b), (c) or (d), a
management company shall give written notice of that change to the competent authorities of the management
company's home Member State and of the management company's host Member State at least one month before
implementing the change so that the competent authorities of the management company's home Member State
may take a decision on the change under paragraph 3 and the competent authorities of the management company's
host Member State may do so under paragraph 6.

Where, pursuant to a change as referred to in the first subparagraph, the management company would no longer
comply with this Directive, the competent authorities of the management company's home Member State shall
inform the management company within 15 working days of receipt of all the information referred to in the first
subparagraph that it is not to implement that change. In that case, the competent authorities of the management
company's home Member State shall inform the competent authorities of the management company's host
Member State accordingly.

Where a change referred to in the first subparagraph is implemented after information has been transmitted in
accordance with the second subparagraph and pursuant to that change the management company no longer
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complies with this Directive, the competent authorities of the management company's home Member State shall
take all appropriate measures in accordance with Article 98 and shall notify the competent authorities of the
management company's host Member State without undue delay of the measures taken.

9. In the event of a change in the particulars communicated in accordance with the first subparagraph of
paragraph 3, the competent authorities of the management company's home Member State shall inform the
competent authorities of the management company's host Member State accordingly.

The competent authorities of the management company's home Member State shall update the information
contained in the attestation referred to in the third subparagraph of paragraph 3 and inform the competent
authorities of the management company's host Member State whenever there is a change in the scope of the
management company's authorisation or in the details of any restriction on the types of UCITS that the
management company is authorised to manage.

10. In order to ensure consistent harmonisation of this Article ESMA may develop draft regulatory technical
standards to specify the information to be notified in accordance with paragraphs 1, 2, 3, 8 and 9.

Power is delegated to the Commission to adopt the regulatory technical standards referred to in the first
subparagraph in accordance with Articles 10 to 14 of Regulation (EU) No 1095/2010.

In order to ensure uniform conditions of application of this Article, ESMA may develop draft implementing
technical standards to establish standard forms, templates and procedures for the transmission of information in
accordance with paragraphs 3 and 9.

Power is conferred on the Commission to adopt the implementing technical standards referred to in the third
subparagraph in accordance with Article 15 of Regulation (EU) No 1095/2010.

Article 18

1. Any management company wishing to pursue the activities for which it has been authorised within the
territory of another Member State for the first time under the freedom to provide services shall communicate the
following information to the competent authorities of the management company's home Member State:

€)] the Member State within the territory of which the management company intends to operate; and

(b) a programme of operations stating the activities and services referred to in Article 6(2) and (3) envisaged
which shall include a description of the risk management process put in place by the management
company. It shall also include a description of the procedures and arrangements taken in accordance with
Article 15.

2. The competent authorities of the management company's home Member State shall, within one month
of receiving the information referred to in paragraph 1, forward it to the competent authorities of the management
company's host Member State.

The competent authorities of the management company's home Member State shall also communicate details of
any applicable compensation scheme intended to protect investors.

Where a management company wishes to pursue the activity of collective portfolio management as referred to in
Annex Il, the competent authorities of the management company's home Member State shall enclose with the
documentation sent to the competent authorities of the management company's host Member State an attestation
that the management company has been authorised pursuant to the provisions of this Directive, a description of
the scope of the management company's authorisation and details of any restriction on the types of UCITS that
the management company is authorised to manage.

Notwithstanding Articles 20 and 93, the management company may then start business in the management
company's host Member State.

3. A management company which pursues activities under the freedom to provide services shall comply
with the rules drawn up by the management company's home Member State pursuant to Article 14.
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4. Where the content of the information communicated in accordance with paragraph 1(b) is amended, the
management company shall give notice of the amendment in writing to the competent authorities of the
management company's home Member State and of the management company's host Member State before
implementing the change. The competent authorities of the management company's home Member State shall
update the information contained in the attestation referred to in paragraph 2 and inform the competent authorities
of the management company's host Member State whenever there is a change in the scope of the management
company's authorisation or in the details of any restriction on the types of UCITS that the management company
is authorised to manage.

5. In order to ensure consistent 