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	No change or minor / immaterial change

	
	Change to be reviewed, but not requiring gap assessment to be revisited with business

	
	Significant change requiring detailed review 




	ESMA Technical Advice
Section 2.11 pages 98-99
	Commission Draft Delegated Regulation
Article 27
	Summary of Key Changes in Commission Draft Delegated Regulation

	Paragraph 1
	N/A
	Not included in Delegated Regulation. First paragraph of Technical Advice was a general summary of the suggestion action.

	Paragraph 2
	Article 27(2)
	Delegated Regulation increased scope of provision – removed requirement that impact is material. Otherwise same language.

	Paragraph 3
	Article 27(1)
	Minor changes. First paragraph of Delegated Regulation introduces requirement to define extended to “implement”. Scope extended to practices as well as policies. Delegated Regulation second paragraph includes limitation on remuneration policies and practices creating a “conflict of interests”, as well as retaining limit on incentives. 

	Paragraph 4
	Article 27(3) first sentence
	Delegated Regulation changes the approval by management to being of the remuneration policy, rather than its design as in the Technical Advice. Otherwise similar.

	Paragraph 5
	Article 27(3) second sentence
	Tidy up language only – substantively all the same, but amended how the clause is laid out.

	Paragraph 6
	Article 27(4) first paragraph
	No change.

	Paragraph 7
	Article 27(4) second paragraph
	Delegated Regulation removes “appropriate” from description of balance to be maintained.
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ESMA Technical Advice (19 December 2014)
Page 98-99

1. ESMA considers that the future delegated act should include the definition of remuneration provided in the ESMA Remuneration guidelines.

Scope
2. The provisions below shall apply to all relevant persons who can have a material impact, directly or indirectly, on investment and ancillary services provided by the investment firm or on its corporate  behaviour, regardless of whether the clients are retail or professional, to the extent that the remuneration of such persons and similar incentives – including nonfinancial remuneration such as in-kind benefits and career progression – may create a conflict of interest that encourages them to act against the interests of any of the firm’s clients.

Design criteria
3. Investment firms shall define their remuneration policies under appropriate internal procedures taking into account the interests of all the clients of the firm, with a view to ensuring that clients are treated fairly and their interests are not impaired by the remuneration practices adopted by the firm in the short, medium or long term. In particular, remuneration policies and practices shall be designed in such a way so as not to create incentives that may lead relevant persons to favour their own interests or the firm’s interests to the potential detriment of any client.

Governance
4. The design of the investment firm’s remuneration policy shall be approved by the management body of the firm after taking advice from the compliance function.

5. The day-to-day implementation of the remuneration policy and the monitoring of compliance risks related to the policy shall be the responsibility of the senior management of the investment firm.

Variable remuneration
6. Remuneration and similar incentives shall not be solely or predominantly based on quantitative commercial criteria, and shall take fully into account appropriate qualitative criteria reflecting compliance with the applicable regulations, the fair treatment of clients and the quality of services provided to clients.

7. An appropriate balance between fixed and variable components of remuneration shall be maintained at all times, so that the remuneration structure does not favour the interests of
the investment firm or its relevant persons against the interests of any client.


Article 27
Remuneration policies and practices
(Articles 16, 23 and 24 of Directive 2014/65/EU)

1. Investment firms shall define and implement remuneration policies and practices under appropriate internal procedures taking into account the interests of all the clients of the firm, with a view to ensuring that clients are treated fairly and their interests are not impaired by the remuneration practices adopted by the firm in the short, medium or long term.

	Remuneration policies and practices shall be designed in such a way so as not to create a conflict of interest or incentive that may lead relevant persons to favour their own interests or the firm’s interests to the potential detriment of any client.
2. Investment firms shall ensure that their remuneration policies and practices apply to all relevant persons with an impact, directly or indirectly, on investment and ancillary services provided by the investment firm or on its corporate behaviour, regardless of the type of clients, to the extent that the remuneration of such persons and similar incentives may create a conflict of interest that encourages them to act against the interests of any of the firm’s clients.
3. The management body of the investment firm shall approve, after taking advice from the compliance function, the firm’s remuneration policy. The senior management of the investment firm shall be responsible for the day-to-day implementation of the remuneration policy and the monitoring of compliance risks related to the policy.
4. Remuneration and similar incentives shall not be solely or predominantly based on quantitative commercial criteria, and shall take fully into account appropriate qualitative criteria reflecting compliance with the applicable regulations, the fair treatment of clients and the quality of services provided to clients.

A balance between fixed and variable components of remuneration shall be maintained at all times, so that the remuneration structure does not favour the interests of the investment firm or its relevant persons against the interests of any client.
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