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1. A positive evolution in governance and substance
The October 2018 Management Company
Conference shed light on the CSSF Circular
18/698 (the “Circular”) “authorization and
organization of investment fund managers
incorporated under Luxembourg law and
WKHVSHFLȴFSURYLVLRQVRQWKHȴJKWDJDLQVW
PRQH\ODXQGHULQJDQGWHUURULVWȴQDQFLQJ
applicable to investment fund managers
and entities carrying out the activity of
registrar agent”.
The event gathered 280 participants,
during which speakers and panelists
were invited to share their views on the
CSSF Circular 18/698 and its application,
risk management, and the regulatory
landscape evolution. Through live polls,
approximately 200 audience members,
covering 70 percent of largest Luxembourg
management companies, had the
opportunity to comment on the main
challenges of the Circular and vote on
HLJKWGLHUHQWTXHVWLRQVUHJDUGLQJWKH
implementation of the CSSF Circular 18/698,
EHIRUHZULWLQJGRZQWKHLUTXHVWLRQVIRU
closer examination at a later stage.
The results of the live polls are set out
in the following pages and give a clear
indication of where market participants,
gathered from audience feedback, stand
in terms of compliance with the Circular
and organization of their risk management
function.
:KHQDVNHGWKHTXHVWLRQȊZKDWNHHSVWKH
participants awake at night”, the top three
topics that stood out were delegation &
oversight, governance & substance, and
internal controls, representing 73 percent
of overall votes. During the past years and
currently, delegation and governance are
still subject to much attention at EU level.
Historically in Luxembourg, the subjects
were the main focus of the notable CSSF
Circular 12/546. The new CSSF Circular
18/698, is prescriptive of the expectations
from management companies when it
comes to delegation & oversight, hence
RHULQJFOHDUHUJXLGDQFHRQKRZSURFHVVHV
should be adapted.

Management governance & substance
UHTXLUHPHQWVLQWHUPVRIQXPHULFDO
threshold in hours, number of mandates,
PDQDJLQJFRQȵLFWRILQWHUHVWDQGWKH
QXPEHURIIXOOWLPHHPSOR\HHVDUHRɝFLDOO\
ȊQHZȋDQGDUHFOHDUO\GHȴQHGLQWKH&66)
Circular 18/698. As these are “new” numeric
WKUHVKROGVWKDWKDYHEHHQGHȴQHGLWLVQRW
a surprise that the poll indicates this as
being a talking point.
Previously, internal controls were covered
in various circulars; internal audit was
covered in IML Circular 98/143, compliance
in CSSF Circular 04/155, and risk for UCITS
in CSSF Circular 11/512. The new CSSF
&LUFXODUFDSWXUHVWKHUHTXLUHPHQWV
of internal controls in one and the same
Circular. There are some changes in the
PLQLPXPFRQWHQWUHTXLUHPHQWVIRUWKH
various control reports, the submission
deadline date for the reports, and for risk
PDQDJHPHQWFODULȴFDWLRQVEHWZHHQWKH
risk management process and policies,
LQFOXGLQJDVSHFLȴFWHPSODWHIRUWKHULVN
management process for alternative
investment funds. To our surprise, although
the internal control functions were existing
UHTXLUHPHQWVWKHOLYHSROOUHYHDOHGWKDWWKH
internal control functions were one of the
top three topics that kept our participants
“awake” with a notable score of 17 percent.
Positively, based on the results of the live
poll the participants seem to know where
they stand regarding compliance with the
new Circular. While around 41 percent
expect to be ready within the next three
months, all participants would seem to
EHFRQȴGHQWWREHFRPSOLDQWZLWKWKH
UHTXLUHPHQWVRIWKHQHZ&LUFXODUZLWKLQ
the next six months. We also noted that we
have four percent of “best in class” which
appear to be already fully compliant with
the new Circular.
On the risk management side, it is worth
noting that a large majority (66 percent) of
risk management functions in Luxembourg
FRPSULVHOHVVWKDQWKUHHIXOOWLPH
employees (FTE), with almost 50 percent
LQWKHȊȋ)7(UDQJHSHUFHQWRIWKH
participants voted that they had an increase
in the number of full time employees during

the last twelve months or will do so within
the next twelve months. This shows the
increasing attention and importance of risk
functions within the market.
The outsourcing and delegation of risk
activities is still the preferred operating
model with 80 percent of partial
outsourcing of reporting activities to
entities within the group or to third parties,
to leverage on existing infrastructure,
talent, and risk systems. With this trend
of outsourcing, the focus will be on the
supervision and oversight of this key
function, for which standardization, service
level agreements, and potentially digital
solutions will help. It is interesting to note
that around 30 percent of outsourcing
activities are not yet formalized in a
dedicated service level agreement. Some
DFWLYLWLHVKRZHYHUVXFKDVWKHULVNSURȴOLQJ
process, are seen as a key process of the
risk management function and are high on
the agenda for 81 percent of respondents,
and additionally is not outsourced.
Through sharing these poll results, we hope
WRRHUDFOHDUDQGFRQFLVHRYHUYLHZRIWKH
current thoughts and discussions taking
place between practitioners and market
SURIHVVLRQDOV:LWKWKHGLXVLRQRIWKLV
relevant and instant knowledge sharing we
hope to lend a hand to those navigating
their way through new territories.
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2. CSSF Circular 18/698
a. What are the three main topics of the CSSF
Circular 18/698 that keep you awake at night?

*RYHUQDQFH %RDUG0HPEHUVDQGFRQGXFWLQJRɝFHUV

b. When do you expect to be compliant with all
aspects of the CSSF Circular 18/698?

We are already compliant
4%

24%

Within the next month
Delegation oversight
32%

7%
Within the next 3 months

ΖQWHUQDOFRQWUROIXQFWLRQV OLQHVRIGHIHQVH
17%

34%
Within the next 6 months

Interaction with other regulations (AML, EMIR,
00)535ΖΖ3V0Ζ)Ζ'&ORXG&RPSXWLQJ
12%
Distribution
12%
Exchange of information with the Depositary
2%
Other
1%

Note: The polls above represent the live votes of approximately 200 audience members, coming from 107 Luxembourg management
companies (62 super ManCos, 23 AIFMs, 22 UCITS ManCos), including 13 of top 20 Luxembourg management companies, 8 of top 10
Luxembourg AIFMs, and 7 of top 10 Luxembourg third party management companies, and representing collectively around 60% of
Luxembourg assets under management.
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3. Organization of the risk management function
a. How many full-time employees (FTE) are
dedicated to your risk management function
(risk & investment compliance, excluding
valuation)?

b. Have you increased or do you plan to
increase your risk management FTEs in the
past or in the next 12 months?

1
18%
2-3

No

48%
4-6

39%
20%

Yes
61%

7-12
11%
>12
3%

c. Over the next 12 months, which competencies will be your priority for your risk
management function to develop?
UCITS or liquid AIF quantitative risk modelling
9%
Investment compliance and regulatory risk
28%
PE/RE/Debt fund risk modeling & monitoring
24%
Operational risks and oversight of outsourced risk services
39%

Luxembourg management
companies are increasing their
risk management resources
and expanding their skills set
toward alternative asset classes
and oversight of outsourced risk
activities.

Note: The polls above represent the live votes of approximately 200 audience members, coming from 107 Luxembourg management
companies (62 super ManCos, 23 AIFMs, 22 UCITS ManCos), including 13 of top 20 Luxembourg management companies, 8 of top 10
Luxembourg AIFMs, and 7 of top 10 Luxembourg third party management companies, and representing collectively around 60% of
Luxembourg assets under management.
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d. Do you delegate or outsource some or all of risk
measurement / monitoring activities?

e. Have you formalized this in a service
level agreement?

No, all activities are performed internally in Luxembourg

No

20%
Yes, some activities are outsourced to an entity within the Group
43%

29%

Yes

Yes, some activities are outsourced to a third-party provider
17%

71%

Yes, some activities are outsourced to an entity within the Group
and to a third-party provider
20%

f. The CSSF has reminded in its 2017 activity report and in the CSSF Circular 18/698 the
LPSRUWDQFHRIWKHIXQGULVNSURȴOLQJSURFHVVΖVWKHUHYLHZRUFRPSOHWLRQRI\RXUIXQG
ULVNSURȴOHVRQ\RXUDJHQGDIRUWKHQH[WPRQWKV"

81% 19%

YES
NO

In line with the CSSF reminder
in its 2017 activity report on
the importance of the fund
ULVNSURȴOLQJSURFHVVWKHSROO
FRQȴUPHGWKLVNH\WRSLFLVKLJK
on the agenda of Luxembourg
management companies.

Note: The polls above represent the live votes of approximately 200 audience members, coming from 107 Luxembourg management
companies (62 super ManCos, 23 AIFMs, 22 UCITS ManCos), including 13 of top 20 Luxembourg management companies, 8 of top 10
Luxembourg AIFMs, and 7 of top 10 Luxembourg third party management companies, and representing collectively around 60% of
Luxembourg assets under management.
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4. Questions
During the conference, the participants had the possibility to submit written questions that we collected via the live poll system.
6LPLODUWRWKHOLYHSROOUHVXOWVDQGDVH[SHFWHGWKHPDMRULW\RIWKHTXHVWLRQVZHUHRQJRYHUQDQFH VXEVWDQFH<RXPD\ȴQGEHORZ
in the circular numbers an indication of the total number of questions asked grouped under various topics and a selection of some
of the questions asked.
If you have asked a written question or would like to know more on the questions that were submitted, we would invite you
to contact one of the experts below for a further conversation.

2

Risk Management

Delegation +
Oversight
Why is the function of
a transfer agent and in
particular the registrar
function not mentioned
as an activity that can
be delegated or not ?

2

1

2

Does the Circular reinforce
the view that Risk
Management functions
and Valuation functions
DUHFRQȵLFWHG":LOOWKLV
DHFWWKHPHPEHUVRIWKH
Valuation committee and
Risk committee?

AML

Brexit

ΖQWHUQDO
Control

2

Central
admin

2

Annual
report

Application
date

6
Governance
In respect of the 20 mandates limit;
Does it include mandates of SICAVs? In
particular, if the SICAV has delegated
the management to a manco?

Other/
General

2

Distribution

1

1

1

As an IFM, for each nominee
position that we have in the
fund, do we need to have a
distribution agreement ?

&DQWKHFRQGXFWLQJRɝFHULQFKDUJHRI
the internal audit function also be in
charge of the valuation function?
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Audit
Virginie Boulot
Partner – Audit & Assurance
+352 451 452 990
vboulot@deloitte.lu
Nicolas Hennebert
Partner – IM Audit Industry Leader
+352 451 454 911
nhennebert@deloitte.lu

Advisory & Consulting
Laurent Berliner
Partner – EMEA FSI Risk Advisory Leader
+352 451 452 328
lberliner@deloitte.lu
Benjamin Collette
Partner – Financial Services Industry
Leader
+352 451 452 809
bcollette@deloitte.lu
Vincent Gouverneur
Partner – Investment Management
Industry Leader
+352 451 452 451
vgouverneur@deloitte.lu
Lou Kiesch
Partner – Regulatory Consulting Leader
+352 451 452 456
lkiesch@deloitte.lu
Simon Ramos
Partner – IM Advisory & Consulting Leader
+352 451 452 702
siramos@deloitte.lu

Xavier Zaegel
Partner – Financial Risk Management
Leader
+352 451 452 748
xzaegel@deloitte.lu

Alice Lehnert
Director – Regulatory Consulting
+352 451 452 605
alehnert@deloitte.lu

Eric Collard
Partner – Risk Advisory
+352 45145 4985
ecollard@deloitte.lu

Benoit Sauvage
Senior Manager – RegWatch, Strategy
& Consulting
+352 451 45 4 220
bsauvage@deloitte.lu

Sylvain Crepin
Partner – Financial Risk Management
+352 451 454 054
screpin@deloitte.lu

Tax
Eric Centi
Partner – IM Tax Leader
+352 451 452 162
ecenti@deloitte.lu

Jean-Philippe Peters
Partner – Advisory & Consulting
+352 451 452 276
jppeters@deloitte.lu
Jérôme Sosnowski
Director – Risk Advisory
+352 451 454 353
jsosnowski@deloitte.lu
Daniel Capocci
Director – Strategy Regulatory
& Corporate Finance
+352 451 453 315
dacapocci@deloitte.lu

Nenad Ilic
Director – Cross-Border Tax
+352 451 452 046
neilic@deloitte.lu

D.Law
Sandrine Leclerq
Principal - D.Law
+352 270 477 051
saleclercq@dlaw.lu

Bastien Collette
Director – Operations Excellence
& Human Capital
+352 451 453 372
bacollette@deloitte.lu
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