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1- BACKGROUND

An investment ratio is a limit that a portfolio asset management company (AMC) is obliged not to exceed when 

managing a fund, and to correct as quickly as possible if it is nevertheless exceeded. An investment ratio, which is 

set out in the rules or contractual documentation, must be complied with at all times. It may be financial or non-

financial in nature. 

Throughout this document, the term ‘ratios’ refers to the investment and asset mix rules stipulated by provisions 

of the law, internal or contractual rules1, and by documents intended to provide information to investors, such 

as the prospectus.  

The terms ‘limits’ or ‘rules’ may also be used in this context. 

For example, the prohibition on a UCITS investing more than 35% of its assets in eligible financial securities or 

money market instruments issued by a single entity, or in deposits or derivatives entered into with that entity 

constitutes a regulatory financial ratio applicable to UCITSs under Article R. 214-21 (VII) of the Monetary and 

Financial Code. There are also non-financial ratios, which may be imposed by the rules, prospectus or a label (e.g.: 

SRI), such as the obligation to subject 100% of the fund's assets to an ESG analysis2, or the exclusion from the 

investment universe3 of at least 20% of the lowest-rated assets under the AMC's ESG criteria. 

Since 2021, AMCs have been required to report to the AMF any ‘active’ ratio overruns, i.e. as a result of manager 

action, for the funds they manage. The data communicated to the AMF in this regard contributes to its knowledge 

and monitoring of regulated market participants and products, and enables it to detect situations requiring its 

attention. Its reliability is therefore a key supervisory issue for the AMF. 

In addition, if the ratios are exceeded, compensation may be due (whether a claim is submitted or not) in the event 

of prejudice to unitholders. This dimension, which contributes to investor protection, is fully in line with the AMF's 

Impact 2027 strategic guidelines4. In this context, as recalled in the 2024 supervisory priorities5, it seemed 

appropriate to examine the way in which AMCs organise the monitoring of ratio overruns and handle claims in this 

area through a SPOT inspection campaign involving five market participants (managing assets of less than € 100 

billion).  

This SPOT campaign echoes the one published on 12 June 20236 on AMCs’ compliance with contractual non-

financial commitments (including ratios). 

This document does not represent an opinion or recommendation. The practices identified as ‘good’ or ‘poor’ 

highlight the practices observed during the inspections carried out, which are likely to encourage or discourage 

compliance with the rules on investment ratio. The regulatory reminders provided in the boxes in section 4 

correspond to findings identified during the inspections of the institutions on the panel. 

1 These are management agreements entered into (management delegation, dedicated funds). 
2 See glossary below. 
3 See glossary below.
4 https://www.amf-france.org/en/news-publications/news-releases/amf-news-releases/impact-2027-six-main-strategic-guidelines-2023-2027.  
5 https://www.amf-france.org/en/news-publications/publications/annual-reports-and-institutional-publications/amf-supervisory-

priorities-2024.  
6 https://www.amf-france.org/en/news-publications/publications/spot-inspection-campaigns/summary-spot-inspection-compliance-non-

financial-contractual-commitments-portfolio-asset-management.  

https://www.amf-france.org/fr/actualites-publications/communiques/communiques-de-lamf/impact-2027-six-grandes-orientations-strategiques-pour-2023-2027#:~:text=Impact%202027%20met%20en%20avant,une%20d%C3%A9cision%20d'investissement%20%C3%A9clair%C3%A9e
https://www.amf-france.org/fr/actualites-publications/publications/rapports-annuels-et-documents-institutionnels/priorites-de-supervision-de-lamf-pour-2024
https://www.amf-france.org/fr/actualites-publications/publications/rapports-annuels-et-documents-institutionnels/priorites-de-supervision-de-lamf-pour-2024
https://www.amf-france.org/fr/actualites-publications/publications/syntheses-des-controles-spot/synthese-des-controles-spot-relative-au-respect-des-engagements-extra-financiers-contractuels-des
https://www.amf-france.org/fr/actualites-publications/publications/syntheses-des-controles-spot/synthese-des-controles-spot-relative-au-respect-des-engagements-extra-financiers-contractuels-des
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2- GLOSSARY

Term Proposed definition 

Cash account Net cash position of the fund. 

Pre-trade control 
Control, usually automatic, designed to detect an investment ratio overrun that may be 
caused by a planned order. 

Post-trade 
control 

Automatic or manual control designed to identify ratio overruns caused by orders placed 
or by changes in the portfolio related to market movements. 

CSSF 
Commission de Surveillance du Secteur Financier: public institution under Luxembourg law 
and the supervisory authority for the Luxembourg financial sector (excluding insurance). 

Overrun 
Instance of non-compliance with an investment ratio at a given point in time. The term 
‘breach’ is also used. 

ESG An approach that meets environmental, social and governance criteria. 

ETC 
Exchange Traded Commodities: financial products that are listed on the stock market and 
that are designed specifically to provide exposure to commodities or commodity-linked 
indices. 

‘Article 8’ funds 
Disclosure regime set out in Article 8 of the SFDR Regulation and which applies to funds 
that promote environmental and/or social characteristics. 

‘Article 9’ funds 
Disclosure regime set out in Article 9 of the SFDR Regulation and which applies to funds 
whose objective is sustainable investment.  

FRA-RAC 
Annual disclosure sheet – annual internal control report: annual report due by AMCs to the 
AMF. It covers information about each AMC's organisation, assets under management, 
clients and risks. 

ISAE 3402 type II 

ISAE 3402 (International Standard on Assurance Engagements) is a standard laid down by 
the International Auditing and Assurance Standards Board (IAASB). It applies to service 
providers and aims to provide service recipients with an independent assessment of their 
internal controls. ‘Type II’ certification requires an assessment of both the design and 
operational effectiveness of the controls over a period of 6 to 12 months. 

SRI label 
State label enabling investors (in particular retail investors) to identify investment funds 
adopting a significant SRI (socially responsible investment)/ESG approach 
(https://www.lelabelisr.fr/). 

OTC 
Over-The-Counter: refers to financial transactions that take place directly between two 
parties without going through a centralised platform, such as a stock market. 

SSAE 18 

SSAE 18 (Statement on Standards for Attestation Engagements No. 18) is the American 
equivalent of ISAE 3402, published by the American Institute of Certified Public 
Accountants (AICPA). It also provides a framework for assessing service providers' internal 
control systems, particularly for firms operating on the North American market. 

OMS/PMS 
Order management system/portfolio management system: computer application for 
placing orders and portfolio management. 

Towards 
Sustainability 

Belgian label created in 2019 by Febelfin (Federation of the Belgian Financial Sector) for 
investment funds seeking to incorporate ESG criteria into their asset selection and 
management process. When awarded to a fund, the manager has obligations in terms of 
selecting eligible securities, updating data, commitments and disseminating information. 

Investment 
universe 

Grouping of assets based on common sectoral, geographical or capitalisation 
characteristics. An investment universe is associated with each investment fund and 
represents the assets in which the fund may invest. 

NAV Net asset value 

https://www.lelabelisr.fr/
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3- SCOPE

 Presentation of the sample inspected

Four of the five AMCs on the panel (AMCs 1 to 4) belong to a group. 

AMC 1 2 3 4 5 

Main activities 
Traditional 

management 
Long-term stock 

picking 
Asset allocation, 

stock picking 
Asset allocation and 

stock picking 
Traditional 

management 

Clients Mostly professional 
Professional and 

retail 

Professional and 

retail 
Mostly retail Mostly retail 

Workforce 
(% managers) 

100 < x < 200 
(18%) 

100 < x < 200 
(17.5%) 

50 < x < 60 
(10%) 

10 < x < 50 
(36%) 

10 < x < 50 
(50%) 

Assets under collective management (as at 31 December 2023) €m 

Total  20,000 < x < 50,000 20,000 < x < 50,000 x ~ 500 500 < x < 1,000 x < 500 

Number of 
funds 

100 < x < 200 50 < x < 100 10 < x < 50 10 < x < 50 x < 10 

including 
Article 8/9 

SFDR 
yes yes yes yes no 

including 

Luxembourg 

funds 

yes 

(intra-group 

delegation 

received) 

yes 

(intra-group 

delegation received) 

yes 

(direct management) 
no no 

Luxembourg funds account for a small proportion of the assets under collective management at AMCs 1, 2 and 3 

(between 0.2% and 3% as at 31 December 2023). 

In addition, the AMCs on the panel engage in management delegation (conferred or accepted) in the proportions 

set out in the table below. 

Nature of the delegation AMC 1 AMC 2 AMC 3 AMC 4 AMC 5 

Conferred  
Assets under management  

in €m 
(number of funds) 

intra-group 1,900 
(38) 

227.7 
(1) 

- - 

outside group 306.1 
(4) 

- 
16.8 
(1) 

Accepted 
Assets under management  

in €m 
(number of funds) 

intra-group 158.8 
(37) 

16,097 
(48) 

- - - 

outside group 352.2 
(5) 

243.4  
(10) 

4.2 
(18) 

 Work themes and methodology applied

The work of this campaign focused on: 

1) the organisation and governance of the processes for monitoring investment constraints and ratios, and

for handling related claims and compensation;

2) the set of procedures relating to these processes;

3) analysing the robustness of these processes;

4) the information provided to investors and regulators in connection with investment ratio monitoring;

5) the internal control framework in place for the aforementioned processes.

The inspection period was from 1 January 2021 to 31 December 2023. 

Caveat: The work carried out did not cover management mandate ratios in order to focus on those of funds. In 

this context, only collective investments (hereafter referred to as ‘funds’, UCITSs and AIFs) have been analysed.  

7 These are three Luxembourg funds. 
8 Since H2 2023, AMC 5 has been managing a sub-fund of a dedicated SICAV on behalf of a third-party French AMC. 
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 Applicable regulations

The analyses carried out were based on the following texts: 

 Delegated Regulation (EU) No. 231/2013 of 19 December 2012 (AIFM DR) as amended by Delegated

Regulation (EU) No. 2021/1255 of 21 April 2021 as regards the sustainability risks and sustainability factors to

be taken into account by Alternative Investment Fund Managers;

 the Monetary and Financial Code (MFC);

 the AMF General Regulation (AMF GR);

 the relevant AMF doctrine.

The box below lists the main sources of law on which the AMF has based its work. It distinguishes between the 

texts applicable to UCITS or AIF AMCs that fall below the AIFM Directive thresholds and that have not opted for 

full application thereof (UCITSs), and those applicable to AIF AMCs that are fully subject to the AIFM Directive 

(AIFs). The references to laws in the grey boxes at the end of each sub-section of section 4 below correspond to 

the laws used to qualify the findings in the individual inspection reports sent to the 5 AMCs on the panel. 

Regulatory framework 

Organisation and resources deployed: 

- Articles 321-23 (UCITSs) and 318-1 (AIFs) of the AMF GR, and 22 of the AIFM DR (AIFs) on the permanent use

of appropriate and sufficient resources, in particular material, financial and human resources;

- Articles 321-93 to 321-96 (UCITSs), 318-58 to 318-61 of the AMF GR (AIFs) and AMF Position-

Recommendation DOC-2012-19 (paragraph 3.2.8) on outsourcing;

- Articles 321-97 (UCITSs) and 318-62 (AIFs) of the AMF GR, 75 to 80 of the AIFM DR (AIFs) and AMF Position-

Recommendation DOC-2012-19 (paragraph 3.2.8) on the delegation of management;

- Articles 321-77 of the AMF GR (UCITSs) and 39 of the AIFM DR (AIFs) on the permanent risk management

function;

- Position-Recommendation DOC-2014-06: Guide to the organisation of risk management, compliance and

control systems within portfolio asset management companies;

- Articles 321-23 (II) (UCITSs) of the AMF GR and 57 (1) (a) of the AIFM DR (AIFs) on the establishment of

decision-making procedures and an organisational structure which specifies reporting lines and allocates

functions and responsibilities clearly and in a documented manner.

Policies and procedures: 

- Articles 321-4 of the AMF GR (UCITSs) and 316-5 of the AMF GR (AIFs) on the compliance of the set of

procedures with the programme of activity;

- Articles 321-30 of the AMF GR (UCITSs) and61 (1) of the AIFM DR (AIFs) on the establishment and maintenance

of appropriate policies, procedures and measures to detect any risk of non-compliance with professional

obligations;

- Article 321-101 (8) of the AMF GR (UCITSs), and 18 (3) and (4) of the AIFM DR (AIFs) on the establishment of

written policies and procedures on due diligence and the implementation of effective arrangements for

ensuring that investment decisions on behalf of the funds are carried out in compliance with the objectives,

the investment strategy and risk limits of these funds;

- AMF Instruction DOC-2008-03 on the authorisation procedure for asset management companies, disclosure

obligations and the passporting;

- AMF Position-Recommendation DOC-2012-19: Programmes of operations guide for asset management

companies and self-managed collective investments;
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- Articles 321-25 of the AMF GR (UCITSs) and 57 (3) of the AIFM DR (AIFs) on the ability to monitor compliance

with investment constraints and ratios in a deteriorated operational situation and to regularly test this ability.

Robustness of the process for monitoring ratios, and handling related claims and compensation: 

- Articles R. 214-21, R. 214-22, R. 214-23, R. 214-24, R. 214-25, R. 214-26 and R. 214-27 (UCITSs), and R. 214-

32-29, R. 214-32-30, R. 214-32-31, R. 214-32-32, R. 214-32-33, R. 214-32-34, R. 214-32-35, R. 214-32-36, R.

214-32-38 and R. 214-32-42 (AIFs - general-purpose investment funds) of the MFC on the investment rules

for funds;

- Articles 321-101 (6) (UCITSs) and 18 (1) of the AIFM DR (AIFs) on the high standard of diligence in the selection

and ongoing monitoring of investments;

- Article 321-101 of the AMF GR (UCITSs) and paragraph 5 of Article 18 of the AIFM DR as amended by

Delegated Regulation (EU) 2021/1255 of 21 April 2021 (AIFs), on the AMC taking into account sustainability

risks when complying with the requirements set out in paragraphs 6 to 9;

- Articles 321-75-1 (UCITSs) and 318-37-1 of the AMF GR (AIFs) on reporting on compensation and instances of

non-compliance with fund investment rules;

- Articles 321-35 of the AMF GR (UCITSs) and 60 of the AIFM DR (AIFs) on the liability of senior management;

- Articles 323-19 (UCITSs) and 323-40 (AIFs) of the AMF GR on the controls carried out by the depositary;

- Articles 321-23 (VII) of the AMF GR (UCITSs) and 57 (1) (e) of the AIFM DR (AIFM) on the maintenance of

adequate and orderly records of AMCs’ business and internal organisation;

- Articles 321-40, 321-41 of the AMF GR (UCITSs), 318-10 and 318-10-1 of the AMF GR (AIFs), and AMF

Instruction-Recommendation DOC 2012-07 on complaint handling;

- AMF Instructions DOC-2011-19 (UCITSs) and AMF DOC-2011-20 (FIVGs, FFAs, FPVGs9) on authorisation

procedures and the preparation of regulatory documentation for the funds in question;

- Articles 321-100 and 321-101 (UCITSs) and 319-3 of the AMF GR (AIFs) on the primacy of the interests of the

fund and its unitholders or shareholders, as well as respect for market integrity;

- Position-Recommendation AMF-DOC-2011-25 (guide to the monitoring of CIUs) on, in section 4, the amicable

compensation procedure for unitholders.

Information and interest of investors: 

- Articles 321-23 (VI) of the AMFGR (UCITSs) and 57 (1) (d) of the AIFM RD (AIFs) on establishing and maintaining

effective internal reporting and communication of information at all relevant levels;

- Articles 321-131 of the AMF GR (UCITSs) and 103 of the AIFM DR (AIFs)) on the content of the fund's annual

report;

- Articles L. 533-1 of the MFC, L. 214-9 of the MFC and 321-100 of the AMF GR (UCITSs), and L. 214-24-3 of the

MFC and 319-3 (1) (2) of the AMF GR (AIFs) on the obligation to act honestly, fairly and professionally and in

the interests of unitholders;

- Article L. 533-22-2-1 of the MFC on the obligation to communicate information that is clear, accurate and not

misleading;

- AMF Position-Recommendation DOC-2020-03 on the information to be provided by collective investment

schemes incorporating non-financial approaches.

Information provided to the AMF on identified ratio overruns, compensation, and incidents or events: 

- Articles 321-75-1 (UCITSs) and 318-37-1 (AIFs) of the AMF GR on quarterly reports to the AMF on

compensation and non-compliance with fund investment rules;

- Articles 321-35 (g) (UCITSs) and 318-6 (AIFs) of the AMF GR require that the AMF be informed immediately of

(i) any incidents that could lead to a loss or gain for the AMC of a gross amount that exceeds 5% of its regulatory

capital, and (ii) any event preventing the AMC from meeting the requirements of its authorisation.

9 General-purpose investment funds', agricultural financing funds and professional investment funds. 
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Internal control framework: 

- Articles 321-86 (UCITSs) and 318-51 (AIFs) of the AMF GR on the difference between internal control and first-

level control;

- Articles 321-30 of the AMF GR (UCITSs) and 61 (1) of the AIFM DR (AIFs) on the establishment and

maintenance of appropriate policies, procedures and measures to detect any risk of non-compliance;

- Articles 321-23 (IV), 321-27, 321-31 and 321-32 of the AMF GR (UCITSs), and Articles 57 (1) (c), 57 (6) and 61

(2) (3) of the AIFM DR (AIFs) on the compliance function and internal control;

- Articles 321-83 of the AMF GR (UCITSs) and 62 of the AIFM DR (AIFs) on the periodic internal control function;

- Articles 321-32 (2) and 321-36 of the AMF GR (UCITSs), and 60 (4) and 61 (3) (b) of the AIFM DR (AIFs) on

reports to management on compliance, internal audit and risk management.

In addition to the SRI label reference document of 23 July 202010 and the Revised Towards Sustainability Quality 

Standard11, the work carried out on the process for defining and monitoring compliance with non-financial ratios 

was based on the following texts:  

 Regulation (EU) No. 2019/2088 of 27 November 2019 (Sustainable Finance Disclosure Regulation or SFDR);

 Regulation (EU) No. 2020/852 of 18 June 2020 (Taxonomy);

 Article 29 of Law No. 2019-1147 of 8 November 2019 (the Energy-Climate Law, LEC) and Decree No. 2021-

663 of 27 May 2021: Articles L. 533-22-1 and D. 533-16-1 of the MFC.

With regard to the Luxembourg funds managed by the AMCs on the panel, the inspection mission also took into 

account CSSF Circular No. 24/85612, published on 29 March 202413. This amends Circular 02/77 with regard to 

investor protection, particularly in the event of non-compliance with investment rules. This exploratory 

consideration was carried out in order to verify any differences in the compensation policies implemented by the 

AMCs tested (in the event of asset ratio overruns) between French and Luxembourg funds. However, the inspection 

team did not analyse the compliance of the ratios of the Luxembourg funds managed by the AMCs on the panel 

with Luxembourg regulations. 

4- FINDINGS AND ANALYSIS

4.1 ORGANISATION AND GOVERNANCE

Investment ratios are monitored using the same human and technical resources at the five AMCs on the panel. 

The risk control function is responsible for configuring these ratios in an IT tool that is usually integrated into the 

order placement system. The pre-trade14 and post-trade15 ratio compliance checks are based on this tool. Within 

each AMC these are carried out by the risk management and control departments, and externally by the valuers 

and depositaries of the funds in question. The causes, consequences and remediation plans for any overruns16 are 

regularly reported to senior management at periodic risk committee meetings. 

While the majority of the AMCs on the panel inspected identify ratio overruns automatically, the investigation of 

overruns (and monitoring of their resolution) remains a manual activity, due to the diversity of the ratios observed 

and of the potential overrun situations. 

10  See glossary (https://www.tresor.economie.gouv.fr/Articles/2019/01/11/label-isr-mise-a-jour-du-referentiel) (only available in French). 
11  See glossary (https://towardssustainability.be/the-label/quality-standard). 
12  See Glossary. 
13  https://www.cssf.lu/en/Document/circular-cssf-24-856/  
14  See Glossary. 
15  See Glossary.
16  See Glossary. 

https://www.tresor.economie.gouv.fr/Articles/2019/01/11/label-isr-mise-a-jour-du-referentiel
https://towardssustainability.be/the-label/quality-standard
https://www.cssf.lu/fr/Document/circulaire-cssf-24-856/
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4.1.1 Human resources 

At the panel analysed, the investment constraints and ratios applicable to a fund are defined by the management 

team when the product is structured. The Chief Compliance and Internal Control Officer (RCCI) (and even the legal 

team at AMC 2) provides support for this operation, as well as the internal ESG specialists with regard to the non-

financial ratios for Article 8 or 9 SFDR funds. 

The risk control function plays a central role. This function is responsible for identifying the investment ratios 

specific to each category of fund, configuring them in the monitoring information systems, and investigating any 

overruns17 identified by these systems (as well as by the funds' depositaries and valuers). 

This function is managed by a dedicated resource at AMCs 1 and 2. This manager is supported by five full-time 

equivalents18 (FTEs) at AMCs 1 and 3, and by three FTEs at AMC 2. On the other hand, it is carried out on a part-

time basis at the other three AMCs insofar as: 

 at AMC 3: the manager is seconded by the group for 50% of their working hours. They are supported by

three FTEs;

 at AMCs 4 and 5, the function is performed by one of the members of the AMC's management team. This is

the Managing Director (MD)19 at AMC 4 (supported by 1.5 FTEs) and the Secretary General (SG) at AMC 5.

In this respect, the inspection mission has identified a risk of the non-segregation of duties at AMC 5 where the 

same person (i.e. the SG) both configures the internal systems for monitoring compliance with investment ratios 

and supervises the results of the controls carried out in this context. In addition to its larger workforce, which 

means it can implement ‘4-eye control’ of configuration, AMC 1 has introduced a division of responsibilities that 

helps to reduce the risk mentioned. Thus, at this AMC:  

 the RCCI is responsible for configuring generic ratios. This may involve, for example, a list of exclusions for

a given sector in line with the AMC's ESG policy (which will be configured in the form of a single constraint

applicable to all portfolios);

 the risk manager is responsible for configuring specific constraints and ratios (e.g. prohibiting a given fund

from investing in High Yield issuers).

Complaints (which may be made in relation to investment ratios overruns) are handled by the Investor Relations 

Department at AMCs 1 and 2, with the assistance of the RCCI. At AMCs 3, 4 and 5, the latter is directly responsible 

for examining these.  

Approving the payment of compensation when investment ratios are exceeded20 is the prerogative of senior 

management at the five AMCs on the panel. 

Finally, the system for defining and monitoring investment ratios is not outsourced at any of the five AMCs on the 

panel. 

 Training

Only AMC 2 has set up a training programme for managers on monitoring investment ratios. This programme 

deals in particular with the use of the OMS/PMS simulation functionality21 (in order to identify the impact of a 

planned order on ratio compliance). In addition, this AMC provides all new Risk Managers with ‘core business’ 

17  See Glossary. 
18  Including one person (recruited during the inspection) specifically responsible for monitoring fund constraints and ratios. 
19  Senior manager. 
20  Whether following a client claim or otherwise. 
21  See Glossary. 
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training on configuring ratios (in the information system), and in investigating any overruns based on the different 

types of alerts that may be generated. 

AMC 1 has set up a training course for client service staff on the subject of complaints (not limited to investment 

constraint and ratio breaches). This was run in 2021, 2023 and 2024. 

4.1.2 Technical resources 

At the five AMCs on the panel, investment constraints and ratios are configured in a dedicated OMS/PMS module. 

This tool was purchased externally, except at AMC 2. It is fed automatically by external non-financial data providers 

at AMCs 1 to 422. 

The mission checked that write access to the configuration function was restricted to the risk control function at 

the five AMCs on the panel. AMC 2 also provides for a half-yearly review of configuration changes over the past 

period. AMCs 1 and 3 have set up read-only access to configuration information for their management teams. 

Assistance with configuring ratios 

The external tool used by AMCs 1 and 4 offers a function for defining groups of ratios that can be applied ‘en 

bloc’23 to a particular fund. For example, all the regulatory ratios relating to UCITSs have only been configured once 

and then replicated, using this function, for all the UCITSs under management. In addition, each time a new UCITS 

is launched, it inherits all the applicable regulatory ratios through a single operation. As well as saving time, this 

feature reduces the number of operational configuration errors. 

AMC 2 has also made provision for this type of functionality as part of the development of its internal ratio 

monitoring tool, but for a more diversified range of groups24. 

For AMCs 1, 2 and 3, the ratio monitoring tool enables fund managers to simulate the impact of a planned order 

on compliance with the investment constraints and ratios of a given fund. For AMCs 4 and 5, such a simulation is 

only possible in a separate Excel file and is, moreover, not compulsory. 

Pre-trade and post-trade checks25 aimed at verifying compliance with investment ratios are carried out by the 

aforementioned OMS/PMS module mentioned at AMCs 1 to 426. However, at AMC 5, this module can only carry 

out pre-trade controls. Post-trade controls are performed using a tool developed internally by the AMC's SG. 

In addition, since July 2022, AMC 1 has set up a tool (developed in-house) to centralise the overrun alerts generated 

by the OMS/PMS control module and transmitted by the valuers for funds managed directly and those received 

under delegation to a third-party AMC. The risk managers use this single repository to investigate alerts (which 

includes manually assigning each alert as either 'active' or 'passive') and to compare them regularly with the alerts 

received from valuers27. Finally, it constitutes the golden source for regulatory reporting to the AMF on overruns. 

22  AMC 5 does not manage any Article 8 or 9 SFDR funds. 
23  Bulk data loading. 
24  In addition to the groups relating to UCITSs (which has 28 ratios such as: Precious metals or certificates representing them are not 

permitted’) and FIVGs which has 25 (such as: Counterparty Exposure for OTC Operations (Credit Institution = No): Max 5%), these groups 
cover other themes such as liquidity risk, blacklist, equity exposure, SFDR classification and sustainable investment. 

25  See Glossary. 
26  The switch to an integrated tool is a recent one (2023) for AMC 3, which until 2023 carried out its post-trade controls using an internally 

developed tool fed by depositary/valuer flows relating to daily orders. This AMC plans to retain this in 2024 to ensure the reliability of the 
post-trade controls performed by the integrated tool and, beyond that, to support the production of the quarterly regulatory reports on 
active overruns (see section 4.4.2 below). 

27  For the purposes of identifying any alerts that the internal control module may not have identified. 
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The annual cost (expressed in €k in the table below) of the IT tools used to configure and monitor investment ratios 

varies between 0.1% and 2.3% of the operating costs incurred during the 2023 financial year, by AMC on the panel. 

 

Features 
Type of tool 

(type of cost28) 
AMC 1 AMC 2 AMC 3 AMC 4 AMC 5 

Ratio configuration 
& 

Pre- and post-trade control 

External  
(licences, training, configuration assistance) 

178 - 363 30.929 81 

Internal  
(maintenance) 

- 13030 - - 331 

Centralised alert management 
Internal 
(hosting, licences, development)  

134 - - - - 

Total cost (2023) 312 130 363 30.9 84 

%/operating costs (2023) 0.2% 0.1% 2.3% 0.2% 1.8% 

 

Finally, the five AMCs on the panel record any claims received in an Excel file. This includes information on any 

compensation paid out after investigation. 

4.1.3 Governance 

The general governance structure of the investment ratio monitoring system is broadly the same at the five 

AMCs on the panel. 

 

The allocation of investment ratios to funds in the process of being set up is integrated into their structuring process 

and is managed by a ‘new products’ committee, which meets on an ad hoc basis at AMCs 1, 2, 3 and 5. These 

committees bring together, alongside senior management, the teams responsible for management, marketing, 

legal affairs, middle-office, risk and compliance (as well as group representatives at AMCs 1 and 2). The purpose of 

this committee is to ensure that, prior to any launch, all the risks associated with the planned product are duly 

approved, and subject to the appropriate procedures and controls.  

However, no such committee has been set up at AMC 4. When a new fund is launched, or when the associated 

ratios are updated, the risk control function sends a general information email to all employees. 

 

Any Identified investment ratio overruns are presented32 at the risk committee meeting33 and their resolution is 

managed within this framework. At AMCs 3, 4 and 5, this regular review is supplemented by a daily report to senior 

management by the risk control function on any overruns identified the previous day. 

In the case of AMCs 1 and 3, which have delegated the management of part of their funds to external AMCs (outside 

the group), a review of the ratios exceeded (and of the prospectus changes envisaged34) is carried out at the 

quarterly delegated management committee meeting. 

 

 

The Compliance and Internal Control Committee is responsible for handling client claims in relation to ratios 

overruns, and for any compensation to be paid. Approval of this compensation requires the signature of at least 

one member of senior management. 

 

                                                 
28  Excluding the cost of feeding financial and non-financial data to the tools mentioned. 
29  The AMC's share – calculated on the basis of assets under management – of a total amount invoiced to the group of €276.5k. 
30  The development of this tool, prior to the 2023 financial year, cost AMC 2 €400k. 
31  The internal tool in question is only used for post-trade controls (see section 4.3.3 below). 
32  These exchanges include the following information on any overruns identified: number, change, average correction time, active/passive 

breakdown, corrective measures taken, escalation procedure triggered, management team involved, recurring overruns and the reasons 
for the non-resolution of overruns lasting for several NAVs. 

33  Monthly for AMC 1, quarterly for the other four. 
34  In compliance with the ratios stipulated by the MFC. 
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Good practices 

- Separating the resources responsible for configuring investment ratios from those responsible for 

monitoring compliance with these ratios. 

- Regularly raising awareness among fund and risk managers of the need to monitor compliance with 

investment ratios and to investigate any overruns. 

- Integrating the IT module for carrying out pre-trade controls into the order placement tool, such that risk 

control and management have the same frame of reference when investigating any overruns. 

- Implementing, in the investment ratio management tool, an ‘en bloc’ configuration function that enables 

all the regulatory ratios applicable when a new fund is created to be assigned in a single operation, 

depending on the nature of the fund (e.g.: UCITS, general-purpose investment funds, etc.). 

- Integrating the monitoring of identified ratio overruns, their resolution (including the payment of any 

compensation) and related claims into existing risk and control monitoring committees. 

 

Poor practice 

- Not carrying out a periodic a posteriori review of changes to the configuration of investment ratios during 

the previous period. 

4.2 SET OF PROCEDURES 

The AMCs on the panel have incorporated the process of allocating investment ratios to funds, which is based 

on a prior mapping of these ratios, into the new product structuring process. Checking compliance with these 

ratios falls under a dedicated procedure of the risk management set of procedures at the AMCs on the panel. This 

procedure defines the key elements of the investigation of the overrun alerts received by the risk control function 

depending, in particular, on the level of severity previously assigned to the alerts.  

 

The claims handling and compensation process is covered by a dedicated procedure that lists the active overrun 

of investment ratios as a potential triggering factor. 

 

Finally, the ratio monitoring system falls under the business continuity plan (BCP) of the AMCs on the panel, with 

the exception of a few functional or technical components identified at three of them. 

4.2.1 Scope of investment ratio monitoring 

Each AMC on the panel has formalised in its set of procedures the types of investment ratios used by the funds 

under management. This formalisation forms part of the risk management policy at AMCs 1 to 4 and of a ratio 

monitoring procedure at AMC 5. The distinction between regulatory, statutory, contractual and internal ratios is 

specified in this framework, as is the financial or non-financial nature of the limit. 

More specifically, AMC 2 has separated the securities exclusion lists by fund into a dedicated procedure. 

 

The process of defining and configuring investment ratios is the subject of a formalised and operational procedure 

at AMCs 1 to 4. This document defines the severity levels that can be assigned to the ratios (to guide the 

management of any overruns), as well as the 4-eye control implemented for each configuration. There are four 

different levels, with increasing severity:  

 first level of severity35: the manager can confirm the order and send it to the trading desk36. The risk 

control function is alerted a posteriori;  

                                                 
35  This level of severity usually relates to rules internal to the risk control function, such as the maximum threshold invested in in-house funds. 
36  This desk is internal at AMC 1, internal to the group at AMC 2 and external for the other three AMCs. 
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 second level of severity37: the manager may confirm the order despite the alert, but a comment is 

required of them; 

 third level of severity: a comment from the manager is required. The transfer of the order to the trading 

desk is also subject to approval by the risk control function; 

 fourth level of severity: transfer of the order to the trading desk is blocked by the system, with no 

possibility of overriding it.  

 

This fourth threshold is used sparingly by the AMCs on the panel. AMC 1 explains this approach in its set of 

procedures in relation to the differences that may exist between the view of portfolios at manager level (provided 

by the OMS/PMS) and the accounting view. This is because portfolio positions in the OMS/PMS are instantly 

affected by the manager's orders, which is not the case in the accounting view. In addition, the cash position in the 

OMS/PMS38 is not the same as that in the inventory. Furthermore, subscriptions/redemptions are not recorded 

simultaneously in the OMS/PMS and accounting inventories. Finally, prices are not continuously refreshed in the 

OMS/PMS, rather this only happens at four points during the day. In this context, AMC 1 explained that the 

systematic use of the maximum severity rules would have led to an inflation in the number of alerts to be 

investigated by risk management, resulting in a general slowdown in order execution times. 

 

Early alert threshold 

AMC 2 has also introduced a '1a' severity level which provides the manager with advance warning that the 

portfolio will be close to the threshold of one of its ratios subsequent to the planned order. This severity level 

has been configured for 75% of the active ratios in the AMC's pre-trade control system. It applies to ratios that use 

a calculation logic leading to a comparison with a fixed threshold39.  

 

A dedicated notification is sent to management by the risk control function in the event of a repeated alert for the 

same ratio with this level of severity. During the inspection period, such notifications were sent in relation to two 

ratios: the 25% maximum threshold for holding units of the same CIU and the 50% maximum threshold of exposure 

to the US geographic zone. 

 

AMC 5, on the other hand, has not introduced a procedure for defining and configuring the applicable investment 

ratios and constraints. 

 

The process for monitoring investment ratios has been formalised in a dedicated procedure at AMCs 1 to 3. This 

describes the pre-trade and post-trade controls in place, as well as the steps involved in investigating alerts. It 

includes the rules for assigning ‘active’ or ‘passive’ status to observed overruns, the escalation process triggered 

in the event of prolonged failure to resolve an overrun and the method for estimating the financial impact with a 

view to compensation40. 

 

Focus on specific cases of overruns: overdrawn cash account 

The investment ratio monitoring policy of AMC 1 contains specific information on this type of overrun, which is 

(rightly41) considered to be in the majority. These overruns are considered proven (and active by default) from the 

6th NAV42 in breach on a fund with a daily NAV (and from the 2nd NAV on a fund with a weekly NAV). The ratio 

                                                 
37  This level of severity is assigned, for example, to the maximum level of exposure to non-euro exchange rate risk. 
38  Fixed and variable management fees are uploaded with a time lag of one to two days, and margin calls are not included. 
39  As opposed to rules using a binary logic, such as those prohibiting investment in a particular asset class (e.g. derivatives) or referring to 

exclusion lists. 
40  See section 4.3.5 below, which sets out these conditions depending on whether the fund is French or Luxembourg. 
41  See section 4.3.4 below. 
42  See Glossary. 
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corollary to the overdrawn cash account43 (i.e. portion invested > 100%) is treated in the same way, with the same 

tolerance.  

This policy also provides examples of overruns to be classified as ‘false positives’. These include, for example, 

differences between the AMC’s reference and that of the valuer44, cases where a single cash account of several is 

overdrawn45 or where the manager anticipates the maturity of a security46. 

 

However, the procedure for monitoring investment ratios was not put in place until July 2024 at AMC 4. 

Furthermore, it does not distinguish between active and passive overruns47 at AMC 5. 

 

The five AMCs on the panel have introduced a procedure for handling and managing client claims, as well as the 

associated compensation. In particular, this sets out the applicable regulatory framework, the procedures for 

handling them48 and for maintaining an audit trail of the claims processed, as well as procedures for informing 

investors and the AMF. Investors can access an abridged version of this procedure on the websites of the AMCs on 

the panel. 

 

The set of procedures of the AMCs on the panel is the same as the information provided in sections 2.E: Best 

execution/selection and order placing policy and 2.F: Control system of their respective programmes of activity, 

which are made available to the AMF over the ROSA extranet. However, AMC 3 has not updated this programme of 

activity subsequent to the introduction of its new OMS (and integrated pre-trade and post-trade control tool) in 2023.  

4.2.2 Ability to monitor ratios in a deteriorated situation 

The five AMCs on the panel have an operational BCP. This describes crisis scenarios and governance, back-up 

solutions (including the location of fallback sites), the method for the periodic testing of the BCP and a detailed list 

of internal contacts who can be mobilised in the event of a crisis. The effectiveness of this plan was tested at least 

once during the inspection period. 

 

However, the business continuity plans of AMCs 1, 2 and 5 do not provide adequate coverage of the process for 

monitoring investment ratios. The BCP of AMCs 1 and 2 fails to include a post-crisis recovery strategy for the flows 

feeding these two AMCs in the event of overrun alerts detected by the fund valuers and depositaries. In addition, 

AMC 1's BCP does not include the OMS/PMS module responsible for pre-trade and post-trade controls. Finally, 

AMC 5's BCP does not define a backup for the risk controller, even though they are the only member of staff expert 

in the post-trade ratio compliance control tool. 

 

Regulatory reminders  

Compliance of the set of procedures with the programme of activity: 

- Article 321-4 of the AMF GR (UCITSs): “For any amendments to the information provided in the asset 

management company's authorisation file pursuant to Article 321 2, a prior declaration, notification or 

application for authorisation, as appropriate, is made to the AMF. [...] when the asset management 

                                                 
43  See Glossary. 
44  In relation to, for example, fund classification or the rating of interest rate instruments. 
45  AMC 2 reported cases of alerts issued by its pre-trade control system relating to a potential overdraft identified on a single currency 

account, whereas the constraint in question relates to all the fund's currency accounts, and the consolidated balance of these accounts is 
in credit. However, this type of unit alert has been retained in the tool at the request of the Middle Office for transactions in Vietnamese 
dõng (VND) which require cash to be available in VND prior to the transaction. 

46  Excess cash caused by the redemption of a security that has reached maturity is an active overrun. In order to remain in keeping with 
settlement/delivery dates, the manager must plan in advance and invest a few days before the security is redeemed. However, from an 
accounting point of view, the interim inventories will show a concentration ratio overrun because of the two positions, one which has been 
bought (but not yet delivered) and one which will soon mature (but for which repayment has yet to be received). 

47  See the table of grounds enabling a distinction to be drawn between the two types of overrun in section 4.3.3 below. 
48  10 days to acknowledge receipt of the claim and a maximum of two months (from the date the claim is sent) to respond. 
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company submits an application for authorisation prior to making a material change to the information in 

its authorisation file, the AMF has one month to notify the company of its rejection or of any restrictions 

placed on its application. [...] The changes are implemented at the end of the one-month assessment period, 

extended as appropriate.” (and Article 316-5 of the AMF GR (AIFs)). 

Set of procedures for monitoring investment ratios:  

- Article 321-30 of the AMF GR (UCITSs): "Asset management companies shall establish and maintain 

appropriate operational policies, procedures and measures to detect any risk of non-compliance with the 

professional obligations referred to in II of Article L.  621-15 of the Monetary and Financial Code and the 

subsequent risks and to attenuate those risks. For the purposes of the preceding paragraph, asset 

management companies shall take into account the nature, scale, complexity and range of the businesses 

that they engage in.” (and Article 61 (1) of the AIFM DR (AIFs)); 

- Article 321-101 (8) of the AMF GR (UCITSs): The AMC shall “establish written policies and procedures on 

due diligence and implement effective arrangements for ensuring that investment decisions on behalf of the 

UCITS are carried out in compliance with the objectives, investment strategy and risk limits of these UCITS" 

(and Article 18 (3) and (4) of the AIFM DR (AIFs)). 

Ability to monitor compliance with investment constraints and ratios in a deteriorated operational situation and 

to regularly test this ability:  

- Article 321-25 of the AMF GR (UCITSs): “Asset management companies shall establish and maintain 

effective business continuity plans aimed to ensure, in the case of an interruption to their systems and 

procedures, the preservation of essential data and functions, and the maintenance of their UCITS 

management activity, or, where that is not possible, the timely recovery of such data and functions and the 

timely resumption of their activities.” (and Article 57 (3) of the AIFM DR (AIFs)). 

 

Good practices 

- Including clear rules in the set of procedures for monitoring ratios that enable the due investigation - with 

a view to escalation if necessary - of recurring overruns and the identification of false positives. 

- Defining, for the ratios that so require, a specific level of severity enabling managers to be alerted in 

advance when they are approaching the set threshold. 

Poor practice 

- Failing to formalise the rules for distinguishing between active and passive overruns in the set of procedures 

for monitoring investment ratios. 

4.3 OPERATIONAL PROCESS FOR MONITORING INVESTMENT RATIOS 

This process appears to be well established at most of the AMCs on the panel. The tightly woven net established 

by the pre-trade and post-trade controls led to the identification, over the inspection period, of a significant 

number of overruns (between 20 and 800 per year for a volume of transactions varying between 100 and 10,000 

per year depending on the AMC on the panel). This is nevertheless consistent with the management strategy of 

the AMCs on the panel, and the associated investigatory work seems feasible with the human and technical 

resources described in section 4.1 above.  

 

The automation of pre-trade checks means that the volume of active overruns is four times lower than that of 

passive overruns. This has an automatic impact on the compensation paid in connection with these overruns, 

which, although it may amount to several tens of thousands of euros, remains minor as it relates to only 4% (on 

average) of the active overruns observed at the AMCs on the panel. 

 

However, there is still room for improvement in terms of maintaining a robust audit trail of the overruns analysed 

in relation to the manual stages of the investigation process. This applies in particular to the due justification of 
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reclassifications of overruns (passive to active) and escalation to management (in the event of prolonged inaction 

by the manager following the detection of a breach). 

4.3.1 Investment ratio mapping 

The five AMCs on the panel used Excel to map the investment ratios applied to the funds they manage. This 

mapping49 provides at least, for each ratio, the internal identification code, the description, the type (e.g. 

regulatory/statutory/contractual/internal, financial/non-financial), the origin (e.g. prospectus, responsible 

investment charter, management agreement), the limit not to be exceeded and the degree of severity of the 

associated overrun alert50. 

 

The level of complexity of the identification code varies between the companies on the panel, with AMC 3 standing 

out for its use of a complex but explicit five-field naming system, as described in the table below. 

 
identification code 

type fund regulatory source Description/threshold 

REG(lementary) AIF MFC R214-32-29-I 
Maximum 10% counterparty risk with a single eligible credit 
institution 

 

However, only AMC 1's mapping is fully operational. The maps of AMCs 2 and 4 have inconsistency issues. For 

example, at AMC 2, the constraint: Equity short selling is forbidden is not mentioned as ‘regulatory’ in all the tabs 

of the funds to which it applies51. As regards AMC 4’s map, several statutory ratios are indicated with different 

codes, even though they point to the same description. For example, the ratios: "OPCAUT", "OPCAUT2" and 

"OPCAUT3" have the same description: Prohibition on investing in unauthorised CIUs. 

 

In addition, the maps of AMCs 2 and 3 provide only a brief description of the non-financial ratios in force for Article 

8/9 SFDR funds (simply specifying ‘SFDR classification’), without establishing any formal link, in the case of AMC 2, 

with the mapping of non-financial ratios set out elsewhere52.  

 

Finally, with regard to AMC 5's mapping, this does not make the link between the ratios set out and the three funds 

under management. 

 

Specific mapping of non-financial ratios 

Such a mapping has been formalised by AMCs 1 and 253 in addition to the general exercise presented above. At 

AMC 1, this mapping has two components. The first brings together the 123 ratios used and derived from AMF 

doctrine 2020-03, the SRI and Greenfin labels, and the SFDR and Taxonomy regulations. The second contains 42 

indicators divided into the E, S and G pillars54 – defined internally by the AMC – and applied to all directly invested 

assets under management, and accompanied by a warning threshold. They are used by AMC 1 to monitor the 

portfolios' exposure to sustainability risks on a half-yearly basis in order to protect the AMC from potential 

sustainability risks that could impact the value of its investments. 

 

The ratio volumes formalised in the general maps analysed are presented below. 

                                                 
49  Which can be extracted directly from the OMS/PMS for AMCs 1 and 4. 
50  See section 4.2.1 above. 
51  The map of AMC 2 (and of AMC 4) is broken down into tabs (one for each fund managed). 
52  See below. 
53  For AMCs 3 and 4, the non-financial ratios are included in the general mapping. AMC 5 does not manage any Article 8/9 SFDR funds. 
54  For example, under Pillar E, one of the indicators defined (for respect for biodiversity) is: Estimated % of operations in business segments 

with high potential disturbances to land and marine areas > 90%. Under Pillar S, the mission identifies: Unadjusted gender pay gap > 30% 
and under Pillar G: Board gender diversity < 10%. 
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AMC 1 2 3 4 5 

Number of investment ratios listed 1,312 N/I55 110 212 77 

regulatory 29356 53 63 142 49 

statutory 1,019 N/I 44 70 28 

internal - N/I 3 - - 

& of ratios proposed natively by the publisher in the pre-trade control 
system57 

22% N/A58 54%59 20% 64% 

4.3.2 Defining and configuring investment ratios 

A project to create or modify investment ratios60 is initiated by the management teams. It is based on the maps 

presented in the previous section. 

 

Each of these projects is formalised by the risk control function in the form of a dedicated Excel file that remains 

accessible to the fund managers at all times, but does not constitute the golden source of investment ratios (which 

remains the prospectus). 

Any changes to existing constraints and ratios must be approved in advance by the RCCI. 

 

Exchanges between management, the risk control function and the RCCI as part of such a project are formalised 

by email and kept in a dedicated audit trail. This takes the form of an Excel file, except for at AMC 3, where it is 

integrated into the OMS/PMS. 

 

The risk control team allocates investment ratios to new and existing funds. This operation is subject to a four-eye 

control61, carried out within this team, except for at AMC 5. 

 

Each change in the configuration of the investment ratios for the funds under management is recorded in the form 

of an automatic audit trail in the pre-trade control tools of the asset management companies on the panel. In 

addition, AMCs 1, 2 and 4 have introduced a periodic consistency review of all the ratios configured62. 

4.3.3 Compliance with investment ratios: first-level control system 

 Pre-trade control system 

This system is described in the table below for the AMCs on the panel. 

 

                                                 
55  Not identifiable (the mapping provided is broken down by fund with no direct calculation key). 
56  Of which 145 are managed by the compliance function and 148 by the risk management function. 
57  This is an estimate for each AMC (the publisher provides no guarantee that the ratios proposed are exhaustive, or that they comply with 

the latest regulatory developments). The other ratios had to be developed separately.  
58  Not applicable (internal development) 
59  The OMS of AMC 3 also natively includes a block if one of the following three constraints is breached: insufficient liquidity available to 

place an order, absence in the portfolio of the instrument that is the object of a sell order and change of a portfolio line from long to 
short if the order is executed. 

60  The process described in this section also applies to updates to the restricted list. 
61  This means that the configuration operation and the verification of this configuration are not carried out by the same person. 
62  This review is carried out every two years by AMC 1, every six months by AMC 2 and every time the prospectus is updated by AMC 4. 
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Order Purpose of the control Owner Frequency Nature of the control 

1 
Simulation of the potential impact of a 
planned order on portfolio composition and 
compliance with investment ratios 

Manager For each planned order 

Semi-automatic63 
(AMCs 1, 2, 3 and 4) 

 
Manual64 
(AMC 5) 

2 

Verification of compliance with ratios Risk control 

For each order 
sent to the trading desk 

Automatic65  
(AMCs 1, 2, 3, 4 and 5) 

3 
For each order 
sent by the trading desk to the 
brokers for execution66 

Automatic  
(AMCs 1 and 2 only) 

 

AMC 3 had not implemented any pre-trade control on compliance with investment ratios prior to the 

implementation of an OMS/PMS incorporating this functionality in the summer of 2023. Before this date, only 

post-trade controls were carried out, using files extracted from depositary tools, on orders placed. 

 

 Post-trade control system 

This system is described in the table below for the AMCs on the panel. 

 

Order purpose Owner Frequency 
Nature of the control 
(automatic/manual) 

4 
Verification of whether investment 
ratios have been exceeded on the 
basis of portfolios valued at the 
closing price 

Risk control Daily 

Semi-automatic67 
(AMCs 1, 2 and 4) 

Manual 
(AMC 368) 

5 Managers Daily 
Manual69 

(AMCs 4 and 5 only) 

6 
Verification of whether investment 
ratios have been exceeded on the 
basis of the accounting inventory 

Valuer(s) At each NAV 
Automatic 

(AMCs 1 to 5) 

7 
Verification of whether investment 
ratios have been exceeded on the 
basis of the fund inventory 

Depositary/ies Variable 
Manual  

(AMCs 1 to 5) 

 

The obligations of the depositaries and valuers in terms of monitoring ratios are formalised in an agreement. In 

the case of the AMCs on the panel that work with several valuers, the scope of the investment ratios checked on 

behalf of the AMCs by these valuers on the basis of accounting data varies. At AMC 1, the majority of external 

valuers cover both regulatory and statutory ratios, while two other valuers only cover regulatory ratios. This 

difference is linked to the services offered for monitoring ratios. For the first group of valuers, the negotiated 

service encompasses the two types of ratios mentioned. For the second group, it separates them, such that the 

monitoring of statutory ratios requires an additional paid service. AMC 1 has not subscribed to this additional 

service due to the small number of funds involved (3% of the total). 

 

                                                 
63  This means that the control is launched by the manager via an ad hoc OMS function. 
64  The simulation is run via an Excel file. 
65  The check is carried out automatically by the pre-trade control system. 
66  This second pre-trade control (implemented at the level of the trading desk) is designed to cover the risk of a change in market conditions 

between the time the manager places the order and the time the desk receives it for processing (execution lag) with a potential impact on 
concentration or cash ratios. AMC 2 justifies this approach by the frequent use of large collated orders that the table is unable to process 
in a single day. 

67  The post-trade control system generates a daily report of potential overruns to be analysed by the risk control function. 
68  This check is carried out using files from the tools of the French and Luxembourg fund depositaries based on daily orders. In 2025, AMC 3 

plans to introduce the automatic generation of an overrun report from its OMS/PMS. 
69  Every morning, the managers extract the portfolio situations from the OMS/PMS portfolios and enter these into an Excel file. This calculates 

the financial investment ratios that have experienced overruns or are close to the thresholds. At AMC 4, the risk control function emails a 
weekly report on non-financial investment ratios to fund managers. 
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The results of the post-trade checks carried out by the valuers are either stored on a server or sent as an email 

attachment.  

 

Unlike valuers, depositaries do not issue alerts the first time a limit is exceeded. The alert is sent to the relevant 

AMC after a variable number of NAVs have contained the overrun (depending on the AMC and the depositary70). 

For this reason, the AMCs on the panel consider the controls carried out by depositaries on compliance with 

investment ratios to be second-level. Moreover, the format of these alerts (non-standardised emails) does not 

currently lend itself to automatic processing. 

 

Alerts that ratios have been exceeded are sent independently by the valuers on the one hand and the depositaries 

on the other, in different formats and by different people, including at the AMCs on the panel where the same 

company performs both functions. 

 

Overruns only identified post-trade 

These overruns tended to involve ratios with an authorised holding percentage.  

Three main causes have been identified by AMC 1, apart from configuration errors. Firstly, a difference in market 

prices between the time the manager places their order (at which time no overruns are observed) and the time 

the transaction is executed. Secondly, the upload to the OMS of the amounts corresponding to the management 

fee provisions (fixed and variable) of the funds one day later than to the accounting inventory71. Thirdly72 and 

finally, the difference in the visibility of orders for the manager and the valuer73. 

AMC 2 identifies a fourth case of the violation of the cash level or authorised equity exposure as a result of orders 

being placed simultaneously (buy and sell), either on several markets with different settlement/delivery cycles, or 

for securities with different levels of liquidity, resulting in some orders being partially executed while others are 

executed in full74. 

 

 Investigation of the overrun alerts issued 

Any overrun alert detected by the pre-trade and post-trade control system is investigated by the risk control 

function. There are three stages to this process: 

i. identifying the reason for the alert and confirming that it is genuine, 

ii. classifying the overrun as active or passive, 

iii. notifying the manager for remediation. 

 

If the investigation phase of an alert issued by a valuer or depositary results in confirmation that it has not been 

substantiated (this is referred to as a ‘false positive’), the risk control function then emails the issuer concerned 

informing them of this conclusion. This function also checks whether the cause of the overrun is linked to the 

incorrect configuration of a ratio in the control system, or to a problem with the quality of the data used by the 

application. 

 

                                                 
70  For example, the depositaries of the daily NAV funds managed by AMCs 1 and 2 issue an alert if the ratio applicable to one of these funds 

is exceeded after 4 NAVs. 
71  This triggers a time lag in the fund's assets under management used when calculating the ratios (which are calculated on the basis of these 

assets under management). 
72  This third case was encountered in the fund of funds business. 
73  In the OMS, the management team records the impact of its orders on the portfolios as soon as they are placed, whereas the valuer only 

includes them in the inventory once the trade advice has been received, i.e. once the execution NAV is known. 
74  For example, when a position in a large-cap is reduced – or increased – in favour of a small-cap. 
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A list of formalised criteria is used to determine whether an overrun is active or passive 75. These criteria include 

the characteristics of the transactions76 that led to the overrun, movements in liabilities, cash77 or the market, and 

changes in the characteristics of a security78 or fees79. Once this analysis has been carried out, the active or passive 

nature of the overrun is allocated based on the following standard table. 

 
Grounds for classifying an overrun as active Grounds for classifying an overrun as passive 

 Voluntary management action 

 Repayment of a security not renewed on time (causing 
an excess cash balance) 

 Receipt of prohibited securities following a fund 
mutation (takeover or merger)80 

 Market movements 

 Subscription/redemption movements 

 Compulsory OST 

 Modification of the investment universe 

 Changes in provisions 

 

The way in which a proven overrun is dealt with depends on the associated severity level81. The order that triggered 

it may be blocked either permanently (no justification possible) or temporarily, until it is formally justified by the 

manager and validated by the risk control function, before being passed on to the trading desk.  

 

In the event of disagreement between management and the risk control function as to whether an overrun has 

been proven, the risk control function has the final decision. Its independence in this respect is ensured by the fact 

that it reports directly to a member of senior management at the five AMCs on the panel, and by its level of logical 

access to the pre-trade control system (the technical unblocking of an order that is the object of a blocking alert 

cannot take place without its action).  

 

Example of an error committed during the investigation of an alert 

The mission did not identify any instances of disagreement between risk management and risk control, nor any 

flagrant errors on the part of the latter in investigating the alerts issued during the period under examination on 

the panel analysed.  

 

Nevertheless, it underscores the possibility of internal errors during the investigation process, as was the case in 

July 2023 for AMC 2 in relation to the overrun (to 18.89%) of the authorised cash threshold (10%) of an equity AIF 

of a North American company managed under delegation. Stemming from a misinterpretation by the manager of 

a request from the delegating organisation82, the order generating the excess cash was blocked by AMC 2's pre-

trade control system, but unblocked by the risk control function on the basis of a written justification from the 

manager stating a (legitimate) instruction from the delegating organisation. This was in the context of a known 

ongoing withdrawal operation, corroborated by email.  

 

The incident was finally identified by the middle office as part of its ongoing monitoring of fund cash levels. It 

was recorded in AMC 2’s operational incident database83. However, the AMC did not make any changes to its ratio 

                                                 
75  Articles 321-75-1 (UCITSs) and 318-37-1 (AIFs) of the AMF GR (introduced by the decision of 29 March 2021) provide a definition of active 

overruns (for which they dictate quarterly reporting to the AMF). These are cases of non-compliance with investment and asset mix rules 
triggered by a voluntary management action and “not resulting from the maturity of a financial instrument held” by the fund. 

76  Buy or sell, amount, date placed and settlement-delivery date. 
77  Example: maturity of a bond, dividends, coupons. 
78  Change in ESG rating, corporate action. 
79  Provisions for fixed or variable management costs. 
80  In the event of an operational error by the risk control team, which is required, prior to the mutation, to validate the eligibility of the 

absorbed company's securities in the absorbing company. 
81  See section 4.2.1 above. 
82  At the end of the delegation mandate, and during the second phase of the withdrawal process, the delegating organisation asked the 

manager of AMC 2 (delegate) to release €46m of liquidity from the fund to buy units in an ETF. As a result of a misinterpretation on the 
part of the manager, the latter placed twice the amount of cash required by the client on the market, which caused the ratio to be exceeded.  

83  The favourable performance of the markets, during and following the operations described, led the delegating organisation to request the 
use of the €46m in surplus liquidity for a new investment in the ETF already invested (which was only planned in a third tranche in the 
overall withdrawal operation). The incident therefore did not cause any prejudice to the fund. 
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control system, as it considered that the automatic alerts had worked (before and after transmission to the table), 

the cause of the incident being linked to a human error occurring in the specific context of the end of a 

management delegation. 

 

The risk control function ensures that the corrective measures required to resolve the overrun are implemented 

promptly by management in the interests of the investors. For the five AMCs on the panel, the rule is that 

management undertakes the required remediation from the first NAV following the one that led to the overrun 

being identified.  

 

Should management fail to react after receiving a remediation request from risk control, an escalation process is 

triggered at AMCs 1 to 4. The aim is to follow up by email with the manager concerned, copying in their 

management in the first instance, and then the AMC’s senior management in the second instance84. By way of 

example, the mechanism for triggering the escalation process by level is set out in the following table for AMC 1. 

 
level Persons informed85 Daily NAV Weekly NAV Bi-monthly NAV 

Type of overrun active passive active passive active passive 

0 Manager/backup 1 NAV 

1 
Head of the Management Unit  

and the RCCI 
2 NAVs 3 NAVs 2 NAVs 2 NAVs 

2 Director of management 4 NAVs 5 NAVs 3 NAVs 3 NAVs 

3 General management 6 NAVs 7 NAVs 4 NAVs 4 NAVs 

 

AMC 5 has not set up such a process, as its senior managers are informed of any overruns as soon as they are 

identified. On the other hand, the five AMCs on the panel provide for the automatic reclassification of a passive 

overrun as an active overrun after five working days without remediation. The AMCs on the panel also provide 

for an operational incident  to be recorded internally in the ad hoc internal database  for any active overrun 

following an operational malfunction86, or having required a level-2 or -3 escalation (depending on the AMC), or 

having caused a loss for the AMC87. 

 

 Delegated management 

In the case of a delegation conferred on another organisation (which involves AMCs 1, 2 and 3), the delegate is 

informed by the delegating organisation of the investment ratios to be complied with in the context of 

management via the fund prospectus, which is attached to the delegation agreement.  

It assumes responsible for monitoring compliance with these ratios and for informing the delegating organisation 

if they are exceeded, except in the case of the delegation by AMC 2 of the management of an open-ended UCITS 

(Article 8 SFDR) to an Asian entity in its group. In the latter case, the delegating AMC (2) continues to monitor 

compliance with investment ratios, as well as to manage any claims or compensation paid to investors. 

 

The delegation agreement also specifies the procedures and format for informing the delegating organisation in 

the event of an overrun, with regard to the characteristics of the overrun and the state of resolution88. This 

communication takes the form of either periodic reporting (monthly or quarterly) or an ad hoc email. The 

agreements consulted for the panel limit the triggering of this second information protocol to active overruns.  
 

                                                 
84  The final stage of the escalation process is triggered after six days without a response from the manager at AMC 1, five days at AMCs 2 and 

3, and three days at AMC 4. 
85  The risk control team informing the corresponding persons at escalation level N includes a new notification being sent to the corresponding 

persons at level N-1. 
86  For example: error in or failure to configure the ratio in the pre-trade control tool, system malfunction (problem loading data relating to 

prohibited securities). 
87  See section 4.3.5 below. 
88  For the purposes of their inclusion in the regulatory reporting of active overruns to the AMF (which is the responsibility of the lead AMC). 
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Escalation process in the event of delegated management 

The agreement signed by AMC 3 with the external French AMC to which it has delegated the financial management 

of a SICAV pocket provides for a two-level escalation process. The first stage consists of a formal notice followed 

by an order to the delegate in the absence of a response after two NAVs. If there has been no response after the 

third NAV, the next level provides for AMC 3 to be authorised to transmit the necessary orders directly to the 

depositary instead of to the delegate. 

 

In the case of a delegation accepted from another organisation (which involves AMCs 1, 2 and 5), the system for 

monitoring the ratios of a fund under delegated management and for informing the delegate if they are exceeded 

is identical to that described in the previous paragraph. The delegation agreement sets out the conditions. 

 

The only specificity observed on the panel concerns the delegation accepted from within its group by AMC 2. This 

covers four funds (representing around €800m in assets under management) managed by delegation from one of 

the group's Asian entities, and around forty other funds (representing several billion in assets under management), 

including one under Luxembourg law, managed by delegation from one of the group's European entities. 

Compliance with the ratios for the first four funds is monitored directly by AMC 2's risk control function. For the 

other 44 funds, however, monitoring is carried out by the delegating organisation's risk control function. The latter, 

however, reports to the group Risk Manager, who is an employee of AMC 2.  

4.3.4 Ratio overruns identified 

As mentioned above, potential or proven overruns (also called breaches) of investment ratios can be identified:  

 from the first NAV showing an overrun: by the AMC (direct or delegated manager of the fund in question), 

then (a posteriori) by the external valuers of its funds; 

 after several NAVs with an overrun: by the depositaries. 

 

 Ratio overruns identified by the AMCs on the panel and the valuers of their funds 

The AMCs on the panel use a dedicated Excel file to record any overruns of investment ratios detected internally 

or by the valuers. For each alert, this file mentions the description of the ratio affected by the overrun, the nature 

of the ratio (regulatory, statutory, internal - for AMCs 3, 4 and 5 only89), the fund affected, the date of the NAV for 

which the overrun was noted, the extent of the overrun (i.e. the difference between the limit expressed in the 

description of the ratio and the value observed), the date on which the overrun was resolved (after corrective 

action by the manager) and the time taken to resolve it (calculated as the difference between the aforementioned 

date on which the overrun was detected and the date on which it was resolved). 

 

This file enables statistical monitoring of any overruns detected (for the purposes of the ongoing quality control 

of the overall system), except for at AMC 4. The latter favours incremental monitoring of the status of each overrun 

(rather than monitoring by alert), such that a single overrun may appear several times if it has lasted several days.  

 

The table below is based on the files submitted and compares the overruns identified by the AMCs and valuers90 

over the period under review with the level of activity of the AMCs on the panel in terms of transactions. 

 

                                                 
89  This information is missing from the file submitted by AMC 5. It has only been included in the report submitted by AMC 1 since July 2022 

(the date on which the centralised alert repository referred to in section 4.1.2 above was introduced). 
90  Without double counting. 
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AMC AMC 1 AMC 2 AMC 3 AMC 4 AMC 5 

Number of overruns identified 
2,368 65 130 

Not 
calculable 

84 

% Active 20% 14% 34% 
Not 

calculable 
18% 

% Passive 80% 86% 64% 
Not 

calculable 
82% 

Number of transactions carried out by the AMC in the context of 
collective investment management between 2021 and 2023 

30,906 357 12,411 11,652 2,083 

Average portfolio turnover rate91 42% 24%92 68.3% 121% 133% 

 

The two types of ratios that were exceeded the most during the period under review were:  

 those relating to the management of the fund’s cash account (e.g. prohibition on negative balances on 

this account). Overruns of this ratio represent 55% of the total volume of overruns recorded for AMC 2, 

41% for AMC 3 and 11% for AMC 1; 

 those relating to the threshold for investment in a given type of product93 (e.g. minimum threshold of 

30% direct or indirect holding in bonds). Overruns of this type of ratio represent 40% of the total volume 

of overruns recorded for AMC 2, 11% for AMC 5 and 9% for AMC 1. 

 

 Ratio overruns identified by the depositaries 

AMCs 2, 3, 4 and 5 keep a consolidated list of overruns identified by the depositaries of the funds managed. This 

list takes the form of an Excel file including the fund concerned, the description of the ratio presenting an anomaly, 

the reason for the overrun and the resolution method. However, the file kept by AMC 4 does not contain (like the 

one described in the section above) a unique identification key for each entry, which prevents the number of 

overruns reported from being accurately recorded. 

 

However, AMC 1 has not implemented the centralised keeping of the overrun alerts issued by the depositaries of 

the funds it manages. These alerts are dealt with on a case-by-case basis by email94. The AMC therefore drew up a 

list of the alerts issued during the period under review on an ad hoc basis in order to respond to the inspection 

mission's request on this subject. The file received enabled the latter to ascertain that the depositaries concerned 

did not keep a record of the reason for the ratio being exceeded, the resolution method, the nature (financial or 

non-financial) or the type (active/passive) of the ratio exceeded. 

 

The AMCs on the panel reconcile the overrun alerts issued internally and received from the valuers with the 

alerts received from the depositaries. On receipt of an alert (by email), the person responsible for the risk control 

function analyses it and responds to the depositary:  

 if the overrun has already been identified and dealt with, the response email contains details of the 

corrective action taken, 

 If not, the analysis is expanded to confirm whether an overrun has actually taken place or not. In the event 

of a proven overrun, the managers will be asked to correct this through the usual channels. The depositary 

is informed of this. 

 

                                                 
91  Rate calculated annually for each fund managed over a full year – excluding feeder funds – using the formula: ((purchases+sales)-

(subscriptions+redemptions))/average net assets). 
92  The management strategy of AMC 2 leads it to hold securities in the portfolio for as long as their growth potential appears attractive and 

their valuation is attractive from the point of view of the management team. This translates into a decreasing average portfolio turnover 
rate over the period under review (32% in 2021 compared with 22% in 2022 and 19% in 2023). 

93  E.g. equities, bonds, CIUs, structured products. 
94  The lack of standardisation in the format of these exchanges also prevents them from being included in the centralised repository used by 

this AMC (see section 4.1.2 above). 
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AMCs 2 and 5 are monitoring this comparison on a formal and consolidated basis. On the other hand, this 

monitoring is not formalised by AMCs 1 (for the reasons explained above), 3 and 4. However, the five AMCs 

empirically assert two main reasons for the differences:  

 either a human error during the configuration of the pre-trade control tool. One such case, observed by 

AMC 2 in relation to the equity exposure ratio of a UCITS, led to the recording of an operational incident; 

 or a difference of interpretation regarding the content of a ratio or its calculation (e.g. in connection with 

the use of different securities repositories by the AMC and its depositary). 

 

Overrun detected only by the depositary 

As part of the SPOT campaign, the team identified one single case of an overrun that had not been detected either 

by the AMC's control system (pre-trade and post-trade) (AMC 2 in this case) or by the valuer of the fund in question. 

This was a case of a CHF overdraft (prohibited) recorded in September 2021 by the depositary on an equity AIF 

managed by AMC under delegation from a Swiss AMC. This passive overrun was due to the fact that the depositary 

(the parent company of the aforementioned Swiss AMC and responsible for foreign exchange) had not anticipated 

the need to cover the deduction of foreign currency fees. It was resolved by carrying out the latter transaction 

three days after it appeared.  

 

AMC 1 has set up a protocol for communicating proven ratio overruns to its main intra-group depositary (on a 

daily basis), its main non-group depositary (on an ad hoc basis) and the funds' statutory auditors (CAC) (on a 

quarterly basis). 

4.3.5 Management of ratio overrun claims and compensation 

 Claim handling 

Claims received from the clients of the AMCs on the panel are acknowledged within 10 days of receipt. Each claim 

is investigated by the relevant internal departments under the supervision of the RCCI. The latter acknowledges 

receipt of the client's claims as soon as they becomes aware of it. 

 

A response – approved by a member of senior management – must be sent within two months of receipt of the 

claim. The exchanges with the person who lodged the claim are kept. Finally, a consolidated presentation of the 

claims received and the responses provided is made to a committee dedicated to compliance and internal control 

issues, at quarterly to half-yearly intervals.  

 

AMC 4 does not market the funds it manages. These are distributed (mainly in the form of life insurance policies) 

by other group entities. Client claims are received and handled by the Group. 

 

The number of client claims received by the AMCs on the panel during the period under review was zero for AMCs 

1, 4 and 5, and insignificant for AMCs 2 (two claims) and 3 (five claims). None of these claims involved an investment 

ratio being exceeded. This is because unitholders do not possess95 information on the existence of the overruns 

observed or their possible impact (with the exception of dedicated funds or material overruns that have been the 

subject of an observation or reservation in the reports of the fund's statutory auditors96). Hence the need for AMCs 

to have a robust internal process for monitoring investment ratio overruns in order to meet their regulatory 

obligation to act in the interests of investors. Position-Recommendation AMF-DOC-2011-25 also states that AMCs 

“may opt for compensation solutions, short of a tort action in court”. 

 

                                                 
95  There is no legal obligation to do so. 
96  This case was not observed by the inspection missions for the panel of funds analysed during the period under review. 
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 Calculation of compensation 

The process for compensating investors in the event of an active overrun (whether or not there is an associated 

claim) is specified in the set of procedures of the AMCs on the panel, except for AMC 5. This set of procedures 

provides for compensation in the event of an active overrun, the financial impact of which corresponds to a loss 

in excess of one or more defined materiality thresholds. In such cases, an analysis is carried out jointly by the risk 

control function and the RCCI to determine the potential financial impact. This analysis includes a calculation to 

determine the gains or losses caused by the overrun until its resolution.  

 

The methodology for calculating the impact of the overrun is explained in the set of procedures, depending on the 

case. By way of example, the procedure of AMC 1 states that if the overrun is generated, and then corrected, by 

sales/purchases of securities, the financial impact is equal to the sum of the capital gains and losses of the 

underlying assets over the period of the overrun. On the other hand, if the overrun is caused by a cash account 

balance that is too high (following a sale of securities, for example), the financial impact is equal to the interest 

charged by the depositary on the on-demand cash, calculated over the period of the overrun.  
 

If the financial impact of the active overrun is positive, it benefits the fund concerned. If it is negative, and exceeds 

the thresholds defined in the set of procedures, it may trigger the compensation process. For AMCs 1 and 3, these 

rules differ depending on whether the fund is registered in France or Luxembourg. However, they are identical for 

AMC 297. 

 
AMC 1 2 3 4 5 

Rule for triggering compensation for investors in the event of active overruns 

for French funds 

In the event of the 
prejudice calculated 
exceeding the 
following materiality 
thresholds98:  
 
0.25% for money 
market CIUs,  
 
0.5% for bond and 
diversified CIUs, 
 
1% for equity and 
alternative CIUs  
 
(as a percentage of the 
fund's net assets) 

Upon the first euro of 
loss calculated 

In the event of the 
calculated loss 
exceeding the 
materiality threshold 
of: 
 
0.04% of the fund's 
net assets  
 
and  
 
in excess of €10k 

In the event of the 
calculated loss 
exceeding the 
materiality threshold 
of: 
 
0.15% of the fund's 
net assets  
 
(unless the MD 
decides otherwise) 

Not specified in 
the set of 
procedures 

for Luxembourg 
funds 

Upon the first euro of loss calculated99 N/A100 

 

In this context, the inspection mission noted the inappropriateness of the rule used by AMC 1 as the basis for 

triggering compensation to investors in the event of an active investment ratio overrun. In fact, the materiality 

thresholds used for French funds are identical to those used for NAV calculation errors. However, unlike active 

ratio overruns, these are usually temporary and have no financial impact in the absence of 

subscriptions/redemptions. 

 

                                                 
97  AMC 2 has indicated that it is currently considering defining compensation thresholds (in euros or as a percentage of the NAV) that take 

into account material subscriptions/redemptions and the cost of compensation transactions. 
98  These thresholds are identical to those used to trigger a NAV recalculation. 
99  The Luxembourg funds of AMCs 1 and 2 are managed by delegation (accepted from within their groups). The rules and conditions for 

compensation (and for informing investors and the regulator) are set out in the delegation agreements.  
100  AMCs 4 and 5 do not manage Luxembourg funds. 
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In operational terms, this calculation of financial impact is performed by the risk control function101. The RCCI 

checks the results and approves the payment of compensation. This process is formalised and kept in a format 

equivalent to that used for handling claims. 

 

Inappropriateness of compensation 

The set of procedures provides that a financial loss generated by an active overrun might not be reimbursed to the 

fund if the operational cost of compensation renders such a transaction unattractive. This is the case when the 

amount of compensation is less than the costs borne by the fund, the bank charges associated with the transfer or 

linked to the foreign exchange operations required to convert the amount into the portfolio currency. In this case, 

the set of procedures specifies that the client would be informed and the decision reported in the operational 

incidents database. No cases of this type were identified during the period under review at any of the AMCs on the 

panel. 

 

Finally, this set of procedures stipulates, if compensation is triggered, that the RCCI must inform the depositary 

and the statutory auditor of the fund in question, as well as the AMF102. The investors in the French funds affected 

are informed in consultation with the AMF, by means of an individual letter to the investors who have suffered 

prejudice, followed by a mention in the fund's periodic report.  

 

 Delegated management 

In the case of a delegation conferred on another organisation (which involves AMCs1, 2 and 3) or accepted from 

another organisation (which involve AMCs 1, 2 and 5), the agreements specify the process for handling any claims 

received from investors. If compensation is required following a proven active overrun, it is paid by the delegate 

after approval of the amount by the lead AMC. 

 

 Compensation paid 

During the inspection period, two of the five AMCs on the panel paid compensation to investors in the French 

funds under management in connection with active ratio overruns. These were AMC 2 (which paid the fund around 

€800 in compensation for breaching the prohibition on short selling on an equity AIF) and AMC 4 (which made 10 

compensation payments ranging from €10 to €48k103). 

 

During the same period, two other of these five AMCs paid compensation to investors in Luxembourg funds under 

management in relation to ratio overruns. These were AMC 1 (which paid out four instances of compensation of 

between €0.28k and €3.5k for four active breaches of the maximum investment ratio in CIUs for a diversified UCITS 

accepted under an intra-group delegation) and AMC 3 (which paid out four instances of compensation of between 

€350 and €500 for two passive breaches104 of the prohibition on negative cash balances for a directly managed fund). 

4.3.6 Tests carried out on the process for investigating ratio overruns 

On the basis of a randomly selected sample of 15 to 20 investment ratio overruns identified during the period 

under review (by the AMC or the depositaries), the inspection team sought to verify the robustness and speed of 

the investigation process, compliance with the escalation procedure and the provision of adequate information to 

the managers responsible for the overruns identified and analysed. 

                                                 
101  An exception has been identified for AMC 3, where the calculation of the amount of compensation is performed by the depositary for 

Luxembourg funds, then approved by the risk control function before payment. 
102  See section 4.4.2 below. 
103  For an average of €4.5k. The overruns observed were due to the absence or incorrect configuration of pre-trade controls (in 9 out of 10 

cases, for example the prohibition on investing in ETCs) and, in the remaining cases, to an error by the manager in entering the settlement 
date for purchases of short-term bond UCITSs, which resulted in a bank overdraft of one day. 

104  Which became active on expiry of the procedural deadline (see section 4.3.3 above). 
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Only for AMC 5 did the test return results that were fully satisfactory. 

 

As regards the evidence relating to the identification of the overruns tested by the control systems (pre-trade 

and/or post-trade), this was not retained by AMCs 3 and 4 for the entire sample tested. This information was 

incomplete at AMC 1 (for two out of 20 overruns) and AMC 2 (for one out of 20 overruns). 

 

The information provided to senior management as regards the overruns was non-existent for AMCs 3 and 4, and 

incomplete for AMCs 1 and 2. In the case of AMC 1, the inspection team found that for three out of 20 overruns 

(two of which were active), the duration of the overrun had been omitted from the reports forwarded105. For AMC 

2, two out of 20 active overruns had been omitted, including the one – cited in the section above – which gave rise 

to compensation.  

 

Finally, the escalation process was not initiated either by AMC 3 for the 13 cases of overruns (out of 18) lasting 

three days or more, or by AMC 4 for the 9 overruns (out of 15) lasting two days or more, in contradiction with the 

respective sets of procedures of these two AMCs106.  

These two AMCs justified this observation by the time required by the management teams to carry out the 

corrective operations. However, they did not provide any retrospective evidence of the immediate commitment 

to remediation made by management after having been informed of the overruns in question. 

 

Regulatory reminders 

Formalisation of the process for allocating investment ratios when a new fund is created:  

- Article 321-23 (VII) of the AMF GR (UCITSs): The AMC “shall maintain adequate and orderly records of their 

business and internal organisation.” (and Article 57 (1) (e) of the AIFM DR (AIFs)); 

- Article 321-101 (8) of the AMF GR (UCITSs): ibid. (and Article 18 (3) and (4) of the AIFM DR). 

Mapping of financial and non-financial investment ratios:  

- Article 321-30 of the AMF GR (UCITSs): ibid (and Article 61 (1) of the AIFM DR (AIFs)); 

- Article 321-101 (8) of the AMF GR (UCITSs): ibid. (and Article 18 (3) and (4) of the AIFM DR); 

- Article 321-101 of the AMF GR (UCITSs): “[...] The asset management company shall take sustainability 

risks into account when complying with the requirements set out in paragraphs 6 to 9107 [...]” (and paragraph 

5 of Article 18 of the AIFM DR, as amended by Delegated Regulation (EU) 2021/1255 of 21 April 2021 

(AIFs). 

Identification of ratio overruns and their appropriate108 and formalised investigation:  

- Article 321-23 (IV) of the AMF GR (UCITSs): The AMC “shall establish and maintain effective and adequate 

internal control mechanisms designed to secure compliance with decisions and procedures at all levels of 

the asset management company." (and Article 57 (1) (c) of the AIFM DR (AIFs)); 

- Article 321-101 (6) of the AMF GR (UCITSs): The AMC "ensures a high level of diligence in the selection and 

ongoing monitoring of investments, in the best interests of UCITS and the integrity of the market" (and 

Article 18 (1) of the AIFM DR); 

- Article 321-101 (8) of the AMF GR (UCITSs): ibid. (and Article 18 (3) and (4) of the AIFM DR); 

- Article 321-23 (VII) of the AMF GR (UCITSs): ibid. (and 57 (1) (e) of the AIFM DR (AIFs)). 

                                                 
105  In contrast, the reports produced by AMC 5 contain the following fields for each overrun tested: name of the portfolio affected by the 

overrun, ratio exceeded, associated threshold, last value recorded, start date, end date, number of days of overrun, type of overrun 
(active/passive). 

106  Which require the activation of the first level of the escalation process (email from risk control to the head of the management unit in 
question) in the absence of corrective action by the manager after the expressed deadlines have been exceeded. 

107  Relating to the selection and ongoing monitoring of investments, adequate knowledge and understanding of the assets in which the UCITS 
are invested, the establishment of written policies and procedures relating to the due diligence carried out prior to investment decisions 
and the implementation of the risk management policy. 

108  Including the escalation and reclassification (passive/active) mechanisms described above. 
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Provision of adequate information to managers and lead AMCs (in the event of delegated management) 

regarding ratio overruns identified and addressed:  

- Article 321-23 (VI) of the AMF GR (UCITSs): The AMC “shall establish and maintain effective internal 

reporting and communication of information at all relevant levels.” (and Article 57 (1) (d) of the AIFM DR 

(AIFs)); 

- Article 321-35 (d) and (e) of the AMF GR (UCITSs): “The asset management company shall ensure that its 

senior management: [...] d) ensures and verifies on a periodic basis that the general investment policy, the 

investment strategies and the risk limits of each managed UCITS are properly and effectively implemented 

and complied with, even if the risk management function is performed by third parties; e) approves and 

reviews on a periodic basis the adequacy of the internal procedures for undertaking investment decisions 

for each UCITS, so as to ensure that such decisions are consistent with the approved investment strategies” 

(and Article 60 (2) (e) and (f) of the AIFM DR (AIFs)); 

- Article 321-36 of the AMF GR (UCITSs): "Asset management companies shall ensure that senior 

management receives frequent compliance, risk control and periodic control reports at least once a year 

specifying if the appropriate measures have been taken in the event of deficiencies. The AMC shall also 

ensure that its supervisory body, if such a body exists, receives periodic written reports on the same topics. 

These reports give information about the implementation of investment strategies and internal procedures 

for approving the investment decisions referred to in items b to e of Article 321-35." (and Article 60 (4), (5) 

and (6) of the AIFM DR (AIFs)); 

- Article L. 533-22-2-1 of the MFC: “Asset management companies shall act honestly, fairly and professionally 

[...]”. 

Reconciliation of the overrun alerts issued internally against those received from the depositary:  

- Article 321-23 (VII) of the AMF GR (UCITSs): ibid. (and Article 57 (1) (e) of the AIFM DR (AIFs)); 

- Article 321-30 of the AMF GR (UCITSs): ibid (and Article 61 (1) of the AIFM DR (AIFs)). 

 

Good practices 

Defining and configuring investment ratios 

- Setting up an automated audit trail in the pre-trade and post-trade control tool to monitor ratio creation or 

modification. 

- Carrying out a periodic review of the consistency of all the ratios configured for the funds under 

management. 

First-level control mechanism for compliance with investment ratios 

- Doubling up the automatic pre-trade check before the order is sent to the trading desk with a second check 

before the desk transfers it to the brokers. 

- Providing managers with the technical possibility to carry out manual checks to identify investment ratios 

that are likely to be exceeded in the near future. 

- Implementing a protocol for communicating internally identified ratio overruns to the main depositaries 

and the statutory auditors of the funds concerned. 

- Doubling up the pre-trade and post-trade control of compliance with cash ratios with the continuous 

supervision of fund cash levels by the middle office.  

Delegated management 

- Including in the delegation agreement an escalation process that could lead to the delegating AMC taking 

direct control of management should the delegate fails to react several NAVs after the identification of an 

overrun. 

Ratio control system operated by depositaries 

- Maintaining formal consolidated monitoring of the overrun alerts issued by depositaries in a format 

equivalent to that used for monitoring internal alerts. 
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- Carrying out regular formal reconciliations of the overrun alerts issued by the internal control system and 

valuers with those issued by depositaries. 

Compensation for active ratio overruns 

- Defining an internal policy for impact quantification and compensation in the event of active overruns, 

particularly for funds domiciled in France, treating investors fairly and equitably and complying with the 

regulations of the countries in which the funds are domiciled. 

 

Poor practices 

Defining and configuring investment ratios 

- In the dedicated internal mapping, not ensuring that the type and description of the investment ratios are 

comprehensible and consistent for all the funds to which they apply. 

- Not using 4-eye checks when creating or modifying ratios in pre-trade and post-trade control tools. 

Monitoring of overrun alerts identified by the AMC or its valuers 

- Failing to indicate in the monitoring file the nature (regulatory, statutory or internal) of the overrun and its 

unique identification key. 

Compensation for active ratio overruns 

- Basing the triggering of compensation to investors, if an investment ratio is actively exceeded, on the 

materiality thresholds used for NAV calculation errors. 

4.4 INFORMATION AND REPORTS ON INVESTMENT RATIO OVERRUNS 

The investment ratios are set out in an intelligible manner in the regulatory documentation of the funds tested in 

the previous section. However, none of the overruns identified gave rise to a claim by investors, as the 

compensation was paid out without any prior claim. This is mainly due to the fact that investors do not have access 

to the details of the portfolios and ratio overruns.  

 

The reports submitted to the AMF on the monitoring of ratios and any breaches observed is not free of anomalies, 

as has already been noted in previous SPOT campaigns on data quality, in terms of the completeness and 

consistency of the information reported. In this context, the AMF plans, over time, to publish a data quality check 

(DQC) grid on the ROSA extranet covering, in particular, quarterly reporting on ratio overruns and compensation 

payments. Reporting entities will be encouraged to apply these DQCs before submitting their reports to the AMF. 

At the same time, automated checks to verify the consistency of the data will be incorporated into the computer 

forms used to submit these reports. 

4.4.1 Information provided to investors and the lead AMC in the event of delegation 

 Ex ante Information on the investment ratios applicable to the funds managed 

This is formalised in the prospectuses of the latter. Its creation, or update, is reviewed by management and internal 

ESG experts109 under the supervision of the RCCI110 and risk control. Final approval is given by general management 

before dissemination.  

 

In the case of dedicated funds or funds whose management is delegated, the management agreements may 

contain additional ratios (known as ‘contractual’ ratios) to those set out in the prospectuses. For example, the 

prospectus for one of the dedicated funds managed by AMC 2 states: "At all times, at least 60% of the AIF is invested 

in and/or exposed to international equities (particularly on North American markets [...])”. On the other hand, the 

management agreement specifies the maximum threshold for holding US equities, i.e. 50%. 

                                                 
109  For AMCs 1 to 4 that manage Article 8/9 SFDR funds. 
110  At AMC 4, they may be assisted in this task by external experts that form part of the teams of the depositary/valuer of its funds, or from a 

specialist external firm. 
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The prospectuses of the funds whose ratios were tested by the inspection team (see section 4.3.6 above) indicate 

that the rapid resolution of any identified breaches of these ratios is a priority objective for the AMC. 

 

 Ex-post information in the event of active ratios overruns with a financial impact 

This is formalised in an individual letter to the investors who have suffered prejudice, as well as in the fund's 

periodic report.  

 

This communication is handled directly by the AMCs on the panel, with the exception of AMC 4. It is the parent 

company of the latter, the sole distributor of the funds managed, which compensates clients in the event of active 

overruns justifying this111 and that initiates the associated communication. 

 

The specific communication procedures for dedicated funds or funds whose management is delegated are set out 

in the management agreement. Usually, these only deal with active overruns, including those that have led to 

compensation.  

 

An analysis of the marketing materials provided for the funds tested did not identify any presentation of 

investment ratios that contradicted that found in the regulatory documentation. For example, in the case of AMC 

1, compliance with the statutory ratio for one of the equity UCITSs tested, which implies a small/midcap weighting 

in the inventory of between 20% and 60% of net assets, can be seen in the commercial reports provided for this 

fund, which include a section dedicated to the breakdown of investments in the inventory by capitalisation size. 

 

 Information shortcomings identified by the inspection team during the test112 

With regard to ex-ante information, the inspection team noted that the procedures for detecting and investigating 

breaches of financial and non-financial ratios, as well as the conditions for compensating and informing investors, 

were described in a terse fashion in the regulatory documentation for the AMC 3 and 4 funds tested. 

 

With regard to ex-post information, the inspection team also found that AMCs 2 and 5 had failed to inform their 

lead AMC (respectively) of the six overruns observed113 on two114 funds accepted under delegation from another 

organisation.  

 

Finally, with regard to the information provided to investors, the inspection team found that this was missing for 

three of the 21 overruns tested for AMC 2 (in the annual reports of two of the 11 funds in question) and for all the 

overruns tested for directly managed funds at AMC 5. 

4.4.3 Reporting to the supervisory authorities 

 Declarations to the AMF 

Ratios overruns are reported to the AMF in two ways: dedicated quarterly reports115 (introduced in Q3 2021) and 

annual FRA-RAC reports116. 

 

                                                 
111  i.e. having led to an impact greater than the materiality threshold defined in the procedure (see section 4.3.5 above). The compensation 

paid in this context is based on the calculation made by the AMC. 
112  See section 4.3.6 above. 
113  Three overruns occurred at AMC 2 and three at AMC 5. 
114  One per AMC. 
115  These reports include a list of the active ratio overruns recorded during the quarter (name, type, threshold, level, rectification time, reason). 
116  See Glossary. 



31 
 

The quarterly active overrun declarations117 are prepared by the risk control function, reviewed by the RCCI 

(particularly with regard to the exhaustive nature of the overruns to be reported and the impact calculations), then 

validated by general management before transmission to the AMF over the ROSA extranet. These declarations 

include, for each active overrun listed, the description of the ratio in question, the threshold exceeded (e.g.: 10%), 

the level of the overrun (e.g.: 12% > 10%), the reason for the overrun, the time taken to rectify it and any 

compensation paid118. 

 

A comparison between the number of active overruns reported to the AMF via these declarations and those 

identified internally by the AMCs on the panel119 reveals significant differences only for AMC 1 in Q1 2022 and Q3 

2023, quarters for which the reporting to the AMF is understated by seven overruns. However, this type of 

difference is not material for AMCs 2, 3 and 5120. 

 

FRA-RACs provide information on the number of ratios overruns identified during the previous financial year121, 

the control system122 in place to ensure compliance with investment ratios, and any material anomalies identified 

by the latter. 

 

A comparison between the number of active overruns reported to the AMF via the FRA-RACs and the quarterly 

reports does not reveal any discrepancies for AMCs 2, 3 and 5. However, for AMC no. 4, the number of overruns 

declared in the 2022 FRA-RAC is underestimated as compared to the number declared in the four quarterly reports 

for the financial year (15 compared to 19). The same applies to AMC 1 in terms of the percentage of active overruns 

reported in the 2022 FRA-RAC (14.3% compared with 20.6% in the quarterly declarations).  

 

 Declarations to the CSSF 

In the case of Luxembourg funds, declarations of active ratio overruns leading to a negative impact on the funds 

must be communicated to the CSSF123 – by the lead AMF in the case of delegated management – as soon as the 

overrun has been noted, in accordance with Circular 24/856 published on 28 March 2024 on the protection of 

investors in the event of non-compliance with investment rules. The inspection team noted the materiality of this 

information when testing the process for investigating the active overruns described in section 4.3.6 above. 

 

For AMC 3124, each declaration is prepared by the fund's depositary/valuer for review by management, risk control 

and the RCCI. Once validated, the declaration is communicated to the CSSF by the depositary/valuer. 

 

                                                 
117  D+30 after the end of the quarter. 
118  As a reminder, this information must be provided immediately in the event of an impact exceeding 5% of the AMC's own funds (cf. Articles 

318-6 and 321-35 (g) of the AMF GR). 
119  Via the means identified in section 4.3.4 above. 
120  The fact that the overruns identified internally were not recorded in the incremental list provided by AMC 4 meant that a comparison could 

not be made with the quarterly declarations made by AMC 4 (see section 4.3.4 above). 
121  Total number and percentage of active overruns. 
122  First-level (pre-trade and post-trade control), permanent and periodic control. 
123  See Glossary. 
124  The only AMC on the panel to manage a Luxembourg fund directly. 
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Regulatory reminders 

Information provided to investors about the ratio overruns observed:  

- Article L. 533-22-2-1 of the MFC: "[...] All information, including promotional marketing materials, sent by 

an asset management company to investors must be accurate, clear and not misleading. [...] "; 

- Article D. 533-16-1 (III) (4°) of the MFC: “III - The information relating to the environmental, social and 

governance quality criteria mentioned in Article L. 533-22-1 (II) are as follows: [...] 4° Information on the 

strategy for engagement with issuers or asset management companies and its implementation: a) Scope of 

the firms covered by the engagement strategy; b) Presentation of the voting policy; c) Assessment of the 

engagement strategy implemented, which may in particular include the proportion of firms with which the 

entity has initiated a dialogue, the issues covered and the actions taken to monitor this strategy; d) Report 

on the voting policy, in particular with regard to the tabling of and voting at general meetings on resolutions 

on environmental, social and governance quality issues; e) Decisions taken with regard to investment 

strategy, in particular with regard to sectoral disengagement. If the entity publishes a specific report on its 

shareholder engagement policy, this information may be incorporated therein with reference to this Article; 

- Article 321-131 of the AMF GR (UCITSs): “Asset management companies must provide unit holders or 

shareholders with all necessary information about the management of the UCITS. Annual reports of UCITS 

must contain, where relevant, information about the financial instruments in the portfolio that have been 

issued by the asset management company or entities from its group.  The annual reports must also mention, 

where relevant, collective investment schemes and third country investment funds managed by the asset 

management company or entities from its group.” (and Article 103 of the AIFM DR (AIFs)); 

- Position No. 4 of AMF Position-Recommendation DOC 2020-03: "In order to assess the significantly 

engaging nature of the approach in the regulatory documentation, at least the following information should 

be presented in the prospectus: the minimum measurable objectives adopted in accordance with Position 

No. 2; the portfolio's minimum rate of non-financial analysis. Moreover, a presentation of the investment 

universe based on which non-financial analysis is performed, if it is not produced in the KIID, and when the 

AMC uses such a metric to assess the significance of the approach employed, should in any case be produced 

in the prospectus in order to report on the effective reduction in the initial universe or the significant 

improvement in the portfolio's non-financial rating relative to said universe. [...] "; 

- Recommendation 2 (from AMF Position-Recommendation DOC 2020-03) applicable to collective 

investments that make the consideration of non-financial characteristics in management a key aspect of 

communication: “The AMF recommends that the regulatory documents for collective investments that 

make the consideration of non-financial criteria a key aspect of their communication should present: (i) an 

investment objective describing the non-financial aspect of their management; (ii) the type(s) of approach 

practised (best-in-class, best-in-universe, etc.); (iii) information on the selection and management methods 

used.”; 

- Recommendation 3 (from AMF Position-Recommendation DOC 2020-03) applicable to collective 

investments that make the consideration of non-financial characteristics in management a key aspect of 

communication: “In the KIID or KID, the AMF recommends that a description of the non-financial strategy 

be given by presenting: - the type of approach or approaches used [...]. It is also recommended to define the 

significance of these various strategies to ensure that the document can be easily understood, and indicate 

whether or not the approach can lead to the selection of certain sectors; - a summary of the process of 

consideration of non-financial characteristics (e.g. filters, ratings, etc.) and its sequencing relative to the 

financial strategy; - a few examples of some of the most significant non-financial criteria analysed [...]”. 

Provision of accurate and consistent information to the AMF on the investment ratio overruns observed and on 

the compensation (or lack thereof) paid to funds:  

- Article 321-23 (VI) of the AMF GR (UCITSs): ibid. (and Article 57 (1) (d) of the AIFM DR); 

- Article 321-75-1 (2°) du AMF GR (UCITSs): “Pursuant to Article L. 621-8-4 of the Monetary and Financial 

Code, asset management companies shall provide the AMF, at the latest one calendar month after the end 
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of each quarter of the calendar year: [...] (2) Information relating to the non-compliance by the asset 

management company with investment and asset structure rules laid down by legal and regulatory 

provisions and the investor disclosure documents for the UCITS that it manages, including by delegation, 

with the exception of cases of non-compliance with these rules occurring beyond the control of the asset 

management company and not resulting from the maturity of a financial instrument held by the UCITS. This 

article shall not apply to asset management companies that manage a UCITS by delegation when asset 

management the investment management company or the said UCITS is already subject to the disclosure 

requirements under this article.” (and Article 318-37-1 (2°) of the AMF GR (AIFs));  

- Article 321-100 of the AMF GR (UCITSs): “Asset management companies shall act honestly, fairly and 

professionally, with due skill, care and diligence, in the best interests of UCITS and unit holders or 

shareholders [...] " (and Article 319-3 (1) of the AMF GR (AIFs)). 

 

Poor practice:  

- Not setting up a consistency check between the number of active overruns declared in the FRA-RAC and 

those declared in the four dedicated quarterly reports for the financial year. 

4.5 INTERNAL CONTROL SYSTEM FOR MONITORING INVESTMENT RATIOS 

Reviewing the process for monitoring investment ratios is a standard internal control task for most of the AMCs on 

the panel. However, only one of these AMCs (AMC 1) has set up a statistical analysis of trends noted in the 

overruns investigated over the past period. This is a significant shortcoming for the other AMCs insofar as such an 

analysis is likely to enable the identification of structural anomalies as regards the management approach, the 

quality of the configuration of the ratios or the relevance of the control system itself. By moving away from the 

strictly sequential nature of the monitoring process, the conclusions of this analysis would also provide senior 

management with a valuable tool for monitoring the risks associated with the management, which forms part of 

their regulatory remit. 

4.5.1 Organisation of the internal control system 

 Permanent control 

AMCs 2, 3 and 4 have one full-time RCCI, assisted by three FTEs at AMCs 2 and 3, and 0.5 FTEs at AMC 4. On the 

other hand, AMC 1’s RCCI spends 50% of her working time on this role, but she is assisted by 10.7 FTEs (including 

2.5 dedicated to monitoring investment ratios). Finally, the RCCI of AMC 5 operates on an individual basis. 

 

Each of these RCCIs has a direct reporting line to one of the members of senior management of each AMC on the 

panel. The RCCIs of AMCs 1 and 2 also have a functional reporting line to the Group's compliance function. 

 

During the period under review, only AMCs 2 and 5 were assisted by an external firm for the execution of their 

control plan. This assistance covered the first half of 2021 for AMC 2 and a period running from the first half of 

2021 to the beginning of the second half of 2023 for AMC 5. 

 

 Periodic control 

The exercise of this function is assigned to the internal audit department of AMC 1's group. This was also the case 

for AMC 4 until December 2022. With effect from January 2023, this company has delegated the exercise of this 

function to an external delegate for 10 working days per year. 

 

The same level of delegation was implemented over the entire period under review by AMCs 2 and 3 (at a rate of 

40 working days per year). For AMC 2, the delegate’s involvement is not subject to a fixed amount, but is triggered 

by a mission order.  
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Finally, AMC 5 did not delegate this task until the end of the period under review (in January 2024), also at a rate 

of 10 working days per year. 

4.5.2 Risk mapping 

The five AMCs on the panel have drawn up a risk map that distinguishes between gross risk and net risk (i.e. after 

taking account of the control system in place). These maps were reviewed annually during the period under review. 

Each of these includes a risk dedicated to non-compliance with investment ratios. 

 

The gross and net risk levels established in 2024 in relation to this risk are set out below. 

 
Risk AMC 1 AMC 2 AMC 3 AMC 4 AMC 5 

gross high high high high high 

net high low medium high medium 

 

AMC 2’s assessment of net risk as ‘low’ is linked to its management strategy, which favours long holding periods 

for securities. This results in a limited number of transactions and a limited portfolio turnover rate, as set out in 

section 4.3.4 above, which automatically reduces the volume of ratio overruns. 

4.5.3 Permanent control carried out for investment ratio monitoring 

The AMCs on the panel have formalised an operational Internal Control and Compliance Plan (ICCP), with the 

exception of AMC 4, which merely includes information from the risk map without indicating the content of the 

controls implemented or the frequency with which they are carried out.  

 

These ICCPs, which were updated annually during the period under review, provide for control over the process 

for monitoring investment ratios and investigating potential overruns (including the management of claims and 

associated compensation). 

 

This control was carried out and duly formalised by AMCs 1 to 3 during the period under review. It proved 

insufficient at AMC 4 (as it was not carried out for two years, in 2021 and 2022) and was non-existent at AMC 5. 

 

The recommendations made as a result of this work, in line with the findings set out in the previous sections of 

this summary, have been followed up appropriately by AMCs 1 to 3. These recommendations looked at, for 

example:  

 for AMC 1, adapting the configuration of a non-financial ratio in the pre-trade control system in line with 

changes to the fund's transparency code125; 

 for AMC 2, the updating of the set of procedures with regard to the now automatic nature of the sending 

via the pre-trade control system of an internal email announcing to the departments concerned the 

addition of a new security to the eligibility list; 

 for AMC 3, an exhaustive review of the ratios configured in the pre-trade control system implemented in 

2023, in the light of the regulatory documentation for CIUs, before this tool goes live. 

                                                 
125  The internal control had identified a discrepancy between the non-financial ratio as configured in the pre-trade control system (which 

required 100% of net assets to be invested in ESG-labelled CIUs) and the fund's transparency code (which allowed this threshold to be 
lowered to 75%, with the remaining 25% eligible for investment in Article 8 or 9 SFDR CIUs). 
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4.5.4 Periodic controls carried out for investment ratio monitoring 

With the exception of AMC 5126, the AMCs on the panel had formalised a periodic control plan (usually for three 

years) during the period under review. This plan had been approved by senior management. 

 

Each of these plans has included at least one audit covering the investment ratio monitoring process, except for 

AMC 4, for which such an audit is planned for 2025. In this context, AMC 1 benefited from four missions (dealing 

respectively with bond management, equity management, the investment selection process and the ESG 

investment process), AMC 2 from two missions (dealing respectively with the risk control and RCCI functions) and 

AMC 4 from a single mission (dealing with risk management policy). Each of these missions resulted in a formalised 

report, which the inspection team consulted. 

 

As part of the process of maintaining its ISAE 3402 type II - SSAE18 certification127, in addition to the procedures 

set out in the plan referred to above, AMC 2 has had its internal control system audited by an independent 

accreditation body for the period from December 2022 to November 2023. The results of this audit have been 

formalised in a dedicated report that can be provided to potential investors on request as part of their due 

diligence. 

This audit included a review of the role of AMC 2's RCCI in the investment ratio monitoring system. 

 

Neither of the two audits carried out at AMC 2 resulted in any recommendations concerning the process for 

monitoring investment ratios. On the other hand, the recommendations made to AMC 1 have been given 

satisfactory follow-up. They concerned the introduction of ad hoc controls  on private placements128, the swing 

pricing policy129 and internal funds130.  

They also targeted the strengthening of existing controls by imposing a mandatory review by fund managers 

(formalised by countersignature) of the list of investment ratios configured in the pre-trade control system when 

a new fund is launched.  

Finally, the last recommendation (currently being closed in Q4 2024) related to the implementation of a quality 

control system for the non-financial data used by the pre-trade control system to verify compliance with the non-

financial ratios. 

 

On the other hand, the periodic control carried out in 2023 by the delegate of AMC 4 of the risk management 

procedure identified the non-operational monitoring of ratio overruns identified by the depositary of the CIUs 

managed. This observation was still valid at the time of the AMF's inspection one year later131, which testifies to 

ineffective follow-up on the recommendations issued by the delegate. 

                                                 
126  See section 4.5.1 above. 
127  See Glossary. 
128  A financial transaction in which one firm or entity sells securities directly to a small group of institutional or accredited investors, without 

making a public offering on the capital market. Private placements can be used by investment funds to achieve diversification and return 
objectives. However, they are generally less liquid than public investments and must therefore be managed taking into account the liquidity 
ratios of the funds concerned. 

129  The purpose of this policy is to adjust the unit price of an investment fund to reflect the transaction costs associated with significant 
subscriptions and redemptions, in order to protect existing investors from the dilutive effects of these costs. This has an impact on liquidity 
ratios as well as on fund diversification and credit quality constraints. 

130  So that the pre-trade control system of AMC 1 can issue an alert if it detects an investment in these vehicles if they do not appear on the 
buy list. 

131  See section 4.3.4 above, where it is explained that the file containing overrun alerts issued by the depositary, kept by AMC 4, does not 
contain a unique identification key for each entry to enable the exact number of overruns reported to be calculated. 
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4.5.5 Presentation of internal control work to the AMC's senior management 

The conclusions of the work carried out by internal control, as well as the progress made in implementing 

recommendations, are presented to senior management at a dedicated committee meeting held quarterly for 

AMCs 1, 2 and 5, bi-monthly for AMC 4 and weekly for AMC 3. 

 

At AMC 1, this presentation includes a statistical analysis of the trends observed in terms of overruns investigated 

over the past period. The results of this analysis make it possible to identify the management units132 with the 

highest number of overruns, as well as the fives overruns (by fund and by ratio) that took the longest to resolve.  

This analysis is based on the centralised alert repository set up in July 2022133, and is also presented to the heads 

of the management units at the monthly risk committee meetings, in the presence of the AMC's senior 

management. 

 

By contrast, the other four asset management companies on the panel do not carry out this type of analysis, 

even though it is likely to help identify structural anomalies linked to the investment ratios configured, manager 

behaviour or a flaw in the control system. For example, this analysis could have led AMC 2 to identify that only 

5% of the funds under management were responsible, over the period under review, for 60% of the overruns 

recorded, including 1/3 of the active overruns. In this context, this AMC told the inspection team that it planned 

to carry out this type of periodic trend analysis from 2025 onwards, on an annual basis. 

 

Regulatory reminders 

Formalisation of an operational ICCP 

- Article 321-23 (IV) of the AMF GR (UCITSs): ibid. (and Article 57 (1) (c) of the AIFM DR (AIFs)). 

On the execution of appropriate and formalised permanent control work on the system for monitoring 

investment ratios: 

- Article 321-27 of the AMF GR (UCITSs): “Asset management companies shall monitor and, on a regular 

basis, to evaluate the adequacy and effectiveness of their systems, internal control mechanisms and other 

arrangements established in accordance with Articles 321-23 to 321-26, and to take appropriate measures 

to address any deficiencies.” (and Article 57 (6) of the AIFM DR); 

- Article 321-31 (I) (1°) of the AMF GR (UCITSs): "I. - The asset management company shall establish and 

maintain an effective compliance function that operates independently. Its role is to: (1) Monitor and, on a 

regular basis, evaluate the adequacy and effectiveness of policies, procedures and measures implemented 

for the purposes of Article 321-30, and actions taken to remedy any deficiency in compliance of asset 

management company and the relevant persons with their professional obligations referred to in II of Article 

L. 621-15 of the Monetary and Financial Code; [...]” (and Article 61 (2) (a) of the AIFM DR (AIFs)); 

- Article 321-32 (1°) of the AMF GR: “Asset management companies shall ensure that the following conditions 

are met to enable the compliance function to perform its tasks properly and independently: 1. The 

compliance function must have the necessary authority, resources and expertise and access to all relevant 

information; [...]” (and Article 61 (3) (a) of the AIFM DR); 

- Article 321-74 of the AMF GR: “[...] the asset management companies shall retain information about the 

monitoring and assessments referred to in I of Article 321-31.”. 

On the execution of appropriate and formalised periodic control work on the system for monitoring investment 

ratios:  

- Article 321-83 of the AMF GR (UCITSs): "Asset management companies, where appropriate and 

proportionate in view of the nature, scale, complexity and range of their business, shall establish and 

maintain an effective internal audit function which is separate and independent from their other functions 

                                                 
132  During the period under review, these were the multi-management and interest rate units at AMC 1. 
133  See section 4.1.2 above. 
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and activities and which has the following responsibilities: (1) To establish and maintain an effective audit 

plan to examine and evaluate the adequacy and effectiveness of the asset management company's systems, 

internal control mechanisms and arrangements; (2) To issue recommendations based on the result of work 

carried out in accordance with (1); (3) To verify compliance with those recommendations; (4) To provide 

reports on internal audit issues in accordance with Article 321-36.” (and Article 62 of the AIFM DR (AIFs)). 

On the regular and formalised presentation of the internal control work carried out to monitor investment ratios 

to senior management:  

- Articles 321-23 (VI) of the AMF GR (UCITSs): ibid. (and Article 57 (1) (d) of the AIFM DR (AIFs)). 

 

Good practices 

- Focussing the internal control work planned for the ratio monitoring process on checking the quality of the 

external data used by the pre-trade control system to verify compliance with the ratios. 

- Periodically carrying out a statistical analysis of the trends observed in terms of the ratio overruns 

investigated during the past period, in order to identify any structural anomalies linked to the ratios 

configured, manager behaviour or a flaw in the control system. Sharing the results of this analysis with 

senior management at a committee meeting dedicated to risk management and internal control. 

 


