
Version 20.02.2008 
 

DUFAS 

Principles of Fund Governance 
 
Considerans: 
The goal of the Principles of Fund Governance (hereafter “Principles”) is to give further guidance 
for the organisational set up and working methods of (retail) fund managers or stand alone funds.   
This so-called ‘Fund Governance’ serves to create guarantees for the participants in the funds with 
regard to sound operations and the duty to care as laid down in articles 4:11, 4:14 and 4:25 of the 
Dutch Wft. It regards funds that are within the scope of the Dutch supervisory legislation.  
 
Sound operations and the duty to care include that the fund manager act sin the best interests of 
the participants in his funds and manages conflicts of interests in the organisational set up of the 
fund management activities. This code of conduct encompasses the embedding of good pratices in 
the area of Fund Governance and therefore is the basis for self regulation through DUFAS to deal 
with the general principles and the principles embedded in the law1. 
 
The Principles are formulated in such a way that within the given objective there is room for dif-
ferences in Fund Governance related to differences in nature and size of the organisation of the 
management company. The transcription (as far as is required) of the principles is customization.  
The Principles offer flexibility through general phrasings and various options for choice. This is 
because the organisation of the Fund Governance depends also on existing governance structures 
and choices organisations need to make. 
 
Through this approach, in which a choice is made to clearly embed existing good practices, on the 
one hand Fund Governance is well embedded and compliance is promoted, whilst on the other 
hand increasing administrative and/or financial burdens can be prevented.  It is after all I the inter-
est of a good Dutch business climate to guarantee both the integrity fo the fund management sec-
tor as well as keeping an eye on the level playing field with other countries and other financial 
sectors. 
 
In these Principles a distinction is made between guidelines for daily management tasks which give 
a further elaboration of the principle of managing conflicts of interests and acting in the best inter-
ests of particpants in the funds (part III) and Principles guarantee the compliance with these guide-
lines within the organisation (part I and II). 
 
Implementation 
The fund manager will describe the way he has set up his governance structure (as outlined by 
part I of the Principles) in his operations. It is the responsibility of the board of the management 
company to take care of the compliance with all prescriptions for a sound operation of his busi-
ness and the duty to care.  

                                                 
1
  As far as there is overlap with legal obligations, these Legal obligations prevail above these ‘Principles’.  
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I.   Specific measures regarding the structure of fund governance  

 
1. Periodic review, reporting and oversight  

The fund’s management company shall ensure
2
 that a system of checks and balances is in place 

in order to ensure compliance with both the applicable law and regulations and the fund gov-
ernance principles that protect the interests of investors and mitigate conflicts of interest. 
Such a system consists of the following three elements: a. periodic review of application of the 
principles, b. reporting of the review to relevant parties, and c. oversight. 
 
Periodic review 
The management company will specify which body - which acts independently from day-to-day 
operations and has access to all relevant information - will carry out periodic reviews on the 
application of fund governance principles in the business operations. These reviews focus on 
identified governance issues as described below. 
 
Reporting 
The management company shall describe to which (oversight) entity, besides the board of the 
management company, the outcome of these reviews may be reported. 
 
Oversight 
An entity which is able to act sufficiently critical and independent of the management company 
and affiliated parties, will be appointed to fulfil the role of oversight entity with regard to fund 
governance. This oversight entity has the task, to check whether the management company 
fulfils its duty to act in the interest of the investors in its fund(s). Such oversight can be de-
signed in various ways, as shown in the annex.  

 
In order to fulfil this task, the oversight entity has access to all relevant information, e.g. re- 

      views and additional requested information (if any). 
 

II.   General measures safeguarding fund governance 
 

2. Compliance function 
Compliance with the law, regulations and other rules, among which those that protect the in-
terests of investors and mitigate conflicts of interest, will be monitored. The management 
company will ensure that the compliance function acts independently from operative functions, 
is equipped with adequate resources, has access to all relevant information and reports regu-
larly to the board of the management company.  

3. Managing Conflicts of interest  
     The DUFAS standard for fund governance means that paramount attention must be given to 
     managing potential conflicts of interest. As a matter of principle, the governance aims to  
     avoid (potential) conflicts of interests between the interests of the investors in the  
     funds with the interests of other parties such as the management company itself or the service  
     providers (in- and external), among funds of the same asset manager and (other)  
     discretionary mandates of the asset manager. A set of rules and procedures shall be defined to  
     ensure that, in case an unexpected conflict of interest situation would arise, the interests of  

                                                 
2
  I.e. the management company, or, as the case may be, the investment company managing itself. For simplicity’s 

sake, hereafter only the management company will be mentioned.  
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investors are protected and that investors are treated equally in comparable situations.  
Should conflicts of interests occur, the management company should deal with these  
situations in accordance with its duty to act in the interest of the investors. The  
management company shall identify the main areas of potential conflicts of interests between  
the management organization on the one hand and the investors in the fund on the other  
hand.  

4. Segregation of duties 
As far as appropriate, a segmentation between investment decisions, settlement of transac-
tions, administration of transactions and control is in place to prevent (potential) conflicts of 
interests as described above. The management company has installed ‘Chinese walls’ in or-
der to manage the flow of price-sensitive information and other confidential market informa-
tion. In case the management company is part of a group of companies, there shall be an or-
ganizational, physical and personnel segregation between the group’s business units to the 
extent that this is reasonably necessary, relative to their activities. This means that employ-
ees report hierarchically only to their managers and appropriate information-sharing barriers 
are in place to prevent dissemination of sensitive market information. No price-sensitive or 
confidential market information is exchanged between business units other than is required 
to effectively carry out their work.  

5. Fair & reasonable application of principles  
When dealing with potential conflicts of interests, the management company will primarily 
endeavour to reasonably and fairly apply the specific principles defined in this code of con-
duct. In situations that may not be covered by these principles, the management company 
will in general seek to apply international best practices to the extent available. The man-
agement company pledges to resolve any such situation, having due regard for the interests 
of the investor and its legal duty as to act in the interest of the investor, after reasonable and 
fair consideration of relevant facts and circumstances.  

6. The principle of ‘conscientious consideration’  
However well defined and refined, a system of specific principles, even while supplemented 
with a set of international best practices, cannot always guarantee sufficient external guid-
ance to deal with each specific conflict situation. The management company therefore 
pledges that it shall, in all cases, endeavour to resolve any governance issue having due re-
gard for the interests of the investor and it’s legal duty to act in the interest of the investor 
and after reasonable and fair consideration of relevant facts and circumstances. This process, 
called conscientious consideration shall be conducted within the board of the management 
company or of the group (holding company) as the highest authority within the organization.  

7. Publication of principles  
The management company shall publish these principles of fund governance on its website.  
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III.   Rules and principles regarding day-to-day operations 
 

8. Third party relations  
The management company will ensure that the selection of counterparties for trade execu-
tion (brokers) will take place according to defined procedures and criteria, taking into ac-
count execution capability and – in the case of bundled services – quality of research.  

9. Asset Valuation  
The management company will ensure that valuation of assets and calculation of Net Asset 
Values (NAV) will be performed independently from the portfolio management function.  

10. Fund Unit Trading  
The management company will establish procedures to prevent late trading in units of its 
funds and to protect the fund from the potential negative impact of market timing transac-
tions.  

11. Shareholder Rights  
The management company will publish on its website and in its annual report its policy of 
shareholder voting rights attached to the portfolios it manages.  

12. Transparency  
The management company strives for an open relationship with the investors by providing 
relevant, clear and understandable information in accordance with the applicable laws, regu-
lations and the fund’s conditions. This includes just, timely and fair information on invest-
ment policy, investments, risks, costs and management fees, affiliated parties and outsourc-
ing. The characteristics of a fund shall be clear, the risks shall be explained and there shall be 
no ambiguous conditions. All fees charged by the fund and their connection to services ren-
dered shall be clear. The maximum subscription and minimum redemption prices in relation 
to the net asset value (NAV) shall be clear.  

13. Change in the conditions of a fund  
During the lifetime of an investor’s investment it is possible that a fund’s conditions may 
change. In that case the management company will suitably inform the investors in good time 
in accordance with the applicable laws, regulations and the fund’s conditions. The manage-
ment company strives to ensure that such information is easily accessible, clear and under-
standable for all investors. If the proposed changes have a negative impact on conditions for 
the investor (e.g. a rise in fees), or if changes in the investment policy of a fund are pro-
posed, the investor in an open-ended fund always has the legal right to divest on the then 
prevailing conditions within a given reasonable period before the proposed changes are ef-
fected.  

14. Best execution   
In implementing and executing investment decisions, the management company shall as a  
general rule take reasonable steps to obtain the best possible result, taking into account  
price, costs, speed, likelihood of execution and settlement, size, nature or any other relevant 
consideration. Transactions with related parties, will be executed at arm’s length terms cus-
tomary in the market.  

15.    Fair allocation  
The fund manager may generally execute transactions on an aggregated basis to obtain more 
favourable commission rates or other transaction costs than if such orders are placed indi-
vidually. When aggregating orders, the relevant portfolios shall be treated fairly and system-
atically. The management company will adapt a similar policy for IPO allocations.  
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16.   Transaction fees and soft commissions  

Transaction fees only cover those services that directly benefit the fund or the collective of 
the funds which are managed by the management company. Soft commission arrangements 
are permitted as long as the services paid for with soft commissions are directly instrumen-
tal for improving the investment decision-making process and on condition that the transac-
tion fees are customary and reasonable relative to the brokerage services provided. Services 
paid for with soft commissions may include research and securities advice. These services 
improve the investment process and are therefore beneficial to the investors in the funds. 
All soft dollar arrangements will be drawn up in writing. 

17.   Securities lending  
The management company is transparent in the prospectus and annual report of its funds 
with regard to the possibility of lending the portfolio securities of the fund. The risk/reward 
relationship of lending activities for the fund shall in essence be reasonable and fair and in 
line with market practice. The fund will act in accordance with best practices. In case a situa-
tion is identified in which voting stock on loan in an upcoming shareholder meeting may sig-
nificantly influence the outcome of the voting process and may have a significant impact on 
shareholder value, the management company will consider a recall of the stock on loan.  

18.   Personal interest and remuneration  
The management company endeavours to structure its remuneration systems in line with 
market practices and in such a way that conflicts with investors’ interests are prevented. 
Participation by staff and members of a possible supervisory board in a fund is considered as 
a ‘stake of confidence’. Almost all securities transactions involving staff or members of a pos-
sible supervisory board are monitored. This is to ensure that the fund can steer clear of ap-
pearing to act with inside information.  

19.   Costs and damages as a result of operational errors  
In a human environment operational errors can never be entirely excluded. The fund man-
ager may adapt a policy in which damages, exceeding a certain minimum level and caused by 
errors in the calculation of the NAV of a fund, shall be compensated. The management com-
pany shall adapt a policy with regard to the costs of other operational errors and may take 
out at its own expense insurance coverage for damages and costs incurred by the fund as a 
consequence of operational errors.    

20.   Beleggersgiro 
The management company (as far as this lies within its power) will endeavour that – when 
his funds are offered and administered through a so called ‘beleggersgiro’ (securities’ ac-
count) -- the beneficial owners of shares or participations in his funds will be granted voting 
rights in the shareholder meetings of the funds at the first request of the beneficial owner.  

21.   Shareholder / participants meetings of the funds     
The management company (as far as this lies within its power) will try to achieve that bene-
ficial owners of shares or participations in its investment funds under management can par-
ticipate in shareholders / participants meetings of the funds. The management company will 
suitably inform the investors of the time and location as well as the agenda of such meetings 
in accordance with the applicable laws, regulations and the fund’s terms and conditions.  
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In case of a ‘beleggersgiro’, when beneficial owners refrain from exercising their voting rights 
the trustee (the board of the entity, being the legal owner of the shares) of the beleggers-
giro, which acts independent from the management company, is allowed to attend the meet-
ing and exercise voting rights on behalf of the beneficial owners of the fund. In case related 
companies of the management company or other investment funds managed by related 
companies of the management company own shares or participations in a fund, they are also 
entitled to exercise their voting rights. In these cases the identity of the shareholder / par-
ticipant and their voting behaviour should be disclosed in the shareholder / participants 
meeting. 

 
 

Conclusion  
The mechanisms provided for herein are a living instrument, offering good practices. To stay 
abreast of constantly changing circumstances in the financial environment, DUFAS will closely fol-
low developments in fund governance, identifying (international) trends and seeking remedies to 
new challenges. DUFAS is aware that trust and integrity play an important role in the financial 
industry. It is our sincere intention that these principles of fund governance will help to maintain a 
culture in which professional and ethical behaviour of the staff of our members is recognized, val-
ued and promoted.  
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