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Introduction

Mark is a partner in the Financial Services & Regulatory Group in the London office where he practices in
the areas of financial regulation, financial crime, and regulatory investigations. He is a member of the
Firm's EMEA Financial Services & Insurance Steering Committee, as well as its Global Funds and FinTech
Groups. He participates actively in industry bodies including the Alternative Investment Managers
Association. He has authored a number of articles and other publications, most notably acting as a general
editor of and contributor to the International Guide to Money Laundering Law and Practice, and A
Practitioner's Guide to the Law and Regulation of Financial Crime.

Mark advises on a wide range of financial services legal and regulatory issues. Clients who he works for
include asset managers, banks, broker-dealers, payment and e-money institutions, insurers and brokers,
and FinTechs. He advises throughout the lifecycle of regulated businesses - on launch and authorisation,
global expansion, business and product innovation, new regulatory developments, and on responding to
regulatory enquiries and investigations. He also advises on corporate and commercial transactions in the
financial services sector. His experience spans the full scope of EU and UK financial regulations, covering
prudential as well as conduct of business requirements, anti-money laundering and financial crime. As well
as his commercial client base, Mark has advised governmental bodies on the development of financial
services laws.



Introduction

Jeremy Edwards is a partner and the head of the Employee Benefits Group in Baker McKenzie's London
office. He advises on all aspects of employee share plans and employee taxation. Jeremy has over 24
years’ experience as a share plan lawyer and two years’ experience as a corporate lawyer. He is currently
serving on the advisory panel of ProShare and is a regular speaker at share plan conferences held in the
United Kingdom.

Jeremy has substantial UK experience, including implementing plans for UK-listed companies and dealing
with issues arising for UK-listed companies, including advising on executive remuneration developments,
UK tax issues and the position on cessation of employment and dealing with share plans in the context of
corporate transactions. He has extensive experience in connection with the implementation of share plans
globally and working with multinational clients.



FS Remuneration — Key Topics

n Remuneration & Brexit (General and CRD V)

COVID-19 Remote Working and CGT

Investment Funds Regime H Q&A




EU and UK regulatory considerations

Brexit Overview
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EU and UK policy initiatives
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Future UK financial services framework
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UK Investment Funds Prudential Regime

Regulation

Expected to apply from 1
January 2022

FCA CP1 launched 14 Dec,
RemCode in CP2 expected
Q2 2021

UK government intends to
use IFR/IFD to “kickstart”

New RemCode replacing
IFPRU and BIPRU codes

RemCode based on IFD
provisions with FCA
guidance

EU RTS vs FCA outcomes-
based approach?



EU IFD/IFR regime

Investment Funds Regime

Major changes:
K-factors

New
Investment firm remuneration
reclassification and governance
rules

(\/ Applies in the EU from 26 June 2021 Will not apply in UK



EU IFD/IFR regime - remuneration
Investment Funds Regime

( » Some divergence from equivalent rules under the CRR and CRD, e.g. gender balanced
remuneration committees and no “bonus cap”

Scope of remuneration requirements is a key change - where the firm hits certain size triggers,
( » pay-out process rules will need to be applied to any individual whose annual variable remuneration
exceeds EUR 50,000 for example

( » Firms newly caught should be thinking about what may be required in terms of new responsibilities
for their remuneration committee or revisions to employment contracts:

Whose variable
remuneration actually gets

What type of event might How should the adjustment

be communicated?

require adjustments to

variable remuneration adjusted?




Financial Services Remuneration — Key Topics

Regulation - Capital
Requirements Directive V
(“CRD V?)

Impact of COVID-19

Regulation - Implementation
of Investment Firms
Prudential Regime

Changes to CGT regime in
the UK




Capital Requirements Directive V

Regulation

The UK is
committed to
implementing CRD
V Directive before
Brexit (31
December 2020)

9 December 2020 -
PRA published a
Policy Statement

on the
implementation of
CRD V Directive

Do not expect
radical changes in
direction in the
regulation of CRD/

CRR pay



Capital Requirements Directive V

Regulation

Firms must adopt
remuneration policies that
are consistent with and
promote sound risk
management, eliminating
incentives towards
excessive risk-taking, and
aligning employee
incentives with the longer-
term interests of the
business, while taking
account of the timeframe
over which financial risks
crystallise

PRA expects all firms to
continue to make every
effort to comply with all
aspects of the EBA's
2015 Guidelines, and all
existing domestic
requirements.

PRA provides additional
clarification of its
expectations regarding a
number of specific
remuneration
requirements.




Remuneration & Brexit (General)

Agreement with
the EU still
not reached

Social security
contributions

/-\

UK companies

can still launch

share plans into
the EU

Effect on
Administrators

N

Impact on
data transfers

Be prepared-
even if no deal



COVID-19 — Impact - Remote Working

Challenges




What other companies say and do

Winmark report on mobility and homeworking winmark

"We'll likely embed a practice of long-distance, remote\
working, where a person is not physically located in the

country where they would otherwise be (...). As a result
VP of Tax | expect we'll need to have a lot more inter-company
service agreements (...). This will create an increase in
intercompany recharges, thereby increasing the admin

of this.” /

"We are prescriptive and will continue to be so in )
the future to manage our tax risks (in particular of
creating new taxable presences) (...). Our view is
that a more relaxed policy quickly becomes

Impossible to manage and the tax risk significantly

o

Worldwide Tax &
Treasury Director

increases." j

"We work closely with our global mobility team (which

is part of HR) (...). There are often employer and
Principal

employee tax considerations which the global mobility
EMEA Tax team feed into the decision too."

/ "We are currently taking the line that people can only work

outside their contractual country if they have really
exceptional circumstances, e.g. stranded as a result of lock-

o

.. : : Group Tax
down, critically ill family member etc. We do, however, have a Director
working party looking at this issue and may change our
position. The problem will be the additional resources
\required, e.g. payroll, HR resource, extra soc sec costs etc."
/ "We are in the process of implementing an EMEA- @
wide policy which requires anyone wishing to work
outside their "nome"country (...) to make a formal Head of Tax
request, which is passed through to both the payroll EMEA
and the corporate tax teams (...) which enable us to
make an initial assessment of risk regarding

\ employment duties or PE creation/attribution."

ﬁCIearIy, PE and employee/payroll taxes are key risks. We
are currently reviewing our policies on this, but are likely
to discourage it due to tax, compliance and insurance Head of Tax

risks, but will probably overlay with a case by case
\ exceptions approach."
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Remote Working

Immigration

Social security
contributions

/-\

Regulation

Income tax
withholding and
employee tax
liabilities

N

Employment
law
Implications

Corporate tax
presence



Baker e R
McKenzie. e RS

Jeremy Edwards - . i P
0207 919 1263 = e ¥ AN
jeremy.edwards@bakerfnckerrzie.com’

-

Mark Simpson £ | '
0207 919 1403 ~°
mark.simpsen@bakermckenzie.com-

"

Baker & McKenzie LLP is a member firm of Baker & McKenzie International, a global law firm with member law firms
around the world. In accordance with the common terminology used in professional service organisations, reference to a
"partner" means a person who is a partner, or equivalent, in such a law firm. Similarly, reference to an "office" means an
office of any such law firm. This may qualify as “Attorney Advertising” requiring notice in some jurisdictions. Prior results
do not guarantee a similar outcome.

© 2020 Baker & McKenzie LLP
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Resources

Esop Centre website & newspad
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The Esop Centre's newspad, edited by Fred Hackworth, is a monthly publication providing in-depth coverage of the main
international news in the employee share ownership field.
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= Exec bonus culture decried by ceo

» Company pensions revolt looms
= Pandemic job cuts
»  EMI continues post Brexit transition
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»  Centre webinars: Reassessing how to manage share plans in a digital way and Insights
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into share valuation for employee share schemes

= Register now for online Centre share plans symposium: March 23-25

»  Enter your best share scheme for the newspad 2020 Awards
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https://esopcentre.com/
news/newspad/
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Thank You

Forthcoming Webinars

17 December 2020 (15:00) What If? Future Banking Failure Resol

21 December 2020 (15:00) The Future Of Ageing Societies Will Be
05 January 2021 (11:00) Brexit & Trade — New Ways Of Dealing
07 January 2021 (11:00) Charting A New Chapter: How To Estak

11 January 2021 (11:00) The Share Valuation Worked Examples
Landscape

Visit https://fsclub.zyen.com/events/webinars/

More added every day...
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