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EBA CRD IV remuneration 
guidelines: PRA and FCA will not 
extend the bonus cap to all 
29 February is a day that happens once in every four years. Today, the PRA and 
FCA issued their "comply or explain" statement on EBA's Guidelines on Sound 
Remuneration Policies (the "EBA Guidelines"). In that statement, the regulators 
announced that they will comply with all aspects of the Guidelines, with one 
significant exception.  The UK regulators will not impose the so-called "bonus cap" 
on all CRD IV firms, regardless of their size or complexity.  This will come as a huge 
relief to many non-banks and to smaller banks in the UK.   
 
The "bonus cap" is the requirement to limit variable remuneration to 100% of fixed remuneration (which can 
be increased to 200%, with shareholder approval).   
 
The EBA's approach to the bonus cap "represents an interpretation of CRD with which neither the PRA nor the 
FCA agree". 
 
This will be good news for many firms subject to CRD IV who do not currently apply a bonus cap – for instance, 
smaller banks, MTF operators, brokers and asset managers subject to CRD IV (such as those with permission 
to hold client money or assets in connection with MiFID business or CLO/CDO managers). 
 
However, the PRA and FCA make it clear that all CRD IV firms must nevertheless comply with all other aspects 
of the EBA Guidelines and all existing domestic requirements. The regulators are considering whether any 
changes to their rules are required to implement the EBA Guidelines. 
 
As we previously reported, at the time of publishing its Guidelines, the EBA also published an opinion 
addressed to European legislators calling for changes to the CRD IV legislative pay rules. It still remains to be 
seen whether the European Commission will react to this call and, if it does, how and when. 
 
The statement from the PRA and FCA is here. 
 
 
 
Our December 2015 briefing on the final EBA CRD IV remuneration guidelines is here. 
  

http://www.bankofengland.co.uk/publications/Pages/news/2016/037.aspx
http://www.traverssmith.com/assets/pdf/legal-briefings/Client_briefing_on_EBA_final_guidelines_on_sound_remuneration_policies_under_CRD_IV.pdf
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