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Understanding Money Market Fund Governance 

INSIGHTS 

Several levels of oversight and governance 
are applied to money market funds. Here we 
review the key structures in place, allowing 
you to understand how IMMFA money 
market funds are monitored and controlled.  
 
 
 
 
IMMFA money market funds operate in 
accordance with the requirements of the 
UCITS Directive. This legislation establishes 
the rules which pan-European mutual funds 
must follow. The European securities 
regulators (ESMA) agreed common guidelines 
which are specific to money market funds, 
and which all IMMFA funds must also follow.  
  
The UCITS Directive requires that all the fund 
assets are segregated and held by an 
independent depositary. This helps to ensure 
that client assets remain safe, irrespective of 
the situation of the fund manager. The 
depositary must also monitor compliance 
with the UCITS requirements, and may only 
carry out the instructions of the fund 
manager if they conform to the relevant rules.  
 
In addition, the fund manager will operate 
systems and controls to ensure applicable 
UCITS and ESMA rules are followed. 
Adherence with these rules and controls will 
then be monitored by an internal compliance 
team that is separate from the business. This 
control environment is designed to ensure 
good governance at all times.  
 
 
 
 
Funds are typically set up as corporate 
entities, and have a Board of Directors. The 
Directors have a fiduciary responsibility to the 
fund’s shareholders, requiring them to act in 
the best interests of the shareholders. They 
supervise the fund manager’s activities and 
oversee the relationships with, for example, 
the depositary and fund administrator.  
 

The fund Board will frequently include 
individuals who have no association with the 
fund manager, helping to ensure that there is 
independence in the decision making process 
of the fund. Board meetings are held 
periodically, and include an annual 
assessment of the appointment of the fund 
manager to act on the fund’s behalf. 
Consideration is given to a variety of matters 
including the fee structure and financial 
statements.  
 
The Board of Directors will also agree the 
investment objectives and policies of the 
fund, known as the ‘mandate’. All subsequent 
activities of the fund must follow this 
mandate which can only be changed with the 
agreement of shareholders.  
 
  
 
 
Many money market funds have been 
awarded a rating from one or more of the 
independent credit rating agencies. They will 
perform periodic monitoring to ensure the 
fund continues to meet the rating 
parameters. 
 
Finally, all IMMFA money market funds agree 
to follow the IMMFA Code of Practice. This 
Code establishes best practice standards 
relating to the management and operation of 
the fund and must be complied with as a 
condition of IMMFA membership. 
 
The combination of all of these factors 
provides a governance framework for IMMFA 
money market funds that should provide 
comfort for investors.  
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