
What is  the function of a Manco? 
The primary function of a Manco is to create a layer of 
independence between the hedge fund manager and the 
investor in the hedge fund, whereby the Manco fulfils its duty 
of acting within the realms of regulations while keeping the 
best interest of investors as a core consideration. In so doing, 
it strives towards achieving the hedge fund industry’s mandate 
of protecting investors and enhancing transparency within the 
hedge fund industry.

Where does a Manco ‘fit into’ the structure of a hedge fund 
manager?
The Manco is the legal representative of the hedge fund and, 
as such, is the accountable institution that faces regulatory and 
trustee oversight to ensure that best practise is being employed 
when managing a hedge fund portfolio. 

The Manco appoints a hedge fund manager to manage the 
investments of a portfolio. When appointing the hedge fund 
manager, the Manco would need to ensure that the hedge fund 
manager has the requisite Category IIA licensing requirements 
as dictated by FAIS to manage the investments within a 
portfolio. The Manco would oversee this function to ensure 
that the hedge fund manager is operating within the scope 
of the regulations, as well as in accordance with the strategy 
and mandate of the portfolio. Key to this function would be to 
provide a post-trade compliance function, as well as monitoring 
the market risk on a portfolio in line with the requirements 
stipulated in the regulations.

What are the key duties of a Manco under South African 
regulation? Where does the ‘buck stop’?
A Manco typically consists of an operations function, a risk 
function, as well as a compliance function. Furthermore, the 
Manco is also responsible for the functions it outsources, such 
as the investment management of the hedge fund, as well as 
the administration and fund accounting of the hedge fund.

The risk and compliance function is primarily concerned 
with ensuring that the portfolio is managed in accordance 
with the mandate employed, the risk profile of the portfolio, 
as well as the risk measures stipulated on the mandate and 
the regulations. The Manco performs a post-trade compliance 
function to ensure that should there be a breach on a portfolio, 
that this is communicated to the hedge fund manager with the 
necessary actions required. Furthermore, there are reporting 
requirements, whereby the Manco would need to ensure that 
risk reports are sent to the investors of the hedge fund, as well 
as the FSCA on a periodic basis.

The operations function acts as a single point of contact for 
hedge fund managers and service providers driving product 
delivery and development. The operations team is responsible 
for drafting the application documents that are provided to 
the FSCA when a portfolio launches, and ensuring that all 
the operational elements are completed before a hedge fund 
launches. Examples include ensuring all agreements are 
signed; all product codes are assigned to the hedge fund; as 
well as that all the fees are correctly implemented on the hedge 
fund to those agreed upon when initially engaging with the 
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hedge fund manager. The operations team is also involved with 
day-to-day client queries, as well as escalated queries.

Furthermore, the Manco enters into delegated outsourced 
agreements with the hedge fund manager as well as the 
administrator. The Manco would need to oversee these functions 
to ensure that best practice is being applied in accordance 
with the regulations. When overseeing the investment 
management function, the Manco is primarily concerned with 
post-trade compliance as well as ensuring that the minimum 
disclosure documents (MDDs) are performed with accuracy 
and are indicative of the portfolio’s strategy employed. When 
overseeing the administration function, the Manco would need 
to ensure that instruments are valued in accordance with the 
valuation policies and standards per the regulations and that 
the investor servicing and onboarding function is being adhered 
to in accordance with the Anti Money Laundering rules and 
FICA requirements.

Can you share some of the key roles a Manco plays in 
managing the risk of a hedge fund?
The hedge fund manager is required to perform pre-trade 
regulatory and mandate risk management. The Manco is 
responsible for the post-trade regulatory and mandate risk 
monitoring.  

It is a regulatory requirement that this function be 
independent from the investment manager and includes the 
following services:
• Before onboarding a hedge fund, ensuring that the hedge 

fund portfolio is appropriate for the regulated hedge fund 
environment.

• Setting necessary limits on the mandate of the hedge fund 
portfolio that may not necessarily be in the regulations.

• Identification, resolution, documentation and reporting of 
breaches, in consultation with the hedge fund manager.

• Production and distribution of regulatory reporting to 
investors, the trustees and the FSCA.

• Interaction with the trustees, FSCA and hedge fund 
manager on all matters related to compliance.

• Performance of initial and periodic counterpart and 
investment manager due diligence reviews.

Should a retirement fund decide to invest in a hedge fund, 
what are the key functions the Manco performs with regard 
to managing risk for the retirement fund? What is the 
dynamic between the Manco and the board of trustees?
Typically, there are not many regulated hedge fund portfolios 
that are set up to be Regulation 28-compliant portfolios. 
However, that does not preclude a retirement fund from 
investing into a regulated hedge fund; the retirement fund 
would need to ensure that the fund complies with the hedge 
fund limits per point number 8.a on table 1 of the Pension 
Funds Act of Regulation 28. 

The Manco would still be responsible for ensuring that the 
hedge fund itself is managed in accordance with the mandate 
and Board Notice 52 regulations and applies a post-trade 
compliance function to ensure that breaches are communicated 
to the hedge fund manager to act upon. Furthermore, the 
Manco would report the periodic risk reports to the retirement 
fund as required by regulations.
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