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I. Objective

The remuneration policy of Lazard Elaia Capital (“LEC”) aims to promote sound and effective risk management and to encourage both individual excellence and collective performance. It does not encourage risk-taking that would be incompatible with the risk profiles, the regulations, or the governing documents of the directly managed funds.

II. Categories of Personnel within the Management Company

The Management Company is composed of several categories of personnel : “identified personnel” and “non-identified personnel.”

A. Personnel identified under Regulation
Identified personnel are those with a significant impact on the risk profile of the Management Company or the managed Alternative Investment Funds (AIFs), including notably:
· Executive officers;
· Non-executive directors or salaried employees;
· Financial managers ; and
· The following staff members, when they have a significant impact on the risk profile of the Management Company or the AIFs it manages and are therefore considered risk-takers:
· Employees whose total remuneration places them in the same pay bracket as executives and risk-takers;
· Heads of support functions (marketing, human resources, legal, finance, development, administrative); and
· Heads of control functions.

Control functions refer to personnel (other than senior management) responsible for risk management oversight, compliance, internal control, internal audits, and similar roles within a portfolio management company.
In accordance with ESMA guidance, control functions play a role in the development, ongoing monitoring, and evaluation of remuneration policies for other business areas.

The risk management function assesses, as part of its duties, the impact of variable remuneration structures on the risk profile of the AIF. The remuneration level of personnel in control functions enables the management company to hire qualified and experienced staff. Variable remuneration is based on function-specific objectives and is not solely determined by performance criteria applicable across LEC.
The company ensures that the remuneration structure for personnel in control functions does not compromise their independence, impartiality, or create conflicts of interest.
Within the Management Company, some identified personnel (notably control and support functions) are seconded by Lazard Frères Banque, Lazard Frères Gestion, or Elaia Partners, entities subject respectively to the remuneration regulations under Directive (EU) No. 2013/36 (CRD) and Directive (EU) No. 2011/61 (AIFMD). These personnel are subject to the remuneration regulations of the entity seconding them, provided they are considered as effective as those applicable to the Management Company, which is the case for CRD regulations.

B. Non identified Personnel under Regulation

Non-identified personnel are those without a significant impact on the risk profile of the Management Company or managed AIFs, including:
· Management team members, excluding managers ; and
· Support team members, excluding heads of support functions.

III. Components of Remuneration and Employee Evaluation

A. Remuneration Structures

Remuneration for Management Company personnel comprises:
· A fixed component, remunerating professional services based on responsibilities, education level, hierarchical rank, expertise and skills required, difficulty, professional experience, sector, and region;
· A variable component, not guaranteed, whose allocation, acquisition, and payment depend on the performance of the employee, their business unit, and the Management Company. The variable component takes the form of a discretionary bonus.

The President of the Management Company determines the ratio between the fixed and variable components of identified personnel (and other personnel) remuneration. Remuneration amounts are set under the supervision of the Board of Directors. The President’s remuneration is decided by the Board of Directors.

An appropriate balance is maintained between fixed and variable remuneration. The fixed component represents a sufficiently high proportion of total remuneration to allow flexibility in the variable component, discourage risk-taking detrimental to investors, and allow for no variable remuneration payment if necessary.

No guaranteed variable remuneration is granted, except possibly during hiring and limited to the first year.
Discretionary payments related to early termination are conditional on employee performance, assessed against the Management Company’s results, and designed to reward sustainable performance, not failure.

The Board of Directors, as the supervisory body, is responsible for adopting and implementing the remuneration policy and reviews it regularly, at least annually. Implementation is also internally evaluated annually by the RCCI to ensure compliance with the adopted policy and applicable regulations.
Variable remuneration is not paid through mechanisms designed to artificially circumvent ESMA guidance or AIFMD provisions.
In accordance with Regulation (EU) 2019/2088 (“Disclosure” or “SFDR”), variable remuneration also considers employees’ involvement in integrating sustainability risks into investment strategies. Investment and control team employees are made aware of the need to follow investment procedures incorporating non-financial criteria.
The Management Company may also decide at its discretion not to pay bonuses. Guaranteed bonuses are not awarded.

B. Performance Measurements and Employee Evaluation

Performance measurement considers both quantitative (financial) and qualitative (non-financial) criteria. Examples of qualitative criteria include achieving strategic objectives, investor satisfaction, adherence to risk management policy, compliance with internal and external regulations, leadership skills, management, teamwork, creativity, motivation, and cooperation with other operational units and control functions.

Employee performance is documented in a dedicated tool. Employees enter their annual objectives, which are reviewed with their manager and then validated. At year-end, objectives are evaluated based on achievement. This evaluation informs remuneration decisions.

IV. Application of the Proportionnality principle

The Management Company applies the proportionality principle at the company level, considering its characteristics, notably:
· Small size (few employees and identified personnel, and assets under management below €1.25 billion);
· Simplicity of internal organization (simple legal and governance structure, no listing of the Management Company or its AIFs; if a portfolio company is ever listed, the Management Company would sell its stake); and
· Nature and low complexity of its activities (single investment strategy, non-complex products, no leverage in managed AIFs, no branches or subsidiaries, no parallel UCITS management, extremely limited MiFID investment services consisting only of investment advice).

At the company level, proportionality allows the Management Company not to establish a remuneration committee. Proportionality also applies to certain identified personnel whose remuneration structure is particularly simple, relying on:

· A fixed component representing a sufficiently high proportion of total remuneration to allow total flexibility in the variable component;
· Optionally, a discretionary bonus as a variable component.
For this category of personnel, the fraction of variable remuneration corresponding to the discretionary bonus not exceeding €200,000 is paid entirely in cash and in one installment, subject to Lazard’s remuneration policy.

For other categories of identified personnel—specifically Senior Financial Managers—the Management Company has not applied the proportionality principle and has not defined a maximum variable remuneration amount or percentage.

However, the allocation and payment rules for variable remuneration for these categories are governed by Management Company rules to ensure:
(i) alignment of interests between the Management Company, the funds it manages, and investors;
(ii) avoidance of risk-taking incompatible with the Management Company’s or funds’ risk profiles; and
(iii) avoidance of conflicts of interest.
Specifically:
· Variable remuneration amounts are conditional on precise milestones, such as first fundraising and Management Company structuring, and are not intended to adversely affect the Management Company’s risk profile, jeopardize its capital, or create conflicts of interest;
· As a private equity fund manager, portfolio managers invest in ordinary fund shares (in addition to Carried Interest shares they may hold). Given the characteristics of these funds, private equity managers cannot easily pay remuneration in instruments. Therefore, investment in ordinary fund shares is the most appropriate method to meet AIFMD variable remuneration requirements, ensuring sufficient proportion and following the fund-raising schedule. The initial investment will cover nearly all instrument payment requirements for discretionary bonuses in subsequent years.

Investment in ordinary shares inherently incorporates AIFMD principles of deferral, retention, ex-post risk adjustment, and alignment of interests between investors and employees.
Variable remuneration is paid only if justified by company and individual performance, compatible with the Management Company’s financial situation, and does not impair its ability to strengthen capital if needed.
The Management Company applies variable remuneration payment methods to this category of personnel in compliance with AIFMD requirements.

V. Method of Payment of Variable Remunearion

A. Portion of variable remuneration paid in Cash and Financial instruments

For identified personnel whose variable remuneration exceeds €200,000 gross, variable remuneration is primarily paid in cash.However, at least 50% of the variable remuneration will be invested by portfolio managers in ordinary fund shares, considering the specific functioning of private equity funds and the initial investment made by the individuals concerned.

VI. Team subscription to Managed Fund Shares

A. Subscription to Ordinary shares

The Management Team will invest in ordinary shares of the funds under management. This investment ensures both alignment of interests (between the Management Company, the funds, and investors), deferral of a significant portion of variable remuneration, and retention of variable remuneration in instruments, as these types of funds do not distribute any income for a minimum period of five years. Moreover, all or part of variable remuneration will be invested in these ordinary shares. This allows managers to comply with both AIFMD requirements and LP expectations.
Private equity funds have short fundraising periods, so most of this investment will be made upfront,at the fund’s creation, using the managers’ own resources, since no bonus could have been awarded or paid at the first fund’s closing. Subsequent variable (and fixed) remuneration will also be invested during future fund calls.

In any case, amounts invested during the initial subscription period will exceed, in absolute value, the regulatory requirements:
· At least 40% of variable remuneration must be deferred over the three years following the fund’s creation;
· At least 50% of variable remuneration must be paid in instruments.
The bulk of the investment at the first subscription ensures long-term alignment of interests and encourages the Management Team to manage prudently, without incentivizing risk-taking incompatible with the risk profiles, regulations, or governing documents of the relevant funds, in accordance with AIFMD regulatory requirements.

B. Subscription to carried interest for certain category of Personnel

[bookmark: _Toc148106072][bookmark: _Toc148521147][bookmark: _Toc148521552]Additionally, the Management Team, certain investment team members, and some support function employees may invest in certain funds through Carried Interest shares, which are remunerated via an excess return (“Carried Interest from a performance surplus”). This subscription opportunity is in addition to receiving variable remuneration for the employees concerned.
Carried Interest is inherently subject to:
· Deferred payment (conditioned on long-term fund performance);
· Retention requirements;
· Ex-post risk incorporation; and
· Alignment of interests between investors and employees.
Payment is deferred because it is subordinated to:
1. Repayment of capital on ordinary shares;
2. Repayment of capital on Carried Interest shares;
3. Payment of the “hurdle” on ordinary shares.
Carried Interest shares may be offered to both identified and non-identified personnel. Detailed characteristics of the shares are specified in the fund regulations and are subject to negotiation with investors. Carried Interest shares are paid by the subscribers to the Management Company from their own funds.
Consequently, and in accordance with Question 8 of the AMF AIFM Remuneration Guide (August 2013), payments made directly by managed funds to personnel who subscribed to Carried Interest shares exceeding the pro-rata return on investment (performance surplus) may, under the principle of proportionality, not be subject to AIFMD deferral, retention, instrument payment, and ex-post risk incorporation rules. The Carried Interest model already integrates these principles by design.


VII. Communication and reporting

The Management Company will at least annually disclose information on remuneration of risk-takers in the annual reports of the managed funds.
Detailed information regarding remuneration policies and practices for the relevant personnel must be published. It is important that this information is published at least annually and as soon as possible after it becomes available.
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