
The CBI’s goal of the proper and effective 
regulation of financial institutions and 
markets is underpinned by a risk-based 
approach to supervision, alongside a 
credible enforcement deterrent. Themed 
reviews and inspections of firms are an 
important element of the CBI’s supervision 
strategy, with its enforcement strategy 
helping to deliver a credible and effective 
regulatory regime. Regulated entities need 
to ensure that their compliance standards 
are in line with that expected by the CBI, 
in order to be prepared for reviews and 
inspections. 

In line with this strategy, the CBI has 
released its enforcement priorities for 
2015. While these publications are very 
useful, they do create an expectation that 
all industry players have now been notified 
of the areas where the CBI has expressed 
an interest and/or concern regarding the 
industry’s general compliance. 

In 2014 the CBI imposed fines totalling in 
excess of €5 million on regulated entities 
in enforcement settlements, all of which 
related to one or more of the priority areas 
highlighted last year. The CBI has also 
advised that if breaches by low impact 
firms are discovered, the CBI will utilise its 
enforcement powers as all breaches of non-
compliance are regarded as serious. 

In its role as the Single Supervisory 
Mechanism (SSM) which took effect in 
November 2014 the European Central Bank 
(ECB) can take direct enforcement and 
sanctions proceedings against significant 
banking institutions. Following the 
introduction of the SSM the CBI has also 
implemented a new supervisory structure 
including the separation of inspections 
teams from supervisory teams. The 
inspection division will focus on full-scope 
inspections covering a broad spectrum 
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of prudential risks, targeted inspections 
focusing on a particular business area or 
risk and thematic inspections focusing on 
one issue across a group of peers. The CBI 
remains solely responsible for conduct 
supervisory and anti-money laundering for 
financial services entities authorised by the 
CBI.

We have detailed below the key CBI 2015 
enforcement priorities that impact the 
banking, insurance and asset management 
industries and have highlighted how 
PwC can support your firm to evaluate 
and address vulnerabilities around your 
compliance in each of the priority areas.

Prudential Requirements 

The CBI has continued to focus its attention 
on prudential requirements, and in 
particular the areas of large exposure rules, 
reserving and capital adequacy. Prudential 
requirements are paramount to ensuring the 
financial soundness of a regulated financial 
service provider. The accurate measurement 
and effective monitoring of solvency 
levels have been the subject of enhanced 
regulatory scrutiny during the recent 
past. Following the global financial crisis, 
regulators, governments and capital markets 
across the world, require more robust capital 
and liquidity levels and enhanced standards 
of prudential reporting, largely captured 
under the Capital Requirements Regulation 
(CRR/CRD IV) for banking and investment 
firms, Solvency II for insurance undertakings 
and AIFMD and UCITS legislation for asset 
managers.

The CBI has previously advised and 
highlighted the importance of firms having 
a strong risk management and governance 
framework while ensuring they have the 
required processes and procedures in 
place to identify, assess, monitor, manage 
and report on short and long term risks to 
ensure solvency needs are met at all times. 
Firms are required to be able to measure 
the potential impact of material risks and 
calculate capital requirements. A plan must 
be in place which considers management 

actions to realistically restore or improve 
capital adequacy in the case of future stress 
events. 

PwC can help your firm to:

• Ensure that the firm is fully compliant 
with the prudential regulatory framework 
(both quantitative and qualitative) by 
carrying out a compliance assessment 
across key processes and controls 
designed to address each prudential 
objective and developing a subsequent 
remediation programme, if required. 

• Identify the recent changes to the 
prudential regulatory framework that 
impact the firm and assess how they will 
impact on the business, governance and 
operational model.

• Assist in interpreting and operationalising 
significant changes to regulatory 
reporting and disclosure requirements 
and the business processes supporting 
compliance with these requirements. 

• Undertake bespoke Board and executive 
management training programmes / 
briefing sessions on current and future 
prudential regulatory requirements.

Systems and Controls

The pursuit of enforcement actions in 
respect of system and control failures in 
regulated entities was an enforcement 
priority of the CBI for 2014. This remains 
an enforcement priority for 2015 as a large 
proportion of the settlements reached by 
the CBI during the past few years related to 
breaches of requirements in this area. 

Effective systems and controls operating 
consistently throughout each business are 
essential, however, due to new legislation, 
process redesign, operational efficiency 
improvements, new technology and change 
in personnel, to name but a few, weaknesses 
and vulnerabilities can develop. Firms need 
to remain constantly alert for inadvertent 
consequences of operational changes and 
their impact on key regulatory systems 
and controls. Transparency, through 
comprehensive documentation, is one of 
several mitigating strategies that firms 
adopt. Robust systems and controls are 
essential safeguards for all organisations 
to ensure compliance with regulatory 
requirements. 

PwC can work with you to:

• Assess if all key operational processes, 
risks and mitigating controls are properly 
documented.
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• Evaluate self-assessment processes and 
other tests of the robustness of controls, 
and the related reporting on the control 
environment.

• Check the design effectiveness of 
regulatory controls.

• Test the operating effectiveness of key 
controls.

• Identify control gaps, develop 
remediation plans and support the firm’s 
design of processes and controls to 
address gaps.

Timeliness and Accuracy of 
Information 

The timeliness and accuracy of reporting 
to the CBI remains one of the enforcement 
priorities 2015. The CBI requires information 
to be complete and accurate as it helps them 
to effectively monitor the prudential status 
of each firm. Tolerance across international 
regulatory bodies for late and inaccurate 
regulatory information, regardless of 
materiality, has diminished considerably. A 
target of 100% accuracy and timeliness in 
the new required norm and this coincides 
with a significant increase in the volume, 
complexity and granularity of regulatory 
submissions as well as in the level of non-
routine ‘ad-hoc’ reporting requirements to 
the CBI, SSM and other regulatory bodies.

PwC can assess your processes and controls 
around:

• Capturing data from multiple sources 
securely, completely and at the right level 
of granularity and traceability.

• Calculations that support prudential 
reporting, and assessing the security and 
auditability of each.

• Reporting workflow and assessing the 
design with regard to the ability to deliver 
timely and accurate information, while 
at the same time being flexible and 
adaptable to support business change and 
evolving regulatory requirements.

• Providing advice regarding the CBI’s 
expectations for regulatory returns.  

• Examining and analysing your regulatory 
submissions.

• Providing assistance and practical advice 
in relation to regulatory reporting. 

Governance 

In recent years, codes of best practice in 
corporate governance have been published 
across the financial services sector, aimed at 
increasing transparency and accountability 
in firms. These include the revised local 
‘Corporate Governance Code for Credit 
Institutions and Insurance Undertakings’ 
which came into effect on 1 January 2015 
and as well as the governance provisions 
outlined in the Capital Requirements 
Directive, Solvency II and AIFMD to 
name but a few. The CBI expects firms 
to implement a corporate governance 
arrangement in the context of industry best 
practice and that any necessary changes 
are made to ensure consistency across the 
industry. The CBI is focused on ensuring 
that all regulatory requirements and 
industry best practice principles are being 
implemented. 

How can PwC help? 

• Provide an assessment of your current 
governance arrangements compared with 
best practice, including assessing the 
composition, duties and responsibilities 
of the governing board, key committees, 
management teams, control functions and 
the organisational structure.

• Provide assistance in understanding the 
impact of CBI requirements relating to the 
structure of governance in the firm and 
evaluate supporting documentation on 
governance arrangements. 
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• Provide assistance in enhancing the firm’s 
corporate governance programme to 
reflect CBI requirements.

• Provide assistance in the development 
of Terms of Reference for the Board, 
its committees and other management 
committees, and other documents to 
support best practice requirements

PwC can assist you to: 

• Draft outsourcing policies and procedures 

• Conduct a due diligence exercise on 
outsourced service providers. 

• Review your material outsourcing 
arrangements and management 
information to monitor same.  

• Engage with your key control functions 
(Compliance, Finance, Risk, Actuarial) in 
respect of the outsourcing arrangements 
and monitoring. 

• Provide assurance over the effectiveness 
of controls deployed by third parties. 

Outsourcing

It is a fundamental principle that while 
firms can outsource their activities, they 
cannot outsource the responsibility. Firms 
should make sure that appropriate terms 
and conditions are applied to all suppliers 
and outsourcers while ensuring the benefits 
from outsourcing are maximised and costs 
are minimised. Outsourcing should not 
materially increase risk because a risk 
management strategy continues to be 
applied and regulatory requirements are 
met. The types of outsourced activities 
for Financial Services firms range from 
IT and administration to some aspects of 
finance and accounting. However, the firm, 
continues to be accountable, for any third 
party managing the systems, processes 
and people who execute, control, oversee 
and report on operational activities and 
financial transactions and balances. The 
CBI has specifically indicated that it will 
be focusing on an assessment of the risk to 
the valuation process where administrators 
outsource some or all of their Net Asset 
Value calculation process. 

Anti-Money Laundering (AML)/ 
Countering the Financing of 
Terrorism (CFT)

Anti-Money Laundering and Countering 
the Financing of Terrorism are critical 
compliance and business issues which 
remain and will continue to remain under 
the regulatory spotlight. The CBI issued 
a report in early 2015 outlining AML and 
CFT compliance issues in the Irish banking 
sector. The issues identified related to a 
range of banks having incomplete risk 
assessments, deficiencies in the Politically 
Exposed Persons (PEP) on-boarding process, 
non-adherence to AML/CFT policies and 
shortcomings in relation to the coverage and 
timing of automated screening of customer 
databases. Poor governance and breaches 
may not only attract severe sanctions, 
including personal liability and criminal 
sanction, but could also result in significant 
damage to corporate reputation and 
individual careers.

PwC can assist your firm in evaluating AML/ 
CFT compliance by:

• Assessing the firm’s governance 
framework to implement an optimal 
structure to support ongoing oversight of 
AML/CFT compliance.

• Reviewing the AML/CFT risk evaluation 
methodology and assessments carried out 
within your firm, identifying areas where 
risk mitigation plans may be necessary.
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• Conducting a review of the firm’s 
performance against AML/CFT 
obligations, including quality assurance 
testing of Customer Due Diligence 
measures.

• Performing a review of the AML/CFT 
policies and procedures within your 
organisation against AML financial 
crime regulations and industry best 
practice, identifying gaps and assisting 
with the design, documentation and 
implementation of new controls. 

• Designing and implementing optimal 
AML/CFT internal controls and associated 
monitoring processes.

• Testing the design and operating 
effectiveness of business controls that 
support AML/CFT compliance.

• Provision of AML/CFT training (an annual 
requirement) specifically tailored as 
appropriate to accommodate the roles 
and responsibilities at board level, senior 
management and other relevant staff.

Fitness and Probity (F&P)

Another enforcement priority for the CBI in 
2015 is the Fitness and Probity obligations 
which are set out in the Central Bank 
Reform Act 2010. The F&P requirements 
came into effect in December 2011 for 
all regulated financial service providers 
and the regime was fully implemented in 
December 2012. The requirements vary 
regarding Pre-Approved Control Function 
Roles versus Control Function Roles. F&P 
standards assure that staff in impacted 
roles in financial services companies have 
the required qualifications, experience, 
competence and capacity, appropriate to 
the relevant function/role. It seeks to assure 
that staff in impacted roles are competent 
and capable and that they carry out their 
responsibilities in an honest, ethical 
manner while acting with integrity and 
being financially sound. Companies should 
monitor and keep a record of all staffing 
requirements under the F&P regulations. It 
is important to note that in September 2014, 
the CBI published a guidance note on F&P 
which included six additional PCF roles, 
including, Chief Operating Officer, Head 
of Claims, Signing Actuary, Head of Client 
Asset Oversight, Head of Investor Money 
Oversight and Head of Credit.

 PWC can assist you with: 

• Assessing that all the required 
information has been obtained. 

• Audit your Pre-Approved Control 
Functions and Control Function role 
definitions and assess if staff members are 
in the appropriate category. 

• Assess whether appropriate due diligence 
for all Control Function roles has been 
carried out. 

• Conduct sample based testing to 
ensure that all information collected 
in compliance with F&P standards is 
documented and complete. 

• Prepare candidates for PCF roles prior to 
CBI panel interviews

Code of Conduct on Mortgage Arrears 
(CCMA)

The CCMA requirement that credit 
institutions have a comprehensive (i.e. 
sustainable and fair) strategy and framework 
in place to provide appropriate solutions to 
borrowers in mortgage arrears and pre-
arrears has been a significant challenge for 
firms. The CBI has advised that mortgage 
lenders should test their compliance with 
the revised CCMA which came into effect in 
July 2013. This Code replaces the previous 
Code of Conduct on Mortgage Arrears which 
became effective in January 2011. 

PwC can help you to assess:

• The effectiveness of strategies to assist 
borrowers before they fall into arrears.

• The robustness of internal governance 
and management structures to deliver on 
the Mortgage Arrears Resolution Process 
(MARP) strategy.

• The adequacy of resources and internal 
infrastructure to support the strategy.

• The effectiveness of additional 
approaches in terms of longer term 
solutions to assist customers with 
unsustainable mortgages.

• The policies, procedures and controls 
against the requirements of the CCMA.
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Consumer Protection Code (CPC) 

CPC is a continuing priority for the CBI as all 
Irish providers are required to comply with 
its requirements. The CBI has highlighted 
the areas of suitability of sales and fair 
treatment of customers as key priorities. It 
is important to note that the CBI also issued 
the first Consumer Protection Outlook 
Report in February 2015. This report 
includes priority focus areas such as, sales 
staff remuneration benefits, 

ongoing monitoring of market developments 
through the various channels, monitoring 
of mortgage lenders’ compliance with 
the CCMA and their work on responsible 
lending, the sale of products on an 
execution-only basis and the sale of long 
term products. 

 How can PwC help?

• Review the overall CPC compliance 
framework and supporting processes 
within your organisation. 

• Test the design and operating 
effectiveness of business controls and 
management information that support 
CPC compliance.

• Review Consumer Protection risk 
frameworks 

• Review the approach to and the structure 
of advertising compliance within the 
organisation, i.e. how compliance is 
organised and embedded within the 
advertising process. 

• Conduct a review of the firms 
interpretation of CPC or specific sections 
of CPC 

• Provide advice on options regarding sales 
staff remuneration structures 

MiFID Conduct of Business Rules 

A fundamental aspect of the Markets in 
Financial Instruments Directive (MiFID) 
legislation, and a continuing priority of the 
CBI, is consumer protection and ensuring 
that clients are treated fairly. In order to 
assess whether firms are acting in the best 
interests of their consumers investing in 
MiFID products, the CBI will be conducting 
reviews related to this area in 2015. 

Client categorisation and suitability 
requirements are additional areas of focus. 
The regulations require investment firms 
to categorise clients as professional, retail 
and eligible counterparty and firms are also 
required to provide clients with sufficient 
information to assist in determining product 
or transaction suitability. 

We can assist you in addressing the focus areas 
of these reviews by:

• Conducting a review of your firm’s 
performance against certain predefined 
obligations within MiFID.

• Evaluating client categorisation process. 

• Carrying out mystery shopping and 
documentation reviews. 

• Conducting an assessment of your firm’s 
processes for compliance with product 
suitability requirements. 

• Reviewing the conduct of business 
compliance processes within your 
organisation.

• Reviewing the approach to and the 
structure of compliance within your 
organisation, including how compliance is 
organised and embedded.

• Testing the implementation of MiFID 
within your organisation. 

Client Asset Requirements 

The CBI has advised that they will undertake 
a review of investment firms’ compliance 
with client asset legislation in 2015. While 
the CBI will be reviewing compliance against 
old Client Asset Requirements, it is expected 
they would also be reviewing investment 
firms’ preparedness for the new rules, as 
part of their review. The CBI is committed 
to ensuring robust protections are in place 
for investors at all times. Firms need to 
implement procedures and have controls 
in place regarding client assets and the 
CBI has reiterated that where inadequate 
safeguards are in place, the cost of fines 
and/or remediation could be significant. 
While firms have up to 1 October 2015 and 1 
April 2016 to implement the Client Asset and 
Investor Money Regulations respectively, 

we would expect the CBI to maintain client 
assets as an enforcement priority throughout 
2015 and 2016. 

PwC can assist you to evaluate your 
compliance with client asset requirements by:

• Assessing relevant control procedures 
and documentation around segregation 
of client funds, designation of accounts, 
daily and monthly reconciliations, daily 
calculations, written confirmations and 
client statements.

• Undertaking design and operating 
effectiveness reviews of your firm’s 
controls over client asset arrangements.

• Conducting governance reviews to assess 
the effectiveness of the firm’s governance 
framework, including reporting lines, 
roles and responsibilities. 

• Testing the operating effectiveness of 
your firm’s controls over client asset 
arrangements.

• Assessing the completeness and 
relevance of your firm’s existing policies 
and procedures over client assets/ 
investor money as required under the 
new Regulations, including advice on 
the documentation of the Client Asset 
Management Plan (CAMP) / Investor 
Money Management Plan (IMMP) and 
appointment of the Head of Client Asset 
Oversight (HCAO) / Head of Investor 
Money Oversight (HIMO).
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+ 353 1 792 8559
john.mcdonnell@ie.pwc.com

Brian Neilan 
Partner, Insurance 
+ 353 1 792 8537 
brian.neilan@ie.pwc.com
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Partner, Asset Management 
+ 353 1 792 8542
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