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About the 2018 Survey 
Corporate governance continues to be a 
topic attracting attention from regulators 
around the world. Indeed, in Ireland the 
focus of the Central Bank of Ireland (“CBI”) 
on governance practices has never been 
greater. The CBI’s CP 86 Consultation on 
Fund Management Company Effectiveness 
- Delegate Oversight (“CP 86”) consultation 
process was completed at the end of 2016 
and management companies should now 
be operating in accordance with the new 
requirements which became effective on 1 
July 2018. 

The aim of this survey is to gather insights 
from the boards of Irish funds and 
management companies in order to compile 
a comprehensive assessment of the 
implementation of corporate governance 
across the Asset and Wealth Management 
industry in Ireland in 2018. 

In 2013, PwC published the first survey of 
corporate governance practices in the Irish 
funds industry (“the 2013 Survey”).1 This 
2018 survey asks some of the same key 
questions which remain relevant, to enable 

us to pick up on some key trends in the last 
five years. Also, where relevant, we draw 
comparisons to the PwC Luxembourg Fund 
Governance Survey 2016 (“PwC 
Luxembourg Survey”),2 to highlight where 
practices in these two important funds 
jurisdictions either converge or differ. 

Breakdown of Survey
The survey was divided into the following 
key areas of interest:

The Board
• Board Composition: examines the size 

of boards, and the balance between 
executive/group and independent 
non-executive directors; 

• Board Organisation: looks at how 
boards are organised and run, with 
regard to the number of board meetings 
each year, board materials and 
reporting;

• Roles and Responsibilities of the Board: 
examines board effectiveness reviews, 
board training, management style, 
relationship with the parent company/
promoter and oversight of outsourcing. 

Management Company Effectiveness
• We focus on the appointment and role 

of Designated Persons (“DPs”) as well 
as their relationship with the board. This 
is particularly relevant in light of the 
issuance of the 3CBI Fund Management 
Company Guidance (hereinafter referred 
to as the “CBI Guidance”) in December 
2016, as a result of the CP 86 
consultation process. 

• We take an in-depth look at the area of 
Delegate Oversight, taking into account 
the CBI Guidance. In particular, we 
examine the areas of Investment 
Management, Risk Management and 
Distribution and the involvement of the 
board in agreeing and setting relevant 
strategies and monitoring the adequacy 
of controls in place. We also look at the 
management of conflicts of interest by 
boards. 

We then assess the readiness of boards for 
the implementation of CP 86 at the time the 
survey was completed and the controls 
boards were putting in place to ensure 
compliance from 1 July 2018. 

Regulation and Trends

The survey identifies the key regulatory 
topics and developments which boards 
believe require their attention, both now and 
going forward. 

Brexit

Finally, we examine the board’s involvement 
in assessing the impact of Brexit on their 
funds/management companies and their 
interaction with the investment manager in 
this regard. 

Introduction
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Our Sample
The Corporate Governance Survey was 
completed over a period of six months 
between November 2017 and April 2018. 
The survey was completed at entity/board 
level, and an equal number of investment 
funds and management companies was 
targeted. 29 entities/boards participated in 
the survey, split between 13 funds and 16 
management companies. This sample of 29 
boards is predominantly made up of super 
management companies (management 
companies authorised as both a UCITS 
management company and AIFM) (“super 
manco’s”) (45%) and self-managed UCITS 
funds (38%). 

In terms of the asset size of participants, 
52% have between €10bn and €50bn in 
assets under management (“AUM”) while 
the next largest category (28%) represented 
an AUM of between €1bn and €10bn. 

As there were more management company 
participants than investment funds, all 
investment strategy types are represented 
with the majority of participants (55%) 
having a mixture of strategies, covering 
UCITS complex and non-complex, 
exchange traded funds (“ETFs”), money 
market funds (“MMFs”) and hedge funds.

If we look at the geographical distribution of 
our respondents and more specifically the 
location of the promoter or parent company, 
31% are UK based followed very closely by 
the US at 28%. Other countries (24%) 
include Australia, Bermuda, Canada, Italy, 
Japan and Switzerland. 17% are located in 
Ireland.

The respondents who completed the survey 
on behalf of each board consisted of board 
members (72%) and non-board members 
(28%).

Highlights and Key Trends
• We are seeing an increase in the 

number of non-directors assigned to a 
DP role under CP 86. A significant 
number of those now filling this role are 
employees of the promoter/investment 
manager, whereas pre-CP 86, only 
directors (either Irish or non-Irish 
resident) or Irish resident secondees 
could take on responsibility for 
managerial functions

• Cybersecurity and GDPR are areas 
where boards are focussing a lot of their 
time and attention, from both a strategic 
and operational perspective, and are 
top of the board’s agenda for a number 
of those surveyed

• Diversity in relation to composition of 
the board is not a priority. Given how 
topical the diversity and inclusion 
(“D&I”) agenda has been, it’s surprising 

to report that none of our survey 
respondents rated this as the most 
important factor when appointing a new 
director to a board

• Risk Management is receiving 
increased attention, further evidenced 
by the fact that two of the six 
managerial functions in CP86 relate to 
risk management – fund risk 
management and operational risk 
management. However 14% of 
respondents reported they have no risk 
management framework in place, 
highlighting that there is still some work 
to be done in this area

• There is a focus from the CBI on 
conduct risk and culture across all 
sectors

• Distribution: 

Distribution is one of the managerial 
functions under CP 86, however we 
found that the expertise for this function 
tends to remain with the promoter/
investment manager: 76% have 
appointed an entity within the 
investment manager as global 
distributor of the funds

MiFID II and PRIIPS: require enhanced 
disclosures to investors and therefore 
have also been an area of focus for 
those surveyed

• Brexit: for those firms who are looking 
to establish an authorized entity in 
Ireland in order to ensure they have an 

EU27 presence post Brexit, the clock is 
ticking as the CBI have indicated that 
any applications received after the end 
of June 2018 cannot be guaranteed to 
be authorised by the end of March 
2019.

Ken Owens 
AWM Advisory Leader

29 entities/boards 
participated in the survey, 

split between 13 funds and 16 
management companies. 
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Our survey revealed the average number of 
directors serving on a board is six. This has 
increased by one since we last conducted 
this survey in 2013.1

The range reported spanned from three to 
nine with the majority (59%) having either 
five or six directors. 

On average, independent directors make up 
43% of boards. This has changed little since 
our last survey where 41% of board 
members were reported as being 
independent. 17% of respondents reported 
they have just one independent director on 
their board, adhering to the minimum 
requirements of the Irish Funds Corporate 
Governance Code for Collective Investment 
Schemes and Management Companies (the 
“Irish Funds Corporate Governance Code”).4 
The remaining 83% have two or more 
independent directors. 

Composition of the Board

55%
43%

2%

  Employed by the company/fund promoter 
or group entity

 Independent Director

  Employed by a service provider or 
advisor

Independent directors
When considering the appropriate number 
of independent directors for appointment to 
a board, it is worth noting the additional 
responsibilities recently assigned to them: 
the new Organisational Effectiveness (“OE”) 
role introduced by CP86 must be assigned 
to an independent director; and there is an 
increasing expectation that the role of the 
chairman should also be filled by an 
independent director. Taking into 
consideration these are two additional 
duties falling to independent directors, we 
were somewhat surprised to report that 
there has not been a more significant 
increase in the percentage of independent 
directors on boards.

There are no distinctions in the 
responsibilities of executive versus 
independent directors under Irish company 
law, however the role of the independent 
director is crucial in order to ensure that the 
board, as a whole, functions effectively. 
They can bring an independent and external 
perspective to the table, since they are not 
immersed in the day-to-day running of the 
business in the same manner as executive 
directors. They should actively and 
constructively challenge, monitor and 
evaluate senior management within the 
organisation, particularly in terms of meeting 
company goals and aligning strategy. 

The area of independent boards is a hot 
topic, not just in Ireland, but worldwide. 
Currently, regulations in Ireland do not 
impose any majority of independent 
directors on boards, but we are seeing 
increased focus elsewhere on board 
composition. 

Board Composition
On average, 

independent 
directors make up 

43% of boards

                    
                    
                    
                    
                   



AWM Corporate Governance Survey 2018 5

It was reported by the Independent 
Directors Council (“IDC”) and the 
Investment Company Institute (“ICI”) in the 
Overview of Fund Governance Practices, 
1994–2016:5

“ Between 1996 and 2016, the number of 
complexes reporting that independent 
directors hold 75 percent or more of 
board seats rose from 46 percent to 
84 percent. Current SEC rules require 
only that funds relying on common 
exemptive rules have boards with a 
majority of independent directors.” 5

Taking into account the continued scrutiny 
on board composition, we expect to see an 
increase in the number of independent 
board members in the coming years. 

Board expertise
It is essential that the board has a good 
balance of skills and expertise in a wide 
range of areas. We asked the survey 
respondents to select the main areas of 
expertise for each of their board members. 
In many cases, more than one area was 
selected for an individual board member, 
which reflects the wide pool of experience 
represented. 

Fund governance/professional director, 
investment management and finance/
accounting were the top three areas 
selected. I.T. is the most under-represented 
area, and as this is becoming an 
increasingly essential part of every 
business, this is something boards may 
seek to address in the near term as they 
conduct their board composition reviews. 

Appointment Procedures
69% indicated that there are formal 
documented procedures for the 
appointment of new directors to the board. 

Board expertise % of board members

9%

11%

14%

20%

24%

24%

25%

28%

30%

36%

38%

Other

0% 20% 40% 60%

I.T.

Tax/audit

Custodian/depositary

Distribution

Legal/compliance

Risk Management

CEO/ Managing Director

Fund Administration/ Operations

Finance/ Accounting

Investment Management

Fund Governance/ Professional Director

For executive directors, 17% of respondents 
said there are no written terms of 
appointment which outline their roles and 
responsibilities. This is surprising 
considering the fact that the Irish Funds 
Corporate Governance Code requires a 
written letter of appointment for each 
director. For independent directors the 
numbers are more encouraging and just 3% 
do not have written terms in place. 

89% of new or replacement directors are 
sourced as referrals from either existing 
board members or existing service 
providers. This result has increased from 
84% when last surveyed in 2013, which 
highlights the continuing trend of looking to 
the strong network within the industry when 
populating the board. 
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Term limits
In 90% of cases, there is no term limit for 
directors on the board. This could call into 
question how independent a director can 
continue to be after serving on a board for a 
significant period of time.

No formal regulation has been introduced to 
enforce term limits, but this is an area that is 
under increasing scrutiny. 

6The EU has issued recommendations on 
the role of independent/non-executive 
directors, stating that after 12 years sitting 
on the board, they would no longer be 
considered independent. Similarly in the 
UK, in the 7Financial Conduct Authority 
(“FCA”) “Asset Management Market Study 
remedies and changes to the handbook – 
Feedback and final rules to CP17/18”, it is 
stated:

“ We proposed that independent directors 
can serve for no more than ten years 
at once, and that directors may not be 
eligible for reappointment to the same 
AFM until five years from the end of 
their last term.” 7

Also the UK Corporate Governance Code 
issued by the Financial Reporting Council 
states that:

“ Non-executive directors who have 
served longer than nine years should be 
subject to annual re-election.” 8

Similarly, the Institute of Directors in Ireland 
includes the following in their FAQs on their 
website:

“ It is generally recommended that non-
executive directors should stand for 
re-election every three years and, in 
order to maintain independence, a non-
executive director should generally not 
serve on a board for longer than nine 
years. In some instances, non-executive 
directors may be subject to annual 
re-election.” 9

10 In the US:

“ The debate over board tenure 
centres on whether lengthy board 
service negatively impacts director 
independence, objectivity, and 
performance. Some investors believe 
that long-serving directors can become 
complacent over time—making it 
less likely that they will challenge 
management. However, others question 
the virtue of forced board turnover. 
They argue that with greater tenure 
comes good working relationships with 
stakeholders and a deep knowledge 
of the company. One approach to this 
issue is to strive for diversity of board 
tenure—consciously balancing the 
board’s composition to include new 
directors, those with medium tenures, 
and those with long-term service.” 7
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Succession Plans
Only 24% of those surveyed have formal 
succession plans in place for their directors. 
It is difficult to plan for every eventuality, but 
it would be prudent to have formal 
consideration of contingency plans for 
replacing directors on the board, especially 
for those coming close to the end of their 
term of appointment. This ties in with the 
theme around term limits – given that in 
most cases there is no limit as to how long a 
director can serve on a board, boards may 
think it seems irrelevant or unnecessary to 
plan for their replacements.

Board Diversity
When asked what are the most important 
factors in appointing a new director, 
“Knowledge and Expertise” was the firm 
favourite, ranked as number one in 72% of 
cases. This was followed by “Prior 
Experience” as the second most important 
factor. Somewhat surprisingly, “Diversity” 
ranked the lowest, and was selected as the 
least important factor by 59% of 
respondents. In fact, no participant ranked 
this as the most important factor.

Diversity is an issue that is receiving 
continued focus from the CBI. In May this 
year, Deputy Governor Sharon Donnery 
delivered a speech at the Central Bank of 
Malta 50th Anniversary Conference entitled 
“The importance of diversity in central 
banks and supervised entities”. In this 
speech, she asked “Should regulation 
support gender diversity?”,11 and stated 
that there is “evidence that policymakers 
should take action to support greater 
diversity at senior management levels.” She 

went on to state “We would prefer to see 
the firms we supervise taking steps to 
increase diversity levels on a voluntary 
basis. But in the absence of improvements 
in diversity at senior levels in regulated 
firms, the Central Bank will have to consider 
whether it is necessary to put specific 
requirements in place.”

In 2017, the CBI published data on the level 
of gender diversity at senior levels of 
regulated entities and will continue to do so 
on an annual basis.12

Of course, it is not solely gender diversity 
that requires focus. Firms need to consider 
a range of factors including age, ethnicity, 
sexual orientation, education, nationality, 
disability and beliefs, amongst others. 

PwC’s 2016 global, cross-industry survey of 
Diversity & Inclusion (“D&I”) programme 
leaders highlighted that globally, 
organisations are committing to D&I at 
higher rates than ever, with 87% of 
respondents indicating that D&I is a stated 
value or priority for their organisation. 
However, despite this commitment, even 
those who lead and execute their 
organisation’s D&I programmes 
acknowledge there is a long way to go, with 
nearly half of respondents agreeing or 
strongly agreeing that diversity is a barrier 
to employee progression at their 
organisations.13

In another recent PwC survey14 more than 
80% of millennials say that an employer’s 
policies on D&I are an important factor 
when deciding where to work.

Only 24% of those 
surveyed have formal 

succession plans in place 
for their directors

Diversity ranked the least 
important factor in 

appointing new directors
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PwC’s 2017 Annual 
Corporate Directors 
Survey 
Is your board diverse enough?15

Board diversity has been a high priority 
for institutional investors for several 
years, and the focus increased in 2017. 
For example, State Street Global 
Advisors voted against the election of 
directors at 400 companies that had no 
female board members, and in their 
judgment, had not made sufficient 
strides in adding gender diversity to 
their boards. And following the 2017 
proxy season, BlackRock announced 
that it had voted for eight of nine 
shareholder proposals on board 
diversity in 2017. At five of those 
companies, it also voted against board 
members for “failure to address investor 
concerns” on the issue.

Diversity and board performance

By and large, directors recognize the 
value of gender and racial diversity in 
the boardroom. The vast majority think 
that it brings unique perspectives to the 
boardroom (94%) and that it enhances 
board performance (82%).

How does D&I contribute to delivery of 
business performance goals?

What mechanisms are in place to monitor 
and respond to what is working - and what 
is not?

How are D&I considerations incorporated 
into business decisions on key topics such 
as customers, products, and location?

How effectively do programmes create a 
more inclusive environment, and not only a 
more diverse one?

How are leaders held accountable for D&I 
results?

Moving forward: 

Questions 
to ask about your 

Diversity & Inclusion 
agenda

So what can you do to make sure you’re 
getting the most out of your D&I 

investments, and creating opportunity 
for current and future employees? 

Begin by asking these 
questions about your 

organisation
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Board Meetings
Frequency & Attendance

The boards surveyed are meeting on 
average eight times each year. This number 
varies depending on the type of 
respondents: boards of self-managed 
UCITS and UCITS with an external 
management company meet on average six 
times a year, while boards of management 
companies (AIFM’s, UCITS and super 
manco’s) reported meeting an average of 
ten times each year.

The 2013 survey reported an average of five 
board meetings per annum. We are 
therefore seeing a growing trend of 
increasing board oversight with meetings 
being held more frequently than the 
previously traditional quarterly schedule – a 
number of survey respondents commented 
that they are having more and more 
additional ad hoc meetings. 

We are pleased to report that physical 
attendance of directors at board meetings is 
strong at an average of 84%, this number is 
up from the 78% reported in the 2013 
survey. 

An average of 15% of business is 
conducted outside of the formal board 
meeting setting. Document signing/approval 
and dealing with errors and breaches are 
the most common types of activities 
conducted. While it is unavoidable for some 

issues to arise that require urgent attention 
outside of the board meeting schedule, 
boards should try to keep these to a 
minimum – face-to-face discussion of key 
issues should remain the standard practice.

Board Organisation

Activities outside board meetings % of total respondents

0% 20% 40% 60% 80% 100%

Other

Review and signoff
 of operational reports

Approval of shareholder activity

New product launches

Due diligence visits/ reviews

Approval of below minimum
Subscriptions/redemptions

Issue management
(errors/breaches)

Document signing/approval

28%

38%

48%

52%

52%

79%

86%

7%

The boards surveyed are 
meeting on average eight 

times each year
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Duration and Agenda

Boards have to dedicate a significant 
amount of time to the role, in both preparing 
for and attending board meetings. 

Meetings range in length from two to ten 
hours, with the average being four. On 
average it seems meetings are longer in 
Ireland than in Luxembourg, where the 
results ranged from two to four hours. 

Almost all participants indicated that a 
standard formal agenda was in place for 
each board meeting – this helps from an 
efficiency and effectiveness perspective but 
it does call into question how much time 
there is available at each meeting for the 
board to consider other important and ad 
hoc topics such as overall strategy. 

These standard agendas tend to include the 
typical vast array of key reports requiring 
attention from the board at varying 
frequencies – the charts below attempt to 
give a visual representation of the sheer 
volume of items reported and their related 
frequency. 

Meetings range in length 
from two to ten hours, with 

the average being four

 Annually 

 Periodically

 At each meeting

 % of survey respondents for whom each 

category represented in the graph is relevant

The top agenda items in terms of frequency 
(at every board meeting) and applicability 
(for 93% to 96% of respondents) are: 

• Fund administration report, depositary/
custodian report, investment manager 
report, compliance report, investment 
restrictions breaches report, investor 
complaints report

It is clear that regulatory and compliance 
items are topping board’s agendas, and 
have increased in importance since the 
2013 survey (70%). Frequency of items on board meeting agenda  Chart 1 of 2

Frequency as % of total respondents for which the item is relevant

93% 93% 93% 93% 89% 89% 89% 85% 79%
71%

36%
21% 18%
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Board Charter
59% of those surveyed reported they 
operate in accordance with a board charter. 
It is surprising that 41% therefore do not. 
Many respondents commented that they 
consider the business plan/programme of 
activity to act as the board charter.

For best practice, we would highly 
recommend implementing a board charter 
(also referred to as terms of reference). 
Created thoughtfully, the charter can help 
avoid duplication of work either with the 
board or other committees. It should 
address membership requirements, meeting 
frequency, expected reporting (to the board, 
from executives/delegates) and the scope of 
its authority. It should also outline the core 
responsibilities of any committees.

Frequency of items on board meeting agenda  Chart 2 of 2
Frequency as % of total respondents for which the item is relevant
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81%

74%

58%
46%
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 Periodically

 At each meeting

 % of survey respondents for whom each 

category represented in the graph is relevant

e.g. for the “Depositary/custodian report” 

category, 90% of survey respondents indicated 

that this report is on the board agenda. Of this 

90%, 96% reported this is presented at each 

meeting, 4% periodically etc.
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Invitation of non-board 
members
It is expected that the board invite a 
selection of external representatives to 
board meetings in order to provide expertise 
on a variety of topics. The most frequently 
invited people are the compliance officer, 
risk manager, administrator and DPs, all 
who attend most board meetings. 

It is also good practice for a board to look 
for external independent advice periodically 
on certain issues - those surveyed reported 
that regulation (90%), tax (83%) and 
accounting (76%) are the main areas for 
which such advice is sought. 

Executive Sessions
75% of respondents confirmed they hold 
executive sessions of directors only at least 
once per year. These sessions are an 
important opportunity for the directors to 
discuss confidential issues, reflect on 
strategy direction, and assess the 
performance of third party service 
providers. 

Frequency of non-board member involvement in board meetings 
Frequency as % of relevant 
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% of respondents for whom non-board member involvement is relevant

93%

4%
4%

89%

7%
5%

81% 81% 80%

8% 7% 8%

4%4%

8% 11% 8%

79%

13%

8%

77%

8%

4%

12%

66%

17%

3%

14%

63%

13%

25%

50%

38%

13%

44%

11%

44%

13%

52%

9%

26%

5%

63%

5%

26%

4%

61%

29%

7%

22%

78%

 At each meeting       Periodically       Annually       Report via designated person 

 % of survey respondents for whom each category represented in the graph is relevant 

e.g. for the “Fund Administrator” category, 90% of survey respondents indicated that the Fund Administrator was involved in Board Meetings. Of this 90%, 

81% reported involvement at each meeting, 8% periodically etc. 
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Board papers – information 
overload? 
The appropriate distribution of board papers 
containing sensitive information remains a 
topical concern. 86% reported receiving 
board papers through a web-based 
application: a huge increase from the 15% 
reported in the 2013 survey.1 While this 
increasing trend is encouraging, it doesn’t 
come without its associated risks around 
cybersecurity, a continuing area of concern 
for all companies.

Board packs continue to increase in volume: 
45% of board packs have 301 – 600 pages, 
and 21% have 601 – 900 pages; significant 
increases from the average of 132 pages 
reported in our 2013 survey.1

It’s not surprising to report that directors are 
spending an average of six hours reviewing 
these packs prior to a board meeting. It 
would seem that Irish directors are 
dedicating more of their time than their 
Luxembourg counterparts, where it was 
reported an average of 3.5 – 5.5 hours are 
spent reviewing materials.

Formal Committees
65% of those surveyed confirmed that they 
have established one or more sub-
committees. Investment committees, audit 
committees and valuation committees are 
the most common (one third of respondents 
having these in place in each case). All 
respondents with a sub-committee 
confirmed there is a clear charter/terms of 
reference in place. 

We see this as a positive trend whereby 
boards are ensuring these important topics 
are receiving the attention they need with 
relevant committee members. We expect to 
see a further increase in coming years in the 
creation of audit committees as a result of 
the Audit Reform Directive. 

The composition of these committees 
includes a number of non-directors: in the 
case of risk and valuation committees, 
board directors are actually in the minority.

Formal committees established 

7%

7%

10%

14%

21%

28%

31%

34%

Nomination committee

Governance committee

Remuneration committee

Other

Risk committee

Valuation committee of
Investment Manager/Board

Audit committee

Investment committee

% of total respondents

65+35+H65%
65% of those surveyed 
confirmed that they have 
established one or more 
sub-committees



 







AWM Corporate Governance Survey 2018 14

Committee Membership
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Some of these committees meet as often as 
the main board meetings occur: 

Committee Average meeting 
frequency

Risk Committee 10

Valuation Committee 10

Investment Committee 8

Audit Committee 5

Time Commitment & Other 
Directorships
In terms of time commitment by directors 
for their role, the responses varied widely by 
type of director and type of entity. Of course 
we would expect to see a director on the 
board of management company responsible 
for a number of different funds to have a 
higher time commitments as compared to a 
director on the board of a self-managed 
UCITS. In our sample, for management 
companies, executive directors reported an 
average of 17 days, as compared to 
non-executive directors at 12 days. For 
self-managed funds, the average numbers 
are much lower, at 7 days for both director 
types.

We expect to see most (independent) 
directors have a portfolio of other entities 
where they also sit on the board. When 
asked the number of other directorships 
held, the average came in at a modest 14 
per director. The range per director did vary 
widely, and 23% reported having 20 or more 
other directorships. When analysing these 
results, it is important to take into 
consideration our survey population, as a 
number of these other directorships 
reported will include non-Irish funds, 
master-feeder and Special Purpose 
Vehicles (“SPVs”). 

Average annual time commitment in days

Executive directors Chairman Independent director Non-executive directors
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17

15 15

12

7

11

6 7

 ManCos     Self-managed UCITs

However, it is still important to highlight that 
those who have seats on more than 20 
boards need to ensure that they can 
demonstrate they have the capacity to 
effectively carry out their duties. 
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The CBI conducted a thematic review in 
2015 entitled “Review of the Number of 
Directorships held by Individuals within the 
Investment Funds Industry.”16

As a result of this review, the CBI advised 
that where a director works at least 2,000 
hours a year, including commitments to at 
least 20 fund boards, they will deem that 
individual to be at a high risk of not being 
able to fulfil their board roles to an 
appropriate standard. The review also 
focussed on the additional time 
commitments required for managing 
additional sub-funds. 

48% of respondents confirmed that their 
directors disclose their other directorships 
either quarterly or at every board meeting 
while 35% disclose these annually. 
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Board Effectiveness Reviews
83% of boards perform a board 
effectiveness review both on an annual 
informal basis and a formal basis every 3 
years. We would expect to see most 
companies do this as this is set out in the 
requirements of the Irish Funds Corporate 
Governance Code.4 This is a marked and 
encouraging increase as compared to the 
2013 survey where only 9% were doing this.

There appears to be a trend in formalising 
the annual informal review, whereby 41% of 
those surveyed carry out a formal/written 
assessment.

90% say the formal review is undertaken by 
a formal self-assessment. Only one 
respondent reported that the formal review 
is performed by an independent party. It is 
worthwhile for boards to consider how 
thorough and objective these reviews are if 
they are only ever performed on a self-
review basis: are boards being appropriately 
challenged? Also, directors charged with 
the newly created OE role under CP86 must 
review board composition and organise 
periodic board effectiveness evaluations.

Items that the reviews encompass include 
directors’ time commitments, board 
activities, size and composition, processes 
and behaviours. 

It is important that boards actually do 
something with the results of board reviews, 
that it is more than just a tick the box 
exercise. 15During a 2017 survey conducted 
by PwC in the US, it was reported that more 
than two thirds (68%) say that their board 
has taken some action in response to their 
last board assessment. 

Roles and Responsibilities of the Board

Board performance review

Majority review performance 
both annually and every 3 years

Annual informal review & Formal 
review at least every 3 years

Annual informal review only

Other

10%

55%

35%

Format of annual board review

Both discussion at board meeting 
and written self-assessment

Discussion at board meeting

Written self-assessment

96%

4%

Format of board review every 3 years 

Formal self-assessment

Independent review

83%

14%
3%
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Board Training
90% of new directors receive induction 
training on appointment to the role. 

With regards to ongoing training: anti-
money laundering (AML), legal and 
regulatory, and cybersecurity are the top 3 
areas where training is provided to 
directors. However directors are also 
increasingly taking responsibility in 
educating themselves on key issues: risk 
management, products and digitalisation 
are the top 3 areas where directors seek 
training on a personal basis. 

17Likewise in PwC’s 21st CEO Survey 
“Optimistic CEOs and buoyant growth, yet 
disruption looms - Key findings from the 
Asset and Wealth Management Industry”, it 
was reported about a third of AWM CEOs 
report being concerned about cyber threats 
and the speed of technological change – it 
is not surprising then that this is an area 
where those charged with governance are 
seeking to educate themselves. 

Ongoing education and training is not just a 
matter of best practice – in this incredibly 
fast moving industry with ever changing 
regulations and industry advancements, it is 
essential. 

In terms of formal education for the role as 
director, this number is low across the 
population, with an average one director on 
each board having completed training such 
as the Certified Investment Fund Director 
Programme, or the Chartered Director 
Programme with the Institute of Directors in 
Ireland.

Director training
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e.g. in relation to Risk Management training, 90% of respondents reported receiving this training. Of this 

90%, 71% reported the training is provided to the board, while 29% report the directors take the training on 

a personal basis

Anti-money laundering 
(AML), legal and regulatory, 
and cybersecurity are the top 
3 areas where training is 
provided to directors
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Management style
When asked about the management style of 
their board, all respondents selected “Active 
board discussions on existing key issues, 
high level oversight and management by 
exception”. In 83% of cases they also 
selected one of the remaining management 
styles reflected in the chart below.

The board is required to be independent 
from the promoter/parent company, and 
when asked this, there was an even split in 
the responses between those that consider 
the board as “truly independent from the 
promoter/parent” and those that report that 
the board has a “distinct, separate position 
from the promoter/parent, but most board 
members are executive directors.” We can 
link this back to our earlier question where 
we reported that on average, 57% of the 
boards are made up of executive/group 
directors. Only 4% reported that the board 
can be seen as an integral part of the 
promoter’s operation. 

Strategy Oversight
Almost half of the respondents reported 
discussing company strategy viability at each 
board meeting. Strategy oversight is one of 
the board’s core responsibilities. Investors 
want to know that directors are heavily 
involved in evaluating, challenging and 
monitoring the company’s strategy, and 
calling for a change of course when needed. 
We would encourage directors to make 
strategy discussions a priority at every board 
meeting – there is a duty of care to investors, 
and this should include a continued focus on 
strategy. 18Indeed in the UK, the FCA have 
formalised this duty of care to investors:

Management style of board

0% 20% 40% 60% 80% 100%

31%

38%

59%

59%

100%

Rati�ed issues mainly decided 
in-between board meetings (for example 

by circular resolutions)

Issues decided in-between board meetings 
(for example by circular resolutions) and 

approved at board meetings

Detailed management of all decisions 
impacting fund administration, fund 

management and distribution

Active board discussions on 
forward-looking strategy

Active board discussions on existing key 
issues, high level oversight and manage-

ment by exception

% of total respondents

Almost half of the 
respondents reported 

discussing company strategy 
viability at each board 

meeting

“ There is an existing duty on AFMs [authorised fund manager’s] to act in the best 
interests of fund investors. In our view, as part of fulfilling this duty, AFMs should 
assess and justify to their fund investors the charges taken from the funds they manage 
in the context of the overall service and value provided. We believe this is important as 
AFMs are the agents of the investors in their funds; they are not just product providers. 
In CP17/18 we called this a consideration of ‘value for money’ (VfM). We have found 
that AFMs generally do not consider robustly whether they are delivering VfM, despite 
their existing obligations.” 
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Oversight of Service Providers
It is a major responsibility of the board to oversee the performance of all service providers. 
The chart below indicates the types of monitoring performed across different service 
providers. 

Oversight of service providers
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Due diligence visits, regular review of Key 
Performance Indicators (“KPIs”) and reviews 
of SOC1 (controls) reports are the most 
common form of monitoring reported by 
those surveyed. This is consistent with the 
results of the PwC Luxembourg Survey,2 
whereby due diligence is performed in most 
cases at the time of appointment, and 
ongoing monitoring is performed by means 
of a periodical assessment. 

Those service providers subject to a lower 
level of monitoring are distributors, DPs, 
prime brokers and management company. 
Periodic call for tender ranks very low 
across all service providers, a similiar trend 
noted in Luxembourg. 

Outsourcing is a key area of focus for the 
CBI in recent years. The CBI undertook a 
cross-sectoral survey on outsourcing 
activities in regulated firms in October 2017. 
Gerry Cross, Director of Policy and Risk at 
the CBI, delivered a speech in November 
2017 entitled “Some Regulatory Priorities for 
2018”.20 Therein he addressed why 
outsourcing is an area of focus for the CBI:

“ Why is outsourcing a topic of interest 
for the Central Bank? The answer 
quite simply is that it is a material 
component of many firms’ operations 
in the Irish financial services sector 
today, possibly more so now, than 
ever....However, it does have associated 
risks that firms should consider and, 
where we identify risks that are above 
our tolerance levels, firms can expect 
enhanced engagement.”

The CBI also issued “Dear CEO” letters in 
2017 to all Irish regulated Fund 
Administrators detailing observations and 
recommendations for Fund Administrators 
who outsource fund administration activities 
as a result of their review. 

Outsourcing is also an important concept in 
the context of Brexit, something which 
ESMA addressed in their 21“Opinion to 
support supervisory convergence in the 
area of investment firms in the context of 
the United Kingdom withdrawing from the 
European Union” document. 

The level of regulatory focus on the area of 
outsourcing highlights this as an important 
area for boards to focus their attention. 
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Reporting
Boards review a plethora of documents as part of their responsibilities. The majority of 
boards review the prospectus, material fund-related agreements and the business plan on 
a somewhat regular basis. Few respondents report that they review any documents 
monthly/quarterly, whereas annually or as required was the most common response. 

Documents reviewed by the board

Monthly Quarterly Annually
Every 3 
years

As 
required

Not 
relevant

Prospectus/supplement - 3% 21% - 72% 3%

Marketing materials & factsheets 7% 14% 7% - 34% 38%

Material fund-related agreements - - 3% - 93% 3%

Shareholder communications - 3% 3% - 79% 14%

Service provider SOC 1 (SSAE 
16/ISAE 3402 reports) or SOC 2 
reports

- 3% 48% - 21% 28%

Business plan/programme of 
activity

3% 3% 45% - 45% 3%

Board charter/terms of reference - - 31% 3% 24% 41%

Other – Board committee 
charters & terms of reference, 
membership

- - 3% - - 97%
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Fund Management Company 
Guidance 
We asked the survey sample a number of 
questions in order to measure their 
readiness for the implementation of the CBI 
Guidance resulting from CP 86 from 1 July 
2018. As the surveys were completed over a 
period of time from November 2017 to April 
2018, there is a timing issue in assessing the 
status of each participant’s CP 86 
implementation project. Also two of the 
respondents (funds) were not required to 
comply with CP 86, as they employ 
management companies to take on this 
responsibility.

Organisational Effectiveness 
(“OE”) Role
The final 22CBI Guidance introduced a new 
OE role, which must be undertaken by an 
independent director of the self-managed 
fund or management company. The 
purpose of this role is to:

“ keep the effectiveness of the 
organisational arrangements of the 
company under ongoing review”, “be 
on alert for organisational issues and 
escalate these to the board” and “be 
change leaders who bring proposals to 
improve effectiveness to the board.”

The CBI Guidance calls out the areas of 
conflicts of interest, market abuse/personal 
transactions and internal audit as being 
within the remit of the OE role. 

In addressing this requirement, 44% of 
respondents indicated that they have or will 
incorporate a description of this role into the 
business plan or programme of activity 
whilst 30% will put a letter of appointment in 
place. We should also point out that 37% of 
respondents had not yet agreed or decided 
what mechanisms would be put in place to 
address this new requirement at the time of 
completing this survey. 

The CBI Guidance advises that OE 
reports should be submitted to the board 
for discussion and decision, however it 

stays silent on the frequency or format of 
such reports. There has been much 
debate within the industry on this topic 
and our survey shows that 85% propose 
to provide a verbal update at each 
quarterly board meeting, whilst 41% will 
present a quarterly written report and 
56% an annual written report. This 
demonstrates the varying interpretation of 
the CBI’s Guidance in relation to board 
reporting and it remains to be seen how 
this new role evolves over time. 22In a 
notice published by the CBI on 5 July 2018 
regarding Fund Management Companies 
Guidance, the CBI notes that:

“ Through supervisory engagements with 
relevant firms, the Central Bank will 
focus on the assessment work performed 
by the Organisational Effectiveness 
role holder and, in particular, how 
the board of the Fund Management 
Company have implemented any 
proposals to improve organisational 
effectiveness.”

Frequency of update on organisational 
effectiveness of the board
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Location Rule 
When the CBI first proposed the original 
location rule, a significant amount of 
resistance was voiced within the responses 
to the various iterations of the consultation 
process. The finalised rule on effective 
supervision states that a management 
company shall conduct a preponderance of 
its management in the EEA and the CBI 
then differentiates between management 
companies/funds based on their Probability 
Risk and Impact SysteM (“PRISM”) rating. 
Based on our survey, it would appear that 
this rule has had little impact to date on the 
industry, as 96% of respondents were not 
required to revise their board composition in 
order to comply with the location rule. 

Record Retention 
22Part V – Operational Issues of the CBI 
Guidance very clearly sets out the 
expectations of the CBI with regard to 
record retention, archiving and retrievability 
and requires all funds and management 
companies to maintain a designated and 
monitored email address in order to allow 
the CBI to issue correspondence and send 
requests directly. 89% of survey 
respondents have a clearly defined and 
understandable records retention schedule 
in place, outlining where relevant 
documents are stored. The outsourced 
model adopted by such entities makes this 
requirement logistically very challenging in 
order to ensure that all relevant documents 
are readily accessible, easily retrievable and 

available on request by the CBI within the 
time periods set out in the CBI Guidance. 

Designated Persons (“DPs”)
According to the CBI’s Guidance:22

“ Designated Persons are a fund 
management company’s line of 
management that lies between the 
board of directors and delegates. 
They ensure that the strategies, 
policies and directions issued by the 
board are acted upon and complied 
with. Designated Persons monitor 
and oversee compliance by a fund 
management company with its 
regulatory obligations.”

This is very similar to the governance regime 
in Luxembourg, which requires that 
management companies appoint 
Conducting Officers to oversee the day-to-
day management of the fund. 

When we look at the number of DPs 
assigned responsibility for the managerial 
functions, the majority of respondents (46%) 
have five DPs, followed by six (18%). 
However if we drill down to the entity types, 
management companies and particularly 
super mancos are more likely to appoint five 
or more DPs, whereas if we look at self-
managed funds, they are just as likely to 
appoint the minimum number of two DPs. 

One significant and welcome outcome of 
the CP 86 consultation process was the 
streamlining of the managerial functions 
under both the UCITS and AIFMD regimes 
from nine and fifteen functions respectively 
down to six for both regimes, namely 
Regulatory Compliance, Fund Risk 
Management, Operational Risk 
Management, Investment Management, 

Distribution and Capital and Financial 
Management. Our survey indicates that a 
large number of Directors are still taking on 
responsibility for the DP role – 46% for 
self-managed funds and 40% for 
management companies. Another 
interesting statistic is the proportion of DPs 
who are employees of the promoter/
investment manager (36% for self-managed 

Directors are still taking on 
responsibility for the DP role 
– 46% for self-managed 
funds and 40% for 
management companies

Average number of persons assigned responsibility for CP 86 as % of total Designated Persons

Directors Employees of the
promoter/investment

manager

Employees of the
company

(AIFM/ManCo)

Secondees from
a third party

service provider

Self-managed Funds ManCos
42%

33%

0%

27%

41%

20%

30%

3%

46+54+H46% 40+60+H40%
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funds and 20% for management 
companies). Before CP 86, only non-Irish 
resident directors could take on 
responsibility for the managerial functions 
however the new location rule allows a 
portion of the DPs to be located outside 
Ireland.

The CBI Guidance states that:

“ Designated Persons can be directors 
or employees of the fund management 
company. Alternatively, they can be 
seconded to the fund management 
company, on a full or part-time 
basis, from another firm such as 
the investment manager or a firm 
which specialises in the provision of 
Designated Persons.”

It would also appear that self-managed 
funds are more likely to appoint third party 
secondees as the DPs than a management 
company. 

From a residency perspective, the major-
ity of DPs (68%) are resident in Ireland. It 
will be interesting to see how this statistic 
moves in the coming years as we see the 
impact of the new location rule on the cor-
porate governance structures of funds and 
management companies. 

Items provided to the designated persons

7%

21%

31%

38%

66%

None of the above

Designated person operating memorandum

Details of insurance coverage

Terms of reference

Mandate letter/letter of appointment

% of total respondents

Letters of Appointment 
66% of funds/management companies who 
are required to comply with CP 86 have 
provided their DPs with letters of 
appointment. This is a specific requirement 
of CP 86 and the letter must include the 
time commitment involved and the rate of 
payment. We would therefore expect this 
figure to have increased to 100% by the 1 
July implementation date. The DPs of 39% 
of respondents have also been provided 
with terms of reference which is generally a 
description of their role in the relevant 
business plan/programme of activity. Also 
interestingly, we are starting to see DPs now 
being covered by a fund or management 
company’s D&O insurance cover, as 31% of 
our sample have provided DPs with details 
of insurance cover.

The CBI Guidance requires that:

“ Designated persons should be at a 
sufficient level of seniority and have 
the capacity necessary (in terms of 
experience and time available) to carry 
out their roles.”

Our survey shows that DPs have a diverse 
range of skillsets with investment 
management being the most common area 
of expertise followed closely by risk 
management, fund administration/
operations and distribution. This wide range 
of expertise and experience is a clear 
indication that the pool of individuals acting 
as DPs is widening in line with the six new 
managerial functions and as the role must 

be pre-approved by the CBI, the industry is 
ensuring that the right individuals are being 
appointed to act as DPs. 

Time Commitment 
64% of DPs currently commit up to 20 davs 
to the role. If we analyse the data by entity 
type, directors who act as DPs display a 
wide variation of time commitment whilst 
third party secondees are more likely to sit 
in the 1-20 day bracket. Similarly employees 
of the promoter/investment manager 
commit more time to their DP role (between 
61-100 days per annum). The CBI Guidance 
states:

“ A separate time commitment should 
be allocated for each such designated 
person role.”

20+80+H20%

64% of DPs currently 
commit up to 20 days to 

the role

x20
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However the CBI has not provided any 
indication to date of their expectation in 
terms of the level of time commitment for a 
DP. For those participants that combine the 
roles of Director and DP, some were unable 
to split the time commitment between the 
two roles however this exercise must have 
been completed when putting the separate 
letters of appointment in place before the 1 
July deadline. 

Interaction of DPs with the 
Board
43% of boards communicate on a monthly 
basis with DPs outside of board meetings, 
followed by 29% of participants having 
periodic communication. However there is 
still a small minority of boards (spanning 
both management companies and funds) 
that have less frequent interaction with the 
DPs. Whilst the frequency of communication 
is moving in the right direction and within 
the spirit of CP 86 which states that: 

“ They report to the fund management 
company’s board on a regular basis 
and escalate issues to the board where 
pre-defined parameters are exceeded 
or where the Designated Person 
judges that immediate escalation is 
warranted.”

There is still some way to go when 
compared with the level of interaction in 
Luxembourg, with communication between 
the board and Conducting Officers taking 
place on a weekly basis for 50% of survey 
respondents. If we break our analysis down 
by entity type, super mancos and UCITS 
management companies are more likely to 
have the most frequent communication 
between the board and DPs. 75% of those 
that have “periodic” communication are 
self-managed UCITS funds which would 
indicate that the level of interaction is very 
much activity/issue driven.

Frequency of communication between the 
board and the DPs outside of board 
meetings

More than once per month
Once a month
Once per quarter
Annually
Periodically

14%

43%
11%

3%

29%

Interaction between DPs and 
Delegates 
Similarly when we analyse the level of 
interaction between DPs and delegates, 
43% meet or correspond once a month 
whilst 29% do so weekly. 

If we drill down by entity type, the DPs 
of management companies have more 
frequent correspondence with delegates 
compared to self-managed funds – the 
majority of self-managed fund DPs (55%) 
have quarterly interaction with delegates 
compared to 45% of super mancos, with 
weekly correspondence between DPs and 
delegates.

Frequency of correspondence between DPs 
and delegates 

Once a week
Once a month
Once per quarter
None

29%

43%

25%

3%

Over 79% of respondents confirmed that 
DPs perform on-site visits of the Fund Ad-
ministrator, Transfer Agent and Depositary. 
This is closely followed by the Investment 
Manager at 64% and the Global Distributor 
at 43%. Per the CBI Guidance: 22“Desig-
nated Persons should also perform on-site 
visits of delegates.” and in general, we see 
on-site visits being performed on at least 
an annual basis. With the implementation 
of the CBI Guidance, we would expect to 
see these figures gradually increase, as 
it becomes industry practice for the DPs 
to perform on-site visits of all delegates, 
including the Investment Manager.
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Conflicts of Interest

It has now become standard practice for all 
fund and management company boards to 
ensure that there are policies and 
procedures in place to manage and monitor 
any conflicts of interest, as required by the 
UCITS and AIFMD Regulations. 100% of our 
participants have a formal documented 
conflicts of interest policy in place as well as 
a procedure to ensure all identified conflicts 
are recorded and monitored on an ongoing 
basis i.e. a conflicts of interest register. In 
comparison, 90% of Luxembourg boards 
had determined how conflicts of interest 
were to be managed and 80% had a 
reporting mechanism such as a register to 
oversee all identified conflicts. 

72% of our respondents confirmed that the 
board conducts a review to identify all 
potential conflicts of interest on a quarterly 
basis or at each board meeting. The most 
common method employed to ensure that 
directors are made aware of their legal 
liability is through their letters of 
appointment (83%), followed closely by 
briefings from external legal counsel (72%). 
According to our survey, only 48% of 
boards are educated about their legal 
liability through the induction training 
process, whilst 59% of respondents have 
taken steps to personally inform themselves 
about the issues of director’s liability. The 
CBI Guidance emphasises the point that a 

board of a relevant company has ultimate 
responsibility for all aspects of management 
that are not specifically reserved to the 
shareholders and the Irish Funds Corporate 
Governance Code4 requires that:

“ a director should be aware of the 
obligations and the duties of a director 
of a company under the Companies Acts 
and be aware of his/her responsibilities 
arising from legislation, regulations, 
codes of practice, guidance notes, 
guidelines and any other rules or 
directives, which are of relevance to the 
proposed position.”

Mitigation of director liability is of equal 
importance, irrespective of whether the 
director is independent or employed by the 
promoter/group. Our survey results indicate 
that this is very much aligned in practice, in 
the case of both types of director, with 
insurance and/or indemnity being provided 
by either the promoter/parent group or fund/
management company in all cases. This is 
in line with the 2013 survey and when we 
compare to Luxembourg, one significant 
outlier is the proportion of independent 
directors in Luxembourg (30%) who have 
taken out their own insurance policy, to 
supplement any insurance provided by the 
promoter or fund/management company. 

Director awareness of legal liability

10%

41%

48%

48%

59%

72%

83%

Other

Speci�c training

Brie�ng by internal legal counsel

Induction training

Self-information

Brie�ng by external legal counsel

In letters of appointment

% of total respondents

100% of our participants 
have a formal documented 
conflicts of interest policy 
in place
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Mitigation of director’s liabilities
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Self-insurance

Insurance provided by 
the promoter/parent group

Insurance provided 
by the fund/ManCo

Indemnity provided by 
the promoter/parent group

Indemnity provided 
by the fund/ManCo

Directors are not legally prevented from 
investing in the funds they oversee however 
many promoters/managers put procedures 
in place to ensure that any such investment 
is limited or totally prohibited in order to 
avoid any potential conflicts of interest. 

We asked the question as to whether 
directors are prohibited/allowed/
recommended to invest in the funds, and 
79% are allowed to invest with restrictions, 
whilst 14% are prohibited from investing. 
From our discussion with survey 
participants, even if there is a facility for 
directors to invest in the funds, the vast 
majority of directors do not avail of it and 
prefer to remain independent and/or avoid 
any potential conflicts of interest. 

Expenses
There has been an increased focus on costs 
and “value for money” in recent years, both 
at a European and domestic level. In the UK, 
this focus is set out within the various 
iterations of the 18FCA Asset Management 
market study. The final report was issued in 
June 2017 and the feedback and final rules 
to CP17/18 were released in April 2018 – 
Policy Statement PS18/8.23 With regard to 
the theme of ‘value for money’, the FCA 
believes that agents i.e. Authorised Fund 
Managers (AFMs) must be accountable to 
clients/investors on how they deliver value 
for money. Therefore the new rules provide 
that AFMs must carry out an annual 
assessment of value of each scheme 
managed, which should consider whether 
the payments made from scheme property 
are justified in the context of the overall 
value delivered to investors. Also these rules 
not only focus on cost, but take into 
account the whole value proposition.

If we try to align this initiative to the CBI 
Guidance,22 we should refer to the following 
extract:

“ Fund management companies are 
under regulatory obligations to act in 
the best interests of the investors in the 
investment funds under management. 
This obligation applies to any 
Designated Persons engaged by a fund 
management company.”

Although the CBI Guidance22 does not 
specifically call out fund expenses or value 
for money, it is very clear that the fund/
management company boards and the DPs 
as their delegates must act in the best 
interests of investors at all times. This would 
therefore infer that all regulatory 
requirements relating to cost disclosures 
and transparency are complied with. 

When we examine the board oversight of 
fund expenses, 69% of respondents review 
the budget against actual expenses whilst 
28% of boards are actively involved in 
setting fees. 

79% are allowed to  
invest with restrictions

79+21+H79%
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Board oversight of fund expenses

21%

28%

41%

66%

69%

Monitors / benchmarks expenses
with competitors' comparable funds

Actively involved in setting fees

Relies on the promoter to monitor fees

Involved in monitoring fund expenses

Reviews budget vs. actual expenses

% of total respondents

The scrutiny of investment fund fees has 
been on the agenda of the European 
Securities and Markets Authority (“ESMA”) 
as well as a number of European regulators 
including the CBI in recent years with a 
specific focus on closet trackers and 
performance fees. The FCA carried out an 
investigation into closet trackers earlier this 
year, which resulted in asset managers 
having to pay back £34m in compensation 
to investors who were overcharged while 
using closet tracker funds. Most recently, as 
part of its ongoing supervision of investment 
funds, the CBI announced its plans for a 
thematic inspection of UCITS performance 
fees earlier this year. There is no doubt that 
fund fees, expenses and the concept of 
value for money will continue to be high up 
on the supervisory agendas of ESMA and 

the national regulators for the foreseeable 
future and will therefore become an areas of 
increased focus for the industry as a whole.

Delegate Oversight 
1. Investment Management 

Almost all Boards receive a report or 
presentation from the Investment Manager 
prior to the issue of the prospectus and 
launch of a fund/sub-fund to inform it of the 
investment approach the Investment 
Manager proposes to take. However for a 
small number, this presentation is provided 
by the product development team of the 
Investment Manager or via the investment 
committee rather than directly by the 
Investment Manager. This is a specific 

requirement of the CBI Guidance22 (as set 
out in Part I – Delegate Oversight), which 
includes a detailed list of the information to 
be provided to the Board in this regard. 

90% of respondents review the 
performance of the Investment Manager 
quarterly with many of these receiving 
investment management reports on a 
monthly basis, particularly if directors also 
act as DPs. An integral part of the board’s 
role in representing shareholder interests is 
to provide investment management 
oversight – setting and monitoring the 
investment policy of the fund and monitoring 
the fund’s performance. In order to fulfil this 
role, directors should receive and review 
fund performance information on a regular 
basis in between quarterly board meetings. 

According to the CBI Guidance:22

“ The board should receive and be 
satisfied with comprehensive annual 
presentations from the investment 
manager detailing developments 
affecting the manager itself, the 
investment process and strategy, 
the investment team, progress and 
performance (including strategy for 
responding to any underperformance) 
and any proposed development of the 
investment approach.”

For many of our sample, this obligation is 
met through the receipt of quarterly/ongoing 
reports from the Investment Manager rather 
than in the form of a formal annual 
presentation. It remains to be seen how this 
practice will evolve as the CBI carries out 
thematic reviews into the implementation of 
CP 86 post 1 July 2018. 

The directors of 48% of participants 
perform on-site visits to the Investment 
Manager and/or meet with senior 
management from the Investment Manager 
with 14% doing so on a semi-annual basis. 
It appears to have become common 
practice for directors, whether they act as 
DPs or not, to visit the offices of the 
Investment Manager at least annually, either 

The directors of 48% of 
participants perform on-

site visits to the Investment 
Manager and/or meet with 
senior management from 
the Investment Manager

https://www.moneymarketing.co.uk/compensation-bill-hits-asset-managers-fca-closet-tracker-review/


AWM Corporate Governance Survey 2018 28

on a formal or informal basis with some 
managers offering training days where 
directors are briefed on the performance 
and future plans of the Investment Manager. 
For the 24% of boards that do not perform 
Investment Manager on-site visits, these 
boards rely instead on the reviews and 
on-site visits carried out by the DPs or in 
some instances, employees of the manager/
promoter.

When we take a closer look at Board 
oversight of the Investment Manager’s 
compliance with the approved investment 
approach, 97% of participants receive 
regular reporting from the Investment 
Manager. The majority of the 38% who are 
involved in setting investment policies 
including risk profiles are management 
companies, including third party super 
mancos with significant substance and a 
large number of funds and AUM. If we 
compare these results to the 2013 survey1 
as well as the PwC Luxembourg Survey,2 it 
would suggest that boards are monitoring 
the investment performance and strategy of 
the fund more frequently than a number of 
years ago as well as their Luxembourg 
counterparts. Also investment restriction 
breaches reports are presented at quarterly 
board meetings for 93% of respondents and 
directors spend a significant amount of time 
outside board meetings dealing with errors 
and breaches. 

Board oversight of IM compliance with approved investment approach

3%

38%

72%

90%

97%

Other

Involved in setting investment
 policies including risk pro�les

Supervises the investment strategy
 and veri�es coherence with the general

 investment policy of the fund

Monitors investment restriction breaches

Receives regular reporting
 from the investment manager

% of total respondents

2. Risk Management 

Risk management is a key focus of the CBI 
and this focus is not just specific to Asset 
Management but spans all financial sectors. 
This emphasis is further evidenced by the 
fact that two of the six managerial functions 
outlined in the CBI’s Guidance relate to risk 
management – fund risk management and 
operational risk management. 

The CBI Guidance states:22

“ The board should adopt a risk 
management framework which: 

• identifies the applicable risks; 

• confirms the risk appetite; 

• identifies any appropriate risk 
mitigants; and 

• incorporates appropriate policies for 
the measurement, management and 
monitoring of risk, including the 
implementation as appropriate of any 
risk mitigants.”
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86% of our survey sample have a risk management framework in place, 97% have 
implemented a risk management policy whilst only 69% have developed a risk appetite 
statement. Also as referred to above, 21% of participants have established a dedicated risk 
committee – the profile of those entities with a risk committee is dominated by management 
companies and particularly large third party management companies. 

Risk Management procedures/documents in place

69%

76%

79%

86%

97%

Risk appetite statement

Risk register

Risk incident log

Risk management framework

Risk management policy

% of total respondents

Historically many funds and management 
companies relied on the risk management 
policies and procedures of the investment 
manager however the CBI Guidance22 
clearly states: 

“ The fund management company must 
maintain its own written policies and 
procedures in each instance where this 
is required by regulation – it cannot rely 
on the delegate’s written policies and 
procedures.”

There is therefore a clear push by the CBI to 
ensure that each regulated entity has its 
own specific and tailored policies and 
procedures, rather than relying on those of 
their delegates. 

The CBI undertook a thematic review in 
2016 to assess the operation of the risk 
function by reviewing risk frameworks and 
risk culture across investment firms, fund 
service providers and stockbrokers. 24The 
findings letter issued by the CBI in 
December 2016 (“CBI risk letter”) notes that:

“ it is the board who empower the risk 
framework, through robust governance 
arrangements, to ensure it has the 
necessary processes and systems in 
place to manage and mitigate the risks 
of each firm.” 

The CBI risk letter highlights:

“ a key finding from the onsite 
inspections is that many of the good 
practices identified in the firms’ 
documentation are not always evident 
in the operations of the business”.

We have seen similar findings being 
documented in Risk Mitigation Programme 
(“RMP”) letters issued by the CBI following 
the completion of PRISM or thematic 
reviews of our clients, whereby the CBI have 
pointed out that the processes and 
procedures as outlined in the policy 
documents are not being implemented and 
followed in practice. This principle can be 
applied to any policy document, including 
the UCITS Business Plan and AIFMD 
Programme of Activity, which must be 
reviewed and updated on an ongoing basis 
in order to keep it current. 
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Conduct Risk and Culture
The CBI risk letter24 also raises a critical risk 
related principal: “a culture of risk 
awareness” and the CBI have spoken quite 
frequently in relation to both culture and 
conduct risk in recent months. 25In a recent 
speech by Colm Kincaid, Director of 
Securities and Markets Supervision at the 
CBI, Mr Kincaid notes that following the 
financial crisis of 2008, significant 
misconduct identified at financial institutions 
has sparked a renewed intensity of 
regulatory focus on conduct and culture. 
This is illustrated by the CBI’s continuing 
investigations into actions within the lenders 
involved and its behaviour and culture 
assessments of each of the five main 
lenders. However the CBI is keen to point 
out that their focus on conduct and culture 
spans all of their work and all of the sectors 
they regulate.

A key point emerging in this regard is the 
need for firms to understand day-to-day 
behaviours across their organisation and 
drive the right culture if they are to be 
successful in meeting their regulatory 
obligations, managing the risk misconduct 
poses and, ultimately, to be sustainably 
successful. This thinking has also influenced 
the CBI’s consideration of the merits of a 
senior manager regime similar to the one in 
the United Kingdom. 

The senior manager and certification regime 
(SM&CR) in the UK came into effect for 
banks and insurance companies on 7 March 
2016 and will soon be rolled out to the 
wider financial services sector. The new 
regime represents a complete overhaul of 
the current Approved Persons Regime 
(APER) as well as a significant step up in 
individual accountability for senior 
management and the potential for long-
term repercussions from behaviour or 
decision making which did not meet the 
regulator’s standards. The final rules 
establish a new regulatory framework to:

• Focus accountability on a narrower 
number of individuals at the top of the 
financial institution

• Encourage individuals to take great 
responsibility for their actions; and

• Make it easier for both financial 
institutions and regulators to hold 
individuals to account

The regime challenges and empowers 
senior management to ask 4 fundamental 
and personal questions:

• What are your responsibilities?

• How do you discharge them?

• How can you be confident in your 
judgements?

• How do you trust people to do the 
things that are done in your name and 
flow through to your area of 
responsibility?

The FCA has published a consultation paper 
on extending the SM&CR to all firms in 
2019.26

27According to the CBI’s Risk Appetite 
Discussion Paper issued in 2014:

“ A fundamental principle underpinning 
both risk management and strategy 
formulation is that the Board must 
understand the risks to which the 
institution is exposed and to establish a 
Risk Appetite Framework (RAF) for the 
institution.”

27In terms of culture:

“ A clear Risk Appetite Statement (RAS) 
is a necessary condition for an effective 
RAF but it is not sufficient on its own. 
An effective RAF is often best evidenced 
through an assessment of the culture, 
in particular the risk culture, of an 
organisation. An organisation with 
a strong risk culture is one where 
employees, management and the board 
clearly understand what risks should 
be accepted and what risks should be 
minimised or avoided.”

Risk Reporting
According to our survey participants, all 
boards review the effectiveness of their risk 
management policies and procedures at 
least annually or on an ad-hoc basis. All 
participant boards receive reporting on a 
quarterly or periodic basis in relation to the 
following investment risks:

• Investment/portfolio risk

• Market risk

• Credit risk

• Counterparty risk

• Technology/cyber security risk

This is broadly in line with the CBI 
Guidance.

The least reported on risks are group and 
environmental risks at 41% and 34% 
respectively.
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79+21+H79%

Risk reporting received by the board
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79% of investment risk reports 
are generated by the promoter or 
parent group company with 28% 
produced by the management 
company itself

Interestingly the 15PwC Corporate Directors 
Survey 2017 states that: 

“ A number of large institutional 
investors are focusing on 
Environmental, Social and Governance 
(“ESG”). They expect boards to be able 
to convey how climate risk affects the 
business. They believe that ESG issues 
are long-term governance issues that 
directors need to pay attention to. In 
comparison, the survey found that 
many directors think ESG issues are 
not a big deal for their companies. In 
fact, 42% say they won’t need to change 
their company strategy in the next 
three years because of environmental 
concerns. Many directors don’t think 
ESG issues should be taken into account 
at all when forming strategy: 40% say 
they don’t think climate change should 
play a role, and 29% say the same about 
resource scarcity.”

There would appear to be varying views 
across the industry with regard to the future 
importance of ESG and this will largely be 
driven by the investment strategy of 
investment managers who ultimately drive 
the set-up of investment funds. 
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79% of investment risk reports are 
generated by the promoter or parent group 
company with 28% produced by the 
management company itself. The 
managerial function ‘Fund Risk 
Management’ is therefore very much an 
oversight function, as the DPs rely on the 
receipt of investment risk information from 
the investment manager in order to comply 
with their regulatory responsibilities and 
ultimately report to the board. In 
Luxembourg, responsibility for the core 
function of risk management lies with the 
management company and cannot be 
delegated to specialist providers without 
prior approval of the Commission de 
Surveillance du Secteur Financier (“CSSF”). 
28Circular 12/546 sets out in detail the 
prerequisites for implementing the risk 
management function, placing it under the 
ultimate responsibility of the board of 
directors.

Operational Risk
Due to the outsourcing model that is 
generally followed within the asset 
management industry, operational risk in the 
context of investment funds and 
management companies is very much 
focussed on the operational risk policies 
and procedures of the delegates. The risks 
called out in the CBI Guidance22 are:

• Significant IT incidents, including cyber 
security 

• Fraud

• Complaints

• Outsourcing

• Dealing errors

• Pricing errors

• Other breaches

As referred to previously, 85% of 
respondents receive operational risk 
management reports at quarterly board 
meetings. More specifically, all of our 
respondents receive regular reports on the 
performance of delegates with regard to 
breaches/errors and outsourcing, followed 
by complaints and IT/cyber incidents (97%). 

Operational risk reports from delegates

90%

93%

97%

97%

100%

100%

Fraud

Business continuity plans/testing

IT/cyber incidents

Complaints

Outsourcing

Breaches/errors

% of total respondents

The PwC Luxembourg survey2 shows that 
the majority of respondents believe they 
receive adequate reporting in such areas as 
market risk, counterparty risk, liquidity risk, 
valuation risk and operational risk. However 
only 40% believe they receive adequate 
reporting on technology risk. 

85+15+H85%
85% of respondents receive 
operational risk management 
reports at quarterly board 
meetings
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The CBI have dedicated significant time and 
resources to the areas of IT, cyber security 
and outsourcing in recent years with the 
issuance of the following letters and related 
guidance:

• Review of the management of 
operational risk around cyber security 
within the Investment Firm and Fund 
Services Industry in September 201529

• Cross Industry Guidance in respect of 
Information Technology and 
Cybersecurity Risks in September 
201630

• Review of Outsourcing of Fund 
Administration Activities in March 201731

• Issuance of the Investment Firm 
Regulations and related guidance in 
March 2017 with a specific portion 
dedicated to outsourcing32

Cyber Security
30The Cross Industry Guidance in respect of 
Information Technology and Cybersecurity 
Risks issued in September 2016 outlines the 
CBI’s expectation with regard to the 
oversight of IT risk: 

“ The IT risk management framework 
should be an integral component 
of the overall operational risk 
management framework, which in 
turn forms part of the enterprise wide 
framework. The framework should be 
comprehensive and facilitate effective 
assessment of the IT related risks 
specific to the firm.” 30

It is no surprise then that IT risk and cyber 
security have now become standard 
agenda items at board meetings and 
delegates are providing IT/cyber security 
specific presentations to boards on at least 
an annual basis. 

36The following key findings from the PwC 
Irish Economic Crime Survey 2018 
emphasise the increasing prevalence of 
cyber attacks and their impact on Irish 
businesses. 

The survey participants represent all key 
sectors and industries including financial 
services:

• 49% of Irish organisations reported to 
suffer from fraud/economic crime, up 
from 34% in 2016 with 11% suffering 
losses in excess of €4m

• The incidence of cybercrime in Ireland is 
double that of global counterparts and it 
has taken over from asset 
misappropriation as the most prevalent 
economic crime

• 69% of Irish respondents spent the 
same or more than the fraud itself on 
the clean-up

• Most fraud in Ireland is perpetrated by 
external fraudsters

• Irish companies are spending more 
funds to combat fraud and economic 
crime compared to global counterparts

• Irish companies have experienced 
around twice the number of phishing 
and malware attacks compared to 
global companies

• Three-quarters of Irish organisations 
operate cybersecurity programmes to 
combat cyber attacks

• Irish companies lag global counterparts 
in the use of many technologies, 
including Artificial Intelligence and Big 
Data to detect and combat fraud and 
economic crime

Business Continuity 
Planning (“BCP”) 
Disaster recovery and BCP is an important 
aspect of operational and IT risk and the 
CBI Guidance notes that a board may 
consider it appropriate to rely upon 
business continuity programmes maintained 
by delegates. 97% of our respondents have 
a documented and tested business 
continuity plan however the large majority of 
such plans rely heavily on those maintained 
by the delegates. 83% of these plans are 
tested annually although 93% of 
participants receive regular reports from 
delegates in relation to BCP testing. The 
heavy reliance of fund and management 
company boards on the BCP and disaster 
recovery plans of their delegates, places the 
onus on those boards to ensure that the 
delegates’ programmes, taken together with 
any maintained by the board (for example 
where tasks have been retained rather than 
delegated), encompass all relevant activities 
of the company and the investment funds 
under management.

97+3+H97%

97% of our respondents have 
a documented and tested 
business continuity plan
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Distribution 
Global distribution is a complex activity and 
although Irish UCITS and AIFs can access 
the marketing passports available under 
each regime, each individual country has 
specific rules and regulations that must be 
closely monitored by the Global Distributor 
particularly when marketing funds to retail 
clients. Also where AIFs are marketed in 
Europe under the National Private 
Placement Rules (“NPPR”), the fund 
registration process varies from country to 
country and must be considered on an 
individual basis when making applications 
to ensure that all the requirements of each 
member state are met.

The CP 86 consultation process and 
resulting CBI Guidance has identified 
Distribution as one of the six managerial 
functions and for the first time the CBI has 
clearly outlined the role of Directors in 
relation to Fund Distribution. Directors must 
be satisfied that there are arrangements in 
place to enable compliance with applicable 
laws and regulatory requirements. They 
must also ensure that there are appropriate 
policies and procedures in place in relation 
to distribution oversight and have an 
understanding of the distribution strategies 
including the jurisdictions into which the 
investment funds are marketed. The CBI 
Guidance22 states that at the time of the 
launch of a new investment fund (including 
any sub-fund), the board should approve 
the proposed distribution strategy. A large 
majority (93%) of participant boards are 
already complying with this requirement. 

76% of our sample have appointed an entity 
within the investment manager group as the 
Global Distributor of the funds, with only 
14% of management companies taking on 
this role directly. These statistics clearly 
demonstrate that almost all of the expertise 
relating to the distribution and marketing of 
Irish funds remains within the confines of 
the promoter/investment manager with the 
board overseeing this activity. The PwC 
Luxembourg survey2 showed that 60% of 
UCITS funds use a third-party Global 
Distributor, while AIFs are more likely to 
perform this task in-house. 

The results of our survey further emphasises 
this point as follows:

• 72% of participants rely on the Global 
Distributor to select distributors, with 
only 17% approving all new distributors

• 59% receive reports from the Global 
Distributor in relation to distribution 
agreements, whilst 28% approve 
individual agreements

• The majority of boards receive reports 
in relation to distributor due-diligence 
either from the Global Distributor or the 
DP 

• When it comes to sales and marketing 
material, again 52% receive reporting 
from the Global Distributor whilst 38% 
noted that they review the KIIDs (for a 
UCITS) or they rely on the DP to review 
such material. The CBI Guidance2 
outlines that boards should be entitled 
to receive on request any marketing 
materials prepared by the distributor, 
including fact sheets and generic 
presentations to prospective investors.

Based on the current practices of our 
survey sample, distribution reports are 
presented at the quarterly board meetings 
for 81% of respondents whilst 63% 
confirmed that the Global Distributor is 
involved in board meetings. From 1 July 
2018, we should expect the former statistic 
to increase to 100% to ensure compliance. 

Method of handling global distribution

7%

14%

21%

76%

The fund signs its own fund distribution agreements

The UCITS Management company/AIFM
 is appointed as global distributor

A separate, third party,
 global distributor is appointed

A separate entity within the investment manager
group is appointed as global distributor

% of total respondents
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Anti-Money Laundering 
(“AML”) 
There are many risks associated with the 
cross border distribution of an Irish fund 
and the greatest risks as ranked by our 
survey participants are:

• AML

• Failure to comply with local jurisdiction 
sales and marketing laws

• Misinformation to investors

As referred to previously, AML is a significant 
regulatory focus for both the regulator and 
regulated entities in Ireland that are required 
to comply with the requirements of the 
Criminal Justice Act 2010 and 2013 (“CJA 
2010 and 2013”). It should therefore come as 
no surprise that AML is the top distribution 
risk for our respondents. Also in the context 
of the asset management industry, the 
function of verifying and accepting investors 
into a fund is delegated to the Transfer Agent 
and the board of a fund or management 
company must ensure adequate oversight of 
the Transfer Agent in order to fulfil their 
obligations as a “Designated Person” per the 
CJA 2010 and 2013. The Criminal Justice 
(Money Laundering and Terrorist Financing) 
(Amendment) Bill 2018, which transposes the 
Fourth AML Directive into Irish law was 
recently published and the Fifth AML 
Directive is currently being discussed at 
European level. AML will therefore remain at 
the top of this list for most fund and 
management company boards. 

Other Distribution Risks
34While cross-border distribution of EU 
funds has grown, the EU funds’ market is 
still predominantly organised along national 
lines with 70% of all AUM held by funds 
registered for sale only in their domestic 
market and only 37% of UCITS and about 
3% of AIFs registered for sale in more than 
three EU member states. As part of the 
Capital Markets Union (“CMU”) action plan, 
the European Commission published a 
legislative proposal on the cross-border 
distribution of investment funds on the 12th 
March 2018.35 The proposal seeks to 
address the obstacles faced by investment 
funds wishing to distribute in Europe on a 
cross-border basis as the Commission is 
working towards the harmonisation of 
member state marketing requirements, 
regulatory fees and notification 
requirements. 

If this proposal is implemented, it should go 
a long way towards reducing the risk of 
failing to comply with local jurisdiction sales 
and marketing laws. The risk of providing 
incorrect information to investors is a very 
real risk and is further exacerbated by the 
implementation of MiFID II and PRIIPs in 
January this year. From January 2018, 
MiFID II (Directive 2014/65/EU on markets in 
financial instruments) and the Packaged 
Retail and Insurance-based Investment 
Products Regulation (“PRIIPs Regulation”) 
require fund managers to disclose 
additional information on investment 
products to enable investors to better 
understand risk, performance and costs in 
order to compare investment products.

The PRIIPs Regulation proposes to phase 
out the UCITS KIID and replace it with a 
new Key Information Document (“KID”) for 
all so-called PRIIPs products, which include 
UCITS funds. This change is due to be 
implemented from 31 December 2019. 

Under MiFID II, UCITS management 
companies and AIFMs are required to 
identify and define at a sufficiently granular 
level the potential target market and their 
product approval processes for each fund. 
They are also required to specify the type(s) 
of client(s) whose needs, characteristics and 
objectives are compatible and those who 
are incompatible with the fund in question.

Top 3 risks 
associated with the 

cross border 
distribution of an 

Irish fund

Anti Money 
Laundering

Failure to comply with 
local jurisdiction sales 

and marketing laws

Misinformation 
to investors
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We asked participants if they have reviewed 
the implications of a number of recent and 
very significant regulatory changes that may 
impact on their business, both strategically 
and operationally. 

All respondents have considered the impact 
of cyber security and MiFID II, followed 
closely by the General Data Protection 
Regulation (“GDPR”) and CP 86. The 
consideration of PRIIPs lags behind slightly 
and this is likely due to the profile of survey 
participants, which is dominated by self-
managed UCITS funds and management 
companies of UCITS and QIAIFs. PRIIPs 
only applies to products that are sold to 
retail investors whilst it is due to be 
implemented for UCITS funds from 31 
December 2019. The OECD’s Base Erosion 
and Profit Shifting (BEPS) package has not 
yet been considered by 58% of 
respondents. 

On a similar theme, participants were asked 
to rank the impact of a number of 
regulations on their company. Not 
surprisingly, the following recent EU 
regulations were identified as having the 
greatest impact given their scale, scope and 
significance for the asset management 
industry:

GDPR

MiFID II

PRIIPs

Board review of latest regulations

39% 41% 44% 44%
34%

16%

58% 59% 56% 54%
56%

26%

3% 2% 9%

58%
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Our survey participants were also asked to 
highlight the areas requiring priority 
attention from the board in the coming 
12-24 months. As one would expect, in the 
highly regulated and constantly evolving 
environment that funds and management 
companies operate in, governance and 
compliance related matters (relating to CP 
86) were identified by a large proportion of 
respondents as being the most important 
requiring the attention of boards. This was 
followed by Brexit. The next four areas 
identified are all in some way related to CP 
86 – delegate oversight, organisational 
effectiveness, distribution and risk 
management. It is therefore clear from these 
results that the CBI Guidance22 resulting 
from the CP 86 consultation process is and 
will continue to have a significant impact on 
the industry’s governance and compliance 
framework, as the requirements were 
implemented from 1 July 2018. 

Areas requiring priority attention:

Governance and compliance

Brexit

Delegate oversight

Organisational effectiveness

Distribution

Risk Management

GDPR
GDPR came into effect on 25 May 2018 and 
it is the biggest shakeup of European data 
protection law in over 20 years. It impacts 
every entity that holds or uses European 
personal data – whether that entity is based 
in the EU or not, it applies to all 
organisations, public or private, large or 
small, and it replaces the existing country 
level data protection rules and essentially 
implements a harmonised standard across 
all EU member states. Overall, it represents 
a seismic shift in data regulation and it 
ushers in an era that acknowledges the 
volume and more importantly, the value of 
personal data in the modern digital world. It 
also sets out stringent parameters on the 
use of personal data and substantially 
increases EU citizens’ rights. 

37A recent survey by PwC Ireland has 
revealed that many business leaders have a 
mixed reaction to the introduction of new 
data protection laws.

The survey of approximately 100 
businesses, conducted in late February 
2018, showed that over half see real 
business benefits emerging from 
compliance with the GDPR. However, a 
sizeable proportion (49%) said they saw no 
benefits arising.

Some of the benefits of being GDPR 
compliant were identified in the survey. 
These include:

• Reputation and good governance

• Enhanced security practices

• Improved communication with 
customers

• A focus on rationalising systems and 
archives

• Clarity on data retention

• Better customer data and client trust

One thing is clear – non-compliance with 
the regulation will lead to heavy financial 
penalties – up to 4% of group annual 
turnover or €20 million, whichever is greater. 

From an asset management perspective, 
the delegation model followed by funds and 
management companies requires that each 
entity understands their categorisation as a 
data controller or data processor and their 
related roles and responsibilities. 

It is also important to highlight that from an 
enforcement perspective, the CBI are not 
the regulatory authority in the context of 
GDPR. Ultimate responsibility for assessing 
compliance with data protection legislation 
and the GDPR is with the Office of the Data 
Protection Commissioner.
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Brexit 
The Corporate Governance survey could 
not be completed without some reference to 
Brexit and we therefore included some 
questions on the Board’s involvement in 
assessing the impact of Brexit and whether 
an impact assessment had been performed 
by the investment manager/promoter. 38In a 
recent speech by Michael Hodson, Director 
of Asset Management Supervision at the 
CBI, Mr Hodson outlines the work carried 
out by the CBI in order to assess the 
industry’s Brexit contingency planning. In 
November 2017, the CBI issued letters to all 
low impact supervised entities outlining a 
number of items they expect firms to 
consider as part of their Brexit planning.39 
They also wrote to all medium high and 
medium low impact supervised entities 
asking them to provide:

1. an overview of the impact Brexit will 
have on their business;

2. a summary of their Brexit plans under a 
number of scenarios; and

3. confirmation that each board has 
considered and has operationalised or 
is prepared to operationalise its 
strategic/contingency Brexit plans.

From a review of the responses received 
by the CBI, the main risks that have been 
identified include:

• Loss of Market Access: This 
includes potential loss of revenue 
from UK clients and the potential loss 
of access to UK based outsourcing 
providers and counterparties.

• Macroeconomic effects: Such as 
increased exchange rates and market 
volatility.

• GDPR: Following Brexit the UK may 
become a non-equivalent third 
country. If this becomes a reality, 
Irish firms may not be able to transfer 
or store data in that location.

• Staffing Issues: Staff retention and 
wage pressure, especially in key 
roles, as a result of newly authorised 
firms entering the Irish market and 
current firms expanding their 
operation.

• Passporting: This relates to 
restriction or prohibition on the 
marketing and distributing of UK 
funds into the EU, and EU funds into 
the UK.

Finally the Securities and Markets 
Supervision Directorate of the CBI also 
issued a letter to all fund management 
companies and self-managed investment 
funds to draw attention to their particular 
responsibilities in assessing the risks arising 
from Brexit and to ensure that those risks 
are being appropriately dealt with. In 
addition, a sample of 50 investment funds 
were selected to communicate with around 
their specific level of preparedness for 
Brexit. As a result of this exercise, the CBI 
noted that the majority of respondents, 
while having a contingency plan in place, 
had not implemented any firm measures in 
preparation for Brexit.

Based on our sample of funds and 
management companies, 73% of boards 
are involved in assessing the impact of 
Brexit on the fund/management company 
and in terms of putting a Brexit readiness 
plan in place, 80% stated that a plan is in 
progress with 45% at an early stage and 
35% at an advanced planning stage. 

The advice from the CBI in the context of 
putting contingency plans in place is “to 
adopt a prudent approach and to continue 
to prepare for all plausible Brexit scenarios, 
including the possibility that there will be no 
transition period.” Also for those firms who 
are looking to establish an authorized entity 
in Ireland in order to ensure they have an 
EU27 presence, the CBI are currently 
dealing with an unprecedented number of 
applications within Asset Management. 
They have advised firms to engage with 
them as soon as possible, taking into 
account the relevant authorization 
processes and timelines. The CBI has 
emphasized the importance of substance 
within any proposed Irish entity, whereby 
the mind and management of the firm is 
located in Ireland and the firm is capable of 
managing material risks locally.
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The Regulatory Advisory Services team are happy to address any questions you may have on any of the topics referenced within this report:
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Director – Risk Management 

+353 1 792 6923

fiona.m.gaskin@pwc.com

Pat Moran 
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+353 1 792 5308
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Sarah Murphy

Director – Distribution Services

+353 1 792 8890
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Dervla McCormack

Partner – Conduct Risk and Culture, Diversity

+353 1 792 8520
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Partner – AML
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