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CP86 – A Comprehensive Overview 
Introduction 

 

On December 19th 2016, the Central Bank of Ireland (“CBI”) published the final guidance on consultation paper 86 

(“CP86”). CP86 addresses the effectiveness of Fund Management Companies (“FMCs”). The process commenced in 

September 2014 with the publication of the first of three consultations on this topic. The objective of CP86 is to introduce 

initiatives “designed to underpin the achievement of substantive control by FMCs, acting on behalf of funds, over the 

activities of their delegates.” The guidance applies to UCITS management companies (“ManCos”), authorised 

Alternative Investment Fund Managers (“AIFMs”), self-managed UCITS and internally managed Alternative Investment 

Funds (“AIFs”) that are authorised as AIFMs. CP86 provides guidance on seven key areas: 

 The rationale for board composition. 

 Directors’ time commitments. 

 Organisational effectiveness. 

 Managerial functions. 

 Delegate oversight. 

 Operational issues. 

 Procedural matters. 

 

This paper provides a comprehensive overview of CP86. 

 

Rationale for Board Composition 

 

The CBI requires that each FMC include the rationale for its board composition in its UCITS business plan/AIFMD 

Programme of Activity (“PoA”). It must outline how the board of directors (“board”) as a whole provides the FMC with 

sufficient expertise to properly fulfil its responsibilities. The review of board composition is a key task for the 

independent director who performs the organisational effectiveness role. The CBI has emphasised the importance of 

FMCs keeping their business plans/PoAs up-to-date. The rationale for each change in board composition must be set out 

in the business plan/PoA. Since June 2015, new FMCs are subject to this requirement as part of the authorisation process. 

For existing FMCs, the requirement is to include the rationale for board composition when the next business plan/PoA 

update is being made. 

 

Directors’ Time Commitments 

 

The CBI conducted a thematic review in 2014 to assess the number of directorships held by directors on the boards of 

FMCs and investment funds. The CBI issued guidance to assist boards and directors in assessing the appropriate time 

commitment of directors in fulfilling their roles.  

Key Points in the Guidance 

The CBI deems that an individual director with more than 20 directorships and an aggregate professional time 

commitment in excess of 2,000 hours per year to be “high risk”.  

After January 1st 2016, boards with “high risk” are subject to additional CBI oversight and are assigned priority 

consideration in CBI thematic reviews where board effectiveness is being tested. 

The CBI has advised that it will engage directly with individual directors who: 

 Have a high number of directorships; and 

 Have a high aggregate level of professional time commitments. 

Directors and boards are required to agree a minimum time allocation for board meeting attendance which should 

include all necessary preparation and travel time. This should be documented in the director’s letter of appointment. 

The CBI has stated that individuals with multiple directorships should consider the conflicts that may arise when sitting 

on a number of boards and the corporate interconnectivity that is created. 

Where a director acts as a designated person a separate letter of appointment and time commitment should be issued in 

respect of that role. 
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Organisational Effectiveness  

 

An independent director is required to undertake an organisational effectiveness role to ensure that the relevant FMC is 

organised and resourced in an appropriate manner on an on-going basis. It is not a requirement that the responsible 

director be the chairman however the function aligns with the role one would expect a chairman to perform. A separate 

letter of appointment (including time commitment) is required for this role. The UCITS Business Plan/AIFMD PoA must 

be updated to reflect this appointment. The independent director performing this role may not perform any of the six 

UCITS/AIFMD managerial functions. For FMCs authorised before November 1st 2015, compliance is required by July 1st 

2018. For all other FMCs, compliance is required from the date of authorisation. The CBI has provided a non-exhaustive 

list of matters to be reviewed. These include the following: 

Area of Focus Examples of Good Practice 

Is the board composition 

appropriate and operating 

effectively? 

 The board contains individuals with an appropriate mix of skills, knowledge and 

industry experience to oversee the FMC’s performance. 

 The board receives extensive reporting from both the delegates and the designated 

persons. 

 The board holds quarterly meetings to oversee the management of the FMC.  

 A board effectiveness evaluation/review takes place annually. 

Are the internal resources of 

the FMC adequate? (directors 

and designated persons) 

 Directors have the relevant expertise and skills and participate actively in quarterly 

board meetings.  

 Designated persons appointed by the board have the appropriate skill, competence 

and capacity. 

 The designated persons have the capacity to receive monthly reporting from the 

administrator, depositary and investment manager and to provide quarterly 

reporting to the board. 

Is the organisational structure 

of the FMC fit for purpose? 
 The FMC is authorised under the UCITS regulations/the AIFM regulations and is 

managed and supervised by its board. 

 Functions delegated such as investment management, administration and the 

performance of managerial functions have been assigned to suitably 

regulated/qualified firms/individuals having appropriate expertise and capacity. 

 The board has appointed a depositary, a legal advisor and an external auditor with 

appropriate regulatory skills, expertise and capacity. 

 Quarterly reporting is provided to the board at each board meeting by the third 

parties listed above with the exception of the auditor who reports annually. 

 Material issues are reported by the third parties to the designated persons who 

assess these issues and escalate to the board as appropriate. 

Are there adequate 

arrangements for the 

supervision of delegates? 

 The FMC employs sufficient suitable resources and there is a robust reporting and 

review framework in place to review delegate performance. 

 Both the directors and designated persons ensure that the FMC operates in the best 

interests of investors and monitors the FMC delegates on that basis. 

Is the conflicts of interest 

policy appropriate for the 

FMC? 

 The conflicts of interest policy of the FMC addresses: 

 The identification of circumstances which may give rise to a conflict of interest 

which entails a risk of damage to the interests of the FMC or investors in the 

relevant funds. 

 The procedures to be followed to manage, record and resolve such conflicts. 

 The conflicts of interest policy is reviewed annually. 

 

The CBI has not set a specified frequency for the performance of tasks arising from the organisational effectiveness 

obligations. An annual in-depth assessment supported by ongoing monitoring evidenced by reporting to each quarterly 

board meeting may be appropriate. 
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Managerial Functions 

 

The CBI has streamlined the number of UCITS managerial functions from ten to six and the number of AIFMD 

managerial functions from sixteen to six. There is one completely new managerial function, distribution. The six 

managerial functions under both UCITS and AIFMD are as follows: 

 Investment management.  

 Distribution. 

 Fund risk management. 

 Operational risk management.  

 Regulatory compliance.  

 Capital and financial management.  

 

For FMCs authorised before November 1st 2015, compliance is required by July 1st 2018. For all other FMCs, compliance 

with the six managerial functions is required upon authorisation. 

 

Each FMC must appoint a designated person to each managerial function. A designated person may be appointed to more 

than one function. However the same person cannot perform both the investment management function and either of the 

risk functions. Designated persons may be directors or employees of the FMC. Alternatively, they can be seconded to the 

FMC by a firm which specialises in the provision of designated persons. 

 

Designated persons should receive letters of appointment from FMCs specifying the time commitment and the rate of 

payment. The letter of appointment must require the designated person to act in the best interests of investors. Where a 

director acts as a designated person, he/she will receive a letter of appointment for each role. Designated persons are an 

FMC’s line of management between the board and delegates. They monitor compliance by the FMC with its regulatory 

obligations and report to the board on a regular basis. 

 

If an FMC delegates tasks to third parties and does not have designated persons in place to ensure sufficient managerial 

oversight, the FMC risks being deemed a letterbox entity.  

 

The CBI provided significant comment on the performance of managerial functions. Key matters addressed include: 

 

Required competencies and capacity of designated persons 

Designated persons should have experience and expertise in the managerial functions they have responsibility for. They 

should be up-to-date on the latest developments in order to perform the role effectively. Designated persons should also 

be sufficiently senior in their role, not be more junior than the delegates they are monitoring and they should have 

sufficient experience to be able to meet with the CBI as required. Designated persons should have enough time available 

to perform their roles to a high standard. 

 

Documenting the delegation of tasks 

Where an FMC delegates tasks (e.g. fund administration, investment management), this should be documented in a 

contract such that the delegate knows exactly what its responsibilities are.  

 

Policies and procedures 

The UCITS and AIFM regulatory frameworks require certain policies and procedures to be in place. Appropriate policies 

and procedures must be designed, implemented and complied with on an on-going basis and reviewed periodically. In 

many cases, an FMC will rely on the policies and procedures of its delegates. Where an FMC intends to rely on a 

delegate’s policies and procedures, the FMC’s policies and procedures should document that this is the case. They should 

also document how the FMC will test that the delegate’s policies and procedures are being complied with and provide 

details on the role of the relevant designated person in this regard. 
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Coordination with boards – board oversight 

The delegate oversight guidance referenced previously identifies six distinct areas where boards should direct specific 

attention in the oversight of delegates. These are aligned with the key managerial functions for FMCs. FMCs should 

ensure that designated persons monitor the implementation of actions and strategies approved by the board. 

 

Designated persons are responsible for the production of management information for the board which allows the board to 

conduct appropriate monitoring of the work of the designated person on a regular basis. Designated persons should agree 

appropriate reporting thresholds with the board and identify key performance indicators which trigger immediate 

escalation from delegates and designated persons to the board. 

 

Performance of managerial functions – monitoring and oversight of regulatory obligations 

Certain regulatory obligations are rules where compliance is a matter of fact such as the initial capital requirement for an 

external AIFM. In these cases, designated persons should ensure that it is evident from the reporting they receive that the 

FMC is complying with the rule. Other regulatory obligations require the FMC to exercise judgement, e.g. an AIFM must 

ensure integrity and confidentiality of information. Where judgement is required, the designated person should receive 

sufficient reporting and have sufficient expertise to make an appropriate judgement. The rationale for assessments made 

should be documented and supported by evidence. 

 

Frequency of monitoring and oversight 

FMCs should review the regulatory obligations applicable to each managerial function and consider the frequency of 

interaction that is appropriate. The frequency of monitoring, oversight and the receipt of information from delegates is 

determined by a number of factors including: 

 The complexity of the investment strategy and the types of investment instruments utilised. 

 The markets in which a particular fund operates. 

 

Designated persons should monitor the tasks for which they are responsible on a “day-to-day” basis. This does not 

necessarily mean that monitoring and oversight has to take place daily, although this could be the case. The frequency of 

monitoring and oversight will be driven by the activities of the FMC and its investment funds under management. 

 

Reporting from delegates to designated persons 

FMCs should create a monitoring and oversight framework that allows designated persons to receive the information 

necessary for them to oversee and monitor compliance by the FMC with its regulatory obligations, policies and 

procedures and any directions from the board. Designated persons should ensure that the monitoring and reporting 

framework which has been designed allows the FMC to demonstrate compliance with all policies and procedures.  

 

Meetings between designated persons and delegates 

Designated persons should hold regular meetings with delegates. These may be physical meetings or conference calls. 

Such interaction with delegates should take place on a more frequent basis than board meetings. 

 

Designated persons should also perform on-site visits to delegates. The frequency of on-site visits is not prescribed. On-

site visits to administrators and custodians are normally completed annually. We anticipate that three years may be an 

appropriate timeframe for such visits to investment managers, supplemented by an annual desktop review. However, the 

scale and complexity of fund structures and strategies may suggest more frequent visits. 

 

Approach to information received from delegates 

Designated persons should approach information received from delegates with healthy scepticism. They should not accept 

information received entirely at face value and should challenge delegates and follow up on issues raised to ensure they 

are concluded satisfactorily. Designated persons should record their engagement on reports received from delegates. 

Where a designated person enquires further into information received from a delegate, a record of this engagement should 

be retained. The CBI advises that evidence of constructive challenging by designated persons of information received 



 

5 

 

from a delegate points towards an FMC that is well managed and which takes compliance with regulatory obligations 

seriously. 

 

Allocation of regulatory obligations to managerial functions 

Each FMC should review the regulatory obligations placed upon it and identify under which managerial function each 

regulatory obligations falls. The CBI has provided a framework detailing how it believes the regulatory obligations set out 

in the AIFM Regulations and UCITS Regulations could be allocated to each managerial function. Appendix I includes a 

table which provides examples of some of the managerial obligations placed on AIFMs and/or UCITS ManCos which 

were identified by the CBI as falling under each of the six managerial functions. 

 

Delegate Oversight 

 

The delegate oversight guidance details the CBI’s expectations in respect of the monitoring of delegates by an FMC. It 

applies to all FMCs immediately. It includes details of appropriate reporting to be received by an FMC, escalation 

mechanisms and the type of ongoing communication that is appropriate between the relevant parties. The CBI clarifies 

that key delegates include the fund administrator, investment manager and distributor.  

 

The CBI distinguishes between the role of a director and that of a designated person. A director is responsible for 

oversight while a designated person is responsible for exercising control over delegates on a day-to-day basis, i.e. 

performance of managerial functions.  

 

The guidance states that good governance exists where the allocation of responsibilities is clear, e.g. through fund 

documentation such as Business Plans/PoAs, policies and procedures and internal structures. The CBI highlights the 

importance of open dialogue between an FMC and its delegates along with co-operation between all parties.  

 

The CBI has provided a framework with examples of good practice across six key areas as follows: 

 Investment Management 

 Distribution 

 Risk Management 

 Operational Risk 

 Investment Operations and Administration 

 Support and Resourcing 

 

The examples of good practice are set out in Appendix II. The CBI notes that the framework should be adjusted for each 

FMC so that it is “appropriate and commensurate to the business of the relevant FMC and, where applicable, the 

investment funds it manages.” 

 

The CBI also deals with structures where an external/third party FMC is appointed to an investment fund. This model is 

increasingly prevalent with the external FMC being directly responsible for fund governance and regulatory compliance. 

The CBI has outlined how the fund and the external FMC should work together as follows: 

 The board of the investment fund retains ultimate responsibility for management. It should satisfy itself that the 

external FMC, which is its principal delegate, is performing its tasks to a satisfactory level and that any conflicts 

of interest are identified and managed. 

 The board of the investment fund retains responsibility for issuing the prospectus. It should receive information as 

to the investment approach of the external FMC. The board is also responsible for publishing audited financial 

statements but in the case of an AIF, this responsibility is shared with the external FMC. 

 The board of the investment fund should expect to receive reporting from the external FMC in a number of areas. 

These include: 

 A description of its performance (directly or through delegates) of the investment tasks in Appendix II. 

 A description of significant developments in the distribution of the investment fund. 
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 A description of its performance (directly or through delegates) of the risk management tasks outlined in 

Appendix II. 

 A description of its performance (directly or through delegates) of the operational and administrative 

tasks outlined in Appendix II. 

 A description of the extent of its delegation of any of the tasks and its control framework for oversight of 

its delegates’ performance. 

 

Operational Issues 

 

Rules on the location of directors and designated persons (effective supervision) 

The CBI has confirmed that an FMC which has a Probability Risk and Impact SysteM (“PRISM”) impact rating of 

“medium low” or above will be required to have at least:  

 Three Irish resident directors, or at least two Irish resident directors and one designated person based in Ireland; 

 Half of its directors in the EEA; and  

 Half of its managerial functions performed by at least two designated persons resident in the EEA. 

 

The CBI has confirmed that an FMC which has a PRISM impact rating of “low” will be required to have at least:  

 Two Irish resident directors;  

 Half of its directors in the EEA; and  

 Half of its managerial functions performed by at least two designated persons resident in the EEA. 

 

Most FMCs, including self-managed structures, have a “low” PRISM impact rating. There are a number of factors with 

impact the PRISM rating including: 

 Assets under Management (“AUM”) 

 Number of sub-funds 

 Type of investments (i.e. how risky are the investments and the extent of the use of derivatives) 

 

The requirement for half of the managerial functions to be performed by at least two designated persons resident in the 

EEA is a point that requires attention as it has been widely misinterpreted within the industry. 

 

These effective supervision requirements apply from July 1st 2018 for FMCs authorised before June 30th 2017. For FMCs 

authorised after June 30th 2017, they apply immediately.  

 

A key point to note is that the CBI has scaled back on the proposed requirement that two thirds of fund directors be based 

in the EEA. The CBI has acknowledged that the BREXIT vote in the UK was a significant factor behind the change. 

Given the prevalence of UK (36.9%) and US (40%) fund managers operating Irish domiciled funds, it was felt by 

respondents to the consultation that imposing the two thirds rule would have a negative impact on Ireland’s competitive 

position as a fund jurisdiction for non-EEA fund managers, in particular those from the UK (post BREXIT) and the USA.  

 

Record retention and retrievability of records 

FMCs must retain records that are retrievable on an immediate basis. If the CBI requests documentation from an FMC 

before 1pm (Irish time) on a given day, it must be provided to the CBI on the same day. For any documentation requested 

by the CBI after 1pm (Irish time) on a given day, it should be provided to the CBI by 12 noon on the following business 

day. Each FMC is required to have a record retention policy which is subject to audit either by an external auditor or by 

the internal audit function of the FMC. These requirements apply from July 1st 2018 for FMCs authorised before June 30th 

2017. For FMCs authorised after June 30th 2017, these requirements apply immediately.  

 

The CBI has provided a non-exhaustive list of records which must be maintained by FMCs and the related sub-funds 

which they manage. For the FMC, these include audited financial statements, UCITS business plans/AIFMD PoAs, 

Business Continuity Plans (“BCPs”), board minutes, policies and procedures, letters of engagement, contracts with 

delegates and reports to designated persons. A detailed list is included in Appendix III. 
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Dedicated e-mail address 

Each FMC is required to maintain a designated e-mail address for correspondence with the CBI. This e-mail address must 

be monitored at least daily to ensure that swift responses are provided to all CBI requests. Compliance with this particular 

part of the guidance was required by April 28th 2017.  

 

Procedural Matters 

 

The procedural matters section of the guidance deals with applications for authorisation by FMCs and details of the 

information that the CBI requires where an overseas FMC proposes to use its ManCo passport. The procedural matters 

guidance is currently effective. 

 

FMC applications for authorisation 

The CBI has outlined the requirements for an application for authorisation as an FMC. A summary of the requirements is 

included in Appendix IV.  

 

FMC passport 

An FMC authorised by the CBI may carry out activities for which it is authorised under the UCITS and/or AIFM 

regulations in another member state either by the establishment of a branch or under the freedom to provide services. This 

is known as the FMC passport. The CBI has provided guidance to FMCs wishing to avail of this. 

 

Prior to transmitting an FMC passport proposal, the CBI will engage with the competent authority in the FMC’s proposed 

host member state to identify whether there are any significant local requirements which are imposed on investment funds 

in that jurisdiction that would impact on the complexity of providing services in that jurisdiction. The CBI expects that an 

FMC will have a greater level of resources where it proposes to act as manager to a non-Irish fund. In this case the FMC 

will be expected to have sufficient knowledge of the local regulatory regime. An example of this is knowledge of the 

types of breaches which need to be reported on and the timeframe for this reporting.  

 

The CBI expects that an FMC will describe how it will monitor compliance with regulatory requirements that are 

applicable in the home state of the relevant fund on a day-to-day basis. The CBI also advises that FMCs should have 

representatives available to travel to the fund’s home member state to attend and report at board meetings of the fund. An 

FMC must provide the CBI with an analysis of the impact on its minimum capital requirement of managing a fund that is 

authorised in another member state.  

 

A Summary of What is New in CP86  

 

The principal new items introduced in CP86 may be summarised as follows: 

 A requirement that the rationale for board composition be outlined in the business plan/PoA. 

 A requirement that 50% of directors be in the EEA. 

 A requirement that 50% of managerial functions be performed by at least two persons in the EEA. 

 The introduction of an organisational effectiveness role. 

 A requirement that where a director performs a designated person role there be a separate appointment letter and 

time commitment. 

 Guidance on directors’ time commitments, where the CBI deems a reasonable number of working hours per 

director to be 2,000 per year. 

 The streamlining of the managerial functions to six in respect of both UCITS ManCos and AIFMs and the 

introduction of a new function, distribution. 

 A requirement that the investment and risk managerial functions be segregated. 

 A requirement that designated persons have supporting evidence and a documented rationale for assessments 

made while carrying out managerial functions. 
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 A requirement that designated persons be more senior than those being supervised and that, where appropriate, 

they constructively challenge information received from delegates. 

 A requirement that on-site visits to delegates take place. 

 A requirement that regular meetings (which may be by telephone) with delegates occur. 

 A requirement that FMCs maintain and monitor a designated e-mail address to facilitate correspondence with the 

CBI. 

 A requirement that FMCs maintain relevant records in an easily retrievable manner. 

 A requirement that each FMC have a documented record retention policy. 

 

How can KB Associates Assist? 

 

KB Associates provides a range of services to investment funds including: 

 The provision of UCITS ManCo/AIFM services. 

 The provision of designated persons to perform UCITS business plan/AIFMD PoA functions. 

 The provision of operational and compliance services to both UCITS and AIFMD compliant structures. 

 

If you would like to discuss any issues raised in this paper, please feel free to contact any of the contacts below: 

 Mike Kirby (mike.kirby@kbassociates.ie, +353 1 667 1980).  

 Cormac Byrne (cormac.byrne@kbassociates.ie, +353 1 667 1981).  

 Paul Carrigg (paul.carrigg@kbassociates.ie, +353 1 667 1982). 
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Appendix I 

 

Managerial 

Function 

Examples of Managerial Obligations 

Investment 

Management 

AIFMs 

 An AIFM must implement an appropriate documented and regularly updated due diligence 

process when investing on behalf of an AIF. 

 An AIFM must have adequate understanding of the assets in which an AIF is invested. 

 An AIFM must establish, implement and apply written policies and procedures on due 

diligence and ensure that investment decisions are carried out in compliance with the 

objectives, strategy and risk limits of the AIF. 

 An AIFM must set a maximum level of leverage and must specify the extent of the right to 

reuse collateral. 

 An AIFM must be able to demonstrate that an appropriate liquidity management system and 

effective procedures are in place. 

 An AIFM must monitor the liquidity profile of the AIF’s portfolio of assets. 

 An AIFM must document its liquidity management procedures and review them annually. 

 An AIFM must consider and put into effect the tools and arrangements necessary to manage 

the liquidity risk of each AIF under management. 

 An AIFM must implement and maintain adequate limits for the liquidity or illiquidity of an 

AIF under management. 

 An AIFM must monitor compliance with liquidity limits. 

 An AIFM must regularly conduct liquidity stress tests. 

 An AIFM must assume exposure to the credit risk of a securitisation on behalf of one or more 

AIFs it manages only if the originator or original lender has disclosed to the AIFM that it 

retains a material net economic interest. 

 An AIFM must ensure that the risk profile of such securitisation positions correspond to the 

size, overall portfolio structure, investment strategies and objectives of the relevant AIF as laid 

down in the AIF prospectus. 

 An AIFM must include information on investments in securitisations in the annual report. 

 An AIFM must develop adequate and effective strategies for determining when and how 

voting rights will be exercised. 

 

UCITS ManCos 

 A UCITS ManCo must prevent undue costs being charged to a fund and its unit-holders. 

 A UCITS ManCo must ensure a high level of due diligence in the selection and ongoing 

monitoring of investments, in the best interests of the UCITS fund.  

 A UCITS ManCo must ensure it has adequate knowledge and understanding of the assets in 

which the UCITS fund is invested. 

 A UCITS ManCo must establish policies and procedures to ensure that investments are carried 

out in compliance with the objectives, investment strategy and risk limits of the UCITS fund. 

 A UCITS ManCo must take all reasonable steps to obtain best execution for the UCITS fund. 

 A UCITS ManCo may only aggregate orders of different UCITS funds under management 

under certain conditions. 

 A UCITS ManCo must have strategies in relation to the exercise of voting rights. 

Distribution AIFMs 

 When marketing units of EU AIFs in the home member state of the AIFM, the AIFM must 

submit a notification to the competent authorities of its home member state. 
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Managerial 

Function 

Examples of Managerial Obligations 

 An Irish AIFM must submit a notification to the CBI in respect of each EU AIF that it intends 

to market in another member state. 

 An AIFM intending to manage an EU AIF established in another member state for the first 

time must provide relevant information to the CBI. 

 If an AIFM intends to market units of non-EU AIFs in Ireland, the AIFM must submit a 

notification to the CBI in respect of each non-EU AIF that it intends to market. 

 If an Irish AIFM intends to market units of non-EU AIFs in another member state, the AIFM 

must submit a notification to the CBI in respect of each non-EU AIF that it intends to market. 

 An AIFM marketing AIFs to retail investors must comply with certain CBI requirements. 

 

UCITS ManCos 

 A UCITS ManCo must have procedures to ensure investor complaints are dealt with. 

 A UCITS ManCo must record each complaint and the related resolution measures taken. 

 A UCITS fund authorised by the CBI which proposes to market its units in a member state 

must submit a notification letter to the CBI. 

 A UCITS fund must notify any amendments to relevant documents to the competent authority 

of the UCITS fund host member state and must indicate where those documents are stored. 

 A UCITS fund which is authorised by the CBI and which markets its units in a host member 

state must provide specified information to investors in the member state. The information 

must comply with the host member state requirements and translation may be required. 

 A UCITS ManCo authorised by the CBI which wishes to passport its activities into another 

member state for the first time must notify the CBI. 

 A UCITS ManCo which applies to manage a UCITS fund established in another member state 

must provide specified documentation to the competent authority of that member state. 

 A UCITS ManCo must advise the competent authority of the host member state in the event of 

any material change in specified information previously provided. 

Fund Risk 

Management 

AIFMs 

 An AIFM must implement adequate risk management systems to identify, measure, manage 

and monitor all risks relevant to each AIF’s investment strategy. 

 An AIFM must establish, implement and maintain an adequate risk management policy which 

identifies all the risks to which AIFs it manages may be exposed. 

 An AIFM must adopt adequate and effective arrangements, processes and techniques in order 

to identify, measure, manage and monitor the risk to which managed AIFs are exposed. 

 An AIFM must conduct periodic back-tests of risk measurement arrangements and conduct 

periodic stress tests and scenario analyses of risks arising from changes in market conditions. 

 An AIFM must establish procedures that, in the event of breaches of the risk limits of an AIF, 

result in remedial actions in the best interest of investors. 

 An AIFM must ensure that the risk profile of an AIF corresponds to the size, portfolio 

structure and investment strategies of the AIF it manages. 

 An AIFM must calculate exposure of AIFs using the gross method and commitment method. 

 

UCITS ManCos 

 A UCITS ManCo must have a Risk Management Process (“RMP”) which identifies risks to 

which a UCITS fund may be exposed and their contribution to the overall fund risk profile. 

 The RMP must address the techniques, tools and arrangements that a UCITS ManCo uses to 

monitor and measure risk. 

 The RMP must address the allocation of responsibilities within a UCITS ManCo relating to 
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Managerial 

Function 

Examples of Managerial Obligations 

risk management. 

 A UCITS ManCo must in its RMP, state the contents and frequency of board risk reporting. 

 A UCITS ManCo must have adequate and effective arrangements, processes and techniques to 

comply with global exposure limits and counterparty risk. 

 A UCITS ManCo must conduct periodic back tests and stress tests. 

 A UCITS ManCo must calculate global exposure of UCITS funds under management on a 

daily basis. 

 A UCITS ManCo must ensure that valuation arrangements and procedures are documented. 

 A UCITS ManCo must employ a process for adequate and independent assessment of the 

value of Over-the-Counter (“OTC”) derivatives. 

 A UCITS ManCo must communicate to the CBI the types of Financial Derivative Instruments 

(“FDIs”), underlying risks, quantitative limits and the methods which are chosen to manage 

FDI-related risk. 

Operational Risk 

Management 

AIFMs 

 An AIFM must separate the functions of risk management from the operating units. 

 An AIFM must establish and maintain a permanent risk management function which must 

implement effective risk management policies and procedures. 

 An AIFM’s risk management function must monitor risk limits and notify the AIFM’s 

governing body when it considers the risk profile of an AIF which it manages to be 

inconsistent with these limits. 

 An AIFM’s risk management function must review the policies and procedures adopted for 

the valuation of assets. 

 An AIFM must notify the CBI of any material changes to the risk management policy. 

 An AIFM must set up a historical database in which operational failures, loss and damage 

experienced is recorded. 

 An AIFM’s operational risk policies and procedures must be well documented. 

 An AIFM must review operational risk management policies and procedures annually. 

 An AIFM must establish, implement and maintain an adequate BCP. 

 An AIFM must conduct due diligence before appointing prime brokers, must set out the terms 

of the appointment in a contract and must ensure that prime brokers fulfil certain conditions. 

 An AIFM must notify the CBI before any delegation arrangements become effective and must 

be able to justify the delegation structure for objective reasons. 

 An AIFM must supervise the delegated functions and manage the delegation risks. 

 An AIFM must instruct the delegate how to implement the investment policy and the AIFM 

must monitor this on an ongoing basis. 

 An AIFM must be able to demonstrate that: 

 The delegate is qualified and capable of undertaking the functions in question. 

 The AIFM is in a position to monitor effectively the delegated activities. 

 

UCITS ManCos 

 A UCITS ManCo must establish a permanent risk management function which must have 

necessary authority and must implement the risk management policy and procedures. 

 The risk management function must ensure compliance with the UCITS fund’s risk limit 

system, global exposure and counterparty risk limits. 

 The risk management function must provide advice to the board regarding the identification of 

the risk profile of each UCITS fund managed. 

 The risk management function must provide regular reports to the board outlining risk levels 
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Managerial 

Function 

Examples of Managerial Obligations 

and any breaches to their limits. 

 The risk management function must review procedures for valuation of OTC derivatives. 

 A UCITS ManCo must have procedures adequate to safeguard the security, integrity and 

confidentiality of information and must have a BCP in place. 

Regulatory 

Compliance 

AIFMs 

 In cases where an AIFM is unable to ensure compliance with the requirements of the AIFM 

regulations, it must immediately inform the CBI. 

 An AIFM must provide the CBI with the information it requires to monitor compliance with 

the conditions referred to in the AIFM regulations at all times. 

 The persons who conduct the business of an AIFM must be of good repute and sufficiently 

experienced in relation to the investment strategies pursued by the managed AIFs. 

 An AIFM must at all times act honestly, with due skill, care and diligence in conducting its 

activities and must act in the best interests of investors. 

 An AIFM must employ sufficient personnel with the skills, knowledge and expertise 

necessary for the proper performance of their business activities. 

 An AIFM must maintain financial resources adequate to its assessed risk profile. 

 An AIFM must establish and apply procedures which provide for the prompt and fair 

execution of orders on behalf of each AIF. 

 An AIFM must supply an investor, upon request, with information about the status of an order 

or the acceptance of a subscription order. 

 An AIFM must monitor on a regular basis the effectiveness of their arrangements and policy 

for the execution of orders. 

 An AIFM must be able to demonstrate that it has executed orders on behalf of the AIF in 

accordance with their best execution policy. 

 An AIFM can only carry out an AIF order in aggregate with another order when it can be 

expected that the aggregation of orders will not work to the disadvantage of the AIFs. 

 An AIFM must comply with all regulatory requirements applicable to the conduct of their 

business activities and must treat all AIF investors fairly. 

 An AIFM must ensure that a single depositary is appointed. 

 An AIFM must provide notification to the CBI in relation to the acquisition/disposal/holding 

by an AIF of shares of a non-listed company when the proportion of voting rights reaches, 

exceeds or falls below certain thresholds. This also applies to AIFMs managing AIFs that 

acquire a non-controlling participation in a non-listed company. 

 An AIFM must notify the CBI, the non-listed company and its shareholders where an AIF it 

manages acquires control over a non-listed company. 

 An AIFM must establish, implement and maintain decision-making procedures and an 

organisational structure which specifies reporting lines and allocates functions and 

responsibilities clearly in a documented manner. 

 An AIFM must establish and maintain internal control mechanisms. 

 An AIFM must establish and maintain effective internal reporting and communication of 

information at all levels of the AIFM. 

 An AIFM must establish and maintain a permanent independent compliance function.  

 An AIFM must have remuneration practices and policies in accordance with AIFMD and 

ESMA guidelines. 

 An AIFM must disclose certain information to investors before they invest including 

information relating to redemption policies and information relating to any arrangements made 

by the depositary to contractually discharge its liability. 
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Examples of Managerial Obligations 

 An AIFM must regularly disclose to investors: 

 The current risk profile of each AIF managed and the risk management systems employed. 

 The total amount of leverage employed by each AIF managed. 

 An AIFM must ensure that its senior management: 

 Oversees the approval of the investment strategies for each managed AIF. 

 Implements valuation policies and procedures. 

 Ensures that the AIFM has a permanent and effective compliance function. 

 Reviews on a periodic basis the risk management policy and arrangements. 

 Establishes and applies a remuneration policy in line with AIFM regulations. 

 

UCITS ManCos 

 A UCITS ManCo which provides individual portfolio management services must comply with 

the client asset requirements issued by the CBI under the Markets in Financial Instruments 

Directive (“MiFID”) regulations. 

 A UCITS ManCo must have accounting policies and procedures that enables it to submit 

financial reports to the CBI where required. 

 A UCITS ManCo must have decision-making procedures and an organisational structure 

which specifies reporting lines and allocates responsibilities. 

 A UCITS ManCo must have internal control mechanisms and effective internal reporting and 

communication of information to all levels of the company. 

 A UCITS ManCo must ensure that the compliance function has the necessary expertise. 

 A UCITS ManCo must notify the CBI of material changes to the RMP. 

 A UCITS ManCo must have independent procedures for valuing OTC derivatives. 

 A UCITS ManCo must deliver on an annual basis a report to the CBI containing information 

on the types of FDIs used for each managed UCITS fund. 

 A merging UCITS fund and a receiving UCITS fund must provide information on the 

proposed merger to their unit-holders to enable them to make a judgement on the impact of the 

proposal. They must also notify the competent authorities of a merger taking effect. 

 Where investment restrictions are exceeded for reasons beyond the control of a UCITS fund, 

the UCITS fund must remedy the situation as priority, taking account unit-holders’ interests. 

 A feeder UCITS fund must send the prospectus, KIID and annual and half yearly reports of 

the master UCITS fund in which it invests to the CBI. 

 A master UCITS fund authorised by the CBI must immediately inform the CBI of the identity 

of each feeder UCITS fund which invests in its units. 

 A master UCITS fund must not charge subscription/redemption fees for feeder investments. 

 A UCITS ManCo must publish a prospectus in respect of each UCITS fund it manages which 

must be provided to investors upon request. 

 The prospectus should include a number of items including: 

 An explanation of the UCITS fund’s risk profile and an investment policy statement. 

 A disclosure of the categories of assets in which the UCITS fund is authorised to invest. 

Where a UCITS fund invests in FDIs, a statement should be included indicating the 

purpose and effect of their use. 

 A UCITS ManCo must draw up a KIID for each UCITS fund it manages. The KIID must be 

kept up-to-date and must be available on the website of the UCITS ManCo. There are a 

number of requirements relating to the KIID including:  

 The KIID must enable investors to understand the nature and risks of the product. 

 The KIID must be concise, in nontechnical language and in a specified format. 

 A UCITS fund authorised by the CBI must send its prospectus, annual and half-yearly reports 
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and KIID to the CBI. 

 A UCITS fund that markets its units in Ireland must satisfy the CBI that there are facilities in 

Ireland for redeeming unit-holders and for the making available of required information. 

A UCITS ManCo or depositary of a UCITS fund must keep at an office within Ireland books and 

records and must notify the CBI of the relevant address. 

Capital and 

Financial 

Management 

AIFMs 

 An AIFM must make available an annual report. 

 An AIFM must provide general information in the annual report relating to financial and non-

financial criteria of the remuneration policies and procedures for relevant categories of staff. 

 An internally managed AIFM must have initial capital of at least €300,000 and an external 

AIFM must have at least €125,000. It must also have own funds where a threshold of €250 

million in AUM is exceeded. 

 An AIFM must recalculate additional own funds requirement at the end of each financial year. 

An AIFM must have procedures to monitor on an ongoing basis the value of AIFs managed. 

 An AIFM must have professional indemnity insurance. 

 An AIFM must have sound administrative and accounting procedures. 

 An AIFM must maintain adequate records of their internal organisation. 

 An AIFM must have systems and procedures to safeguard the security of information. 

 An AIFM must ensure that subscription and redemption orders are recorded without delay. 

 An AIFM must ensure that records of portfolio transactions and subscription and redemption 

orders are kept for a period of at least five years. 

 An AIFM must ensure that appropriate procedures are established for the proper and 

independent valuation of AIF assets. 

 An AIFM must ensure that the procedures for calculating the NAV per unit are fully 

documented and subject to regular verification. 

 An AIFM must ensure that valuation is performed by an external valuer or by the AIFM itself. 

 

UCITS ManCos 

 A UCITS ManCo must have initial capital of at least €125,000. It must also have own funds 

where a threshold of €250 million in AUM is exceeded. 

 A UCITS ManCo must ensure that fair, correct and transparent pricing models and valuation 

systems are used for UCITS funds under management. 

 A UCITS ManCo must ensure a high standard of security during electronic data processing. 

 A UCITS ManCo must ensure the employment of accounting policies and procedures to 

ensure the protection of unit-holders. 

 A UCITS ManCo must establish appropriate procedures to ensure the proper and accurate 

valuation of the assets and liabilities of a UCITS fund. 

 A UCITS ManCo must ensure that received subscription and redemption orders are 

centralised and recorded immediately after receipt. 

 A UCITS ManCo must publish an annual report for each financial year and a half-yearly 

report covering the first six months of the year for each fund it manages. 

 The accounting information given in the annual report must be audited by persons empowered 

by law to audit accounts in accordance with the Companies Act. 

 The latest published annual and half-yearly reports must be provided to investors on request. 

 The annual and half-yearly reports must be available to investors in the manner specified in 

the prospectus and Key Investor Information Document (“KIID”). 
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Appendix II 

 

Key Framework 

Area 

Examples of Good Practice 

Investment 

Management 
 The board of the FMC should seek a report from the investment manager prior to the issue 

of the prospectus and launch of a fund to inform it of the proposed investment approach. 

The board should approve the investment approach and should be provided with a number 

of details including: 

 The investment objective and policies. 

 Any benchmark against which the fund’s performance will be presented. 

 The range of assets into which the fund should invest. 

 The frequency of unit dealing and the basis for pricing fund units. 

 The extent to which it is proposed to use financial derivative instruments, the controls to 

which such use will be subject and relevant policies in respect of collateral management, 

counterparty risk and leverage management. 

 Once the fund has been established and launched the board should oversee the investment 

manager’s compliance with the approved investment approach. 

 The board should receive annual presentations from the investment manager detailing 

developments affecting the investment manager, the strategy, the investment team and 

performance. Changes to the investment approach should be approved by the board. 

 The board should receive at least quarterly reports which include details of any departures 

from the investment approach or breaches of the investment manager’s internal policies. 

 Directors should have a good understanding of the investment manager’s business. 

Distribution  At the time of a new fund launch (including any sub-fund), the board should approve the 

proposed distribution strategy, including: 

 Who will undertake the tasks associated with distribution. 

 The marketing strategy and approach. 

 Target markets and channels, including the competitive landscape. 

 The control framework for compliance with any local legal, regulatory, tax or other 

compliance requirements and in a manner consistent with the terms of the prospectus. 

 The board should receive regular reports on distribution, including: 

 Patterns of distribution, sales flows in the period and current pipeline and resourcing. 

 Any local legal, regulatory, tax or other compliance issues. 

 The marketing activities are required to be consistent with the agreed distribution strategy. 

The board should be entitled to receive on request any marketing materials like fact sheets. 

Risk Management  The board should adopt a risk management framework which: 

 Identifies the applicable risks and confirms the risk appetite. 

 Identifies any appropriate risk mitigants. 

 Incorporates appropriate policies for the management and monitoring of risk. 

 The risk appetite statement should be appropriate and proportionate to the nature, scale and 

complexity of the activities of the FMC and funds under management.  

 The board should keep the risk management framework under periodic review. 

 The board should agree how its responsibility for risk oversight and management is 

discharged, given any delegations of tasks. 

 The board may obtain advice on risk issues but retains ultimate decision making capability. 

 An FMC’s risk management framework should address all significant investment risks to 

which any investment fund it manages is exposed. This may include some or all of market 

risk, portfolio risk, liquidity risk, country risk, credit risk, counterparty risk and leverage. 

 Investment risk appetite should be set having regard to items such as: 

 The investment objective, strategy and product design of the funds under management. 
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 The likely nature of potential investors in the funds. 

Operational Risk  A board should satisfy itself that the business of delegates is effectively managed and 

controlled and that appropriate operational risk policies and procedures of the delegates are 

in place. A board should receive regular reports on the performance of delegates. This 

should relate to areas such as complaints, dealing errors, pricing errors and other breaches. 

 A board should receive reports on risks which could impact the FMC and the funds that it 

manages. These would include large dealing risk, reputational risk and regulatory risk. 

 With regard to delegated tasks, a board may consider it appropriate to rely on BCPs 

maintained by delegates. A board should however be satisfied that these BCPs are sufficient. 

Investment Operations 

and Administration 
 When appointing a delegate to take on operational and administrative tasks, a board should 

be satisfied that the delegate has operational resilience, robust risk management procedures, 

sufficient capacity and suitable procedures for maintaining security of information. 

 A board should receive regular reports on operational matters, including depositary reports, 

fund administrator reports, error and breach reporting, and operation of Anti-Money 

Laundering (“AML”) policies.  

 A board should keep an up-to-date valuation policy. It should receive regular reports on 

exceptional valuation items such as stale prices and fair valued securities. 

 A board should approve and keep under review a budget for payments.  

Support and 

Resourcing 
 FMCs need to ensure that they have sufficient resources to enable them to carry out their 

functions properly, taking into account the nature, scale and complexity of their business. 

 The matters on which the board will require support and resources include: 

 Monitoring of developments between board meetings that require immediate attention. 

 Management of board meetings including planning, agendas and action points. 

 Management of other meetings such as training sessions and due diligence visits. 

 Management of documents such as business plans and policies and procedures. 

 Timely preparation of half-yearly and audited financial accounts. 

 Where designating a director for a particular managerial function, the board should be 

satisfied that the individual has the necessary skills. 

 Where a board engages support in discharging its functions, the responsibilities of the 

provider of support should be documented with the board having ultimate responsibility. 
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Appendix III 

 

Examples of Relevant Documents for FMCs Examples of Relevant Documents for each Sub-fund 

 Constitution documents  Prospectus/Supplement 

 Business plan/PoA  KIID (for a UCITS) 

 Annual/Interim audited financial statements  RMP (for a UCITS) 

 Minimum capital requirements data  Administration agreement 

 Internal audit reports/auditors findings  Investment manager agreement 

 Director – letter of appointment  Depositary agreement 

 Designated person – letter of appointment  Prime broker agreements 

 Relevant contracts – legal agreements  Investment performance/risk management reporting 

 BCP  Administrator/Depositary (custody) reports 

 Board pack/board reports/board 

minutes/statutory filings 

 Board pack/board reports/board minutes/statutory 

filings 

 AML reporting records/engagements around 

breaches/errors 

 

 Procedures and processes  

 Reports to designated persons  

 Documentation evidencing designated persons 

performing their designated roles 

 

 Reports to directors  

 CBI regulatory correspondence  
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Appendix IV 

 

Requirements for FMC Applications for Authorisation 

 A completed application form signed by two directors of the applicant FMC. 

 Completed Individual Questionnaires (“IQs”) in respect of each director and senior manager and any natural 

person with a qualifying holding (greater than 10%) in the FMC.  

 A detailed UCITS business plan/AIFMD PoA which accurately reflects current activities and procedures. The 

CBI provides a non-exhaustive list of the detailed information it requires in a UCITS business plan/AIFMD PoA. 

The information includes: 

 An original or certified copy of the certificate of incorporation. 

 An original or certified copy of the constitutional documents, e.g. for an Irish Collective Asset-

management Vehicle (“ICAV”) this would be an instrument of incorporation. 

 Proposed initial staffing numbers and projected staff numbers for the first three years of operation. 

 Detailed financial projections covering a period of three years. 

 Details relating to the organisational structure of the FMC. These include: 

 A proposed organisation chart including reporting lines between directors and delegates. 

 A distinction between functions retained by the FMC and those delegated to third parties. 

 Details of key personnel. 

 Details of ultimate beneficial owners. 

 Details of the permitted activities of the relevant FMC. 

 Where the FMC intends to delegate managerial functions the following are required: 

 The identity of the director/employee/designated person responsible for each managerial function 

including a description of the role which will be carried out by the designated person and a copy 

of the procedures that will apply to that function. 

 Details of the reports that the designated person will receive from service providers. 

 A distinction between the types of decisions falling within the remit of the designated person and those 

falling within the remit of the board. 

 The frequency of board meetings and the identity of parties required to attend such meetings. 

 Details of systems being utilised by the FMC and details of operating procedures including those relating 

to internal controls, BCP and staff training. 

 Details of compliance procedures including those relating to AML. 

 Details of reports which designated persons should receive and review where an FMC delegates 

activities. The reports received by designated persons should be comprehensive and received frequently. 

 Details of accounting procedures including procedures to ensure proper valuation of assets and liabilities. 

 Details of a conflicts of interest policy and a policy in relation to voting rights. 

 Annual audited accounts of the direct parents of the FMC. 

 

 


