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What 

got us 

here? 

CP86 -  p roper ly  known as  Funds  Management  Company  E f fect iveness  i s  a  body  o f  work
that  the  Cent ra l  Bank  o f  I re land  under took  to  bet te r  exp la in  to  D i rectors  and  Des ignated
Persons  how the  Cent ra l  Bank  expects  them to  ac t .  
 
I t  a l so  se ts  out  the  Regula tor ' s  expecta t ions  a round how I r i sh  Author i sed  fund
Management  Compan ies  (ManCos )  and  Se l f  Managed Investment  Compan ies  (SMICs )
would  comply ,  and  demonst ra te  compl iance ,  w i th  the  ru les  they  were  sub ject  to  under
the  UCITs  and  A IFMD reg imes .  
 
The  work  took  about  3  years  to  complete ,  the  f ina l  CP86  package  was  publ i shed  in
December  2016 .  
 
There  was  an  18  month  t rans i t ion  per iod  before  CP86 came in to  fu l l  e f fec t  1s t  Ju ly  2018 .
At  wh ich  t ime the  Regula tor  f lagged that  i t  would  car ry  out  a  rev iew process  to  assess
how wel l  ManCos  and  SMICs  were  comply ing  w i th  the  ru les .  T rue  to  i t s  word ,  the  rev iew
process  began  in  June  2019  when  the  Cent ra l  Bank  sent  a  quest ionna i re  to  a l l  fund
ManCos  and  SMICs .  
 
They  upped the  ante  however  in  August  o f  2019 ,  when  i t  sent  a  le t te r  to  a  sample  o f
ManCos  and  SMICs  d i rec t ing  them to  submi t  a  package  o f  mater ia l s  to  the  Regula tor  fo r
fu r ther  rev iew .  
 
Those  documents  submi t ted  w i l l  now fo rm par t  o f  the  Cent ra l  Bank 's  desk  based  rev iew
of  how wel l  ManCos  and  SMICs  a re  comply ing  w i th  CP86 .   



What 

happens 

next?

F i r s t l y  t h e  C e n t r a l  B a n k  w i l l  h a v e  t o  r e v i e w  i n  d e t a i l  t h e  t h o u s a n d s  o f  p a g e s
s u b m i t t e d  b y  t h e  s a m p l e  o f  M a n C o s  a n d  S M I C s  a s  p a r t  o f  a  d e s k  b a s e d  r e v i e w .
O n c e  t h a t  i s  c o m p l e t e ,  a n d  i t  i s  f a i r  t o  a s s u m e  t h a t  w i l l  t a k e  a  l i t t l e  b i t  o f  t i m e ,
t h e  R e g u l a t o r  w i l l  e m b a r k  o n  a  n u m b e r  o f  o n - s i t e  r e v i e w s .  
 
T h e  l e t t e r  t h a t  w a s  s e n t  t o  t h e  s a m p l e  f i r m s  f o r  t h e  d e s k  b a s e d  r e v i e w ,  d i d
i n c l u d e  a  p r o v i s i o n  t h a t  t h e y  m a y  b e  v i s i t e d  a s  p a r t  o f  t h e  r e v i e w  p r o c e s s .  I t  i s
r e a s o n a b l e  t o  a s s u m e  t h a t  t h e s e  f i r m s  a r e  v e r y  m u c h  i n  t h e  c r o s s  h a i r s .  
 
W i l l  o t h e r  F u n d  M a n C o s  a n d  S M I C s  b e  c a l l e d  f o r  t h e  o n - s i t e  i n s p e c t i o n ?
P r o b a b l y  n o t ,  b u t  t h i s  i s  a l s o  n o t  y e t  c e r t a i n .  
 
W h a t  h a p p e n s  a t  a n  o n - s i t e  i n s p e c t i o n ?  
 
F o r  a n  o n - s i t e  i n s p e c t i o n ,  t h e  R e g u l a t o r  w i l l  v i s i t  t h e  p r e m i s e s  o f  t h e  M a n C o  o r
S M I C ,  w h e t h e r  t h a t  i s  t h e i r  o w n  o f f i c e  o r  t h e  p r e m i s e  o f  t h e i r  l a w y e r s .   T h e y  w i l l
l i k e l y  b r i n g  a  t e a m  o f  2  t o  4  p e o p l e  w i t h  t h e m .  T h e  C e n t r a l  B a n k  w i l l  l o o k  t o
m e e t  w i t h  m e m b e r s  o f  s e n i o r  m a n a g e m e n t ,  i n c l u d i n g  d i r e c t o r s ,  a n d  d e s i g n a t e d
p e r s o n s  o f  t h e  M a n C o s / S M I C s .  
 
T h e  R e g u l a t o r  w i l l  i n t e r v i e w  t h e  i n d i v i d u a l s  t h e y  s e l e c t e d ,  m o s t  l i k e l y  o n  t h e i r
o w n ,  a n d  t h e y  m a y  o r  m a y  n o t  a l l o w  t h e  i n t e r v i e w e e  t o  h a v e  a  n o t e  t a k e r  w i t h
t h e m .   T h e  i n t e r v i e w e e  s h o u l d  e x p e c t  t h e  i n t e r v i e w  t o  i n c l u d e  c h a l l e n g i n g  a n d
p o i n t e d  q u e s t i o n s .  T h e r e  w i l l  b e  n o  p o i n t  u n d e r t a k i n g  a n  o n - s i t e  r e v i e w  p r o c e s s
i f  t h e  R e g u l a t o r  d i d n ' t  u s e  i t  a s  a n  o p p o r t u n i t y  t o  g a t h e r  i n f o r m a t i o n  b e y o n d  t h e
w r i t t e n  s u b m i s s i o n .
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Any  f i rm that  i s  be ing  inspected  should  expect  to  rece ive  a  R i s k  M i t i g a t i o n  P r o g r a m m e
o r  a n  R M P .  Th i s  i s  a  fa i r ly  s tandard  process  a t  the  conc lus ion  o f  a  rev iew process
car r ied  out  by  the  Cent ra l  Bank .  
 
The  RMP wi l l  usua l ly  ident i fy  the  a reas  o f  r i sk  tha t  the  Cent ra l  Bank  fee ls  mer i t s
fu r ther  a t tent ion .  I t  w i l l  se t  out  the  s teps  to  be  taken  by  the  f i rm to  address  the  r i sks
as  wel l  as  mi t iga te  them wi th in  a  se t  t ime f rame .  
 
The  rev iewed f i rm w i l l  p robably  be  g iven  the  oppor tun i ty  to  comment  on  the  dra f t
before  i t  i s  f ina l i sed ,  and  th i s  may  g ive  them a  chance  to  in f luence  the  f ina l  shape  and
text  o f  the i r  rece ived  RMP.  
 
A t  an  indust ry  leve l  i t  would  be  qu i te  normal  fo r  the  Cent ra l  Bank  to  i ssue  a  D e a r  C E O
l e t t e r  t o  a l l  M a n C o s  a n d  S M I C s  wh ich  w i l l  se t  out  the  rev iew process  they  have
under taken  and  ident i fy  indust ry  w ide  ac t ions  tha t  they  now want  completed .
 
Th is  w i l l  spec i fy ;  i ndust ry  w ide  i ssues ,  inc lude  a  l i s t  o f  to  dos ,  and  set  out  t ime f rames
for  wh ich  ac t ions  have  to  be  completed .   Of  course  f i rms  w i l l  be  expected  to  respond
to  the  Regula tor  to  conf i rm they  have  act ioned  the  le t te r  and  note  any  i ssues  tha t  may
have  a r i sen .  
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The Dear  CEO le t te r  may  a lso  be  used  by  the  Regula tor  to  l i s t  good pract ices  tha t
they  have  ident i f ied  as  they  have  gone  th rough  the  rev iew process  o r  poss ib ly  to  se t
out  poor  p ract ices  where  they  have  seen  f i rms  run  in to  d i f f i cu l t ies .  
 
I t  i s  poss ib le  tha t  the  Cent ra l  Bank  w i l l  look  to  amend CP86 as  a  consequence  o f  th i s
rev iew process .  They  have  le f t  th i s  opt ion  open  and  sa id  tha t  i t  w i l l  depend on  what
they  f ind  as  they  move  th rough  the  process .  
 
Amend ing  CP86 gu idance  would  probably  invo lve  a  publ ic  consu l ta t ion  process ,  but
the  Cent ra l  Bank  may  dec ide  fu r ther  ru les  a re  necessary .
 
The  Cent ra l  Bank  has  f lagged in  i t s  desk  based  rev iew le t te r ,  t h a t  a l l  o f  t h e  p o w e r s  o f
t h e  C e n t r a l  B a n k  a r e  a v a i l a b l e  t o  i t s  s u p e r v i s o r s  a s  t h e y  c o n d u c t  t h i s  r e v i e w .  T h i s
i n c l u d e s  i t s  e n f o r c e m e n t  p o w e r s  a n d  i t s  a b i l i t y  t o  e n t e r  i n t o  a d m i n i s t r a t i o n
s a n c t i o n  p r o c e d u r e s .  
 
So  sanct ion ing  o f  ManCos  and  SMICs  and  f in ing  them as  a  resu l t  o f  the  CP98  rev iew i s
on  the  tab le  -  a lbe i t  tha t  i t  may  not  be  the  Regula tor ' s  f i r s t  por t  o f  ca l l .  



I n  our  exper ience  jus t  over  30  days  in to  the  CP86 Let te r  be ing  i ssued  August  2019 ,  f i rms
are  broadly  fa l l ing  in to  3  ca tegor ies  in  te rms  o f  CP86  prepara t ion .   
 
1 . T h e  A - T e a m
Proact ive ,  engaged ManCos  expect ing  to  be  inspected  and  prepar ing  fo r  tha t  inspect ion .
They  have  deve loped a  p lan ,  located  a reas  o f  weakness ,  and  a re  now invest ing  suf f i c ient
t ime prepar ing  answers  fo r  the  quest ions  the  Cent ra l  Bank  i s  l i ke ly  to  be  prob ing  in to .   
 
2 . T e a m  C o n f u s e d . c o m  
They  know act ion  i s  requ i red ,  and  they  a re  keen  to  engage  -  but  they  don ' t  know where
to  beg in .  The  cha l lenge  i s  to  unders tand  bet te r  and  more  c lear ly  what  the  Cent ra l  Bank
expects ,  what  the  rev iew process  enta i l s  and  how to  approach  i t .  The  r i sk  i s  they  spend  .
too  much  t ime f igur ing  out  the  s ta r t ing  l ine  so  tha t  they  have  insuf f ic ient  t ime to  p repare
for  an  ons i te  inspect ion .  
 
3 . T e a m  L a s t M i n u t e . c o m
Th is  g roup  a re  not  a l i ve  to  the  complex i ty  o f  a  Cent ra l  Bank  rev iew process .  They  a re
perhaps  s i t t ing  back  and  wa i t ing  unt i l  the  le t te r  a r r i ves  not i fy ing  them that  they  a re
go ing  to  be  the  rec ip ient  o f  an  ons i te  inspect ion .   Wh i le  they  w i l l  get  advance  not ice  o f
an  ons i te  inspect ion ,  i t  w i l l  not  g ive  them suf f ic ient  t ime to  p repare  fu l ly  fo r  the  Cent ra l
Bank 's  v i s i t  to  your  o f f i ce .  The  o ther  r i sk ,  i s  tha t  the  ex terna l  adv isors  tha t  they  may  l i ke
to  ca l l  up  on  to  ass i s t  them wi l l  p robably  be  o therwise  engaged w i th  f i rms  who a re  ahead
of  the  curve ,  mak ing  i t  more  d i f f i cu l t  fo r  them to  prepare  a t  a l l ,  never  mind  prepare
suf f ic ient ly .

Reactions to
CP86 so far? 



Key CP86
Challenges for

ManCos?

F o r  M a n C o s  a u t h o r i s e d  w i t h i n  t h e  l a s t  1 8  m o n t h s ,  o r  o l d e r  M a n C o s  t h a t  h a v e
o f f i c e  p r e m i s e s  a n d  f u l l  t i m e  s t a f f ,  t h e  k e y  c h a l l e n g e s  t h e y  a r e  l i k e l y  t o  f a c e
w h e n  t h e  R e g u l a t o r  a r r i v e s  o n s i t e  i n c l u d e :  
 
1 .  G o v e r n a n c e  -  t h e  R e g u l a t o r  w i l l  p r o b a b l y  i n q u i r e  i n t o  a n d  t e s t  t h e i r
g o v e r n a n c e  a r r a n g e m e n t s .  T h e y  w i l l  b e  i n t e r e s t e d  t o  s e e :  h o w  t h e  b o a r d  o f
d i r e c t o r s  a c t s  a n d  h o w  e f f e c t i v e  t h e y  a r e  a t  p u t t i n g  i n t o  p l a c e  t h e
r e c o m m e n d a t i o n s  a n d  s u g g e s t e d  a p p r o a c h e s  s e t  o u t  f r o m  c p 8 6  g u i d a n c e ;  h o w
y o u  a p p r o v e  n e w  f u n d  a u t h o r i s a t i o n  a p p l i c a t i o n s ;  h o w  g o o d  a r e  t h e y  a t
o v e r s e e i n g  a n d  c h a l l e n g i n g  t h e  i n v e s t m e n t  m a n a g e r ;  h o w  g o o d  a r e  t h e y  a t
i d e n t i f y i n g  a n d  t e s t i n g  r i s k s  a n d  d r a w i n g  t h e s e  o u t  i n  b o a r d  m i n u t e s .
 
2 .  O r g a n i s a t i o n a l  E f f e c t i v e n e s s  R o l e  ( O E R ) -  t h e  C e n t r a l  B a n k  h a s  f l a g g e d  s i n c e
d a y  o n e  t h a t  i t  i n t e n d e d  t o  l o o k  a t  h o w  t h e  O E R  i s  b e i n g  p e r f o r m e d  a n d  h o w
f o r  e x a m p l e  r e c o m m e n d a t i o n s  m a d e  b y  t h e  O E R  a r e  b e i n g  i m p l e m e n t e d  b y  a
M a n C o / S M I C  i n  p r a c t i c e .  W h i l e  t h e  C e n t r a l  B a n k ' s  d e s k  b a s e d  r e v i e w  l e t t e r
d i d  n o t  g o  i n t o  t h i s  t o p i c  i n  d e t a i l ,  i t  i s  f a i r  t o  a s s u m e  t h a t  t h e i r  o n s i t e  r e v i e w
t e a m  w i l l  b e  v e r y  i n t e r e s t e d  i n  h o w  t h e y  O E R  i s :  g e t t i n g  o n  i n  p r a c t i c e ;  w h e r e
t i m e  i s  g o i n g  a n d  h o w  m u c h  i s  b e i n g  d e d i c a t e d  t o  t h e  r o l e ;  h o w  t h e y  c a n
d e m o n s t r a t e  v a l u e .  T h e s e  a r e  a l l  q u e s t i o n s  f i r m s  m u s t  h a v e  a n s w e r s  f o r  i n
a n t i c i p a t i o n  o f  t h e  R e g u l a t o r  a d d r e s s i n g  t h e s e  i s s u e s .  
 
3 .  O p e r a t i o n s  -  M a n y  o f  t h e  d o c s  r e q u i r e d  t o  b e  s u b m i t t e d  u n d e r  t h e  d e s k
b a s e d  r e v i e w  l e t t e r ,  r e l a t e  t o  t h e  p e r f o r m a n c e  o f  t h e  i n v e s t m e n t  m a n a g e m e n t
a n d  f u n d  m a n a g e m e n t  r o l e s ,  s o  f u n d  M a n C o s  s h o u l d  e x p e c t  a  l o t  o f  q u e s t i o n s
f r o m  t h e  o n - s i t e  t e a m  o n  t h e s e  t w o  a r e a s .  M a n C o s  s h o u l d  b e  v e r y  f a m i l i a r  w i t h
h o w  r o l e s  a r e  p e r f o r m e d  i n  p r a c t i c e  a n d  h o w  t h e y  c a n  b e  i m p r o v e d .  
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For  SMICs  and  Legacy  ManCos  tha t  have  resourc ing  models  based  on
secondments  such  as :  
 
1 .  th i rd  par ty  inves tment  managers
2 .  th i rd  par ty  spec ia l i s t  se rv ice  prov iders
 
These  f i rms  w i l l  l i ke ly  f ind  tha t  the  Regula tor ' s  focus  i s  very  much  on  resources .
 
Cons ider  tha t  new ManCos  coming  th rough  the  I r i sh  author i sa t ion  process  over
the  las t  2  years  have  cer ta in ly  seen  h igher  leve ls  o f  resources  be ing  requ i red
leav ing  a  s ign i f i cant  gap  in  how legacy  f i rms  would  be  opera t ing  in  compar i son
to  newly  author i sed  f i rms .  
 
I t  i s  reasonable  to  expect  tha t  Legacy  ManCos  and  SMICs  a re  expected  to  c lose
the  gap  on  the i r  leve l  o f  resourc ing  so  a l l  I r i sh  author i sed  f i rms  a re  opera t ing  a t
s im i la r  s tandards  and  do ing  so  in  t ime fo r  the  Regula tor ' s  on-s i te  inspect ion .
Resourc ing  in  par t icu la r  shou ld  be  g iven  h igh  pr io r i ty  wh i le  p repar ing  fo r  the
CP86 rev iew process .
 
2 .  T IMING -  SMICS  might  expect  tha t  they  w i l l  be  g iven  a  t rans i t ion  per iod
fo l lowing  a  CP86 rev iew a l lowing  them to  rev is i t  and  increase  the i r  resources ,
however ,  i t  may  not  p lay  out  l i ke  th i s .  
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SMICs  might  expect  tha t  they  w i l l  be  g iven  a  t rans i t ion  per iod  fo l lowing  a  CP86
rev iew a l lowing  them suf f ic ient  t ime to  rev is i t  and  increase  the i r  resources .
However ,  i t  may  not  p lay  out  l i ke  th i s . Ins tead  o f  se t t ing  a  l ine  in  the  sand  and
g iv ing  a l l  SMICs  a  t imef rame by  wh ich  they  must  inc rease  the i r  resources ,  i t  i s
poss ib le  tha t  the  Cent ra l  Bank  w i l l  approach  th i s  in  a  more  phased  bas is .  In
pract ice  th i s  cou ld  mean ,  when  an  ex i s t ing  SMIC  approaches  the  CB w i th  the i r
request  fo r  f i tness  and  prob i ty  c learance  fo r  a  new d i rector  to  rep lace  one  go ing
on  mat  leave ,  o r  about  to  re t i re  -  th i s  cou ld  prompt  a  rev iew of  resources .  In
tu rn ,  tha t  cou ld   se t  the  c lock  t i ck ing  fo r  the  SMIC  to  have  to  dec ide ,  and  thus
implement ,  a  new s t ronger  resourc ing  model  tha t  meets  the  Regula tor ' s
expecta t ions .  Th is  would  l i ke ly  impact  the  SMIC 's  degree  o f  cont ro l
 
The  above  scenar io  would  l i ke ly  take  t im ing  out  o f  the  SMIC 's  cont ro l  and
poss ib ly  make  th ings  awkward  fo r  the  SMIC .  Whi le  a  SMIC  may  th ink  th i s
requ i rement  i s  years  down the  t rack ,  fo r  example  a  d i rec tor  res ign ing ,  cou ld
prompt  the  process  to  commence  fa r  more  qu ick ly .



F i r m s  a r e  p r o a c t i v e l y  p r e p a r i n g  f o r  t h e  C P 8 6  r e v i e w  p r o c e s s  a r e
i n v e s t i n g  r e s o u r c e s ,  t i m e  a n d  e n e r g y  i n  4  k e y  a r e a s :  
 
1 . L a y  o f  t h e  L a n d :  S t r e n g t h s ,  W e a k n e s s e s  
2 .  D o c u m e n t  S u b m i s s i o n  R e v i e w
3 .  M o c k  I n t e r v i e w s  1 - o n - 1  w i t h  e a c h  m e m b e r  o f  t h e  L e a d e r s h i p
T e a m
4 .  F u l l  d a y  w o r k s h o p p i n g  t h e  C P 8 6  I n s p e c t i o n  P r e p a r a t i o n
T i m e l i n e
 
The  Cent ra l  Bank  Regula tors  w i l l  be  very  wel l  p repared .  They  w i l l
have  spent  months  beh ind  the  scenes  prepar ing  fo r  your  on-s i te
rev iew .  
 
Fund  ManCos  tha t  don ' t  take  prepara t ion  equa l ly  ser ious ly  run
the  r i sk  o f  an  ons i te  inspect ion  process  tha t  i s  fa r  more  d i f f i cu l t
and  t ime consuming  than  i t  needs  to  be .  You  a lso  run  the  r i sk  tha t
your  on-s i te  rev iew outcome goes  beyond rece ip t  o f  an  RPM.
 
F o r m a l  &  d e l i b e r a t e  p r e p a r a t i o n  w o u l d  b e  w e l l  a d v i s e d  f o r  t w o
r e a s o n s :  
 

Be ing  e f f i c ient  and  e f fect ive  in  work ing  w i th  Regula tors  on  s i te ,
demonst ra t ing  you  know your  bus iness  wel l ;  s t rengths  and
weaknesses .
Bu i ld ing  a  re la t ionsh ip  w i th  the  Regula tor  tha t  demonst ra tes
you  a re  a  ManCo or  SMIC  that  takes  i t s  regu la tory  ob l iga t ions
ser ious ly  and  a re  one  tha t  can  be  t rus ted  to  ac t  in  the  best
in te res t  o f  your  inves tors  a t  a l l  t imes .  

1 .

2 .

How are Firms
Preparing? 



Aquest.ie/FixMyCP86

For more information on CP86, CP86 podcasts, Aquest newsletters and to

inquire about Aquest's CP86 Inspection Preparation Advisory, go here: 



A s  t h e  f o r m e r  h e a d  o f  t h e  C e n t r a l  B a n k  o f
I r e l a n d ’ s  F u n d s  P o l i c y  T e a m  a n d  t h e  C e n t r a l
B a n k ’ s  P r o j e c t  L e a d  o n  C P 8 6 ,  D a n i e l  w a s
i n v o l v e d  i n  d e s i g n i n g ,   d r a f t i n g  &
i m p l e m e n t i n g   r e g u l a t o r y  i n i t i a t i v e s  a f f e c t i n g
t h e  f u n d s  i n d u s t r y  f r o m  2 0 1 0  t o  2 0 1 7 .  
 
Wi th  an  in t imate  knowledge o f  CP86  coupled  w i th
the  perspect ive  o f  an  ex- regula tor ,  Dan ie l  i s  in  a  un ique
pos i t ion  to  he lp  f i rms  improve  the i r  re la t ionsh ip  w i th  the
f inanc ia l  regu la tor  by  becoming  Regula tor  In te l l igent .      
 
Before  jo in ing  the  Cent ra l  Bank ,  Dan ie l  worked  as  an
investment  funds  lawyer  fo r  9  years  a t  Wi l l i am Fry ,  one  o f
I re land ’s  lead ing  law f i rms .     
 
Today ,  Dan ie l  Lawlor  i s  MD of  Aquest ;  a  bout ique  f i rm
ded icated  to  improv ing  your  exper ience  w i th  the  f inanc ia l
regu la tor .
 

Daniel Lawlor
 

Ex-Regulator
Irish Funds Lawyer

Lead Advisor at Aquest 


