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Ever increasing regulatory demands
• Significant increase in CBI scrutiny of and expectations for MiFID firms over past 

18-24 months. Specific areas of focus include:

• Reform of MiFID regulations on European-wide agenda

• Individual Accountability Regime (CP153)

• Client Asset Requirements

• Bedding down of IFR/IFD and introduction of a subset of K-Factors for ManCos

with MiFID permissions (CP152)

• Sustainability agenda and ESG Reporting – SFDR and CSRD

01  The Current State of Play

• Market Integrity and Market Conduct Risk

• Cybersecurity, Operational Resilience (CP140), DORA, 

Data Quality and Digital Innovation

• Existence and activity of Internal Audit functions –

increasingly a requirement for all new licensees

• CBI Cross Industry Guidance on Outsourcing (CP138) -

including intra-group arrangements

• Enhanced ESMA Product Governance requirements, 

and CBI focus on Structured Retail Products

• Fund costs and fees

• Control Frameworks and Risk Appetite Statements –

Dear CEO March 2023



Individual 
Accountability 
Framework (CP153)

02

Áine MacDonnell



6Document Classification: KPMG Public
© 2023 KPMG, an Irish partnership and a member firm of the KPMG global organisation of independent member firms affiliated with 

KPMG International Limited, a private English company limited by guarantee. All rights reserved.

The Central Bank of Ireland (Individual Accountability Framework) Act 2023 was enacted on 09 March 2023. A three month consultation (CP153) period is now live, closing 

on 13 June 2023. The IAF will result in significant changes across in-scope organisations and will impact all aspects of in-scope firms’ operating models and the employee 

lifecycle.

▪ Enhanced F&P Regime to 

include a Certification Regime 

applicable to the current Control

Functions (“CFs”)

▪ Holding companies in scope

▪ Power to investigate individuals who                                       

performed controlled functions up to 6 years                              p    

prior to commencement of investigation

▪ Common standards for CFs and 

PCFs

▪ Additional standards for every 

PCF in every RFSP and those 

exerting significant influence, 

focussing on “reasonable steps” 

taken and disclosure to the CBI

▪ Standards for Businesses

focussing on customers, market 

conduct, integrity, and controls

▪ Enforcement against individuals directly

rather than only where they are 

proven to have participated

in a firm’s wrongdoing

▪ Direct enforcement action for

breaches of

Conduct Standards

▪ Will apply to the current Pre Approval 

Controlled Functions (“PCFs”) and become 

Senior Executive Functions (“SEFs”). 

Draft regulations set out requirements for:

▪ Prescribed Responsibilities 

▪ Statements of Responsibility 

▪ Overall Management 

Responsibilities Map (“MRM”)

Conduct 

Standards

Senior Executive 

Accountability 

Regime (“SEAR“)

Fitness and 

Probity (“F&P“)

Enforcement 

Process

Individual 

Accountability 

Framework

• Applicable to 

Banks, 

Insurance 

Firms, some  

Investment 

Firms and Third 

Country 

Branches from 

1 July 2024

• Applicable to all 

RFSPs from 31 

December 2023

• Applicable to all 

RFSPs from 31 

December 2023

• Applicable to all 

RFSPs from 31 

December 2023

Effective Date Requirement

From 31 December 2023
Conduct Standards including the accountability of senior individuals for running their parts of the business effectively (i.e. Additional 

Conduct Standards) 

From 31 December 2023 F&P Regime enhancements including firm certification requirements and the inclusion of holding companies within the regime

From 01 July 2024 SEAR for those firms in-scope

Investment firms in scope for the SEAR element of IAF from 1 July 2024 are those which underwrite on a firm commitment basis and/or deal on own account 

and/or are permitted to hold client assets. The CBI will carry out a review of the Framework’s operation three years after implementation.

Individual Accountability Framework – CP153
01  The Current State of Play

https://www.centralbank.ie/publication/consultation-papers/consultation-paper-detail/cp153-enhanced-governance-performance-and-accountability-in-financial-services-regulation-and-guidance-under-the-central-bank
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2007
Client Asset Requirements 

(CAR) was introduced for MiFID 

firms and IIA firms authorised to 

hold client assets (Central Bank 

Client Asset Regulations 2007)

2015
Regulations for safeguarding of 

client assets and investor 

money published

2018
Updated Client Asset 

Requirements (CAR) 

regulations and guidance 

effective

1 January 2024
New Regulations also 

apply to credit institutions 

providing MiFID services 

and holding client assets 

December 2020
CBI Consultation Paper issued 

containing a number of new proposals 

with the aim of ensuring that client 

assets remain appropriately 

safeguarde

1 July 2023
New requirements 

effective for investment 

firms

February 2023
Revised Client Asset 

Regulations issued and 

accompanying draft 

guidance and addendum 

issued

Background and Scope
02 Revised Client Assets Requirements (CAR)

• New Client Asset Regulations effective for investment firms 1 July 2023, following consultation with the aim of ensuring

that client assets remain appropriately safeguarded, especially in the event of insolvency.

• Regulations published in July 2022 following consultation with the aim of ensuring that client assets remain appropriate

safeguarded, especially in the event of insolvency. Consultation issued to address shortcomings in previous regime and

to provide for complex business models where client assets are held, including wholesale market activity in the Irish

market as a result of Brexit.
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Summary Key Considerations

Segregation ▪ Client assets should be deposited directly into a third party client asset account. 

Where this is not possible those circumstances should be documented in the firm’s 

CAMP.

▪ Cheques should be recorded immediately in the firm’s books and records and 

deposited promptly. Physical assets should be stored securely and movements 

should be logged

• Identify circumstances 

where it’s not possible to 

deposit funds directly into 

the client asset account

Designation & 

Registration

▪ The existing requirement to clearly identify client assets in records will apply to in 

scope credit institutions going forward.

▪ Firms should review relevant documentation including for third party relationships to 

ensure that client asset account(s) opened prior to the application of the CAR to 

credit institutions are correctly designated. 

• Identify in-scope accounts 

and implement robust 

process to ensure 

compliance

Reconciliation ▪ Client funds reconciliations must take place at least daily (or monthly where client

funds are held in the form of fixed term deposits). Client financial instruments

reconciliations to third parties must take place at least monthly.

▪ Where a firm enters into Securities Financing Transactions or is using financial

instruments for its own account, for the purpose of the reconciliation it must record

the client on whose instruction the transaction has been entered, along with their

consent and balance of financial instruments.

▪ Where financial instruments are not deposited with a third party, but rather held

internally, a reconciliation must be performed at least monthly against the records of

the entity responsible for holding legal entitlement.

▪ Physical assets must be reconciled monthly (bi-annually against external records

where they are held on behalf of certain eligible counterparty clients).

▪ Firms must maintain a record of actions taken to remediate reconciliation differences

or discrepancies.

• Review and update existing 

records and processes to 

ensure they are adequate to 

meet requirements

Client asset principles - New requirements 
02 Revised Client Assets Requirements (CAR)
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Summary of Requirements Key Considerations

Calculation ▪ Firms must perform a “calculation” of client financial instruments to ensure that the client financial 

instrument resource is equal to the client financial instrument requirement at least on a monthly 

basis.

▪ In the event of a shortfall of client funds, an investment firm shall deposit, promptly and within 

one working day, funds from its own assets into a third party client asset account. In the event of 

an excess of client funds, a firm shall withdraw from a third party client asset account, promptly 

and within 5 working days, the excess funds.

▪ Any shortfall of client financial instruments should be addressed by the firm as soon as possible 

and within five working days and can be in the form of the firm’s own funds or financial 

instruments. Excesses of client financial instruments should be addressed by the firm as soon as 

possible and within five working days.

▪ Where a shortfall or excess of client assets arises because of a breach of CAR, notification must 

be made to the Central Bank (irrespective of the amounts involved), and firms must maintain a 

record of actions taken to address the shortfall or excess. Firms should consider whether it is 

appropriate to notify the affected client(s) of the situation.

• Review and update 

processes (taking 

account of any required 

system changes) to meet 

this new obligations 

• Assess whether records 

are adequate to conduct 

the new calculation 

process

• Define material 

reconciliation 

differences and material 

shortfall/excess 

thresholds 

• Ensure firm is in a 

position to fund any 

shortfalls identified

Client 

Disclosure & 

Consent

▪ Certain disclosures will need to be included in the impacted firm’s terms of business. 

▪ Credit institutions will need to disclose to clients how their assets are being held

▪ In respect of transfers of client assets, notifications need to be made to the Central Bank where 

the transfers are material, and client consent needs to be obtained.

▪ In wholesale market activity, consent will need to be acquired and agreements put in place for 

financial instruments, and title transfer collateral arrangements. Additionally, disclosures will need 

to be provided by firms providing prime brokerage services.

• Review client 

communications and 

agreements and conduct 

gap analysis against new 

disclosure and consent 

requirements

• As a credit institution 

conducting MiFID 

services, assess whether 

client assets are held as 

deposits or in third-party 

accounts

Client asset principles - New requirements 
02 Revised Client Assets Requirements (CAR)
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Summary of Requirements Key Considerations

Risk 

Management 

• Credit Institutions must appoint a Head of Client Assets Oversight (PCF-45)

• Within the CAMP, firms must produce a Client Asset Applicability Matrix (CAAM) to ensure that 

the firm has identified where client asset obligations arise across its business lines and services. 

The CAAM should set out a clear rationale as to why a product or service is in or out of scope of 

each client asset provision

• Within the CAMP, firms must also produce a Client Asset Risk Matrix (CARM) which reflects the 

risks to safeguarding client assets of that specific business model and descriptions of relevant 

processes and controls to manage these risks

• The location of the client asset breach and incident log should be referenced in the CAMP, by 

hyperlink or other such pathway

• Develop and implement a 

CAMP that reflects the 

changes and is based on 

a detailed assessment 

• Ensure revised CAMP is 

meaningfully addressing 

risk

• Implement robust 

process to keep the 

CAMP updated

Client Assets 

Examination

• Client Asset Examinations (CAE) will need to incorporate the new requirements

• Credit institutions will undertake the CAE for the first time in the 2025

• Consider the operational 

and financial impact of 

changes in scope to your 

client assets 

examination

Client asset principles - New requirements 
02 Revised Client Assets Requirements (CAR)
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Capital Requirements for MiFID firms – IFD/IFR
03 The impact of CP152 on Capital Requirements

Since June 2021, Class 2 MiFID firms have been subject to capital requirements under EU Investment Firms Regulation 2019/2033 (“IFR”)

• The K-Factor methodology has been introduced to calculate a range 

of risks which an investment firm presents to the market, 

customers and the firm itself.

• The requirements are tailored to the respective activities of an 

investment firm, to create a capital requirement that is more 

directly proportional to its risk profile.

• This K-factors aim to quantify the services and business practices 

for a particular investment firm in a risk sensitive manner. 

• The K-Factor methodology is applicable to those firms 

categorised as Class 2 under the new requirements. 

Minimum capital requirements are determined as:

Category K-Factor Description

Risk to 

Customer 

(RtC)

K-AUM Assets under management (discretionary and ongoing non-discretionary advisory).

K-CMH Client money held (on a segregated or non-segregated basis.

K-ASA Assets under safeguard and administration.

K-COH Client orders handled (cash trades and derivatives).

Risk to 

Market 

(RtM)

K-NPR Net position risk on own account trading book positions.

K-CMG Total margins required by firm’s clearing member (if permitted by component authority).

Risk to 

Firm (RtF)

K-TCD Trading counterparty default (own account trading book exposures).

K-DTF Daily trading flow for cash trades or derivatives

K-CON Concentration risk on own account trading book transactions.

Risk to Client (RtC)

K-AUM + K-CMH + K-ASA + K-COH

Risk to Market (RtM)

Higher of: K-NPR and K-CMG

Risk to Firm (RtF)

K-TCD + K-DTF + K-CON

As the framework continues to mature, the incorporation of K-factors into ICAAP is an area of increasing focus for both Internal Auditors 

and Regulators.



14Document Classification: KPMG Public
© 2023 KPMG, an Irish partnership and a member firm of the KPMG global organisation of independent member firms affiliated with 

KPMG International Limited, a private English company limited by guarantee. All rights reserved.

CP152 – K-factor requirements
03 The impact of CP152 on Capital Requirements

Under the new CP 152 proposal, Mancos providing individual portfolio management services will be required to consider K-factors in 

determining their minimal capital requirements.

Minimum Capital requirements will be  determined by applying the higher of:

Minimum Capital Requirements

under the UCITS/AIFM Regulations 

as applicable.

B

“Risk-to-Client k-Factor” requirement 

(new for ManCos, but similar to regs 

applicable to MiFID firms under IFR). 

K-Factor Coefficient

K AUM 0.02%

K CMH
0.4% on seg accounts

0.5% on non-seg accounts

K ASA 0.04%

K COH*

0.01% on cash trades**

0.01% on derivatives

Existing CBI minimum capital requirements

I. Initial Capital plus Additional Amount

‘Initial capital’ of €125k + ‘additional 

amount’ of 0.02% of AUM in excess of 

€250bn 

Or

II. Expenditure Requirement 

one quarter of previous year’s expenditure 

as set out in most recent annual accounts

Plus

III

.
Professional Lability Risks

0.01% of AIF AUM (only applicable in the 

case of AIFMs to AIFM AUM)

A B
new

The purpose is to create a level playing field 

in the calculation of own funds requirements 

for Mancos using their MiFID top-up licences. 

Small and non-interconnected” ManCos

are out of scope for CP 152

They must satisfy all of the following 

conditions:

K AUM < €1.2Bn

K CMH zero

K ASA zero

K COH < €100M per day for 

cash trades

< €1Bn per day for 

derivatives

On & off bal. 

sheet total of 

ManCo

< €100M

Annual ManCo

gross revenue 

from IPM

< €30M
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Governance

Strategy

Risk Management

Metrics & 

Targets

6 core objectives

CC mitigation

CC adaptation

Water & marine

Circular economy

Pollution

Biodiversity

C
u

rr
e

n
t

D
u

e
 2

0
2

3

SFDRCSRD
EU

Taxonomy

Double materiality
Principal Adverse Impacts

/ Taxonomy %

Taxonomy %

TCFD

International 

Gold standard

E E S E S GG E S G

16 mandatory factors

Sustainability risk
Outside-In

Inside-out

Identifying interlinkages across EU frameworks…
04 ESG Reporting Considerations for MiFID Firms
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What does SFDR do for transparency?
SFDR came into force in March 2021. It introduced mandatory sustainability disclosures for EU based 

asset managers. It also introduced a product classification system and associated disclosures for 

products managed from or marketed into the EU that have ESG characteristics

04 ESG Reporting Considerations for MiFID Firms

Entity/Manager Level Disclosures

• Sustainability Risk Policy

• Remuneration Policy

• Principal Adverse Impact 

Statement (comply or explain)

Product Classification System

• Article 9 (dark green) – products 

that have “sustainable Investment” 

as their objective

• Article 8 (light green) – products 

that promote environmental or 

social characteristics without a 

commitment to making “sustainable 

investments”

• Article 6 – everything else

Product Level Disclosures

• Pre-contractual disclosures

• Periodic disclosures

• Website disclosures
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SFDR: Example Product Classification
04 ESG Reporting Considerations for MiFID Firms

Article 6

Funds that track a non-

ESG, broad market index

Tracker Funds

ESG integration

Funds that incorporate 

consideration of financially 

material ESG risks into 

investment decision making

Funds with material ESG 

exclusions applied to the 

investment universe

Negative screening

Positive Screening

Funds that overweight 

companies that have 

positive environmental or 

social characteristics

Funds that invest around 

an environmental and

social theme such as 

climate, water or health

Thematics

Impact

Funds that aim to generate 

a measurable positive 

environmental or social 

impact alongside a 

financial objective

Article 8 Article 9
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SFDR: State of the Market
04 ESG Reporting Considerations for MiFID Firms

— Based on prospectus data collected by Morningstar, of 97.4 percent of 

funds1 available for sale in the EU, Article 8 and 9 currently represent up 

to 37.8 percent of the total European funds and up to 53.5 percent of total 

European fund assets.

- About 8,459 funds (33.6 percent) have been classified as Article 8, 

while 1,080 funds (4.3 percent) have been classified as Article 9.

- In terms of assets, Article 8 represents 48.3 percent of the European 

fund assets, while Article 9 funds 5.2 percent of the fund assets. 

Together, these two funds amount to a total of EUR4.3 trillion1.

33.6%

4.3%

62.2%

SFDR fund type breakdown, 
by number of funds

48.3%

5.2%

46.4%

SFDR fund type breakdown,
by assets 

Article 8 Article 9Article 6

Room for interpretation

— There continues to be a lack of consistent market 

practice on the boundaries between SFDR Article 6, Article 

8 and Article 9 funds 

— Certain asset classes and strategies present particular 

challenges including private equity and real estate ‘buy to 

improve’ strategies, short-selling, use of derivatives and 

commodities

Some managers more likely to brand funds 

as sustainable than others
— Divergent treatment of negative screens and the 

integration of financially material ESG factors into 

investment decisions has led to inconsistency in the 

boundary between Article 6 and 8 products

— Firms are setting different thresholds for the minimum 

proportion of sustainable investments required in their 

Article 9 products

Asset managers’ reputation at risk

— According to an analysis by Morningstar, one in four 

Article 8 funds has exposure to companies involved in 

controversial weapons and one in five to tobacco. The 

analysis also noted that 33 percent of Article 8 and 9 funds 

have more than 5 percent exposure to fossil fuel firms.

— The ESAs are considering minimum criteria for Article 8 

funds. This is likely to lead to large scale reclassification 

exercises and product changes

Outlook: According to Morningstar. In recent months, managers have been 

busy preparing to implement the regulatory technical standards that will come 

into effect in January 2023. Ahead of this upgraded disclosure regime, some 

managers have reviewed their funds' classification and downgraded Article 9 

products to Article 8.
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Flow of Investments – 4Q 2022
▪ The global universe of sustainable funds attracted €37 billion of net new money in the fourth quarter of 2022, representing a rise of 

51% relative to the €24.5 billion of inflows in the third quarter of 2022.

▪ The rebound in sustainable fund flows was felt in only three regions: Europe, Australia, and Canada, while the rest of the world, 

including the United States, experienced outflows.

▪ While product development slowed down over 2022 compared with 2021, the number of newly launched ESG funds in the fourth 

quarter at 159 almost levelled with the restated number per the previous quarter.

04 ESG Reporting Considerations for MiFID Firms

Country* 4Q 2022 Flows
(in €Bn)

Total Assets

(in €Bn)

% of All Flows

Europe €40.0 €2,078 109%

United States - €6.2 €286 -17%

Asia Ex. Japan €1.5 €51 4%

Australia/New Zealand €1.6 €29 4%

Japan -€0.6 €25 -2%

Canada €0.5 €28 1%

*Based on Morningstar study: “Global Sustainable Fund Flows: Q4 2022 in Review”
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• PAI Metrics and definitions

• PAI Data Table

Annex I

• Article 8 Pre-contractual disclosure

Annex II

• Article 9 Pre-contractual disclosure

Annex III

• Article 8 Periodic Report

Annex IV

• Article 9 Periodic Report

Annex V

Periodic Reporting
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Intersection of MiFID & SFDR
Suitability Preferences Assessment

• Advisors to consider clients’ sustainability preferences when conducting suitability 

assessments.

• minimum proportion of their investments in sustainable investments, or;

• consider principal adverse impacts on sustainability factors on a quantitative or qualitative 

basis

Sustainable under SFDR 2(17): " ...an investment in an economic activity that contributes 

to an environmental objective or an investment in an economic activity that contributes to a 

social objective..." 

How is this economic activity measured?

• Activity-Based Approach: proportion of revenue and consideration of each PAI

• Stringent Approach: proportion of revenues at the company level

• Threshold level: revenue above a certain threshold and is aligned with a sustainable objective 

(SDGs) and the DNSH objective

Article 6 Article 8 Article 9SFDR Categories
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Disclosure: Quantitative
Suitability Assessment

• At onset, representation of 

sustainable investment thresholds

• Art. 9: Clear % on environmental & 

social and Taxonomy alignment

• Art. 8: Percentage of sustainable 

investments even without the 

objective

• Allocation %

• E/S

• Sustainable

• Taxonomy Aligned

Article 9 Article 8

Sample Quantitative Representations
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Disclosure: Qualitative
Suitability Assessment

• Multiple areas of 

disclosure probing 

sustainability

• Quantitative disclosure is 

supported by qualitative 

disclosure

• Funds must respond to 

Taxonomy related 

concepts;

•DNSH

•OECD Guidelines

•UN Principles
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Contacts
The contacts in KPMG in relation to the topics addressed in today's webinar are:

Ian Nelson

Partner, Head of Financial Services and Head of 

Regulatory Consulting

Tel:  +353 87 744 1989

Email: ian.nelson@kpmg.ie

Ciaran Flynn, CFA 

Director, Risk & Regulatory Consulting

Tel: +353 87 050 4802

Email: ciaran.flynn@kpmg.ie

Áine MacDonnell

Director, Risk & Regulatory Consulting

Tel: +353 87 050 4234

Email: aine.macdonnell@kpmg.ie

Adrian Toner

Managing Director, Risk & Regulatory Consulting

Tel:  +353 87 050 4894

Email: adrian.toner@kpmg.ie

Andrew Farmer 

Director, Sustainable Futures

Tel:  +1 404 222 3000

Email: Andrewfarmer@kpmg.com

mailto:aine.macdonnell@kpmg.ie


29
© 2023 KPMG, an Irish partnership and a member firm of the KPMG global organization of independent member firms affiliated with 

KPMG International Limited, a private English company limited by guarantee. All rights reserved.



The KPMG name and logo are registered trademarks of KPMG International Limited (“KPMG International”), a 

private English company limited by guarantee.

The information contained herein is of a general nature and is not intended to address the circumstances of 

any particular individual or entity. Although we endeavour to provide accurate and timely information, there 

can be no guarantee that such information Is accurate as of the date it is received or that it will continue to be 

accurate in the future. No one should act on such information without appropriate professional advice after a 

thorough examination of the particular situation.

kpmg.ie

© 2023 KPMG, an Irish partnership and a member firm of the KPMG global organization of independent 

member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All 

rights reserved.


