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Introduction

The Fitness & Probity (F&P) Regime established by the Central Bank Reform Act 2010
(the 2010 Act) is a cornerstone of the regulatory framework and is critical to
protecting the public interest and maintaining confidence in the financial system. The
F&P Regime seeks to ensure that individuals in key and customer-facing positions
within regulated firms comply with the Fitness and Probity Standards (the F&P
Standards) issued by the Central Bank of Ireland (the Central Bank) i.e. these
individuals must be competent and capable, act with honesty and integrity, and be
financially sound?.

Regulated firms have a statutory obligation to ensure such individuals meet the F&P
Standards. The Enria Report? notes that an effective gatekeeping function includes
that “financial firms [take] ownership of the process, with rigorous vetting of potential
candidates and choice of board members and key function holders that ensure the
highest standards of professionalism and ethical behaviour, matching the complexity
and sensitivity of the business conducted by the firm.”

The Individual Accountability Framework (the IAF) established by the Central Bank
(Individual Accountability Framework) Act 2023 represents a significant enhancement
to the regulatory regime. The |AF is designed to provide support to firms and senior
management in implementing effective governance frameworks and promoting good
cultures within firms.

The F&P Regime addresses the suitability of individuals to fulfil relevant roles, whilst
the Senior Executive Accountability Regime3 (SEAR) established under the |AF focuses
on their responsibilities when performing those roles. The F&P Regime, when coupled
with the IAF, seeks to strengthen leadership and decision-making and promotes a
strong governance and risk culture within firms.

In addition, the Minimum Competency Code 2017 (the MCC) sets out minimum
professional standards for persons providing certain financial services, in particular
when dealing with consumers. The MCC specifies certain minimum competencies that

1 Fitness and Probity Standards.

2The Enria Report refers to three ingredients for an effective gatekeeping function. The other two are a clear
framework in which supervisory judgment is exercised according to well understood principles, and fair procedures
being strictly observed throughout the F&P process.

3 MiFID Investment Firms are in-scope of SEAR where they underwrite on a firm commitment basis and/or deal on

own account and/or are authorised to hold client assets.
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https://www.centralbank.ie/docs/default-source/regulation/how-we-regulate/fitness-probity/fitness-and-probity-standards-2025.pdf?sfvrsn=ef8f6f1a_2
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persons falling within its scope must comply with when performing certain controlled
functions.

Pre-Approved Controlled Function (PCF) and Controlled Function (CF) role holders
have been described as a first line of defence against internal control weaknesses that
could otherwise lead to systemic problems. By ensuring that the right people are in the
right roles, the F&P Regime underpins the Central Bank’s safeguarding outcomes* and
is a foundational part of a healthy, responsible and resilient financial system.

The Central Bank recently undertook a desk-based thematic assessment of key
aspects of the F&P Regime in the MiFID Investment Firm sector, including a focus on
steps taken by firms following the introduction of the IAF to embed it into their
governance framework. The Central Bank would like to take this opportunity to thank
all firms who participated in the thematic assessment, during which firms were found
to be open and engaged.

The objective of the thematic assessment was to evaluate firms' approaches to:

e Policies and Procedures in respect of the F&P Regime, including amendments
made following the introduction of the IAF and SEAR (where relevant);

e Due Diligence and Annual Certification documentation to ensure the ongoing
fitness and probity of individuals appointed to CF or PCF roles;

e Measures undertaken following the introduction of the IAF, including a review
of Statements of Responsibilities (SOR) and Management Responsibility Maps
(MRM); and

e Records demonstrating that relevant staff have satisfied the requirements of
the MCC.

This supervisory work is aligned to the Central Bank’s ‘Safety and Soundness of Firms’,
‘Protection of Consumer & Investor Interests’ and ‘Integrity of the Financial System’
safeguarding outcomes. The F&P Regime aims to ensure that Boards and senior
management of firms meet high standards of integrity and seeks to ensure competent
and ethical leadership, which in turn should result in the placing of consumer and
investors’ interests at the heart of their business.

The thematic assessment observed that while the majority of firms have detailed F&P
policies and procedures in place, a cohort of firms did not effectively apply the
requirements in practice. This was particularly evident regarding the due diligence to
be completed in respect of a PCF role holder at on-boarding stage and annually
thereafter. This is particularly concerning as this is a crucial element of the F&P

4 The Central Bank’s four safeguarding outcomes are (1) Protection of Consumer and Investor Interests (2) Safety

and Soundness of Firms (3) Financial Stability and (4) Integrity of the Financial System.
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process where there is a statutory obligation on the firm to ensure their CF and PCF
role holders are complying with the F&P Standards. It was also noted that firms have
taken proactive steps to embed the IAF into their business.

The purpose of this industry communication is to outline the key findings from the
thematic assessment and to remind firms of the related guidance material and the
Central Bank’s expectations of firms and their boards in respect of the operating
effectiveness of F&P frameworks as well as on ensuring comprehensive and effective
embedding of the IAF/SEAR within the firms’ governance framework. This report also
sets out the Central Bank’s expectations in terms of next steps that all MiFID
investment firms should take in consideration of the findings from the thematic
assessment. All firms that were in-scope of this thematic assessment have already
received firm-specific feedback, including actions for them to take to address any
deficiencies identified.

Background

Regulated firms have a continuing obligation to comply with F&P requirements under
the 2010 Act. Firms have a statutory obligation to ensure that individuals performing
CFsincluding PCFs meet the F&P Standards, by undertaking due diligence both prior
to appointment and on an on-going basis thereafter.

The thematic assessment was undertaken to assess the consistency of implementation
of key aspects of the F&P Regime and to promote a robust governance and risk culture
across the MiFID Investment Firm sector. At the time of the thematic assessment, the
F&P Standards December 2023 and the Guidance on F&P Standards December 2023¢
were in situ. The thematic assessment focussed on a representative sample of firms in
the sector and involved:

(i) Anassessment of firms’ responses to a questionnaire and a review of
supplementary information provided relating to firms’ F&P, IAF and MCC
processes;

(ii) A review of the steps taken by firms following the introduction of the IAF to
embed it into their governance framework, including a sample review of

> Section 21 of the 2010 Act.
¢ While these documents have since been superseded by the F&P Standards 2025 and the Guidance on F&P
Standards 2025 published in November 2025, there were no material changes to the underlying F&P Standards.



https://revisedacts.lawreform.ie/eli/2010/act/23/section/21/revised/en/html
https://www.centralbank.ie/regulation/how-we-regulate/fitness-probity/fitness-probity-guidance/legal-framework
https://www.centralbank.ie/regulation/how-we-regulate/fitness-probity/fitness-probity-guidance/legal-framework
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Statements of Responsibility (SOR) and Management Responsibility Maps
(MRM); and

(iii) A sample review of firms’ due diligence carried out prior to the appointment of a
PCF role holder and as part of the annual certification process.

Summary of Findings

Overall, the Central Bank observed that many of the firms included in the thematic
assessment had policies and procedures in place that were sufficiently detailed and for
a number of firms it was clear these were implemented in practice, ensuring that CF
and PCF role holders remain suitable for their PCF/CF role.

Good practices identified included firms demonstrating that they had considered the
outputs of the annual certification process and issuing PCF role holders with a
certificate indicating that the firm is satisfied the individual complies with the F&P
Standards; as well as firms undertaking a review of their continuous professional
development records on an annual basis.

However, deficiencies were identified in a cohort of firms with respect to the due
diligence undertaken. Some firms were unable to provide sufficient evidence of due
diligence completed at the time of on-boarding a PCF role holder and/or for the annual
certification process. It was evident for these firms that their policies and procedures
did not provide sufficient detail on how the firm would meet their obligation to satisfy
themselves that a CF or PCF role holder meets the F&P Standards. Common gaps
included failure to obtain a signed copy of the PCF role holder’s agreement to comply
with the F&P Standards, lack of evidence of self-certification of potential conflicts of
interests, and failure to provide documents evidencing the firm’s assessment of the
individuals’ competence and capability (for example interview notes).

Failure to ensure appropriate due diligence is undertaken in advance of the
appointment of PCF role holders leaves firms and customers open to significant
potential risk if key decision makers are not of sufficient fitness or probity. The
requirements of the annual certification process are also a key control in ensuring that
PCF role holders continue to meet the standards as circumstances may change during
their tenure.

In relation to the IAF it was noted that the majority of firms have taken effective steps
to embed the IAF by updating policies and procedures and providing training to staff;
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however, a small number of firms should take further action to fully embed the IAF. A
number of good practices observed include firms developing a Reasonable Steps
Framework to assist employees in understanding their roles and responsibilities; and
the Compliance Function attesting on a quarterly basis to the fact that the MRM is up-
to-date.

However, some firms still have additional work to undertake to reach the expected
level of maturity in terms of embedding the framework with the IAF not adequately
reflected in their policies and procedures. The Central Bank observed that although
the policy documents detailed the purpose of the IAF and the text aligned with the
Guidance on the Individual Accountability Framework (IAF Guidance)’, the documents
lacked specific details on how the firms tailored their approach to the IAF or the
actions the firm had taken to embed the new framework.

Of the firms in-scope of SEAR requirements, the majority had a good standard of
MRMs and SORs. However, a small number of firms had MRMs that did not meet the
prescribed standards. The Central Bank identified that key information was missing
from some MRMs, such as the omission of ‘inherent’ or ‘other’ responsibilities; and the
absence of clear reporting lines to management and/or committees of the Board.

The MRM is a key document for the successful embedding of SEAR in regulated firms.
An incomplete, out of date or poorly executed MRM weakens the effectiveness of
SEAR in the firm.

In relation to SORs, it was observed that in one instance there were shared
responsibilities across two PCF role holders which were not aligned with the limited
permitted circumstances set out in the IAF Guidance. Sharing of the responsibilities
weakens one of the key tenets of SEAR which is individual accountability.

There were no significant adverse findings in relation to how firms demonstrated
compliance with the MCC requirements, having regard to their MCC registers and
continuing professional development logs. It is important that all firms consider the
applicability of the MCC to their business model and maintain appropriate
documentation to demonstrate compliance with the underlying requirements where
relevant.

7 Guidance on the Individual Accountability Framework published in April 2024.



https://www.centralbank.ie/docs/default-source/publications/consultation-papers/cp153/appendix-2-to-the-feedback-statement-to-cp153-guidance-on-the-iaf.pdf?sfvrsn=5fdf9d1d_5
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Next Steps for Firms

All MiFID Investment Firms should review their arrangements, practices, policies and
procedures against the findings and feedback outlined in this report, including the
areas for improvement and the good practices that firms may leverage in their own
businesses to raise governance standards across the sector.

Firms should prioritise the following areas for review

e Policies and Procedures: Review and update F&P policies and procedures to
ensure they are sufficiently detailed and current, and then ensure they are
implemented in practice. Ensure policies clearly reflect how the IAF applies to
the firm's specific business model.

e Due Diligence and Annual Certification: Strengthen due diligence and annual
certification processes to ensure comprehensive documentation and evidence
retention. Implement formal processes that are consistently applied.

e Individual Accountability Framework: Ensure full embedding of the IAF within
the firm's governance framework, with clear documentation of how the
framework applies to the firm's specific business model. Provide training to
relevant staff.

e Senior Executive Accountability Regime: Verify that all Prescribed
Responsibilities are allocated to individual PCF role holders. Ensure that the
potential need for ‘Other Responsibilities’ to be defined and allocated has been
thoroughly assessed and actioned and that Management Responsibility Maps
and Statement of Responsibilities are current and comprehensive.

The F&P Regime is a cornerstone of the Central Bank's regulatory framework. By
ensuring that the right people are in the right roles, the F&P Regime strengthens
leadership and decision-making, promotes a strong governance and risk culture within
firms, and ensures that consumers' and investors' interests are protected.

The |AF represents a significant enhancement to the regulatory regime and is designed
to promote more robust governance frameworks. However, the effectiveness of the
IAF depends on firms implementing it thoroughly and embedding it within their
governance framework.

Maintaining trust in the financial sector relies on regulated firms taking ownership of
and fulfilling their responsibilities under the F&P and IAF regime, and in doing so
demonstrating their commitment to upholding high ethical standards and promoting a
culture of accountability and transparency. Such a commitment fosters public
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confidence in the financial sector, which is critical for its stability and long-term
success.

The Central Bank remains committed to supporting firms in implementing the F&P
Regime and IAF effectively and will continue to monitor compliance and effectiveness
through its supervisory activities. Firms are encouraged to engage with their
supervisors if they require clarification on any of the findings or details set out in this
report.
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