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Irish Regulation in Focus: Culture and
Individual Accountability

Increasingly, there is a focus on culture and
individual accountability in regulated firms. This
has been heightened by various consumer
protection issues which have been investigated
including the tracker mortgage examination; high
profile enforcement actions and the recent
engagement with insurers on business
interruption cover during COVID-19.

Consistently, the Central Bank of Ireland
("Central Bank") has been very clear in
communicating its "strategic commitment to
elevate the regulation of the behaviour of
regulated firms", as referenced in its Strategic
Plan 2019 — 2021" (the "Strategic Plan").

The Strategic Plan also referred to an intention to
"focus on the culture of firms and individual
accountability of the people who run the firms we
regulate, to embed high standards of conduct
that deliver fair outcomes for consumers" and to
"take action where these standards are not being
met".

The Central Bank expects firms' actions to be
aligned with the expectations of its
customers/investors and will take action where it
believes firms (and senior management) are
falling short of this expectation.

Promoting an Effective Culture

The Central Bank does not define culture, however
this is broadly recognised as comprising the

! https://www.centralbank.ie/docs/default-
source/publications/corporate-reports/strategic-plan/central-
bank-of-ireland-strategic-plan-2019---2021.pdf?sfvrsn=5

attitudes, behaviours and core values of a firm and
its people.

In promoting an effective culture (and, in particular,
an effective risk management culture) a firm
should:

e Foster an environment of open
communication and effective challenge
through both an environment of constructive
engagement without fear of retaliation and
robust HR policies to support the response
and resolution to employee concerns; and

e Integrate customers' interests into the firm's
strategy and organisational values.

In order to promote an effective culture, firms
should set the tone from the top. This will involve
embedding a culture which is set by the board of
directors and is continually reinforced by senior
management who are trained to recognise and
resolve issues and behaviours that can erode a
positive culture.

IAF and SEAR

The Central Bank has recently reiterated? the need
to strengthen the supervisory and enforcement
tools available to it, and to introduce new legislation
to formalise an Individual Accountability
Framework ("IAF") and a new Senior Executive
Accountability Regime ("SEAR").

These new regimes will enhance the Central
Bank's ability to hold individuals to account for

2 https://www.centralbank.ie/news/article/speech-derville-
rowland-opening-statement-joc-9-mar-2021
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regulatory breaches in the area for which they are
responsible.

The IAF will be made up of a number of Conduct
Standards:

e Common Conduct Standards for all staff;

e Additional Conduct Standards for senior
management; and

e Standards for Businesses which will apply to
regulated firms.

This will formalise the Central Bank's existing
expectations. Employees in firms should already
be complying with these standards in practice.

SEAR - Regulatory and Employment
Law Considerations

From a regulatory perspective SEAR will require
firms to implement an entirely new regime. Some
of the key elements of SEAR will involve:

¢ Firms identifying those in Senior Executive
Functions ("SEFs");

e The Central Bank prescribing mandatory
responsibilities for firms, which must be
allocated to individuals carrying out SEFs
and which are inherent to that particular role;

¢ Requiring each SEF to have a documented
Statement of Responsibilities, which clearly
sets out their role and areas of
responsibility; and

e Firms producing Responsibility Maps
documenting key management and
governance arrangements in a
comprehensive, accessible and clear single
source of reference.

From an Employment perspective it will involve:
¢ Engaging on a collective and individual

level with affected employees in good time
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about the impact of SEAR on roles,
responsibilities and reporting lines;

e Collaborating and consulting on an
individual level to define new role structures,
reporting lines and responsibilities;

e Preparing to navigate discussions on
increased or decreased responsibility and
perception of seniority;

Documenting agreed changes; and

e Ensuring that HR policies and senior
management support a culture which drives
appropriate behaviours and consistent
satisfactory performance.

Adopting a risk-based approach, and reflecting
the approach taken when the UK introduced its
Senior Managers and Certification Regime, the
Central Bank has indicated there will be a
phased implementation of the SEAR, focusing
firstly on:

e Credit institutions (excluding credit unions);

¢ Insurance undertakings (excluding reinsurance
undertakings, captive (re)insurance
undertakings and insurance special purpose
vehicles);

¢ Investment firms which underwrite on a firm
commitment basis and/ or deal on own
account and/or are authorised to hold client
monies/assets; and

e Third country branches of the above.

Even before the legislation to support these new
regimes is published, the Central Bank has
clearly set out its expectations and these should
be considered by regulated firms as part of a
review of the existing culture in the firm, including
whether individual accountability underpins that
culture.



Diversity and Inclusion

In the context of culture, conduct and behaviour,
the Central Bank regularly emphasises the
importance of meaningful diversity and inclusion
in the leadership of firms. This has been a
consistent theme in its recent public statements
and is likely to continue to be a feature in future
regulatory guidance. In its Strategic Plan, the
Central Bank recognised diversity as being an
essential driver for improvements in the
governance of regulated firms.

The Central Bank expects independent directors
to "bring something different' and has remarked?
that higher levels of diversity at senior levels can
contribute to reducing the likelihood of "group
think", increasing the level of challenge and
improving decision making and risk
management.

The Demographic Analysis Report* recently
published by the Central Bank highlighted low
levels of gender diversity in senior roles.
Commenting on this report, the Central Bank
noted that "a lack of diversity at senior
management and board level is a leading
indicator of heightened behaviour, culture and
governance risks. As diversity is so
interconnected with risk, resilience and financial
performance, it will continue to be a priority for
the Central Bank".

Government has announced that draft Gender
Pay Gap legislation will be published in 2021.
When enacted this will require businesses to
report on the pay differences between men and
women including in relation to variable
remuneration and to publish the results of its
analysis. This will highlight not only deltas in pay
between men and women but also gender
imbalances at the senior leadership level in firms.

% https://www.centralbank.ie/news/article/the-importance-of-
diversity-in-fs-sibley-13-Feb-2018

* https://www.centralbank.ie/docs/default-
source/regulation/how-we-regulate/diversity-and-
inclusion/2020-demographics-of-the-financial-sector-report.pdf
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Further Information

Further information on our Financial Services
Regulatory Group, and the services we provide,
is available on our website® and in our brochure®.

If you would like further information, please liaise
with your usual Maples Group contact or any of
the contacts listed below:

Financial Services Regulatory

Stephen Carty
+353 1 619 2023
stephen.carty@maples.com

Lorna Smith
+353 1619 2125
lorna.smith@maples.com

Philip Keegan
+353 1619 2122
philip.keegan@maples.com

Alison Gibney
+353 1619 2158
alison.gibney@maples.com

Employment

Karen Killalea
+353 1 619 2037
karen.killalea@maples.com
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This update is intended to provide only general information for
the clients and professional contacts of the Maples Group. It does
not purport to be comprehensive or to render legal advice.
Published by Maples and Calder (Ireland) LLP.

° https://maples.com/en/services/specialty-services/irish-
financial-services-regulatory

® https://maples.com/-/media/files/pdfs/articles-and-
chapters/financial-services-regulatory-group---core-services.pdf


https://www.centralbank.ie/news/article/the-importance-of-diversity-in-fs-sibley-13-Feb-2018
https://www.centralbank.ie/docs/default-source/regulation/how-we-regulate/diversity-and-inclusion/2020-demographics-of-the-financial-sector-report.pdf
https://www.centralbank.ie/news/article/the-importance-of-diversity-in-fs-sibley-13-Feb-2018
https://www.centralbank.ie/news/article/the-importance-of-diversity-in-fs-sibley-13-Feb-2018
https://www.centralbank.ie/docs/default-source/regulation/how-we-regulate/diversity-and-inclusion/2020-demographics-of-the-financial-sector-report.pdf
https://www.centralbank.ie/docs/default-source/regulation/how-we-regulate/diversity-and-inclusion/2020-demographics-of-the-financial-sector-report.pdf
https://www.centralbank.ie/docs/default-source/regulation/how-we-regulate/diversity-and-inclusion/2020-demographics-of-the-financial-sector-report.pdf
https://maples.com/en/services/specialty-services/irish-financial-services-regulatory
https://maples.com/-/media/files/pdfs/articles-and-chapters/financial-services-regulatory-group---core-services.pdf
mailto:stephen.carty@maples.com
mailto:lorna.smith@maples.com
mailto:philip.keegan@maples.com
mailto:alison.gibney@maples.com
mailto:karen.killalea@maples.com
mailto:karen.killalea@maples.com
https://maples.com/en/services/specialty-services/irish-financial-services-regulatory
https://maples.com/en/services/specialty-services/irish-financial-services-regulatory
https://maples.com/-/media/files/pdfs/articles-and-chapters/financial-services-regulatory-group---core-services.pdf
https://maples.com/-/media/files/pdfs/articles-and-chapters/financial-services-regulatory-group---core-services.pdf

