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Scrutiny Increased for Firms Seeking MiFID Authorisation, Says Compliance
Ireland’s Oakes
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Firms looking to be newly authorised under MiFID are facing a higher level of scrutiny then those ‘grandfathered in’ when MiFID came into effect, says Peter Oakes, director
at Compliance Ireland. For the latter, some regulators are waiting until 2009 to verify a firm’s full compliance. Meanwhile Oakes says his firm is starting to see savvy buy side
firms using MiFID to negotiate better deals from the sell side.

Oakes’ firm, which offers management consulting and training on regulatory issues to financial firms, has recently released a number of MiFID manuals and offers tailored
consulting specifically focused on these types of firms. For authorised firms it offers half day training courses based in Dublin at fixed dates through the year, or on an
in-house basis, says Oakes.

Oakes explains that under the risk-based approach that Irish, British and other regulators operate, the process for new authorisations is quite stringent in that it requires the
firms to demonstrate they are fully MiFID compliant. Authorised firms are classified on a scale of high to low risk, with high risk firms getting more intensive ongoing
supervision.

Oakes says: “The regulators are asking a lot more questions now than they did of firms already operating when MiFID went live.” He attributes this change partly to the
enhanced passport under MiFID, as regulators don’t want to be ‘embarrassed’ if a newly authorised firm attempts to expand into another county, but is found non-compliant
by the foreign regulator.

Existing firms that were ‘grandfathered in’ under MiFID should be fully compliant, but in practice may have until next year to prove it. Oakes explains: “Across Europe, most
firms saw 1 November come and go if they were authorised already.” The current reality, says Oakes, is that many firms, especially smaller ones across the EU, may not yet
be fully compliant. He reckons that while 2008 will be “the year of good faith”, firms should expect to be able to demonstrate full MiFID compliance by 2009 or face sanctions.

Oakes also cautions that although most investment firms are focused on satisfying regulators, firms should be worried about customers suing them. While he isn’t aware of
any action from high net worth investors, he does know of one pension fund that has challenged their investment manager and broker on best execution under MiFID. The
result was a fee rebate and better business terms going forward. He fully expects more of the same as the more savvy buy side firms realise they can use MiFID protections
as leverage in negotiations. Yet he finds that most firms aren’t fully aware of this issue or if so, don’t appreciate the bottom line risk.

So far Compliance Ireland has published three MiFID manuals, entitled MiFID Compliance, MiFID Procedures and MiFID Risk-based Compliance Monitoring Programme.
Sample pages are available on the firm’s website and the cost off the shelf is around £10,000, but the price varies based on a number of factors including whether the firm
also needs additional consulting, says Oakes.

The manuals either reference the specific Irish implementation of MiFID or are available in a ‘generic’ MiFID version. The latter is aimed at non-Irish firms who can then take
the manual to their legal department or engage a consultant in order to ‘map’ MiFID’s rules to the local rules as transposed by that country’s regulators or legislators.

According to Oakes, the manuals are useful to firms undergoing the authorisation process, as every MiFID firm must demonstrate compliance with Regulations 35
(Compliance Function), 36 (Risk Management Function) and 37 (Internal Audit Function). In addition, other MiFID regulations require firms to clearly document their policies
and procedures that are designed to secure compliance with MiFID.

Compliance Ireland’s MIFID half day training course, which costs £425, provides a hands-on workshop on the Irish regulations (S.1 60 of 2007) implementing MiFID
regulations and focuses on the key MiFID requirements and best practices. Key aspects of the Irish regulations implementing MiFID focusing on how these affect business,
client contracts/relationships, information technology systems, other systems and controls, compliance/risk/operational functions and outsourcers are reviewed.
Compliance Ireland also offers manuals and consulting in a number of other areas such as anti-money laundering and data protection.

Oakes, along with his business partner Kevin O’'Doherty, who is also a director, have nearly 40 years of financial services experience between them in such fields as
corporate governance, financial control, legal, compliance, MiFID, director services, data protection, operations and risk management, covering a broad spectrum of
regulatory affairs, both financial and non-financial businesses. When advising clients outside of Ireland, the firm trades under the name ‘City Compliance’.
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