
International Financial Data Services – Consultation Response

Questionnaire for the public consultation on
enhancing the coherence of EU financial services legislation

1. Are there specific areas of EU financial services legislation which contain overlapping 
requirements?  If so, please provide references to the relevant legislation and explain the 
nature of the overlap, which is affected and the impact.

We consider that the EU Financial Services Legislation overlaps in respect of certain areas such 
as remuneration, conflicts of interest and key investor information.  

In respect of remuneration, the proposed UCITS V Directive, Capital Requirements  Directive, 
as well as the AIFMD each cover remuneration policies to a lesser or greater degree.  We 
appreciate that each proposed directive is concerned with different aspects of the financial 
services industry; however the topic of remuneration is captured over various pieces of 
legislation and so therefore provides for an inconsistent approach across the industry as a whole.

The same can be said for the area of conflicts of interest which is captured by UCITS, AIFMD 
and the proposed MiFID II.

In respect of the area of key investor information, under UCITS IV there is a requirement that a 
Management Company prepare and circulate a Key Investor Information Document (KIID) to all
retail clients of the investment fund.  However under the proposed packaged retail investment 
products (PRIPS) initiative, it has also been proposed that a Key Information Document (KID) 
be produced for retail investors in respect of all other financial products.  This may create 
incoherence between financial products.  Different processes and procedures would be applicable
for different investment products, created by a similar document with similar information 
contained therein.  

We appreciate that there are transitional provisions for UCITS for a period of 5 years to allow 
investment funds to align and use KIDs rather than KIIDS.  However, there has been a 
considerable amount of resource exerted, both financial and non-financial, in order to implement 
the requirement for using a KIID only to now be in a position whereby this requirement shall 
become redundant.

_____________________________________________________________________

2. Are there specific areas of EU financial services legislation in which 
activities/products/services which have an equivalent use or effect but a different form are 
regulated differently or not regulated at all?  If so, please provide references to the relevant
legislation and explain the nature of the difference, which is affected and the impact.

Please refer to section above in respect of key investor information.

_____________________________________________________________________
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3. Do you consider that the way EU financial services legislation has been transposed or 
implemented has given rise to overlaps or incoherence? If so, please explain the issue and 
where it has arisen, giving specific examples of EU financial services legislation where 
applicable.

We consider that the manner in which EU legislation has been adopted by individuals Member 
States has caused incoherence across the EU.  For example UCITS IV in respect of date and time
stamping of client orders under UCITS legislation across the EU.  In the UK, client orders are 
date and time stamped.  By contrast, the Central Bank of Ireland has adopted a different 
approach whereby a Management Company can provide the information upon request by an 
investor.  Examples such as these, illustrate that the different approaches that are adopted by 
individual Member States create inconsistencies and incoherence.

Incoherence has also arisen between the Third Money Laundering Directive and the Regulations 
that individual Member States implement.  There are differences in AML verification procedures
regarding documentation required, reliance on third parties and third country equivalence which 
cause a lack of harmonisation and inconsistent requirements for EU citizens.

_____________________________________________________________________

4. How has the sequence in which EU financial services legislation has been developed 
impacted your organisation? Please identify the relevant legislation and, where applicable, 
specific provisions and explain the nature of the impact.

We consider that the sequence of which legislation has been developed, has caused incoherence 
and unnecessary costs across the EU.  As referred to above, the adoption and implementation by 
Member States of certain aspects of UCITS IV legislation across the EU.  

As our client base is cross border, different legislation applied in different sequence or 
interpretation causes inconsistency within one global firm and ultimately to their end investors.  
For example, in the UK an investor will see the date and time of a deal, especially on their 
contract note.  However the same investor, investing within the same firm but into a European 
fund will not be provided with this information but can receive it upon request.  This causes 
problems in consistency and raises questions and potentially complaints from the end investor.

The incoherence created from the implementation of the of the KIID as required under UCITS 
IV and the KID under the proposed PRIPS legislation , mentioned in Question 1, will also impact
our organisation.  Different processes and procedures would be applicable for different 
investment products, for what in essence is a similar document with similar information 
contained therein. There has already been a considerable amount of resource exerted, both 
financial and non-financial, in order to implement the requirement for using a KIID only to now 
be in a position whereby this requirement shall become redundant.

Another example is the implementation of the Retail Distribution Review (RDR) in the UK, in 
respect of the ban on commissions, versus the proposed ban on certain commissions under the 
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proposed MiFID II directive.  Again this is another example, whereby incoherence has been 
created across the EU thereby impacting our business differently depending on location.  This 
example also illustrates whereby services provided in different European jurisdictions cannot be 
marketed on a European level, thereby contradicting the fundamental principles of the Treaty of 
Rome which established the principle of the free movement of services.

The incoherencies that have arisen from the implementation of the Third Money Laundering 
Directive, mentioned in Question 3, have also affected our ability to work closer with our cross 
border partners, streamline procedures, as well as reduce the burden on and the costs for the 
investor.

_____________________________________________________________________

5. Are there areas of EU financial services where the difference between forms of 
regulation (non-binding Code of Conduct or Recommendation to Member States vs 
legislative proposals) has affected your activities?

Please refer to the answer for Question 4.

_____________________________________________________________________

6. How do you think the coherence of EU financial services legislation could be further 
improved?

Please comment in particular on the extent to which the following would help to 
improve the coherence of future EU financial services legislation (please give examples 
to support your answer where possible):

a) a framework for legislative reviews or review clauses included in initial pieces of 
legislation which link to the reviews of other related legislation?

b) a unified, legally binding code of financial services law?

c) different arrangements within the EU institutions for the handling of legislative 
proposals (please specify)?

d)    other suggestions?

To create cohesion between Member States, we would suggest that Regulators interact more 
closely with each other in order to create greater consistency of application and interpretation of 
legislation.  Another suggestion could be that all integral European legislation is legislated as a 
Regulation rather than Directive and so ensures transposition is consistent.

We consider that a framework for legislative review could assist with cohesion of legislation as 
the potential impact of similar clauses within different pieces of proposed legislation could be 
assessed to ensure alignment and consistency.  For example with the proposal under PRIPS in 
respect of the production of a KID, this could have been considered at the same time as UCITS 
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IV and so therefore incoherence, as well as the use of resource for the implementation, could 
have been avoided.

An overarching unified code of European financial service law could assist in creating cohesion 
between Member States.  However, it should be noted that there are circumstances when certain 
individual Member States are transposing EU legislation into its own national laws that they 
“gold plate” the proposed piece of legislation.  This creates discrepancies and inconsistencies 
between EU financial services legislation, thereby making it more difficult to create a unified 
rulebook for EU financial services law.

_____________________________________________________________________

7. What practical steps could be taken to better ensure coherence between delegated acts 
and technical standards and the underlying "Level 1" text?

A possible solution could be to create a body which has oversight over the whole legislative 
process and can therefore ensure a consistent approach is achieved.  This, in itself, creates 
bureaucracy; however, it is advisable that such an entity should be given the responsibility for 
overseeing the whole process and to ensure consistency is achieved.

Direct implementation of EU legislation without the need of local transposition would also 
ensure timely and consistent application within EU Member States.  The Supervisory Authority, 
ESMA, could also oversee this process which would assist in creating consistency.

_____________________________________________________________________

8. Which area or specific change would you identify as the highest priority for the 2014-
2019 mandate in terms of improving the coherence of EU legislation?

We consider that the priorities for the 2014-2019 mandate should be to engage with wider 
stakeholders including, in our case, the financial services industry.  For example the main 
engagement with the EU financial services sector is through the European Supervisory 
Authorities (ESAs).  Another priority is to adopt pieces of legislation that complement each other
and create a consistent approach rather than a fragmented approach.

We suggest that when considering and proposing new pieces of legislation that adequate 
timeframes are provided to stakeholders for them to consider such proposals.  Furthermore, once 
new pieces of legislation are enacted that sufficient time has been provided for implementation 
once adopted.

When considering and proposing new pieces of legislation, it would be advisable to consider 
other items on the regulatory horizon as much as possible.  This would assist in avoiding 
unnecessary costs associated to short term changes.
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To assist in improving the coherence of EU legislation, it would also be helpful if institutions 
playing a role in the legislative process had a better understanding of all industry products and 
restrictions on their application.

In respect of Fourth Money Laundering Directive, it is proposed that the European Supervisory 
Authorities (ESA) produce guidance on risk factors.  This guidance should be consistent.  The 
ESAs should jointly decide on the guidance at a standard level that each firm can then use to 
determine their own risk based approach.  It is then the firm’s decision to take a more stringent 
approach to Money Laundering documentation rather than it being the Member State's starting 
position.

_____________________________________________________________________

9. Do you consider that the EU legislative process allows the active participation of all 
stakeholders in relation to financial services legislation?  What, if any, suggestions do you 
have for how stakeholder participation could be enhanced?

We consider that the EU legislative process does not provide enough for active participation to 
all stakeholders. The EU legislative bodies should increase its engagement with wider 
stakeholders directly and not via third parties such as the ESAs.

_____________________________________________________________________

10. Do you consider that EU legislators give the same degree of consideration to all business
models in the EU financial sector? Please explain your answer and state any suggestions 
you have for ensuring appropriate consideration of different business models in the 
development of EU financial services legislation.

Lots of firms promote “Administration Services” to the industry, and so far there has been no 
call to formalise such as business model across the EU financial sector.  However, we set out 
below the reasons why we believe that the time is now right to formalise the role of 
Administration Services Provider within the EU framework.
A business model that we would suggest EU legislators consider is the role of Third Party 
Administrator.  In some EU Member States such a role is regulated by particular EU Member 
State Regulators and in others the role is not.  Furthermore, there does not seem to be a coherent 
definition for such a function.  

The EU Directives achieve their goals by clarifying which entity is responsible for certain 
outcomes and/or activities.  Under UCITS legislation, as well as AIFMD, a management 
Company is required to perform at least investment management function when managing an 
investment fund.  Other ancillary functions that may additionally be performed include the 
following:

(a) Administration: 

(i) legal and fund management accounting services; 
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(ii) customer inquiries; 

(iii) valuation and pricing, including tax returns; 

(iv) regulatory compliance monitoring; 

(v) maintenance of unit-/shareholder register; 

(vi) distribution of income; 

(vii) unit/shares issues and redemptions; 

(viii) contract settlements, including certificate dispatch; 

(ix) record keeping;

Both UCITS, as well as AIFMD permit a Management Company to delegate any of these 
ancillary functions to a third party, subject to certain caveats and that the liability for such 
delegated function shall remain with the Management Company.  One of these being that such 
delegation must not affect the ability of a supervisory authority to effectively supervisory such 
Management Company.  Neither UCITS nor AIFMD expressly require that the service provider 
performing such delegated functions be regulated by a competent authority.

We consider this to be the correct outcome, as the Management Company concerned has already 
been confirmed as having responsibility for those functions, regardless of any delegation 
affected.  We also understand this to be the reason why Directives such as MiFID, UCITS and 
AIFMD etc. include comments to enable such delegation.

However to have two firms, both directly subject to the regulations, where one is involved 
because the other receives its services would inevitably result in excessive regulatory and 
compliance costs.

Furthermore, with jurisdictions such as Luxembourg and Ireland, for example, regulating the role
of a service provider as well as a Management Company, multiple entities are held liable for the 
undertaking of such activities thereby creating inefficiencies.  In the UK however, only a 
Management Company is regulated. These discrepancies create difficulties in performing the 
role cross border.  One of the fundamental principles of the Treaty of Rome was the “free 
movement of good, services and people”.  These inefficiencies conflict with such principles.
With these issues coming to the furore, it would be advisable to consider clarifying such a 
position.  One suggestion is that a regulator ensures that all the liability remains on a 
Management Company.  Therefore, so long as a service provider only performs the 
administrative functions delegated with no discretion or decision making elements involved, then
such a service provider need not be regulated.

However should the European Regulator wish to define such a role then a consistent definition of
“Administrative Service Provider” could be established.  The role could be defined as being one 
that performs any one or more of function (i) to (iv) as detailed above.

Clarification on this matter, by ensuring that a service provider does not need to be regulated will
ensure that the liability remains with the Management Company and avoids a situation whereby 
a service provider is regulated for performing exactly the same function.
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The third suggestion is to establish a European harmonised role of Transfer Agent and sets out 
what the regulated activities are that such a role would undertake.  By undertaking this process, 
there would be a complete segregation of duties to be performed by a Management Company 
and those performed by a Transfer Agent. There needs to be a clear line of responsibility and a 
complete segregation of duties, responsibilities and liability from what functions a Management 
Company undertakes and is held be liable for. This will ensure that there is no duplication of 
efforts.

Whatever the decision, the issue regarding duplication of resource and the fact that two firms are 
each obligated to undertake such functions and be held liable for the undertaking on those 
functions, needs to be addressed.

As a service provider to Management Companies, International Financial Data Services (IFDS) 
undertake functions (ii) and (v) to (ix) as detailed above.  IFDS performs these functions, to a 
greater or lesser degree depending on location, for Management Companies registered in UK, 
Luxembourg and Ireland.  However, in each jurisdiction IFDS is regulated by the local regulator 
in a different way, regardless of the fact that the role performed is fundamentally the same.  
These nuances impact our business model considerably, especially when we are a cross border 
business.  

The preferred option is for the liability to be held solely on a Management Company and it be 
decided that regardless of which administration non-discretionary function the service provider 
undertakes, no liability rests with that party and that the Management Company holds liability 
for the oversight of those functions delegated to the service provider.  The role, responsibility 
and function of such a function could then be consistent throughout the EU.

We also consider that a good understanding of the different products and their regulatory 
restrictions would assist application of new legislation.
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