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Executive summary
IC Racer services are designed to ensure compliance with 
investment restrictions and eligibility requirements related 
to all types of investment funds. 

Scope
KPMG Investment Compliance (IC) Racer services for 
investment funds cover the monitoring of compliance 
rules. The compliance checks performed are based on 
eligibility and investment restrictions from applicable laws 
and regulations, investment restrictions from the fund 
specifications (e.g. prospectus rules) as well as additional 
restrictions and limits in accordance with your specific 
needs and requirements.

Legal investment compliance rules may, for instance, 
include rules derived from:

 • Luxembourg Laws of 17 December 2010  
and 13 February 2007;

 • Related CSSF circulars;
 • EU Directives 2009/65/EC and 2007/16/EC;
 • CESR/ESMA guidelines.

Beyond legal and prospectus rules, we can also assist you 
with your internal monitoring processes by setting up 
additional internal limits.

Services
Automated investment compliance checks:

The IC Racer is an inhouse-developed solution designed 
to monitor compliance of investment portfolios with 
applicable eligibility and investment restriction rules  
on a post-trade basis. The checks are performed based  
on legal and fund-specific requirements set up on our IC 
Racer and based on the portfolio data received from,  
for example, the central administrator(s).

The automatic investment compliance checks include 
inter alia:

 •  Asset eligibility checks (e.g. Art. 41 of the Law 
of 2010);

 • Legal and fund specific limits on cash deposits;

 • Legal and fund specific limits on issuer 
concentration and counterparty risk for various 
types of assets (e.g. equities and equity-related 
securities, fixed income and fixed income 
related securities, money market instruments, 
convertible bonds, participatory notes, financial 
derivative instruments, etc.);

 • Legal and fund specific limits on borrowing  
and short selling;

 • Prospectus rules derived from the fund’s 
objective, strategy or policy including min/max 
rules on investments based on asset type, 
countries, regions, sectors and other 
specifications.

Manual investment compliance checks:

In addition to the automated checks, we provide  
separate specific assessments of compliance  
with eligibility and investment restriction rules.  
Such assessments can be performed as part of pre-trade 
or post-trade compliance checks.

Instruments, which typically require an assessment based 
on a manual review, are e.g.:

 • Structured financial instruments such as assets 
linked to or backed by other assets;

 • Closed ended funds;
 • Open ended funds;
 • Complex derivative financial instruments  

as well as derivative financial instruments  
on financial indices.

Approach
Data input: Eligibility and investment compliance checks 
require portfolio data; this data is typically enriched with 
data regarding corporate and financial structure for issuers 
and/or counterparties, as well as further information 
needed for fund specific requirements. KPMG uses data 
from different sources:

1.  Client data, including contractual and  
accounting data

2. Market data providers

Client data is transformed by KPMG into a specified 
format (termed as “KPMG standard format”,  
which serves as an interface for our architecture).  
The transformation process includes checks  
for compliance using predefined client specific 
transformation rules. Using this approach, the client  
is free to submit data in whatever format  
is most convenient.

KPMG enriches the portfolio data with data from different 
market data providers. 
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Calculation: IC Racer calculates compliance checks 
overnight on an automated basis, which include legally 
required investment restrictions (as set down, for 
example, in Articles 43, 45, 46 and 48 of the Luxembourg 
Law of 2010), as well as fund specific restrictions (such as 
country exposure). Furthermore, eligibility checks  
are carried out automatically to the extent possible.  
Assets, that cannot be checked using an automated 
process, are verified by means of a manual procedure.

Data output: The presentation of the controls is done 
based on a predefined framework that allows you to 
easily understand and assess the result. Additionally, 
bespoke reports can be provided, wherein your specific 
needs can be embedded, in order to further simplify  
your daily operating processes.
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Fund specific rules

Law Article Name Test Result Comment

UCITS 43(1)(b) Cash At Bank 0.00
UCITS 43(1)(b) Cash At Bank 0.04
UCITS 43(1)(b) Cash At Bank 0.00
UCITS 43(1)(b) Initial Margin 0.00
UCITS 43(1)(b) Variation Margin 0.00
UCITS 43(1)(c) OK

Fund name : Example Portfolio_001
Currency : EUR
Analysis Date: 20/11/2013

Law Article Content Test result Comment n/a?
UCITS 24 (1) Art. 24. The management company must inform the CSSF without delay if the net 

assets of the common fund have fallen below two thirds of the legal minimum. In 
a case where the net assets of the common fund have fallen below two thirds of 
the legal minimum, the CSSF may, having regard to the circumstances, compel 
the management company to put the common fund into liquidation.

OK

UCITS 41 NE (1) The investments of a UCITS must comprise only one or more of the following:
a) transferable securities and money-market instruments admitted to or dealt in 
on a regulated market [...]
b) transferable securities and money-market instruments dealt in on another 
market in a Member State [...]
c) transferable securities and money-market instruments admitted to official 
listing on a stock exchange in a non-Member State [...] provided that the choice 
[...] has been provided for in the management regulations or the instruments of 
incorporation of the UCITS;
d) recently issued transferable securities and money-market instruments [...]
f) deposits with a credit institution which are repayable on demand or have the 
right to be withdrawn, and maturing in no more than 12 months [...]
g) financial derivative instruments […] 
h) money-market instruments [...], if the issue or the issuer of such instruments is 
itself regulated for the purpose of protecting investors [...]
(2) A UCITS shall not, however: 
[…] 
b) acquire either precious metals or certificates representing them. 
A UCITS may hold ancillary liquid assets.

0.00 OK

UCITS 41 (2) (a) (2) A UCITS shall not, however:
a) invest more than 10% of its assets in transferable securities or money-market 
instruments other than those referred to in paragraph (1);

0.00 OK

UCITS 43 (1) (a) Art. 43. (1) A UCITS may invest no more than 10% of its assets in transferable 
securities or money-market instruments issued by the same body. 

OK

UCITS 43 (1) (b) Art. 43. (1) A UCITS may not invest more than 20% of its assets in deposits made 
with the same body. 

OK

UCITS 43 (1) (c) Art. 43. (1)  The risk exposure to a counterparty of the UCITS in an OTC derivative 
transaction may not exceed 10% of its assets when the counterparty is a credit 
institution referred to in Article 41, paragraph (1), point f), 

OK

UCITS 43 (1) (d) Art. 43. (1) or 5% of its assets in other cases.
UCITS 43 (2) (a) (2) The total value of the transferable securities and money-market instruments 

held by a UCITS in the issuing bodies in each of which it invests more than 5% of 
its assets shall not exceed 40% of the value of its assets. This limitation does not 
apply to deposits and OTC derivative transactions made with financial institutions 
subject to prudential supervision.

0.25 OK

UCITS 43 (2) (b) (2) Notwithstanding the individual limits laid down in paragraph (1), a UCITS shall 
not combine, where this would lead to investing more than 20% of its assets in a 
single body, any of the following:
- investments in transferable securities or money-market instruments issued by 
that body,
- deposits made with that body, or
- exposures arising from OTC derivative transactions undertaken with that body.

OK

UCITS 43 (3) (3) The limit laid down in the first sentence of paragraph (1) may be of a 
maximum of 35% if the transferable securities or money-market instruments are 
issued or guaranteed by a Member State, by its public local authorities, by a non-
Member State or by public international bodies of which one or more Member 
States belong.

OK

Investment Compliance Report

Ticker Cusip ucits uci ucitsEligible

ABCD Y
SDF LN N.A. N Y N
GTU LN Y
SDF LN 123VF3788 N N N
IOU US 134VD2355 N Y N
LKJ AB Y
ERT AC Y
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Fund name : Example Portfolio_001
Currency : EUR
Analysis Date: 20/11/2013

Law Article Content Test result Comment n/a?
UCITS 24 (1) Art. 24. The management company must inform the CSSF without delay if the net 

assets of the common fund have fallen below two thirds of the legal minimum. In 
a case where the net assets of the common fund have fallen below two thirds of 
the legal minimum, the CSSF may, having regard to the circumstances, compel 
the management company to put the common fund into liquidation.

OK

UCITS 41 NE (1) The investments of a UCITS must comprise only one or more of the following:
a) transferable securities and money-market instruments admitted to or dealt in 
on a regulated market [...]
b) transferable securities and money-market instruments dealt in on another 
market in a Member State [...]
c) transferable securities and money-market instruments admitted to official 
listing on a stock exchange in a non-Member State [...] provided that the choice 
[...] has been provided for in the management regulations or the instruments of 
incorporation of the UCITS;
d) recently issued transferable securities and money-market instruments [...]
f) deposits with a credit institution which are repayable on demand or have the 
right to be withdrawn, and maturing in no more than 12 months [...]
g) financial derivative instruments […] 
h) money-market instruments [...], if the issue or the issuer of such instruments is 
itself regulated for the purpose of protecting investors [...]
(2) A UCITS shall not, however: 
[…] 
b) acquire either precious metals or certificates representing them. 
A UCITS may hold ancillary liquid assets.

0.00 OK

UCITS 41 (2) (a) (2) A UCITS shall not, however:
a) invest more than 10% of its assets in transferable securities or money-market 
instruments other than those referred to in paragraph (1);

0.00 OK

UCITS 43 (1) (a) Art. 43. (1) A UCITS may invest no more than 10% of its assets in transferable 
securities or money-market instruments issued by the same body. 

OK

UCITS 43 (1) (b) Art. 43. (1) A UCITS may not invest more than 20% of its assets in deposits made 
with the same body. 

OK

UCITS 43 (1) (c) Art. 43. (1)  The risk exposure to a counterparty of the UCITS in an OTC derivative 
transaction may not exceed 10% of its assets when the counterparty is a credit 
institution referred to in Article 41, paragraph (1), point f), 

OK

UCITS 43 (1) (d) Art. 43. (1) or 5% of its assets in other cases.
UCITS 43 (2) (a) (2) The total value of the transferable securities and money-market instruments 

held by a UCITS in the issuing bodies in each of which it invests more than 5% of 
its assets shall not exceed 40% of the value of its assets. This limitation does not 
apply to deposits and OTC derivative transactions made with financial institutions 
subject to prudential supervision.

0.25 OK

UCITS 43 (2) (b) (2) Notwithstanding the individual limits laid down in paragraph (1), a UCITS shall 
not combine, where this would lead to investing more than 20% of its assets in a 
single body, any of the following:
- investments in transferable securities or money-market instruments issued by 
that body,
- deposits made with that body, or
- exposures arising from OTC derivative transactions undertaken with that body.

OK

UCITS 43 (3) (3) The limit laid down in the first sentence of paragraph (1) may be of a 
maximum of 35% if the transferable securities or money-market instruments are 
issued or guaranteed by a Member State, by its public local authorities, by a non-
Member State or by public international bodies of which one or more Member 
States belong.

OK

Investment Compliance Report

Client  
Instrument 

Type
Currency ISIN Ticker Cusip ucits uci ucitsEligible ListedMICs

Equity USD CN1234567890 ABCD US N.A. N XSHG
Equity USD AU0000001234 QWRT US N.A. N XASX | CHIA | OOTC | XFRA | XGAT | XMUN
Equity HKD HK0987654321 1244 HK N.A. N N XHKG | OOTC | OTCM | XBER | XDUS | XETRG
Equity USD KR1000000000 GHJK US N.A. N XKRX

Ticker Cusip ucits uci ucitsEligible

ABCD Y
SDF LN N.A. N Y N
GTU LN Y
SDF LN 123VF3788 N N N
IOU US 134VD2355 N Y N
LKJ AB Y
ERT AC Y

Sample reports:




