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1
	Regulatory business plan




We need to know about the business the applicant firm intends to carry on so we can ensure it is authorised for the correct regulated activities, investment types and client types, and to assess the adequacy of its resources.

We see the regulatory business plan as an important regulatory tool for the applicant firm and us in measuring the applicant firm's business risk and control over any regulatory concerns. You can find further information about this in: https://www.handbook.fca.org.uk/handbook/SYSC/3/2.html (for firms which are not common platform firms) and SYSC 4 ( 10 (for common platform firms).

Bearing in mind the threshold conditions, we need to be satisfied that the applicant firm can:

• identify all regulated activities and any unregulated activities it intends to carry on

• identify all the likely business and regulatory risk factors

• explain how it will monitor and control these risks

• take into account any intended future developments

Please remember that the applicant firm's regulatory business plan is an important part of the overall application and integral to our decision-making process. It is important that the regulatory business plan is tailored to the applicant firm’s activities. The amount of detail submitted should be proportionate to the nature of the business the applicant firm intends to carry on. For example, a small firm seeking to carry on a business with a risk you perceive as low, should have a smaller and less complex business plan than a business plan for a complex high-risk firm. The level of detail should also be appropriate to the risks to the applicant firm's clients.

Providing an incomplete or non-specific regulatory business plan is likely to result in further Questions and the application may take longer to be determined as a result.

You can find further information about our requirements and expectations for business plans at https://www.handbook.fca.org.uk/handbook/COND/2/4.html
Background  

1.1

Please provide a regulatory business plan. It is important that this is tailored to the applicant firm’s business, otherwise it may lead to delays in the authorisation process.

No additional notes

1.2

Is the applicant firm leaving a network?

We need to know this in case you are subject to a notice period. An applicant firm cannot be authorised by us and be an appointed representative at the same time.

Services
1.3

What services will the applicant firm be offering to its customers?

· Independent – a personal recommendation to a retail client about a retail investment product where the personal recommendation provided meets the requirements of the rule on independent advice (COBS 6.2A.3 R).

· Restricted: 


(a) a personal recommendation to a retail client about a retail investment product which is not independent advice; or

(b) basic advice.

· Simplified – a personal recommendation to a retail client about a retail investment product that is a simplified advice process that may be about a specific product recommendation. This would typically be an automated, process-driven advice service because it does not consider all retail investment products that may be suitable for a customer. This may be appropriate for customers who have their priority needs met, have some disposable income or capital to invest, or do not want a holistic assessment of their financial needs. 

· Basic – the regulated activity, specified in article 52B of the Regulated Activities Order (Providing basic advice on stakeholder products), which is providing advice on stakeholder products using a process that involves asking a retail client pre-scripted questions.

If a firm is considering not recommending any specific retail investment product type set out in the definition of a ‘Retail Investment Product’ in the Handbook, then it can not hold itself out as fully Independent.

An applicant firm should, in the course of submitting an application for Part 4Apermission, be able to demonstrate that it has sufficient understanding to establish whether the advice it proposes to recommend to a retail investment client is independent, restricted, simplified or basic advice. An applicant firm should be able to demonstrate that its advisers have reached the required professionalism standards through qualifications and CPD. An applicant firm should be able to demonstrate the transparency of its charging structure to comply with RDR standards.

All business activities

1.4

Does the applicant firm intend carrying on any unregulated business activities?

No additional notes

1.5

You must estimate the percentage and value of total business that will be:

•Execution only

•Advice without subsequent arranging

No additional notes

1.6

How will the applicant firm be remunerated?

No additional notes

1.7

How many clients does the applicant firm expect to have in relation to its regulated activities?

No additional notes

1.8

What are the main business risks for the applicant firm and how does it intend to manage those risks?

Here are some examples then should be considered, depending on the nature of the applicant firm’s business:

External risks:

The applicant firm should:

· identify competitors and assess their reaction to the applicant firm's presence in the market, if applicable; and

· consider critical economic factors which should then be analysed and assessed. For example, it may be useful to explore the effect on the applicant firm's business if there were large-scale local redundancies, a recession in the economy, low interest rates or limited demand for its products/services.

Internal risks:

The applicant firm should: 

· undertake a sensitivity analysis of various scenarios and the possible outcomes (this could be a reduction in business or an equally large increase in business – for example, towards the end of a tax year);

· consider how the applicant firm would manage if it lost key staff;

· prepare and maintain a contingency plan that deals with the applicant firm's identified key risks.

1.9

Will the applicant firm have any branches in the UK that intends conducting regulated activities?

No additional notes
1.10
Does the applicant firm intend to appoint any appointed representatives within the first 12 months? 

If the applicant firm intends to use an appointed representative, you will need to submit an application using Connect after being authorised. For further details about the scope of activities that appointed representatives can undertake and requirements attaching to their appointment, see chapter 12 of the Supervision Manual https://www.handbook.fca.org.uk/handbook/SUP/12/1.html .

1.11
Does the applicant firm intend to carry on any regulated activities in Gibraltar by:

• provision of cross border services, and/or

• establishment of a branch, and/or

• appointing a tied agent.

If the applicant firm has any plans to carry on business activities in Gibraltar, please note that once authorised it will need to complete the appropriate form on Connect. 
You can also find further information on our website: https://www.fca.org.uk/firms/passporting    
1.12
You must give details of the geographical location and residency status of the intended clients the applicant firm is planning on dealing with and how the information will be captured and retained/monitored.

Whether an applicant firm is giving retail investment advice to a retail client in a third country and whether RDR applies.

Outsourcing with third parties

1.13
What functions (if any) will the applicant firm outsource?

No additional notes
The Consumer Duty & Fair Treatment of Customers 


Depending on their activities, firms will be subject to either Principle 6 (A firm must pay due regard to the interests of its customers and treat them fairly) or Principle 12 (A firm must act to deliver good outcomes for retail customers). Principle 12 and the Consumer Duty apply to all firms that determine, or have a material influence over, retail customer outcomes, even if they do not have a direct relationship with retail customers.  We believe how a firm intends to treat its customers to be a key part of its programme of operations.  



You can find out more about the Consumer Duty and Fair Treatment of Customers on our website (https://www.fca.org.uk/firms/consumer-duty) and (https://www.fca.org.uk/firms/fair-treatment-customers). 
1.14.1
When the applicant firm developed its business plan, how did it account for the fair treatment of customers or the need to act to deliver good outcomes to retail customers? 


No additional notes

1.14.2
How will the applicant firm demonstrate that it is treating customers fairly or consistently acting to deliver good outcomes to retail customers? 


No additional notes

1.14.3
What has the management of the applicant firm identified as the key risks to treating customer fairly or acting to deliver good outcomes to retail customer, and what action has been taken to mitigate these risks? 


No additional notes

Non-advised sales

1.15
Will the applicant firm be carrying out non-advised sales?
No additional notes

1.15.1 What controls are in place to ensure staff do not provide advice when answering Questions?
No additional notes

1.15.2 Please provide details of any scripts or guidance provided to staff and details of any controls in place to ensure staff adhere to the scripts.

No additional notes

1.15.3 How does the applicant firm ensure clients are clear about the service being provided to them?
No additional notes

Non-mainstream pooled investments (NMPIs) including Unregulated Collective Investment Schemes (UCIS)


1.16
Will the applicant firm promote NMPI? This will generally include advertising, advised and non-advised sales. 
No additional notes

1.16.1 The promotion of NMPI to retail investors is severely restricted. What controls are in place to ensure that NMPI are only promoted to eligible customers?
No additional notes

Platforms

Platform charges

Where an applicant firm is a platform service provider, it needs to comply with rules set out in COBS 6.1E and 6.1F, including disclosure of total platform charges to retail clients in a durable medium before services are provided.  Platform charges are fees set by the platform itself for its services and agreed with clients.  Platforms cannot accept payments from providers, with limited exceptions.  The inducements rules in COBS 2.3 are also relevant.  
Movement of customer portfolios between platform service providers

Where an applicant firm is a platform service provider, it needs to ensure it can comply with COBS 6.1G, on re-registration of clients’ assets to another platform ‘within a reasonable time and in an efficient manner’.  
1.17
Will the applicant firm be using a platform(s) to administer its client’s investment portfolios?
No additional notes

1.17.1 How has the applicant firm assessed the risks posed to it and to its clients by the use of platforms? What risks have been identified, and how will the applicant firm manage those risks?
No additional notes

1.17.2 What conflicts of interest have been identified and how will they be managed?
No additional notes

1.17.3 What Management Information (MI) will be collected in relation to these clients?

No additional notes

1.17.4 How will client investment reviews be managed and carried out for these clients?

No additional notes

1.17.5 How will the applicant firm deal with clients for whom the platform used may not be suitable, or who would not benefit from the use of platforms? 
No additional notes

1.17.6 Please provide details of any ongoing training need identified for advisers and how it will be met.
No additional notes

Insurance business

1.18
Please provide a brief outline of the firm’s CPD (implementation) plans for relevant staff involved in insurance distribution. This should include:

· the number of hours of CPD 
· the types of CPD
· how it is recorded.
All staff involved in insurance and reinsurance distribution must possess appropriate knowledge and ability to perform their duties. This is backed up by a requirement that staff undertake a minimum of 15 hours of continuing professional development (CPD) per year. 
1.19
For non-investment insurance business, what types of general insurance products does the applicant firm intend to advise on or arrange (select all that apply)?

No additional notes

1.19.1 Please describe below how the applicant firm will ensure that a PPI policy meets a client’s demands and needs. This should include the following points:

· the applicant firm’s procedures, suitability assessments (if advised sales) and scripts (if information is provided to clients orally); 

· how the applicant firm will ensure that the procedures, assessments and scripts comply with conduct of business requirements and TCF outcomes; and

· the controls the applicant firm will put in place to ensure staff adhere to the procedures, assessments and scripts.

No additional notes

1.19.2 What steps will the applicant firm take to ensure eligibility is assessed for all its PPI sales?

No additional notes

	
2
	Scope of permission required




Background

When applying for authorisation you are responsible for ensuring that the regulated activities requested adequately cover the activities the applicant firm intends to carry on.

You need a Scope of Permission Notice that matches the applicant firm's needs and covers every aspect of regulated business it wants to carry on.

Getting the applicant firm's permission notice right at the outset is fundamental. In the event that the applicant firm is authorised with the wrong permission notice, it will be breaching our rules.

The permission notice shows the range of regulated activities the applicant firm will be authorised to carry on, as well as the investment instruments and type(s) of customer it can deal with for each specific activity. It will also contain what we refer to as 'requirements' and 'limitations'. In broad terms, limitations are restrictions placed on specific regulated activities (eg not to deal with retail clients) and requirements will be placed on the activities of the firm as a whole to take or not to take specified actions (eg not to hold client money).

If the applicant firm carries on a regulated activity that is not set out in its permission notice it could be in breach of the Financial Services and Markets Act 2000 (FSMA) and subject to enforcement action.

Wording of the Scope of Permission Notice

The Scope of Permission Notice will follow the wording in the Perimeter Guidance PERG 2 (Annex 2).  You can find this at: https://www.handbook.fca.org.uk/handbook/PERG/2/
Clients

2.1

What type of clients will the applicant firm carry on business with?

 FORMCHECKBOX 
You need to tell us this so we can continue building up a picture of the type of business the applicant firm will be carrying on. We will use this information, among other things, to assess the applicant firm's risk.

If the applicant firm wishes to limit one or more of its activities to a certain type or types of client, it can do so by selecting the relevant client type, and in doing so apply for an appropriate limitation.

The table below gives a list of the available client types for designated investment business:

	Regulated business category
	Client type
	Link to full Glossary definition

	Designated Investment business
	Retail
	You can access the definition in the Handbook Glossary, see link below:

https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=R  

	
	Professional


	You can access the definition in the Handbook Glossary, see link below:

https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=P


The table below gives a list of the available customer types for the respective categories of regulated business relating to non-investment insurance distribution. That is distribution activities in relation to general insurance contracts or pure protection contracts.
	Regulated business category
	Client type
	Description & link to full Glossary definition

	Insurance Non-investment  distribution
	Retail (non investment insurance) customer
	An individual who is acting for purposes outside his usual trade, business or profession. 
https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=R

	
	Commercial customer
	A customer who is not a retail customer
https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=C


Permission profile

How to choose which permission notice to apply for

2.4

Which permission profile does the applicant firm wish to apply for?

You must select one of the standard permission profiles for your type of business (on page 11 and 12 of these notes)

The applicant firm may not actively use all the investment types in the permission profile but it is permitted to do these if it wishes to.

One of these permission profiles holds client money and one does not.

Permission Profile 1 is an example of an authorisation that would be held by an applicant firm that:

· is a personal investment firm;

· advises on and arranges non-investment insurance contracts products; and 

· does not hold or control client money.

Permission Profile 2 is an example of an authorisation that would be held by an applicant firm that:

· is a personal investment firm; 

· advises on and arranges non-investment insurance contracts products; and 

· does hold or control client money.

Finally, please be aware that these details are recorded on the Financial Services Register, available on our website.
Don't be put off by the language. We need to use formal language to mirror how the activities are described in the Regulated Activities Order (Specified Activities). The Permission Profile is a legal document which sets out the scope of your permission for regulatory purposes. 

2.3-2.9
Tick the boxes of the additional regulated activities the applicant firm requires

To complete this section you will need to indicate in Questions 2.3 -2.9 of the permission profile section whether or not you require any other regulated activities (these additional regulated activities can be found on pages 13-18).

2.10
The permission profiles include standard limitations and requirements. If the applicant firm wants other limitations or requirements on your permission notice, please give details here.

Do I need to limit the scope of any activities?

Limitations are specific to a particular regulated activity and will restrict the way it is carried out, in some way.

A limitation may come about as a result either of a request by you or a decision by us to impose one. 

Should any requirements apply to the applicant firm's permissions?

Limitations apply to specific regulated activities (see above) whereas requirements apply to the firm's permission as a whole. Requirements aim to ensure a firm takes or does not take a specified action, for example, the firm must not hold or control client money.

As with limitations, a requirement may come about because you request it or we decide to impose one. If it is the latter, we will discuss this with you when processing your application.

Financial Promotions

From 7th February 2024 all authorised persons will require specific FCA permission to approve financial promotions for unauthorised persons. Authorised persons do not need to seek FCA permission to approve (i) their own financial promotions; or (ii) the financial promotions of their group entities or appointed representatives (in relation to regulated activities for which the firm has accepted responsibility).
2.11
Is the applicant firm applying for permission to approve financial promotions for unauthorised persons (other than its group entities or appointed representatives) under section 21 of FSMA?

No additional notes

2.12
Give details below of the type of investments the applicant firm wants to apply for permission to approve financial promotions for.
No additional notes

2.13
Give details of the categories of investment which have marketing restrictions which the applicant firm expects to approve financial promotions for.
The definition of restricted mass market investments can be found here: https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=R 
The definition of non-mass market investments can be found here: https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=N 

Policies and procedures

2.14
How will the applicant firm ensure that the financial promotion is fair, clear and not misleading and otherwise complies with applicable financial promotion rules, both before approving it and, where relevant, during continued monitoring of its compliance with applicable financial promotion rules?
No additional notes

2.15
How will the applicant firm ensure the authenticity of the propositions described in the promotions it is asked to approve?
This may mean undertaking background checks on directors, controllers or other key individuals associated with the product provider.


2.16
How will the applicant firm mitigate the particular risks which it has identified for approving financial promotions for unauthorised persons? How will the applicant firm maintain adequate records of the financial promotions which it will approve?
Various Handbook rules require firms to maintain adequate records of the activities which they undertake.  For example, for investment-related financial promotions there are detailed rules in COBS 4.11.  There are also more general rules on record-keeping in SYSC 9.

You must include reference to the systems the applicant firm will use.  


2.17
How will the applicant firm ensure the commercial viability of the propositions described in the promotions it is asked to approve?
How will the firm ensure that promotions adequately warn potential consumers of any significant factors that could threaten the product’s viability, so that they can make an informed decision?

2.18
What process will the applicant firm follow for withdrawing an approval of a financial promotion, where this is required?
No additional notes
2.19
Is the applicant firm seeking permission to approve financial promotions for designated investments?
The definition of designated investment can be found here:

https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=D 

2.20
How will the applicant firm assess whether relevant investments are reasonably capable of delivering advertised or headline rates of return?
No additional notes

2.21
How will the applicant firm assess whether there are any fees, commissions or other charges within a relevant investment’s structure or elsewhere that could materially affect the investment’s ability to deliver advertised or headline rates of return?
No additional notes

2.22
Will the applicant firm be approving financial promotions that retail customers can access?
The definition of retail customers can be found here: 

https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=R 
2.23
Approximately how many financial promotions does the applicant firm expect to approve if it is granted permission to do so? 

Do not include approvals that fall within the scope of exemptions from the need to apply for permission to approve financial promotions.

What the FCA will consider to be one financial promotion is set out in SUP 16.30.12 G.

2.24
Explain what fees the applicant firm intends to charge for approving and (where applicable) ongoing monitoring of financial promotions?
No additional notes
2.25
Give details of the
·  revenue the applicant firm estimates it will make from approving financial promotions

·  percentage of the applicant firm’s estimated revenue from approving financial promotions.
No additional notes
2.26 
Give details of the relevant experience of individuals who will approve promotions

No additional notes
Permission Profile 1

Permission profile 1 is an example of a permission that would be held by an applicant firm that:

•
is a personal investment firm; and

•
advises on and arranges non-investment insurance contracts products; and

•
does not hold or control client money.

	Investment type
	Regulated activity

	
	Investments
	

	
	Advising (excluding pension transfers/opt-outs)
	Arranging (bringing about deals) in investments
	Making arrangements in investments
	Agreeing to carry on a regulated activity

	
	
	
	
	(

	Stakeholder pension scheme
	(
	(
	(
	

	Personal pension schemes
	(
	(
	(
	

	Life policy
	(
	(
	(
	

	Non-investment insurance contract
	(
	(
	(
	

	Limitations
	Investment activity in rights to or interests in investments (security) and rights to or interests in investments (contractually based investment) is limited to the other investment types granted for this activity.
	The firm can agree to carry on only the regulated activities specified in this notice

	Requirement
	Requirement not to hold or control client money.


Permission Profile 2

Permission profile 2 is an example of a permission that would be held by an applicant firm that:

•
is a personal investment firm; and 

•
advises on and arranges non-investment insurance contracts products; and

•
holds or controls client money.

	Investment type
	Regulated activity

	
	Investments
	

	
	Advising (excluding pension transfers/opt-outs)
	Arranging (bringing about deals) in investments
	Making arrangements in investments
	Agreeing to carry on a regulated activity

	
	
	
	
	(

	Stakeholder pension scheme
	(
	(
	(
	

	Personal pension schemes
	(
	(
	(
	

	Life policy
	(
	(
	(
	

	Non-investment insurance contract
	(
	(
	(
	

	Limitations
	Investment activity in rights to or interests in investments (security) and rights to or interests in investments (contractually based investment) is limited to the other investment types granted for this activity.
	The firm can agree to carry on only the regulated activities specified in this notice

	Requirement
	The requirement set will depend on the business you will be holding or controlling client money for.  You will be asked for this information in question 3.1 of this supplement.


Table A
Advising on pension transfers/opt-outs

Table A – Advising on Pension transfers/opt-outs – relates to the additional regulated activities of advising on or arranging pension transfers/opt-outs.

	Investment type
	Regulated activity

	
	Advising (excluding pension transfers/opt-outs)
	Advising on pension transfers/
opt-outs
	Providing basic advice on stakeholder products
	Arranging (bringing about deals)
	Making arrangements
	Agreeing to carry on a regulated activity

	
	
	
	
	
	
	(

	Unit
	
	(
	
	(
	(
	

	Stakeholder pension scheme
	
	(
	
	(
	(
	

	Personal pension schemes
	
	(
	
	(
	(
	

	Rights to or interests in investments (security)
	
	(
	
	(
	(
	

	Life Policy 
	
	(
	
	(
	(
	

	Rights to or interests in investments (contractually based investment)
	
	(
	
	(
	(
	

	Limitations
	Investment activity in rights to or interests in investments (security) and rights to or interests in investments (contractually based investment) is limited to the other investment types granted for this activity.
	The firm can agree to carry on only the regulated activities specified in this notice.


Table B
Funeral plan contracts

Table B – Funeral plan contracts – relates to the additional investment type of advising on and arranging funeral plan contracts.

	Investment type
	Regulated activity

	
	Advising (excluding pension transfers/opt-outs)
	Advising on pension transfers/
opt-outs
	Providing basic advice on stakeholder products
	Arranging (bringing about deals)
	Making arrangements
	Agreeing to carry on a regulated activity

	
	
	
	
	
	
	(

	Funeral plan contract
	(
	
	
	(
	(
	

	Rights to or interests in investments (contractually based investments)
	(
	
	
	(
	(
	

	Limitations
	Investment activity in rights to or interests in investments (contractually based investment) is limited to the other investment types granted for this activity.
	The firm can agree to carry on only the regulated activities specified in this notice.


Table C
Providing basic advice on stakeholder products

Table C – Providing basic advice on stakeholder products – relates to the additional regulated activity of advising on or arranging basic advice on stakeholder products.

	Investment type
	Regulated activity

	
	Advising (excluding pension transfers/opt-outs)
	Advising on pension transfers/
opt-outs
	Providing basic advice on stakeholder products
	Arranging (bringing about deals)
	Making arrangements
	Agreeing to carry on a regulated activity

	
	
	
	
	
	
	(

	Stakeholder products
	
	
	(
	
	
	

	Limitations
	
	The firm can agree to carry on only the regulated activities specified in this notice.


Table D
Assisting in the administration and performance of a non-investment insurance contract

Table D – Assisting in the administration and performance of a non-investment insurance contract – relates to the additional regulated activity which includes notifying an insurance claim to the insurer and negotiating settlement on the customer's behalf.

	Investment type
	Regulated activity

	
	Advising (excluding pension transfers/opt-outs)
	Advising on pension transfers/
opt-outs
	Providing basic advice on stakeholder products
	Assisting in the administration and performance of a non-investment insurance contract
	Arranging (bringing about deals)
	Making arrangements
	Agreeing to carry on a regulated activity

	
	
	
	
	
	
	
	(

	Non-investment insurance contract
	
	
	
	(
	
	
	

	Limitations
	
	The firm can agree to carry on only the regulated activities specified in this notice.


Table E
Dealing as an agent in non-investment insurance contracts

Table E – Dealing as an agent in non-investment insurance contracts relates – to the additional regulated activity which includes entering into a contract of insurance with a customer on the insurer's behalf.

	Investment type
	Regulated activity

	
	Advising (excluding pension transfers/opt-outs)
	Advising on pension transfers/
opt-outs
	Providing basic advice on stakeholder products
	Dealing as agent in non-investment insurance contracts
	Arranging (bringing about deals)
	Making arrangements
	Agreeing to carry on a regulated activity

	
	
	
	
	
	
	
	(

	Non-investment insurance contract
	
	
	
	(
	
	
	

	Limitations
	
	The firm can agree to carry on only the regulated activities specified in this notice.


Table F
Alternative debentures

Table F – Alternative debentures - relates to the additional investment type of advising on and arranging alternative debentures.

	Investment type
	Regulated activity

	
	Advising on investments (except on pension transfers and pension opt-outs)
	Arranging (bringing about deals)
	Making arrangements with a view to transactions in investments
	Agreeing to carry on a regulated activity

	
	
	
	
	(

	Alternative debentures
	(
	(
	(
	

	Limitations
	
	The firm can agree to carry on only the regulated activities specified in this notice.


	3
	Financial Resources




Client money

The rules and guidance about how applicant firms hold client money are designed to provide an adequate level of protection for consumers.

In relation to investment business, these rules are in CASS 4.3: https://www.handbook.fca.org.uk/handbook/CASS/4/3.html 
In relation to non-investment insurance contracts business these rules are in CASS 5: https://www.handbook.fca.org.uk/handbook/CASS/5/. Specifically, the applicant firm must ensure compliance with our minimum requirements for:

•
risk transfer – broadly speaking, where there are arrangements in writing that mean clients’ premiums held by the insurance intermediary are to be treated in law as having been paid to the insurance company (see CASS 5.2). Where you have such an agreement you may still be able to apply for a requirement not to hold client money to be placed on your permission;

•
segregating client money into a statutory trust (CASS 5.3); or

•
segregating client money into a non-statutory trust (CASS 5.4).


3.1
Does the applicant firm intend to hold client money?

 FORMCHECKBOX 
The rules and guidance about how applicant firms hold client money are designed to provide an adequate level of protection for consumers.

3.1.1
You must tick the appropriate box to confirm how the applicant firm intends to deal with the segregation of client money or assets for its non-investment insurance contracts business:


No additional notes

3.1.2
Please state for the next 12 months (from application submission date) the applicant firm’s projected highest total amount of client money at any one point in time.
Data supplied in Question 3.1.2 will be used by the FCA to discuss with the applicant firm its likely CASS stratification into one of three CASS firm groups (CASS small, medium, large. This in turn drives CASS firms' reporting requirements (the Client Money and Assets Return - CMAR) and the requirement for CASS medium and large firms to apply for a CASS oversight function (CF10a).  The table below confirms the banding and reporting/CF10a requirements. 

Applicant firms are reminded that CASS 1A.2.2R (1) places an obligation on a firm to determine its classification into one of the three categories on an annual basis.

	CASS firm type
	Highest total amount of client money held during the firms last calendar year or that it projects to hold during the current calendar year
	Reporting/CF10a Requirements

	CASS large firm
	More than £1 billion
	Monthly CMAR reporting.

Must apply for CF10a*

	CASS medium firm
	An amount equal to or greater than £1 million and less than or equal to £1 billion
	Monthly CMAR reporting.

Must apply for CF10a*

	CASS small firm
	Less than £1 million
	Half yearly CMAR reporting and must assign CASS oversight responsibility to a senior manager. See CASS 1A.3.R for further information.


* We reserve the right to interview the CF10a applicant to establish the competence and ability to adequately perform the role.

Prudential categories

We differentiate between our financial requirements by putting applicant firms in different prudential categories. The applicant firm will fall into at least one prudential category. And it may fall into more than one prudential category, depending on its proposed regulated activities.

Requirements for prudential categories

The capital requirements for each prudential category are contained in the Handbook, Interim Prudential Sourcebook for Investment Businesses (see IPRU (INV) 1 and 13) and Prudential Sourcebook for Mortgage and Home Finance Firms and Insurance Intermediaries (MIPRU).

After identifying the applicant firm's prudential category or categories, you will need to look at the relevant prudential sourcebook for the prudential rules and guidance that apply.

It is important you consider the prudential category or categories carefully. The category will determine minimum capital and other risk management standards and aims to ensure the applicant firm can meet its liabilities and commitments at all times.

You can use the summary information in the Question with the Handbook to work out which prudential category or categories the applicant firm will fall into. 


3.2
Which prudential categories apply to the applicant firm?

The prudential categories for all other applicant firms are as follows:

 FORMCHECKBOX 


 FORMCHECKBOX 

Prudential category:
Personal investment firm
Prudential sub-category:
B1 Firm (including any network)

Main regulated activities:
a)
dealing in investments as principal.

Requirement:
Not to hold or control client money.

Prudential Rules:
A Category B1 firm’s capital resources must, at all times, be the greater of £20,000 or 10% of the investment business annual income.

(Capital resources must be calculated in line with IPRU (INV) table 13.15.3(1))

Please refer to IPRU (INV)13 for further details.

 FORMCHECKBOX 


 FORMCHECKBOX 

Prudential category:
Personal investment firm 
Prudential sub-category:
B2 Firm 

Main regulated activities:
a)
does not include dealing in investments as principal

b)
investment management in respect of portfolios containing 
only life policies or to delegate such activity to an investment firm.

Requirement:
May hold or control client money
Prudential Rules:
A Category B2 firm’s capital resources must, at all times, be the greater of £20,000 or 10% of the investment business annual income.

(Capital resources must be calculated in line with IPRU (INV) table 13.15.3(1))

Please refer to IPRU (INV)13 for further details.

 FORMCHECKBOX 


 FORMCHECKBOX 

Prudential category:
Personal investment firm
Prudential sub-category:
B3 Firm with managing permission
Main regulated activities:
a)
managing investments in respect of portfolios containing only 

life policies or to delegate such activity to an investment firm.

b)
arranging transactions in life policies and other insurance contracts.

c)
advising on investments.

d)
receiving and transmitting, on behalf of investors orders in relation to securities and units in collective investment schemes.

Requirement:
Not to hold or control client money.

Prudential Rules:
A Category B3 firm’s capital resources must, at all times, be the greater of £20,000 or 10% of the investment business annual income.

(Capital resources must be calculated in line with IPRU (INV) table 13.15.3(1))

Please refer to IPRU (INV) 13 for further details. FORMCHECKBOX 

 FORMCHECKBOX 

Prudential category:
Personal investment firm
Prudential sub-category:
B3 Firm (without managing permission)
Main regulated activities:
a)
arranging transactions in life policies and other insurance 

contracts.

b)
advising on investments.

c)
receiving and transmitting, on behalf of investors orders in relation to securities and units in collective investment schemes.

Requirement:
Not to hold or control client money.

Prudential Rules:
A category B3 firm’s capital resources must, at all times, be the greater of £20,000 or 5% of the investment business annual income.

(Capital resources) must be calculated in line with IPRU (INV) table 13.5.3(1))

Please refer to IPRU (INV) 13 for further details.

 FORMCHECKBOX 


 FORMCHECKBOX 


 FORMCHECKBOX 

 FORMCHECKBOX 
Non-investment insurance contract firm categories

 FORMCHECKBOX 

Prudential category:
Insurance intermediary
Prudential sub-category:
not applicable

Main regulated activities:
a)
advising on investments in relation to non-investment insurance contracts.

b)
arranging (bringing about) deals in investments in relation to non-investment insurance contracts.

c)
making arrangements with a view to transactions in investments in relation to non-investment insurance contracts;

d) dealing as agent in non-investment insurance contracts.

e) assisting in the administration and performance of a non-investment insurance contract.

Requirement:
Not to hold or control client money.

Prudential Rule:
Maintain net assets, the greater of:

•
£5,000; or

•
2.5% of its annual net brokerage income if not holding client money or other client assets.

Please refer to MIPRU 4 for further details.

 FORMCHECKBOX 


 FORMCHECKBOX 

Prudential category:
Insurance intermediary (that holds client money
                                       for its non-investment insurance business only)
Prudential sub-category:
not applicable

Main regulated activities:
a)
advising on investments in relation to non-investment insurance contracts.

b)
arranging (bringing about) deals in investments in relation to non-investment insurance contracts;

c)
making arrangements with a view to transactions in investments in relation to non-investment insurance contracts;

d)
dealing as agent in non-investment insurance 
contracts.

e)
assisting in the administration and performance of a 
non-investment insurance contract.

Requirement:
None

Prudential Rule:
Maintain capital resources, the greater of:

•
£10,000; or

•
5% of its annual net brokerage income if holding 
client money or other client assets.

There is a capital requirement for insurance intermediaries wishing to segregate retail client money into a non-statutory trust of £50,000, or if higher 5% of the firm's annual income from regulated activities. Please see Chapter 5 of the Client Asset Sourcebook (CASS) for further details.


3.2.1
What is the applicant firm’s resource requirement?

No additional notes
 FORMCHECKBOX 
Financial resources


3.3
Which type of firm is the applicant firm?

The table below illustrates how a category B3 firm with annual income of £300,000 under IPRU (INV) and £100,000 from its home finance mediation activity (without holding client money) should calculate its capital resources requirement.

	Requirement
	Calculation
	Amount

	The capital resources requirement is the higher of:
	
	

	(1) £20,000; and
	£20,000
	£20,000

	(2) The sum of:
	
	

	a) the amount that applies to it under IPRU(INV); and
	As this is a category B3 firm, the applicable calculation is 5% of £300,000.
	£15,000

	b) the capital resources requirement in MIPRU, after excluding the fixed amounts specified
	For a firm carrying on home finance mediation activity without holding client money, MIPRU specifies a requirement of 2.5% of £100,000 (excluding the fixed minimum amount of £5,000).
	£2,500

	
	Total of part (2) of the capital resources requirement, which is £15,000 plus £2,500.
	£17,500

	
	The capital resources requirement is the higher of part (1), which is £20,000, and part (2), which is £17,500.
	£20,000


Limited company


3.4
You must state the amounts of the different sources of the applicant firm's capital

We need to know the sources of the capital in the applicant firm and how these amounts are made up. Capital is the money or assets in your business. The different types are described briefly below.

· Fully paid-up ordinary shares: These are ordinary shares that the applicant firm has been paid for in full. Ordinary shares are the most common type of share. They carry full voting and dividend rights and their owners are the owners of the company.

· Share premium account: This is a reserve of money set up in the applicant firm's accounts to account for the issue of new shares above their par value. ie if you issue some shares at £1 each, and you keep some back which you then sell at £1.50 each, you put the extra 50p into the share premium account.

· Preference shares: These are shares that pay a fixed dividend. Holders of preference shares receive their dividend before holders of ordinary shares. For our defined term, please see the Handbook Glossary entry from preference share at: https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=P.

· Audited reserves: These are past earnings that the applicant firm has retained, as verified by its auditors. For firms not required to appoint an auditor, under the Companies Act 1985, for their accounts, these will be unaudited.

· Verified interim net profits: These are the net profits made after the applicant firm's last annual financial statement, as verified by its auditor. For firms not required to appoint an auditor, under the Companies Act 1985, these will be interim profits which have not been verified by an auditor. 

· Revaluation reserves: These are reserves kept to allow for the depreciation of any assets.

· Subordinated loans: These are loans that rank below other unsubordinated debt in the queue for repayment should the applicant firm be wound up. They can only count as part of its capital if they satisfy the conditions laid out in the relevant parts of the Handbook (see for example, MIPRU 4 and IPRU (INV) 13). We require more details about subordinated loans in Question 3.11.

Where assets are included in the applicant firm's financial resources and they are subject to depreciation, please take this into account when calculating the value of those assets. 


3.5
You must attach the following:

You only need to answer Question 3.5 if the applicant firm is a limited company.

· Companies House Form SH01 specifies how the applicant firm's shares are allotted.

Sole trader


3.6 
You must attach the following:

You only need to answer Question 3.6 if the applicant firm is a sole trader.

· You need to send us a statement of your personal assets and liabilities, together with a statement of your business assets and liabilities. The statement of assets and liabilities should detail all assets, (ie anything with a positive value including money, property and investments) and all liabilities (anything with a negative value) (see below).

Where assets are included in the applicant firm's financial resources and they are subject to depreciation, please take this into account when calculating the value of those assets.
Partnership


3.7
You must attach the following:

You only need to answer Question 3.7 if the applicant firm is a partnership.

· You need to send us a statement of personal assets and liabilities for each partner. You also need to send us a statement of business assets and liabilities for each partner. The statement of assets and liabilities should detail all assets, (ie anything with a positive value including money, property and investments) and all liabilities, (anything with a negative value) (see below).

Where assets are included in the applicant firm's financial resources and they are subject to depreciation, please take this into account when calculating the value of those assets.
Statements of assets and liabilities – for completion by partnerships and sole traders

Before completing the statement of personal assets and liabilities or the statement of business assets and liabilities please note:

· Only include your share of any assets and liabilities that are jointly owned by another party, such as your wife/husband.

· Current market value (not the price paid or nominal value) of quoted investments – only include readily realisable securities, unit trusts and other packaged products.

· Where applicable current market value (eg property) should be estimated.

· Guarantees – include the maximum liability of a personal guarantee given to a third party.

STATEMENT OF PERSONAL ASSETS AND LIABILITIES 

	For  

	              (full personal name)

	

	as at ____________________________


	               (date)

	
	
	
	

	Assets
	
	Liabilities
	

	
	
	
	

	House
	_______
	Mortgage(s)
	_______

	
	
	
	

	Other real property
	_______
	Loan(s)
	_______

	
	
	
	

	Contents
	_______
	
	_______

	
	
	
	

	Motor vehicles
	_______
	
	_______

	
	
	
	

	Investments (specify)
	_______
	
	_______

	
	
	
	

	Bank balance(s)
	_______
	Overdraft(s)
	_______

	
	
	
	

	Cash deposits
	_______
	Credit card balance(s)
	_______

	
	
	
	

	Other assets (specify)
	_______
	Other Liabilities (specify)
	_______

	
	
	
	

	
	
	
	

	TOTAL
	=======
	TOTAL
	=======

	
	
	
	

	
	
	Guarantees (specify)
	_______

	
	
	
	

	
	
	TOTAL
	========

	Signed  
	
	
	

	
	
	
	

	Date   
	
	
	


STATEMENT OF BUSINESS ASSETS AND LIABILITIES

	For
	              (full trading name)

	

	as at 


	                  (date)

	
	
	
	

	Assets
	
	Liabilities
	

	
	
	
	

	Bank/cash deposits
	__________
	Taxation
	___________

	
	
	
	

	Commission due within 90 days
	__________
	Credit cards
	___________

	
	
	
	

	Other investments
	__________
	Bank overdraft balance
	___________

	
	
	
	

	Property
	__________
	Indemnity commission
	___________

	
	
	
	

	Motor vehicles
	__________
	Unsecured loans
	___________

	
	
	
	

	Office equipment
	__________
	Hire purchase/secured loans
	___________

	
	
	
	

	
	__________
	Other liabilities (please specify)
	___________

	
	
	
	

	Other assets (specify)
	__________
	Mortgage
	___________

	
	
	Contingent liabilities
	___________

	
	
	Guarantees
	___________

	
	
	
	

	TOTAL
	=========
	TOTAL
	==========

	
	
	
	

	Goodwill
	__________
	Bank overdraft limit
	___________

	
	
	
	

	
	
	TOTAL
	==========

	Signed
	
	
	

	Date
	
	
	


Limited Liability Partnership (LLP)

3.8
You must state the amounts of the different sources of the applicant firm's capital

A limited liability partnership (LLP) is a vehicle incorporated under the Limited Liability Partnership Act 2000, which limits the liability of each of the partners to their respective capital contributions. 

You only need to answer Question 3.8 and 3.9 if the applicant firm is an LLP.

You must tell us how the capital in the partnership is sourced. Capital is the money or property or other assets owned in by the business. The different types of sources are described below:

· Member's capital agreement. This is the legal agreement between the members of the LLP which should show the make-up and value of the capital.

· Members' reserves. These are the past earnings of the applicant firm that have been retained by it on its balance sheet.

· Subordinated loan. These are loans that rank below other unsubordinated debt in the queue for repayment if the applicant firm is wound up. They can only count as part of your capital if they satisfy the conditions laid down in our Handbook rules (see MIPRU chapter 4 and IPRU (INV) chapter 13). We require more details about subordinated loans in Question 3.11.

Where assets are included in the applicant firm's financial resources and they are subject to depreciation, please take this into account when calculating the value of those assets.

3.9
You must attach the following:

A copy of the members' capital agreement with this form.

For an example of a members’ capital agreement please see the next page.

Members’ Capital Agreement

XYZ LLP 

EXAMPLE MEMBERS CAPITAL AGREEMENT

· IPRU (INV) 13/MIPRU 4 sets out the financial resources requirements.

· XXX LLP will meet these requirements as the Members of the LLP will transfer into the LLP the following assets as long-term capital:

 £

Cash






 Other assets (list)





      






……….

       TOTAL INITIAL CAPITAL











……….

· We confirm that this initial capital is intended as long-term capital (ie not to be withdrawn within two years).

· We also confirm that the value of the other assets (listed above) is not less than the market value of those assets.

Signed by the Members:

……………………………………… 

………………………………………

………………………………………

………………………………………

Date …………………………
Other applicant firms

3.10
You must provide details of the applicant firm’s constitution and the different sources of the applicant firm's capital.

You must tell us how the capital in the applicant firm is sourced.  Capital is the money, property or other assets in your business.

Sources of external funding

Subordinated loans


3.11
Does the applicant firm have any subordinated loans?

A subordinated loan is a loan that ranks below other unsubordinated debt in the queue for repayment should the applicant firm be wound up.

For further details, see MIPRU Chapter 4 and IPRU (INV) chapter 13, as appropriate.

Other funding


3.12
Does the applicant firm have other external funding?

Examples of external finance would include a bank overdraft or a business loan.

Professional indemnity insurance (PII) self certification
PII is liability insurance that covers businesses if a third party claims to have suffered a loss because of professional negligence.

Unless an exemption applies, you must have compliant PII cover in place before we can authorise your application. An authorised firm must have PII that is at least equal to the requirements of the Handbook MIPRU 3. 

You can find guidance on the requirements and the relevant exemptions in MIPRU 3.

For more information on PII see our website.

3.13
Will the applicant firm have PII cover that complies with the minimum standards as set out in the Handbook from the date of authorisation?
You should answer 'yes' to this Question if all excesses and exclusions identified in the PII policy have been satisfactorily covered. For example, your firm has adequate capital resources, or has made sufficient arrangements to mitigate high excess(es), or increased excess(es) for specific business types. 


3.13
You must provide the details of the applicant firm’s PII cover*

	Limits of Indemnity

	General notes

For applicant firms applying for authorisation for designated investment regulated activities and general insurance distribution regulated activities) 
· MIPRU 3.2.7R applies which outlines the specific PII rules the firm needs to comply with

	
	The minimum limit of indemnity is:

· Single claim:

IDD firms: subject to minimum limit of €1,250,000 single claim.

AND

· Aggregate:

IDD firms: subject to a minimum of €1,850,000 in the aggregate.



	Policy Excesses
	For investment business, the excess per claim is not to exceed £5,000 unless readily available funds are held in accordance with IPRU(INV) 13.1.27R

For insurance distribution business, the excess per claim is not to exceed £2,500 (£5,000 if holding client money or assets) unless readily available funds are held in accordance with MIPRU 3.2.14R.


	Increased Excess(es)


	If the excess limit exceeds the prescribed limit as per above for any specific business type, please state the increased level of excess relating to each business type(s).

For example, the applicant firm can hold an excess that is higher than the limits in the table provided above if you hold additional capital as required by our rules in IPRU (INV)13.1.27R or MIPRU 3.2.14R .


	Amount of additional capital required for increased excess(es)


	If the policy has exceeded the prescribed limit you must calculate the amount of additional capital required. Please refer to the table in IPRU (INV) 13.1.27R and MIPRU 3.2.14R. 

You must ensure that any requirement to hold additional capital is taken into account when calculating your firm’s financial resources requirement.

	Amount of additional capital required for excluded business or liabilities.
	If the policy excludes past or future business or liabilities resulting from regulatory action you must calculate the amount of additional capital required.

You must ensure that any requirement to hold additional capital is taken into account when calculating your firm's financial resources requirement.


Other documents


3.15
All applicant firms must provide the following.

A brief description is given below of the documents we need:

· An opening balance sheet. This is a balance sheet prepared as at the start of your trading as an authorised firm. 

· A forecast closing balance sheet for the first 12 months of trading. This is a balance sheet showing the financial position of the applicant firm as it is forecasted to be after 12 months of trading.

· A monthly cash flow forecast for the first 12 months of trading.

· A monthly profit and loss forecast for the first 12 months of trading. A profit and loss account shows the firm’s income and expenditure for a set period. You must send us 12 forecast profit and loss accounts, one for each of the first 12 months of trading as an authorised firm. These must show as a minimum:

· gross income split, from regulated activities and unregulated activities; 

· all business expenditure, relevant annual expenditure and a breakdown of how major overheads will be paid for (for example, rent and rates); and 

· what is expected to be profit before taxation.


3.16
Is the applicant firm currently trading?

You must provide the applicant firm’s end of year accounts and up-to-date management accounts.

 FORMCHECKBOX 


	4
	Personnel




Senior management functions
4.1

List the names of the persons who will perform senior management functions. A person may perform more than one senior management function.  Where the person for the role has not yet been recruited, please indicate this in the relevant box below. The type of firm you are will determine the table you will need to complete.


It is the responsibility of the firm to ensure that no person performs a senior management function until the applicant firm has been authorised by us and we have approved the person to perform senior management function(s).  If granted, approval is effective from the date of authorisation. 

What is an approved person?

An approved person is a person who is approved by us to perform a senior management function for an authorised firm or an appointed representative. To be approved and continued to be approved to perform a senior management function, a person must:

· meet, and maintain, our criteria for approval (the 'fit and proper test'); and then

· perform their senior management function(s) in line with the FCA Handbook; and FCA’s Code of Conduct (COCON).

What is a senior management function?

A senior management function is a function, relating to the carrying on of a regulated activity by the firm, which is specified in the table of FCA senior management functions. Some senior management functions are required for every firm; others will depend on the nature of your business. Senior management functions have their own unique identification number. You can find a full list of all the senior management functions and an explanation of each one at: www.handbook.fca.org.uk/handbook/SUP/10C/ 

You should review the description of each senior management function and identify those that apply to the applicant firm.

4.2
You must fill in ‘Form A ( Application to perform controlled functions including senior management functions ’ for each person who will be performing a controlled function that you have listed in Question 4.1.1 to 4.1.4’ See https://www.fca.org.uk/publication/forms/long-form-a-solo-regulated.docx for more information.

You must also provide a Senior Management Regime: Statement of Responsibilities (https://www.handbook.fca.org.uk/form/sup/SUP_10C_Ann_10D_SOR_20191209.pdf) with each Form A and attach it to your application in Connect 

No additional notes

Non-investment insurance contracts business


4.3
You must give the name of the individual who will be responsible for insurance distribution activities.

No additional notes.
	5
	Shareholders



5.1

You must provide the following information for any individual(s) who have a shareholding in the intermediary (shares and voting rights) exceeding 10%.

No additional notes.
5.2

You must provide the following information for any firm(s) who have a shareholding in the intermediary (shares and voting rights) exceeding 10%. 
No additional notes.

5.3
Is the applicant completing the Owners and Influencers Appendix?
You must notify us about any other firms or individuals that an applicant firm may have close links with – whether directly, or through a parent or a subsidiary – so we can be sure that we can supervise you effectively. You will find below:

· a diagram (1) which sets out the types of relationships between firms and individuals that we consider to be close links; and

· a flowchart (2) which will help you in deciding if you have close links.

(1) 


(2)
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For further guidance on close links please see:

· SUP 11 https://www.handbook.fca.org.uk/handbook/SUP/11/ ; and 

· Handbook Glossary https://www.handbook.fca.org.uk/handbook/glossary/ . 

Overlap between controllers and close links (this applies to applicant firms completing both Owners & Influencers and Controllers appendices)

There is often an overlap between an applicant firm's controllers and its close links. For example, an organisation that owns 20% of the voting power or capital of the applicant firm is both a controller and a close link. If you are asked to provide a structure chart for controllers and for close links, you can provide a single structure chart showing both.


5.4
You must provide a structure chart to show the nature of the relationship between the applicant firm and each close link (please include the business type of the close link).  

The structure chart should show clearly:

(i)  the close link(s)'s name(s);

(ii)  the close link(s)'s address(es);

(iii) the category of each close link – a, b, c, d, e or f (please see diagram (1) above); and 

(iv) thge details of any regulatory body that regulates each close link. Please include the address, telephone number, email address and a contact name at the regulator. (If a close link is regulated by us, please provide the firm’s reference number wherever possible).

Please note you will need to complete the appropriate Controller Appendix for any close links falling into category e (please see diagram (1)).


5.5
Are you aware of any information to suggest that any close link is likely to prevent our effective supervision of the applicant firm?
Possible examples of the kind of issues that might impinge on our effective supervision include anything that might:

· affect your ability to provide adequate information to us at any time;

· hinder the flow of information from the applicant firm or the applicant firm's close link(s) to us at any time; or

· prevent us from being able to assess the overall financial position of the applicant firm or your close link(s) at any time.

Please consider in particular if such issues may arise because the close link is subject to the laws of a state outside the UK 

	6
	Compliance arrangements




Compliance procedures


6.1
You must confirm the applicant firm has documented compliance procedures in place

When assessing this application we need to be satisfied that the applicant firm has the appropriate compliance arrangements in place to meet its regulatory obligations, both when we authorise it and on an ongoing basis.

Set out below are the areas we would expect to be covered, as a minimum, in your compliance procedures:

(a)
the scope of the applicant firm's business
(b)
client classification

(c)
complaints handling

(d)
financial crime (you will be asked for more details about this in question 5.4)

(e)
training and competence

(f)
business continuity

(g)
the fit and proper criteria for approved persons
(h)
communication with clients
(i)
record keeping

(j)
notifications to the FCA

(k)
reporting requirements

(l)
disclosure documents
(m)
scope of service provided

(n)
status disclosure

(o)
pre-application disclosure

(p)
conflicts of interest

(q)
product disclosure

(r)
remuneration policies
(s)
reliance on others
(t)
exclusion of liability

(u)
protecting customers' interests
As well as the subjects above, your compliance manual may need to cover the subjects below depending on your type of business.

(a)
charges and commission

(b)
claims handling

(c)
Chinese walls
(d)
general provisions related to distance marketing
(e)
financial promotion

(f)
rules on personal account transactions

(g)
appointed representatives

(h)
the Statement of Principles and Code of Practice for Approved Persons

(i)
Systems and controls in relation to financial crime and money laundering

(j)
the employees’ responsibilities under the money laundering regime, including:

(i)
internal reporting duties

(ii)
customer identification procedures

(iii)
the use and availability of the know your business information;

(k)
non advised sales
(l)
advised sales

(m)
equity release

(n)
client assets

There may be other compliance procedures and policies, which the applicant firm will need to include in its compliance manual depending on the type of business it intends to carry on. If you are unsure whether you need to include anything else, please take professional advice.

You should not send the compliance procedures to us when submitting this application. However, they must be ready for inspection at any time. They will also need to be in place so that you can prepare the Compliance Monitoring Programme (see Question 5.2).

Remember this manual should be designed so it is specifically tailored to the business, easy to use, easy to amend and easy to keep up-to-date. If you are in doubt about what you need to include you should seek professional advice.

Compliance monitoring programme 


6.2
You must confirm that you have attached a compliance monitoring programme.

This will need to be included as part of your application.

An example of a compliance monitoring programme can be found below.

Example of the contents of a compliance monitoring programme
	Business risks and regulatory requirements
	Action to be taken by firm
	Action to be undertaken by whom?
	Frequency

	New business records are maintained.
	
	
	

	Financial promotions undertaken are up to date and correct. This includes stationery and terms of business letter.
	
	
	

	Status disclosed on all stationery.
	
	
	

	Clients are properly classified and given the appropriate range of advice.
	
	
	

	Adequate complaints records are kept
	
	
	

	Adequate recruitment records are kept for new advisers.
	
	
	

	Personal account dealing procedures are maintained.
	
	
	

	Training and competence records are maintained (including Key Performance Indicators)
	
	
	

	The fitness and propriety of individuals are established and the applicant firm ensures this is maintained.
	
	
	

	Approved persons are approved by the FCA and recorded under the correct senior management functions.
	
	
	

	Conflict of interest records are kept
	
	
	

	Financial requirements are maintained 
	
	
	

	Notify the FCA immediately of any material breaches of FCA principles/rules.
	
	
	

	FCA approval must be granted for changes to:

•
accounting date;

•
permitted regulated activities; and

•
directors and partners.
	
	
	

	Adequate management information maintained and provided to senior management.
	
	
	

	Documented compliance procedures maintained, used in conjunction with an up-to-date copy of the Handbook
	
	
	

	Anti-money laundering regulations are complied with.
	
	
	


Financial crime

6.3

You must briefly describe the procedures the applicant firm has put in place to counter the risks that it might be used by third parties to further financial crime (this includes any offence involving a) fraud or dishonesty, b) misconduct in, or misuse of information relating to, financial markets or c) handling the proceeds of crime (SYSC 3.2.6 and 6.3).

This could be a summary of the applicant firm's money laundering procedures including the following:

Anti-money laundering controls

SYSC 3.2.6 and 6.3 details the scope and application of the anti-money laundering regime.

Please note our anti-money laundering rules do not apply to business in relation to any of the following:

· general insurance;

· pure protection contracts;

· reinsurance business involving the above contracts; or

· home finance mediation activity.

Fraud

You could also describe the procedures the applicant firm has put into place for notifying us if the firm identifies any irregularities in its accounting records, regardless of whether there is evidence of fraud (SUP 15.3).

Conduct of business

6.4

Which methods of sale does the applicant firm intend to use and what will each method of sale be as a percentage of total sales?

To assess this application fully, we need as much insight as possible into how the applicant firm intends to carry on business.

6.5

You must provide the following:

• a brief description of the disclosure documents (eg Initial Disclosure Document, Terms of business, Insurance Product information documents (IPID)) that the applicant firm will give to its clients; and 

• information on which stage of the sales process the disclosure documents will be provided.

To assess this application fully, we need as much insight as possible into how the applicant firm intends to carry on business.

For more assistance please see our ‘build your own’ disclosure documents tool on our website.
Suitability of advice
6.6

Does the applicant firm intend to carry on business with retail clients for their investment business?

As with the above question, please provide an insight into this aspect of your selling practices. If the applicant firm is not intending to carry on business with retail clients please tick the box. FORMCHECKBOX 

Competence of advisers to give investment advice

An applicant firm must be able to ensure that its advisers have RDR appropriate qualifications (see the Handbook Training & Competence Sourcebook for the full list), through a combination of examinations/achievements of the Level 4 standard, supplemented by recent and relevant Continuing Professional Development (CPD) and an annual Statement of Professional Standards (SPS) from an accredited body.

If an adviser is not ‘competent’ (because they not yet achieved appropriate qualifications), the applicant firm must explain how it will ensure that its advisers become competent.

If a firm has a number of advisers who are not yet competent, it must explain how it will manage this situation.

	7
	Fees and levies 




Firms fall into fee blocks according to their permissions. If the applicant firm is authorised to sell investments and non-investment insurance contracts it will be allocated to the following FCA fee blocks:

· A13 – Advisers, arrangers, dealers or brokers.
· A19 – General insurance distribution.
The rules about which activities fall into which fee blocks are in FEES 4 Annex 1A https://www.handbook.fca.org.uk/handbook/FEES/4/Annex1A.html 

The firm will be allocated to corresponding fee blocks for the Ombudsman Service and the Financial Services Compensation Scheme (FSCS), unless the firm has declared itself to be exempt.

The firm will be billed on the information supplied here for the first fee year of being authorised. For firms that gain their authorisation between 1 January and 31 March, the data provided here will also be used for the following fee year.
Please ensure the data submitted in this section is as accurate as possible as a poor estimate or forecast is unlikely to be grounds to revise fees at a later stage. We will only accept changes to the data provided here in exceptional cases, for example where the business plan has been revised before the date of authorisation.

The rules about calculating fees in a firm’s first and second year of authorisation are in FEES 4.2.7 https://www.handbook.fca.org.uk/handbook/FEES/4/2.html 
When reporting monetary fee tariff data, firms should provide a projected valuation covering the first 12 months from the date of authorisation measured according to the relevant tariff bases. Monetary figures must be in GBP. If the answer is 'nil' please write 'nil' – do not leave any boxes blank.
All authorised firms pay minimum fees towards the annual regulatory costs. Larger firms will pay a variable fee in proportion to the size of its tariff data. You can estimate your regulatory fees and levies using our fee calculator at https://www.fca.org.uk/firms/calculate-your-annual-fee/fee-calculator 
Guidance notes for calculating the tariff data are available at https://www.fca.org.uk/firms/fees/report-fee-tariff-data. Links to the relevant parts of the Handbook can be found in the notes below. 

Please contact the Customer Contact Centre on 0300 500 0597 if you require further clarification for this section. 

FCA fees

7.1

Fee block A.13 – Advisers, arrangers, dealers or brokers



How much annual income does the applicant firm estimate for the first year of authorisation in relation to the regulated activities for fee block A.13 (ie advisers, arrangers, dealers or brokers)? 

A firm authorised for investment business is likely to be in fee block A.13. 
Fees A.13 are based on the net amount of income retained from the regulated activities that place the firm in the fee block. This includes income from:

· Advisory and consultancy charges

· Brokerage

· Fees

· Commissions

· Related income arising from the proscribed activities (eg administration charges, overriders, profit shares etc.)

· Interest earned from above income

You should deduct:

· Rebates to customers

· Fees or commissions passed to other authorised firms – for example, where there is a commission chain (this is to avoid double counting).

You should not deduct business expenses.

A firm should exclude advisory activity income arising from its corporate finance business. Corporate finance activity should be reported in fee block A.14. You must let us know if you are carrying out corporate finance activity so that you are allocated to the correct fee blocks.

You can find the detailed rules about this tariff base in FEES 4 Annex 1A Part 2 https://www.handbook.fca.org.uk/handbook/FEES/4/Annex1A.html and the definition of annual income in FEES 4 Annex 11A https://www.handbook.fca.org.uk/handbook/FEES/4/Annex11A.html 

7.2

Fee Block A.19 – General insurance distribution 



How much annual income does the applicant firm estimate for the first year of authorisation from its non-investment insurance contracts (including pure protection) business?

Firms authorised for non-investment insurance distribution business will be allocated to fee block A.19. Your firm is required to report the amount of annual income the firm estimates it will receive from such business from the first year of business, ie over 12 months from the date of authorisation. 

General insurance distribution activities include general insurance contracts, pure protection contracts and connected travel insurance contracts. 

You can find the detailed rules about this tariff base in FEES 4 Annex 1A Part 2 https://www.handbook.fca.org.uk/handbook/FEES/4/Annex1A.html and the definition of annual income in FEES 4 Annex 11A https://www.handbook.fca.org.uk/handbook/FEES/4/Annex11A.html
The Ombudsman Service General Levy

The Ombudsman Service general levy is based on relevant business. Relevant business is business conducted with eligible complainants who are consumers only. If you will only conduct business with eligible complainants who are not consumers then you should report ‘nil’ in this section. Alternatively, if you will not conduct any business with eligible complainants you can apply for an exemption from the Ombudsman Service levy. We define an 'eligible complainant' under DISP 2.7 in the Handbook https://www.handbook.fca.org.uk/handbook/DISP/2/7.html. Please complete the declaration section on the supplementary form to apply for an exemption (see Question 7.9).

7.3

The ombudsman service’s industry block I008 or I009 – Advisers, arrangers, dealers or brokers



How much relevant annual income does the applicant firm estimate for the first year of authorisation from its advisors, arrangers, dealers or brokers? 



The data submitted here is to calculate your Ombudsman Service levy in relation to investment business. Please only include income in relation to consumers. If all your investment business is conducted with consumers then the data you report here will normally be the same as that reported under fee block A.13. 

You can find the detailed rules about this tariff base in FEES 5 Annex 1R https://www.handbook.fca.org.uk/handbook/FEES/5/Annex1R.html 

7.4

The Ombudsman Service’s industry block I017 – General insurance distribution 



How much relevant annual income does the applicant firm estimate for the first year of authorisation from its non-investment insurance contracts (including pure protection) business?

The data submitted here is to calculate your Ombudsman Service levy in relation to its non-investment insurance distribution business.

Please only include income in relation to consumers. If the your entire non-investment insurance distribution business will be conducted with consumers then the data you report here will be the same as that reported under fee block A.19.

Financial Services Compensation Scheme (FSCS) Levy

The FSCS levy comprises three parts: 

· Base Costs - operating costs not directly related to the payment of compensation.

· Specific Costs - operating costs that are directly related to the payment of compensation arising from valid claims.

· Compensation Costs - provides the funds to make valid compensation payments.

As a newly authorised firm your first invoice will only cover the Base Costs of the FSCS levy, which is based on your FCA fees. After this the firm will be liable for the full FSCS levy. The tariff data provided here will only be used to calculate your FSCS levy in the second fee year if your firm receives its permission between 1 January and 31 March. 

For specific and compensation costs firms are allocated to one or more FSCS classes according to their permission. Details of FSCS classes and tariff bases are set out in FEES 6 Annex 3A of the Handbook: https://www.handbook.fca.org.uk/handbook/FEES/6/Annex3A.html.

The levy is based on the amount of eligible business a firm undertakes in each class. 

Eligible business refers to business conducted with eligible claimants. An eligible claimant is a person or entity that is able to bring a claim for compensation to the FSCS under COMP 4.2 of the Handbook. For details of persons that qualify for FSCS compensation, see: https://www.handbook.fca.org.uk/handbook/COMP/4/2.html. 

If you will not carry on any business with eligible claimants, you can apply for an exemption from the FSCS specific and compensation levy. Please complete the declaration section on the supplementary form to apply for an exemption (see Question 7.10).

7.5

Class B2 / Category 1.1 – General insurance distribution



How much annual eligible income does the applicant firm estimate for the first year of authorisation from its non-investment insurance contracts (excluding pure protection) business?

The data submitted here is to calculate the firm's FSCS levy in relation to general insurance distribution contracts only. 

Detailed information on how to calculate the annual eligible income (AEI) for this class is provided in the fees section of the FCA website at https://www.fca.org.uk/publication/fees-information/fscs-sb02-guidance.pdf and in the Handbook under FEES 6 Annex 3A: https://www.handbook.fca.org.uk/handbook/FEES/6/Annex3A.html 

7.6

Class C2 / Category 2.1 – Life distribution and pensions intermediation 



How much annual eligible income does the applicant firm estimate for the first year of authorisation from its life and pensions mediation business?

The data submitted here is to calculate the firm's FSCS levy in relation to life and pensions mediation activities.

Detailed information on how to calculate the annual eligible income (AEI) for this class is provided in the fees section of the FCA website at https://www.fca.org.uk/publication/fees-information/fscs-sc02-guidance.pdf and in the Handbook under FEES 6 Annex 3A: https://www.handbook.fca.org.uk/handbook/FEES/6/Annex3A.html 

7.7

Class D2 / Category 2.2 – Investment mediation



How much annual eligible income does the applicant firm estimate for the first year of authorisation from its investment mediation business?



The data submitted here is to calculate the firm’s FSCS levy for investment mediation activities. It includes all mediation activities in relation to designated investment business except activities that relate to long term insurance contracts for rights under a stakeholder pension scheme or a personal pension scheme. Investment mediation activities relating to long term insurance contracts should be reported in FSCS class C2 / Category 2.1.

Detailed information on how to calculate the annual eligible income (AEI) for this class is provided in the fees section of the FCA website at https://www.fca.org.uk/publication/fees-information/fscs-sd02-guidance.pdf and in the Handbook under FEES 6, Annex 3A: https://www.handbook.fca.org.uk/handbook/FEES/6/Annex3A.html
Declaration of ongoing FCA fees liability

7.8

You must confirm that the applicant firm understands that it is liable and remains liable to pay fees until such time as the FCA cancels the firm’s permission.  This is irrespective of whether the firm is trading, or even if it has notified us of its intention to cease trading or has submitted an application to cancel.

The rules in FEES 4.2.9 and FEES 4.3.13-14 describe the fee obligations of firms who are cancelling their permissions.

Declaration of FSCS and the Ombudsman Service exemption

7.9

The Ombudsman Service exemption – if the applicant firm will not carry on business with eligible complainants and does not foresee doing so in the immediate future, please tick the box in the form.

Please read the Ombudsman Service exemption guidance before completing this section. This can be found on the FCA website at: https://www.fca.org.uk/publication/publications/fos-notice.pdf. 

Applicant firms that do not conduct business with eligible complainants can qualify for exemption from the Ombudsman Service levy. There are some additional, non-fees implications of being exempt. Further details of exemption from funding the Ombudsman Service are in DISP 1.1 in the Handbook: https://www.handbook.fca.org.uk/handbook/DISP/1/1.html.

Retail clients are likely to be eligible complainants. An applicant firm that will carry on business with retail clients is therefore unlikely to be exempt from the Ombudsman Service general levy. 'Eligible complainant' is defined in DISP 2.7 of the Handbook: https://www.handbook.fca.org.uk/handbook/DISP/2/7.html.

If at any point an exempt firm believes that it is conducting, or will conduct, business with eligible complainants, it must notify us immediately in writing under DISP 1.1.10R.

7.10
FSCS exemption – if the applicant firm will not conduct business that could give rise to a protected claim by an eligible claimant and does not foresee doing so in the immediate future, please tick the box in the form.

Please read the FSCS exemption guidance before completing this section. This can be found on the FCA website at: https://www.fca.org.uk/static/fca/documents/fscs-guidance.pdf. Further details of exemption to the FSCS levy can also be found in the Handbook in FEES 6.2 https://www.handbook.fca.org.uk/handbook/FEES/6/2.html. 

Retail clients are likely to be eligible claimants. An applicant firm that will carry on business with retail clients is therefore unlikely to be exempt from FSCS levies. For a full definition of an 'eligible claimant' see COMP 4.2 in the Handbook: https://www.handbook.fca.org.uk/handbook/COMP/4/2.html. 

The FSCS levy is broken into three parts. Applicant firms that will not conduct business with eligible claimants can qualify for exemption from the Specific and Compensation costs of the FSCS levy. Please note that all applicant firms will pay toward the Base cost of the FSCS regardless of exemption unless they are non-participant firms. Non-participants firms include authorised professional firms who are members of the Law Society in England and Wales, or Scotland. Please refer to the Handbook for the full list of non-participant firms: https://www.handbook.fca.org.uk/handbook/glossary/G837.html  

If at any point in the future the firm believes it is conducting, or will conduct, business with eligible claimants, it must notify us immediately in writing under FEES 6.2.4R.



Please take time to read these notes carefully.  They will help you to fill in the supplement correctly.





When completing the application forms you will need to refer to the Handbook: � HYPERLINK "https://www.handbook.fca.org.uk/handbook/" �https://www.handbook.fca.org.uk/handbook/� 





If after reading these notes you need more help please:


check our website


consult the Handbook: � HYPERLINK "https://www.handbook.fca.org.uk/handbook/" �https://www.handbook.fca.org.uk/handbook/� 


call the Customer Contact Centre: 0300 500 0597


email the Customer Contact Centre: � HYPERLINK "mailto:Firm.Queries@fca.org.uk" �Firm.Queries@fca.org.uk�  





These notes, while aiming to help you, do not replace the rules and guidance in the Handbook.





Terms in these notes


These notes use the following terms:


'you' refers to the person(s) signing the form on behalf of the applicant firm


'the applicant firm' refers to the firm applying for authorisation


‘the FCA', 'we', ‘us’ or 'our' refers to the Financial Conduct Authority


FSMA refers to the Financial Services and Markets Act 2000


Important information


At the point of authorisation we expect the applicant firm to be ready, willing and organised to start business.
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