(NOTES) 1 Regulatory business
(NOTES) 1 Regulatory business plan


[image: image1.png]FINANCIAL
CONDUCT
AUTHORITY





Application for Authorisation 

Supplement for investment managers – notes 

	
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 applicant firm's description of its proposed business as an important regulatory tool for the applicant firm and us. It helps us measure the applicant firm's business risk and control over any regulatory concerns.  Applicant firms can find further information about this in SYSC 4 -10.  

Bearing in mind the threshold conditions, we need to be satisfied 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 description of its business is an important part of the overall application and integral to our decision making.  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 the applicant firm perceives as low, the description of its business should be less complex and detailed than for a high-risk firm. The level of detail should also be appropriate to the risks to the applicant firm's clients.

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. 
Platform charges

Where an applicant firm is a platform service provider, it needs to be able to clearly disclose to the professional client and their retail client the firm’s charging structure and any fees, commissions and consultancy charges received in relation to the provision of its designated investment business. See COBS6.1E.1R and COBS2.3.1R for further information.

Where platform service providers are concerned, full disclosure of both direct advice and platform fees are fully explained via a durable medium. Applicant firms must make sure that all fees and commissions are disclosed to the adviser and the customer via a durable medium. They must also ensure that all adviser chargers are made available to the customer via a durable medium.

Movement of customer portfolios between platform service providers

Where an applicant firm is a platform service provider, it needs to provide clarification of the movement of ‘in specie’ assets between platforms, see COBS 6.1G.1R.

Background


1.1
Please explain why the applicant firm wishes to carry on regulated activities at this time.
No additional notes

1.2
Please explain why the applicant firm falls outside the scope of MiFID
If you will be relying on one of the article 2 exemptions or the article 3 exemption from MiFID you will need to adopt the relevant standard limitation or requirement set out in Section 2 – Scope of Permission.

Proposed regulated business

1.3
Which of the following will the applicant firm be establishing or managing?

No additional notes


1.4
You must give details of the customer(s) (i.e. funds) the applicant firm intends to act for when managing investments/establishing collective investment schemes.
Where the applicant firm is managing investments for numerous portfolio management customers it is not necessary to give the name of each customer.



Questions 1.5 – 1.16
No additional notes

Unregulated business activities


1.17
Does the applicant firm intend carrying on any other business activities that are unregulated activities?

No additional notes
Appointed representatives

1.18
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 .

Outsourcing with third parties


1.19
What functions (if any) will the applicant firm outsource?

The applicant firm must submit all the information about any arrangements made with third parties in connection with its regulated activities, and explain fully how the activity will be operated. In addition, the applicant firm must demonstrate that sufficient consideration has been given to emergency situations, such as contingency plans.

The applicant firm cannot contract out its regulatory obligations (see COBS).

Points to consider:

(a) why the applicant firm chose this person
(b) any contingency plan
(c) reviews of the third parties' performance
The applicant firm should ensure that arrangements are made with third parties (for example, emergency contact) to safeguard the interests of clients in the event of the absence, illness, disability or death of any key members of staff.
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).

 1.20.1
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.

1.20.2
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.

1.20.3
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.

Incapacity of key staff


1.21
What arrangements will the applicant firm put in place to safeguard the interests of its customers in the event of the absence, illness, disability or death of any essential member of staff?

We expect applicant firms to have such arrangements in place to meet the threshold condition relating to adequate resources (see COND 2.4), e.g. an applicant firm whose business will involve managing investments with only one person performing the customer function in connection with acting as an investment manager may need to have a locum agreement in place.

We would expect any locum agreement to cover the oversight of the investments of the applicant firm's customer(s) during any period of incapacity of the sole person performing the customer function in connection with acting as an investment manager. This arrangement should be made known to the applicant firm's customer(s), for example, in the terms of business letter or investment management agreement.

Business risks 


1.22
What are the main business risks for the applicant firm and how does it intend to manage those risks?

Here are some examples that 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.

Scale of business



Questions 1.23 – 1.26
No additional notes

Hedge fund techniques

1.27
Does the applicant firm consider that it will be using hedge fund techniques to manage investments?
Questions you should consider are:- 

· Do you manage an unregulated collective investment scheme (UCIS)?

· If yes, is the UCIS domiciled in the UK?

· Do you use derivatives for investment purposes in a UCIS, whether or not domiciled in the UK?

· Do you use shorting techniques in a UCIS whether or not domiciled in the UK?

· Do you use derivatives for investment purposes in a CIS authorised by a competent authority anywhere in the EU?



Question 1.28 – 1.33
No additional notes


1.34
Does the applicant firm plan to make use of 'side pockets'?

Hedge funds are increasingly active in private equity where assets are – by and large – illiquid and difficult to price. To be active in these markets hedge funds need to isolate their private equity investments from their more liquid positions, so they often create 'side pockets.'  Assets in a side pocket are not shared with new investors and when existing investors redeem from the hedge fund, they remain invested in the side pocket until it is liquidated (sale of the assets, initial public offering). 


1.35
Does the applicant firm plan to launch additional new funds over the course of the first two years?

No additional notes
	
2
	Scope of permission required




Background

When applying for authorisation it is the applicant firm's responsibility to ensure that the regulated activities it requests fully and accurately reflect the business it is proposing to carry on.

The applicant firm therefore needs a scope of permission that matches its needs and covers every aspect of regulated business that it wants to carry on.

Getting the applicant firm's scope of permission right at the outset is fundamental. If the applicant firm is authorised with the wrong scope of permission, it will be breaching our rules.

The Scope of Permission Notice shows the range of regulated activities the applicant firm will be authorised to carry on, as well as the investment instruments and types(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 included in the descriptions of specific regulated activities (e.g. can only carry on business with retail clients) and requirements are on the firm to take or not to take specified actions (e.g. not to hold client money).

FSMA states that no person may carry on a regulated activity in the UK, or purport to do so, unless that person is either authorised or exempt.  This is known as the general prohibition. If the applicant firm carries on a regulated activity that is not set out in its Scope of Permission Notice then it could be in breach of FSMA and subject to enforcement action.

Finally, please be aware that these details are recorded on our public register, available on our website.
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/ .


2.1
You must confirm that the applicant firm has completed the Permission Profile table
How to complete the applicant firm's permission profile

Which regulated activities does the applicant firm need?

The applicant firm will need to look at the list of regulated activities and decide which are relevant to its proposed business. The applicant firm should use the answers given in Section 1, Regulatory business plan, to assist it in compiling its permission profile. It will then need to build up each of these regulated activities by selecting the appropriate investment and client types and considering whether any additional requirements or limitations are applicable.

Regulated activities

You can find a description of each regulated activity in PERG 2.7 at:

https://www.handbook.fca.org.uk/handbook/PERG/2/7.html.

You may also find it useful to look at the Handbook Glossary: https://www.handbook.fca.org.uk/handbook/glossary/ 
Which investment types does the applicant firm need for each activity?

You can find a full description of these investments, including guidance on what is excluded from each definition, in PERG 2.6 (specified investments: a broad outline) at:

https://www.handbook.fca.org.uk/handbook/PERG/2/6.html.

The applicant firm should continue to build its Permission Profile using this information.

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 lists the available client types for designated investment business:

	Regulated business category
	Client type
	Link to full Glossary definition

	Designated Investment business
	Retail
	The scope of the term retail client is different for MiFID and non-MiFID business. You can access the definition in the Handbook Glossary, see link below:

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

	
	Professional


	The scope of the term professional client is different for MiFID and non-MiFID business. You can access the definition in the Handbook Glossary, see link below:

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

	
	Eligible counterparty


	A client can only be an eligible counterparty in relation to eligible counterparty business. For example, the eligible counterparty client type is not available for the regulated activity of managing investments. You can access the respective definitions in the Handbook Glossary, see link below: https://www.handbook.fca.org.uk/handbook/glossary/?starts-with=E



Other regulated activities and investment types


2.2
If the applicant firm wants to include other regulated activities and investment types on its permission notice not included in the Permission Profile table (see page 13 of the form), please give details here.

If the applicant firm carries on a regulated activity that is outside the scope of its permission notice, then it could be in breach of FSMA. So it is important to let us know whether there are any other regulated activities (together with the corresponding investment and client types), not included in the permission profile table, that are encompassed by the applicant firm's proposed business.

Client money
2.3 Is the applicant firm seeking permission to control client money?

Controlling client money would be where an applicant firm has written authority from the client to control money belonging to the client.  This would include:

· having access to the client’s bank account including taking direct debits in the firm’s favour; and

· holding a mandate from the client which allows the firm to direct the investment on the client’s money.

If the applicant firm is permitted to hold client money, this will be reflected in its prudential sub-category and its prudential requirements. It will also be required to make appropriate arrangements to comply with the client money rules (refer to CASS for further guidance in this regard): https://www.handbook.fca.org.uk/handbook/CASS/   , specifically CASS 5 .


2.4
Is the applicant firm seeking permission to hold client money?

If the applicant firm is permitted to hold client money, this will be reflected in its prudential sub-category and its prudential requirements. It will also be required to make appropriate arrangements to comply with the client money rules (refer to CASS for further guidance in this regard): https://www.handbook.fca.org.uk/handbook/CASS/ , specifically CASS 6 and 7.


2.5 -2.6


Data supplied in question(s) 2.5 and 2.6 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
	Highest total amount of custody assets 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
	More than £100 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
	An amount equal to or greater than £10 million and less than or equal to £100 billion
	Monthly CMAR reporting.

Must apply for CF10a*

	CASS small firm
	Less than £1 million
	Less than £10 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.
Venture capital / corporate finance business


2.7
The applicant firm must tick the box below if it is seeking authorisation only to carry on venture capital business and wishes to adopt the standard requirement below.

The term venture capital business also includes private equity business.


2.8
The applicant firm must tick the box below if it is seeking authorisation only to carry on venture capital and corporate finance business and wishes to adopt the standard requirement below.

The term venture capital business also includes private equity business.


2.9
You must tick the box(es) below if the applicant firm is seeking authorisation for advising retail clients, but it is only advising retail clients on venture capital business and/or corporate finance business (otherwise it is likely to fall within the scope of the Retail Distribution Review if your advice relates to retail investment products).

If the applicant intends to only advise with retail clients for venture capital or corporate finance business (or both), the applicant must tick the appropriate box(es) to ensure it is not captured by the Retail Distribution Review.

Standard requirement for firms that will be exempt from MiFID

If you will be exempt from MiFID by virtue of one or more exemptions in article 2 or 3 of MiFID, you will need to have one of these standard requirements. See PERG 13, esp. 13.1, 1.3.5 and Annex 1 Flow chart 2 (https://www.handbook.fca.org.uk/handbook/PERG/13/).

2.10
You must tick the box below if the applicant firm is exempt from MiFID by virtue of one or more exemptions in article 2 MiFID.

No additional notes

Standard requirement for UCITS Firms


2.11
You must tick the box below if the applicant firm is a UCITS firm.

UCITS management companies will only need the new managing a UCITS for the management of their UCITS.
Agreeing to carry on a regulated activity

2.12
You must confirm that the applicant firm requests permission to carry on this regulated activity.

No additional notes

Standard limitation – investment activity in rights to or interests in investments

2.13
You must confirm that the applicant firm requests the attachment of this limitation to each regulated activity specified in its completed Permission Profile table.

The effect of the limitation is that where a firm's permission contains an investment activity comprising 'rights or interests in investments (security)' or 'rights to or interests in investments (contractually based investments)', its permission is limited to the investment types otherwise granted for this activity.  For example, if a firm has permission to advise only in relation to shares, its permission to advise in relation to 'rights or interests in investments (security)' is limited to rights to or interests in shares.

Other limitations and requirements


2.14
If the applicant firm wants to include other limitations or requirements on its permission notice, please give details here.

Limitations are specific to a particular regulated activity and will limit in some way how it is carried on.

A limitation may come about because either you request one or we decide to impose one.

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

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

As with limitations, a requirement may be 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.

The standard limitation for a UCITS firm is set out below.
	Limitation/Requirement
	Effect



	UCITS firm

Standard requirement

The firm is only permitted to carry on the activities specified in COLL 6.9.9R(1) to (3) or any successor provision
	Firm becomes a UCITS firm.  As such, it is exempt from MiFID and is not a firm to which MiFID applies.  See, generally, UPRU.


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).

2.15
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

2.16
Give details below of the type of investments the applicant firm wants to apply for permission to approve financial promotions for. 

No additional notes

2.17
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 

2.18
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 

2.19
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.

2.20
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.

2.21
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?

2.22
What process will the applicant firm follow for withdrawing an approval of a financial promotion, where this is required?

No additional notes

2.23
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
2.24
How will the applicant firm assess whether relevant investments are reasonably capable of delivering advertised or headline rates of return?

No additional notes

2.25
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

2.26
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
2.27
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.

2.28
Explain what fees the applicant firm intends to charge for approving and (where applicable) ongoing monitoring of financial promotions? 

No additional notes 

2.29
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 

2.30
Give details of the relevant experience of individuals who will approve promotions 

No additional notes
	3
	Financial resources




Prudential requirements / sub-categories

3.1
Which prudential requirements/ sub-category apply to the applicant firm?

Non MiFID investment management firms follow the prudential rules set out in IPRU (INV) chapter 5
If it is a UCITS firm an applicant firm will not be subject to MiFID.  See, generally UPRU for prudential requirements.

Documents


3.2
You must attach the following:
No additional notes

3.3
Is the applicant firm currently trading?

No additional notes

	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.handbook.fca.org.uk/form/sup/SUP_10C_Ann_3D_Solo_Long_Form_A_20191209.pdf 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

	5
	Compliance arrangements




Compliance procedures


5.1
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.

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 you can prepare the Compliance Monitoring Programme (see Question 5.2).

Remember that your compliance procedures should be designed so they are specifically tailored to the business, easy to use as well as easy to amend and to keep up to date.   If you are in any doubt about what you need to put into your compliance procedures documentation you should seek professional advice.

Common platform firms should, in particular, consider carefully the obligations in SYSC 6.1.  Firms which are not common platform firms are referred, in particular, to SYSC 3.2.7 – 3.2.9G.

Compliance monitoring programme 


5.2
You must confirm you have attached a compliance monitoring programme.

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


5.3
You must confirm that all senior management of the applicant firm are aware of and understand the compliance procedures.

Please note this is an ongoing requirement and must be complied with at all times.

Financial crime


5.4
You must briefly describe the procedures the applicant firm has 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 anti-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.

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).
Market Conduct


5.5
You must briefly describe the steps the applicant firm has put in place to counter the risk that it or its staff may engage in activity which constitutes market abuse.

This could be a summary of the applicant firm's market conduct systems and controls including monitoring procedures.

	6
	Fees and levies 




Firms fall into fee blocks according to their permissions. 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 (FOS) 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 

6.1
Fee block A.7 – Portfolio managers


How much total funds under management does the applicant firm estimate for the first year of authorisation?

A firm authorised to manage funds or assets will fall within FCA fee block A7. The basis for calculating fees is the estimated amount of funds under management or assets managed for the first year of business, i.e. 12 months from the date of authorisation. 

For the purpose of calculating the total value of funds under management, “assets” means all assets that include any investment which is designated investment and which is managed on a discretionary basis. 

In respect of collective investment schemes, “assets” means the total value of the assets of the scheme. 

Please note – only assets that will be managed from an establishment maintained by the firm in the United Kingdom are relevant. 

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 


6.2
Fee block A.9 – Managers and depositaries of investment funds, and operators of collective investment schemes or pension schemes



How much total Gross Income does the applicant firm estimate it will receive from the activities relating to fee block A.9 for the first year of authorisation? 

Managers and depositaries of investment funds, and operators of collective investment schemes or pension schemes are likely to fall into FCA fee block A9.

However, a firm with permission to accept deposits and operating a deposit based personal pension scheme will be allocated to the A.1 (deposit acceptors) fee block and not the A.9 fee block. A life insurer operating personal pension schemes will be allocated to the A.4 (life insurers) fee block and not the A.9 fee block. 

The basis for calculating A.9 fees is the amount of total gross income the firm projects it will receive for the first 12 months from the date of authorisation for the activities that fall into fee block A.9.

Note that:- 

· for operators of CIS including ACDs and managers of unit trust, gross income excludes box management profits.

· for operators of personal pension / stakeholder pension schemes, gross income calculation excludes charges made to an investor in respect of third party suppliers.

You can find the detailed rules about this tariff base and its activities in FEES 4 Annex 1A Part 2 https://www.handbook.fca.org.uk/handbook/FEES/4/Annex1A.html. Please contact our fees helpline on 0300 500 0597 if you require further clarification.

6.3
Fee block A10 – Dealers as Principal


How many traders does the firm estimate it will have at the end of its first year of authorisation?
A firm dealing in investments as principal will be in fee block A.10. The basis for calculating fees for this fee block is the number of traders estimated in the first 12 months of trading following authorisation. We define a trader as any employee or agent who:

· ordinarily acts within the United Kingdom on behalf of an authorised person liable to pay fees to the FCA in its A10 fee block; and who

· as part of their duties in relation to those activities of the authorised person, commits the firm in market dealings or in transactions in securities or in other specified investments in the course of regulated activities. 

You should not include any traders that work solely within the firm’s MTF operation.

You may report traders as full-time equivalents, taking account of any part-time staff.

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 

6.4
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 i.e. 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 (e.g. 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
6.5

Fee block A14 – Corporate finance advisers



How much annual income does the applicant firm estimate for the first year of authorisation in relation to corporate finance business?
Firms carrying out corporate finance business will fall into fee block A.14. You may have some income in A.13 and some in A.14: income should not be double-counted across the fee blocks. 

A firm must include income retained from its corporate finance business. Please include advisory activity income arising exclusively from corporate finance. Other investment advisory business should be declared in A.13.
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 6.15).

6.6
The Ombudsman Service’s industry block I005 – Portfolio Managers


How much relevant funds under management does the applicant firm estimate for the first year of authorisation?
The data submitted here is to calculate your Ombudsman general levy in relation to its discretionary investment business. If the applicant firm’s entire investment activity will be with consumers, then the data reported here will be same as FCA fee block A.7.


6.7
The Ombudsman Service’s industry block I006 – Managers and depositaries of investment funds, and operators of collective investment schemes or pension schemes
How much relevant gross income does the applicant firm estimate for the first year of authorisation?
The data submitted here will be used to calculate your Ombudsman general levy in relation to the activities that place a firm into fee block I006, which are the same as the activities in the corresponding FCA fee block A.9. If your entire business will be carried on with consumers then the data reported here will be the same as FCA fee block A.9.

6.8
The Ombudsman Service’s industry block I007 – Dealers as Principal 

How many relevant traders does the firm estimate it will have at the end of its first year of authorisation?
The data submitted here will be used to calculate your Ombudsman general levy in relation to its investment activities that falls within fee block A.10 (dealing as principal). If your entire business will be carried on with consumers then the data reported here will be the same as FCA fee block A.10.


6.9

The Ombudsman Service’s industry block I008/I009 – Advisers, arrangers, dealers or brokers



How much relevant annual income does the applicant firm estimate for the first year of authorisation in relation to advisers, 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 
6.10
The Ombudsman Service’s industry block I010 - Corporate finance advisers



How much annual income does the applicant firm estimate for the first year of authorisation in relation to its corporate finance business? 

The data submitted here is to calculate your Ombudsman Service levy in relation to corporate finance business. If all your corporate finance business will be conducted with consumers, the data will be the same as in FCA fee block A.14.
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. From the subsequent fees period the firm will be liable for the full FSCS levy. The tariff data provided here will 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 6.16). 

6.11
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 in relation to 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 clsss 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   


6.12
Class D1 / Class 3 / Category 2.4 – Investment provision

How much annual eligible income does the firm estimate for the first year of authorisation in relation to fund management business? 

The data submitted here is to calculate the firm's FSCS levy in relation to fund management business. It also includes activities relating to collective investment schemes, authorised unit trust schemes, and acting as depositary of an open-ended schemes.

Income expected from assets managed on a non-discretionary basis, being assets that the applicant firm will have a contractual duty to keep under continuous review but in respect of which prior consent of the clients must be obtained for proposed transactions should be reported in sub class D2 / Category 2.2. 

Detailed information on how to calculate AEI for this class is provided in the fees section of our website at https://www.fca.org.uk/publication/fees-information/fscs-sd01-guidance.pdf and in the Handbook under FEES 6 Annex 3A: https://www.handbook.fca.org.uk/handbook/FEES/6/Annex3A.html   


6.13
Class D2 / Category 2.2 – Investment mediation



How much annual eligible income does the firm estimate for the first year of authorisation in relation to 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

6.14
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 its permission.  This is irrespective of whether it is trading, or even if it has notified us of intention to case trading or 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

6.15
The Ombudsman Service exemption – if the applicant firm will not conduct business with eligible complainants and does not foresee doing so in the immediate future, please tick the box on 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.
6.16
FSCS Exemption – if the applicant firm will not conduct business that could give rise to a protected claim by an eligible claimant and do not foresee doing so in immediate future, it may apply for FSCS exemption. 
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 form 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: � HYPERLINK "http://www.fca.org.uk" �www.fca.org.uk� 


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


call our 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 this form


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.


Contents of these notes


1	Regulatory business plan	2


2	Scope of Permission required	7


3	Financial resources	14


4	Personnel	15


5	Compliance arrangements	17


6	Fees and levies	19












 FCA ( Application for Authorisation Supplement( Release 12 ( November 2023
page 18
FSA ( SA(N) Application for Authorisation Supplement( Release 1 ( March 2006
page 17

