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1
	Regulatory business plan



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

We see the applicant firm's description of its proposed business as an important regulatory tool for both 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:  http://fshandbook.info/FS/html/handbook/SYSC/3/2 
Having regard to the threshold conditions, we need to be satisfied that the applicant firm can:

• identify all the regulated activities and any unregulated business that it intends to carry on;

• identify all the likely business and regulatory risk factors;

• explain how it will monitor and control these risks; and 

• take into account any intended future developments. 

Please remember that the applicant firm's description of its proposed 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 scale and complexity of the business that the applicant firm intends to carry on. 

You can find further information about our requirements and expectations for business plans at http://fshandbook.info/FS/html/handbook/COND/2/4 
1.1
Background to and description of proposed business
1.1.1

Briefly explain why the applicant firm has been established.


No additional notes.

1.1.2

Provide the name of each ceding insurance undertaking, its regulator, and the name and contact details of an individual at that regulator with whom we may communicate.



Note that an ISPV may only enter into a contract of reinsurance with a ceding insurance undertaking that has received an official authorisation in accordance with either article 6 of the First Non-Life Directive or article 4 of the Consolidated Life Directive or article 3 of the Reinsurance Directive.



We may need to consult a ceding insurance undertaking's regulator in relation to the arrangements for the proposed transfer of liabilities from that ceding insurance undertaking to the applicant firm.


For a ceding insurance undertaking that is regulated by the PRA and  FCA, there is no need to provide the name and contact details of an individual with whom we may communicate.



A ceding insurance undertaking regulated by the PRA and  FCA can benefit from a reduction in its own regulatory capital requirements by claiming credit for amounts recoverable from an ISPV through a waiver application. For further details, please see our website.
1.1.3

Describe the reinsurance special purpose for which the applicant firm has been established. 

No additional notes.
1.1.4

Describe the arrangements that the applicant firm is intending to make to ensure that its proposed exposures under its reinsurance contract(s) are fully funded.


Examples of sources of finance include the issue of debt to the capital markets, as well as finance provided by a ceding insurance undertaking.
1.1.5

Specify the stage that the applicant firm has reached in identifying the sources of this finance.



This could include, in the case of the issue of debt to the capital markets, a description of the prospective investors that have expressed an intention to subscribe to the debt issue.

1.1.6

Describe briefly the steps that the applicant firm is proposing to take to remunerate its providers of finance (such as any debt holders).


Being unable to meet such remuneration obligations could be a business risk to the applicant firm.



Please note that, in answering questions 1.1.4 to 1.1.6, the applicant firm should provide a written description of its proposed arrangements. The itemised breakdown of figures should be provided in answer to the questions in section 3, Financial resources.
1.2

Contractual arrangements and investment policy
1.2.1

You must certify that each proposed contract of reinsurance between a ceding insurance undertaking and the applicant firm includes terms that will cap the applicant firm's aggregate maximum liability at any time under its contracts of reinsurance to the amount of its assets at that time.

1.2.2
You must certify that the proposed agreements between the applicant firm and the providers of its finance (such as any debt holders) will fully subordinate the rights of the providers of that finance to the claims of creditors under the applicant firm's contract(s) of reinsurance.
1.2.3

You must certify that the applicant firm is only seeking to enter into contracts or otherwise assume obligations that are necessary for it to give effect to the reinsurance arrangements that represent the special purpose for which it has been established.


Refer to INSPRU 1.6.9 to 1.6.12.


The applicant firm's self-certification in relation to the terms of its contractual arrangements will be a key consideration in our assessment of the applicant firm's satisfaction of the Threshold Conditions, and our decision to grant Part 4A Permission to the applicant. The applicant firm should therefore seek independent confirmation from its lawyers as to the legal effectiveness of these arrangements, before providing the requested self-certification.
1.2.4

You must certify that the applicant will invest its assets in accordance with INSPRU 1.6.7.
Refer to INSPRU 1.6.7 and INSPRU 3.1.61AR.
1.3

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

Examples of the main business risks that the applicant firm is likely to face as an ISPV include ensuring that it (i) remains fully funded and solvent, and (ii) continues to meet its obligations to its providers of finance.
1.4

Will the applicant be outsourcing any functions to third parties?
No additional notes.
1.5

Assessment of competence and capability
Please refer to SUP 10.4.5R and SUP 10.5 for details of the significant influence Controlled Functions.
	
2
	Scope of Permission required




Background

When applying for authorisation it is the applicant firm's responsibility to make sure that the Scope of Permission it requests fully and accurately reflects 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 an incorrect Scope of Permission, then it could be in breach of FSMA.

The Scope of Permission notice itemises the range of regulated activities the applicant firm will be authorised to carry on, as well as the types of investments in, and clients for, which it can carry on business for each respective regulated activity. It will also contain what we refer to as 'requirements' and 'limitations'.  Broadly speaking, limitations are included in the descriptions of specific regulated activities (e.g. not to carry on business with private customers) and requirements are on the firm to take or not to take specified actions (e.g. only to carry on business as an ISPV).

The Financial Services and Markets Act (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 permission notice then it could be subject to enforcement action as if it was in breach of our rules.

Finally, please be aware that these details are recorded on the Financial Services Register.

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:.  www.fshandbook.info/FS/html/handbook/PERG/2.

2.1
Insurance business

2.1.1
Regulated activities
The applicant firm will be effecting a contract of insurance when it enters into a contract of reinsurance with a ceding insurance undertaking. Thereafter, it will be carrying out a contract of insurance.
You can find a full description of each regulated activity in PERG 2.7 at:

www.fshandbook.info/FS/html/handbook/PERG/2/7.

You may also find it useful to look at the handbook’s  Glossary: www.fshandbook.info/FS/html/handbook/Glossary
2.1.2
Investment types

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:

www.fshandbook.info/FS/html/handbook/PERG/2/6.

The investment types selected should correspond with those identified in answer to question 1.1.3 in relation to the reinsurance special purpose for which the applicant firm has been established.
2.1.3
Client types

You must indicate how the ceding insurance undertaking(s) will be categorised, in terms of regulatory classification:

In relation to the contracts of reinsurance that the applicant firm will be entering into and carrying out, its client(s) will be the ceding insurance undertaking(s).

For the definitions of the respective client types, please refer to the Handbook 's Glossary:
www.fshandbook.info/FS/html/handbook/Glossary
We expect that ceding insurance undertakings will be categorised as market counterparties.

2.2
Ancillary deposit-taking business
2.2.1
Regulated activity

Is the applicant firm applying for permission to carry on the regulated activity of accepting deposits?
If the applicant firm is proposing to receive a premium from a ceding insurance undertaking, it will be need permission for the regulated activity of accepting deposits to do so.
2.2.2
Investment type

You must confirm that the applicant firm is seeking permission to carry on the regulated activity of accepting deposits in relation to the investment type of deposit:

No additional notes.
2.2.3
Client types
You must indicate how the ceding insurance undertaking(s) from which the applicant firm is proposing to receive a premium will be categorised, in terms of regulatory classification:
In relation to the regulated activity of accepting deposits, the applicant firm's client(s) will be the ceding insurance undertaking(s) from which it receives a premium.

We expect that ceding insurance undertakings will be categorised as market counterparties.
2.2.4
Standard limitation on accepting deposits ancillary to insurance business
You must confirm that the applicant firm requests this standard limitation:

No additional notes.
2.3
Ancillary investment business

2.3.1
Regulated activity

Is the applicant firm applying for permission to carry on the regulated activity of dealing in investments as principal?

The applicant firm will be carrying on the regulated activity of dealing in investments as principal if it will be using its assets (finance raised from investors, and/or any premium received from a ceding insurance undertaking) to buy/sell contractually-based investments, whether to generate a return or for hedging purposes, in which case it will need permission for that regulated activity.
You can find a full description of each regulated activity in PERG 2.7 at:

www.fshandbook.info/FS/html/handbook/PERG/2/7.

You may also find it useful to look at the handbook’s Glossary: www.fshandbook.info/FS/html/handbook/Glossary
2.3.2
Investment types


You must tick the types of contractually-based investments in which the applicant firm is proposing to deal as principal:

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:

www.fshandbook.info/FS/html/handbook/PERG/2/6.

Please note that, under article 15 of the Regulated Activities Order, the applicant firm does not require authorisation to deal in investments as principal in relation to securities.
2.3.3
Client types


You must tick the client type(s) with which the applicant firm is proposing to deal in investments as principal:

In relation to the regulated activity of 'dealing in investments as principal', the applicant firm's clients will be the counterparties to the transactions in it which will be dealing as principal.

For the definitions of the respective client types, please refer to the Handbook’s Glossary:

www.fshandbook.info/FS/html/handbook/Glossary
We do not expect that these trading counterparties will be private customers.
2.3.4
Standard limitation – investment activity in rights to or interests in investments

You must confirm that the applicant firm requests this standard limitation:


No additional notes.
2.3.5
Standard limitation on dealing in investments as principal ancillary to insurance business

You must confirm that the applicant firm requests this standard limitation:

No additional notes.
2.3.6
Agreeing to carry on a regulated activity

You must confirm that the applicant firm is applying for permission to carry on the regulated activity of 'Agreeing to carry on a regulated activity':

No additional notes.

2.4
Requirement – ISPV

You must confirm that the applicant firm requests the attachment of this requirement to its Scope of Permission:
No additional notes.

	3
	Financial resources




 FORMCHECKBOX 

3.1

Explain how the applicant firm is proposing to meet the requirements for an ISPV (i) to be fully funded and (ii) to ensure that at all times its assets are equal to or greater than its liabilities.



Refer to INSPRU 1.6.2G to 1.6.12.


The applicant firm must itemise the value and nature of, respectively, all of its forecast assets and all of its forecast liabilities.


The applicant firm's forecast assets will include the proceeds of its proposed debt issuance or other financing mechanism, any premium received from a ceding insurance undertaking, any capital injected by its owners, and any income from its investments.



The applicant firm's forecast liabilities will include the liabilities that it will be assuming under each proposed contract of reinsurance with the ceding insurance undertaking(s), its operating expenditure (including the cost of any outsourcing arrangements), and any expenditure associated with servicing the providers of its finance.


The applicant firm must also explain how it will service the providers of its finance while ensuring that it meets the requirement for its assets to at least equal its liabilities at all times.


In answering this question, the applicant firm should itemise its forecast assets and liabilities (including its forecast income and expenditure) as at the point immediately following its receipt of finance (after it has been authorised), and for the first 12 months of trading after that.

3.2

Provide both a forecast opening balance sheet and a forecast balance sheet as at the end of the applicant firm's first 12 months of trading after authorisation.
We anticipate the following sequence of events, culminating in the conclusion of the applicant firm's authorisation:
Stage One

If we are satisfied that, on the basis of the its forecast assets and liabilities, the applicant firm will meet the solvency requirement in INSPRU 1.6.5R that at all times its assets are equal to or greater than its liabilities, and will otherwise meet our Threshold Conditions, we will advise the applicant firm that we are minded to grant Part 4A Permission to it.

Stage Two

Assuming that it has not already done so, the applicant firm may then proceed to raise its finance (whether by a debt issuance, or otherwise) as proposed in its application.
Stage Three

Once the applicant firm has raised its finance (we would expect this process to be concluded quite soon after our 'minded to grant Part 4A Permission' advice to the applicant firm), the applicant firm must then certify to us that it has received the proceeds of its finance raising, and now meets both the requirement to be fully funded and the solvency requirement, confirming the value of its assets and liabilities.

Stage Four

Provided we are satisfied that the applicant firm does now meet both the requirement for its reinsurance liabilities to be fully funded and the solvency requirement, and that it continues to meet the  Threshold Conditions generally, we will grant Part 4A Permission to the applicant firm.
Stage Five

Once the applicant firm has been granted Part 4A Permission and is, therefore, authorised, it may carry on the regulated activities in its Scope or Permission. So, it may then effect, and after that carry out, the contract(s) of reinsurance with the ceding insurance undertaking(s).
	4
	Personnel




Controlled functions
4.1

List the names of the individuals for whom you are applying for approval to perform the following controlled functions. An individual may perform more than one controlled function.

You must ensure that no individual performs a controlled function until the applicant firm has been authorised by us and we have approved the individual to perform their controlled function(s).  If granted, approval is effective from the date of authorisation. 

What is an approved person?

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

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

· perform their controlled function(s) in line with our Statements of Principle and Code of Practice, known as APER for Approved Persons.

What is a controlled function?

A controlled function is a function for a regulated business that has particular regulatory significance, for example, overseeing the firm's systems and controls and being responsible for compliance with our rules.

There are different controlled functions relevant to the different types of businesses we regulate. Some controlled functions are required for every firm; others will depend on the nature of your business.
Each controlled function has a 'CF' number.  You can find a full list of all the controlled functions and an explanation of each one at: www.fshandbook.info/FS/html/handbook/SUP/10
On the next page is a summary of the controlled functions relevant to an ISPV. You may find it useful to review the description of each controlled function in the list and tick the ones that apply to the applicant firm.
Please note that if the applicant firm

either
· will not be carrying on the regulated activity of dealing in investments as principal;

or
· will only be doing so with clients (i.e., trading counterparties) that are market counterparties (and therefore not customers);

then both CF10, Compliance Oversight, and CF30, Customer Trading, will be inapplicable to the applicant firm.
If the same member of staff is both a director and responsible for the applicant firm's apportionment, you need to select both CF1and CF8 for that individual.
	Function Type
	CF No.
	Name of Controlled Function
	Who would need this?
	Does my firm need this?

	Governing functions
	CF1
	Director
	All individuals responsible for directing a company's affairs on the firm's governing body will require this controlled function. 
	

	
	CF2
	Non-executive director
	An individual who, for example: (1) provides an independent perspective to the overall running of the business; (2) scrutinises the approach of executive management, the firm's performance and its standards of conduct; and (3) carries out other responsibilities as assigned by the firm: for example, as a member of a board committee on audit or remuneration.
	

	
	CF3
	Chief executive
	An individual at a firm who has the responsibility under the immediate authority of the governing body, for the conduct of the whole of the business.
	

	Required functions
	CF8
	Apportionment & oversight
	A director or senior manager responsible for the apportionment and the oversight function. This is dealing with the apportionment of significant responsibilities at the firm, and ensuring that the firm establishes and maintains internal systems and controls that are appropriate for its business. 
	

	
	CF10
	Compliance oversight
	A director or senior manager who has responsibility for oversight of the firm's compliance and reporting to the governing body in respect of that responsibility. 'Compliance' in this respect means compliance with the rules in COB, COLL or CIS and CASS of the handbook (see the Handbook: www.fshandbook.info/FS/html/handbook/) Although a firm may choose to use the services of an external compliance consultant, the responsibility for the compliance oversight function remains with one or more directors or senior managers of the firm.
	

	Customer function
	CF30
	
	The customer functions has to do with giving advice on, dealing and arranging deals in and managing investments.  For further information please refer to SUP 10.10.7A: www.fshandbook.info/FS/html/handbook/SUP/10/10.
	


4.2

Is it intended that any other controlled functions will be performed for the applicant firm that are not listed in question 4.1?

Please list any other controlled functions that the applicant firm requires.

It is unlikely that you will need any other controlled functions. However, if you would like to see the full list of controlled functions, please refer to: www.fshandbook.info/FS/html/handbook/SUP/10
4.3

You must fill in a ‘Form A - Application to perform controlled functions under the approved persons regime’ for each individual who will be performing a controlled function that you have listed in 4.1 and 4.2.

This form is available on the build your own application form page.

Alternatively, you can find this form at: http://fshandbook.info/FS/docs/sup/sup10_annex4D.doc

	5
	Compliance arrangements




Compliance procedures

5.1

You must confirm the applicant firm has documented compliance procedures in place which relate specifically to the regulated business for which it is seeking permission.
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.

The applicant firm will need, as a minimum, to have in place procedures to meet our rules in relation to the subject areas in the table below.

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).

	Subject to be covered
	Relevant PRA AND FCA rules
	Link to the Handbook

	The scope of the applicant firm’s business
	-
	-

	The PRA AND FCA's Statement of Principles and the Code of Practice
	APER 
	www.fshandbook.info/FS/html/handbook/APER

	Fit and proper criteria for approved persons
	FIT 2
	www.fshandbook.info/FS/html/handbook/FIT/2 

	Notifications to the PRA AND FCA
	SUP 15
	www.fshandbook.info/FS/html/handbook/SUP/15

	Reporting requirements
	SUP 16
	www.fshandbook.info/FS/html/handbook/SUP/16 

	Systems and controls in relation to financial crime and money laundering
	SYSC 3.2.6
	www.fshandbook.info/FS/html/handbook/SYSC/3/2 

	Business continuity
	SYSC 3.2.19
	www.fshandbook.info/FS/html/handbook/SYSC/3/2

	Record keeping
	SYSC 3.2.20

	www.fshandbook.info/FS/html/handbook/SYSC/3/2

	Operational risk
	SYSC 3A
	www.fshandbook.info/FS/html/handbook/SYSC/3A


It may be appropriate to include other procedures in the compliance manual.

Remember that this manual should be designed so it is 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 the compliance manual you should seek professional advice.

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.

An example of a compliance monitoring programme can be found below.
Please note that the applicant firm will need to devise its own compliance monitoring programme, based on its own proposed business. 

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

	Clients are properly classified.
	
	
	

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

	Approved persons are approved by us and recorded under the correct controlled functions.
	
	
	

	Financial requirements are maintained 
	
	
	

	Notify us immediately of any material breaches of PRA and FCA principles/rules.
	
	
	

	We must grant approval 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 PRA and FCA’s Handbook
	
	
	

	Anti-money laundering regulations are complied with.
	
	
	


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

Briefly describe the steps the applicant firm has put in place to counter the risks that it might be used by others 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)).
This could be a summary of the applicant firm's systems and controls as required by SYSC 3.2.6R.
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).
Treating Customers Fairly



Principle 6 of the Principles for Business Handbook states that 'a firm must pay due regard to the interests of its customers and treat them fairly.' This includes Treating Customers Fairly (TCF).  To help firms understand what treating customers fairly means in practice, six outcomes has been defined which they should deliver to retail consumers. Please briefly describe the steps the applicant firm has put in place to deliver the six consumer outcomes and demonstrate that it treats its customers fairly.
Treating Customers Fairly (TCF) is a regulatory requirement underpinned by some of our Principles, for example Principle 6 - a firm must pay due regard to the interests of its customers and treat them fairly. TCF is central to the delivery of our retail regulatory agenda as well as being a key part of our move to more principles-based regulation. 

The Treating Customers Fairly (TCF) initiative focuses on the responsibility on a firm's management to deliver and demonstrate fair outcomes for consumers whilst offering the firm the flexibility to deliver these outcomes. Please briefly describe the steps the applicant firm has put in place to deliver and demonstrate fair consumer outcomes.

Our website gives more straightforward easy to read information about TCF, including the consumer outcomes we are looking for together with information on latest deadlines and supporting publications. It also has lots of good and poor practice and some very useful tools.
5.6
Can you please confirm that you have the procedures in place to comply with the management information requirements in respect of TCF? 

No additional notes

 FORMCHECKBOX 
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	Fees



No additional notes.







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








When completing the application form you will need to refer to The Handbooks: � HYPERLINK "http://www.fshandbook.info/FS/html/handbook/" ��www.fshandbook.info/FS/html/handbook/�.








If after reading these notes you need more help please:


check the PRA website: � HYPERLINK "http://www.bankofengland.co.uk/PRA" �www.bankofengland.co.uk/PRA� 


check the FCA website;


consult The Handbooks: � HYPERLINK "http://www.fshandbook.info/FS/index.jsp" ��www.fshandbook.info/FS/index.jsp�;


call the PRA Enquiries: 020 3461 7000 


email the PRA: � HYPERLINK "mailto:PRA.firmenquiries@bankofengland.co.uk" �PRA.firmenquiries@bankofengland.co.uk�


call the FCA Customer Contact Centre on 0845 606 9966; or


email the FCA Customer Contact Centre: � HYPERLINK "mailto:fcc@fca.org.uk" �fcc@fca.org.uk� .








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








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;


‘they’ and ‘firms’ refers to firm financial services firms


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


‘we’ refers to PRA and or FCA


‘the PRA refers to Prudential Regulation Authority and FCA refers to the Financial Conduct Authority;


FSMA refers to the Financial Services and Markets Act 2000; 


words in italics are defined terms which you can find in Handbook Glossary at:  � HYPERLINK "http://www.fshandbook.info/FS/html/handbook/Glossary" ��www.fshandbook.info/FS/html/handbook/Glossary�.








Important information





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