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1 Summary

Why we are consulting

CP17/40
Chapter 1

We are creating a new regime for firms and regulators, to strengthen accountability in
financial services.

The regime was consulted onin CP17/25, published in July 2017, when we proposed
changes to how individuals in relevant firms are assessed and held accountable for
what they do, or fail to do. The Senior Managers & Certification Regime (SM&CR)
will make it easier for firms and regulators to hold these people to account. This
Consultation Paper sets out how we propose to move these relevant firms and
individuals to the new regime, as well as associated consequential changes to

our Handbook.

Who is affected by the changes

AllFCA solo-regulated firms will be affected by these changes, as well as EEA and
third-country branches (but not insurers, these firms should read CP17/41). The
requirements depend on whether firms are classified as Limited Scope, Core or
Enhanced. Use Figure 1 and Table 1 to determine your firm's classification.

Figure 1: Firm Checker Tool

Are you a firm that is currently
exempt from the Approved
Persons Regime?

You are not an
SM&CR firm

ﬁ Yes

Areyouafirmthatis

currently subject to a limited ; You are a Limited
application of the Approved Yes

Scope SM&CR firm
Persons Regime?
J You are a Core SM&CR firm unless one of the following applies: [
You have Assets You are afirmwith vou are‘ a ﬁm‘w \{vnah You are amortgage
Under Management total intermediar annuaireguiate lender (thatis nota
Youarea n 9 M revenue generated
o Youarea CASS of £50bn regulated business - bank) with 10,000
Significant IFPRU L - by consumer credit
arge firm ormore (at any time revenue of . or more regulated
firm . I~ lending of
inthelast three £35 million or more . mortgages
£100 million or more A
years) perannum outstanding
per annum

—

You are an Enhanced SM&CR firm

—
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Table 1: Table of Firm Types

Firm type

Limited Scope Firm

Description

Firms that will be subject to fewer requirements than Core firms. This
covers all firms that currently have a limited application of the Approved
Persons Regime, including:

e |limited permission consumer credit firms
e soletraders

e authorised professional firms whose only regulated activities are non-
mainstream regulated activities

e oil market participants

® service companies

e energy market participants

e subsidiaries of local authorities or registered social landlords

e insurance intermediaries whose principal business is not insurance
intermediation and who only have permission to carry oninsurance
mediation activity in relation to non-investment insurance contracts

e authorisedinternally managed Alternative Investment Funds (AlFs)

Core Firm

Firms that will have a baseline of SM&CR requirements applied. EEA and
non-EEA branches will fall into this category.

Enhanced Firm

A small proportion of solo-regulated firms that will have to apply extrarules.

1.4 People who should read this whole document:

o allFCA solo-regulated firms in scope of the proposals set outin CP17/25
(conversion proposals for Core and Limited Scope Firms can be found in Chapter 4,
and Enhanced firms will find their proposals in Chapter 5).

o EEA andthird-country branches (but not insurers). Conversion proposals for
branches can be found in Chapter 4.

1.5 People who only need to read sections of this document:

« firms subject to the Banking Regime (Chapters 6, 7 and 8)

o firms that apply for authorisation before Commencement —'applicant firms' (the
end of chapters 4 and 5 depending on whether the firmis likely to be categorised as
Limited Scope, Core or Enhanced).

o Appointed Representatives’ (chapters 6 and 7).

1.6 People who only need to read this summary:

e incoming EEA firms providing cross-border services only — these firms are out of

scope of the SM&CR.

o Insurers (please read CP17/41 for the relevant proposals for these firms).

e Payment Services firms —these firms are out of scope of the SM&CR.

1 Limited permission consumer credit firms that are also Appointed Representatives should take note of 7.4 - 7.8.

—
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The wider context of this consultation

The Bank of England and Financial Services Act 2016 made changes to the Financial
Services and Markets Act 2000 (FSMA) and the proposals in this CP —and those set
outin CP17/25 —willimplement them. The changes expand the Senior Managers and
Certification Regime (SM&CR) to all authorised firms and will extend:

« the Senior Managers Regime (SMR) to all FCA solo-regulated firms and focus
regulatory approval on fewer senior individuals in a firm than under the current
Approved Persons Regime (APR)

o the Certification Regime to most FCA solo-regulated firms. This requires firms to
assess the fitness and propriety of certain individuals who could harm the firm, its
customers or the market.

o the Conduct Rules to most staff in FCA solo-regulated firms.

This CP sets out the proposed technical amendments that apply to FCA solo-
regulated firms.

The Core, Enhanced and Limited Scope Regimes

In Chapters 2 and 3 of CP17/25 we set out our intention to apply a set of requirements to all FCA solo-
regulated firms (the Core regime). We also set out extra requirements (the Enhanced regime) for a
subset of firms and a reduced set of requirements for Limited Scope firms. The proposed criteria for a
firm being in scope of the Core, Limited Scope and Enhanced regimes are set outin CP17/25.

The proposalsin chapters 2, 3, 4 and 5 of this CP refer to this categorisation.

What we want to change

There will be changes to the Handbook because of the proposals in CP17/25. This CP
explains our proposals for how firms and individuals will be transitioned to the new
regime, and includes the forms needed to achieve this.

Conversion of individuals from the APR to the SM&CR
Chapter 3 sets out our proposed transitional arrangements for moving from the APR
to the SM&CR.

Our proposed approach to conversion of relevant individuals is set out in

chapters 4 and 5. The proposals are different for Core, Limited Scope or Enhanced
firms under the criteria set outin CP17/25. There is a Firm Checker Toolin 1.3 for firms
to work out which category applies to them.

In CP17/25, we explained that many different types of firms will be subject to the
extended SM&CR, ranging from the very smallest to some of the largest global firms.

Given the differences in the size and nature of firms covered by the extended regime,
we recognise that it would not be appropriate to approach moving individuals into the
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SM&CR in the same way for all firms. We want our approach to conversion to be simple,
clear and proportionate, and flexible enough to accommodate different business
models. For the majority of FCA firms, our proposed approach to moving individuals
will require little or no interaction with the FCA.

We propose:

o toautomatically convert most of the approved persons at Core and Limited Scope
firms into the corresponding new Senior Management Functions

¢ that Enhanced firms need to submit a conversion notification (Form K) and
accompanying documents.

Figure 2: Proposed approach to conversion

glndividuals at Core and Limited Scope firms will be automatically converted from APR functions to
écorresponding Senior Management Functions wherever possible (see Chapter 4 for more information).

:Individuals at Enhanced firms will be converted from APR functions to Senior Management Functions !
' subject to the submission of a conversion notification and accompanying documentation (see Chapter 5 for !
:more information). .

Submission of:

« FormK
(Conversion Notification)
» Statements of
Responsibilities (SoRs)

Responsibilities Map

Changes to forms

Chapter 6 sets out our proposed changes to regulatory forms. These reflect the
move to the SM&CR, while keeping APR for Appointed Representatives (ARs), and
some consequential changes, including applying the late returns fee to late or non-
submitters of REPO08 (the annual report of Conduct Rules breaches).

Changes affecting Banking firms

Proposals includedin CP17/25 that are directly relevant to firms subject to the Banking
Regime (banks, building societies, credit unions and PRA-designated investment firms)
are listed in Chapter 8.

Banking firms will need to note our proposal to apply the late returns fee to non-
submitters of REPOOS.

—



—

1.17

1.18

1.19

1.20

1.21

1.22

Financial Conduct Authority CP17/40
Transitioning FCA firms and individuals to the Senior Managers & Certification Regime Chapter1

Other proposals
In Chapter 7, we set out several consequential amendments to our Handbook to make
sure that the move to the new regime is effective. These include:

o changes necessary to keep the Approved Persons Regime for Appointed
Representatives

e changes to SUP 10C, to reflect the extension of the SM&CR to FCA solo-regulated
firms, and Insurers

e some changes to clarify how the regime applies to different types of firms

o consequential changes to the Enforcement Guide (EG) and the Decision Procedure
and Penalties Manual (DEPP)

o additional guidance on the SMF24 — Chief Operations function

changes to the Glossary

This CP does not propose any requirements for benchmark administrators and these
will be addressed separately.

Outcome we are seeking

We want to make the transition from APR to the SM&CR as simple, clear and
proportionate as possible.

Appointed Representatives

While there are consequential amendments that will be of interest to Appointed
Representatives (ARs) of firms, the extension of the SM&CR proposed in CP17/25 does
not affect individuals and Approved Persons working at ARs. The Bank of England and
Financial Services Act 2016 does not currently provide us with the power to extend the
regime to ARs.?

The provisions of the Approved Persons Regime still apply to ARs. Principal firms

remain fully responsible for their ARs and networks meeting our rules and Senior
Managers at these firms must make sure that this happens.

The Financial Services Register

In CP17/25 and CP17/26 we proposed that, for firms subject to SM&CR, only details
of people holding Senior Management Functions would be included on the Financial
Services Register. This is because Senior Management Functions will be the only

2 One exception is for Limited Permission Consumer Credit firms that also act as Appointed Representatives for other business.
These fall within scope of the extended SM&CR as they are authorised firms.
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roles approved by the FCA under the new regime. This would mean that, under
these proposals, people performing Certification Functions would not appear on the
Register following the extension of the SM&CR.

We are reviewing all feedback that we received to these consultations to decide

the right approach. This includes concerns raised around the potential impact of
excluding certain people from the Register. We have listened to this feedback and are
considering next steps as part of our preparations to implement the new regime.

Next steps

What you need to do
We want to know what you think of our proposals in this CP. Please send us your
comments by 21 February 2018.

You may wish to think about whether you have the appropriate people in the correct
approved functions before the conversion of approved individuals from the APR to the
SM&CR takes place. This will help to make your transition to the new regime as easy

as possible.

How to send us your response
Use the online response form on our website, email us at cpl7-40@fca.org.uk or write
to us at the address on page 2.

What we will do next
We will consider your feedback and publish our rules, including our final approach to
transition and conversion, in a Policy Statement in summer 2018.

—
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2 The wider context

Background

Extending the SM&CR to all FCA-authorised firms
In July 2017, we proposed changes to how individuals working in financial services
are regulated.

These proposals affect most of the firms that we regulate. These range from very
small firms and those with limited permissions (including sole traders and consumer
credit firms), to some of the largest global firms.

Almost every firm that offers financial services and is regulated by the FCA will be
affected by these changes — especially firms currently subject to the Approved
Persons Regime (APR). It will also affect the people who work in these firms, including
those not currently subject to the APR.

Why we are doing this
We currently regulate individuals in FCA solo-regulated firms through the Approved
Persons Regime.

After the financial crisis, Parliament recommended that we develop a new
accountability system to focus on Senior Managers and individual responsibility, so
we created the new Senior Managers and Certification Regime. This applies to banks,
building societies, credit unions and PRA-designated investment firms, and replaced
the Approved Persons Regime for these firms from March 2016.

Our next stepis to replace the Approved Persons Regime with the Senior Managers
and Certification Regime in almost all financial services firms, not just banking firms.

Our priority is to reduce harm to consumers and markets by raising standards of
conduct for everyone who works in financial services, and by making senior people in

firms more responsible and accountable for their actions.

However, we have to make some changes to our rules and forms to move firms and
individuals from the APR to the SM&CR, and these are set out in this CP.

How it links to our objectives

Consumer protection

Improving culture and governance at firms reduces consumer harm

Moving to the SM&CR willimprove the way financial services firms operate, with
specific people being personally responsible for considering consumers'interests and
treating them fairly.
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2.10 We want the Conduct Rules in CP17/25 to improve the way people behave in
financial services.

Market integrity
Improving culture and governance at firms

2.11 We want people in senior roles to be responsible for maintaining market integrity and
make sure they are they are accountable for this. Our Conduct Rules will apply to staff
at all levels, which will help raise standards across the whole industry.

2.12 We also want the new requirements to help firms hire the right people as Senior
Managers, Non-Executive Directors and Certification Functions.

Wider effects of this consultation

2.13 The new focus on accountability and conduct in senior management will make it
easier to spot and rectify misconduct at all levels, while improving the decisions that
firms make.

What we are doing

2.14 We will consider the feedback to this CP alongside the feedback received to CP17/25
(Individual Accountability: Extending the Senior Managers & Certification Regime to
all FCA-regulated firms), CP17/26 (Extending the Senior Managers & Certification
Regime toinsurers) and CP17/41 — (Transitioning insurers and individuals to the Senior
Managers & Certification Regime).

2.15 We will then make final rules for the regime and finalise how the transition to the
SM&CR will work.

2.16 The new rules will start when the Treasury sets the dates. For the purpose of our
draft rules that form part of this consultation, we have assumed that the rules will
apply toinsurers in late 2018 and solo-regulated firms in mid-to-late 2019. The actual
commencement dates will be announced and set by the Treasury in due course.

2.17 Firms should also refer to our separate consultation paper—CP17/42 (The Duty of
Responsibility for insurers and solo-regulated firms), which explains the extension of
the 'duty of responsibility’ applying to Senior Managers.

Related publications

CP17/25 - Extending the Senior Managers & Certification Regime to all FCA firms
CP17/26—Extending the Senior Managers & Certification Regime to insurers

CP17/41 - Transitioning insurers and individuals to the Senior Managers & Certification Regime

CP17/42 — The Duty of Responsibility for Insurers and solo-regulated firms

10
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Equality and diversity considerations

We have considered the equality and diversity issues that may arise from the proposals
in this Consultation Paper.

Overall, we do not believe that our proposals result in direct discrimination for any
of the groups with protected characteristics; ie age, disability, sex, pregnancy and
maternity, race, religion and belief, sexual orientation and gender reassignment.

Our assessment of the equality and diversity considerations for the main rules is set
outin CP17/25 and we will continue to consider the implications of the proposals
during the consultation period. We welcome views on these issues.

11



CP17/40
Chapter 3

3.1

3.2

3.3

3.4

3.5

3.6

12

Financial Conduct Authority
Transitioning FCA firms and individuals to the Senior Managers & Certification Regime

3 Transitional arrangements

Who should read this chapter?

This chapteris relevant to all FCA solo-regulated firms currently subject to the Approved Persons
Regime. It sets out the main provisions to achieve the move from the APR to the SM&CR. Our
proposals for the transition of people who are already approved by us are set out in detail in chapters 4
and 5.

Overview

The detail of the transitional arrangements for moving Approved Persons to the Senior
Managers Regime (SMR) are set out in this chapter and in chapters 4 and 5.

The draft rules and guidance in Appendices 1 to 3 assume that the Treasury will
provide a statutory instrument enabling the FCA to implement the proposals.

Conversion

In CP17/25, we set out our intention for Approved Persons who will be performing
a corresponding Senior Management Function in a relevant firm to be eligible to be
converted into that new function without needing to reapply.

This means that if someone is currently approved by us for their function, and the
equivalent role exists in the SMR, they do not need to apply for re-approval. For
example; someone currently approved as a Director (CF1) will not need to re-apply for
approval to take on an Executive Director (SMF3) function, as long as:

— they continue to perform the function
— for Enhanced firms, the conversion notifications are made on time

Chapters 4 and 5 set out our approach to converting existing, new and in-flight
approvals for Core, Limited Scope and Enhanced firms.

Notification deadline

The Treasury will announce when the new regime will start. We will subsequently
communicate the date by which all Enhanced firms, and — by exception® — Core firms,
will need to have submitted the appropriate conversion documentation to transition
their relevant approved individuals into the new regime. Read Chapters 4 (for Core
firms) and 5 (for Enhanced firms) for more information on the steps required.

3 We intend to convert approved individuals at Core firms to new Senior Management Functions automatically. However, there is an
exception where firms have a CF2 —Non-Executive Director performing the role of Chair. Read 4.5 for more information.

—



—

3.7

3.8

3.9

3.10

3.11

3.12

3.13

3.14

3.15

Financial Conduct Authority CP17/40
Transitioning FCA firms and individuals to the Senior Managers & Certification Regime Chapter 3

To maximise the transition period available to firms, we propose that the cut-off
date for Form K conversion notifications will be one week before the start of the
new regime.

After Commencement

Firms will be required to check the updated Financial Services Register after the start
of the new regime to ensure that they hold the correct approvals after automatic
conversion has taken place.

Certified staff

We plan to implement the rules for Certification gradually, so that firms can get used to
applying the new regime.

Once a year, firms will need to confirm that their certified staff are fit and proper for
their roles. They'll have to do this even if the individuals were in these roles before

the Certification Regime comes into force, or were approved by the FCA under the
Approved Persons Regime (eg as a CF29 — Significant Management Function or CF30
— Customer Function). Some people who previously needed our approval will now fall
under the Certification Regime instead.

The Treasury intends to commence the requirement for firms to certify relevant
employees as fit and proper for the first time 12 months after the start of the main
SM&CR.

The Conduct Rules in COCON will apply to these employees from Commencement at
all firms.

This means that firms will need to know who all of their certified staff are on day one
of the regime. The employees must meet the Conduct Rules straight away, but firms
will have 12 months to complete their fitness and propriety assessments and to get
the certification paperwork in place. Firms will not be required to obtain regulatory
references for existing employees who will be performing the same role after the start
of the new regime.

Other Conduct Rules staff

'‘Other Conduct Rules staff' are those who are subject to the Conduct Rules in COCON
but who do not hold a Senior Management Function or a Certification Function.

We propose giving firms 12 months from Commencement to get ready to apply the
Conduct Rules to their Other Conduct Rules Staff —the same as we did in the Banking
Regime —as we know that it may take firms longer to arrange the right staff training.
This transitional provision applies to Core, Enhanced and Limited Scope firms.

Q1: Do you have any comments on our proposed
transitional arrangements?

13
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4 Conversion—Core and Limited Scope Firms

Who should read this chapter?

This chapter is relevant to Core (including EEA and non-EEA branches) and Limited Scope FCA solo-
regulated firms and sets out our proposed approach to converting individuals from the Approved
Persons regime to the new Senior Managers Regime.

The Senior Managers Regime for Core and Limited Scope firms: conversion

Converting existing approvals

This chapter gives the details of the conversion process and how it applies to
Core and Limited Scope firms. Information on how we will categorise firms s in
Chapter 1. Information on the forms referred to in this chapter can be found in
Chapter 6 but a summary can be found in Table 2 below.

Individuals at Core and Limited Scope firms will be automatically converted wherever possible,
with no action required by firms. We recommend that firms consider whether any changes to
their approvals are required ahead of Commencement. This will ensure that the move to the new
regime is as smooth as possible.

Table 2: Summary of key forms referenced in this chapter

Form reference Purpose

Laterinthis chapter, we explain how firms can make changes to their approved individuals to prepare for the
new regime, if they wish to do so. Most firms will not need to take any action as existing APR functions will be
converted to new SM&CR functions.

There are two versions of Forms A and E referred to in this chapter —the existing APR versions and the new
SM&CR versions. The SM&CR forms will be available for submission before the start of the new regime

and we will try to process them before Commencement, as long as they are submitted in good time, but
approval of these applications can only be effective from the start of the new regime.*

Table 4 summarises the forms relevantin a variety of scenarios. 4.11 to 4.20 explain this in more detail.

FormA Application form used to apply for a new controlled function for
anindividual.

FormC Application form used to cancel anindividual approval.

FormE Application form used to transfer an approved individual from one

controlled function to another.

FormK Used to notify conversion. Only relevant for Core and Limited Scope
firms where a CF2 Non-Executive Director is going to perform the SMF9
— Chair function.

4 The statutory clock for these applications will technically start at the Commencement date, but we will try to process these before
the start of the new regime as long as they are received in good time.

—
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Conversion mapping for Core and Limited Scope firms

Inthe legalinstrument in Appendices 1 to 3, Core and Limited Scope firms are referred to as 'non-
notifying' firms.

Firms will not have to apply for re-approval for their approved individuals.

No extra checks are required either (for example, mandatory criminal records checks
and regulatory references). This is because firms already have to ensure that these
individuals are, and continue to be, fit and proper.

Details for the conversion of people with existing APR approvals are in Table 3. The
first column shows existing controlled functions under the Approved Persons Regime.
The second column shows the set of new Senior Management Functions into which

a person performing the controlled function in column one will be eligible to be
converted ('mapped functions’).

Exception —individuals to perform the SMF9 — Chair role

While we will automatically convert approvals according to the mapping proposed in
Table 3, there is one exception. We currently approve a firm's non-executive Chair
under the generic CF2 —Non-Executive Director (NED) function. This means that we
will not know whether an individual CF2 performs the Chair role, unless firms tell us.

We will therefore require firms with a non-executive Chair to submit a Form K, telling
us that they wish to convert an approved NED to the SMF9 — Chair function. Core firms
will not be required to submit this individual's Statement of Responsibilities to the FCA.
If a Form Kis not submitted for the Chair, the individual's approval will lapse at the start
of the new regime.

Read 4.9 to 4.10 for our proposed approach to executive Chairs. All other NEDs at Core
firms will no longer be approved by us. Such non-approved NEDs are still subject to
certain extra requirements on top of the Conduct Rules.”

Statements of Responsibilities (SoRs)

Every converted Senior Manager at a Core or Limited Scope firm must have a Statement of
Responsibilities (SoR), even though they are not required to be submitted to the FCA at conversion.
Firms must be prepared to provide a Senior Manager's SoR to the FCA on request.

5 Refer to Chapter 4 of CP17/25 for these.

15
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Table 3: Proposed function mapping for Core and Limited Scope firms

Current controlled function

CF1-Director

Possible corresponding Senior
Management Function(s)

SMF3 —Executive Director

CF2 - Non-Executive Director®

SMF9 - Chair

CF3 - Chief Executive

SMF1 - Chief Executive

SMF19 —Head of Third Country Branch

CF4 -Partner

SMF3 —Executive Director’

SMF27 —Partner

CF5 —-Director of Unincorporated Association

SMF3 —Executive Director

CF6 - Small Friendly Society Function

SMF3 —Executive Director

CF8 - Apportionment and Oversight Function

SMF29 - Limited Scope®

CF10-Compliance Oversight

SMF16 —Compliance Oversight

CF11 -Money Laundering Reporting
Officer (MLRO)

SMF17 —Money Laundering Reporting
Officer (MLRO)

CF29 - Significant Management Function®

SMF21 —-EEA Branch Senior Management Function

Q2: Do you have any comments on our proposed mapping of
functions for Core and Limited Scope firms?

Example: Automatic conversion for a Core or Limited Scope firm

Someone performing the CF10 (Compliance Oversight function) for a Core firm will be eligible to be
converted automatically into an SMF16 (Compliance Oversight function).

6 Non-Executive Directors at Core and Limited Scope firms who are not the firm's Chair will no longer be approved by the FCA.
7 CF4 - Partner to SMF3 — Executive Director is only a valid conversion for EEA and non-EEA branches.
8 This function is only applicable to Limited Scope firms that have a CF8 — Apportionment and Oversight function. Core firms should

not have this function under APR but if they do, it will lapse. Firms should move the individual to a mapped function if the individual is

intended to perform an SMF. Refer to 4.15 for how to do this.

9 This mapping only applies for EEA Branches. Individuals holding CF29 at other Core firms will not be converted to a Senior
Management Function unless approved for a mapped controlled function before Commencement.

—
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Existing approved roles that fallaway at SM&CR Commencement

A number of existing functions at Core and Limited Scope firms will not be automatically converted at
Commencement of the new regime. This is because these roles will no longer require approval by the
FCA. However, some of these roles will fall into the Certification Regime.

These functions are:

e CF2—Non-Executive Director (NED) (with the exception of an SMF9 — Chair, read 4.5 to 4.7)
CF10a—CASS Oversight Function

e CF28-Systems & Controls Function

CF29 - Significant Management Function (though this can be converted to the new EEA Branch
Manager Function for EEA Branches)

e CF30-Customer Function
Individuals performing these functions will not be converted to a new Senior Management Function

unless they also hold an existing mapped function, apply for an additional mapped function using Form
A, or the firm submits a Form E to transfer them to one of these functions (see paragraph 4.15).

Example: A CF1 - Director becoming SMF1 - Chief Executive at Commencement

This function does not directly correspond in Table 3, so the firm will need to submit a SM&CR Form
Ato apply for the individual to assume a corresponding function. This application must be approved
before the regime starts so that the new approval can start from Commencement, and itis up to firms
to submit the application in advance.

People who want to carry out functions in the right hand column of Table 3 need to make sure that they
are approved by us for the correct corresponding function in the left hand column if they want to be
converted automatically.

What to do if your current controlled function is not listed

Conversion only applies for the controlled functions and corresponding Senior
Management Functions listed in Table 3. For all other controlled functions, regulatory
approval will no longer be required and existing approvals will lapse when the new
regime begins. These people can become part of the Certification Regime.*®

Core Firms — Executive Chairs

This section only applies to Core firms with Executive Chairs. If your firm has a Non-Executive Chair
please refer to paragraphs 4.5 to 4.7.

In certain sectors, there are firms with Executive Chairs in executive controlled
functions, such as a CF1 — Director.

Under the SM&CR, being an Executive Chair will mean holding an additional controlled

function. Where Core firms have an Executive Chair, we propose to automatically
convert the executive controlled function (e.g. CF 1 — Director to SMF3 — Executive

10 There are more details on the Certification Regime in Chapter 5 of CP17/25.
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Director) and ask them to complete a Form A to apply for the additional SMF9 —
Chair function.

Q3: Do you have any comments on our approach to
conversion for Core and Limited Scope firms?

New and in-flight applications (including transfers of existing
approved individuals)

This section explains how we propose to deal with applications by Core and Limited Scope firms
submitted near to Commencement.

Firms may wish to refer to the summary table at the end of this chapter.

The Approved Persons Regime will continue to apply in full up until the start of the

new regime and we will therefore still deal with applications for these controlled
functions right up until Commencement. We set out our approach for new and in-flight
applications below. Figure 3 shows different scenarios depending on how firms'
business models fit into the new regime.

Summary

Most Core firms will not need to take any action ahead of conversion, but where firms wish to change

their approved individuals, the following principles apply:

e the existing processes for individual applications continue to apply as usual, until the start of the new
regime

e the SM&CR application forms will be available for submission before Commencement, but these
approvals will only be effective from the start of the new regime

e an APR application submitted, but not determined before the start of the new regime, will be
converted to an application for the relevant Senior Management Function at Commencement.

If you do not intend to apply for any new individual approvals, or make any changes to existing

ones, then you canread ahead to paragraph 4.21.
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Figure 3: Core and Limited Scope firms: what do | need to submit?
The diagram provides a non-exhaustive summary of the most common scenarios
explained in this section.

Are you an enhanced
SM&CR firm?

Are all of the Individuals wishing
to perform senior management

functions already approved inthe a

relevant mappable functions?

N2

You are not a core or limited scope
SM&CR firm —refer to Figure 5.

When would the individual(s)
take up the role?

be automatically
converted

Form C is submitted

be automatically
converted unless a

Commencement?

Do you wish to Before After
convert all existing mappable Commencement Commencement
approved persons to mapped under APR (SM&CR)

SMFs?
A4
Ce)
Does the firm have
aNED Chair??
N N
Yes
W \]/ V. A4
Submit FormK to
Submit Form C?, the Mappable individuals notify conversion Submit APR Form A.
remaining mappable wilrge automaticall of CF2 to SMF9, Individuals will then be Submit SM&CR Form A
individuals will y the remainder will automatically converted at
converted unless a and SoR

Form C is submitted

"Where a function falls away at Commencement, firms do not need to submit a Form C —the individual's approval will lapse at the Commencement date
?If the firm has an Executive Chair read 4.9 to 4.10.
*If an individual is giving up an existing controlled function under the APR in order to take up a new APR function, a firm may use Form E to apply for this transfer. Read 4.15 for the

scenarios in which this may be appropriate.

Example: An individual holding the CF30 — Customer Function who will hold the SMF3 -
Executive Director function after Commencement, but not before

If the firm intends for the individual to retain their CF30 approval until Commencement, then an
SM&CR Form Ais required. The individual's CF30 approval will lapse at the start of the new regime and,
aslongas the applicationis approved, the individual will hold the SMF3 function after Commencement.

New approvals to be effective before Commencement

Applications for APR functions before Commencement must be submitted using
the APR version of Form A. If not approved ahead of Commencement, they will be
converted to an application for the relevant Senior Management Functions once the
regime has started.

New approvals to be effective after Commencement

If a firm wants someone not currently approved for an equivalent role to perform

a mapped Senior Management Function after Commencement, they will need to use
the new SM&CR Form A.

Firms should remember that applications submitted to take effect after
Commencement using the SM&CR versions of the forms have to meet the majority
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of the SM&CR application requirements, even if submitted for approval prior to
Commencement. These include conducting criminal records checks, but will not
include regulatory references, as the rules requiring firms to provide these will only
come into force at Commencement.

Moving an existing approved individual into a Senior Management Function that
does not map from their APR function
Firms have three options in these circumstances:

o ifthe individual will perform the APR function until Commencement and both an
equivalent SMF and a new function after Commencement, the firm should apply for
the new function using the SM&CR Form A. The new function will become effective
upon approval of the Form A, or at the start of the new regime, whichever is later.

o ifthe individual will perform the APR function until Commencement and also
take up a new mapped function before Commencement under the existing
Approved Persons Regime, the firm should use the APR Form A to apply for the
new function. Where the individual is intended to hold only the new function after
Commencement (and their existing function is not one which lapses at the start of
the new regime), then a Form C should be submitted to cancel the original approval.

o ifthe individual will stop performing the existing un-mapped function and start
performing a new mapped function immediately upon approval, the firm should use
an APR Form E to transfer the individual. The individual will then be converted to the
appropriate SMF at Commencement.

In-flight applications at Commencement

We will continue to receive applications for new approvals under the current rules right up until
Commencement ('new applications').

We will not have made a decision on all applications when the new rules commence, so there will be a
number of 'in-flight" applications, ie those that we have received before Commencement, but on which
we have not made a decision by the start of the new regime.

We do not propose to apply the new criminal records checks and regulatory references
requirements for in-flight applications, ie where the old APR forms are used, the APR
rules apply.

A firm may not know whether an application will be determined by the FCA prior

to Commencement. It will therefore not know whether the application will be
subject to automatic conversion. In these circumstances, we propose to adopt the
following approach:

o ifthe applicationis not approved by the start of the new regime, we intend to
automatically convert the application where possible, meaning that an APR
application in-flight at Commencement will be converted to be an application
for the applicable SMF upon Commencement. In these circumstances, there
will be no need for the firm to make a new application for the applicable Senior
Management Function.
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e reqguestaForm K for CF2 — Non-Executive Director approvals for Core firms where
the individual is intended to be the SMF9 — Chair under the new regime. However,
even in this scenario, there is no need for the firm to make a new application for the
SMF9 role, if the application is not approved before Commencement.

Q4: Do you agree with our approach to new and in-flight
applications by Core and Limited Scope firms?

Interim applications for roles which will not be approved under the proposed

SM&CR

We plan to only approve Senior Managers, so several roles currently approved under
APR —including CF29 - Significant Management Function and CF30 — Customer
Function —will move into the Certification Regime.

The Approved Persons Regime will apply until the new regime starts and we know that
we'll get applications for these controlled functions until this date.

Firms may wish to plan their recruitment activities during the transitional period
accordingly. Any application that will not require approval under the SM&CR and that is
not approved prior to the new regime will automatically lapse at the Commencement
date. Firms should be clear that if people are actively performing controlled functions,
then approvalis still required, regardless of how close we are to Commencement.

Summary table — which forms to submit

The table below summarises the forms required in different scenarios, and will help
Core and Limited Scope firms to work out which forms (if any) they need. It should not,

however, be considered exhaustive.

Table 4: Core and Limited Scope Firms — Applicable forms in various scenarios

Scenario

Action

Summary: Individuals at Core and Limited Scope firms will be automatically converted at
Commencement. Other forms may be needed for additional applications, and where the firm has a
CF2 —Non-Executive Director planning to hold the SMF9 — Chair function. The main scenarios are

outlined below.

Convert approved individuals to mapped Senior
Management Functions.

No action required

Anapproved individual in a mapped function
is not to be converted to the corresponding
Senior Management Function (eg where they
have resigned).

Submit Form C for that individual

A CF2—Non-Executive Director is currently also
acting as the Chair and wishes to continue in that
role under the new regime.

Submit Form K only for the individual to become
the Chair.
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Scenario

An approved individual is going to give up an
existing controlled function that will lapse at

the start of the new regime and take up a new
convertible controlled function, with the intention
that they will be converted to a relevant Senior
Management Function.

For example, anindividual moving from the CF29

- Significant Management Function to the CF1

— Director function in order to hold the SMF3 —
Executive Director function under the new regime.

Action

Submit the existing APR Form E.

An approved individual is going to give up an
existing controlled function that will lapse at the
start of the new regime and take up a new Senior
Management Function after Commencement.

Submit the new SM&CR Form A

Submit a Statement of Responsibilities

Seeking approval for a new individual with
immediate effect, so that they can be converted
to amapped Senior Management Function
after Commencement.

Submit the existing APR Form A

Seeking approval for a new individual with effect
after Commencement.

Submit the SM&CR Form A

Submit a Statement of Responsibilities

An existing Executive Chairis currently approved to
perform the CF1—Director function and wishes to
continue as Executive Chair under the new regime.

Submit the SM&CR Form A for the new SMF9 —
Chair function. The existing executive CF held will
be automatically converted to a mapped SMF.

Submit a Statement of Responsibilities

Applying for a new individual to become Executive
Chair at the start of the new regime.

Submit the SM&CR Form A for the executive
SMF function and SMF9 — Chair functions being
applied for.

Submit a Statement of Responsibilities

Applicant firms

Some firms will apply for authorisation before the new regime starts, but it is likely they
will only need to submit Form A (application for approval) for their relevant individuals.

Q5:
Scope applicant firms?

Do you agree with our approach to Core and Limited
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5 Conversion-Enhanced Firms

Who should read this chapter?

This chapteris relevant to Enhanced FCA solo-regulated firms. Core and Limited Scope firms should
refer to Chapter 4. For more details on the proposed approach to new applications and applications
in-flight at Commencement, refer to 5.23. In the legal instrument in Appendices 1 to 3, Enhanced firms
are referred to as 'notifying' firms.

The Senior Managers Regime: conversion

Converting existing approvals
This chapter details the conversion process and how it will apply to Enhanced firms.
Check Chapter 1 for firm categorisation.

Enhanced firms will need to submit a Form K conversion notification, Statements of
Responsibilities and a Responsibilities Map to convert existing approved individuals to new Senior
Management Functions.

Firms should submit an updated Form K where the information submitted changes. Failure to do
so may mean problems converting the firm's individuals.

Table 6 shows how we propose to convert people with existing approvals at Enhanced
firms. The first column shows existing controlled functions under the Approved
Persons regime. The second column shows the new Senior Management Functions
into which a person performing the controlled function in column one will be eligible to
be converted ('mapped functions').

Figure 4: Enhanced firms: what do | need to submit?

Indnvnduals at Enhanced firms will be converted from APR functions to Senior Management Functions subject
to the submission of a conversion notification and accompanying documentation.

Submission of:

FormK

(Conversion Notification)

SM&CR
Statements of

Responsibilities (SoRs)

Responsibilities Map
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Table 5: Summary of key forms referenced in this chapter

Form reference Purpose

Laterin this chapter we explain how firms can make changes to their approved individuals to prepare
for the new regime, if they wish to do so. Firms that do not wish to make any changes willjust need to
submit Form K, SoRs and a Responsibilities Map for their existing APR functions to be converted to new
SM&CR functions.

There are two versions of Forms A and E referred to in this chapter —the existing APR versions and the
new SM&CR versions. The SM&CR forms will be available for submission before the start of the new
regime and we will try to process them before Commencement, as long as they are submitted in good
time, but approval of these applications can only be effective from the start of the new regime.*!

Table 4 summarises the forms relevant in a variety of scenarios and 5.14 to 5.29 explain this in more detail.

FormA Application form used to apply for a new controlled function for
anindividual.

Form C Application form used to cancel anindividual approval.

FormE Application form used to transfer an approved individual from one

controlled function to another.

FormK Used to notify conversion of mapped individuals.

Conversion mapping for Enhanced firms

Inthe legalinstrumentin Appendices 1 to 3, Core and Limited Scope firms are referred to as
‘notifying’ firms.

5.3 Enhanced FCA solo-regulated firms will have to tell us who they want to assign to the
new Senior Management Functions, but they will not have to re-apply for approval
if the proposed Senior Management Functions can be mapped directly from the
Approved Persons Regime. This is the same approach we took when we implemented
the SM&CR for banking firms.

5.4 Thereis no need for firms to do extra checks on these individuals when they are
converted. Firms are already required to ensure that these individuals are, and continue
to be, fit and proper. Again, this is the same approach as we took for the Banking Regime.

5.5 Enhanced firms will need to submit:

e FormK, detailing all of the approved persons to be converted to SMFs as at
Commencement

o Statements of Responsibilities (SoRs) for all of the SMFs included in the Form K
* aResponsibilities Map

o Forms A and E for new or transferred individuals respectively (see Figure 5)

11 The statutory clock for these applications will technically start at the Commencement date, but we will try to process these before
the start of the new regime as long as they are received in good time.
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Table 6: Proposed function mapping for Enhanced firms*?

Current controlled function

CF1-Director

Possible corresponding Senior
Management Function(s)

SMF2 — Chief Finance Officer

SMF3 —Executive Director

SMF4 — Chief Risk Officer

SMF5 —Head of Internal Audit

SMF7 —Group Entity Senior Manager

SMF24 — Chief Operations

CF2 -Non-Executive Director

SMF9 —Chair

SMF10 — Chair of the Risk Committee

SMF11 - Chair of the Audit Committee

SMF12 — Chair of the Remuneration Committee

SMF13 —Chair of the Nomination Committee

SMF14 —Senior Independent Director

SMF7 - Group Entity Senior Manager

CF3 - Chief Executive

SMF1 - Chief Executive

SMF2 — Chief Finance Officer

SMF4 — Chief Risk Officer

SMF5 —Head of Internal Audit

CF4 -Partner

SMF27 —Partner

SMF2 — Chief Finance Officer

SMF4 — Chief Risk Officer

SMF5 —Head of Internal Audit

CF5 —-Director of Unincorporated Association

SMF 3 —Executive Director

SMF2 — Chief Finance Officer

SMF4 — Chief Risk Officer

SMF5 —Head of Internal Audit

SMF7 —Group Entity Senior Manager

CF6 - Small Friendly Society Function

SMF3 —Executive Director

SMF2 — Chief Finance Officer

SMF4 — Chief Risk Officer

SMF5 —Head of Internal Audit

SMF7 - Group Entity Senior Manager

CF10-Compliance Oversight

SMF16 — Compliance Oversight

SMF24 — Chief Operations

12 Firms should note that the CF30 — Customer Function will no longer be approved under the SM&CR and is therefore not available for
conversion mapping. CF30s at Appointed Representatives will be unaffected by these proposed changes, as they remain subject to

the APR.
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Current controlled function Possible corresponding Senior

Management Function(s)

CF10a-—CASS Operational Oversight Function®* | SMF18 — Other Overall Responsibility

CF11 -Money Laundering Reporting SMF17 —Money Laundering Reporting
Officer (MLRO) Officer (MLRO)

CF28 - Systems and Controls Function SMF2 - Chief Finance Officer

SMF4 — Chief Risk Officer

SMF5 —Head of Internal Audit

CF29 - Significant Management Function SMF18 —Other Overall Responsibility

SMF24 — Chief Operations

Dealing with functions that ‘roll up’ under the Approved Persons Regime

Under the APR, an individual holding a governing function (CFs 1-6) can perform the CF28
—Systems and Controls or the CF29 — Significant Management functions, without needing
further FCA approval. This means that an individual may be performing more than one of
those functionsin Table 6 above, but only be approved for the governing function.

Where an individual holds a governing function and performs one or more of the
functions mapping from that governing function, the firm should select all of those
relevant convertible functions in Form K.

Where this scenario occurs, firms must ensure that the correct Senior Management
Functions are selected, or the individual will not have the correct approvals
at Commencement.

Qé6: Do you have any comments on our proposed mapping of
functions for Enhanced firms?

Enhanced Firms — Executive Chairs

This section applies to Enhanced firms with Executive Chairs only.

Some firms have Executive Chairs and these people hold an executive controlled
function, usually as a CF1 —Director.

Under the SM&CR, being an Executive Chair will involve holding an additional controlled
function. We propose that these firms add this person to their Form K for the executive
function (eg CF1 — Director to SMF3 — Executive Director) and submit an SM&CR

Form A to apply for the additional SMF9 — Chair function.

What to do if your current controlled function is not listed

Conversion only applies for the controlled functions and corresponding Senior
Management Functions listed above. For all other current controlled functions,
regulatory approval will not be needed and existing approvals will lapse when the new
regime begins.

13 If an Enhanced firm elects not to convert an individual performing a CF10a (CASS Oversight) function to SMF18 (Other Overall
Responsibility) function, then this individual should be certified under the Certification Regime. The CASS prescribed responsibility
should then be allocated to the Senior Manager to whom to the individual reports.
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Example: Conversion for an Enhanced firm
Anindividual at an Enhanced firm currently approved as a CF1 — Director will be eligible to be

converted on Commencement into the Chief Finance Officer function (SMF2), as long as Form Kand
accompanying documentation is submitted on time.

Failure to submit a conversion notification

If an Enhanced firm doesn't submit a conversion notification (Form K), it will be in
breach of regulatory requirements. APR approvals will lapse and they will not have

any SMR approvals. This means that they will have no-one approved by us and will
consequently be in breach of our rules. We will consider what further regulatory

action needs to be taken if the firm is unable to rectify the breach, including possible
enforcement action. This is consistent with our approach to the implementation of the
Banking Regime.

Firms in this situation would have to re-apply for approval of individuals through the
full SM&CR application process, including mandatory criminal records checks and
regulatory references.

Q7: Do you have any comments on our approach to
conversion for Enhanced firms?

New and in-flight applications (including transfers of existing approved individuals)

This section explains how we propose to deal with the various scenarios that may arise with
applications submitted near to Commencement.

Firms may wish to refer to the summary diagram in Figure 5 and the summary table at the end of
this chapter.

The Approved Persons Regime will continue to apply in full up until Commencement
and we will therefore still deal with applications for the Approved Persons Regime right
up until Commencement. We set out our approach for new and in-flight applications
below. Figure 5 shows different scenarios that Enhanced firms may encounter,
depending on how their business model fits to the new regime.

Summary
Where Enhanced firms wish to change their approved individuals, the following principles apply:

e the existing processes for individual applications continue to apply as usual, until the start of the
new regime. Individuals approved under APR should be included on the firm's Form K if they are to
be converted

e the SM&CR application forms will be available for submission before Commencement, but these
approvals will only be effective from the start of the new regime

e an APR application submitted, but not determined before the start of the new regime, will be
converted to an application for the relevant Senior Management Function at Commencement, as
long asitisincluded on the firm's Form K

If you do not intend to apply for any new individual approvals or make any changes to existing

ones, then you can read ahead to paragraph 5.30.
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Figure 5: Enhanced firms: what you need to submit

The diagram provides a non-exhaustive summary of the most common scenarios
explained in this section.

Does your firm meet one of
the six thresholds outlined on f—3, No You are not an enhanced SM&CR

p.440of CP17/25? firm —refer to Figure 3.

Yes

Are all of the Individuals wishing
to perform senior management a When would the individual(s)
functions already approved in No take up the role?
appropriate mappable functions?
Yes
Do you wish to Before After
convert all existing mappable Commencement Commencement
approved persons to mapped under APR (SM&CR)
SMFs?
A4
' No ' Yes
A\ 4 A\ 4
Submit Form K but
exclude individuals Submit FormK, a .
not to be mapped, a Responsibilities Map and an?:ll‘;zgl‘:dz?:dﬁ\(;izma?(s) Submit SM&CR
Responsibilities Map and Individual Statements of onFormK/SoR/ Form A and SoR
Individual Statements of Responsibilities Responsibilities Map?
Responsibilities (SoR) P P
(SoR)

This decision tree should be used with the CF to SMF mapping table above. It shows firms which forms are required. We willinclude a cut-off date for
notifications to be received in our SM&CR Policy Statement.

Executive Chairs are not covered in this diagram. Please refer to paragraphs 5.9 and 5.10 for what you need to do here.

"If anindividual is giving up an existing controlled function under the APR in order to take up a new APR function, a firm may use Form E to apply for this transfer. Read 5.18 to 5.20 for the
scenarios in which this may be appropriate.

Approval for a new function to be effective after Commencement

5.15 Where a firm wants someone to perform a Senior Management Function after
Commencement (but not before) and they do not hold a mapped APR function,
they will need to submit the new SM&CR Form A.

5.16 However, firms should note that applications submitted to take effect on or after
Commencement (using the SM&CR versions of the forms) come under the majority
of the SM&CR application requirements, even if submitted before the start of the
new regime. This includes criminal records checks but will not include regulatory
references, as the rules requiring firms to provide these will only come into force
at Commencement.

Seeking approval for a new function to be effective before Commencement

5.17 If a firm applies for an individual to take up a function under APR, before
Commencement, and this function is intended to be converted to a new Senior
Management Function, this needs to be submitted using the APR version of Form
A and the individual should be included in the firm's Form K. If not approved ahead of
Commencement, the application for approval will be converted to an application for
the mapped Senior Management Function upon Commencement.

Moving an existing approved individual into a Senior Management Function that
does not map from their APR function

5.18 Where anindividual is proposed to give up an existing function that cannot be mapped
appropriately according to Table 6 above and take up a new mapped function before
the start of the new regime, firms must submit a transfer application using APR Form
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E and add the individual to their Form K. We will reject applications to map an individual
to a non-mapped Senior Management Function using Form K alone.

If the individual will continue to hold their existing APR function until Commencement
and also take up the new mapped function prior to Commencement, then Form A
should be used instead of Form E (read 5.17).

Form E submissions will be processed as follows:

o we willendeavour to determine these applications before the new regime starts.
Form E applications submitted alongside Form K before the cut-off date should be
submitted using the existing APR version of the form.

o ifaForm E application is submitted but is not approved by Commencement, the
application will be converted into an application for the new SMF at the start of the
new regime.

Moving a lapsing approved individual into a Senior Management Function role that
starts after Commencement

Where an approved individual holding a function that lapses at Commencement

will perform a Senior Management Function after Commencement, the firm has

two options:

e Iftheindividual will perform the existing function until Commencement and
a new function after Commencement, the firm should apply for the new role
using the SM&CR Form A and submit a SoR. The existing function will lapse at
Commencement and the new function become effective upon approval of the new
FormA.

e If theindividual will perform the existing function until Commencement and also take
up a new mappable function before Commencement, the firm should use the APR
Form A and include the individual on the submitted Form K.

The next section sets out the proposed approach to applications which have not been
approved by Commencement.

In-flight applications at Commencement

We will keep getting applications for new approvals under the current rules right up until
Commencement ('new applications').

We won't have made a decision on all applications when the new rules commence, so there willbe a
number of 'in-flight" applications, ie those that we have received before Commencement, but on which
we have not yet made a decision by the start of the new regime.

We don't plan to apply the new criminal records checks and regulatory references
requirements for in-flight applications —where the old APR forms are used, the APR
rules apply.

Firms might not know if we will have determined applications before the new regime
starts, which means not knowing if the application will be subject to conversion. A firm
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that has applied under the APR for a convertible function should include details of that
application and intended conversioninits Form K.

If the applicationis not approved before the start of the new regime, we propose to
convert the application, where possible, into an application for the corresponding
Senior Management Function in accordance with the firm's Form K. In this scenario,
there is no need for the firm to make a new application for the relevant Senior
Management Function.

For example, if a firm applies for approval for someone to perform the CF1 — Director
function, that application would be converted to an application for the SMF3 —
Executive Director function if the application is not approved before the start of the
new regime (as long as the application has been included in the firm's Form K).

Q8: Do you agree with our approach to new and in-flight
applications by Enhanced firms?

Interim applications for roles which will not be approved under the

proposed SM&CR

In CP17/25, under the SM&CR, we said that we plan to only approve Senior Managers.
This means that a number of roles that are currently approved under APR will fall

into the Certification Regime when the new regime starts (and will not require FCA
approval). These are the CF10a — CASS Oversight Function, CF28 — Systems & Controls
Function, CF29 - Significant Management Function and CF30 — Customer Function.
This is the same approach that we took for banking firms.

The Approved Persons Regime will apply until the new regime starts and we know we'll
get applications for these controlled functions until this date.

Firms may wish to plan their recruitment activities during the period between the
publication of final rules and Commencement accordingly. Any application for

approval of a role that will not require approval under the SM&CR not approved prior to
Commencement will automatically lapse at the Commencement date. Firms should be
clear though that if people are actively performing controlled functions, then approval
is required, regardless of how close we are to Commencement.

Summary table — which forms to submit

The table below summarises the forms required in different scenarios, and will help
Enhanced firms to work out which forms (if any) they need. It should not, however, be
considered exhaustive.
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Table 7: Enhanced Firms — Applicable forms in various scenarios

Scenario

Action

Summary: Enhanced firms will need to submit a conversion notification (Form K), Statements of
Responsibilities (SoR) for their proposed Senior Managers, and a Responsibilities Map. Other forms may
be needed if they make additional applications. Possible scenarios are outlined below.

Convert approved individuals to mapped Senior
Management Functions.

Form K—Conversion Notification

Statements of Responsibilities

Include the individual on the firm's
Responsibilities Map

Anapproved individual in a mapped function
is not to be converted to the corresponding
Senior Management Function (eg where they
have resigned)

Do notinclude the individual on Form K —
Conversion Notification or Responsibilities Map

No SoR required

If the individual leaves the role before the start
of the new regime, then an APR Form C should
be submitted

An approved individual is going to give up an
existing controlled function that will lapse at

the start of the new regime and take up a new
convertible controlled function, with the intention
that they will be converted to arelevant Senior
Management Function.

For example, anindividual moving from the CF29
—Significant Management Function to the CF1
—Director function in order to hold the SMF3 —
Executive Director function under the new regime.

Submit the existing APR Form E

Include the individual on Form K

Submit a Statement of Responsibilities

Include the individual on the firm's
Responsibilities Map

An approved individual is going to give up an
existing controlled function that will lapse at the
start of the new regime and take up a new Senior
Management Function after Commencement.*

Submit the new SM&CR Form A

Submit a Statement of Responsibilities

Include the individual onthe firm's
Responsibilities Map

Seeking approval for a new individual with
immediate effect, with the intention that they will
be converted to a relevant Senior Management
Function after Commencement.

Submit the existing APR Form A

Include the individual on Form K

Submit a Statement of Responsibilities

Include the individual on the firm's
Responsibilities Map

Seeking approval for a new individual with effect
after Commencement.

Submit the SM&CR Form A

Submit a Statement of Responsibilities

Include the individual on the firm's
Responsibilities Map

An existing Executive Chair is currently approved to
perform the CF1 - Director function and wishes to
continue as Executive Chair under the new regime.

Submit the SM&CR Form A

Include the individual on Form K for their existing
function only, ie not for the SMF9 — Chair function

Submit a Statement of Responsibilities

Include the individual on the firm's
Responsibilities Map
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Scenario Action

Applying for a new individual to become Executive | Submit the SM&CR Form A for the executive
Chair at the start of the new regime. SMF function and SMF9 — Chair functions being
applied for

—

Submit a Statement of Responsibilities

Include the individual on the firm's

Responsibilities Map

5.31 Firms should submit a revised Form K where they wish to make changes to the
conversions proposed in their initial Form K. This may happen, for example, where the
firm hires a new approved individual in a convertible role before the new regime starts
or where a firm has submitted a Form C to cancel an individual's approval since the
submission of the firm's first Form K.

Applicant Firms

5.32 Some firms will apply for authorisation before the new regime starts, butitis likely they
will only need to submit Form A (application for approval) for their relevant staff.

5.33 If the firm is to be an Enhanced firm and if the application is submitted prior to
Commencement, it should also submit a Form Kin line with the requirements for
authorised Enhanced firms.

Q9: Do you agree with our approach to Enhanced
applicant firms?

14 Such an individual must have an existing approval after Commencement. If the individual was not converted at Commencement,
then a new application (Form A) must be submitted.
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6 Forms

Who should read this chapter

All FCA solo-regulated firms need to read this chapter. Some of it may be of interest to Appointed
Representatives and to banking firms as it lists new and amended forms for conversion notifications
and applications under the new regime. Copies of the forms are in Appendices 1 and 3.

Introduction

This chapter sets out the new forms as well as updates to existing forms and explains
how they will be used. Please refer to figures 3 and 5 in chapters 4 and 5 to see which
forms you need to complete.

Simplification

The new and amended forms have been simplified and combined where possible to
make things easier for firms. They can be submitted via our Connect system.

A summary of the forms and their proposed use within the Senior Managers and
Certification Regime can be found in SUP 10C Annex 2G of the legal instrument that
accompanied CP17/25.

Changes to forms for Appointed Representatives
We have moved the APR application sections for Appointed Representatives into

these new versions to reduce the number of forms.

The existing APR forms will no longer be valid when the new regime starts. We will not
be able to accept them and firms will need to use the new forms instead.

New forms for solo-regulated firms

There willbe new versions of forms for solo-regulated firms, reflecting the new
statutory and regulatory requirements of the Senior Managers and Certification
Regime. These forms and the relevant significant changes are set out in the
table below.
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Table 8: List of amended/amalgamated forms for FCA solo-regulated firms

Form Name

Form A (Long) — Application to perform
controlled functions including Senior
Management Functions

Affected Firms
All

Purpose/Changes

An application for an individual

to perform a specified Senior
Management Function (or, for
Appointed Representatives only,
controlled function) at the firm(s).

Changes: consolidation of multiple
APR forms into a single SM&CR Form
A for solo-regulated firms. Addition
of anew section for ARs to reflect the
differing regimes.

Form A (Short)!® — Application to
perform controlled functions including
Senior Management Functions

All

An application for an individual

to perform a specified Senior
Management Function (or, for
Appointed Representatives only,
controlled function) at the firm(s).

Changes: consolidation of multiple
APR forms into a single SM&CR Form
A for solo-regulated firms. Addition
ofanewsection for ARs to reflect the
differing regimes.

Form D —Changes to personal
information/ application details and
conduct breaches/disciplinary action
related to conduct

All

Used to notify the FCA of Conduct
Rule breaches by Senior Managers,
disciplinary action taken against Senior
Managers and changes to personal
information.

Changes: Changes to language to reflect
the extension of the SM&CR to solo-
regulated firms.

Form E —Internal transfer of a person
performing a controlled function for
solo-regulated firms

All

An application for anindividual to
change the approved function being
performed. See Chapter 4 for more
information.

Changes: Minor consequential text
changes (eg replacing APR with SM&CR).
Addition of a new section for ARs to
reflect the differing regimes.

Form |- Application for the
Variation of a Conditional Approval
for the performance of a Senior
Management Function

All

An application for changes to the
conditions associated with a conditional
approval to perform a Senior
Management Function.

Changes: Changes to language to reflect
the extension of the SM&CR to solo-
regulated firms.

15 A 'short' Form A can generally be used where:

a) acurrently approved individual is applying for an additional controlled function at the same firm
b) anindividual has stopped holding a controlled function at one firm and now needs approval to perform a controlled function at

another firm within six months

c) anindividual is applying to hold a controlled function and is already approved for a corresponding controlled function in the same
group of functions (ie governing and/or required functions).
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Purpose/Changes
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Form J—Notification of Significant All A notification submitted to inform
Changes in Responsibilities of a Senior the FCA of significant changes to
Management Function Manager a Senjor Manager's Statement of
Responsibilities.
Changes: Changes to language to reflect
the extension of the SM&CR to solo-
regulated firms.
Form K—Conversion Notification Form | Enhanced, An application to convert the firm's
—FCA solo-regulated firms Coreonan approved individuals from the Approved

exceptions basis!®

Persons regime to new functions under
the SM&CR. This can also be used to
submit updates to a previous Form K.

Changes: A new version of Form K to
facilitate the transfer of individuals from
the APR to the SM&CR.

REPOO8 —Notification of Conduct Rule
Breaches and Disciplinary Action

All

Used to notify the FCA of Conduct Rule
breaches by Certification and Conduct
Rules Staff (but not SMFs), or to submit
anilreturn. See 6.12 for more details.

Changes: Changes to language and
explanatory text. Addition of a question
asking which Significant Harm Function
is held where a breach by a certified staff
member is being reported. Addition of

a field requesting information on the
Conduct Rule that was breached.

Statement of Responsibilities for
solo-regulated SMCR firms

All

A firm must use this template to create
a Senjor Manager's Statement of
Responsibilities. At approval it should be
attachedtoaFormA, FormE or FormK
submission.

A firm must also use this template when
preparing an updated SoR and it should
be attached toa Form | (application for
the variation of a conditional approval)
or Form J (notification of a significant
change to a SoR) application.

Changes: Changes to language to reflect
the extension of the SM&CR to solo-
regulated firms.

We have also made minor changes to forms B and C', which are effective from the
start of the extended SM&CR for insurers. This means that they will be in force before
the start of the new regime and can be used while the APR is still in force.

16 Please refer to Chapters 4 and 5 for more information on Form K and Statements of Responsibilities. Enhanced firms will be required
to submit a Form K setting out the allocation of Senior Management Functions proposed at Commencement. A Core firm may need
to submit a Form K where they wish to allocate a CF2 —Non-Executive Director to the SMF9 — Chair role.

17 Form B is used to notify the FCA of the intention to withdraw an application for an individual to perform a controlled function, while
Form Cis used to notify the FCA that an individual has ceased to perform a controlled function.
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Q10: Do you have any comments on our proposed changes
to forms?

Amendments to Fitness and Propriety Questions

The FCA and PRA have worked together to revise the Fitness and Propriety questions
that are repeated in several solo and dual-regulated forms.

These amendments include changes to the Civil Proceedings, Regulatory Matters
and Business and Employment Matters sections. This willimprove clarity and reduce
the range of guestions to strike the correct balance between the information the
FCA needs and proportionate requirements for firms. There is a summary of the
changes below.

Table 9: List of proposed amendments to Fitness and Propriety questions

Form Section Specific Explanation of Change
Reference
Civil Proceedings 5.02.3(c) This question asks whether the candidate

is aware of any potential or current
proceedings that may lead to a County
Court Judgment (CCJ) or judgment debt
against them. We propose to delete (c) and
the reference to claims over £1000.

Civil Proceedings 5.02.8 We plan to add text to include whether the
candidate has ever been found by a judge
or tribunal to have lied under oath and/or
that their evidence was to be disbelieved.

Civil Proceedings 5.02.10 We propose to add a 10 year time limit to

the periodin which anindividual has to

declareif a firmin which the individual has

held a position of influence has been:

e adjudged by a court to be civilly liable for
any fraud, malfeasance, wrongful trading
or other misconduct

e the subject of ajudgement debt or award
against the firm

e party to any other civil proceedings which
resultedin an order against the firm other
than above.

Business and Employment Matters 5.03.4 We propose to add a new question
asking whether the candidate has ever
participated in arbitration proceedings.

Q11: Do you have any feedback on our proposed amendments
to the Fitness & Propriety questions?
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Changes to '‘Application for Authorisation’ and Variation of
Permission Forms

We have updated all of the 'Application for Authorisation’ and Variation of
Permission forms.

These changes include the removal of some obsolete sections previously used for
the calculation of regulatory fees, eg reference to the number of CF30s at a firm.
These technical changes do not affect how we calculate fees or levies and are
purely administrative.

REP008- Notification of Conduct Rule Breaches

In CP17/25, we proposed the application of Conduct Rules breach notification and
reporting requirements to firms in scope of the extended SM&CR. The rules and
guidance associated with these proposals are in SUP 15.11 of the legal instrument for
that consultation paper.

REPOOS8 (submitted using GABRIEL) is currently used by most firms subject to the
Banking Regime to notify the FCA and PRA where they have taken disciplinary action
because of a breach of the Conduct Rules by certified staff and other Conduct
Rules staff, but not SMFs. This must be submitted annually in October, for the

year 1 September to 31 August.

We plan to extend the use of this form to all solo-regulated firms and are proposing
consequential changes to reflect this extension.

REPOO08 is submitted on GABRIEL and is used to notify breaches of the Conduct Rules and disciplinary
action taken against certified staff and Conduct Rules staff.

Conduct Rules breaches and disciplinary action relating to SMF holders should not be
reported via this form. Form D (Changes to personal information/ application details
and conduct breaches/disciplinary action related to conduct) should be used instead.
Where a Conduct Rules breach results in dismissal, the firm may use Form C and will
not need to submit Form D as well.

Application of REPO08 and the Late Returns Fee

We also want firms to confirm that their staff have not breached any Conduct Rules.
The submission of a confirmation (in the form of a nil return) will be made as easy as
possible on GABRIEL and provides certainty about whether a firm has any breaches to
report. We can then assess how effective the regime is and spot trends in misconduct
across the industry.

The FCAincurs costs when firms do not submit REPO0S8. These are associated with
chasing submission of this information. Because of this, we propose to apply the Late
Returns Fee (SUP 16.3.14R of our Handbook) when this formis late or not submitted.
This aligns the return with the remainder of our regulatory reporting requirements, to
which this rule already applies.
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6.18 Both of these changes will also apply to firms subject to the Banking Regime but will

not apply to Credit Unions, which can submit Conduct Rules Breaches using Form H.

Q12: Do you have any comments on our proposal to extend the
use of REP0O08 to all SM&CR firms?

Q13: Do you have any comments on our proposal to require
a nil return to be submitted where no Conduct Rules
breaches have occurred, and to apply the late returns fee
to late or non-submitters of REP008?
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7 Consequentials

Who should read this chapter

This chapter sets out conseqguential amendments to the FCA Handbook. Itis relevant to all FCA
solo-regulated firms and Appointed Representatives but does not require any additional action
by firms.

Introduction

The FCA has considered additional amendments to existing rules and guidance
because of the Bank of England and Financial Services Act 2016 and the proposals set
outin CP17/25.

These are minor and technical amendments, but they clarify the application of certain
rules and guidance to firms, and ensure that rules and guidance for non-relevant firms

are also appropriately amended.

Consequential changes to forms are set out in the previous chapter.

Summary of consequential amendments

Maintaining SUP 10A and APER for Appointed Representatives

The Bank of England and Financial Services Act 2016 does not give us the power to
extend the SM&CR to ARs. Because of this, our consequential amendments reflect the
retention of SUP 10A and elements of APER.

The relevant Governing Functions and Customer Function (CF30) will be retained for
Appointed Representatives. For all other firms, APER will no longer apply and will be
replaced by the requirements in COCON and SUP 10C.

When designing the new forms for the SM&CR, we combined the Appointed
Representatives application forms with the new SM&CR versions of the forms.
The existing APR versions of the forms will be invalid when the new regime starts.

We have also added, in SUP 10C Annex 1, some extra text to clarify the status of
limited permission consumer credit firms that are also ARs.

Principal firms remain responsible for the oversight and conduct of their Appointed
Representatives and come under the SM&CR.
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Limited Permission Consumer Credit firms that are also ARs

Limited permission consumer credit firms that are also ARs for other business are authorised firms
and therefore subject to the SM&CR. These firms have a particular status — they are authorised and
exempt at the same time. What this means is that these firms will be part of the Limited Scope regime
but their employees who are also approved as extra governing functions due to their AR business will
also be converted to the relevant SMF. This avoids the firm being subject to both the SM&CR and APR.

Amendments to the Glossary
We have proposed a number of amendments to the Glossary:

updates to Handbook references
» clarifying existing definitions

« adjustments the titles of some Senior Management Functions (refer to 7.11 for
some examples)

» deletions definitions which are no longer needed

The extension of the SM&CR to solo-regulated firms

We have proposed amendments to SUP 10C that reflect the extension of the
SM&CR to FCA solo-regulated firms. These include replacing references to relevant
authorised persons’ with 'SMCR firm'".

Gender-neutral language

With the PRA, we plan to introduce gender-neutral language to the titles of the SM&CR
functions. This will affect roles that include the word 'Chairman’, which we propose to
amend to 'Chair’. Specifically, the relevant roles are:

e SMF9 —Chair of the Governing Body

e SMF10 - Chair of the Risk Committee

e« SMF11-Chair of the Audit Committee

e SMF12—Chair of the Remuneration Committee

e SMF13—Chair of the Nominations Committee

Amendments to the Enforcement Guide (EG) and Decision Procedure and Penalties
Manual (DEPP)

The legal instrument that goes with this consultation paper contains changes to the

Enforcement Guide (EG) and the Decision Procedure and Penalties Manual (DEPP).
These changes largely reflect amendments to the Glossary.
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Extra guidance on SMF24 - Chief Operations function

We have proposed extra guidance for SUP 10C to clarify our expectations of the areas
of responsibility that we would expect to be relevant to the SMF24 — Chief Operations
function. This guidance more closely aligns the role with the current SMF24 for banks
and insurers, and includes responsibility for areas such as:

e Business continuity

o Cybersecurity

o Information technology

e Internal operations

o Operational continuity, resilience and strategy

» Outsourcing, procurement and vendor management

e Shared services

We have also included these areas in the table in Annex 1in SYSC 25 of the legal
instrument, which gives examples of the business activities and functions that a firm
can use to help it prepare its Management Responsibilities Map. It can also be used to
help a firm to allocate responsibilities under the overall responsibility rules in chapter 26

of SYSC.

Q14: Do you have any comments on our proposed
consequential amendments?

Notes for reading the Legal Instrument

Readers will find three documents in these appendices:

o Afirst draft instrument that sets out the rules and Handbook forms for conversion,
transitional provisions, consequential amendments to the Handbook and
amendments to the text consulted onin CP17/25 in July. The dates should be
considered placeholders until we confirm them in our Policy Statement next year

» Aseconddraftinstrument, that shows how the July draft instrument will be adjusted
to provide for the staggered Commencement dates being proposed in this CP.
Where we propose a permanent amendment to the July instrument, we have only
included this in the first draft instrument referred to above

o A schedule of other forms which are being amended as a result of the
extended SM&CR
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Changes to the text of the legal instrument in CP17/25

We have made a small number of additional permanent changes to the legal
instrument that accompanied CP17/25. These are set out in the first draft instrument
accompanying this CP and include:

e amendments dealing with consumer credit firms with a limited permission
(read paragraph 7.7)

» clarification of which Senior Management Functions apply to Limited Scope firms.

~—



—

8.1

8.2

8.3

8.4

Financial Conduct Authority CP17/40
Transitioning FCA firms and individuals to the Senior Managers & Certification Regime Chapter 8

8 Changes affecting Banking Firms

Who should read this chapter

This chapter affects Banks, Building Societies, Credit Unions and PRA-designated Investment Firms
(‘banking firms'). Changes for Insurers are in CP17/41.

New Prescribed Responsibility for Conduct Rules

This section sets out how, and when, we willimplement the new Prescribed
Responsibility for training staff in the Conduct Rules, as explained in chapters 4 and 10
of CP17/25.

The new Prescribed Responsibility means firms have to allocate responsibility to
a Senior Manager, who must ensure that the firm meets its obligations under the
Conduct Rules. More specifically, these include the requirement to ensure that
relevant staff are trained on the Conduct Rules. Staff must understand how the
Conduct Rules apply to their role, and the Senior Manager must ensure that the
notification and reporting requirements are met.

Implementation for banking firms

This Prescribed Responsibility applies to all firms under the proposed extension of
the SM&CR. We also propose to implement this new requirement for banking firms
before the Commencement of the extended SM&CR. This is because the change is
incremental —the wider regime, including the Conduct Rules requirements, is already
in place for these firms. The relevant legal text dealing with the implementation of this
Prescribed Responsibility can be found in the second draft instrument accompanying
this CP (read paragraph 7.16).

The allocation of the additional Prescribed Responsibility will require the amendment
of existing Statements of Responsibilities. We plan to achieve this using Form J —
‘Significant changes to an approved person'’s responsibilities’, through the existing
channels. Firms should also update their Responsibilities Maps.

The new Prescribed Responsibility requires firms to allocate responsibility for ‘performance by the firm
of its obligations in respect of notifications and training of the Conduct Rules.

Q15: Do you agree with our proposal to implement the new
Conduct Rules prescribed responsibility for firms subject
to the Banking Regime ahead of the Commencement of
the extended SM&CR?
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Application of the Late Returns Fee for REPO08

If firms do not submit REPOOS8, we incur costs associated with chasing submission
of this information. For this reason we propose to apply the Late Returns Fee

(SUP 16.3.14R of our Handbook) to all firms where this formis submitted late or not
submitted. This aligns the return with the remainder of our regulatory reporting

requirements, to which this rule already applies. This fee will not apply to Credit Unions.

Q1e: Do you have any comments on our proposal to apply the
late returns fee to late or non-submitters of REP008?
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Questions in this paper

Q1:

Q2:

Q3:

Q4:

Q5:

Qeé6:

Q7:

Qs8:

Qo:

Q10:

Q11:

Q1l2:

Q13:

Q14:

Do you have any comments on our proposed
transitional arrangements?

Do you have any comments on our proposed mapping of
functions for Core and Limited Scope firms?

Do you have any comments on our approach to
conversion for Core and Limited Scope firms?

Do you agree with our approach to new and in-flight
applications by Core and Limited Scope firms?

Do you agree with our approach to Core and Limited
Scope applicant firms?

Do you have any comments on our proposed mapping of
functions for Enhanced firms?

Do you have any comments on our approach to
conversion for Enhanced firms?

Do you agree with our approach to new and in-flight
applications by Enhanced firms?

Do you agree with our approach to Enhanced
applicant firms?

Do you have any comments on our proposed changes
to forms?

Do you have any feedback on our proposed amendments
to the Fitness & Propriety questions?

Do you have any comments on our proposal to extend
the use of REP008 to all SM&CR firms?

Do you have any comments on our proposal to require

a nil return to be submitted where no Conduct Rules
breaches have occurred, and to apply the late returns fee
to late or non-submitters of REPO08?

Do you have any comments on our proposed
consequentialamendments?
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Do you agree with our proposal to implement the new
Conduct Rules prescribed responsibility for firms subject
to the Banking Regime ahead of the Commencement of
the extended SM&CR?

Do you have any comments on our proposal to apply the
late returns fee to late or non-submitters of REP008?
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Annex 2
Cost benefit analysis

Introduction

FSMA, as amended by the Financial Services Act 2012, requires us to publish a cost
benefit analysis (CBA) of our proposed rules. Specifically, section 138l requires us to
publish a CBA of proposed rules. This is defined as 'an analysis of the costs, together
with an analysis of the benefits that will arise if the proposed rules are made".

The changes to rules and guidance that we have proposed in this paper cover how
we will transition people from the Approved Persons Regime to the proposed Senior

Managers & Certification Regime set outin CP17/25.

In CP17/25, we proposed a proportionate three-tier regime, categorising firms as
Limited Scope, Core or Enhanced. See Chapter 4 for more on categorisation.

Assessment

Limited Scope and Core firms

We think our proposed approach to moving Limited Scope and Core firms from APR to
the SM&CR incurs costs of minimal significance. This is because firms will not have to
contact the FCA directly to convertindividuals. If exceptions are involved, this might be
different -see chapters 4 and 5.

If firms do need to submit conversion documentation, we do not believe that the
associated costs over and above those incurred for the main proposals are likely to
be material.

Enhanced firms

Any costs incurred by Enhanced firms will be for completing and submitting the
documents required under our proposals in CP17/25. These were explainedin

the CBA'® that accompanied that CP. Additional costs over and above those
previously assessed (captured in the one-off costs in the CBA) are also likely to be of
minimal significance.

Conclusion

For the reasons above, we consider that the costs incurred inimplementing these
proposals do not affect the estimates of costs and benefits in the CBA publishedin
July and we do not therefore need to adjust that CBA.

18 www.fca.org.uk/publication/research/cba-extension-senior-managers-certification-regime.pdf
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Annex 3
Compatibility statement

Compliance with legal requirements

This Annex records the FCA's compliance with the legal requirements for the proposals
in this consultation, including an explanation of why we think that our proposalsin

this consultation are compatible with requirements under the Financial Services and
Markets Act 2000 (FSMA).

When consulting on new rules, we are required by section 138I(2)(d) FSMA to include an
explanation of why we believe the rules are (a) compatible with our general duty, under
s. 1B(1) FSMA, so far as reasonably possible, to act in a way which is compatible with
our strategic objective and advances one or more of our operational objectives, and

(b) our general duty under s. 1B(5)(a) FSMA to have regard to the regulatory principles in
s. 3BFSMA. We are also required by s. 138K(2) FSMA to give our opinion on whether the
proposed rules will have a significantly different impact on mutual societies, compared
with other authorised persons.

This Annex also sets out the FCA's view of how the proposed rules are compatible with
the duty on the FCA to discharge its general functions (which include rule-making) in

a way which promotes effective competition in the interests of consumers (s. 1B(4)).
This duty applies in so far as promoting competition is compatible with advancing the
FCA's consumer protection and/or integrity objectives.

See section 2.18 for an assessment of the equality and diversion implications of
these proposals.

We have considered the recommendations made by the Treasury under s. 1JJA FSMA
about aspects of the economic policy of Her Majesty's Government to which we
should have regard in connection with our general duties, and this Annex explains how
we have done this.

The FCA, under the Legislative and Regulatory Reform Act 2006 (LRRA) is required

to consider a number of high-level 'Principles’ when exercising some of our regulatory
functions and to have regard to a 'Regulators’ Code' when determining general policies
and principles and giving general guidance (but not when exercising other legislative
functions like making rules). This Annex sets out how we have complied with the
regulatory requirements under the LRRA.

The FCA's objectives and regulatory principles: Compatibility statement

The proposals in this consultation support the move to the Senior Managers
& Certification Regime and will advance our operational objective of securing an
appropriate degree of protection for consumers and ensuring market integrity.
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They are also relevant to our operational objective of ensuring that markets function
well. They will help clarify the lines of responsibility at the top of firms and help
regulators hold people in such firms to account. This will, over time, reduce harm and
instil a culture of personal accountability across financial services.

When preparing the proposals, the FCA has considered the regulatory principles set
outins. 3B FSMA.

The need to use our resources in the most efficient and economic way

Our proposals are designed to be as proportionate as possible and most firms will need
to take no actionin order to be transitioned to the SM&CR. This means that our active
engagement will be focused on a smaller number of firms, ensuring that we use our
resources in the most efficient way possible.

The principle that a burden or restriction should be proportionate to the benefits
Our proposals seek to transition firms and individuals to the new regime as efficiently
as possible. The automatic conversion of the majority of individuals at Core and
Limited Scope firms keeps the burden on firms to a minimum. We therefore believe
that the proposals in this Consultation Paper are proportionate to the benefits.

The desirability of sustainable growth in the UK economy in the medium or

long term

These proposals support the proposals made in CP17/25, which are intended to have
a positive impact on firms' behaviour and culture, creating greater sustainability of any
market growth.

The general principle that consumers should take responsibility for their decisions
The proposals concern the practicalities of moving to the extended regime proposed
in CPs 17/25. Consumers do not have any influence over this.

The responsibilities of senior management

One of the main objectives of the proposals in CP17/25 was to make sure that
Senior Managers understand their responsibilities and can be held to account
for the performance of those responsibilities. These proposals provide for the
transition to the new regime and therefore support the move to increased senior
management responsibility.

The desirability of recognising differences in the nature and objectives of business
carried out by different persons, including mutual societies and other kinds of
business organisations

We believe our proposals do not undermine this principle and in applying them
proportionally we believe that we have recognised the variety of firms affected.

In considering applying the SM&CR to all firms, we have looked at the impact on smaller
firms and those with limited permissions. Because of this we propose to automatically
convert most approved individuals at Core and Limited Scope firms. The rules apply
equally to mutual societies.

The desirability of publishing information relating to persons subject to
requirements imposed under FSMA, or requiring them to publish information
We will monitor compliance with the rules. We can do this from the information
that firms give us (e.g. under existing requirements in SUP 15, Principle 11 or the
new obligation to inform the regulators about disciplinary action arising out of
breaches) or by a supervisory visit (e.g. the operation of the Certification Regime).
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We do not plan to change our current policy of not publishing this information, but
will consider each firm's circumstances on a case by case basis, or as part of any
enforcement investigation.

The principle that we should exercise our functions as transparently as possible
During the pre-consultation stage, we spoke to stakeholders about our proposals and
we will carry on speaking to them to get industry and consumer feedback during the
consultation process.

Duty to have regard to the importance of taking action intended to minimise the
extent to which business may be used for financial crime

Itis very important to minimise the extent to which it is possible for a business
carried on (i) by an authorised person or a recognised investment exchange; or (ii) in
contravention of the general prohibition, to be used for a purpose connected with
financial crime (as required by s. 1B(5)(b) FSMA). Our proposals address the risk of
financial crime through transitioning the existing CF 11-MLRO function to the new
SMF17-MLRO.

Expected effect on mutual societies

We do not think that our proposals will affect mutual societies more than other firms.

Compatibility with the duty to promote effective competition in the
interests of consumers

The proposals in this CP do not directly impact on competition in the interests
of consumers.

Equality and diversity

We are required under the Equality Act 2010 to 'have due regard’ to the need to
eliminate discrimination and to promote equality of opportunity in carrying out our
policies, services and functions. We conduct an equality impact assessment to
consider the equality and diversity implications of any new policy proposals.

The outcome of the assessment in this case is stated in paragraphs 2.17 to 2.19 of the
Consultation Paper.

Legislative and Regulatory Reform Act 2006 (LRRA)

We have considered the principles in the LRRA for the proposals that consist of general
policies, principles or guidance and think that they will help firms understand and meet
the regulatory requirements associated with the SM&CR more easily, leading to better
outcomes for consumers and market integrity. We also believe the proposals are
proportionate and take account of the variety of firms covered.
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We have had considered the Regulators' Code for the parts of the proposals that
consist of general policies, principles or guidance and believe that the proposals are
proportionate and give effect to the proposals set out in CP17/25 without creating an
unnecessary burden on firms or adversely affecting competition.

Treasury recommendations about economic policy

These are the most relevant Treasury recommendations to our proposals:

» the government's economic policy — "continuing to strengthen the financial system,
improving the regulatory framework to reduce risks to the taxpayer and building
resilience, so that it can provide finance and financial services to the real economy
and realise better outcomes for consumers, supporting sustainable economic
growth and encouraging productive investment.”

e aspects of the government's economic policy that relate to Growth, Better outcome
for consumers and Competition.

One of our main aims is to make sure that Senior Managers are clear about

their responsibilities and are held accountable for their performance of these
responsibilities. There are also specific conduct standards that will apply to Senior
Managers and financial services staff. Our proposals aim to raise conduct standards
and improve culture, with a positive impact on the financial system overall.

We believe that our proposals do not undermine the Treasury's Competition
recommendations. We have looked at the risk of weakening competitive pressure,
putting smaller firms and potential new entrants at a disadvantage and specifically
tailored our proposals to reflect how business models differ between firms.
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Abbreviations in this document

AIF Alternative Investment Fund
Statements of Principle and Code of Practice for Approved Persons
APER
(Handbook)
APR Approved Persons Regime
AR Appointed Representative

Banking firms

Banks, Building Societies, Credit Unions and PRA-Designated
Investment Firms

CBA Cost Benefit Analysis

COCON Conduct Rules (Handbook)

(ol Consultation Paper

DEPP Decision Procedure and Penalties Manual (Handbook)
EEA European Economic Area

EG Enforcement Guide (Handbook)

EU European Union

FCA Financial Conduct Authority

FIT The Fit and Proper Test for Approved Persons (Handbook)
FSMA Financial Services and Markets Act 2000

MLRO Money Laundering Reporting Officer

NED Non-Executive Director

PCBS Parliamentary Commission on Banking Standards
PRA Prudential Regulation Authority

SM&CR Senior Managers and Certification Regime

SMF Senior Management Function
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SMR Senior Managers Regime
SoR Statement of Responsibilities
SUP Supervision Manual (Handbook)

Disclaimer

We have developed the policy in this Consultation Paperin the context of the existing UK and EU
regulatory framework. The Government has made clear that it will continue to implement and apply
EU law until the UK has left the EU. We will keep the proposals under review to assess whether any
amendments may be required in the event of changes in the UK regulatory framework in the future.

We make all responses to formal consultation available for public inspection unless the respondent
requests otherwise. We will not regard a standard confidentiality statementin an email message as a
request for non-disclosure.

Despite this, we may be asked to disclose a confidential response under the Freedom of Information
Act 2000. We may consult you if we receive such a request. Any decision we make not to disclose the
response is reviewable by the Information Commissioner and the Information Rights Tribunal.

You can download this Consultation Paper from our website: www.fca.org.uk.

All our publications are available to download from www.fca.org.uk. If you would like to receive this
paperin an alternative format, please call 020 706 0790 or email: publications_graphics@fca.org.
uk or write to: Editorial and Digital team, Financial Conduct Authority, 25 The North Colonnade,
Canary Wharf, London E14 5HS
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[Editor’s note: This draft instrument (the Main Instrument) is one of two versions of the draft
instrument included in this consultation. The other (the Restatement Instrument) shows how
we propose to change the draft instrument included in CP17/25 and 17/26 to implement the
different commencement dates described in this Consultation Paper.

The purpose of this draft instrument is to show how we propose to:

(a) amend parts of the Handbook not amended by the draft instrument included in CP17/25
and 17/26;

(b) provide transitional measures for the move from the approved persons regime to the
SMCR;

(c) amend draft Handbook text in the draft instrument included in CP17/25 and 17/26 as
adjusted in the draft Restatement Instrument included in this CP (which shows how the text
proposed in the instrument included in CP17/25 and 17/26 will be commenced); and

(d) amend the Glossary contained in the draft instrument included in CP 17/25 and 17/26 to
implement the different commencement dates proposed in this consultation paper and to
make further changes.

The following points also apply to this draft of the instrument:

(e) Cross references that change in accordance with paragraph F of the instrument are not
marked up.

(F) This instrument assumes that the Handbook amendments to be made by the draft
instruments contained in PS17/21 (Insurance Distribution Directive implementation —
Feedback to CP17/7 and near-final rules), CP17/23 (Insurance Distribution

Directive Implementation — Consultation Paper 2) and CP17/33 (Insurance Distribution
Directive Implementation — Consultation Paper 3) have been made and that the Insurance
Distribution Directive is in force.

(9) This instrument does not take account of CP17/17 (Handbook changes to reflect the
application of the EU Benchmarks Regulation) and does not deal with Handbook text
specifically dealing with benchmarks]

INDIVIDUAL ACCOUNTABILITY (No 2) INSTRUMENT 2018

Powers exercised

A. The Financial Conduct Authority makes this instrument in the exercise of the
following powers and related provisions in the Financial Services and Markets Act
2000 (“the Act”):

1) section 59 (Approval for particular arrangements);

2 section 59AB(1) (Specifying functions as controlled functions: transitional
provision);

3 section 60 (Applications for approval);

4) section 60A (Vetting candidates by authorised persons);

5) section 61 (Determination of applications);

(6) section 62A (Changes to responsibilities of senior managers);
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(7) section 63ZA (Variation of senior manager’s approval at request of authorised
person);

(8) section 63ZD (Statement of policy relating to conditional approval and
variation);

9 section 63C (Statement of policy);

(10)  section 63E (Certification of employees by authorised persons);

(11) section 63F (Issuing of certificates);

(12) section 64A (Rules of conduct);

(13) section 64C (Requirements for authorised persons to notify regulator of
disciplinary action);

(14)  section 69 (Statement of policy);

(15) section 137A (The FCA’s general rules);

(16)  section 137T (General supplementary powers);

(17) section 138D (Action for damages);

(18)  section 139A (Power of the FCA to give guidance);

(19) section 395 (The FCA’s and PRA’s procedures); and

(20)  paragraph 23 of Schedule 1ZA (Fees).

B. The rule-making powers listed above are specified for the purpose of section 138G(2)

(Rule-making instruments) of the Act.

Commencement
C. This instrument comes into force as follows:
Annex Date comes into force

Part 1 of Annex N [ 12018 [shortly after instrument is made]

Part 2 of Annex N [ 12018 [about six months before main
commencement date for insurance firms]

Part 1 of Annex C [ 1 2018 [about three months after
instrument is made]

Part Four of Annex N [ 12019 [about six months before main
commencement date for solo-regulated
firms

Part 2 of Annex B [ 12019 [main commencement date for
solo-regulated firms]

Part 3 of Annex C [ 12019 [main commencement date for
solo-regulated firms]

Part 2 of Annex D [ 12019 [main commencement date for
solo-regulated firms]

Part 2 of Annex F [ 12019 [main commencement date for
solo-regulated firms]

Part 2 of Annex G [ 12019 [main commencement date for
solo-regulated firms]

Part 2 of Annex M [ 12019 [main commencement date for
solo-regulated firms]

Part 50f Annex N [ 12019 [main commencement date for
solo-regulated firms]

Part 2 of Annex S [ 12019 [main commencement date for
solo-regulated firms]
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Part 2 of Annex T [ 12019 [main commencement date for
solo-regulated firms]

Part 2 of Annex U [ 12019 [main commencement date for
solo-regulated firms]

Part 2 of Annex W [ 12019 [main commencement date for
solo-regulated firms]

Part 3 of Annex B [ 12019 [main commencement date for
solo-regulated firms]

Part 3 of Annex D [ 12019 [main commencement date for
solo-regulated firms]

Part Two of Annex W [ 12019 [main commencement date for
solo-regulated firms]

The remainder of this instrument [ 12018 [main commencement date for
insurance firms]

Amendments to the Handbook

D. The FCA’s Handbook of rules and guidance is amended in accordance with
paragraphs E, F, G, H and | of this instrument.

E. Amendments to the numbering and location of provisions in the Senior Management
Arrangements, Systems and Controls sourcebook (SYSC) and Chapter 10C of the
Supervision Manual (SUP) are set out in the tables in Annex A.

Except as further amended by paragraphs F, G, H and | of this instrument, the
provisions in column B of the tables in Annex A otherwise remain in full force and
effect.

F. Cross references throughout the FCA’s Handbook to provisions listed in column A of
the tables in Annex A of this instrument are amended accordingly, but only where
both the existing and revised cross reference is a reference in one of the following
forms (but the existing and revised cross references need not be in the same form):

1) a chapter;

(2) an annex;

3) a section; or

4) in a form not including any sub-paragraph numbering or lettering after the
letter designating the legal nature of the provision, such as a rule (designated
with an “R”) or guidance (designated with a “G”).

G. The modules of the FCA’s Handbook of rules and guidance listed in column (1)
below (as amended, where applicable, by paragraphs E and F of this instrument) are
amended or, as the case may be, further amended in accordance with the Annexes to
this instrument listed in column (2) below:

) )
Glossary of definitions Annex B
Senior Management Arrangements, Systems and Controls sourcebook | Annex C
(SYSC)
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Code of Conduct (COCON) Annex D
Threshold Conditions (COND) Annex E
Statements of Principle and Code of Practice for Approved Persons Annex F
(APER)

The Fit and Proper test for Approved Persons and specified significant- | Annex G
harm functions (FIT)

Training and Competence (TC) Annex H
General Provisions (GEN) Annex |
Prudential sourcebook for Investment Firms (IFPRU) Annex J
Prudential sourcebook for Mortgage and Home Finance Firms, and Annex K
Insurance Intermediaries (MIPRU)

Conduct of Business Sourcebook (COBS) Annex L
Client Assets (CASS) Annex M
Supervision manual (SUP) Annex N
Decision Procedure and Penalties Manual (DEPP) Annex O
Dispute Resolution: Complaints (DISP) Annex P
Credit Unions sourcebook (CREDS) Annex Q
Consumer Credit sourcebook (CONC) Annex R

In each case in which one of the Annexes listed in column (2) of the table in
paragraph G of this instrument says that the module of the FCA’s Handbook of rules
and guidance to which that Annex relates is amended by inserting a new form into
that module as set out in Annex W of this instrument, that module is amended

accordingly.

The Fit and Proper test for Approved Persons and Specified significant-harm
functions (FIT) module of the FCA’s Handbook of rules and guidance is renamed the

Fit and Proper test for Employees and Senior Personnel.

Amendments to the material outside the Handbook

J.

The material outside the Handbook listed in column (1) below is amended in
accordance with the Annexes to this instrument listed in column (2) below:

1) (&)
The Energy Market Participants guide (EMPS) Annex S
The Oil Market Participants guide (OMPS) Annex T
Service companies guide (SERV) Annex U
The Enforcement Guide (EG) Annex V
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Notes

K. In this instrument, the “notes” (indicated by “Editor’s note:”) are intended for the
convenience of the reader and do not form part of the legislative text.

Citation
L. This instrument may be cited as the Individual Accountability (No 2) Instrument
2018.

By order of the Board
[date] 2018
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Annex A

Renumbering and deletions in the Senior Management Arrangements, Systems and
Controls sourcebook (SYSC) and the Supervision manual (SUP)

[Editor’s note: We are not proposing any changes to Annex A of the draft instrument
included in CP17/25 and 26]

Annex B
Amendments to the Glossary of definitions

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

Part 1: Comes into force [ ] 2018 [main commencement date for insurance firms]

[Editor’s note: Text of new definitions is marked up as against the text in the draft instrument
included in CP17/25 and 17/26. Text that is the same as in the draft instrument has also been
included so that the reader can see the proposed timing of changes to the Glossary. Some of
the proposed amendments will only apply for the period between the main commencement
date for insurance firms and the commencement date for solo-regulated firms: where this is
the case the amendment is reversed in one of the later parts of this Annex. Definitions marked
with an “*’, were not included in CP17/25 and 17/26.]

Insert the following new definitions in the appropriate alphabetical position.

approved person (in relation to an approved person with a current approved person
employer* approval) the firm on whose application approval for the

performance of the controlled function was given under section 59
of the Act (Approval for particular arrangements).

compliance any of the following requirements:
requirements for
SMCR firms

@ SYSC 3.2.8R (The compliance function);
(b)  SYSC 6.1 (Compliance);
(© article 22 of the MiFID Org Regulation (Compliance); or

(d) article 22 of the MiFID Org Regulation (as applied in
accordance with SYSC 1 Annex 1 2.8AR, SYSC 1 Annex 1
3.2-AR, SYSC 1 Annex 1 3.2-BR, SYSC 1 Annex 1 3.2CR
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and SYSC 1 Annex 1 3.3R);-6f .

) el 1 lovel lation {

conduct risk oversight ~ FCA controlled function SMF23b in the table of FCA-designated
(Lloyd’s) function senior management functions, described more fully in SUP
10C.6.6R.
EEA SMCR dual an incoming EEA firm or incoming Treaty firm that meets the
regulated banking following conditions:
sector firm
@ it has a branch in the United Kingdom;
(b) it does not have permission for effecting contracts of
insurance or carrying out contracts of insurance; and
(© it meets one of the following conditions:
(i) it is a credit institution which has a permission under
Part 4A, Schedule 3 or Schedule 4 of the Act that
includes accepting deposits; or
(i) it meets all the following conditions:

(A)  the institution is an investment firm;

(B) it has a permission under Part 4A, Schedule 3
or Schedule 4 of the Act that covers dealing
in investments as principal; and

(C)  when carried on by it, that activity is a PRA-
regulated activity.

EEA SMCR firm an SMCR firm that is an incoming EEA firm or incoming Treaty
firm.

executive director FCA controlled function SMF3 in the table of FCA-designated

function senior management functions, described more fully in SUP
10C.5.1R to 10C.5.9R.

internal audit any of the following requirements:

requirements for

SMCR firms

@ SYSC 3 (Systems and controls) insofar as it relates to
internal audit;

(b) SYSC 6.2 (Internal audit);

(©) article 24 of the MiFID Org Regulation (Internal audit); or
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risk control
requirements for
SMCR firms

SMCR dual regulated
banking sector firm

SMCR financial
activities
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(d) article 24 of the MiFID Org Regulation (Internal audit) (as
applied in accordance with SYSC 1 Annex 1 2.8AR, SYSC 1
Annex 1 3.2-AR, SYSC 1 Annex 1 3.2-BR, SYSC 1 Annex 1
3.2CR and SYSC 1 Annex 1 3.3R);-6f .

© . )
@ ricle gl 2 e:.tl'ﬁe ’ ‘“. I,I;I;' level-2-regulation-(Permanent
an SMCR firm that is an overseas firm.

any of the following requirements:

@) SYSC 3 (Systems and Controls) insofar as it relates to risk
controls;

(b)  SYSC7.1.6R, SYSC 7.1.21R and SYSC 7.1.22R;
(©) COLL 6.11 (Risk control and internal reporting);

(d) article 23 of the MiFID Org Regulation (Risk management);
or

(e article 23(2) of the MiFID Org Regulation (as applied in
accordance with SYSC 1 Annex 1 2.8AR, SYSC 1 Annex 1
3.2-AR, SYSC 1 Annex 1 3.2-BR, SYSC 1 Annex 1 3.2CR
and SYSC 1 Annex 1 3.3R):-6r .

® iclos 3¢ il lovel lation (Ris
management).

any of the following:

@) a UK SMCR dual regulated banking sector firm;
(b)  an EEA SMCR dual regulated banking sector firm; or
(© a third-country SMCR dual regulated banking sector firm.

any of the following:

@ regulated activities;

(b)  anactivity carried on in connection with a regulated activity
(whether current, past or contemplated);

(©) an activity held out as being for the purposes of a regulated
activity (whether current, past or contemplated);
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activities that constitute dealing in investments as principal,
disregarding the exclusion in article 15 of the Regulated
Activities Order (Absence of holding out etc); or

activities listed in points 2 to 15 of Annex I to the CRD (List
of activities subject to mutual recognition).

a firm identified as an SMCR firm in the decision tree in SYSC 23
Annex 1 (Definition of SMCR firm and different types of SMCR

firms)

the table of FCA-designated senior management functions in SUP
10C.4.3R.

a non-UK institution other than an incoming firm that meets the
following conditions:

(@)
(b)

(©)

it has a branch in the United Kingdom;

it is not an institution that has permission for effecting
contracts of insurance or carrying out contracts of
insurance; and

it meets one of the following conditions:

(i) it is a credit institution which has a Part 4A
permission that includes accepting deposits; or

(i) it meets all the following conditions:
(A)  theinstitution is an investment firm;

(B) its Part 4A permission covers dealing in
investments as principal; and

(C)  when carried on by it, that activity is a PRA-
regulated activity.

an institution that meets the following conditions:

(@)

(b)

(©)

it is incorporated in, or formed under the law of any part of,
the United Kingdom;

it does not have permission for effecting contracts of
insurance or carrying out contracts of insurance;

it meets one of the following conditions:
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(1 its Part 4A permission includes accepting deposits;
or

(i) it meets all the following conditions:
(A)  the institution is an investment firm; and

(B) its Part 4A permission covers dealing in
investments as principal; and

(C)  when carried on by it, that activity is a PRA-
regulated activity.

UK SMCR firm @ a UK SMCR dual regulated banking sector firm; or

(b)  any other SMCR firm that is a UK domestic firm.

[Editor’s note: Text of amended definitions is marked up as against the current Handbook
text. It is not marked up as against the text in the draft instrument included in CP17/25 and
17/26. Text that is the same as in the draft instrument is included so that the reader can see
the proposed timing of changes to the Glossary. Definitions marked with an asterisk ‘*’ were
either not included in CP17/25 and 17/26 or are now proposed to be amended rather than
deleted.]

Amend the following definitions as shown.

accountable functions* (in relation to an approved person) the functions described in APER
1 3A2P 1.1A.2R, which are in summary:

@) FCA controlled functions in SUP 10A (FCA Approved
Persons); and

(b) PRA-controlled-functions:-and [deleted]

(© any other functions of the approved person in relation to the
carrying on of a regulated activity;

in relation to the autherised-persensinrelation-to-which-that-person
is-an-approvedperson approved person employer.

accountable higher (in APER) any accountable function that is :
management function*

@)  an FCA controlled function that is a significant-influence
function-er .

By  aPRAcontrolledfunction:
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investments*

apportionment and
oversight function

CASS operational
oversight function*

certification employee

chair of the
nomination committee
function

1)

(2)
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(except in SUP 10A (ECA Approved Persons), SYSC 27
(Senior managers and certification regime: Certification
regime) and APER) the regulated activities, specified in
articles 53(1) and 53(2) of the Regulated Activities Order
(Advising on investments), which are:

@ advising on investments (except P2P agreements);
and

(b)  advising on P2P agreements.

(in SUP 10A (ECA Approved Persons), SYSC 27 (Senior
managers and certification regime: Certification regime) and
APER) the regulated activities specified in articles 53(1) and
53(2) (Advising on investments) of the Regulated Activities
Order. For these purposes, advising on investments includes
any activities that would be included but for the exclusion in
article 72AA (Managers of UCITS and AlFs) of the
Regulated Activities Order.

FCA controlled function CF8 in Rarts-1-and-Part2-of the table of
FCA controlled functions, described more fully in SUP 10A.7.1R.

FCA controlled function CF10a in Parts-1-and-2-6f the table of FCA
controlled functions, described more fully in SUP 10A.7.9R.

(as described in more detail in section 63E(1) of the Act
(Certification of employees by relevant authorised person)) an

employee (as defined) of a+relevant-autherised-persen an SMCR

firm who:

(a)

(b)

has a valid certificate issued by that relevant-autherised
persen SMCR firm; or

(in relation to an SMCR firm that is in the insurance sector
(as defined in Part Three of SYSC 23 Annex 1 (Definition of
insurance sector))) performs an FCA-specified significant
harm function under an arrangement entered into by the
SMCR firm in relation to the carrying on by the SMCR firm
of a regulated activity, even though the obligation of the
SMCR firm to issue a certificate under section 63F of the Act
has not yet come into force.

[Note: Paragraph (b) of this definition applies until [ 1 2019 [one

year after main commencement date for insurers].]

&

{fora-relevantauthorised-person) FCA controlled function
SMF13 |n Part 1 of the %w%%@@%%@abl&ef

authorisedpersons) table of FCA-designated senior

management functions, described more fully in SUP
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10C.5A.2R;.

bleof FCA Ned-functions_described fll |

{forcertain-Selvency-H-firms) FCA controlled function SF2b
SMF15 in RPart2-of the table of FGA-controlled FCA-designated

senior management functions, described more fully in SUP

10A-6-15BR SUP 10C.5A.12R to SUP 10C.5A.13R.

FCA controlled function CF3 in Part1-and-Part2-of the table of
FCA controlled functions, described more fully in SUP 10A.6.17R.

1)

@)

(for relevantauthorisedpersens SMCR firms) FCA
controlled function SMF16 in Part-1-efthe-table H-SUPR
functionsforrelevant-authorised-persens) the table of FCA-

designated senior management functions, described more
fully in SUP 10C.6.1R; and

(for other firms) FCA controlled function CF10 in Parts-%
and-2-of the table of FCA controlled functions, described
more fully in SUP 10A.7.8R.

a function, relating to the carrying on of a regulated activity by a
firm, which is specified by:

(@)

(b)

either the FCA in:

(i) (for relevantauthorised-persons SMCR firms) the
. nctions forrel horised

persens) table of FCA-designated senior
management functions; or

(i) (for other firms and in relation to appointed
representatives) the table of FCA controlled
functions; or

the PRA in:

(1) (for relevant-autherised-persens CRR firms, credit

unions and third country CRR firms (as defined in
the PRA Rulebook)) the part of the PRA=s+ulebook
PRA Rulebook titled ‘Senior Management

Functions’-which-specifies-controHed-funetions); or

(i) (for Solvency Il firms including large non-directive
insurers, and for small non-directive insurers) the
Senior Insurance Management Functions parts of the
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PRA Rulebeok: Rulebook applicable to Solvency Il
Firms and Non-Solvency Il Firms; ef

under section 59 of the Act (Approval for particular arrangements).

FCA controlled function CF30 in Parts-1-and-2-6f the table of FCA
controlled functions, described more fully in SUP 10A.10.7R.

1)

(© in SYSC, COCON, MIPRU 2 (Responsibility for
insurance distribution and MCD credit
intermediation activity), SUP 10A (FCA Approved
persons) and SUP 10C (FCA senior manhagement
managers regime for approved persons in relevant

autherisedpersons SMCR firms) a partnership;

FCA controlled funetiens function CF1 in Rart-1-andfora-Selveney

H firm (including a large non-directive insurer) and a small non-
directive-insurer—Part 2-of the table of FCA controlled functions,

described more fully in SUP 10A.6.7R and SUP 10A.6.8R.
FCA controlled function CF5 in Rart-1-ef the table of FCA
controlled functions, described more fully in SUP 10A.6.29R.

FCA controlled function SMF21 in Part2of the table-in-SUP

10C-43R-(Fable-of FCA-controled-functionsforrelevant
attherisedpersons) table of FCA-designated senior management
functions, described more fully in SUP 10C.8.4R.

(3) (for the purposes of SYSC 27 (Senior management and
certification regime: Certification regime) and the definition
of certification employee) has the meaning in section 63E(9)
of the Act (Certification of employees by relevant authorised
persons) which, in summary, says an employee of a person
(the “employer”) includes a reference to a person who:
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a controlled function which is specified by the FCA under section
59 of the Act (Approval for particular arrangements) in:

@ (for relevantauthorisedpersens SMCR firms) the tables-in
management-functions forrelevantauthorised-persens) table

of FCA-designated senior management functions; or

(b) (for other firms and in relation to appointed representatives)
the table of FCA controlled functions.

any of the fellewing FCA controlled functions labelled as FCA
governing functions in the table of FCA-designated senior
management functions or in the table of FCA controlled functions. =

(a8)  (for relevant authorised persons) FCA controlled functions

) HorUrelevant-autherised-persons) the responsibilities in
SYSC 24.2.6R (Table: FCA-prescribed senior management

responsibilities) ; .

By {Horthird-countryrelevantauthorised-persons)-the
|esp_e||5|b|l|t|es ih-¥eC-24 g_l G_II_%_( l aﬁble Il' gl, -preserbed
relevant-authorised-persens)-

any of the fellewing FCA controlled functions labelled as FCA

required functions in:

@ (for-relevantauthorisedpersens SMCR firms) FCA
o § 3 I - :
; ) the
table of FCA-designated senior management functions; and
or
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(b) (for other firms) FCA-controHed-functions-8-to-11inPart1
or-Part2-of the table of FCA-controledfunctions the table
of FCA controlled functions.

a specified significant-harm function that has been specified under
section 63E of the Act (Certification of employees by relevant
authorised persons) by the FCA (see SYSC 27.6.3R (Table: FCA-
specified significant-harm functions)).

(8) (in SYSC 18 with the exception of the guidance in SYSC
18.3.9G):

@) a UKrelevant-autherisedpersen UK SMCR dual

regulated banking sector firm except a small deposit
taker; and

the part of the Handbook in High Level Standards which has the

title the Fit and Proper test for Appreved-Persens-and-Specified
sighificant-harm-functions Employees and Senior Personnel.

the doeument document describing the management arrangements
of arelevant-autherised-person certain SMCR firms required by
SYSC4.5.4R-SYSC4.6-6R0rSYSC4.6-15R SYSC 25 (Senior
management and certification regime: Management responsibilities
maps and handover procedures and material).

1) (for relevantauthorisedpersens SMCR firms) FCA
controlled function SMF17 in Parts-1-te-3-of the table-in
managementfunetions-forrelevantauthorised-persens) table

of FCA-designated senior management functions, described
more fully in SUP 10C.6.2R; and

(2) (for other firms) FCA controlled function CF11 in Parts-%
and-2-of the table of FCA controlled functions, described
more fully in SUP 10A.7.10R.

FCA controlled function CF2 in Rart-1-of the table of FCA
controlled functions, described more fully in SUP 10A.6.1R and
SUP 10A.6.13R.

FCA controlled function SMF22 in Part-3-of the table-inr SUPR

10CA 3R Fable of FCAcontroledtunctions forrelevant
authorisedpersons) table of FCA-designated senior management
functions, described more fully in SUP 10C.8.1R.
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FCA controlled function SMF18 in Part-1-of the table-inrSUPR

forrelevant-authorised-persens) table of FCA-designated senior

management functions, described more fully in SUP 10C.7.1R.

1)

(for an SMCR firm) FCA controlled function SMF27 in the
table of FCA-designated senior management functions,
described more fully in SUP 10C.5.16R to SUP 10C.5.20R;
and

(for other firms and in relation to appointed representatives)
FCA controlled function CF4 in Rart-1-of the table of FCA
controlled functions, described more fully in SUP
10A.6.23R to SUP 10A.6.27R.

a controlled function which is specified by the PRA under section
59 of the Act (Approval for particular arrangements) in:

(1)  (for relevantauthorised-persons CRR firms, credit

unions and third country CRR firms (each as defined
in the PRA Rulebook)) the part of the PR4-s-rulebook
PRA Rulebook titled ‘Senior Management
Functions’; or

(2) (for Solvency Il firms including large non-directive
insurers, and for small non-directive insurers) the
Senior Insurance Management Functions parts of the
PRA Rulebeok: Rulebook applicable to Solvency 11
Firms and Non-Solvency Il Firms:-er .

) fdeletedf

one of the functions described as:

@)}

(for CRR firms, credit unions and third country CRR firms
(each as defined in the PRA Rulebook)):

@) a ‘prescribed responsibility’ in Chapter 4; o

(b) a ‘small firm prescribed responsibility” in Chapter 5;
or

(c) a ‘UK branch prescribed responsibility’ in Chapter 6;

of the part of the PRA-s-relebeek PRA Rulebook called
Allocation of Responsibilities;

(for firms covered by the Insurance - Allocation of
Responsibilities and Large Non-Solvency Il Firms —
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Allocation of Responsibilities parts of the PRA Rulebook) an
SIMR prescribed responsibility as defined in those parts;
and

(for firms covered by the Non-solvency Il Firms - Allocation
of Responsibilities part of the PRA Rulebook) a small non-
directive insurer prescribed responsibility as defined in that

part.

(in SYSC 27 (Senior managers and certification regime:
Certification regime), SUP 10A (FCA Approved Persons), COCON
and APER) a person (A) whose responsibilities include committing
another person (B) as part of B’s proprietary trading.

has the meaning in section 61(1)(b) of the Act (Determination of
applications) which, in summary, is an application for approval to
perform a designated senior management function in relation to the

carrying on of a regulated activity by arelevant-autherisedpersen
an SMCR firm.

(in COCON) a person who:

(@)

(b)

(©)

(d)

comes within row (1) of the table in COCON 1.1.2R (an
SMF manager);

comes within row (2) of the table in COCON 1.1.2R (an
employee of arelevant-autherisedpersen an SMCR firm

who performs the function of an SMF manager; or
he followi litions:

) I e 7) of the table

. ; ' rective V- and

Gi) I ed function | inifi inl
funetion;-or [deleted]

IS a non-executive director who comes within row (8) of the
table in COCON 1.1.2R (a standard-non-executive board

director of a relevantautherised-person,a-Solvency-H-firm

(including a targe non-directive insurer) or a small non-
directive-iasurer UK SMCR firm).

a function defined in section 63E(5) of the Act (Certification of
employees by relevant authorised persons) which is, in summary (in
relation to the carrying on of a regulated activity by arelevant an
authorised person), a function that meets the following conditions:

Page 17 of 495



significant-influence
function*

significant
management function*

SMF manager

Solvency Il firm

small friendly society
function

staff being assessed
under FIT

FCA 2018/XX

@) it requires the person performing it to be involved in one or
more aspects of the relevant authorised person's affairs, so
far as relating to the activity; and

(b)  those aspects involve, or might involve, a risk of significant
harm to the relevant authorised person or to anyone who is
using, or who is or may be contemplating using, any of the
services provided by the relevant authorised person.

[Note: This definition is not relevant to a firm that is not an SMCR

firm.]

(for the purposes of controlled functions specified in SUP 10A
(FCA Approved persons) and in relation to the carrying on of a
regulated activity by an authorised person) a function that is likely
to enable the person responsible for its performance to exercise a
significant influence on the conduct of the authorised person's
affairs, so far as relating to the activity. Ferthe-purpesesof SYSC2;
I ihis-alse-includ Hed function
slpeellleel H Itl lle Sel':"g' I'I.'SH'I alnee I"Ial' agement + uneuenls pars-ol
Sobvency-H-Firms:
FCA controlled functions CF29 in Rarts-1-and-2-of the table of FCA
controlled functions, described more fully in SUP 10A.9.9R.

(in relation to arelevant-autherisedperson an SMCR firm) a person

who has approval under section 59 of the Act (Approval for
particular arrangements) to perform a designated senior
management function in relation to the carrying on by that relevant

authorised-person SMCR firm of a regulated activity.

a firm which is any of:

) in SUP TP 7 and SUP TP 8, SYSC, COCON, ARER;-SUP
10A SUP 10C and DEPP only, a large non-directive
insurer;

FCA controlled function CF6 in Part-t-and-Part-2-of the table of
FCA controlled functions, described more fully in SUP 10A.6.31R
to SUP 10A.6.32R.

(in FIT and in relation to arelevantautherised-person: an SMCR
firm) those persons set out in FIT 1.1.1G(4) to (7).
@)  the followi I . ic bei v
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i I netion.
systems and controls FCA controlled function CF28 in Rart-1-andfora-Selvency-H-firm
function which-is-a-third-country-iasurance-er-relnsurance-undertaking-oran

tsurance-special-purpose-vehiclePart2-of the table of FC
controlled functions, described more fully in SUP 10A.8.1R and

SUP 10A.8.1AR.

[Editor’s note: Definitions to be deleted are based on the current Handbook text.

Deletions that were included in the draft CP17/25 and 17/26 instrument are included here so
that the reader can see the proposed timing of changes to the Glossary. All the terms included
for deletion in the draft instrument included in CP17/25 and CP17/26 are still being deleted
(either in this part of the draft instrument or one of the following parts), except for the
definitions of ‘APER’ and ‘non-executive director function’, which are now being retained.]

Delete the following definitions. The text is not shown struck through.

EEA relevant an incoming firm which is a relevant authorised person in

authorised person accordance with article 2 of the Financial Services and Markets Act
2000 (Relevant Authorised Persons) Order 2015 which, in
summary, is an incoming EEA firm or incoming Treaty firm that
meets the following conditions:

@) it has a branch in the United Kingdom;

(b) it does not have permission for effecting contracts of
insurance or carrying out contracts of insurance; and

(©) it meets one of the following conditions:

M it is a credit institution which has a permission under
Part 4A, Schedule 3 or Schedule 4 of the Act that
includes accepting deposits; or

(i) it meets all the following conditions:

(A)  theinstitution is an investment firm;
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(B) it has a permission under Part 4A, Schedule 3
or Schedule 4 of the Act that covers dealing
in investments as principal; and

(C)  when carried on by it, that activity is a PRA-
regulated activity.

for the purpose of SYSC 22 (Regulatory references):

@ a relevant authorised person;
(b) a Solvency Il firm; or
(©) a large non-directive insurer.

@) an EEA relevant authorised person; or

(b)  athird-country relevant authorised person.

a “UK branch prescribed responsibility” in Chapter 6 of the part of
the PRA ’s rulebook called Allocation of Responsibilities.

@) an EEA relevant authorised person; or

(b)  athird country relevant authorised person; or
(© a UK relevant authorised person.

a non-UK institution other than an incoming firm which is a
relevant authorised person in accordance with article 2 of the
Financial Services and Markets Act 2000 (Relevant Authorised
Persons) Order 2015 which, in summary, is a non-UK institution
other than an incoming firm that meets the following conditions:

@) it has a branch in the United Kingdom;

(b) it is not an institution that has permission for effecting
contracts of insurance or carrying out contracts of
insurance; and

(©) it meets one of the following conditions:

M it is a credit institution which has a Part 4A
permission that includes accepting deposits; or

(i) it meets all the following conditions:
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(A)  the institution is an investment firm;

(B) its Part 4A permission covers dealing in
investments as principal; and

(C)  when carried on by it, that activity is a PRA-
regulated activity.

UK relevant has the meaning in section 71A of the Act (‘relevant authorised
authorised person person’) which, in summary, is an institution that meets the
following conditions:

@) it is incorporated in, or formed under the law of any part of,
the United Kingdom;

(b) it does not have permission for effecting contracts of
insurance or carrying out contracts of insurance; and

(© it meets one of the following conditions:

(i) its Part 4A permission includes accepting deposits;
or

(i) it meets all the following conditions:
(A)  theinstitution is an investment firm; and

(B) its Part 4A permission covers dealing in
investments as principal; and

(C)  when carried on by it, that activity is a PRA-
regulated activity.

Part 2: Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

[Editor’s note: Text of new definitions is marked up as against the text in the draft instrument
included in CP17/25 and 17/26. Text that is the same as in the draft instrument is included so
that the reader can see the proposed timing of changes to the Glossary. Definitions marked
with an asterisk “*” were not included in CP17/25 and 17/26.]

Insert the following new definitions in the appropriate alphabetical position.

APER employer* (in APER and in relation to an approved person whose approval is
given under SUP 10A (FCA Approved Persons in Appointed
Representatives):

(a) the appointed representative in relation to which that
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approved person performs the controlled function in SUP
10A; and

the approved person employer.

(b)

[Note: For the purposes of Statements of Principle 5 to 7 the APER
employer does not include the approved person employer.]

FCA controlled function SMF11 in the table of FCA-designated
senior management functions, described more fully in SUP
10C.5A.8R.

FCA controlled function SMF12 in the table of FCA-designated
senior management functions, described more fully in SUP
10C.5A.10R.

FCA controlled function SMF10 in the table of FCA-designated
senior management functions, described more fully in SUP
10C.5A.6R.

FCA controlled function SMF9 in the table of FCA-designated
senior management functions, described more fully in SUP
10C.5A.5R.

FCA controlled function SMF2 in the table of FCA-designated
senior management functions, described more fully in SUP
10C.6A.3R.

FCA controlled function SMF24 in the table of FCA-designated
senior management functions, described more fully in SUP
10C.6B.1R.

FCA controlled function SMF4 in the table of FCA-designated
senior management functions, described more fully in SUP
10C.6A.4R.

a firm identified as a core SMCR firm in the decision tree in SYSC
23 Annex 1 (Definition of SMCR firm and different types of SMCR
firms)

a core SMCR firm that is an incoming EEA firm or incoming Treaty
firm.

a firm identified as an enhanced scope SMCR firm in the decision
tree in SYSC 23 Annex 1 (Definition of SMCR firm and different
types of SMCR firms).

FCA controlled function SMF7 in the table of FCA-designated
senior management functions, described more fully in SUP
10C.5B.1R.

FCA controlled function SMF5 in the table of FCA-designated
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senior management functions, described more fully in SUP
10C.6A.6R.

FCA controlled function SMF19 in the table of FCA-designated
senior management functions, described more fully in SUP
10C.5.15R.

a firm identified as a limited scope core SMCR firm in the decision
tree in SYSC 23 Annex 1 (Definition of SMCR firm and different
types of SMCR firms).

FCA controlled function SMF29 in the table of FCA-designated
senior management functions, described more fully in SUP
10C.6.4R.

(in relation to @ an SMCR firm) a board director of the firm who
meets the following conditions:

@) they are not an SMF manager of the firm; and

(b)  the firm is required to assess their fitness and propriety
under the competent employee rule, any directly applicable
EU legislation or any other requirement of the regulatory
system.

a core SMCR firm that is an overseas firm.
FCA controlled function SMF14 in the table of FCA-designated
senior management functions, described more fully in SUP

10C.5A.14R.

a core SMCR firm that is a UK domestic firm.

[Editor’s note: Text of amended definitions is marked up as against the current Handbook
text as amended in Part 1 of this Annex. Where changes are being made to terms introduced
to the Glossary by Part 1 of this Annex they are marked up as against that Part. Text is not
marked up as against the text in the draft instrument included in CP17/25 and 17/26. Text that
is the same as in the draft instrument is included so that the reader can see the proposed
timing of changes to the Glossary. Definitions marked with an asterisk ‘*’ were not included

in CP17/25 and 17/26.]

Amend the following definitions as shown.
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(in relation to an approved person) the functions described in APER
1.1A.2R, which are in summary:

@ FCA controlled functions under SUP 10A (FCA Approved
persons in Appointed Representatives); and

1) (except in SUP 10A (FCA Approved Persons in Appointed
Representatives), SYSC 27 (Senior managers and
certification regime: Certification regime) and APER) the
regulated activities, specified in articles 53(1) and 53(2) of
the Regulated Activities Order (Advising on investments),
which are:

@) advising on investments (except P2P agreements);
and

(b)  advising on P2P agreements.

(2)  (in SUP 10A (FCA Approved Persons in Appointed
Representatives), SYSC 27 (Senior managers and
certification regime: Certification regime) and APER) the
regulated activities specified in articles 53(1) and 53(2)
(Advising on investments) of the Regulated Activities Order.
For these purposes, advising on investments includes any
activities that would be included but for the exclusion in
article 72AA (Managers of UCITS and AlFs) of the
Regulated Activities Order.

(as described in more detail in section 63E(1) of the Act
(Certification of employees by authorised person)) an employee (as
defined) of an SMCR firm who:

@) has a valid certificate issued by that SMCR firm; or
(b) (in relation to an SMCR firm that is:

[0)] in the insurance sector (as defined in Part Three of
SYSC 23 Annex 1 (Definition of insurance sector))} ;
or

(ii)  thatis an FCA-authorised person);

performs a significant-harm function under an arrangement entered
into by the SMCR firm in relation to the carrying on by the SMCR
firm of a regulated activity, even though the obligation of the SMCR
firm to issue a certificate under section 63F of the Act has not yet
come into force.

[Note 1: Paragraph (b)(i) of this definition applies until [ ] 2019
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[one year after commencement for insurers].]

[Note 2: Paragraph (b)(ii) of this definition applies until [ ] 2020

[one year after commencement for solo-requlated firms].]

(1)

&

(for an SMCR firm) FCA controlled function SMF1 in the
table of FCA-designated senior management functions,
described more fully in SUP 10C.5.12R;

(in relation to an appointed representative) FCA controlled
function CF3 the table of FCA controlled functions,
described more fully in SUP 10A.6.17R.

Hor-SMCR-firms) FCA controlled function SMF16 in the
table of FCA-designated senior management functions,
described more fully in SUP 10C.6.1R:and .

{;FQE!E EI}I I;F SoRt ;’ IE; :'I Etli ; F;|| . EEIEIF; :

any of the following requirements:

(@)
(b)
(©)
(d)

(e

SYSC 3.2.8R (The compliance function);
SYSC 6.1 (Compliance);
article 22 of the MiFID Org Regulation (Compliance); ef

article 22 of the MiFID Org Regulation (as applied in
accordance with SYSC 1 Annex 1 2.8AR, SYSC 1 Annex 1
3.2-AR, SYSC 1 Annex 1 3.2-BR, SYSC 1 Annex 1 3.2CR
and SYSC 1 Annex 1 3.3R); or

article 61 of the AIFMD level 2 requlation (Permanent
compliance function).

a function, relating to the carrying on of a regulated activity by a
firm, which is specified by:

(@)

either the FCA in:

(1) (for SMCR firms) the table of FCA-designated senior
management functions; or

(i)  (ferotherfirms-and in relation to an appointed
representatives) the table of FCA controlled
functions; or
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1)

(©) (in SYSC, COCON, MIPRU 2 (Responsibility for
insurance distribution and MCD credit
intermediation activity), SUP 10A (FCA Approved
persons in Appointed Representatives) and SUP 10C
(FCA senior managers regime for approved persons
in SMCR firms) a partnership;

(4A) (for the purposes of SYSC 22 (Regulatory references)) has
the same meaning as in (3) and, in addition, includes a
person who:

(©)

(iti)  aperson who performs a function of that
group member under an arrangement entered
into by the group member or a contractor of
the group member;_or

(d) s aboard director of a person (the “employer”) who
is not an SMF manager or certification employee of

the employer.

a controlled function which is specified by the FCA under section
59 of the Act (Approval for particular arrangements) in:

@) (for SMCR firms) the table of FCA-designated senior
management functions; or

(b) (for-otherfirms-and in relation to an appointed
representative) the table of FCA controlled functions.

any of the FCA controlled functions labelled as FCA required
functions in :

& for-SMCR-firms) the table of FCA-designated senior

management functions;-or .
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any of the following requirements:

@ SYSC 3 (Systems and controls) insofar as it relates to
internal audit;

(b) SYSC 6.2 (Internal audit);
(© article 24 of the MiFID Org Regulation (Internal audit); e¢

(d) article 24 of the MiFID Org Regulation (Internal audit) (as
applied in accordance with SYSC 1 Annex 1 2.8AR, SYSC 1
Annex 1 3.2-AR, SYSC 1 Annex 1 3.2-BR, SYSC 1 Annex 1
3.2CR and SYSC 1 Annex 1 3.3R); or

(e) article 62 of the AIFMD level 2 regulation (Permanent
internal audit function).

&  {HorSMCRfirms) FCA controlled function SMF17 in the

table of FCA-designated senior management functions,
described more fully in SUP 10C.6.2R:and .

(IEIEFEFET ) ;"E;FE;.EE:IEEE.IEI ;FII ®

(1) (for an SMCR firm) FCA controlled function SMF27 in the
table of FCA-designated senior management functions,
described more fully in SUP 10C.5.16R to SUP 10C.5.20R;

(2)  (feretherfirms-and in relation to an appointed
representatives) FCA controlled function CF4 in the table of
FCA controlled functions, described more fully in SUP
10A.6.23R to SUP 10A.6.27R.

(in SYSC 27 (Senior managers and certification regime:
Certification regime), SUP 10A (FCA Approved Persons in
Appointed Representatives), COCON and APER) a person (A)
whose responsibilities include committing another person (B) as
part of B’s proprietary trading.

any of the following requirements:

@ SYSC 3 (Systems and Controls) insofar as it relates to risk
controls;

(b)  SYSC 7.1.6R, SYSC 7.1.21R and SYSC 7.1.22R;

Page 27 of 495



significant-influence
function*®

staff being assessed
under FIT

FCA 2018/XX

(©) COLL 6.11 (Risk control and internal reporting);

(d) article 23 of the MiFID Org Regulation (Risk management);
oF

(e) article 23(2) of the MiFID Org Regulation (as applied in
accordance with SYSC 1 Annex 1 2.8AR, SYSC 1 Annex 1
3.2-AR, SYSC 1 Annex 1 3.2-BR, SYSC 1 Annex 1 3.2CR
and SYSC 1 Annex 1 3.3R); or

(f) articles 38 to 45 of the AIFMD level 2 regulation (Risk
management).

(for the purposes of controlled functions specified in SUP 10A
(FCA Approved persons in Appointed Representatives) and in
relation to the carrying on of a regulated activity by an authorised
person) a function that is likely to enable the person responsible for
its performance to exercise a significant influence on the conduct of
the authorised person's affairs, so far as relating to the activity.

(in FIT and in relation to an SMCR firm) those persons set out in
FIT 1.1.1G(4) to & (8).

[Editor’s note: Definitions to be deleted are based on the current Handbook text as amended
by Part 1 of this Annex. Deletions that were in the draft instrument included in CP17/25 and
17/26 instrument are included here so that the reader can see the proposed timing of changes
to the Glossary. The definitions marked with an asterisk ‘*” were not included in CP17/25

and 17/26.]

Delete the following definitions. The text is not shown struck through.

apportionment and
oversight function

CASS operational
oversight function*

significant
management function*

small friendly society
function*

systems and controls

FCA controlled function CF8 in the table of FCA controlled
functions, described more fully in SUP 10A.7.1R.

FCA controlled function CF10a in the table of FCA controlled
functions, described more fully in SUP 10A.7.9R.

FCA controlled functions CF29 in the table of FCA controlled
functions, described more fully in SUP 10A.9.9R.

FCA controlled function CF6 in the table of FCA controlled
functions, described more fully in SUP 10A.6.31R to SUP
10A.6.32R.

FCA controlled function CF28 in the table of FCA controlled
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function functions, described more fully in SUP 10A.8.1R and SUP
10A.8.1AR.

Part 3: Comes into force [ ] 2020 [one year after main commencement date for solo-
regulated firms]

[Editor’s note: The text of the below amended definition is marked up as against the current
Handbook text as amended by Parts 1 and 2 of this Annex. It is not marked up as against the
text in the draft instrument included in CP17/25 and CP17/26.]

Amend the following definition as shown.

certification employee  (as described in more detail in section 63E(1) of the Act
(Certification of employees by authorised person)) an employee (as
defined) of an SMCR firm who :

) has a valid certificate issued by that SMCR firms-er .

)  (inrelationto-anSMCR-firm-thatds:
th-the-insurance seeEte' ﬁ(.as. .de““eﬁd. th-Part Fhree 9;';; ;

or

(H)  thatisanFCA-authorised-person);
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Annex C

Amendments to the Senior Management Arrangements, Systems and Controls
sourcebook (SYSC)

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

Part 1: Comes into force [ ] 2018 [about three months after instrument is made]
[Editor’s note: The material we are proposing to include in this Part of the annex is the
material that is shown in the draft Restatement Instrument included in this CP (which shows

how the text proposed in the instrument included in CP17/25 and 17/26 will be commenced)
as coming into force on this date.]

Part 2: Comes into force [ ] 2018 [main commencement date for insurance firms]

[Editor’s note: The text of SYSC 22 and 23 to 27 takes into account the amendments
proposed in the instrument included in CP17/25 and 17/26 as if it was made.]

1 Application and purpose
1.1A Application
1.1A.1 G  The application of this sourcebook is summarised at a high level in the

following table. The detailed application is cut back in SYSC 1 Annex 1 and
in the text of each chapter.

Type of firm Applicable chapters
Insurer Chapters 2, 3, 12 to 18, 21, 22, 23, 24, 25, 26, 27
Managing Chapters 2, 3, 11, 12, 18, 21, 22, 23, 24, 25, 26, 27
agent
Society Chapters 2, 3, 12, 18, 21, 22, 23, 24, 25, 26, 27
Any other Chapters 4 to 12, 18, 19D, 21, 22, 23, 24, 25, 26, 27
SMCR firm
Every other
firm
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1.4 Application of SYSC 11 to S¥SG-22 SYSC 27
What?
1.4.1 G  The application of each ehapters chapter from SYSC 11 to S¥S&-22 SYSC 27
is set out in those chapters and in SYSC 1.4.1AR.
Actions for damages
1.4.2 R A contravention of a rule in SYSC 11 to SYSC 21, SYSC 22.8.1R, er SYSC
22.9.1R or SYSC 23 to SYSC 27 does not give rise to a right of action by a
private person under section 138D of the Act (and each of those rules is
specified under section 138D(3) of the Act as a provision giving rise to no
such right of action).
1 Annex 1 Detailed application of SYSC
Part 2 Application of the common platform requirements (SYSC 4 to 10)
213D R
Where?
2.15 R | The common platform requirements, except the common platform record-

keeping requirements, apply to a firm in relation to activities carried on by it
from an establishment in the United Kingdom. Hewever-S¥SC4-5
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2.18 R | The common platform organisational requirements, except the common
platform requirements on financial crime, also apply in a prudential context
to a UK domestic firm and to an overseas firm (other than an incoming EEA
firm or an Incoming Treaty firm) with respect to activities wherever they are
carried on. However-SYSC-4.5-(Managementresponsibthities-maps-for UK

Part 3 Tables summarising the application of the common platform requirements to
different types of firm

3.3A R | SYSC 1 Annex 1 3.3R(1)(b) does not apply to a firm in relation to the

Table A:  Application of the common platform requirements in SYSC 4 to SYSC 10

Provision | COLUMN A | COLUMN A+ | COLUMN A++ COLUMN B

SYSC 4
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section relevant-autherised-persens
apphies to UK only. All rules apply as rules
relevant and-not as guidance.
autherised
persons only
EEArelevant relevant-autherised-persens
autherised only—AHrules-apply-asrules
third country
relevant
autherised
PEFsons-h
accordance
with-therules
h-SYSC4.6
section relevant authorised persons
appheste-UK only—Alruesapphyasrules
relevant and not as guidance.
adthorised
persons-enly
third-eountry relevantauthorised-persons
relevant only—AHrules-apply-asrules
persons-enly
section relevant authorised persons
appheste only—Alruesapphyastules
relevant
autherised
persons and
Ukrelevant
autherised
persens-only

Provision | COLUMN A | COLUMN A+ | COLUMN A++ COLUMN B

SYSC5
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Table B: Application of the common platform requirements in SYSC 4 to 10 to MiFID
optional exemption firms and third country firms

Provision COLUMN A COLUMN B
MIiFID optional exemption firms Third country firms
SYSC 4
: - )
pellsen ea_elh pleulsml A app_lles as
46
: o )
pellsen EE.‘ell' pleulsml A app_lles a5
4.8
: - .
pellssn ee_telll BIGuISIel A app_lles as
4.9
SYSC5
el - I
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Delete SYSC 2.1.3R, SYSC 2.1.3AR, SYSC 2.1.3BG, SYSC 2.1.3CR, SYSC 2.1.3DR, SYSC
2.1.4R, SYSC 2.1.5G and SYSC 2.1.6G. The deleted text is not shown but [deleted] tags are
added to each provision as shown below.

2 Senior management arrangements
2.1 Apportionment of responsibilities
2.13 R [deleted]

2.1.3A R [deleted]

2.1.3B G  [deleted]

2.1.3C R [deleted]

2.1.3D R [deleted]

2.1.4 R [deleted]

2.1.5 G [deleted]

2.1.6 G [deleted]

Amend the following as shown.

2.2 Recording the apportionment

2.2.1 R () A firm must make a record of the arrangements it has made to satisfy

SYSC 2.1.1R (apportionment) and-SYSC-2-1-3R{aHecation) and take

reasonable care to keep this up to date.
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224 R
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2.25 G

2.2.6 R

2.2.7 G

3 Systems and Controls
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3.2.9

3.2.10

3.2.14

3.2.16
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Areas covered by systems and controls

G

1)

SUP-10A-#8R SUP 10C.6.1R uses SYSC 3.2.8R to describe the
controlled function, known as the compliance oversight function, of
acting in the capacity of a director or senior manager to whom this
function is allocated.

Risk assessment

G

(3)

(3)

The term ‘risk assessment function’ refers to the generally
understood concept of risk assessment within a firm, that is, the
function of setting and controlling risk exposure. The risk assessment
function is not an FCA controlled function itself, but for certain firms

ispartofthe-systems-and-controlsfunction(CF28) it may fall under

the PRA chief risk officer controlled function.

The requirements on firms with respect to approved persons are in
Part V of the Act (Performance of regulated activities) and SUP-10A
SUP 10C and the Senior Insurance Management Functions parts of
the PRA Rulebook.

Internal audit

G

)

The term “internal audit function’ refers to the generally understood
concept of internal audit within a firm, that is, the function of
assessing adherence to and the effectiveness of internal systems and
controls, procedures and policies. The internal audit function is not
an FCA controlled function itself, but for certain firms is-part-ef-the
is-part-of-the-systems-and-contrelsfunction{CF28} it may fall under

the PRA chief risk officer controlled function.
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General organisational requirements

General requirements

Application to a common platform firm

G

Subject Applicable rule or guidance

Apportionment of responsibilities
Application

R (-1) This section applies to: a limited scope core SMCR firm.

Q) This section only applies to an authorised professional firm that is a
limited scope core SMCR firm in respect of its non-mainstream
regulated activities unless the firm is also conducting other regulated
activities and has appointed approved persons to perform the FCA
governing functions with equivalent responsibilities for the firm’s
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non-mainstream regulated activities and other regulated activities; .

) - , : I :
activities eal”'edl on-by allu "l""“e.se. .p”“e'plal lp_ullpe_ 5:9 I5to-carry-on

@) | | icipant:
@ holl ! cubsidi 3

I lated activity.{ isi
agreements); [deleted]

3) - . . .
aeledlt_lnn ”I"el.' Rolas 9'"5.& HinHed permission-(sthe tl'a.” a-hot
Ie'.p.'e“f elebl tFa_ d"'le.e body) “'Ell' |espeFet tel Ell'el'em“a' Ilt e'ee";t :
which-it-has-Hmited-permission; [deleted]
@) : : firman . ; lif
{butonby-SYSC-4-4- 5R {2 apphestor-these Hirms)—and [deleted]

(5) This section applies to a sole trader that is a limited scope core
SMCR firm:but only if they:

(@)  heemploys employ any person who is required to be
approved under section 59 of the Act (Approval for particular

arrangements) - ; or

(b) are an approved person employer; or

(b)  have any certification employees.

4.4.6 G  Frequently asked questions about allocation of functions in SYSC 4.4.5R
Question Answer
1 Does an individual to An-individual-to-whom-a-funetions
whom a function is allocated under SYSC 4.4.5R will be
allocated under SYSC performing-the-apportionment-and-oversight
4.4.5R need to be an function (CF 8, see SUP 10A.7.1R} and an
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approved person er-a
N 5

an executive director). Yes

What is meant by
“appropriately allocate” in
this context?

The allocation of functions should be
compatible with delivering compliance with
Principle 3, SYSC 4.4.3R and SYSC 4.1.1R.
The appropriateregulater FCA considers
that allocation to one or two individuals is
likely to be appropriate for most firms.

If a firm has an individual
as chief executive, must the
functions be allocated to
that individual?

If the firm chooses to allocate the functions
to a director or senior manager responsible
for the overall management of a relevant
group division, the FSA FCA would expect
that individual to be of a seniority equivalent
to or greater than a chief executive of the
firm for the allocation to be appropriate.

See also Question 14.

11

How does the requirement
to allocate the functions in
SYSC 4.4.5R apply to an
overseas firm which is not
an incoming EEA firm,
incoming Treaty firm or
UCITS qualifier?

The firm must appropriately allocate those
functions to one or more individuals, in
accordance with SYSC 4.4.5R, but:

apphes to-such-a firm, unlesst-falls within-a
particula e;_eeeptElen from-the ap; p. oved
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12

How does the requirement
to allocate the functions in
SYSC 4.4.5R apply to an
incoming EEA firm or
incoming Treaty firm?

SYSC 1 Annex 1.1.1R(2) and SYSC 1 Annex
1.1.8R restrict the application of SYSC
4.4.5R for such a firm. Accordingly:

(2) Such a firm is required to allocate the
function of oversight in SYSC 4.4.5R(2).
However, the systems and controls that must
be overseen are those relating to matters
which the apprepriate-regutator FCA, as
Host State regulator, is entitled to regulate
(there is guidance on this in SUP 13A
Annex 2). Those are primarily, but not
exclusively, the systems and controls
relating to the conduct of the firm’s
activities carried on from its UK branch.

13

What about a firm that is a
partnership or a limited
liability partnership?

The appropriateregulater FCA envisages

that most if not all partners or members will
be either directors or senior managers, but
this will depend on the constitution of the
partnership (particularly in the case of a
limited partnership) or limited liability
partnership. A partnership or limited
liability partnership may also have a chief
executive (see Question 5). A limited
liability partnership is a body corporate and,
if a member of a group, will fall within
SYSC 4.4.5R, row (1) or (2).

Compliance, internal audit and financial crime

Compliance

G

(1)

This guidance is relevant to arelevant-autherisedpersen an SMCR

firm required to appoint a compliance officer under SYSC 6.1.4R.
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Internal audit

G @
G

(2)

3
Risk control
Risk control
G

3

4)

This guidance is relevant to a-relevantauthorisedpersen an SMCR

firm required to establish and maintain an internal audit function
under article 24 of the MiFID Org Regulation.

For a firm that is not a+relevant-autherised-person an SMCR firm, the

internal audit function is not a controlled function itself, but is part of

the systems and controls function erthe-PRA-s-systems-and-controls
controled-function (CF28).

For arelevant-autherised-persen an SMCR firm, the internal audit
function is a PRA controlled function (SMF5).

For a firm that is not arelevant-autherised-person an SMCR firm, the

risk management function is not a controlled function itself, but is

part of the systems and controls function erthe-PRA-s-systems-and
controls-controlledtunetion (CF28).

For a-relevantauthorised-person an SMCR firm, the risk

management function is a PRA controlled function (SMF4).

Additional rules for CRR firms

G O

This guidance is relevant to arelevant-autherisedpersen an SMCR

dual regulated banking sector firm that has appointed a head of the
risk management function.
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18.3

18.3.6

18.3.10
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Whistleblowing
Application and purpose
Application

R This chapter applies to:

(€)) in relation to SYSC 18.3.6R and SYSC 18.3.10R, EEA relevant
authorised-persons SMCR dual regulated banking sector firms and
third-country relevant-authorisedpersens SMCR dual regulated

banking sector firms only in relation to a branch maintained by them
in the United Kingdom; and

G  Firms are reminded that for the purpose of SYSC 18 (except for SYSC
18.3.9G) “firm” has the specific meaning set out in paragraph (8) of that
definition in the Glossary, namely:

“(8) (in SYSC 18, with the exception of the guidance in SYSC 18.3.9G):
@) a UK relevant-autherisedpersen SMCR dual regulated banking

sector firm except a small deposit taker; and

Internal arrangements

Reporting of concerns by employees to regulators

R This rule applies to afirm; an EEA relevantautherisedpersen SMCR dual
regulated banking sector firm and a third-country relevant-autherised

person SMCR dual regulated banking sector firm.

Additional rules for UK branches

R () This rule applies where an EEA relevantauthorisedperson SMCR
dual requlated banking sector firm or a third-country relevant

autherised-persen SMCR dual regulated banking sector firm has:
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@) a branch in the United Kingdom; and

(b) a group entity which is a UK relevant-authorised-person
SMCR dual regulated banking sector firm.

An EEA relevantauthorised-person SMCR dual regulated banking
sector firm and a third-country relevant-autherisedpersen SMCR

dual requlated banking sector firm must, in the manner described in
(3), communicate to the UK-based employees of its UK branch:

€)) the whistleblowing arrangements of the group entity that is a

UK relevantauthorisedperser SMCR dual regulated

banking sector firm; and

The whistleblowers’ champion

G

A UK relevantauthorisedpersen SMCR dual regulated banking
sector firm is required under SY¥SG4-£5R{%) SYSC 24.2.1R to

allocate the FCA-prescribed senior management responsibility for
acting as the firm’s whistleblowers’ champion.

Risk control: additional guidance

Risk control: guidance on governance arrangements

Chief Risk Officer

G
()

Firms will need to seek the appropriate regulator s approval for a
Chief Risk Officer to perform:

@ (for arelevant-autherisedpersen an SMCR firm) the PRA’s

Chief Risk Function controlled function; or

(b) (for any other firm) the systems and controls function (see
SUP 10A (FCA approved persons)) ertherelevantPRA
controled-function.
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21.1.4A G (1 This guidance is relevant to a-relevant-authorisedpersen an SMCR

dual requlated banking sector firm that has appointed a chief risk

officer.
22 Regulatory references
22.6 Giving and updating references: additional rules and guidance for SMCR

firms

Requirement to consider whether there has been a conduct breach

22.6.3 G

4) SYSCTFR-5:4.5R disapphies-the The requirement in (1) is disapplied
for disciplinary action taken before 7March-2017-or-in-the-case-of
SMER-dual-regulated-banking-sector-firms—7Mareh-2016 certain
specified dates, where an SMCR dualregulated-banking-sector

firm’s records do not record whether previous conduct subject to
disciplinary action amounted to a breach. The date differs between
different types of SMCR firms. SYSC TP 5 and SYSC TP 7 set out
those specified dates and other details.

22.8 Additional rules and guidance for all firms

22.8.4 R When an SMCR firm is permitting or appointing someone to perform a
controlled function whose approval is given under SUP 10A.1.15R or SUP
10A.1.16R (appointed representatives of SMCR firms), the requirements of
this chapter for firms that are not SMCR firms apply in place of the
requirements that only apply to SMCR firms.

22 Annex  Template for regulatory references given by SMCR firms and disclosure
1R requirements
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Section One: Meaning of certain terms and phrases

Defined term or phrase

Meaning

Question (F)

This question is subject to SYSC TP 5.4.5R
and SYSC TP 7.4.5R (where there is no need
to disclose disciplinary action that took place
before certain dates if the firm’s records do
not show whether there was a breach of
individual conduct requirements).

22 Annex
2 references

Factors to take into account when asking for and giving regulatory

Matters to take into account

Comments

(C) Section 5 of the relevant Form A in SUP
10A Annex 4 (Application to perform
controlled functions under approved persons
regime) or SUP 10C Annex 2 3 (Application
to perform senior management functions)

24 Senior managers and certification regime: Allocation of prescribed

responsibilities

24.1 Application

Territorial scope
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24.1.3 R Thereis no territorial limitation on the application of this section chapter,
subject to S¥SE24-1.5R SYSC 24.1.4R.

24.2 Allocation of FCA-prescribed senior management responsibilities: Main
allocation rules

24.2.6 R  Table: FCA-prescribed senior management responsibilities

Part Two (only applies to certain banks and insurance sector firms)

FCA-prescribed Explanation Reference letter
senior management
responsibility

(2) Responsibility for Key function holder (9)

monitoring the has the same meaning
effective as it does in the
implementation of Glossary Part of the

policies and procedures | PRA Rulebook.
for the induction,
training and
professional
development of all the

firm’s:

(a) persons performing
osi [ coni
management functions
on-behalfof the firm
SMF managers; and

(b) key function
holders;

other than members of

the firm’s governing
body.

Part Four (functions applying in specified situations)
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FCA-prescribed Explanation Reference letter
senior management
responsibility
(3) Responsibility for:
(a) safeguarding the
independence of; and
(b) oversight of the
performance of;
the internal audit
function, in accordance
with the internal audit
requirements for SMCR
firms.
24 Which FCA-prescribed senior management responsibilities apply to which
Annex 1 kind of firm
Banking sector firms
2.3 R Table: FCA-prescribed senior management responsibilities applying to
banking sector firms
Brief description of Reference UK firm Small UK Third-
responsibility letter of firm country
responsibility firm
Training of staff performing ) 4 X X
designated senior management
responsibilities
See Note (2)
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Note (1): the categories of firm in the column headings of this table are to be interpreted in
accordance with the classification of firms in SYSC 24 Annex 1 2.1R. Therefore:

) (@) Column three (UK firm) refers to SYSC 24 Annex 1 2.1R(2)(a);
) (b) Column four (Small UK firm) refers to SYSC 24 Annex 1 2.1R(2)(b); and
3} (c) Column five (Third-country firm) refers to SYSC 24 Annex 1 2.1R(2)(c).

Note (2): Paragraph (b) of this FCA-prescribed senior management responsibility (key

function holder) does not apply to any firm in this table.

25 Senior managers and certification regime: Management responsibilities

maps and handover procedures and material

25.8 Management responsibilities maps: Records

25.8.3 R (1)  This rule applies to a Solvency Il firm (including a large non-

directive insurer) to which SYSC 25.1.1R(3) (Main application

rules) applies.

(2)  Afirm must retain each version of its management responsibilities

map for:

(a (in the case of a large non-directive insurer) six years; or

(b)  (inany other case) ten years;

from the date on which it was superseded by a more up-to-date

version.

(3)  Afirm must be prepared to provide each version to the FCA on

request for as long as the firm is required to retain it.

25 Annex  Examples of the business activities and functions of an SMCR firm

1G

Business areas and management
functions

Explanation

Page 50 of 495




FCA 2018/XX

(30) The firm’s information technology This includes cybersecurity.

(31) Business continuity planning If SYSC 4.1.6R and SYSC 4.1.7R (Business
continuity) apply to the firm, this includes the
systems and policies used to comply with those

rules.
It includes operational continuity, resilience and
strategy.

(32) Outsourcing, procurement and vendor

management

Management of services shared with other

group members

(33) Internal operations

27 Senior managers and certification regime: Certification regime

21.7 Definitions of the FCA-specified significant-harm functions

27.7.9 G  For the purposes of the definition of the significant management FCA-

specified significant-harm function, the following additional factors about
the firm should be considered:

1) the size and significance of the firm’s business in the United
Kingdom — for example, a firm carrying on designated investment
business may have a large number of certification employees (for
example, in excess of 100 individuals); or a firm carrying on general

insurance business may have gross written premiums in excess of

£100m;
Sch 1l Record keeping requirements
Sch 1.2G
Handbook Subject of Contents of When Retention

record must

Page 51 of 495



FCA 2018/XX

reference record record be made period
SYSC 2.2.1R Six 6 years from
the date on
which the record
is superseded by
a more up-to-
date record
map-and rule sheuld-be the-date
scope of kept up to superseded, or 6
approved HISHFers:
persons of
Selveney-H
firms
s-for-certain keptup-to
approved date, as stated
persons-of -the-rule
small non-
eirective
nsurers
responsibilitie  responsibiliti  impose requirements but
SFRAPS BSFHAPS regutrements  saysthatpast
but says that | versions of a
PAstVersions  firms
responsibiliti maps-are-an
esmaps are  Hnportant part of
an-important | Hsrecords
part of its
records
relevant
adtherised
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persons
comphy-with time
SYSC2594R
Hrformatien
to-be-made
avatable to
new manager)
SYSC 22.9.1R
SYSC 25.8.1G | Past versions | Past versions | SYSC SYSC 25.8.1G
ofafirm’s of a firm’s 25.8.1G does | does not itself
management | management | not itself impose
responsibilitie | responsibiliti | impose requirements but
S maps es maps requirements | says that past
but says that | versions of a
past versions | firm’s
of a firm’s management
management | responsibilities
responsibiliti | maps are an
€S maps are important part of
an important | its records
part of its
records
SYSC 25.8.3R | Past versions | Past versions | None 10 years from
ofafirm’s of a firm’s specified the date
management | management superseded, or 6
responsibilitie | responsibiliti years for large
S maps €S maps non-directive
insurers
SYSC 25.9.5R | Steps taken to | Adequate Adequate None specified
comply with time
SYSC 25.9.4R
(Information
to be made
available to

new manager)
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Chapter/
Appendix

Section/
Annex

Paragraph

Right of action under section 138D

For private
person?

For other
person?

Removed?

SYSC 23 to
SYSC 27

TP5
references

Financial Services (Banking Reform) Act 2013: Certification and regulatory

Note to the reader

G

o)

SYSC TP 5 has not been amended to reflect changes in the FCA

Handbook and Glossary since the beginning of 2018. This is because

it is made up of transitional provisions that mostly expired before

then.

2

A small number of provisions may have effect beyond that date. To

help the reader, the table in SYSC TP 5.1.1-1G explains how

superseded Glossary terms in SYSC TP 5 should be interpreted.

G | Table:

meaning of superseded Glossary terms

Term in SYSC TP 5

Term that has replaced it

Comment

relevant authorised

person

SMCR dual requlated
banking sector firm

full scope requlatory

reference firm

Any of the following:

SYSC TP 5.4.2R refers to

(a) an SMCR dual
requlated banking sector
firm;

(b) a Solvency Il firm; or

SYSC 22.2.1R (Obligation
to obtain a regulatory
reference). On 7 March
2017 (the date referred to
in SYSC TP 5.4.2R), SYSC
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(c) a large non-directive | 22.2.1R applied to what
insurer. were then called full scope
requlatory reference firms.

Purpose of SYSC TP 5

5.1.1 G

After SYSC TP 6 (Transitional Provision 6) insert a new SYSC TP 7. The text is not
underlined.

TP 7 Bank of England and Financial Services Act 2016: Certification and
regulatory references

7.1 Application and purpose
7.1.1 R (1) Subject to (2) to (4), SYSC TP 7 applies to SMCR firms.

2 Subject to (5), SYSC TP 7 does not apply to an SMCR dual regulated
banking sector firm.

3) SYSC TP 7.4.2R and SYSC TP 7.4.3G do not apply to a firm in the
insurance sector except to a small non-directive insurer.

4) SYSC TP 7.4.4R does not apply to a firm in the insurance sector
except that:

@ it applies to a small non-directive insurer; and

(b) it applies to any firm in the insurance sector where the
requirement to obtain a reference only arises under SYSC
22.2.1R(1)(b) (certification).

(5) SYSC TP 7.4.5R and SYSC TP 7.4.6G apply to all firms.
7.1.2 G SYSCTPT:

1) explains how the certification regime described in SYSC 27 applies
during the certification transitional periods described in SYSC TP
7.2.1G; and

2 has certain transitional provisions dealing with SYSC 22 (Regulatory
references).
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The main time period for which SYSC TP 7 operates is 2018 to 2020.

2 There are transitional provisions that can apply beyond that period.
They are based on events occurring during that period.

G SYSC TP 7.5.2R has a glossary of terms used in SYSC TP 7 which have
meanings that only apply in SYSC TP 7. These terms appear in bold type in

SYSC TP 7.

Certification: The certification transitional period

G  The obligation in section 63E(1) of the Act for an SMCR firm to take
reasonable care to ensure that no employee of the firm performs an FCA
specified significant-harm function, unless the firm has issued the employee
with a valid certificate, does not apply until the end of the certification
transitional period.

G  However, other parts of the Handbook and the Act about certification
employees apply in the certification transitional period.

G  Thetable in SYSC TP 7.2.4G explains how the requirements of the
Handbook and the Act about certification employees apply in the
certification transitional period.

G  Table: How the certification regime applies in the certification transitional

period
Provision in | What that provision is about How it applies in the
the Act or the Certification Transitional
Handbook Period

Glossary During the certification

definition of transitional period, the

certification Glossary definition of

employee certification employee covers
everyone who would need a
certificate to perform their job
if the obligation to issue
certificates were in force

SYSC 27.2 and | Issuing certificates and fitness | Does not apply

the parts of the
Act on which it
gives guidance

SYSC 27.3

Territorial scope of the
certification regime
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SYSC 27.4 General material about the
scope of the certification Applies for the purpose of
regime those parts of the FCA
Handbook and the Act that are
SYSC 27.5 Exclusions for emergency and | in force as described in this
temporary appointments table
SYSC 27.6 Specification of functions
SYSC 22 Regulatory references No requirement to obtain a
reference when appointing
someone as a certification
employee
SYSC 25 SYSC 25 says that the Applies to everyone who
management responsibilities | would need a certificate to
map should say whether perform their job if the
persons described or identified | obligation to issue certificates
in the management was in force
responsibilities map are
certification employees
COCON Applies to everyone who

would need a certificate to
perform their job if the
obligation to issue certificates
was in force.

This applies even if they have
not been notified:

(a) that COCON applies to
them; or

(b) of the rules that apply to
them.

COCON also applies to those
who would have been
excluded from the certification
regime by SYSC 27.5.1R(1)
(Emergency appointments) or
SYSC 27.5.3R (Temporary UK
role).

Section 64B of
the Act

Firm should ensure that all
persons subject to COCON
are notified

Firm should take reasonable
steps to ensure that those
persons understand how
COCON applies to them.

Applies to everyone who
would need a certificate to
perform their job if the
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obligation to issue certificates

The parts of Notifying a significant breach 4

SUP 15.3 that | of COCON to the FCA was in force
deal with

COCON

breaches

Section 64C of | Notifying the FCA of
the Act and
SUP 15.11

disciplinary action

General material about certification

G ()

)

(3)

G (1)

)

G (1)

)

@)

SYSC 27.5.1R (Emergency appointments) allows a firm to appoint
someone (P) to perform a function which would normally be an
FCA-specified significant-harm function without P becoming a
certification employee. There is a maximum period for which the
appointment can last.

When calculating the maximum time period in (1), the firm need not
take into account any time spent by P before the general
commencement date performing what will become the FCA-
specified significant harm function in (1).

When a firm, after the end of the certification transitional period,
is calculating the maximum time period in (1), the firm should take
into account any time spent by P during the certification
transitional period performing the FCA-specified significant harm
function in (1).

SYSC 27.5.1R only applies where P (as referred to in SYSC TP
7.3.1G) is providing cover for a certification employee whose
absence is reasonably unforeseen.

SYSC 27.5.1R may still apply if the absence referred to in (1) began
before the general commencement date or during the certification
transitional period.

Some FCA-specified significant harm functions only apply where the
place of performance of the function has a connection with the
United Kingdom (for example, it is carried on there).

SYSC 27.5.3R (Temporary UK role (the 30-day rule)) allows a
person (P) to carry on a function for a firm that would normally be
an FCA-specified significant harm function because of its connection
with the United Kingdom without P becoming a certification
employee. There is a time limit on how long the firm can allow P to
do this.

When calculating the time limit in (2), the firm need not take into
account any time spent by P before the general commencement
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date performing functions with a United Kingdom connection.

4) When a firm, after the end of the certification transitional period,
is calculating the maximum time period in (1), the firm should take
into account any time spent by P during the certification
transitional period performing functions with a United Kingdom
connection.

Transitional provisions about regulatory references

R

1) If on the general commencement date an employee (P) is already
performing an FCA-specified significant harm function for an SMCR
firm (A), the obligation under SYSC 22 (Regulatory references) for A
to obtain a reference when issuing a certificate for P for that FCA-
specified significant harm function does not apply.

2 If there has been a significant change in P’s responsibilities forming
part of that FCA-specified significant harm function as compared to
the position on the general commencement date, paragraph (1)
ceases to apply from that time.

SYSC 22.2.1R (Obligation to obtain a regulatory reference) does not apply to
an application for approval as an approved person that:

1) is made before the general commencement date and is continued in
force by SUP TP 10.7 (In-flight applications: Conversion); or

(2 is made under SUP TP 10.15 (Applications of approved persons to
take effect from the commencement date).

SYSC 22.2.4R (Obligation to revise references) does not apply to references
given before the general commencement date.

Question (F) (disciplinary action) in Part One of SYSC 22 Annex 1R
(Template for regulatory references given by SMCR firms and disclosure
requirements) does not require disclosure of breaches of individual conduct
requirements referred to in question (F) if:

1) the disciplinary action referred to in that item took place before the
general commencement date; and

2 the firm’s records do not show whether the conduct that was subject

to disciplinary action amounted to a breach of those individual
conduct requirements.

Q) a firm (A) asks another firm (B) for a reference before the general
commencement date; but
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2 B gives the reference after that date;

SYSC 22 (Regulatory references) in the form it is in at the time in (2) applies

to B.

G  SYSC 22 in the form it is in after the general commencement date applies
to a reference requested or given after the general commencement date
even if the matters covered by the reference occurred before then.

Terms used in SYSC TP 7

R The terms in the first column of the table in SYSC TP 7.5.2R, where they
appear in bold in SYSC TP 7, have the meaning in the corresponding row of
column 2 for the purposes of SYSC TP 7.

R  Table: glossary of bespoke terms used in SYSC TP 7

Part One: General

Defined term

Meaning

insurance sector

a firm is in the insurance sector if it is in the insurance
sector under Part Three of SYSC 23 Annex 1 (Definition of
insurance sector).

Part Two: Dates

Defined term Meaning: Insurers Meaning: Others
certification [12018to[]2019 [the |[]2019to[] 2020 [the one year
transitional one year period period following the main
period following the main commencement date for solo-

commencement date for | regulated firms]

insurers]
general [ 12018 [the main [ 12019 [the main
commencement commencement date for | commencement date for solo-
date insurers] regulated firms]

Note (1): Column (2) (Insurers) applies to a firm in the insurance sector (to the
extent that SYSC TP 7 applies to such firms).

Note (2): Column (3) (Others) applies to a core SMCR firm, an enhanced scope
SMCR firm and a limited scope core SMCR firm.
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Part 3: Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

[Editor’s note: This Part takes into account changes proposed in Parts 1 and 2 of this Annex,
as well as assuming the changes proposed in CP17/25 and 17/26 have been made.]

1 Application and purpose
1.1A Application
1.1A.1 G  The application of this sourcebook is summarised at a high level in the

following table. The detailed application is cut back in SYSC 1 Annex 1 and
in the text of each chapter.

Type of firm

Applicable chapters

Insurer

Chapters 2, 3, 12 to 18, 21, 22, 23, 24, 25, 26, 27

Managing
agent

Chapters 2, 3, 11, 12, 18, 21, 22, 23, 24, 25, 26, 27

Society

Chapters 2, 3, 12, 18, 21, 22, 23, 24, 25, 26, 27

Any other
SMCR firm

Every other
firm

Chapters 4 to 12, 18, 19D, 21, 22, 23, 24, 25, 26, 27

1.1A.1A G  The application of this sourcebook to firms that are not PRA-authorised
persons is summarised at a high level in the following table. The detailed
application is cut back in SYSC 1 Annex 1 and in the text of each chapter.

Type of firm

Applicable chapters

Full-scope UK
AIFM

Chapters 4 to 10, 12, 18, 19B, 21, 22, 23, 24, 25, 26, 27

BIPRU firm

Chapters 4 to 10, 12, 18, 19C, 20, 21, 22, 23, 24, 25, 26, 27
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(including a
third-country
BIPRU firm)

IFPRU Chapters 4 to 10, 12, 18, 19A, 20, 21, 22, 23, 24, 25, 26, 27
investment
firm (including
an overseas
firm that would
have been an
IFPRU
investment
firm if it had
been a UK
domestic firm)

Compliance, internal audit and financial crime

Internal audit

G
@) i that | firmthed Laudit function |
Ned-function itself_but i 4 I I
function (CF28).

3) For an SMCR firm that is a PRA-authorised person, the internal audit
function is a PRA controlled function (SMF5). For an enhanced
scope SMCR firm it is an FCA controlled function (SMF5).

Risk control
Risk control
G

4 For an SMCR firm that is a PRA authorised person, the risk
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management function is a PRA controlled function (SMF4). For an
enhanced scope SMCR firm it is an FCA controlled function.

Risk control: additional guidance

Risk control: guidance on governance arrangements

Chief Risk Officer

G
2 Firms will need to seek the appropriateregulater's FCA'’s or PRA s

(as appropriate) approval for a Chief Risk Officer to perform:

@ (for an SMCR firm that is a PRA-authorised person) the
PRA’s Chief Risk Function controlled function; or

(b) (for any-etherfirm an enhanced scope SMCR firm) the

systems and controls function (see SUP 10A (FCA approved
persens)) chief risk officer function.

Regulatory references

Giving references: additional rules and guidance for all firms

Breach of APER

Criminal record checks

G  Afirmgiving a reference need not include information from a criminal
records check it has carried out under Part V of the Police Act 1997
(Certificates of Criminal records, etc). The recruiting firm should carry out a
criminal records check itself if necessary. SUP 10C.10.16R requires an
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SMCR firm to carry out such a check when appointing an SMF manager o+.
SYSC 23.4 (Criminal record checks for certain directors) also requires

certain SMCR firms to carry out a criminal records check when appointing a

board director who is not an approved person.

22.8 Additional rules and guidance for all firms

22.8.4 R When an SMCR firm is permitting or appointing someone to perform a
controlled function whose approval is given under SUR-10A-1-15R-erSUP

10A.1.16R (appointed representatives of SMCR firms) SUP 10A (FCA

Approved Persons in Appointed Representatives), the requirements of this

chapter for firms that are not SMCR firms apply in place of the requirements

that only apply to SMCR firms.

22.8.5 G  Afirm should ensure its appointed representative complies with the
requirements of this chapter when the appointed representative appoints an

approved person under SUP-10A115Rt6-SUP10A- 1. 16BR (appeinted

representatives) SUP 10A.

22 Annex  Factors to take into account when asking for and giving regulatory

2 references

Matters to take into account

Comments

(C) Section 5 of the relevant Form A in SUR
A/ Applicati :
controled-functions-tnderapproved-persons
reghme)-or SUP 10C Annex 3 (Application to
perform senior management functions)

23 Senior managers and certification regime: Introduction and classification

23.3 Overview of the senior managers and certification regime
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23.3.2 G  Thetable in SYSC 23.3.3G gives more details about each of those three
elements. The first two columns of the table apphies apply to all firms. The
third column only covers firms that are not regulated by the PRA.
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Annex D
Amendments to the Code of Conduct sourcebook (COCON)
In this Annex, underlining indicates new text and striking through indicates deleted text.

[Editor’s note: Text takes into account the amendments proposed in the instrument in
CP17/25 and 17/26 as if it was made.]

Part 1: Comes into force [ ] 2018 [main commencement date for insurance firms]

1 Application and purpose

1.1 Application

1.1.8 G

1.18A R (1) This rule applies to a person (P):

(a) who is an approved person approved to perform a controlled
function under SUP 10A.1.15R to SUP 10A.1.16BR
(appointed representatives) in relation to an SMCR firm (F);
and

(b)  towhom COCON also applies in P’s capacity as:

() an SMF manager of F; or

(if)  another person of the type listed in column one of the
table in COCON 1.1.2R (Table: To whom does
COCON apply?) where F is the SMCR firm referred
to in that column.

(2) COCON does not apply to conduct of P to the extent that:

(a) that conduct relates to the performance by P of functions:
() in (1)(a); or

(ii)  inrelation to the carrying on of a regulated activity by
the appointed representative who is P’s APER

employer; and
(b)  APER applies to that conduct.

1 Annex Guidance on the role and responsibilities of non-executive directors of SMCR

Page 66 of 495



1G

4.3

FCA 2018/XX

firms subject to COCON

General approach to the role of a NED

Although NEDs who are subject to the senior management regime for SMF

managers or-the-approved-persons-regimeforiasurers have individual duties

under that regime, the FCA views the regime and its application as consistent with
the principle of collective decision-making.

Part 2: Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

[Editor’s note: Text in this Part takes into account the changes proposed in Part 1 of this

Annex.]

11

1.1.8A

Application and purpose

Application

R (1) This rule applies to a person (P):

@ who is an approved person approved to perform a controlled
function under SURP-10A-1-15Rt6- SUP-10A-1-16BR
{appointed-representatives) SUP 10A (FCA Approved
Persons in Appointed Representatives) in relation to an
SMCR firm (F); and

Part 3: Comes into force [ ] 2020 [one year after main commencement date for solo-
regulated firms]

[Editor’s note: The material we are proposing to include in this Part of the annex is the
material that is shown in the draft Restatement Instrument included in this CP (which shows
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how the text proposed in the instrument included in CP17/25 and 17/26 will be commenced)
as coming into force on this date.]
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Annex E
Amendments to the Threshold Conditions (COND)
In this Annex, underlining indicates new text and striking through indicates deleted text.

Part 1: Comes into force [ ] 2018 [main commencement date for insurance firms]

2 The threshold conditions

2.5 Suitability

2.5.3 G (1)  The emphasis of the threshold conditions set out in paragraphs 2E
and 3D of Schedule 6 of the Act is on the suitability of the firm itself.
The suitability of each person who performs a controlled function
will be assessed by the FCA and/or the PRA, as appropriate, under
the approved persons regime (in relation to an FCA-approved

persons in SMCR firms) and FIT). In certain circumstances,
however, the FCA may consider that the firm is not suitable because
of doubts over the individual or collective suitability of persons
connected with the firm.

2.5.6 G  Examples of the kind of particular considerations to which the FCA may
have regard when assessing whether a firm will satisfy, and continue to
satisfy, the threshold condition include, but are not limited to, whether:

@) the firm has put in place procedures which are reasonably designed
to:

(b) ensure that its approved persons and, in the case of relevant
authorised-persons SMCR firms, the rest of its conduct rules

staff are aware of those requirements and standards under the
regulatory system applicable to them, whether or not they are
employed by the firm;
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(d) determine that its approved persons and, in the case of
relevant-autherisedpersens SMCR firms, the rest of its
conduct rules staff, are adhering to those requirements and
standards;

those persons who perform controlled functions under certain
arrangements entered into by the firm or its contractors (including
appointed representatives or, where applicable, tied agents) act with
due skill, care and diligence in carrying out their controlled function
(see APER 4.2 (Statement of Principle 2) or COCON 2.1.2R or
managing the business for which they are responsible (see APER 4.7
(Statement of Principle 7) or COCON 2.2.2R, as applicable);

Part 2: Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

2 The threshold conditions
2.5 Suitability
2.5.3 G (1 The emphasis of the threshold conditions set out in paragraphs 2E

and 3D of Schedule 6 of the Act is on the suitability of the firm itself.
The suitability of each person who performs a controlled function
will be assessed by the FCA and/or the PRA, as appropriate, under
the approved persons regime (in relation to an FCA-approved
person, see SUP 10A (FCA Approved Persons in Appointed
Representatives), SUP 10C (FCA senior managers regime for
approved persons in SMCR firms) and FIT). In certain
circumstances, however, the FCA may consider that the firm is not
suitable because of doubts over the individual or collective
suitability of persons connected with the firm.
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Annex F

Amendments to the Statements of Principle and Code of Practice for Approved Persons

(APER)

In this Annex, underlining indicates new text and striking through indicates deleted text.

Part 1: Comes into force [ ] 2018 [main commencement date for insurance firms]

1.1A Application

Who?
1.1A.1 R APER applies to FCA-approved persons and-PRA-approved-persens who
fal-under(1)-er{(2) are either:
1) approved persons of firms that are not: SMCR firms; or

(2)

11A1A G (1)

)

What?

11A2 R (1)

® I . " liroctive | ;

approved persons approved to perform a controlled function in SUP

10A.1.15R to SUP 10A.1.16BR (appeintedrepresentatives

appointed representatives).

APER does not apply to FCA-approved persons erPRA-approved
persons of relevantavthortsed-persons—Selveney-H-firms-or-smalt
non-directive-tnsurers SMCR firms. COCON applies instead. Ferthe
prrpases-of ARER-{and SYSC-SURL0A-COCON-and-DERP)-a

Ial 'ﬁg. &hoR d'ﬁ' ect "Ie HASU e'ﬁ.'s tl.eateel as-ang-tRcludecin-the Glossary

However, APER applies to approved persons approved to perform a
controlled function under SUP 10A.1.15R to SUP 10A.1.16BR

(appointed-representatives appointed representatives) even if the
appointed representative s principal is arelevant-authorisedpersen
or-Solveney-H-firm an SMCR firm.

APER applies to the performance by an approved person of:

@) FCA controlled functions in SUP 10A (FCA Approved
Persons) (whether or not approval has been sought and
granted)-and .

by  PRA-controledfunctions{whetherornotapproval-has-been
sought-and-granted):
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i rolati I horised in rolati hich i
is an approved person.

(2) APER also applies to the performance by an approved person of any
other functions in relation to the carrying on of a regulated activity

by the-authorised-personsreferred-to-in{1) their approved person
employer.

3) Subject to (4), APER does not apply to conduct to which COCON

applies.

(4)  APER applies to conduct to which COCON does not apply under

COCON 1.1.8AR (To what conduct does it apply?).

Coverage of APER

G  APER 1.1A.7G gives examples of the effect of APER 1.1A.1R and APER
1.1A.2R. The first column says whether the example involves an FCA-

approved person in reIatlon to one or two flrms and—the—seeenel—eelwnn—says

second column explalns what functlons APER covers in the scenario set out
in the first tweeelrumns column Jihetableu@dhﬂded—betweenease&m

Table: Examples of what activities ARER APER covers

Coverage of ARER APER

Applies to the FCA controlled function. Also
applies to any other function performed for firm
A in relation to the carrying on by firm A of a
regulated activity even if it is not a controlled
function.

FCA PRA

approved approved
FCA-authorised person
(1) Yes, in Netappheable
relation to
firm A
(2) Yes, in Notapphicable
relation to
firm A. No, in
relation to
firm B,

In relation to firm A, the answer is the same as
for scenario (1). However, APER does not apply
to any function that the approved person carries
on in relation to firm B even if that function
relates to regulated activities carried out by firm
B. However, if the function that he-performs
they perform in relation to firm B is a controlled
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function the approved person and firm B may be
subject to legal sanctions (see SUP 10A.13.1G
to SUP 10A.13.2G).
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G (1 A person may be an approved person in relation to more than one
firm. When that is the case, APER applies in relation to all those
firms.

2 APER does not apply if the firm is a+relevant-authorised-person-ora
Selveney-H-firm an SMCR firm, except for approved persons of an

appointed representative of arelevantauthorised-person—a-Selvency
H-firm-or-a-smal-non-directive-tasurer an SMCR firm.

3) If a person is an approved person of a firm (A) that is not a+relevant
horised | I ; f liroctive |
an SMCR firm and also of another firm (B) that is eithera-relevant
horiced | I ; 1 liroctive |
an SMCR firm, the result is:

@) APER applies to the approved person in relation to firm A;
and

(b) COCON applies to the approved person in relation to firm B.
G (1)  APER 1.1A refers to the-authorised-person-in-relation-to-which-a

persen-s an approved person_s approved person employer. It also
refers to an approved person of a firm.

Code of Practice for Approved Persons: general

Introduction

G  Statements of Principle 1 to 4 apply to all approved persons. A person
performing an accountable higher management function is also subject to
the additional requirements set out in Statements of Principle 5to 7 in
performing that accountable function. Those responsible under SYSE€213R
or SYSC 4.4.5R (Apportionment of responsibilities) for the firm’s
apportionment obligation will be specifically subject to Statement of
Principle 5 (and see, in particular, APER 4.5.6G). In addition, it will be the
responsibility of any such approved person to oversee that the firm has
appropriate systems and controls under Statement of Principle 7 (and seg, in
particular, APER 4.7.3G).

Code of Practice for Approved Persons: specific

Statement of Principle 5
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In the case of an approved person who is responsible under S¥S€21-3R{1)
of SYSC 4.4.5R(1) for dealing with the appointment of responsibilities under
SYSC2.1-1Rer SYSC 4.4.3R, failing to take reasonable care to maintain a
clear and appropriate apportionment of significant responsibilities among
the firm’s directors and senior managers falls within APER 4.5.2G.

Statement of Principle 7

Failing to take reasonable steps to implement (either personally or through a
compliance department or other departments) adequate and appropriate
systems of control to comply with the relevant requirements and standards
of the regulatory system in respect of the regulated activities of the firm in
question (as referred to in Statement of Principle 7) falls within APER
4.7.2G. In the case of an approved person who is responsible, under S¥SS
213R{2)-er SYSC 4.4.5R(2), with overseeing the firm’s obligation under
SYSE3-+1Rer SYSC 4.1.1R, failing to take reasonable care to oversee the
establishment and maintenance of appropriate systems and controls falls
within APER 4.7.2G.

In the case of the money laundering reporting officer, failing to discharge
the responsibilities imposed on them by the firm in accordance with S¥SC
3264R-er SYSC 6.3.9R falls within APER 4.7.2G.

In the case of an approved person performing an accountable higher
management function responsible for compliance in respect of the following
provisions, failing to take reasonable steps to ensure that appropriate
compliance systems and procedures are in place falls within APER 4.7.2G:

1) SYSC-3:2.8R:-or [deleted]

Review and improvement of systems and procedures

G

Where independent reviews of systems and procedures have been
undertaken and result in recommendations for improvement, the approved
person performing an accountable higher management function should
ensure that, unless there are good reasons not to, any reasonable
recommendations are implemented in a timely manner (APER 4-710G
4.7.8G). What is reasonable will depend on the nature of the inadequacy and
the cost of the improvement. It will be reasonable for the approved person
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performing an accountable higher management function to carry out a cost
benefit analysis when assessing whether the recommendations are
reasonable.

Part 2: Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

[Editor’s note: Text in this Part takes into account the changes proposed in Part 1 of this

Annex.]

1A

1.1A1

1.1A1A

1.1A.2

1.1A6

Application

Who?

R APER applies to FCA-approved persons who are either:

&)  approvedpersons approved to perform a controlled function in SUPR
10A.1.15R to SUP 10A.1.16BR (appointed representatives) SUP
10A (FCA Approved Persons in Appointed Representatives).

G
p#mew—sanéMGR—ﬁm |deleted|

What?

R (1) APER applies to the performance by an approved person of FCA
controlled functions in SUP 10A (FCA Approved Persons in
Appointed Representatives) (whether or not approval has been
sought and granted) .

(5)  APER does not apply to conduct unless it is within the scope of
section 64A(5) of the Act (Rules of conduct).

Coverage of APER
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Lai hat § ) in 4 ) in the fi
eolumn: [deleted]

1.1A8 G
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1A refersto-A-(and-not B). [deleted]

Replace the defined term “firm” wherever it appears in APER 2, APER 3 and APER 4 with
the defined term “APER employer”. This change is not made in those provisions of APER
amended in the following portion of this Part.

3.1 Introduction

3.1.7A G  Statements of Principle 1 to 4 apply to all approved persons. A person
performing an accountable higher management function is also subject to
the additional requirements set out in Statements of Principle 5to 7 in

performlng that accountable functlon 3Fhese+espens+ble+mder%¥§@4—45R

3.1.7B G (1)  Statements of Principle 1 to 4 apply to an approved person’s conduct
in relation to:

(a) the appointed representative for which they work; and

(b)  things directly done for their approved person employer.

(2)  Statements of Principle 5 to 7 only apply to an approved person’s
management functions in relation to the appointed representative for
which they work.

3.19 G (1)  This paragraph deals with an approved person whose accountable
functions form part of:

(a) activities of their APER employer; or

(b) circumstances relating to their APER employer;

that are subject to the code and guidance in (2).

(2) Uk-domesticfirms A business that has its registered office (or, if it
has no registered office, its head office) in the United Kingdom with
a premium listing of equity shares are is subject to the UK Corporate
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Governance Code, whose internal control provisions are amplified

in the publication entitled ‘Guidance on Risk Management, Internal
Control and Related Financial and Business Reporting (September

2014)’ issued by the Financial Reporting Council. Fims+egulated

byt in thi " bi I I 1

the requirements and standards of the regulatory system.

(3) 41 Where (1) applies, in forming an opinion whether approved
persons have complied with s the requirements of the regulatory
system, the FCA will give due credit for their following
corresponding provisions in the UK Corporate Governance Code
and related guidance.

4.5 Statement of Principle 5

45.2 G Inthe opinion of the FCA, conduct of the type described in APER 4.5.3G,
APER 4.5.4G-ARER4.5:6G or APER 4.5.8G does not comply with
Statement of Principle 5.

4.5.6 G
45.7 G
@) Eaili I | ol hat t inifi
responstbihttes-have-notbeen-clearbyapportioned: [deleted]
4.7 Statement of Principle 7
4.7.3 G  Failing to take reasonable steps to implement (either personally or through a

compliance department or other departments) adequate and appropriate
systems of control to comply with the relevant requirements and standards
of the regulatory system in respect of the regulated activities of the firm
APER employer in question (as referred to in Statement of Principle 7) falls

within APER 4.7.2G. In-the-case-of an-approved-person-whe-is-respensible;
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4.7.9 G
4.7.10 G
4711A G
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Annex G

Amendments to the Fit and Proper test for Employees and Senior Personnel sourcebook
(FIT)

[Editor’s note: We are not consulting on any changes to FIT except for those in the draft
Restatement Instrument included with this CP (which deals with how the changes in the
CP17/25 and 17/26 instrument will be commenced).]
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Annex H
Amendments to the Training and Competence sourcebook (TC)
In this Annex, underlining indicates new text and striking through indicates deleted text.

Comes into force [ ] 2018 [main commencement date for insurance firms]

2 Competence

2.1 Assessing and maintaining competence

Notification requirements

2.1.31 R A firm must notify the FCA as soon as reasonably practicable after it
becomes aware, or has information which reasonably suggests, that any of
the following events has occurred or may have occurred in relation to any of
its retail investment advisers, and the event is significant:

3) a retail investment adviser has failed to comply with a-Statement-of
Principle-APER or COCON (as applicable) in carrying out their

controlled function erhas-faHed-to-comply-with-COCON-(as
appheable); and

App 6 Accredited bodies
App 6.1 Accredited bodies
6.1.1 G

Carrying out effective verification services

12. The FCA will expect an accredited body to have in place effective
procedures for carrying out its verification activities. These should
include:
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(1) | verifying that each retail investment adviser who is a
member of or subscriber to the accredited body ’s verification
service has made an annual declaration in writing that the
retail investment adviser has, in the preceding 12 months,

complied with APER orfera-relevantauthorised-persen;
comphied-with COCON (as applicable) and completed the

continuing professional development required under TC
2.1.15R;

14.

(b) a false declaration in relation to a retail investment adviser’s
compliance with APER or COCON (as applicable). +-e¥

Having appropriate systems and controls in place and providing
evidence to the FCA of continuing effectiveness

17. The FCA will expect an accredited body to have a code of ethics
and to ensure that its code of ethics and verification service terms
and conditions do not contain any provisions that conflict with
APER or COCON (as applicable).

Sch 2 Notification requirements

Sch 2.1 G

Handbook | Matter to be Contents of Trigger event Time
reference notified notification allowed

(3) aretalil
investment
adviser has
failed to
comply with a
Statement-of
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Annex |
Amendments to the General Provisions (GEN)
In this Annex, striking through indicates deleted text.

Comes into force [ ] 2018 [main commencement date for insurance firms]

Sch 4 Powers exercised

Sch 4.2 G  Powers to make rules

The following powers and related provisions in or under the Act have been
exercised by the FCA to make the rules in GEN:

Section 60A (Vetting of candidates by relevant authorised
persons)

Sch 4.7 G  Powers to direct, require or specify

The following powers and related provisions in the Act have been exercised
by the FCA in GEN to direct, require or specify:

Section 63ZA (Variation of senior manager’s approval at request

of relevant authorised person)

Section 63E (Certification of employees by relevant authorised
persons)

Section 64C (Requirement for relevant authorised persons to
notify regulator of disciplinary action)
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Annex J
Amendments to the Prudential sourcebook for Investment Firms (IFPRU)
In this Annex, underlining indicates new text and striking through indicates deleted text.

Part 1: Comes into force [ ] 2018 [main commencement date for insurance firms]

2 Supervisory processes and governance
2.4 Reporting of breaches
2.4.2 G  SYSC 18 (Whistleblowing) contains requirements on UK relevant-autherised

persens SMCR dual regulated banking sector firms and certain insurers (See
SYSC 18.1.1AR) in relation to the adoption and communication of
appropriate internal procedures for handling reportable concerns as part of
an effective risk management system. SYSC 18.1.1CG provides that firms
not otherwise subject to SYSC 18 may nonetheless wish to adopt the
provisions in that chapter as best practice.

Part 2: Comes into force []2019 [main commencement date for solo-regulated firms]

4 Credit risk

4.3 Guidance on internal ratings based approach: high level material

Corporate governance

4.3.8 G

2 The FCA expects an appropriate individual in a significant-influence
function designated senior management function role to provide to

the FCA on an annual basis written attestation that the rating system
permissions required by the EU CRR have been carried out
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appropriately.

[Note: see articles 189 and 20(6) of the EU CRR and article 3(1)(7)
of CRD]

Page 88 of 495



FCA 2018/XX

Annex K

Amendments to the Prudential sourcebook for Mortgage and Home Finance Firms, and
Insurance Intermediaries (MIPRU)

In this Annex, underlining indicates new text and striking through indicates deleted text.

Comes into force [ ] 2018 [main commencement date for insurance firms]

2 Insurance and MCD mediation activity: responsibility, knowledge, ability
and good repute

2.2 Allocation of the responsibility for insurance mediation activity or MCD
credit intermediation activity

2.2.2 R

(3  isnota-non-executive-directorand

b) is-an-approved person-of that firm. [deleted]
2.2.3 G &

Page 89 of 495



FCA 2018/XX

F. 1 - |. - ! - - [ 1;E |. - |. -
vy i - [deleted]
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Annex L
Amendments to the Conduct of Business sourcebook (COBS)
In this Annex, underlining indicates new text and striking through indicates deleted text

Part 1: Comes into force [ ] 2018 [main commencement date for insurance firms]

19 Pensions supplementary provisions
195 Independent governance committees (IGCs)
19.5.8 G (1 A firm should consider allocating responsibility for the management

of the relationship between the firm and its IGC to a person at the
firm holding an FCA significant-influence function or designated
senior management function.

Part 2: Comes into force []2019 [main commencement date for solo-regulated firms]

19 Pensions supplementary provisions
195 Independent governance committees (IGCs)
19.5.8 G (1 A firm should consider allocating responsibility for the management

of the relationship between the firm and its IGC to a person at the

firm holding ar-FCA-significant-influence-funetion-or a designated

senior management function.
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Annex M
Amendments to the Client Assets sourcebook (CASS)
In this Annex, underlining indicates new text and striking through indicates deleted text.

Part 1: Comes into force [ ] 2018 [main commencement date for insurance firms]

1A CASS firm classification and operational oversight
1A.3 Responsibility for CASS operational oversight
1A3.1 R

2 A CASS small firm that is not a+relevant-authorised-person an SMCR

firm must make the allocation in (1) to a director or senior manager
who is approved to perform a significant influence function for that
firm.

1A3.1-A G  The material in CASS 1A.3.1BG about how CASS 1A.3 fits into the FCA
apprevedpersens senior managers and certification regime for relevant
authorised-persons SMCR firms also applies to a CASS small firm and the
function in CASS 1A.3.1R. However:

1) the function in CASS 1A.3.1R is not an FCA specified significant-
harm function; and

(2 the person performing that function will not necessarily be subject to
the employee certification regime described in SYSC 27

{Certification-Reghme) (Senior managers and certification regime:

Certification regime).

1A.3.1B G 1 €)) CASS 1A.3.1AR describes the FCA controlled function
known as the CASS operational oversight function (CF10a).
The table of FCA controlled functions in SUP 10A.4.4R
together with SUP 10A.7.9R specify the CASS operational
oversight function as an FCA required function for a firm to
which CASS 1A.3.1AR applies.

(b) The CASS operational oversight function does not apply to a
relevant-autherised-persen an SMCR firm. For an SMCR
firm, the function in CASS 1A.3.1AR is not a separate
controlled function and performing that function does not
require approval as an approved person. Paragraphs (1A) to
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(4) describe how CASS 1A.3.1AR applies to SMCR firms.

However, nothing in paragraphs (1A) to (4) affects the
requirement for that function to be allocated to a single
director or senior manager of sufficient skill and authority in
accordance with CASS 1A.3.1AR and CASS 1A.3.2AR.

There are three elements of the regime for SMCR firms that are

)

particularly relevant to CASS 1A, although they do not all apply to

all SMCR firms:

(a)

(@)

(b)

(©)

(d)

a firm’s obligation to allocate certain responsibilities to its
SMF managers (see SYSC 24 (Senior managers and
certification regime: Allocation of prescribed
responsibilities));

a firm’s obligation to ensure that one or more of its SMF
managers have overall responsibility for each of its activities,
business areas and management functions (see SYSC 26
(Senior managers and certification regime: Overall and local
responsibility)); and

the certification regime (see SYSC 27 (Senior managers and
certification regime: Certification regime)).

fiem that i | horised y

: . | corming that f or .
approval-as-an-appreved-persen- This paragraph (2) explains
how CASS 1A.3.1AR applies to an SMCR firm to which
SYSC 24 and SYSC 26 both apply.

A-UK-relevantadthorised-person The firm must allocate
everaH responsibility for the firm’s compliance with CASS to

one of its SMF managers (see S¥SC4-£5R SYSC 24.2.1R).
That responsibility is an “FCA-prescribed senior
management responsibility”. The full list of FCA-prescribed
senior management responsibilities is in the table in SYSC
24.2.6R.

A-UK-relevantauthorised-person The firm may allocate the
function in CASS 1A.3.1AR to the SMF manager in (b).

A-UK-relevantauthorised-person The firm may allocate the

CASS FCA-prescribed senior management responsibility
described in (b) to an SMF manager who does not perform

any other function coming within the FCA approved-persens

regime for relevant-autherised-persons SMF managers in
SMCR firms. See SUP 10C.7 (Other overall responsibility

function (SMF18)) and SUP 10C.8.1R (Other local
responsibility function (SMF22)) for details. Where this is
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the case, the manager will be performing the other overall
responsibility function or the other local responsibility
function.

A-UK-relevantauthorisedpersen The firm may choose to

allocate the function in CASS 1A.3.1AR to someone who is
not an approved person and SMF manager. If so:

(1 that person will be subject to the employee
certification regime described in SYSC 27 (Senior
managers and certification regime: Certification
regime);

(i) that person will be subject to supervision by the SMF
manager in (b); and

(i) the function in CASS 1A.3.1AR will be the CASS
oversight FCA specified significant-harm function in
SYSC 27.7.1R.

au%hemed—pe%sen—wﬁsree%nmﬁemnees In relatlon to an SMCR

firm to which SYSC 24 applies but SYSC 26 does not apply, the

guidance in sub-paragraphs (2)(b), (2)(c), and 2(e) applies, but the

guidance in sub-paragraph (2)(d) does not apply.

7

(6}
te}

(a)

(b)

(©)

(d)

The position of an incoming-EEA-firm-that-has-a-top-up
permission-SMCR firm to which neither SYSC 24 nor SYSC

26 apply is slightly different.

The firm may choose to allocate the function in CASS
1A.3.1AR to an SMF manager.

The firm may instead choose to allocate the function in CASS
1A.3.1AR to someone who is not an SMF manager.

Where (c) applies, the person performing the function in
CASS 1A.3.1AR will fall into the certification regime.

I G’I‘ p|ese|_|bee| SEeRIGH |a|F|_agen||ent| Fesponsibitities el_e |_|el:.
. ) : e should | '
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® : ibilin § fall within. i F

@ pavi ibilin § ol |
any-controled-function:

R If, at the time a firm that is not arelevantautherisedpersen an SMCR firm

becomes a CASS medium firm or a CASS large firm in accordance with
CASS 1A.2.12 R(1) or CASS 1A.2.12 R(2), the firm is not able to comply
with CASS 1A.3.1AR because it has no director or senior manager who is
an approved person in respect of the CASS operational oversight function,
the firm must:

G O

)

(3)

(4)

(5)

CASS 1A.3.1CR provides a grace period for a firm that is not a
relevant-autherised-persoen an SMCR firm to apply for someone to be

approved to perform the CASS operational oversight function.

There is no equivalent to CASS 1A.3.1CR for a-relevantauthorised
persen an SMCR firm, because a person does not need specific FCA
approval before carrying out the function. This is explained in (3) to
(5), below.

As explained in CASS 1A.3.1BG(2), the function in CASS 1A.3.1AR
is not, by itself, a controlled function.

Therefore, if an approved person is to perform the function for a

relevant-autherisedpersen an SMCR firm, it can be allocated to any

director or senior manager who is already an approved person who
is suitable to carry it out.

If the function is to be carried out by a certification employee:

(b) the firm should:

(1) either issue them with a certificate under SYSC 27
(Senior managers and certification regime:
Certification regime) before the firm becomes a CASS
medium firm or a CASS large firm; or

Debt management client money chapter
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Responsibility for CASS operational oversight

CASS small debt management firm other than a not-for-profit debt advice body

R

()

A firm that is not arelevant-autherised-perser an SMCR firm must

make the allocation in (1) to a director or senior manager approved

to perform a significant-influenee senior management function in

relation to that firm.

CASS large debt management firm: the CASS operational oversight function

(CF10a)
G

(3)

(4)

(4A)

In the case of a firm that is not arelevant-autherised-person an

SMCR firm, the director or senior manager in (2) should be an

approved person under the approved-persons senior managers
regime provided for in SUP.

However, the CASS operational oversight function does not apply to

a-relevantavthorisedpersen an SMCR firm.
For an SMCR firm, the function in CASS 11.3.4R is not a separate

(4B)

controlled function and performing that function does not require
approval as an approved person. Paragraphs (5) to (11) describe how
CASS 11.3.4R applies to such firms.

There are three elements of the regime for SMCR firms that are

()

particularly relevant to CASS 11.3, although they do not all apply to
all SMCR firms:

(@  afirm’s obligation to allocate certain responsibilities to its
SMF managers (see SYSC 24 (Senior managers and
certification regime: Allocation of prescribed
responsibilities));

(b)  afirm’s obligation to ensure that one or more of its SMF
managers have overall responsibility for each of its activities,
business areas and management functions (see SYSC 26
(Senior managers and certification regime: Overall and local
responsibility)); and

©) the certification regime (see SYSC 27 (Senior managers and
certification regime: Certification regime)).

' 9.' a_ Hem thatis a 'ele"a"tal"tll'el ”lsegd Persen Hlle 'HE“GE'G.“ “'l CASS
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Paraqraphs (6) to (9) explaln how CASS 11.3. 4R applles to an SMCR
firm to which SYSC 24 and SYSC 26 apply.

A-relevantauthorisedpersen The SMCR firm must allocate everal
responsibility for the firm’s compliance with CASS to one of its SMF

managers (see SYSC4-#5R SYSC 24.2.1R). That responsibility is an
“FCA-prescribed senior management responsibility”. The full list of
FCA-prescribed senior management responsibilities is in the table in
SYSC 24.2.6R.

A-relevantauthorisedpersen The SMCR firm may allocate the
function in CASS 11.3.4R to the SMF manager in (6).

A-relevantauthorisedpersen The SMCR firm may allocate the CASS

FCA-prescribed senior management responsibility described in (6)
to an SMF manager who does not perform any other function
coming within the FCA approvedpersens senior managers and
certification regime for relevant-autherised-persons SMCR firms.
See SUP 10C.7 (Other overall responsibility function (SMF18)) and
SUP 10C.8.1R (Other local responsibility function (SMF22)) for
details.

A-relevantauthorisedpersen The SMCR firm may choose to allocate

the function in CASS 11.3.4R to someone who is not an approved
person and SMF manager. If so:

@) that person will be subject to the employee certification

regime described in SYSC 27 (Certification-Regime Senior

managers and certification regime: Certification regime);

(b) that person will be subject to supervision by the SMF
manager in (6); and

(©) the function in CASS 11.3.4R will be the CASS oversight
FCA specified significant-harm function in SYSC 27.7.1R.

Felevan{—auﬂ%ed—pepsen—wmh%ertanm In relatlon to an
SMCR firm to which SYSC 24 applies but SYSC 26 does not apply

the quidance in paragraphs (6), (7) and (9) applies, but the guidance
in paragraph (8) does not apply.
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@ The position of an ircoming-EEA-firm-that-has-a-tep-up
permission SMCR firm to which neither SYSC 24 nor SYSC

26 apply is slightly different.

(b) The firm may choose to allocate the function in CASS
11.3.4R to an SMF manager.

(©) The firm may instead choose to allocate the CASS function to
someone who is not an SMF manager.

(d) Where (c) applies, the person performing the function in
CASS 11.3.4R will fall into the certification regime.

If, at the time a CASS debt management firm that is not a+relevant
authorised-person an SMCR firm becomes a CASS large debt management
firm in accordance with CASS 11.2.8R, the firm is not able to comply with
CASS 11.3.4R because it has no director or senior manager who is an
approved person in respect of the CASS operational oversight function, the

firm must:

1) CASS 11.3.5R provides a grace period for a firm that is not a+relevant
authorised-person an SMCR firm to apply for someone to be
approved to perform the CASS operational oversight function.

(2 There is no equivalent to CASS 11.3.5R for arelevant-autherised
persen an SMCR firm, because a person does not need specific FCA
approval before carrying out the function. This is explained in (3) to
(5), below.

3 As explained in CASS 11.3.3G, the function in CASS 11.3.5R is not,
by itself, a controlled function.

4 Therefore, if an approved person is to perform the function for a

relevant-autherisedpersen an SMCR firm, it can be allocated to any

director or senior manager who is already an approved person who
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Is suitable to carry it out.

Part 2: Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

1A
1A3

1A3.1

1A3.1-A

1A.3.1B

CASS firm classification and operational oversight

Responsibility for CASS operational oversight

R

2 A—GASS—sm&H—ﬁm—that—l&ne{—an%MGR—Mm—must—make—the

pe#epm-a—sqgnmean{—mﬂaenee—funenen—tepﬂm [ deleted |

The material in CASS 1A.3.1BG about how CASS 1A.3 fits into the FCA
senior managers and certification regime for SMCR firms also applies to a
CASS small firm and the function in CASS 1A.3.1R. However—

@ he function.i ifiod sianifi

the-person-performing that function will- notnecessarily-be subject-to
the employee certification regime :elese| thed-1n SYSC-24-{Senior
|nanage_|ls_a|_n_el e;e.'““ea“e“ regime-—-/Hocation-otprescribed

The approved-persens senior managers regime and the certification regime

G

1) @ CASSHA3AAR deseribes-the FCA-controled-function
I : ional ight function { )
I " 2 i o onal
oversightfunetion-as-an-FCA-reguiredtunctionforatirm-to

which-CASS-1A-3-1AR-applies: This paragraph CASS
1A.3.1BG describes how CASS 1A.3.1AR applies to SMCR

firms.

(b) The CASS operational oversight function does not apply to
an-SMCRfirm—oran-SMCR-firm-the The function in CASS

1A.3.1AR is not a separate controlled function and
performing that function does not require approval as an
approved person. Paragraphs{1A)-to-{4)-describe-how-CASS
1A31ARapphiesto-SMCR-firms:
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1A.3.1C R Hatthetimeafirm-thatis-notanSMCR-firm-becomes-a-CASS-medium-firm

1A.3.1D G & CASSIAIICRprovidesagraceperodforatirmthatisnotan

{a}  FCA approval is not needed because performance of a role
hat fall intot e o d i
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i) e the functi itabl I
pendingssue-of-the-certificate: [deleted]

R (1) Subject to (2), a firm must make and retain an appropriate record of
the person to whom responsibility is allocated in accordance with

CASS 1A.3.1R; or CASS 1A.3.1AR erCASS1A3ICR(2).

Debt management client money chapter

Responsibility for CASS operational oversight
CASS small debt management firm other than a not-for-profit debt advice body

R

) e that ; e-the allocation in (1

i ) | : it
influence function in relation to that firm. [deleted]

CASS large debt management firms firm:-the- CASS-operational-oversight

G (1 %S%H%de%nbeﬂhe#@#een#eﬂed%m&mn%newnﬂaﬁhe

adwee—bedwsr |de|eted |

2 As a consequence of CASS 11.3.4R {in-conjunction-with-SUP

10A41Rand-SUP-10A710R), in a CASS large debt management
firm (including a not-for-profit debit advice body fitting into that

category) the function described in CASS 11.3.4R is required to be
discharged by a director or senior manager.
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(4) A

anéMGR—ﬁm [deleted]

11.3.5 R

11.3.5A G &  CASS U3 ERprovidesagracepertodHoratirm-thatisnotan-SMER
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pendingissue-ofthe-certificate: [deleted]
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Annex N
Amendments to the Supervision manual (SUP)

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

[Editor’s note: The text of SUP 10C and SUP 15.11 takes into account the amendments
proposed in the CP17/25 and 17/26 instrument as if it was made.]

Part 1: Comes into force [ ] 2018 [shortly after instrument is made]

[Editor’s note: The material we are proposing to include in this Part is the amendments to
SUP 10C.13 (Variation of conditional and time-limited approvals) that are shown in the draft
Restatement Instrument included in this CP (which shows how the text proposed in the
instrument included in CP17/25 and 17/26 will be commenced) as coming into force on this
date.]

Part2: Comes into force [ ] 2018 [about six months before main commencement date for
insurance firms]

After SUP 9 (Transitional Provisions in relation to the MiFID Regulation) insert a new SUP
TP 10. The text is not underlined.

TP 10 Bank of England and Financial Services Act 2016: Approved persons
10.1 Application and purpose
10.1.1 R (1) SUP TP 10 applies to SMCR firms.

(2 Subject to (3), SUP TP 10 does not apply to an SMCR dual
regulated banking sector firm.

3) SUP TP 10.15 applies to every firm.
10.1.2 G SUP TP 10 has:

1) procedures for converting existing approvals for the performance of
controlled functions into approvals for the corresponding designated
senior management functions; and

2 transitional provisions relating to the changes to the approved
persons regime made by Part 2 of the Bank of England and Financial
Services Act 2016 and the Individual Accountability (No 2)
Instrument 2018.

10.1.3 G 1 The main time period for which SUP TP 10 operates is 2018 to 2019.
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2 There are transitional provisions that can apply beyond that period.
They are based on events occurring during that period.

Most of SUP TP 10 relates SUP 10C.

SUP TP 10.22 has a glossary of terms used in SUP TP 10 which have
meanings that only apply in SUP TP 10. These terms appear in bold type in
SUP TP 10.

Conversion of existing approvals

R

R

If the conditions set out in SUP TP 10.2.2R are met, a pre-implementation
approval in relation to a particular approved person (AP) and a particular
SMCR firm (F) has effect on and after the commencement date as if it had
been given in relation to the FCA-designated senior management function or
FCA-designated senior management functions specified in SUP TP
10.2.2R(2) and (3).

Those conditions are:
1) the pre-implementation approval is in effect in relation to F:

(@) (where SUP TP 10.2.10R applies this condition) at the firm
specific date; and

(b) immediately before the commencement date;

(2 AP is performing an FCA-designated senior management function in
relation to F on the commencement date;

3) the pre-implementation approval in (1) is potentially convertible
into approval for the FCA-designated senior management function in
(2); and

4) (where SUP TP 10.2.10R applies this condition) F has notified the
FCA:

@ between the first notification date and the commencement
date;

(b) that it considers that the pre-implementation approval will
be converted into approval for the FCA-designated senior
management function in (2) under SUP TP 10.2.

Q) A pre-implementation approval is potentially convertible into
approval for an FCA-designated senior management function if a
single row within the applicable part of the mapping table in SUP TP
10.2.5R contains both:
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@) the pre-implementation controlled function for which that
pre-implementation approval was given; and

(b) that FCA-designated senior management function.

2 An approval for a pre-implementation controlled function
excluded from SUP TP 10 by SUP TP 10.4.2R is not potentially

convertible into approval for
management function.

R (1
insurance sector.

2 Part Two of the table in SUP
firm (other than one in (1)).

any FCA-designated senior

Part One of the table in SUP TP 10.2.5R applies to a firm in the

TP 10.2.5R applies to a non-notifying

3) Part Three of the table in SUP TP 10.2.5R applies to a notifying

firm (other than one in (1)).

R Mapping table: Potential conversion

of approval for existing controlled

functions into approval for designated senior management functions

Part One (insurance firms)

@)

Pre-Implementation Controlled
Function

)
New FCA-designated senior
management function

Executive functions

Director function

(1) Executive director function
(2) Partner function

(3) Conduct risk oversight (Lloyd’s)
function

Chief executive function

Chief executive function

Director of unincorporated association
function

Executive director function

Small friendly society function

Executive director function

Oversight functions

Chair of the nomination committee
function

Chair of the nomination committee
function

Chair of the with-profits committee
function

Chair of the with-profits committee
function
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Systems and controls

Systems and controls function Other local responsibility function

Required functions

Compliance oversight function Compliance oversight function

Money laundering reporting function Money laundering reporting function

CASS operational oversight function (1) Other overall responsibility function

(2) Other local responsibility function

Significant management function

Significant management function (1) Other overall responsibility function

function

(2) Other local responsibility function
(3) EEA branch senior manager

Part Two (non-notifying solo-regulated firms)

(1) ) ©)
Pre-Implementation New FCA-designated | Is notification required?
Controlled Function senior management

function
Executive functions
Director function Executive director No
function
Chief executive function | (1) Chief executive No
function
(2) Head of third country
branch function
Partner function (1) Partner function No
(2) Executive director
function
Director of Executive director No
unincorporated function
association function
Small friendly society Executive director No
function function
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Oversight functions

Non-executive director Chair of the governing Yes
function body function

Required functions
Apportionment and Limited scope function No
oversight function
Compliance oversight Compliance oversight No
function function
Money laundering Money laundering No
reporting function reporting function

Significant management function

Significant management
function

EEA branch senior No

manager function

Part Three (notifying solo-regulated firms)

@)

Pre-Implementation
Function

Controlled

)

New FCA-designated senior
management function

Executive functions

Director function

function

(1) Executive director function
(2) Chief finance officer function
(3) Chief risk officer function

(4) Head of internal audit function
(5) Group entity senior manager

(6) Chief operations function

Chief executive function

(1) Chief executive function

(2) Chief finance officer function
(3) Chief risk officer function

(4) Head of internal audit function

Partner function

(1) Partner function

(2) Chief finance officer function
(3) Chief risk officer function
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(4) Head of internal audit function

Director of unincorporated association
function

(1) Executive director function
(2) Chief finance officer function
(3) Chief risk officer function

(4) Head of internal audit function

(5) Group entity senior manager
function

Small friendly society function

(1) Executive director function
(2) Chief finance officer function
(3) Chief risk officer function

(4) Head of internal audit function

(5) Group entity senior manager
function

Oversight

functions

Non-executive director function

(1) Chair of the governing body
function

(2) Chair of the risk committee function

(3) Chair of the audit committee
function

(4) Chair of the remuneration
committee function

(5) Chair of the nomination committee
function

(6) Senior independent director function

(7) Group entity senior manager
function

Systems and controls

Systems and controls function

(1) Chief finance officer function
(2) Chief risk officer function
(3) Head of internal audit function

Required

functions

Compliance oversight function

Compliance oversight function

Money laundering reporting function

Money laundering reporting function

CASS operational oversight function

Other overall responsibility function
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Significant management function

Significant management function (1) Other overall responsibility function

(2) Chief operations function

Note for Parts One to Three of this table

All references to a new FCA-designated senior management function are to FCA-
designated senior management functions brought into force for the firm
concerned by the Individual Accountability (No 2) Instrument 2018.

10.2.6 G  If a pre-implementation controlled function does not apply to a firm
immediately before the commencement date, the applicable row of the
table in SUP TP 10.2.5R does not apply to it either.

1027 G (1)

(2)

The general principle is that a pre-implementation approval cannot
be converted to approval for an FCA-designated senior management
function if that FCA-designated senior management function will not
apply to the firm or to the particular approved person on the
commencement date.

For example:

@ If none of the FCA-designated senior management functions
in a row of the table in SUP TP 10.2.5R apply to a firm on
the commencement date, that row does not apply to the firm.

(b) An example of (a) is that the row applying to the limited
scope FCA-designated senior management function only
applies to limited scope core SMCR firms.

(© The convertibility of the director function to the partner
function for firms in the insurance sector only applies to a
UK SMCR firm that is a partnership.

(d) The convertibility of the partner function to the director
function for FCA-authorised persons in Part Two of the table
only applies to a non-UK SMCR firm that is a partnership.

10.2.8 G  Another example of the principle in SUP TP 10.2.7G is that if:

(1)

)

the result of SUP TP 10.2 would be that an approved person is
deemed to be approved to perform the other overall responsibility
function or the other local responsibility function; and

either that approved person:

@ is deemed by SUP TP 10.2 to be approved to perform any
other FCA-designated senior management function for the
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same firm; or

(b) has approval to perform a PRA controlled function for the
same firm;

then, for that approved person and that firm, the other overall responsibility
function or the other local responsibility function (whichever is applicable)
does not apply.

1)

)

A notification to the FCA is not to be taken into account for the
purposes of SUP TP 10.2.1R(4) so far as it concerns a particular
approved person if the firm does not include a statement of
responsibilities about that approved person with the notification
when required to do so by SUP TP 10.11.

A notification to the FCA is not to be taken into account for the
purposes of SUP TP 10.2.1R(4) if the firm does not include a
management responsibilities map with the notification when
required to do so by SUP TP 10.12.

SUP TP 10.2.2R(1)(a) and SUP TP 10.2.4R:

(1)
)

apply to a notifying firm; and

do not apply to a non-notifying firm except in relation to a pre-
implementation approval for which there is a notification
obligation under SUP TP 10.5 or SUP TP 10.6.

SUP TP 10.2.2R(4)(a) means that:

1)

)

1)

a failure to submit a Form K before the final notification date is a
breach of the requirements of SUP TP 10; but

despite that breach, the pre-implementation approval can still be
converted into an approval for the applicable FCA-designated senior
management function as long as it is received between the first
notification date and the commencement date.

This rule applies to a firm that is a PRA-authorised person (referred
to as ‘B’ in this rule) in relation to an approved person (referred to as
‘A’ in this rule) if:

€)) immediately before the commencement date, A is treated
under SUP 10A.11.12R (The main rule) as not performing an
FCA governing function for B;

(b) approval for that FCA governing function is potentially
convertible into approval for an FCA-designated senior
management function;

(© that FCA-designated senior management function is an FCA
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governing function;

(d) B is of a type of SMCR firm to which that FCA-designated
senior management function applies on the commencement
date; and

(e) A would be performing that FCA-designated senior
management function in relation to B on the commencement
date but for this rule.

SUP 10C.9.8R (The main rule) applies in relation to A, B and the
FCA-designated senior management function in (1) from the
commencement date so that:

@) that FCA-designated senior management function is treated
as a ‘particular’ FCA governing function in SUP 10C.9.8R;
and

(b) A is treated as not performing that FCA-designated senior
management function in relation to B as long as the
conditions in SUP 10C.9.8R continue to be met.

Effect of conversion

R

R

(1)

()

Where, immediately before the commencement date, a pre-
implementation approval is subject to a suspension, condition or
limitation imposed under section 66(3) of the Act (Disciplinary
powers), that suspension, condition or limitation is to be treated as if
it were imposed in respect of the converted approval from the
beginning of the commencement date.

This rule applies whether or not the FCA or the PRA has given a
warning notice or a decision notice under:

€)) section 63 of the Act (Withdrawal of approval); or

(b) section 63B of the Act (Procedure and right to refer to
tribunal); or

(c) section 67 of the Act (Disciplinary measures: procedure and
right to refer to Tribunal).

Anything done under section 63 of the Act (Withdrawal of approval) in
respect of a pre-implementation approval before the commencement date
continues to have effect on and after that day in respect of the converted
approval.

Lapse of existing approvals and special provisions about appointed
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representatives

R

Subject to SUP TP 10.4.2R, any pre-implementation approval that is in
effect immediately before the commencement date that is not converted
under SUP TP 10.2 ceases to have effect as from the beginning of the
commencement date in relation to the controlled function concerned.

1)

)

SUP TP 10 does not apply to a pre-implementation approval that
has effect under SUP 10A.1.15R to SUP 10A.1.16AR (appointed
representatives).

However SUP TP 10 does apply to a pre-implementation approval
in (1) for a firm that will fall under SUP 10C Annex 1 7.1R(4) (an
appointed representative that has a limited permission) when it
comes into force on the commencement date.

An approval excluded from SUP TP 10 by SUP TP 10.4.2R continues in
force and is not affected by SUP TP 10.

(1)

)

A firm does not have to submit a Form C for an approved person
who had a pre-implementation approval to perform the customer
function but ceases to perform that function because the customer
function is (except in relation to appointed representatives) abolished
after the commencement date.

A firm should however notify the FCA by Form C that a pre-
implementation approval has not been converted into approval for
an FCA-designated senior management function under SUP TP 10.2
because the approved person resigned or otherwise stopped
performing the FCA controlled function before the commencement
date.

Notification to the FCA: Initial notification

R

1)

)

A firm must notify the FCA of:

@ each pre-implementation approval that it considers will be
converted into approval for an FCA-designated senior
management function under SUP TP 10.2;

(b) the approved person in respect of whom that pre-
implementation approval was given; and

(c) the FCA-designated senior management function referred to
in (a).

A firm must make the notification in (1) between the first
notification date and the final notification date.
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3) This rule applies to:
@ a notifying firm; and
(b) a non-notifying firm in relation to a pre-implementation
approval to which column (3) of Part Two of the table in

SUP TP 10.2.5R applies the notification requirement in this
rule.

10.5.2 G  SUP TP 10.10 explains how the firm should make the notification.

10.5.3 G (1 This paragraph (SUP TP 10.5.3G) gives examples of things that a
firm should not include in a notification.

2 A firm should not include a pre-implementation approval for the
customer function. This is because there is no need to notify a pre-
implementation approval if it is not potentially convertible into
any FCA-designated senior management function.

3) A firm should not include a pre-implementation approval if:

@) it is potentially convertible into an FCA-designated senior
management function; but

(b) the firm considers that the approved person will not be
performing that FCA-designated senior management function
on the commencement date.

4) A firm should not include an approved person who plans to resign
before the commencement date.

(5) A firm should not include a pre-implementation approval if SUP
TP 10.4.2R says that SUP TP 10 does not apply to it.

10.5.4 G  If the firm considers that some of an approved person’s pre-
implementation approvals will be converted and some will not be, the
firm’s notification should:

1) include the approved person; but

(2 exclude the approvals that will not be converted.

10.6 Notification to the FCA: Reuvision of initial notice
10.6.1 R (1)  Thisrule applies if, before the commencement date:
@ there is a change relating to information given in or

accompanying a notification that the firm has previously
made under SUP TP 10.5 (or a notification given under SUP
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TP 10.6); or

(b) the firm giving the notice discovers that any part of that
information is inaccurate.

Where circumstances described in (1) occur before the final
notification date, the firm must submit a revision of the notice
referred to in (1) to the FCA before the final notification date.

Where circumstances described in (1) occur between the final
notification date and the commencement date, the firm must
submit a revision of the notice referred to in (1) to the FCA before
the commencement date.

SUP TP 10.10 explains how the firm should make the revised notification.

1)

)

(3)

(4)

(5)

This paragraph SUP TP 10.6.3G gives examples of when a firm
should revise its SUP TP 10.5 notice under SUP TP 10.6.

A firm need not include in a notification under SUP TP 10.5 an
approved person who plans to resign before the commencement
date. However that plan may change and as a result the firm may
later conclude that the approved person will carry on with their job
after the commencement date. If so, the firm should revise the
notice.

If, after the notice to the FCA, the FCA grants an approval under
section 59 of the Act (Approval for particular arrangements) to
someone who did not have any such approval for the firm at the time
of the notice, the firm should revise its notice by including that new
approved person and that new pre-implementation approval.

If, after a firm has given the notice to the FCA, the FCA grants a new
approval under section 59 of the Act to someone who already was an
approved person for the firm when the firm gave the notice to the
FCA, the firm should revise its notice by including that new pre-
implementation approval.

If a firm includes an approved person in a notification under SUP TP
10.5 and the firm later concludes that that person’s pre-
implementation approval will no longer qualify for conversion
because that person will not be performing the relevant FCA-
designated senior management function for the firm on the
commencement date, the firm should revise its notice. Possible
reasons for this include:

€)) the approved person resigns;

(b) the approved person tells the firm they are going to resign
before the commencement date; or
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(© the approved person’s job changes so that it will no longer
involve performing an FCA-designated senior management
function on the commencement date.

(6) There is no need to include information about the matters set out in
SUP TP 10.5.3G.

If a firm gives a notification to the FCA under SUP TP 10.5 about an
approved person and that approved person leaves the firm or gives up
performing some of their pre-implementation controlled functions before
the commencement date, the firm should notify the FCA using Form C or
Form E under SUP 10A as well as a Form K under SUP TP 10.10.

In-flight applications: Conversion

R

A pre-implementation application by a firm that has not been determined
or withdrawn by the commencement date is to be treated, on and after the
commencement date, as if it had been made for:

1) (in the case of a pre-implementation application that a firm is
required to notify to the FCA under SUP TP 10.8R) any
corresponding FCA-designated senior management function that
the firm has included in the notification under SUP TP 10.8.2R for
that pre-implementation application; or

2) (in any other case) the corresponding FCA-designated senior
management function or FCA-designated senior management
functions (if there are any).

An FCA-designated senior management function “corresponds” to a pre-
implementation controlled function if approval for the latter is potentially
convertible into approval for the former and “corresponding” must be
interpreted accordingly.

SUP TP 10.7.1R is subject to any amendment the firm may make to the
application after the first notification date and before the commencement
date to specify that on the commencement date:

(1)  the pre-implementation application is to lapse; or

2 the pre-implementation application is to be treated as being for a
narrower range of FCA-designated senior management functions.

SUP TP 10.8.3G explains what FCA-designated senior management
functions are covered by SUP TP 10.7.1R(1).

Q) SUP TP 10.7.3R is not the only way a firm may change the effect of
SUP TP 10.7.
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2 After the commencement date a firm is free to amend its application
in accordance with the Act and the FCA Handbook.

(€)) Before the commencement date, a firm is free to amend its
application in accordance with the Act and the FCA Handbook by
changing the pre-implementation controlled function for which it
is applying. That will affect the corresponding FCA-designated
senior management function. If the firm amends its application in
this way it should also notify the FCA under SUP TP 10.8.

Subject to SUP TP 10.7.7R, a pre-implementation application lapses on
the commencement date unless it is continued in force by SUP TP 10.7.

SUP TP 10 does not apply to a pre-implementation application if the pre-
implementation approval that would result if it was granted would be
excluded from SUP TP 10 by SUP TP 10.4.2R.

In-flight applications: notification requirements

A firm must, between the first notification date and the final notification
date, notify the FCA of every pre-implementation application if:

1) it has not been determined or withdrawn at the time of the
notification;

(2 it is not excluded under SUP TP 10.7.7R; and

3) the firm would be required to notify the FCA under SUP TP 10.5 if
that application had been granted and the approval was in effect
immediately before the date of the notification in SUP TP 10.8.1R.

The information about a pre-implementation application that the
notification must contain is the information that the firm would be required
to give the FCA in a notification under SUP TP 10.5 if:

(1)  that pre-implementation application had been granted; and

(2 the resulting approval was in effect immediately before the date of
the notification in SUP TP 10.8.1R.

SUP TP 10.8.1R and SUP TP 10.8.2R mean:
1) In general only a notifying firm needs to make the notification.

2 A non-notifying firm should not make a notification except in
relation to an application to perform the non-executive director pre-
implementation controlled function.

(3)  The information to be notified to the FCA in respect of a particular
pre-implementation application includes each FCA-designated
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senior management function that meets the following conditions:

@ approval for the pre-implementation controlled function
for which the pre-implementation application is being
made is potentially convertible into approval for that FCA-
designated senior management function; and

(b) the firm considers that the approved person concerned will be
performing that FCA-designated senior management function
on the commencement date if the pre-implementation
application is approved before then.

A firm should not notify the FCA about a particular pre-
implementation application if the firm considers that, if the
application were approved before the commencement date, the
approved person will not be performing on the commencement date
any of the FCA-designated senior management functions into which
the applicable pre-implementation approval would be potentially
convertible. This might be because the firm intends that the
candidate will only be in post for a short time.

This rule applies if, before the commencement date:

@) a firm makes a pre-implementation application after the
initial notice under SUP TP 10.8.1R; and

(b)  the firm would be required to notify the FCA under SUP TP
10.6 if that application had been granted and the approval
was in effect immediately before the date of the notification
under SUP TP 10.8.4R.

This rule also applies if, before the commencement date:

@ there is any other change relating to information given in or
accompanying the initial notice under SUP TP 10.8.1R (or a
notification given under SUP TP 10.8.4R), or

(b) the firm discovers that any part of that information is
inaccurate.

Where circumstances described in (1) or (2) occur before the final
notification date, the firm must submit a revision of the notice
referred to in (1) or (2) to the FCA before the final notification date.

Where circumstances described in (1) or (2) occur between the final
notification date and the commencement date, the firm must
submit a revision of the notice referred to in (1) or (2) to the FCA
before the commencement date.

10.8.5 G  SUP TP 10.10 explains how the firm should make the notification.
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If a firm notifies the FCA under SUP TP 10.8 of a pre-implementation
application and that application is refused before the commencement date,
the firm should revise its notification under SUP TP 10.8.4R.

In-flight applications: Supplemental material

R

1)

(2)

This rule applies if, in relation to a pre-implementation application
continued in effect after the commencement date under SUP TP
10.7, the FCA has before the commencement date:

@) imposed a requirement under section 60 of the Act
(Application for approval);

(b) given a warning notice under section 62(2) of the Act
(Applications for approval: procedure and right to refer to
tribunal) or a decision notice under section 62(3) of the Act to
the interested parties referred to in section 62(5); or

(©) taken any step in connection with giving a warning notice or
decision notice under section 62.

The requirement, notice or step in (1) is to be treated, on and after
the commencement date, as having been imposed, given or taken in
relation to the application as affected by SUP TP 10.7.

Procedure for notification

R

A firm must only make a single notification under SUP TP 10.5 and SUP TP
10.8.1R and must do so on the same notification form.

A firm must make a notification under SUP TP 10.5, SUP TP 10.6 or SUP
TP 10.8 by completing Form K (SUP TP 10.23.1R).

A firm must make a notification or submit a document to the FCA under
SUP TP 10 in accordance with SUP 10C.15.11R(1) and (3) (Method of
submission: electronic submission).

(1)

()

A firm making a notification under SUP TP 10.10.3R in accordance
with SUP 10C.15.11R(1) must use the version of Form K made
available on the electronic system referred to in SUP 10C.15.11R,
which is based on the version in SUP TP 10.23.1R.

A firm making a notification under SUP TP 10.10.3R in accordance
with SUP 10C.15.11R(3) and SUP 10C.15.14R must use the version
of Form K in SUP TP 10.23.1R.

If a firm discovers after the commencement date that any information it has
given under SUP TP 10 is inaccurate it should notify the FCA as described
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in SUP 15.6 (Inaccurate, false or misleading information). If SUP TP
10.17.2R applies, the firm should notify the FCA under that rule instead.

Statements of responsibilities

R

A firm must, in relation to each transitioned SMF manager, prepare a
statement setting out the aspects of the affairs of the firm which it is
intended that they will be responsible for managing in performing their
converted designated senior management function.

A firm must have prepared the statement in SUP TP 10.11.1R by the
commencement date (unless it must prepare it earlier under SUP TP
10.11.4R).

A firm should not send that statement to the FCA unless it is required to do
so by SUP TP 10.11.4R.

A notification to the FCA under SUP TP 10.5, SUP TP 10.6 or SUP TP 10.8
about an approved person or candidate must be accompanied by a
statement of responsibilities about that person.

A statement of responsibilities should comply with all the rules and
directions in the FCA Handbook that will apply to statements of
responsibilities prepared by the firm (see SUP TP 10.16).

If a non-notifying firm has to notify the FCA under SUP TP 10 about an
approved person, their statement of responsibilities should cover all their
expected converted designated senior management functions and not just
the one about which the firm is notifying the FCA.

Management responsibilities maps

R

SUP TP 10.12 applies to a firm that will be required under SYSC 25 (Senior
managers and certification regime: Management responsibilities maps and
handover procedures and material) to have a management responsibilities
map when that chapter comes into force on the commencement date.

A notification to the FCA under SUP TP 10.10.1R by a notifying firm must
be accompanied by a document that complies with SYSC 25 (Senior
managers and certification regime: Management responsibilities maps and
handover procedures and material) as set out in the Individual
Accountability (No 2) Instrument 2018.

A management responsibilities map should comply with all the rules and

directions in the FCA Handbook that will apply to management
responsibilities map prepared by the firm (see SUP TP 10.16).
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Supplemental material about statements of responsibilities and management
responsibilities maps

R

A statement of responsibilities and a management responsibilities map
must be prepared as of the commencement date.

1) If there has been a change relating to a statement of responsibilities
or a management responsibilities map submitted to the FCA under
SUP TP 10, the firm should submit a revised version.

(2 This is the effect of SUP TP 10.6 and SUP TP 10.8.4R.

A firm should not assume that the FCA has reviewed a statement of
responsibilities or a management responsibilities map submitted to it for
completeness, quality or accuracy. It is the firm’s responsibility to ensure
that they have been prepared in accordance with the FCA’s rules and the
Act.

Criminal record checks and employment references

R

SUP 10C.10.16R (Criminal record checks) does not apply to any pre-
implementation application continued in effect by SUP TP 10.7.1R after
the commencement date.

SUP 10C.10.16R (Criminal record checks) applies to any application for
approval made under SUP TP 10.15.

SUP 10C.10.16R (Criminal record checks) does not apply to a transitioned
SMF manager just because SUP TP 10 treats them as having a converted
approval.

SYSC TP 7.4.2R (Transitional provisions about regulatory references) has
transitional provisions about regulatory references in relation to a pre-
implementation application continued in effect by SUP TP 10.7.1R and
applications for approval made under SUP TP 10.15.

Applications of approved persons to take effect from the commencement date

D

(1)  Afirm may, before the commencement date, apply under section 60
of the Act (Applications for approval) for the FCA’s approval under
section 59 of the Act (Approval for particular arrangements) for the
performance of an FCA-designated senior management function
which comes into effect (as respects the firm) on the
commencement date.
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2 Any application may only be made after the new applications start
date.

(€)) Any such application is made on the basis that it is treated as being
made on the commencement date.

4) The application must be made using the version of Form A or Form
E applicable from the commencement date and in accordance with
the other requirements to be in effect on that date.

The rest of SUP TP 10 will not apply to an application under SUP TP 10.15.
In particular, it is not a pre-implementation application and the application
should not be included in the firm’s Form K.

Any such application should be accompanied by a statement of
responsibilities and, if SYSC 25 (Senior managers and certification regime:
Management responsibilities maps and handover procedures and material)
will apply, a management responsibilities map.

A firm does not have to make an application under SUP TP 10.15. It can

make an application before the commencement date under the rules and
directions in force at the time of the application. SUP TP 10 will apply to
such applications.

Application of ongoing requirements to documents submitted as part of
conversion

R

1) The rules of the FCA Handbook apply to a converted approval, as
they do to approvals granted after the commencement date.

(2 The rules of the FCA Handbook apply to a pre-implementation
application that is continued in force under SUP TP 10 after the
commencement date as they do to applications made after the
commencement date.

3) This paragraph is subject to the other provisions of SUP TP 10.

1) The rules of the Handbook apply to a statement of responsibilities
(including one revised under (SUP TP 10.16.4R)) as they do to a
statement of responsibilities.

2 (2) applies even if the firm is not required to submit the statement of
responsibilities to the FCA under SUP TP 10.12.

A management responsibilities map submitted to the FCA under SUP TP
10.12 must comply with all the rules and directions in the FCA Handbook
that will apply to the firm’s management responsibilities map as from the
commencement date.
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1) If, since the commencement date, there has been any significant
change in the aspects of a firm s affairs which a transitioned SMF
manager is responsible for managing in performing their converted
designated senior management function, the firm must provide the
FCA with a revised statement of responsibilities.

2 For the purposes of the FCA Handbook a firm must treat an
obligation under (1) in the same way as an obligation under section
62A of the Act (Changes in responsibilities of senior managers).

SUP TP 10.16.1R to SUP TP 10.16.4R apply to directions in SUP 10C in
the same way as they do to rules.

The table in SUP TP 10.16.7G gives examples of how SUP 10C and other
parts of the FCA Handbook apply to converted approvals.

Table: Examples of how ongoing requirements apply to converted approvals

Requirement | Summary of the How SUP 10C applies
in Handbook | requirementin
column (1)
Revised statements of responsibilities
SUP Submission of SUP TP 10.16.4R(1) mirrors 62A of
10C.11.7D revised statement | the Act (Changes in responsibilities of
of responsibilities | senior managers). This means that if
after the commencement date there
has been a significant change in a
transitioned SMF manager’s
responsibilities in relation to their
converted designated senior
management functions, the firm
should should submit a revised
statement of responsibilities. It
should also submit a Form J unless
SUP 10C.11 says that it is not required.
The question of whether there has been
a significant change should be decided
in the same way as under section 62A
of the Act.
Varying an approval
SUP Statements of The powers and requirements in the
10C.11.10D responsibilities Act and in SUP 10C about variation of
approvals at the request of a firm and at
SUP Ceasing to carry | the initiative of the FCA apply to
10C.11.12R on some functions
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converted approvals.

SUP 10C.13 | Other material
about variations If a transitioned SMF manager
ceases to perform a designated senior
management function but continues to
perform a converted designated
senior management function, the firm
should submit a revised statement of
responsibilities document under SUP
10C.11.12R.
Single statement of responsibilities document
SUP One statement of | Applies to statements of
10C.11.13D responsibilities responsibilities in the same way as it

for each SMF
manager for each
firm

applies to statements of
responsibilities. For example:

(1) If on the commencement date a
transitioned SMF manager of a PRA-
authorised person is already approved
by the PRA to perform a PRA-
designated senior management
function for that firm, the statement of
responsibilities should be combined
with the statement of responsibilities
prepared for the PRA-designated
senior management function into a
single document.

(2) If after the commencement date a
firm applies for the FCA s approval for
a transitioned SMF manager to
perform another FCA-designated
senior management function, the
statement of responsibilities prepared
for that application should be
combined with the statement of
responsibilities required by SUP TP
10 into a single document.

(3) If:

(a) after the commencement date a
transitioned SMF manager is
approved by the FCA to perform
another FCA-designated senior
management function; and

(b) later there is a significant change in
the transitioned SMF manager’s
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responsibilities;

the firm should notify the FCA and
submit a single revised statement of
responsibilities document, whether the
change relates to the converted
designated senior management
function or to the additional FCA-
designated senior management
function.

Complete set of statements of responsibilities

SUP Complete set of Applies to statements of
10C.11.20R current statements | responsibilities in the same way as it
of responsibilities | does to statements of responsibilities.
Ceasing to carry on functions
SUP Statements of Applies to ceasing to carry on a
10C.11.12R responsibilities to | converted designated senior
be included in management function after the
notification commencement date.
SUP Notification of
10C.14.5R ceasing to
perform the
function
SUP Qualified Form C
10C.14.7R
Form D
SUP Changes to details | Applies to notification relating to
10C.14.13R fitness of a transitioned SMF
manager.
SUP Changes to .

SUP 10C.14.15R says that a firm
10C.14.15R arrangements should not submit a Form D to the
SUP Fitness FCA if the firm _is required to notify the
10C.14.18R FCA under section 62A of the Act

(Changes in responsibilities of senior
managers) or SUP 10C.11 (Statements
of responsibilities). This also applies if
the firm is required to notify changes
under SUP TP 10.16.4R.

The Form D requirements also apply to
a candidate whose application is
continued in force by SUP TP 10.

Before the commencement date, the
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existing requirements of SUP 10A
apply to changes in a candidate ’s
fitness.

Notifications under the Act

SUP
10C.14.22R

Notifications
under the Act

Applies to notification about a
transitioned SMF manager.

G

eneral

Requirements
referring to a
current
approved
person
approval

Applies to a converted approval.

Requirements
referring to a
current
approved
person
approval held
within the last

This applies to an approval for a
controlled function abolished after the
commencement date and to an
approval that ceased to have effect
under SUP TP 10 for some other
reason.

This also applies to an approval given

responsibility

(@)

the senior
managers regime

six months up within the last six months before the
commencement date even though the
controlled function ceases to exist after
the commencement date.

FCA- Responsibility for | Includes compliance with the

prescribed afirm’s requirements about statements of

senior performance of its | responsibilities

management | obligations under

SYSC 25

Preparation of
management
responsibilities
maps

A management responsibilities map
should include a transitioned SMF
manager and their converted
designated senior management
functions

Checking conversion

R A firm must, in the month beginning five business days after the
commencement date, check whether the Financial Services Register
correctly records:
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1) all the firm’s SMF managers; and

2 each FCA-designated senior management function for the
performance of which by the SMF manager the firm has approval.

The firm must (by the end of the one month period in SUP TP 10.17.1R)
notify the FCA of any error using the applicable form in SUP 10C.

The applicable form in SUP 10C will be Form D unless one of the other
forms in SUP 10C applies.

The requirement to check the Financial Services Register is particularly
important in a case where the firm is not under a notification obligation in
SUP TP 10.5 and SUP TP 10.6 because:

(1)  the FCA will update the Financial Services Register based on the
information it has; but

2 the FCA may not have sufficient information to tell whether all the
conversion conditions in SUP TP 10.2.2R have been met.

The 12-week rule

G

G

1) SUP 10C.3.13R (The 12-week rule) allows a firm to appoint
someone (P) to perform a function which would normally be an
FCA-designated senior management function without needing to
apply for the FCA’s approval under section 59 of the Act (Approval
for particular arrangements) for P to perform that function. There is a
maximum period for which the appointment can last.

2) When calculating the maximum time period in (1), the firm need not
take into account any time spent by P before the commencement
date performing what will become the FCA-designated senior
management function in (1).

1) SUP 10C.3.13R only applies where P (as referred to in SUP TP
10.18.1G) is providing cover for an SMF manager whose absence is
reasonably unforeseen.

2 SUP 10C.3.13R may still apply if the absence referred to in (1)
began before the commencement date.

SUP TP 10.18.1G and SUP TP 10.18.2G may apply even if:

1) before the commencement date P was taking advantage of SUP
10A.5.6R (the equivalent of SUP 10C.3.13R under SUP 10A); and

(2) approval for the controlled function disapplied by SUP 10A.5.6R is
potentially convertible into approval for the FCA-designated senior
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management function in SUP TP 10.18.1G and SUP TP 10.18.2G.

10.19 Application for permission

10191 D (1) This direction applies to a pre-implementation application that is
made by an authorisation applicant:

@ between the first notification date and the commencement
date; or

(b) before the first notification date if it is still outstanding on
the first notification date.

2 A pre-implementation application in (1)(a) must comply with the
requirements (if any) of SUP TP 10 that apply to a pre-
implementation application by a firm:

@) of the type that the authorisation applicant will be if the
authorisation application is granted or otherwise succeeds;
and

(b) for an approval from the FCA for the performance of the
same pre-implementation controlled function.

3) An authorisation applicant must, between the first notification
date and final notification date, revise any of its pre-
implementation applications covered by (1)(b) to the extent
necessary to meet the requirements in (2).

10.19.2 R  SUP TP 10.7 and SUP TP 10.9 apply to a pre-implementation application
in SUP TP 10.19.1D.

10.19.3 D  SUP TP 10.15 applies to an authorisation applicant.

10.20 Prohibition orders

10.20.1 R  The changes to the FCA Handbook made by the Individual Accountability
(No 2) Instrument 2018 do not affect:

1) a warning notice or a decision notice under section 57 of the Act
(Prohibition orders: procedure and right to refer to tribunal); or

2 a prohibition order;

which is given or made before the commencement date.
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Reporting under SUP 15.11

R The first notification period under SUP 15.11.13R (Timing and form of
notifications: conduct rules staff other than SMF managers):

1) starts on the commencement date; and

2 ends on the last day of the following August.

Terms used in SUP TP 10

R The terms in the first column of the table in SUP TP 10.22.2R, where they
appear in bold in SUP TP 10, have the meaning in the same row of column 2
for the purposes of SUP TP 10.

R  Table: glossary of bespoke terms used in SUP TP 10

Part One: General

Defined term

Meaning

authorisation
applicant

an applicant for Part 4A permission, or another person
seeking to carry on regulated activities as an authorised
person.

authorisation

the application or other process referred to in the definition

application of authorisation applicant.

converted (in relation to a pre-implementation approval) the

approval approval for an FCA-designated senior management
function which that pre-implementation approval
becomes under SUP TP 10.2.1R.

converted (in relation to a transitioned SMF manager) the FCA-

designated senior | designated senior management function for which they are

management treated as having approval under SUP TP 10.2.1R

function

corresponding

(in relation to an FCA-designated senior management
function and a pre-implementation controlled function)
has the meaning in SUP TP 10.7.2R.

firm specific date

the later of the following:

(1) | the date (if any) on which a firm makes the
notification in SUP TP 10.10.1R; or

(2) | (if the firm has updated a notification in (1) under
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SUP TP 10.6 or SUP TP 10.8.4R) the date that the
most recent such updated notification was made to the
FCA.

insurance sector

a firm is in the insurance sector if it is in the insurance
sector as defined by Part Three of SYSC 23 Annex 1
(Definition of Insurance Sector) as set out in the Individual
Accountability (No 2) Instrument 2018.

management
responsibilities
map

the document required to be produced under SUP TP 10.12.

non-notifying firm

each of the following:

(1) | asmall non-directive insurer;

(2) | afirmin SYSC 23 Annex 1 3.2R (firms in run-off) as
set out in the Individual Accountability (No 2)
Instrument 2018;

(3) | aninsurance special purpose vehicle;

(4) | acore SMCR firm; and

(5) | alimited scope core SMCR firm;

(taking account of amendments to be made to the Glossary
by the Individual Accountability (No 2) Instrument 2018).

notifying firm each of the following:
(1) | afirm in the insurance sector that is not a non-
notifying firm; and
(2) | an enhanced scope SMCR firm.
potentially has the meaning in SUP TP 10.2.3R.
convertible
pre- an application made under section 60 of the Act
implementation (Applications for approval) if the application is:
application
(1) | for approval for the performance of a pre-
implementation controlled function; and
(2) | received by the FCA before the commencement date.
pre- a current FCA approved person approval that is given by

implementation

the FCA before the commencement date in relation to a
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approval pre-implementation controlled function.
If a person is approved to perform more than one pre-
implementation controlled function for a firm, there is a
separate pre-implementation approval in relation to each.
pre- (in relation to a firm) an FCA controlled function that,
implementation before the commencement date:
contrplled (a) the FCA has specified for the purposes of section 59 of
function

the Act (approval for particular arrangements); and

(b) applies to the firm (even if the firm has no one approved
to perform that function for the time being).

statement of
responsibilities

the document required to be produced under SUP TP 10.11,
including under SUP TP 10.11 as applied by SUP TP 10.109.

transitioned SMF
manager

AP as defined in SUP TP 10.2.1R

core SMCR firm,
enhanced scope
SMCR firm,
limited scope core
SMCR firm, non-
UK SMCR firm,
SMCR dual
regulated banking
sector firm,
SMCR firm, UK
SMCR firm

have the meaning set out in the amendments to the Glossary
to be made by the Individual Accountability (No 2)
Instrument 2018).

This is subject to SUP TP 10.22.3R.

Part Two: Fixed dates

Defined term Meaning: Insurers Meaning: Others
first [ 12018 [about six months [ 1 2019 [about six months
notification before main commencement | before main commencement
date date for insurance firms] date for solo-regulated firms]
final [ 12018 [one week before [ 12019 [one week before main
notification main commencement date commencement date for solo-
date for insurance firms] regulated firms]
commenceme | [] 2018 [main [ 12019 [main commencement
nt date commencement date for date for solo-regulated firms]

insurance firms]
new [ 12018 [about four months | [ ] 2019 [about four months
applications before main commencement | before main commencement
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start date date for insurance firms] date for solo-regulated firms]

Note (1): (Column (2) (Insurers) applies to a firm that will be in the insurance
sector.

Note (2): (Column (3) (Others) applies to a firm that will be a core SMCR firm,
an enhanced scope SMCR firm or a limited scope core SMCR firm.

Note (3): If a firm becomes an SMCR firm between the final notification date
and the commencement date or changes category within that period, the final
notification date for it is the date it becomes an SMCR firm or changes
category.

Note (4): The dates for an authorisation applicant are the ones for the type of
SMCR firm it will be if its authorisation application is granted or otherwise
succeeds.

R (1) Between the first notification date and the commencement date,
the question of:

@ whether a firm is an SMCR firm for the purposes of SUP TP
10; and

(b) (if it is) into which category it falls;

is determined in accordance with SYSC 23 (as set out in the
Individual Accountability (No 2) Instrument 2018) even though that
chapter is not in force for other purposes.

(2 However Part Nine of SYSC 23 Annex 1 (Definition of SMCR firm
and different types of SMCR firms) is adjusted so that a firm ceases
to be an enhanced scope SMCR firm on the data item submission
date or the date on which the relevant status ceases to apply (each as
referred to in Part 9), not one year after that date.

G 1 If a firm in the insurance sector changes its permission between the
commencement date that applies to firms in the insurance sector
and the commencement date for other SMCR firms in a way that
would make it fall into a different category of SMCR firm, the
conversion arrangements in SUP TP 10 will not apply to it.

2 This is because SUP TP 10.22.3R only applies up to the
commencement date.

3 SUP 10.15 will however apply and the firm can use this to apply for
the approvals it needs because of its change of category.

G @ If an SMCR dual regulated banking sector firm changes its
permission in a way that would make it fall into a different category
of SMCR firm, the conversion arrangements in SUP TP 10 will not
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apply to it.

2 This is because generally SUP TP 10 does not apply to an SMCR
dual regulated banking sector firm.

3) SUP 10.15 will however apply and the firm can use this to apply for
the approvals it needs because of its change of category.

10.22.6 G If afirm becomes a non-notifying firm after it has sent the FCA its Form K,
it should notify the FCA as described in SUP 15.6 (Inaccurate, false or
misleading information).

10.23 Forms
10.23.1 R  Conversion Notification Form (Form K)

[Insert here the form titled “Conversion Notification Form (Form K) Solvency Il
and large non-directive firms”. The text of ths form is contained in Part One of
Annex W of this instrument]

Part 3: Comes into force [ ] 2018 [main commencement date for insurance firms]

6 Applications to vary and cancel Part 4A permission and to impose, vary or
cancel requirements

6.3 Applications for variation of permission and/or imposition, variation or
cancellation of requirements

How a variation of permission may affect the firm’s approved persons

6.3.8 G 1 Where a firm is submitting an application for variation of Part 4A
permission which would lead to a change in the controlled functions
of its approved persons, it should, at the same time and as
appropriate:

@ make an application for an internal transfer of an approved
person, Form E (Internal transfer of a person performing a
controlled function), or make an application for an individual
to perform additional controlled functions, the relevant Form
A (Application to perform controlled functions); see:

0] SUP 10A.13.3D to SUP 10A.13.5G (for a firm that is
not a+relevant-authorised-person an SMCR firm);
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(i) SUP 10C.10 (for arelevant-authorisedpersen an
SMCR firm); or

(iii)  the corresponding PRA requirements;

(b) notify the appropriateregutator FCA or PRA of any

approved person who has ceased to perform a controlled
function specified by that regulator, Form C (Ceasing Notice
of ceasing to perform controlled functions (including senior
management functions)); see:

(1)  SUP 10A.14 (for a firm that is not a+relevant
authorised-person an SMCR firm);

(i)  SUP 10C.14 (for arelevant-autherised-persen an
SMCR firm); or

(iii)  the corresponding PRA requirements. ;

If the firm intends to recruit new individuals to perform controlled
functions, it should apply for approval of the individuals as approved
persons as soon as possible using Form A (Application to perform
controlled functions); see:

@ SUP 10A.13 (for a firm that is not a-relevant-authorised
persen an SMCR firm);

(b) SUP 10C.10 (for a-relevant-authorised-person an SMCR

firm); or

(© the corresponding PRA requirements.

Relevant-authorised-persen SMCR firm status

G  Avariation of a firm s Part 4A permission may mean that it becomes a

relevant-autherisedpersen an SMCR firm or it changes from one type of

SMCR firm to another. This would have a number of significant

consequences, which include:

1)

)
(3)
(4)
(5)

the application of the special powers in relation to misconduct by
approved persons (see DEPP 6.2.9-AG);

the approved persons regime switches from SUP 10A to SUP 10C,;
COCON applies in place of APER;
the certification regime described in SYSC 27 applies;

the criminal offence in section 36 of the Financial Services (Banking
Reform) Act 2013 (Offence relating to a decision causing a financial
institution to fail) potentially applies, although that offence does not
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apply to every relevant-authorised-persen SMCR firm; and

(6) . I :
SYSE4 5, (Iulanage. Fent |_espe||5|b|l|t|es maps o i e_le_ vant authorised
pellsen_s) lSnSG I i (S”eme_l malﬁlagement_lle_sl_p_ensmlllltles fo l'EIQ"a"E
{Handover-procedures-and-material)}-apply the following chapters in

SYSC apply:

(i) SYSC 23 (Senior managers and certification regime:
Introduction and classification);

(i)  SYSC 24 (Senior managers and certification regime:
Allocation of prescribed responsibilities);

(iii)  SYSC 25 (Senior managers and certification regime:
Management responsibilities maps and handover procedures
and material); and

(iv)  SYSC 26 (Senior managers and certification regime: Overall

and local responsibility).

G Information which may be required. See SUP 6.3.24G

Type of
business

Information which may be required

All

3. Organisation charts and details of individuals transferring
or being recruited to perform new controlled functions (see
SUP 10A and SUP 10C, and the corresponding PRA
requirements for details of the application or transfer
procedures under the approved persons or senior managers
regime).

Applications for cancellation of permission

Approved persons

G @ A firm which is applying for cancellation of Part 4A permission and
which is not otherwise authorised by, or under, the Act should, at the
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same time:
@ comply with:

(i)  SUP 10A.14.8R (for a firm that is not arelevant
authorised-person an SMCR firm);

(i)  SUP 10C.14.5R (for arelevantauthorisedpersen an
SMCR firm); or

(iii)  the corresponding PRA requirements; and

(b) notify the appropriateregulator the FCA or PRA of persons

ceasing to perform controlled functions specified by that
regulator.

FCA Approved Persons
Application
General

R This chapter applies to every:

1) firm that is not arelevantautherisedpersen an SMCR firm; and

(2)  relevantauthorisedpersen SMCR firm, but only to the extent
required by SUP 10A.1.16BR (Appointed representatives).

G  SUP 10C deals with the approved persons regime for relevant-autherised
persens SMCR firms themselves.

G  This chapter is also relevant to every FCA-approved person:

1) of a firm that is not arelevantautherisedpersen an SMCR firm; and

2) of any appointed representative, including of an appointed

representative of arelevant-autherised-person an SMCR firm.

(2)  Forexamplerpersonsin-Solvency H-firms which-are-incoming-EEA
Il““ slale ROt e;epe_e”teld to-be elauymgseﬁ HE.I SI’ ‘ IH"G.E'G“Sl o f.l'e extent
responsiblefor-a-Selvency- H Directive—keyfunetion™ [deleted]

G  Notwithstanding SUP 10A.1.8G, an incoming EEA firm {etherthananEEA
pure-reinsurer) or incoming Treaty firm will have had to consider the impact
of the Host State rules with which it is required to comply when carrying on
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a passported activity or Treaty activity through a branch in the United
Kingdom. An incoming EEA firm {otherthanan-EEA-pure-reinsurer) will
have been notified of those provisions under Part Il of Schedule 3 to the Act
in the course of satisfying the conditions for authorisation in the United
Kingdom.

Kingdem: [deleted]

SUP 10A.1.15R and SUP 10A.1.16R apply to the appointed representative
of arelevant-autherisedpersen an SMCR firm.

1)

(2)

1)

(4)

References in this chapter to a firm include arelevantautherised
persen an SMCR firm, but only to the extent required by SUP
10A.1.16BR.

References in SUP 10A.1.15R and SUP 10A.1.16R to FCA
governing functions and other controlled functions are to controlled
functions in this chapter, not in SUP 10C (FCA senior management
managers regime for approved persons in relevant-autherised

persens SMCR firms).

Under section 59(6A) of the Act, if the FCA is satisfied that, in
relation to the carrying on of a regulated activity by a+elevant
authorised-person an SMCR firm, a controlled function is a senior
management function, the FCA must designate the function in its
rules as a senior management function.

SUP 10C.1.8G (Appreovedpersens-inrelation-to-appeinted

representatives-ofrelevantauthorised-persons Appointed
representatives) explains that it is unlikely that SUP 10C (FCA

senior management managers regime for approved persons in

relevant-autherised-persens SMCR firms) will apply to approved
persons working in appointed representatives of relevant-autherised

persens an SMCR firm in addition to this chapter.

Bidders in emissions auctions

10A.121 G

This is because the FCA-approved person regime specifies a number of
functions by incorporation of requirements in SYSC; however, a firm
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carrying on auction regulation bidding is only subject to SYSC to a limited
extent in relation to that activity. This means that the FCA required
functions do not apply to auction regulation bidding, except for the money
laundering reporting function. Similarly, the significant management
function does not apply in relation to auction regulation bidding because, in
carrying on that activity, a firm is not subject to S¥S€-211R-er SYSC
4.1.1R and is not undertaking proprietary trading.

10A. 126 R For Swiss general insurers, references in this chapter to parts of the PRA

10A.1.27 G Swiss general insurers are in the large non directive insurers sector of the

the—mquwemems—feréeheney—u—ﬁms—set—em—méu%% |deleted |

10A.2 Purpose

10A.2.2 G
10A.2.3 G

net—deal—wﬁh—these |de|eted |
10A4 Specification of functions

10A.4.2 R  Partl-ofthetable-of The table of FCA controlled functions applies in
relation to an FCA-authorised person. It also applies in relation to an
appointed representative for the purposes of SUP 10A.1.15R to SUP
10A.1.16BR (Appointed representatives) whether its principal is an FCA-

authorised person or a PRA-authorised person. Part-2-apphes-inrelation-to-a
PRA-autherised-person,-execeptinrelationto-CBTLbusiness:

10A42A G Forthe purposes of SUP 10A (and SYSC, APER, COCON and DEPP} a
I liroetive . I L included i the Gl
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10A.4.4 R

FCA controlled functions

Part 1 (FCA controlled functions for FCA-authorised persons and appointed

representatives)

Type

CF

Description of FCA controlled function

w

(03}

S’Jggn:t‘;:'g@
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FCA governing functions

Introduction

G

1)

Every firm will have one or more persons responsible for directing
its affairs. These persons will be performing the FCA governing
functions and will be required to be FCA-approved persons unless
the application provisions in SUP 10A.1, or the particular description
of an FCA controlled function, provide otherwise. For example, each
director of a company incorporated under the Companies Acts will
perform an FCA governing function. HeweverH-the-firm-isaPRA-
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©)

10A62A G &

&

&

appointed-representatives. [deleted]

What the FCA governing functions include
10A.6.3 R  Each of the FCA governing functions includes:

Q) (where apportioned under S¥SG-21-1R-er SYSC 4.3.1R and SYSC
4.4.3R (or, for a full-scope UK AIFM apportioned under article 60(1)
of the AIFMD level 2 regulation))

Page 141 of 495



FCA 2018/XX

10A6.11 G (&)  Fhedirectorfunctionapphesinrelationto-aPRA-authorised-persen;

-- v a \/ . - -- - LA N .. hao
approved-persons-regime)-are-not-satisfied: [deleted]

10A.6.11A R

10A6.15 G

adtherised-person—PRA-approvasreduired-nstead: [deleted]
Chair of the nomination committee (CF2a) and chair of the with-profits
committee functions (CF2b) (Solvency Il firms only)

10A.6.15A R (&)  FeraSelvency-H-firm-onlyHthe firm-has-a-nomination-committee;

undertaking- [deleted]

10A6.15B R &

I e that is o third i ;
undertaking- [deleted]

10A6.15C G &)
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Note that a body corporate may be a chief executive. If so, it will need to be

approved {H-the-firm-r-guestionis-an-FCA-authorised-person) to perform

the chief executive function.

Any apportionment referred to in SUP 10A.6.23R(3)(b) will have taken
place under S¥SE€2-+1R-6¢ SYSC 4.3.1R and SYSC 4.4.3R. The FCA may
ask to see details of the apportionment but will not require, as a matter of
course, a copy of the material which records this {see-SY-SG-2:2).

Director of unincorporated association function (CF5)

R

R

G

If a firm is an unincorporated association, the director of unincorporated
association function is the function of acting in the capacity of a director of

the unlncorporated assomatlon lnﬂaéelvenewu—twmanda—smau—nen-

PRA-authorised person as set out in SUP 10A.6.1G above. [deleted]
Small friendly society function (CF6)

1) If a firm is a non-directive friendly society, the small friendly society
function is the function of directing its affairs, either alone or jointly

with others. lralarge-nen-directive-insurerand-a-smak-non-
directive insurer the function does not include acting in the capacity

In practice, the FCA expects that most non-directive friendly societies will
be PRA-authorised persons. Where that is the case, this chapter does not
apply and so the small friendly society function will not apply as-set-eutin
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10A.7 FCA required functions

Apportionment and oversight function (CF8)

10A.7.1 R (1) The apportionment and oversight function is the function of acting in
the capacity of a director or senior manager responsible for the
apportionment function and/or the oversight function set out in SY-SG
213R-or SYSC 4.4.5R.

)

10A.7.2 G  Inrequiring someone to apportion responsibility, Aeither a common platform
firm nora-Selveney-H-firm-or-small-non-directive-insurer should not apply
for that person or persons to be FCA-approved to perform the
apportionment and oversight function (see SUP 10A.7.1R-S¥SC-2-13R and
SYSC 1 Annex 1).

10A.7.4 G  Generally, in relation to a UK establishment of an overseas firm or a firm
which is part of an overseas group, where an overseas manager’s
responsibilities in relation to the United Kingdom are strategic only, he they
will not need to be an FCA-approved person. However, where, in
accordance with S¥SE-3-e¥ SYSC 4 to SYSC 10, he-is they are responsible
for implementing that strategy in the United Kingdom, and has have not
delegated that responsibility to a senior manager in the United Kingdom, ke
is they are likely to be performing an FCA controlled function for example,
the chief executive function era-PRA-controHed-function.

10A.7.7 G

%eme&me&drksapphed—fepa—FlRA—alﬁhemed-perepr |deleted|

Compliance oversight function (CF10)

10A.7.8 R The compliance oversight function is the function of acting in the capacity
of:

1) a director or senior manager who is allocated the function set out in:

@) SYSC-3:2.8R; [deleted]
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A firm’s obligations in respect of its money laundering reporting officer are
set out elsewhere in the ECA Handbook (see S¥SE-3-2.6+R-and SYSC
6.3.9R and for their scope, see the application provisions in SYSC 1 Annex
1).

alaTaWV|

system- [deleted]

Systems and controls functions

Systems and controls function (CF28)

R

The systems and controls function is the function of acting in the capacity of
an employee of the firm with responsibility for reporting to the governing
body of a firm, or the audit committee (or its equivalent) in relation to:

(2 setting and controlling its risk exposure (see S¥SE-3-2-106G; SYSC
7.1.6R, article 23(2) of the MiFID Org Regulation and article 23(2)
of the MiFID Org Regulation (as applied in accordance with SYSC 1
Annex 1 2.8AR, SYSC 1 Annex 1 3.2-AR, SYSC 1 Annex 1 3.2-BR,
SYSC 1 Annex 1 3.2CR and SYSC 1 Annex 1 3.3R)); and

3) adherence to internal systems and controls, procedures and policies
(see S¥YSC-3-216-G; SYSC 6.2, article 24 of the MiFID Org
Regulation and article 24 of the MiFID Org Regulation (as applied
in accordance with SYSC 1 Annex 1 2.8AR, SYSC 1 Annex 1 3.2-
AR, SYSC 1 Annex 1 3.2-BR, SYSC 1 Annex 1 3.2CR and SYSC 1
Annex 1 3.3R).
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|t.elnly |||elue|es' that partof ltlne Iulnetllen t I'at |Ielates tel GGIIIB“&IIGE.
[deleted]

l—l—Regu#aHens—as&ppFepHa%e [deleted]

Significant management functions

Application

R

G

SUP 10A.9 applies only to a firm which:

(1)

()

Ewmsand—Nen—Sel#eney—H—ﬂmq&e; SYSC 4. 1 lR apportlons a

significant responsibility, within the description of the significant
management function, to a senior manager of a significant business
unit; or

undertakes proprietary trading.

The FCA anticipates that there will be only a few firms needing to seek
approval for an individual to perform the significant management function
set out in SUP 10A.9.1R(1). In most firms, those approved for the FCA
governing functions, FCA required functions and, where appropriate, the

systems and controls function erthe-eguivalent PRA-controled-functions,
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are likely to exercise all the significant influence at senior management
level.

10A.9.4 G  The scale, nature and complexity of the firm’s business may be such that a
firm apportions, under SUP 10A.9.1R(1), a significant responsibility to an
individual who is not approved to perform the FCA governing functions,
FCA required functions or, where appropriate, the systems and controls
function erthe-equivalentPRA-controledfunctions. If so, the firm should
consider whether the functions of that individual fall within the significant
management function. For the purposes of the description of the significant
management functions, the following additional factors about the firm
should be considered:

(1)  thesize and significance of the firm’s business in the United
Kingdom; for example, a firm carrying on designated investment
business may have a large number of approved persons (for

example, in excess of 100 individuals); era-firm-carrying-on-generat

HsHFance-Bustiess-mity-have-gross-wiiten-premums-ti-execess-of
£100m:

Significant management function (CF29)

10A.9.9 R The significant management function is the function of acting as a senior
manager with significant responsibility for a significant business unit that:

2) effects-contracts-ofnsurance-(otherthan-eontractuatly-based
investments): [deleted]

10A.9.11 R  The significant management function does not include any of the activities
described in any other FCA controlled function e-PRA-contrelled-function if
that other controlled function applies to the firm.

10A.10 Customer-dealing functions

10A.105 R
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10A.10.5A R InSUP 10A.10.5R, customer, in relation to a firm, means a person who is
using, or who is or may be contemplating using, any of the services provided

by the firm.

10A.10.6 G  The FCA interprets the phrase “dealing with” as including having contact
with eustemers customers and extending beyond “dealing” as used in the
phrase “dealing in investments”. “Dealing in” is used in Schedule 2 to the
Act to describe in general terms the regulated activities which are specified
in Part Il of the Regulated Activities Order.

10A.11 Minimising overlap with the PRA approved persons regime [deleted]
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10A.12 Procedures relating to FCA-approved persons
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Form Purpose Handbook
requirement
Form B SUPR-10A-Annex | Notice to SUP
5R SUP 10C withdraw an 10A.13.19R
Annex 4R application to
perform controlled
functions under
the approved
persons regime
Form C SUP-10A-Annex | Notice of ceasing | SUP 10A.14.8R
6R SUP 10C to perform
Annex 5R controlled
functions
Form D SUP-10A-Annex | Notification of SUP
#R SUP 10C changes in 10A.14.15R
Annex 6R personal
information or
application details

Note (1) : The form in the SUP annex shown is to be used by eredit-unions a
firm whose Part 4A permission covers only credit-related requlated

activities, and by other firms only in the event of a failure of the information
technology systems used by the FCA. See the relevant “Handbook

requirement”,

Note (2): Where SUP 10A.1.16BR (appointed representative of an SMCR

firm) applies, the version of the form to be used is the one required by SUP

10C (FCA senior managers regime for approved persons in SMCR firms).

Copies of Forms A, B, C, D and E may be obtained from the FCA website.
Credit unions can obtain copies from the FCA ‘s Contact Centre. To contact

the FCA’s Contact Centre for approved persons enquiries:
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Application for approval and withdrawing an application for approval

How to apply for approval

If a firm must make an application using Form A, it must use Form A

(shortened form) if:

(1)

the candidate:

(a) has current approved person approval to perform:

(i) an FCA controlled function that is a significant
influence function; or

(i)  an FCA-designated senior management function; or

(iii) a PRA controlled function; or

(b) has had current approved person approval of the type
described in (a) within the previous six months; and

there have been no matters arising in relation to the fitness and
propriety of the person to whom the application relates which mean
that the information provided to the FCA or the PRA regarding
fitness and propriety in connection with the current approved person
approval in (1)(a) or (b) may have changed since the application for
that current approved person approval was made.

Who should make the application?

10A.13

10A.133 D
10A.13.3A D
10A.135 G

)

Usually this will be the firm that is employing the FCA candidate to
perform the FCA controlled function. Where a firm has outsourced
the performance of an FCA controlled function, the details of the
outsourcing determine where responsibility lies and whom the FCA
anticipates will submit FCA-approved persons application forms.
SUP 10A.13.6G describes some common situations. The firm which
Is outsourcing is referred to as “A” and the person to whom the
performance of the FCA controlled function has been outsourced, or
which makes the arrangement for the FCA controlled function to be
performed, is referred to as “B”. In each situation, A must take
reasonable care to ensure that, in accordance with section 59(2) of
the Act, no person performs an FCA controlled function under an
arrangement entered into by its contractor in relation to the carrying
on by A of a regulated activity, without approval from the FCA. See
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Withdrawing an application for approval

R
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also S¥YSG3.2.4Gand SYSC 8.1.1Rand-SYSC13.9 forinsurers.

Outsourcing arrangements

Outsourcing arrangements

Submitting
form

(i) A to B, where B is a non-
authorised person not part of the
same group as A

(it) Ato B, where A is a branch
of an overseas firm in the United
Kingdom, and B is an overseas
undertaking of the same group

(iii)) Ato B, where Ais a UK
authorised subsidiary of an
overseas firm and B is an
overseas undertaking of the same

group

Responsibility for (as
opposed to the
performance of) any
activity outsourced to

B will remain with A.

See SYSC 3.2.4G and
SYSC 8

A ensures that
an individual
approved by the
FCA orthe
PRA under a
controlled
function that is
a significant-
influence
function has
responsibility
for the
outsourced
arrangement
and A submits
a formin
relation to that
individual

A firm notifying the FCA of its withdrawal of an application for approval
must notify the FCA; using Form Bin-the-form-set-eut-in-SUP-10A-Annex

5R (SUP 10C Annex 4R).

Changes to an FCA-approved person’s details

Moving within a firm

G

An FCA-approved person’s job may change from time to time as a result,
for instance, of a change in personal job responsibilities or a firm’s regulated
activities. Where the changes will involve the person performing one or
more FCA controlled functions different from those for which approval has
already been granted, then an application must be made to the FCA for
approval for the person to perform those FCA controlled functions. The firm
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must take reasonable care to ensure that an individual does not begin
performing an FCA controlled function until the FCA has granted FCA-
approved person status to that individual in respect of that FCA controlled

If an FCA-approved person or a PRA-approved person is ceasing to perform
FCA controlled functions or a PRA controlled function, as well as applying
for approval in respect of FCA controlled functions within the same firm or
group, SUP-10A-14-4D the firm should generally apphes use Form E.
Further details can be found in SUP-10A-Annex2 SUP 10A.14.4D.

If a person is to perform an FCA controlled function for a firm for which ke
they already perferms perform a PRA controlled function or FCA controlled
function as an approved person but he-is they are not at the same time
ceasing to perform an FCA controlled function or PRA controlled function, a
firm should use Form A. His-nret-mandatory-to-complete-all-parts-of the
form-: See the-notesrelevantto-each-form SUP 10A.13.3D and SUP
10A.13.3AD for fuH further details.

)
(© any of the following apply (where applicable):
Q) a notification referred to in SUP 10C.10.9D(4)(b) or
(c) (notification obligations under the Act applying to
relevant-autherised-persens SMCR firms) has been
made or should be made; or
(ii)
in relation to any:
(iii)
(iv)  any controlled function that they are continuing to
perform for that firm or a firm in the same group.
®3)

(b) SUP 10C.14.18R (the corresponding requirement for relevant
authorised-persens SMCR firms); or
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I ire_as! I .  the rol I
completed. See the notes relevant to each form for Tull details. [deleted]

Ceasing to perform an FCA controlled function

10A.148 R (1) A firm must submit to the FCA a completed Form C-in-theform-set
ottr-SUPR-10A-Annex-6R; (SUP 10C Annex 5R) no later than seven
business days after an FCA-approved person ceases to perform an
FCA controlled function.

Changes to an approved person’s personal details

10A.14.15 R Ifan FCA-approved person’s title, name or national insurance number
changes, the firm for which the person performs an FCA controlled function
must notify the FCA on Form D;a-the-ferm-set-outin-SURP-10A-Annex—+R;
(SUP 10C Annex 6R) of that change within seven business days of the firm
becoming aware of the matter.

10A.14.21 G (1) If, in relation to a firm which has completed the relevant Form A
(SUP 10A Annex 4D), any of the details relating to arrangements
and FCA controlled functions are to change, the firm must notify the

FCA on Form D (SUP-10A-Annex—+R)} (SUP 10C Annex 6R).

10A.15 References and accurate information
References
10A.15.1 G

(2 This applies even if A is a firm to which SUP 10C (FCA senior

management managers regime for approved persons in relevant
autherised-persons SMCR firms) applies rather than this chapter.

10A.16 How to apply for approval and give notifications

10A.16.1 D
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Subject to (2A), an application by a firm etherthan-a-credit-union
must be made by submitting the Form online at fca.org.uk using the
form specified on the FCA’s and PRA’s online notification and
application system.

Hication)- [deleted]

An application by a firm in relation to a controlled function to which
SUP 10A.1.16BR (appointed representative of an SMCR firm)
applies must be made in accordance with SUP 10C.15 (Forms and
other documents and how to submit them to the FCA) and not this
section.

A notification must be made in accordance with SUP 10A.16.1D,
except that the annexes te-SUP-10A in which the forms are to be
found are SUR-10A-Annex-6R SUP 10C Annex 5R or SUR-10A
Annex— SUP 10C Annex 6R, rather than the Annexes mentioned in
SUP 10A.16.1D.

A notification by a firm in relation to a controlled function to which
SUP 10A.1.16BR (appointed representative of an SMCR firm)
applies must be made in accordance with SUP 10C.15 (Forms and
other documents and how to submit them to the FCA) and not this
section.

10A.16.2A R  SUP 10A.16.2R(3) also applies to Form B in relation to a controlled

function to which SUP 10A.1.16BR (appointed representative of an SMCR

firm) applies.
10A Frequently asked questions
Annex 1
Question Answer

Type of firm
-1 Does this chapter apply to all No, SUP 10A does not apply to relevantauthorised

types of firm? If not, where can | persens SMCR firms (broadly speaking, banks,

credit unions, building societies, insurance firms
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| find the equivalent material? and investment firms that are PRA-authorised
persons). The requirements for these firms can be
found in SUP 10C. However, this chapter does
cover approved persons in appointed
representatives of such firms.

Requirements of the regime

7 , .. . .
B.e”H%d. X Hﬁd.e* WHHRE a_glents ' eﬁsﬁ_ ,_tppnleual for-a-controlled-unction-s-not
Heyd’s? [deleted]

Delete the following Annexes. The deleted text is not shown but [deleted] tags are added to
the section headings as shown below.

10A Form B: Notice to withdraw an application to perform controlled functions
Annex 5 (including senior management functions) [deleted]

10A Form C: Notice of ceasing to perform controlled functions (including senior
Annex 6 management functions) [deleted]

10A Form D: Notification of changes in personal information or application
Annex 7 details and conduct breaches/disciplinary action related to conduct [deleted]

Delete the following the following forms from the following Annexes. The deleted text is not
shown.

Annex where form to be found Name of form to be deleted
SUP 10A Annex 4 (Form A: Long Form A — UK and Overseas
Application to perform controlled Firms (not Incoming EEA) (The form
functions under the approved person to be deleted is the joint PRA and FCA
regime) version)

Long Form A — Solvency Il firms only
Short Form A - Solvency Il firms only

Long Form A — Large non-directive
insurers only
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Short Form A — Large non-directive
insurers only

Long Form A — Small non-directive
insurers only

Short Form A — Small non-directive
insurers only

Solvency Il Firms: Scope of
Responsibilities

Large non-directive insurers: Scope of
Responsibilities

Small non-directive insurers: Scope of
Responsibilities

Long Form A — UK Firms (Relevant
Authorised Persons only)

SUP 10A Annex 8 (Form E: Internal
transfer of an approved person)

Form E Internal transfer of an
approved person (the version to be
deleted is the one for Solvency Il firms)

Form E Internal transfer of an
approved person (small non-directive
insurers only)

Form E Internal transfer of an
approved person (for large non-
directive insurers only)

Amend the following as shown.

[Editor’s note: The text of SUP 10C takes into account the amendments proposed in the
instrument included in CP17/25 and 17/26 as if it was made.]

10C

10C.1

10C.1.8

FCA senior managers regime for approved persons in SMCR firms

Application

G (1)

SUP 10A.1.15R to SUP 10A.1.16DG (Appointed representatives)

deal with the approved persons regime for appointed representatives

of relevantauthorisedpersons SMCR firms.

2 In general this chapter does not apply to appointed representatives of

relevant-authorised-persens SMCR firms. SUP 10A applies instead.

3) In theory, a person employed by an appointed representative of a

relevant-autherised-persen an SMCR firm could come within one of

Page 157 of 495



FCA 2018/XX

the controlled functions in this chapter. If so, that person will be
performing a senior management function and this chapter would
apply. However, the FCA thinks that such a situation should rarely, if
ever, arise.

10C.3 General material about the definition of controlled functions

10C.3.4 G  The FCA has (in SUP 10A) specified controlled functions for relevant
authorised-persons SMCR firms that are not designated senior management
functions. (See SUP 10C.1.7R to SUP 10C.1.8G (Appointed
representatives)).

10C 4 Specification of functions

10C.4.3 R  Table of FCA-designated senior management functions SMCR firms

Type SMF Description of FCA controlled
function

FCA governing
functions

FCA required
functions

Systems and
controls function

Other high-level | SMF 21 | EEA branch senior manager function

management
functions

10C.4.4 G  Asdescribed in SUP 10C.1.7R to SUP 10C.1.8G (Appointed
representatives), SUP 10A specifies certain other controlled functions for

relevant-autherisedpersens SMCR firms.
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10C.5 FCA governing functions: Executive

10C514 G

2 If the ehairman chair of the governing body is also the chief
executive, they will be discharging this function.

10C.5A FCA governing functions: Oversight

Chairman Chair of the nomination committee function (SMF13)

10C5A2 R If the firm has a nomination committee, the ehair chairman of the
nomination committee function is the function of acting in the capacity of
the chairman of that committee.

10C.5A.4 G Please note that the ehatrman chair of the nomination committee function
still applies if the firm is not a CRR firm.

Chairman Chair of the with-profits committee function (SMF15)

10C.5A.12 R  If the firm has a with-profits committee, the ehatrman chair of the with-
profits committee function is the function of acting in the capacity of a non-
executive ehairman chair of the committee.

10C.5A.13 R If the firm has a with-profits advisory arrangement, the ehatrman chair of
the with-profits committee function is the function of being whichever of the
following applies to the firm:

10C.8 The other local responsibility function (SMF22) and EEA branch senior
manager functions (SMF21)

EEA branch senior manager function (SMF21)
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effects contracts of insurance (other than contractually based

investments);

Minimising overlap with the PRA approved persons regime

Table: Examples of how the need for dual FCA and PRA approval in
relation to PRA-authorised persons is reduced

Example Whether Whether Comments
FCA PRA

approval approval

required required
(1)) Ais No. A does Yes, on first | Being ehairman chair of
appointed to be | not need appointment. | the governing body is a
chairman chair | approval to PRA-designated senior
of the governing | perform the management function.
body and chairman Therefore, the answer for
chairman chair | chair of the example (1) applies.
of the nomination
nomination committee
committee at the | function.
same time.
Note 2: Where one of the examples in this table includes someone being
chief risk or finance officer or ehairman chair of the governing body, the
example assumes that the firm is of a type for which that function is a PRA-
designated senior management function.
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10C.10 Application for approval and withdrawing an application for approval

How to apply for approval

10C.108 D (1) An application by a firm for the FCA’s approval under section 59 of
the Act (Approval for particular arrangements) for the performance
of an FCA-designated senior management function must be made by
completing Form A (SURP-10C-Annex2B SUP 10C Annex 3D),
except where SUP 10C.10.9D requires Form E.

10C.10.9 D (1 A firm must use Form E (SUP-10C-Annrex-3D SUP 10C Annex 7D)
where an approved person:

4) A firm must not use Form E if:
@ a notification has been made or should be made:

Q) to the FCA under SUP 10C.14.18R (Changes in
fitness to be notified under Form D); or

(i) fH-the-firmHsaRPRA-authorised-person) to the PRA

under any equivalent PRA rule; or

(b) a notification has been made or should be made to the FCA or

(-the-firmis-a-PRA-autherisedpersen) PRA under any of

the following:

(c) (H-the-firm-is-a-PRA-autherised-person) a notification has

been made or should be made to the PRA under any provision
of the PRA Rulebook corresponding to the requirements in
(b); or

Withdrawing an application for approval
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10C.10.36 R  Afirm notifying the FCA of its withdrawal of an application for approval

10C.11

10C.11.3

10C.11.7

10C.11.17

10C.11.22

10C.11.22

A

must use Form B (SUP-10A-Annex-5R SUP 10C Annex 4R).

Statements of responsibilities

Applications for approval

D  Anapplication by a firm for the FCA s approval under section 59 of the Act
(Approval for particular arrangements) for the performance of an FCA-
designated senior management function must be accompanied by a
statement of responsibilities (SYP-10C-Annex-5B) (SUP 10C Annex 10D).

Revised statements of responsibilities: Procedure

D (1)  Afirmmust provide a revised statement of responsibilities under

section 62A of the Act under cover of Form J (SURP10C-Annex-5DB)
(SUP 10C Annex 9D).

G  The requirement for a single document does not prevent the document
having an attachment sheet for additional information where SUP-10C
Annex5B (SUP 10C Annex 10D) (the FCA’s template for statements of
responsibilities) allows this.

Past versions
G

R Q) This rule applies to an SMCR firm that is a Solvency Il firm
(including a large non-directive insurer).

(2)  Afirm must retain each version of a statement of responsibilities for:

@ (in the case of a large non-directive insurer) six years; or

(b)  (in any other case) ten years;

from the date on which it was superseded by a more up-to-date
version.

(3)  Afirm must be in a position to provide each version to the FCA on
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request for as lonq as the firm is required to retain it.

10C.12 Conditional and time-limited approvals

10C.122 G
3) The FCA has (in SUP 10A) specified controlled functions for
relevant-autherisedpersens SMCR firms that are not designated
senior management functions. See SUP 10C.1.7R to SUP 10C.1.8G
(Appointed representatives) for more about this.
10C.13 Variation of conditional and time-limited approvals

Variation of a conditional approval at the request of the firm: process

10C.13.6 D  Anapplication by a firm to the FCA under section 63ZA of the Act
(\Variation of senior manager’s approval at request of authorised persons)

must be made by using Form | {SURP-10C-Annex4DB)} (SUP 10C Annex 8D).

10C.13.15 R  Afirm notifying the FCA of its withdrawal of an application for variation of
an approval must use Form B (SUP-10A-Annex-5R) (SUP 10C Annex 4R).

10C.14 Changes to an FCA-approved person’s details

Ceasing to perform an FCA-designated senior management function
10C.14.5 R

2 It must make that notification by submitting to the FCA a completed
Form C (SURP-10A-AnrRex6R SUP 10C Annex 5R).

Changes to an approved person’s personal details
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If an FCA-approved SMF manager s title, name or national insurance

number changes, the firm for which the person performs an FCA-designated
senior management function must notify the FCA on Form D (SUR-10A
Annex—/R SUP 10C Annex 6R), of that change within seven business days

of the firm firm becoming aware of the matter.

Changes to arrangements

10C.1415 R (1)

(@)

(b)

If any of the details relating to:

the arrangements in relation to any of a firm’s FCA-approved

SMF managers; or

any FCA-designated senior management functions of one of
its FCA-approved SMF managers;

are to change, the firm must notify the FCA on Form D (SUP-10A
Annex—#R SUP 10C Annex 6R).

10C.15

10C.153 G

Table: FCA approved persons forms and other documents

Forms and other documents and how to submit them to the FCA

Form or other document

Purpose

Handbook
requirement

functions under the
approved persons
regime

Therelevant | SUP10C | Applicationto | SUP 10C.10.8D
Form A Annex2D perform

SUP 10C designated senior

Annex3D | Management

functions

Form B SUP-10A Notice to SUP 10C.10.36R

Annex5R withdraw an

SUP 10C application to

Annex 4R perform controlled

Notice to
withdraw an
application to vary

SUP 10C.13.15R
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an approval under
the senior
managers regime

Form C SUP 10A Notice of ceasing | SUP 10C.14.5R
AnnexbR to perform
SUP 10C controlled
WR functions
Form D SUP-10A Notification of SUP 10C.14.13R
Annex-7R changes in
SUP 10C personal SUP 10C.14.15R
WR information or
- application details
or functions
Notification about | SUP 10C.14.18R
fitness or of breach
of conduct rules SUP 10C.14.22R
Form E SUP10C Internal transfer of | SUP 10C.10.9D
Annex-3D an approved
SUP 10C person
Annex 7D
Form | SUP 10C Application to SUP 10C.13.6D
Annhex4b vary a conditional
SUP 10C approval
Annex 8D
FormJ SUP10C Notification of SUP 10C.11
Annex-6b significant change
SUP 10C to a statement of
Annex 9D responsibilities
Relevant SUP 10C SUP 10C.11
statement of Anhex5Db
responsibilities SUP 10C
Annex 10D
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Method of submission: electronic submission
10C.15.11 R

2 A firm must use the version of the form or document made available
on the electronic system referred to in (1), which is based on the
version found in the applicable Annex to this chapter erto-SUR-10A
(which-are listed in SUP 10C.15.3G).

Method of submission: other forms of submission
10C.15.14 R

(2)  Afirm must use the version of the form or document found in the
applicable Annex to this chapter erto-SUP-10A (which-are listed in
SUP 10C.15.3G).

10C Annex  Summary of forms and their use in the senior managers regime
2G

Function Form Submission
(17) Significant change to an approved Form J The revised statement of
person’s responsibilities. responsibilities should be
Form J .
included. A statement of
should not o .
be used if responsibilities must be submitted
the firm is in the format prescribed by the
also FCA (SUR-10C-Annex-5DB) (SUP
submitting 10C Annex 10D).
a Form A,
E or | for
the same
SMF
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manager

[Editor’s note: The tables in SUP 10C Annex 1 (What functions apply to what type of firm)
included in the instrument in CP17/25 and CP17/26 are amended by replacing “chairman”
with “chair” wherever it appears. These changes are not shown.]

Delete the following annexes to SUP 10C. The deleted text is not shown

SUP 10C Annex 1 Summary of forms and their use in the senior management regime for
SMF managers

SUP 10C Annex 2D Form A: Application to perform senior management functions

SUP 10C Annex 3D Form E: Internal transfer of an approved person (for firms and
individuals subject to the senior management regime)

SUP 10C Annex 4D Form I: Application for the variation of a conditional approval for
performance of a senior management function

SUP 10C Annex 5D Statement of responsibilities

SUP 10C Annex 6D Form J: Notification of significant change to a statement of
responsibilities

Insert the following annexes in the appropriate position. The text (which consists of forms) is
included in Part 1 of Annex W of this instrument. The text in ordinary type is the title of the
form to be included. Underlined text is to be included in the Handbook as a heading.

10C Annex  Form A: Application to perform senior management functions
3D

Long Form A
Long Form A - Dual regulated firms (including EEA and third country firms)

Long Form A — UK and overseas firms (not incoming EEA) for MiFID authorisation
applications

Short Form A

Short Form A - Dual regulated firms (including EEA and third country firms)

10C Annex  Form B: Notice to withdraw an application to perform controlled
4R functions (including senior management functions)

Form B — Notice to withdraw an application to perform controlled functions (including senior
management functions)

10C Annex  Form C: Notice of ceasing to perform controlled functions including
5R senior management functions

Form C — Notice of ceasing to perform controlled functions including senior management
functions
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10C Annex  Form D: Notification: Changes to personal information/application
6R details and conduct breaches/disciplinary action related to conduct

Form D — Notification: Changes to personal information/application details and conduct
breaches/disciplinary action related to conduct

10C Annex  Form E: Internal transfer of a person performing a controlled function
7D

Form E — Internal transfer of a person performing a controlled function for dual regulated
firms

10C Annex  Form I: Application to add, vary or remove a conditional approval for
8D the performance of a senior management function

Form | — Application to add, vary or remove a conditional approval for the performance of a
senior management function

10C Annex  Form J: Notification of significant changes in responsibilities of a person
9D performing a senior management function

Form J — Notification of significant changes in responsibilities of a person performing a
senior management function
10C Annex  Statement of responsibilities

10D

Statement of responsibilities for dual-regulated SMCR firms

12 Appointed representatives

12.4 What must a firm do when it appoints an appointed representative or an
EEA tied agent?
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G  Inassessing, under SUP 12.4.2R(2)(b), whether an appointed representative
or prospective appointed representative is otherwise suitable to act for the
firm in that capacity, a firm should consider:

)

the fitness and propriety (including good character and competence)
and financial standing of the controllers, directors, partners,
proprietors and managers of the person; firms seeking guidance on
the information which they should take reasonable steps to obtain
and verify should refer to FIT and the questions in the relevant Form
A (Application to perform controlled functions under the approved
person regime) in SUP 10A Annex 4 erinthe-PRA-s+ulebook.

Continuing obligations of firms with appointed representatives or EEA tied

agents

Obligations of firms under the approved persons and senior managers regime

G
(4)

The approved persons regime for relevant-adthorised-persons SMCR
firms is in SUP 10C (FCA senior management managers regime for

approved persons in relevant-autherisedpersons SMCR firms),
rather than SUP 10A. However, SUP 10A still applies to approved

persons of appointed representatives of relevantauthorised-persons
SMCR firms (see SUP 10A.1.16BR to SUP 10A.1.16DG and SUP
10C.1.8G for more about this).

The certification regime

G  SYSC 27.4.2G explains the application of the certification regime in SYSC

27 to appointed representatives of relevant-autherisedpersens SMCR firms.
The certification regime does not apply to firms that are not relevant

authorised-persons SMCR firms.

Quialifying for authorisation under the Act

Which rules will an incoming EEA firm be subject to?
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13A.6.3 G
2 An EEA SMCR firm erFreaty-firm-which-is-an EEArelevant
authorised-persen should also refer to SUP 10C (FCA senior
management managers regime for approved persons in relevant
autherisedpersens SMCR firms).
13A Application of the Handbook to Incoming EEA Firms
Annex 1G

(1) Module of (2) Potential application to an | (3) Potential application
Handbook incoming EEA firm with to an incoming EEA
respect to activities carried on firm with respect to
from an establishment of a activities carried on
firm (or its appointed other than from an
representative) in the United establishment of the
Kingdom firm (or its appointed
representative) in the
United Kingdom

SYSC
SYSC 19A, 19B, 19C and 19D
do not apply.

SYSC 2310 27 apply with the | 5y 3 19 27 do not
modifications described in those apply
chapters.

COCON COCON applies to employees of | Does not apply.
firms which are relevant
authorised-persons SMCR firms.

See COCON 1.1 for detailed
rules on the application of
COCON.

APER APER applies to approved Not relevant because
persons etherthanrelevant SUP 10A does not apply.
authorised-persons of firms other
than SMCR firms {ARPER
1L 1IALG). See below under SUP
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10A as to whether controlled
functions are performed, and
approval therefore required.

SUP

SUP 10A (Approved persons)

Applies to an EEA firm that is
not an SMCR firm, but the
applicable controlled functions
are limited. See SUP 10A.1
(Application) for more detailed

guidance. SUP-10A-applies-ina

SUP 10A (Approved
persons)

Does not apply (SUP
10A.1.6R).

limited way in relation to an
Solvency H firm (see SUP
SUP 10C {(FGA-senior Apphesto-EEARcoming
approved-personsinrelevant relevant-authorised

i (FCA persons, but the
senior managers regime for appheable-controbed
approved persons in SMCR funetions-are-Hmited—See
firms) SUP10C I (Application}
Applies to EEA SMCR firms, but .

goidanee-

the applicable controlled
functions are limited. See SUP

Does not apply

10C Annex 1 (What functions
apply to what type of firm) for
more details of what functions

apply.

Notifications to the FCA

Application
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Relevant-authorised-persens SMCR firms
R The following apply only to relevant-autherised-persens SMCR firms:

Purpose

G  SUP 15.11 (Natification of COCON breaches and disciplinary action)
provides rules and guidance on notifications to the FCA by arelevant

authorised-person an SMCR firm where the relevantauthorised-person

SMCR firm takes disciplinary action in relation to any conduct rules staff
and the reason for taking that action is a reason specified in rules made by
the FCA. This is a requirement imposed under section 64C of the Act.

General notification requirements

4) SUP 10C.14 only applies to relevantauthorised-persens SMCR firms.

SUP 10A.14 applies similar, but less extensive, obligations to firms

that are not relevant-authorised-persens SMCR firms. Paragraphs (2)

and (3) apply to those notifications as well. Such notifications should
however be made under SUP 10A.14.

Inaccurate, false or misleading information

G  SUP 15.11.13R(4) adjusts the time when, and how, arelevantautherised
persen an SMCR firm should make updates under SUP 15.6.4R about
notifications under section 64C of the Act (Notification of disciplinary
action against certain employees).

Notification of COCON breaches and disciplinary action

R

15.11.15A R (1) If a firm to which SUP 15.11.14R applies fails to submit a completed

notification under SUP 15.11.13R by the date on which it is due, in
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accordance with SUP 15.11.13R, the firm must pay an administrative
fee of £250.

(2)  The administrative fee in (1) does not apply if the firm is unable to
submit a report in electronic format within the time required because
of a systems failure of the kind described in SUP 15.11.14(3).

15 Annex  Form H: Form for the notification of disciplinary action relating to conduct

7R rules staff (other than SMF managers) in relevantautherisedpersens SMCR

firms

Delete the form in SUP 15 Annex 7R and replace it with the new form titled “Notification of
Disciplinary Action relating to conduct rules staff (other than SMF managers) in SMCR
firms” as set out in Part One of Annex W of this instrument. The deleted text is not shown.

TP 6 Financial Services (Banking Reform) Act 2013: Approved persons

Note to the reader

6.1.1-2 G (1) SUP TP 6 has not been amended to reflect changes in the FCA
Handbook and Glossary since the beginning of 2018. This is because
it is made up of transitional provisions that mostly expired before
then.

(2)  Asmall number of provisions may have effect beyond that date. To
help the reader, the table in SUP TP 6.1.1-1G explains how
superseded Glossary terms in SYSC TP 5 should be interpreted.

6.1.1-1 G  Table: Meaning of superseded Glossary terms
Term in SYSC TP 5 Term that has replaced it
EEA relevant authorised person EEA SMCR dual regulated banking
sector firm
non-UK relevant authorised person an EEA SMCR dual regulated banking

sector firm or a third-country SMCR dual
requlated banking sector firm

relevant authorised person SMCR dual requlated banking sector
firm
third-country relevant authorised third-country SMCR dual requlated
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person banking sector firm
UK relevant authorised person UK SMCR dual requlated banking sector
firm

Part 4: Comes into force [ ] 2019 [about six months before main commencement date for
solo-regulated firms]

TP 10 Bank of England and Financial Services Act 2016: Approved persons

10.23 Forms
10.23.1 R Form K

[Insert here the form titled “Conversion Notification Form — FCA Solo Regulated
Firms (Form K)”. The text of this form is contained in Part One of Annex W of
this instrument]

Part 5: Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

6 Applications to vary and cancel Part 4A permission and to impose, vary or
cancel requirements

6.3 Applications for variation of permission and/or imposition, variation or
cancellation of requirements
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How a variation of permission may affect the firm’s approved persons

G

1)

()

Where a firm is submitting an application for variation of Part 4A
permission which would lead to a change in the controlled functions
of its approved persons, it should, at the same time and as
appropriate:

@) make an application for an internal transfer of an approved
person, Form E (Internal transfer of a person performing a
controlled function), or make an application for an individual
to perform additional controlled functions, the relevant Form
A (Application to perform eentroHed senior management
functions); see:

(1) SUP10A13.3Dte-SUP-10A L35G Horafhm-thatts
notan-SMCR-firm); [deleted]

(i)  SUP 10C.10 foranSMCR-firmy; or

(iii)  the corresponding PRA requirements;

(b) notify the FCA or PRA of any approved person who has
ceased to perform a controlled function specified by that
regulator, Form C (Notice of ceasing to perform controlled
functions (including senior management functions)); see:

(i)  SUP10AI4(forafirmthatis-not-an-SMCRfirm);
[deleted]

(i)  SUP 10C.14 {feran-SMCR-firmy; or
(iii)  the corresponding PRA requirements;

If the firm intends to recruit new individuals to perform controlled
functions, it should apply for approval of the individuals as approved
persons as soon as possible using Form A (Application to perform
controled senior management functions); see:

@) SURPI0AA3-Horatirm-thatis-notan-SMERFrm): [deleted]
(b) SUP 10C.10 foran-SMCR-firm); or

(©) the corresponding PRA requirements.

Applications for cancellation of permission
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Approved persons
6.4.18 G (1 A firm which is applying for cancellation of Part 4A permission and
which is not otherwise authorised by, or under, the Act should, at the
same time:

(@) comply with:

() SUP 10A.14.8R (for a firm that is not an SMCR firm);
[deleted]

(i)  SUP 10C.14.5R {feran-SMCR-firm); or

(iii)  the corresponding PRA requirements; and

10A FCA Approved Persons in Appointed Representatives

10A.1 Application

10A.1.1 R This chapter applies to every —firm-thatis-retar SMCR firm that has an
appointed representative.

&  and

10A.1.2 G  This chapter is also relevant to every-FCA-approved-person:

1) of a-firm-that-is-net an SMCR-firm FCA-approved person of an
appointed representative of an SMCR firm; and

(2 of any-appointed representative -including-of an appointed

representative of an SMCR firm.

Overseas firms appointed representatives: UK services

10A.1.5 R (@A This chapter does not apply in relation to an everseas-firm overseas
appointed representative in relation to regulated activities which are
carried on in the United Kingdom other than from an establishment
maintained by #-erits that appointed representative in the United
Kingdom.
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An overseas appointed representative means an appointed
representative which has its registered office (or, if it has no
registered office, its head office) outside the United Kingdom.

Overseas firms appointed representatives: UK establishments

-(1) Onbhythefolowing This rule modifies the effect of the FCA

R

1)

(2)

(3)
(4)
(5)
(6)

controlled functions set out in this rule so far as they apply in
relation to an everseasfirm overseas appointed representative which
maintains an establishment in the United Kingdom from which
regulated activities are carried on : .

the The director function where only applies to the extent that the
person performing that function:

@) has responsibility for the regulated activities of a the UK
braneh establishment which are likely to enable ki them to
exercise significant influence over that braneh establishment;
or

(b) is someone whose decisions or actions are regularly taken
into account by the governing body of that braneh;
establishment.

the The non-executive director function where only applies to the
extent that the person performing ene-ef-thosefunctions that
function:

@) has responsibility for the regulated activities of a the UK
braneh establishment which is likely to enable ki them to
exercise significant influence over that braneh establishment;
or

(b) is someone whose decisions or actions are regularly taken
into account by the governing body of that braneh;
establishment.

the-chief-executive-function; [deleted]

the- FCA-required-functions; [deleted]
the-systems-and-controlsfunetion; [deleted]

he sianifi function in.so faras the function_rel
to:

d. esignated “'“ESE'."Q'.'E blu’s:_ness etll'.e' that _' ellealmgﬁnln
Regulated Activities Order; or
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taimmscli L simil . : hi
relates to designated investment business; and [deleted]

@) the-customer-funetion: [deleted]

(8)  An overseas appointed representative means an appointed
representative which has its registered office (or, if it has no
registered office, its head office) outside the United Kingdom.

Incoming EEA firms; and incoming Treaty firms and-JCIFS-qualifiers

R

G

G

G

This chapter does not apply in relation to the appointed representative of:

1) an incoming EEA firm; or
2 an incoming Treaty firm; of
) aUCHSqualifier;

if and in so far as the question of whether a person is fit and proper to
perform a particular function in relation to that firm is reserved, under any of
the Single Market Directives, the Treaty;-the- JCH-S-Directive or the auction
regulation, to an authority in a country or territory outside the United
Kingdom.

SUP 10A.1.7R reflects the provisions of section 59(8) of the Act and, in
relation to an incoming Treaty firm anda-JCHFS-gqualifier, the Treaty and
the UCIHTS-Directive. It preserves the principle of Home State prudential
regulation. In relation to an incoming EEA firm exercising an EEA right, or
an incoming Treaty firm exercising a Treaty right, the effect is to reserve to
the Home State regulator the assessment of the fitness and propriety of a
person performlng a functlon in the exercise of that rlght A—membe#ef—the
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Incoming EEA firms: passported activities from a branch

10A.111 R

6 [deleted]

@) I uncti her t I his rel he function.i
SUP10A10-7R4)and-(H- [deleted]

Incoming EEA firms etc with top-up permission activities from a UK branch

10A.1.13 R Inrelattonto-theactivittes-of-atirmtorwhieh-thas-atop-up-permission;

{6}  ldeleted]
3)  thecustomerfunction. [deleted]

10A.1.14 R
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firm-had-been-a-Uifirm: [deleted]

Appointed-representatives Exclusions and modifications

10A.115 R
10.1.15A R
10A.116 R
10A.1.16A R

he-descriptions-ofthe following-FCA-controlled functions-apphyto-an
appointed-representative-ofafirmexeept This chapter does not apply in
relation to CBTL business or an introducer appointed representative;-as-they

apply to an FCA-authorised person: .

for o tied ; fielag) e and

@ cunction other than in relati inc in the capaci

The FCA governing functions do not apply to a tied agent of an EEA MiFID
investment firm.

(1)  SYUPR1BA-1A5R This chapter is modified in relation to an appointed
representative meeting the conditions in (2) so that only one of the
following FCA governing functions:

@) director function; or

(b) chief executive function; or

(©) partner function; or

(d) director of unincorporated association function;

applies, as appropriate, to an individual within that appointed
representative who will be required to be an FCA-approved person.

(2 The conditions are that:

@) the scope of appointment of the appointed representative
includes insurance distribution activity in relation to non-
investment insurance contracts or credit-related regulated
activity, but no other regulated activity; and

(b) the principal purpose of the appointed representative is to
carry on activities other than regulated activities.

Fhis The customer function is the only controlled function in this chapter
that applies to an appointed representative that is an SMCR firm and has a
limited permission to carry on a regulated activity prescribed for the
purposes of section 39(1E)(a) of the Act-as-foHows: .

Page 180 of 495



FCA 2018/XX

10A.1.16B R DAL 15R and-SY
of-an-SMCR-firm- [deleted]

10A.1.16C G (&)  Referencesinthischapterto-afirm-include-an-SMCR-firm-butenly
to-the-extentregquired-by-SUP-10A-1-16BR Certain additional
controlled functions apply to a firm in SUP 10A.1.16AR under SUP
10C (FCA senior managers regime for approved persons in SMCR

firms).

Senior management functions

10A.1.16D G

2) Generally, the FCA does not think that a person performing a
function in SUP-10A-116BR this chapter will have sufficient
responsibility for managing the affairs of the appointed
representative’s principal (as opposed to managing the affairs of the
appointed representative itself) to perform a senior management
function.

3) Therefore:
@) the FCA has not designated any of the functions in SUP
10A-116BR this chapter as a senior management function;
and

(b) none of the functions in SUP-10A-1-16BR this chapter are
designated senior management functions.

Members of a profession

10A.1.17 R (&)  TFhischapter-exceptinrespectofthe FCA-required-funetions-does
I horised professional firm i i
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ol | cubsidiaryof:

(o)  avegistered-sociaHandlord;or

& II" A with peFmission-to-carry OR-Insurance d'sl t”but'e'l' aetmtyl H I
activity-{exceptadvising-onP2P-agreements): [deleted]

IE.“'” bealna’tt_el ol I_aet H eael_l Sase-whetherhaving-regard-to all_tlne -
G".GH“,'SEG' 1S thcluding H-pa teulal when_e t_ln_e vatance of the business Hies
& I'.”'.' S p.unelp_al PuFposetstocarry-on ae“"'tl'es_ etlle, '. thak |egu|a_tee|
activities Illalnn wIS|Ie|S te.lely .G“.SHII 10AL 1.8” ttshoula be_m_a_
other-thanregulated-activities: [deleted]

idders | L .

Fot a_lu_m El.'atl |_s|e|;_ee|n_pt I'e.'“.l““' B u_nelen’ all E'elelz(i)(') and MIIGI sel oRly
functions-that-apphy-to-itare:
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CASSHarge-debt-managementfirm-with-respectto-the- CASS
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10A.2

10A.2.1

10A.3

10A.3.3

10.3.4

10A .4

10A.4.2
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Obligations on firms

G (1) Therequirements in this chapter about notifications and applications
are addressed to firms. This means the appointed representative’s
principal.

2 If an appointed representative has more than one principal, the
requirements in (1) are addressed to the approved person employer
of the approved person in guestion.

Purpose

G  The immediate purpose of SUP 10A.3 to SUP 10A.11 is to specify, under

section 59 of the Act, descriptions of the FCA controlled function which are
listed in SUP 10A.4.4R. The underlying purpose is to establish, and mark
the boundaries of, the “FCA-approved persons regime” for appointed
representatives.

Provisions related to the Act

Arrangement is defined in section 59(10) of the Act as any kind of
arrangement for the performance of a function which is entered into by a
firm or any of its contractors with another person and includes the
appointment of a person to an office, his their becoming a partner, or his
their employment (whether under a contract of service or otherwise). For-the

tting thic_Thi ot . | e arise. f
, , iee- [deleted]

Specification of functions
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PRA-autherisedpersen- [deleted]

R FCA controlled functions

(FCA controlled functions for ECA-authorisedpersons-and appointed

representatives)

Type CF Description of FCA controlled function
FCA 1 Director function
governing
functions*
2 Non-executive director function
3 Chief executive function
4 Partner function
5 Director of unincorporated association function
6 L friend| ot f 3
ECA 8 Apportionment-and-oversight function
reqm_;ed
functions*
10 T oy 3
10A onal —y ;
11 I ori - ;
20 Benc! submission f 3
50 Benc!  admini onf )
Systems 28 | Systems-and-controlsfunction
and
controls
function*
- 29 anifi : )
nt
function*
Customer- | 30 Customer function
dealing
function
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*FCA significant-influence functions

10A.5 Significant-influence functions

What are the FCA significant-influence functions?

10A.5.1 G  The FCA significant-influence functions, which are specified in SUP
10A.4.1R, comprise the FCA governing functions (SUP 10A.6)-the FCA

reguired-functions(SUP-10A- ) the-systems-and-contrelsfunction (SUPR
10A.8) and the significant management function (SUP 10A.9). SUP 10A.5

applies to each of the FCA significant-influence functions.

Periods of less than 12 weeks
10A.5.6 R If:

1) a firm or its appointed representative appoints an individual to
perform a function which, but for this rule, would be an FCA
significant-influence function;

10A.5.7 G SUP 10A.5.6R enables cover to be given for, as an example, holidays and
emergencies and avoids the need for the precautionary approval of, for
example, a deputy. However, as soon as it becomes apparent that a person
will be performing an FCA controlled function for more than 12 weeks, the
firm appointed representative’s approved person employer should apply for
approval.

10A.6 FCA governing functions
Introduction

10A.6.1 G  Every firm appointed representative will have one or more persons
responsible for directing its affairs. These persons will be performing the
FCA governing functions and will be required to be FCA-approved persons
unless the application provisions in SUP 10A.1, or the particular description
of an FCA controlled function, provide otherwise. For example, each
director of a company incorporated under the Companies Acts will perform
an FCA governing function.

hat i ina functions. includ
10A.6.3 R  Each-ofthe FCA-governingfunetionsincludes:
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oo NMIDB

Director function (CF1)

R

R

If afirm an appointed representative is a body corporate (other than a
limited liability partnership), the director function is the function of acting
in the capacity of a director (other than non-executive director) of that firm
appointed representative.

1) If a-firm an appointed representative is a body corporate (other than
a limited liability partnership), the director function is also the
function of acting in the capacity of a person:

@) who is a director, partner, officer, member (if the parent
undertaking or holding company is a limited liability
partnership), senior manager, or employee of a parent
undertaking or holding company of the fi+m appointed

representative; and

(b) whose decisions or actions are regularly taken into account
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by the governing body of the firm appointed representative.

2 (1) does not apply if that parent undertaking or holding company has
a Part 4A permission or is regulated by an EEA regulator.

3) (1) does not apply to the function falling into SUP 10A.6.13R (hon-
executive director of the parent undertaking or holding company).

10A.6.9 G

) individual of e which_maintai blis)
"' ’tlneluluteld I;_mgl_ele_ III II|9|I“ which |e_g| u_ll_a_teel Faet'l"'“es are el amel d

hict likel blo hi oo cianifi
influence-overthe UK-branch. [deleted]

Non-executive director function (CF2)

10A.6.12 R If afirm an appointed representative is a body corporate, the non-executive
director function is the function of acting in the capacity of a non-executive
director of that firm appointed representative.

10A6.13 R (1) If afirm an appointed representative is a body corporate, the non-
executive director function is also the function of acting in the
capacity of a person:
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@) who is a non-executive director of a parent undertaking or
holding company; and

(b) whose decisions or actions are regularly taken into account
by the governing body of the firm appointed representative.

However, (1) does not apply if that parent undertaking or holding
company has a Part 4A permission or is regulated by an EEA
regulator.

[deleted]

Guidance on persons in a parent undertaking or holding company exercising
significant influence

G

1)

Fhis-paragraph-explains The explanation in SUP 10C.5B.2G of the
basis on which the group entity senior manager function is included
as a controlled function for an SMCR firm is also relevant to the
basis on which the director function and the non-executive director
function are applied to persons who have a position with the-firm-s
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an appointed representative’s parent undertaking or holding
company under SUP 10A.6.8R or SUP 10A.6.13R.

@ he basic pesition i ) 246 Asis ith all
controHedfunctions; The guidance in SUP 10C.5B.3G to SUP

10C.5B.5G about when the group entity senior manager function
applies to an SMCR firm is also relevant to when those who have a
position with an appointed representative’s parent undertaking or
holding company may be performing a controlled function under

SUP 10A.6.8R and or SUP 10A.6.13R. are-subject-to-the-overriding
e 3R whidl I . :

Chief executive function (CF3)

R

G

G

The chief executive function is the function of acting in the capacity of a
chief executive of a-firm an appointed representative.

This function is having the responsibility, alone or jointly with one or more
others, under the immediate authority of the governing body:

(1)  for the conduct of the whole of the business (or relevant activities);
or

2 in the case of a braneh branch in the United Kingdom of ar-everseas
firm a non-UK appointed representative, for the conduct of all of the
activities subject to the UK regulatory system.

For a branch branch in the United Kingdom of an-everseasfirm a non-UK
appointed representative, the FCA would not normally expect the overseas
chief executive of the firm appointed representative as a whole to be FCA-
approved for this function where there is a senior manager under him them
with specific responsibility for those activities of the braneh branch which
are subject to the UK regulatory system. In some circumstances, the person
within the firm appointed representative responsible for UK operations may,
if the function is likely to enable him them to exercise significant influence
over the braneh branch, also perform the chief executive function {see-SUP

Partner function (CF4)

R

Q) If afirm an appointed representative is a partnership, the partner
function is the function of acting in the capacity of a partner in that
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firm appointed representative.

2 If the principal purpose of the firm appointed representative is to
carry on one or more regulated activities, each partner performs the
partner function.

3) If the principal purpose of the firm appointed representative is other
than to carry on regulated activities:

@) a partner performs the partner function to the extent only that
he-has they have responsibility for a regulated activity; and

(b) a partner in afi#m an appointed representative will be taken

to have responsibility for each regulated activity except
where the partnership has apportioned responsibility to
another partner or group of partners.

10A6.24 G

10A6.25 G

funetion- [deleted]
10A.6.26 R If afirm an appointed representative is a limited liability partnership, the
partner function extends to the firm appointed representative as if the firm

appointed representative were a partnership and a member of the firm
appointed representative were a partner.

Director of unincorporated association function (CF5)

10A.6.29 R If afirm an appointed representative is an unincorporated association, the
director of unincorporated association function is the function of acting in
the capacity of a director of the unincorporated association.

Small friendly society function (CF6)

10A6.31 R &  Hafirmisanon-directivefriendly-societythe-small-friendly-society
unction is the function-of directing its affairs.ei | int]
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with-others:

each-person-with-responsibiityfor-directing-Hs-affairs-performs-the
FCA-controlled-function-

H H.'e. p'III’IGIpEH purpose-of-the tirmHs g“'.e' than-to carry-on |_egulated
ElGElluIEIES ape||se||| |9|EI|9IIIIS tlle_|5|_|||_all Fl”e”db sel e'e? IH'.'G.E'G.” only
[deleted]

10A6.32 R

10A6.33 G

10A.6.34 G iapracticethe- FCA-expectsthatmostnen-directive-friendhysocietieswill

10A.7 FCA required functions [deleted]
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10A.8 Systems and controls functions [deleted]
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10A.8.4
10A-8-5
10A.9 Significant management functions [deleted]

licati
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10A.12.1
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Customer-dealing functions
Introduction

R SUP 10A.10 applies with respect to activities carried on from an
establishment maintained by the firm-{erby-its appointed representative} in
the United Kingdom.

The basic rule about the customer function

G

R A function is only part of the customer function if it is:

(1)  carried out for an appointed representative of an SMCR firm; or

(2)  otherwise performed under an arrangement under section 59(2) of
the Act (Approval for particular arrangements) entered into by an
appointed representative of an SMCR firm.

G  Section 59(2) of the Act covers a controlled function performed under an
arrangement entered into by a contractor of a firm in relation to the carrying
on by the firm of a requlated activity. Section 59(2) is reflected in SUP
10A.3.1R(2) (Provisions related to the Act).

Customer function (CF 30)

R  The customer function is the function of:

(6) incin g v of and I .
funetions-connected-to-this; [deleted]

Procedures relating to FCA-approved persons
Forms

G  The forms listed in SUP 10A.12.2G are referred to in SUP 10A.12

(Procedures relating to FCA-approved persons) to SUP-10A 7 {Further
guestions) SUP 10A.16 (How to apply for approval and give notifications).

G  Table: FCA-approved persons forms
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Form Purpose Handbook
requirement

the Fherelevant Application to perform SUP 10A.13.3D
relevant | enlineform-on | controlled functions
Form A | the FCA-and under the approved
PRA s online persons regime

{See-Nete) SUP
10C Annex 3D

Form E | Fherelevant Internal transfer of an SUP 10A.14.4D
online-form-en | approved person

theform-in SUPR
10A-Annex-8D

{See-Nete) SUP
10C Annex 7D

10A.13 Application for approval and withdrawing an application for approval

Who should make the application?

10A135 G (1) In accordance with section 60 of the Act (Applications for approval),
applications must be submitted by, or on behalf of, the firm itself, not
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by:

@ the FCA candidate; or

(b) {where-the FCA-candidate-worksfor-the-firm-s-parent
undertaking-or-helding-company the appointed
representative.

) Uy this will e the fiem that is employing ¢ id

0O N AWa a a

alse-SYSC-8-1L1AR- [deleted]

Outsourcing arrangements

. bmitting f
arrangements
Firm-Atofirm B The FCAwill consider | FirmB-submits FCA-
A 1o have taken approved persons forms
|ease||a_ble caretit or-pehath-offirm-A
e|_|te|s to-2 eent_l ast .
With-8 H'Inldelﬁ Which B. S
thatthe relevant FCA
controledfunctions-are
performed-by-FCA-
approved-persens,-and
o
that#t ISI |ease||_|able ot
Outsoureing-by-Ato-B | See SUP-10A-3-4G See-SUP-1578G
{both-being-a-member
of the same-United
Kingdom-greup-and
each having its
. | office in
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fted Kingdom:
person-notpartofthe | perfermance-of)any the FCA-undera
o e function 4
s.a.lne group-as+i _ ae.tl'l‘"% ou ESGH.'IGEQ.EG B | controlied i
(i) Ato B, where A is 1S as_|g|||||ea||t thttuence
o responsibility for the
overseas firm in the
. . outsourced-arrangement
B is an overseas & lld T subnluts 2 Iel.”."l"' |
undertaking of the
same group
.(”')’ 1o BI wl_|e|e|, '
g
subsmllalyﬁ_el an Y
an-overseas
undertaking of the
Sarne-group

1)

)

A firm must use Form E where an approved person is both ceasing
to perform one or more controlled functions and needs to be
approved in relation to one or more FCA controlled functions within
in relation to the same firm or in relation to a firm in the same group.

A firm must not use Form E if:

(©)

in relation to any:
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perform fer in relation to that firm or a firm in the
same group.

Moving between firms

10A.146 G  Ifitis proposed that an FCA-approved person will no longer be performing
an FCA controlled function under an arrangement entered into by ene-firm
or-one-of-itscontractors the appointed representative of one principal, but
will be performing the same or a different FCA controlled function under an
arrangement entered into by a-nrew-firm-or-one-ofits-contractors the
appointed representative of a new principal (whether or not the new firm
principal is in the same group as the old firm principal and whether or not
the appointed representative is the same), the new firm principal will be
required to make a fresh application for the performance of the FCA
controlled function by that person.

Ceasing to perform an FCA controlled function
10A.148 R
(2 If:

@ the firm is also making an application for approval for that
approved person to perform a controlled function within in
relation to the same firm or a firm in the same group; and

10A.1410 R (1)  Afirm must notify the FCA as soon as practicable after it becomes
aware, or has information which reasonably suggests, that it will
submit a qualified Form C in respect of an FCA-approved person.

(2 Form C is qualified if the information it contains:

@ relates to the fact that the firm or the appointed representative
has dismissed, or suspended, the FCA-approved person from
its employment; or

(b) relates to the resignation by the FCA-approved person while
under investigation by the firm, the appointed representative,
the FCA or any other regulatory body; or

(© otherwise reasonably suggests that it may affect the FCA’s
assessment of the FCA-approved person’s fitness and
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propriety.

Changes to an approved person’s personal details

R If an FCA-approved person’s title, name or national insurance number
changes, the firm fer in relation to which the person performs an FCA
controlled function must notify the FCA on Form D (SUP 10C Annex 6R)
of that change within seven business days of the firm becoming aware of the
matter.

G (1 If, in relation to a firm which has completed the relevant Form A

SUP-10A-Annex4D) (SUP 10C Annex 3D), any of the details

relating to arrangements and FCA controlled functions are to change,
the firm must notify the FCA on Form D (SUP 10C Annex 6R).

References and accurate information
References
G (1 SYSC 22 (Regulatory references) says that if a firm (A):

@ is considering appointing a person (P) to perform any
controlled function or certain other functions;

(b) requests a reference from a firm (B) that is P’s current or
former employer; and

(©) indicates to B the purpose of the request;

B should, as soon as reasonably practicable, give a reference to A.

) bhis sl £ e ok pieh ( .

(4)  SYSC 22.8.3R and SYSC 22.8.4R (Appointed representatives) say
that this applies to B’s appointed representatives as well as to B.

The need for complete and accurate information
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The obligations to supply information to the FCA under either SUP
10A.14.8R or SUP 10A.14.10R apply notwithstanding any agreement (for
example a ‘COT 3’ Agreement settled by the Advisory, Conciliation and
Arbitration Service (ACAS)) or any other arrangements entered into by a
firm or its appointed representative and an employee upon termination of the
employee’s employment. A firm should not (and should ensure that its
appointed representatives do not) enter into any such arrangements or
agreements that could conflict with its obligations under this section.

How to apply for approval and give notifications

D

R

(1)  This direction applies to an application under Form A or Form E.

2 Subjeetto-2A)an An application by-a-firm must be made by
submitting the Form enline-at-fea-org-uk-using-the-form-specified-on
the- FCA-s-and-PRA-s-enline-notification-and-application-system in

accordance with the requirements in SUP 10C.15 (Forms and other
documents and how to submit them to the FCA) about the
submission of those Forms.

(2A)

(4)

()

e&hepdeeumemsﬁnd—hwﬁesubmmthem%meﬁ% [deleted]

(1)  This rule applies to a notification under Form B, Form C or Form D.

2 A notification must be made in accordance with SUR-10A16-1D;
hat 4 iy whicl : be f |
10C-Annex-5R-or- SURP-10C-Annex-6Rrather-than-the-Annexes
mentioned-in-SUP-10A-16-1D the requirements in SUP 10C.15
(Forms and other documents and how to submit them to the FCA)
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about the submission of those Forms.

@) fication by a fise i selat trolled function to-whic

10A.16.2A R
10A.163 G

method-efnotittcation)showld-be-used: [deleted)]
10A.16.4 G 'V

or-the-egquivalentsituation-under SURP-10A-
: - [deleted]

10A.17 Further questions [deleted]

10A17.1 G A list of frequently asked questions and answers is at SUP 10A Annex 1.

Delete the following Annexes. The deleted text of each Annex is not shown.

10A Frequently asked questions [deleted]
Annex 1G
10A Approved persons regime: summary of forms and their use for applications

Annex 2G for approval to perfom an FCA-controlled function [deleted]

10A Form A: Application to perform controlled functions under the approved
Annex 4D  person regime [deleted]

10A Form E: Internal transfer of an approved person [deleted]
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Annex 8D
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Amend the following as shown.

[Editor’s note: The text of SUP 10C takes into account the amendments proposed in the
instrument included in CP17/25 and 17/26 as if it was made, as amended in the earlier parts
of this annex.]

10C FCA senior managers regime for approved persons in SMCR firms

10C.1 Application

Appointed representatives

10C.1.7 R This chapter does not deal with an approved person who is approved

under SURP-10A-1-16BR-(Appeintedrepresentatives) SUP 10A (FCA

Approved Persons in Appointed Representatives).

10C.1.8 G O SUP10AL15R 16 SUP-10A 116D G- (Appotnted
representatives)-deal SUP 10A (FCA Approved Persons in
Appointed Representatives) deals with the approved persons
regime for appointed representatives of SMCR firms.

(5) This chapter, rather than SUP 10A, deals with an appointed
representative that has a limited permission to carry on a
requlated activity prescribed for the purposes of section

39(1E)(a) of the Act.
10C.3 General material about the definition of controlled functions
10C.3.4 G  The FCA has (in SUP 10A (FCA Approved Persons in Appointed

Representatives)) specified controlled functions for SMCR firms that

are not designated senior management functions. {See- SURP-10C-1-#Rto

10C.4 Specification of functions

10C.4.3 R
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Type SMF

Description of FCA controlled
function

FCA governing | SMF 1

Chief executive function

functions
SMF 3

Executive director function

SMF 7

Group entity senior manager function

SMF 9

Chairman Chair of the governing body
function

SMF 10

Chairman Chair of the risk committee
function

SMF 11

Chairman Chair of the audit committee
function

SMF 12

Chairman Chair of the remuneration
committee function

SMF 13

Chairman Chair of the nomination
committee function

SMF 14

Senior independent director function

SMF 15

Chatrman Chair of the with-profits
committee function

SMF 19

Head of third country branch function

SMF 27

Partner function

10C.4.4 G  Asdeseribedin-SUP-10C 1L 7R to-SUP10C-1-.8G(Appointed

representatives); SUP 10A

(FCA Approved Persons in Appointed

Representatives) specifies certain other controlled functions for SMCR

firms.

10C.5A FCA governing functions: Oversight

Chairman Chair of the governing body function (SMF9)

10C.5A5 R The ehairman chair of the governing body function is the function of

having responsibility for chairing, and overseeing the performance of
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the role of, the governing body of the firm.

Chairman Chair of the risk committee function (SMF10)

R

The ehairman chair of the risk committee function is the function of
having responsibility for chairing, and overseeing the performance of,
any committee responsible for the oversight of the risk management
systems, policies and procedures of the firm, including where
applicable to the firm, a committee established in accordance with the
risk control requirements for SMCR firms.

The ehatrman chair of the risk committee function applies even if the
firm:

Chairman Chair of the audit committee function (SMF11)

R

The ehatrman chair of the audit committee function is the function of
having responsibility for chairing, and overseeing the performance of,
any committee responsible for the oversight of the internal audit system
of the firm including where applicable to the firm, a committee
established in accordance with the internal audit requirements for
SMCR firms.

The ehatrman chair of the audit committee function applies even if the
firm:

Chairman Chair of the remuneration committee function (SMF12)

R

G

The ehatrman chair of the remuneration committee function is the
function of having responsibility for chairing, and overseeing the
performance of, any committee responsible for the oversight of the
design and the implementation of the remuneration policies of a firm,
including where applicable to the firm, a committee established in
accordance with:

The ehatrman chair of the remuneration committee function applies
even if the firm:

Senior independent director function (SMF14)

R

The senior independent director function is the function of performing
the role of a senior independent director, and having particular
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responsibility for leading the assessment of the performance of the
person performing the ehairman chair of the governing body function.

Systems and controls functions: Other

G

The chief operations function may include but not necessarily be

limited to areas such as:

1

EBRBREBEERE

2

business continuity (including responsibility for compliance
with SYSC 4.1.6R and SYSC 4.1.7R (Business continuity), if
those rules apply to the firm;

cybersecurity:;

information technoloqgy;

internal operations;

operational continuity, resilience and strateqy;

outsourcing, procurement and vendor management; and

management of services shared with other group members.

If a firm does not have anyone who performs the chief
operations function, the firm should allocate responsibility for
the functions in SUP 10C.6B.3G among its SMF managers
under SYSC 26 (Senior managers and certification regime:
Overall and local responsibility).

A firm should include the functions in SUP 10C.6B.3G in its
management responsibilities map whether or not it has someone
who performs the chief operations function.

The table in SUP-10C-6B-4G SUP 10C.6B.6G gives examples of how
the chief operations function applies.

Table: Examples of how the chief operations function applies
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Conditional and time-limited approvals

©)

The FCA has (in SUP 10A (FCA Approved Persons in
Appointed Representatives)) specified controlled functions for
SMCR firms that are not designated senior management

functions. See SUP 10C.1.7R to SUP 10C.1.8G (Appointed

Forms and other documents and how to submit them to the FCA

How to make applications and give notifications

D

R

(1)

()

(3)

A firm other than a-creditunton firm in (2) must submit a
document in column 1 of the table in SUP 10C.15.10R, in
accordance with the corresponding requirement in column two
of that table.

A:

(a) credit union;_or

(b) a firm whose application for permission or whose Part
4A permission covers only credit-related requlated
activities;

must submit a document in column 1 of the table in SUP
10C.15.10R, in accordance with the corresponding requirement
in column three of that table.

It is up to the eredit-union firm referred to in SUP 10C.15.7D(2)
concerned to decide which of the methods of submission available to it
under SUP 10C.15.10R it is going to use.

Table: Method of submission
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Form or other
document

Firms that are not

credit unions or limited

permission consumer

Credit unions and
limited permission
consumer credit firms

credit firms (SUP
10C.15.7D(1))

(SUP 10C.15.7D(2))

10C Annex  What functions apply to what type of firm

1
Functions applying to limited scope core firms
7.1 R & The table in SUP 10C Annex 1 7.3R sets out which FCA
Hed functi i hict lirmitod
Limited scope core SMCR firms #-(1} are divided into the
following categories for the purposes of i) SUP 10C Annex 1:
[€9)] & a an SMCR firm not within {b)-e+{€} any other category;
(2) ) a firm falling within row (5) of the table in SYSC 23 Annex
1 4.3R (distribution of non-investment insurance
contracts); and
3) a firm falling within SYSC 23 Annex 1 4.6R (credit firms
with limited permission) except for one falling within (4); -
(4) &  afirm falling within SYSC 23 Annex 1 4.6R that is an
appointed representative;
(5) a sole trader who does not come within (2), (3) or (4);
(6) an authorised professional firm that does not come within
(2), (3) or (4).
7.2 R The table in SUP 10C Annex 1 7.3R sets out which FCA controlled
function applies to limited scope core SMCR firm covered by SUP 10C
Annex 1 7.1R(1), (2), (3) and (4).
7.3 R Table: Controlled functions applying to limited scope core SMCR firms
except sole traders and authorised professional firms
Brief description of function Function | General Insurance Consumer
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number mediation credit
distribution appointed
and credit | representatives
firms
Governing functions
The governing functions that Various X X v
apply to core SMCR firms
Required functions
Compliance oversight function SMF 16 v X X
Money laundering reporting SMF 17 v X X
function
Limited scope function SMF 29 v 4 v

Note: The categories of firm in the column headings of this table are to be interpreted in
accordance with the classification of firms at SUP 10C Annex 1 7.1R. Therefore:

(1) column three (General) refers to SURP10C-Annex171R(2}a) SUP 10C Annex 1 7.1R(1);

and

(2) column four (Insurance mediation distribution and credit firms) refers to SUP-10C-Annex1
FIR 2} b)yand-({e) SUP 10C Annex 1 7.1R(2) and SUP 10C Annex 1 7.1R(3); and

(3) column five (Consumer credit appointed representatives) refers to SUP 10C Annex 1

7.1R(4).

This rule applies to a firm in SUP 10C Annex 1 7.1R(4) (an

appointed representative that has a limited permission).

(2) The required functions apply in relation to the carrying on of the

requlated activity for which it has limited permission.

3) The governing functions apply in relation to the carrying on of the

requlated activity, for which it does not have permission,

comprised in the business for which its principal has accepted

responsibility.

4 If the appointed representative meets the conditions in SUP

10A.1.16R, that rule applies to the controlled functions in (3).

b for
)

Q) The table in SUP 10C Annex 1 %4R 7.6R sets out which FCA
controlled function applies to a limited scope core SMCR firm that

is covered by SUP 10C Annex 1 7.1R(5) and (6) (a sole trader or

an authorised professional firm).

2 Firms in (1) are divided into the following categories for the
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purposes of this rule:
@ a UK SMCR firm;
(b) an EEA SMCR firm; and

(©) a non-UK SMCR firm not falling into (b).

7.6 R Table: Controlled functions applying to limited scope core SMCR firms
24 that are sole traders or authorised professional firms
Brief description of function Function UK firm | EEA firm | Other non-
number UK firm

Governing functions

Chief executive function SMF 1 v X X

Executive director function SMF 3 v x v

Chairman Chair of the governing SMF 9 v X X

body function

Partner function SMF 27 v X X

Head of third country branch function | SMF 19 X X v
Required functions

Compliance oversight function SMF 16 4 x v

Money laundering reporting function | SMF 17 v v v

EEA branch senior manager function | SMF 21 X v X

Limited scope function SMF 29 4 X v

Note: The categories of firm in the column headings of this table are to be interpreted in
accordance with the classification of firms at SUP 10C Annex 1 7.2R. Therefore:

(a) column three (UK firm) refers to SUP-10C-Annex1-72R(2)}a) SUP 10C Annex 1
7.5R(2)(a);

(b) column four (EEA firm) refers to SUR10C-Annex172R{2)}b) SUP 10C Annex 1
7.5R(2)(b); and

(c) column five (Other non-UK firm) refers to SUR10C-Annex1-7£2R{2)}{e) SUP 10C Annex 1
7.5R(2)(c).

1.7 G  Asexplained in SUP 10C Annex 1 1.3G, the full range of FCA controlled
functions that are applied to a class of firm by this Annex may not apply
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+5 to every firm in that class. For example, in the case of a limited scope core
SMCR firm that is a sole trader or an authorised professional firm:

Insert the following annexes in the appropriate position. The text (which consists of forms) is
included in Part 2 of Annex W of this instrument.

10C Annex  Form A: Application to perform senior management functions
3D

Long Form A — Solo regulated firms (including EEA and third country)
Short Form A — Solo regulated firms (including EEA and third country)

(The first form is to be inserted under the heading “Long Form A” and the second form is to
be inserted under the heading “Short Form A”)

10C Annex  Form E: Internal transfer of a person performing a controlled function
7D

Form E — Internal transfer of a person performing a controlled function for solo-regulated
firms (including EEA and third country)

10C Annex  Statement of responsibilities
10D

Statement of responsibilities for solo-regulated SMCR firms

Amend the following as shown.

12 Appointed representatives
12.6 Continuing obligations of firms with appointed representatives or EEA tied
agents

Obligations of firms under the approved persons and senior managers regime
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12.6.8 G (1 Some of the controlled functions, as set out in SUP-16A4-1R SUP
10A, apply to an appointed representative of a firm, other than an
introducer appointed representative, just as they apply to a firm {see
SUP-10A-1L15R). These are the governing functions and the
customer function. In the case of an appointed representative that
also has a limited permission, an FCA reguired designated senior
management function may apply to it and SUP 10C may apply in

place of SUP 10A. As-explained-in-SURP-10A-1-16R-and-SUP

10A3-2Grespectivehy

)
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whicheveris-the-meost-appropriate-{see- SUP-10A-1-16R)- [deleted]

(3)

bustress-carried-on-by-CBTHirms:

(4)

Qualifying for authorisation under the Act

i Hms- [deleted]

Application of the Handbook to Incoming EEA Firms

(1) Module of

(2) Potential application to an

(3) Potential application

Handbook incoming EEA firm with to an incoming EEA
respect to activities carried on firm with respect to
from an establishment of a activities carried on
firm (or its appointed other than from an
representative) in the United establishment of the
Kingdom firm (or its appointed
representative) in the
United Kingdom
APER APER applies to approved Not relevant because
persons of appointed SUP 10A does not apply
representatives of firms ether
than-SMCERfirms—See-below
vhderSUP-10A-as-to-whether
controlled-functions-are
performed.-and-approval
therefore required.
SUP
SUP SUP 10A (Approved persons) | SUP 10A (Approved
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Applies to an EEA firm that has | persons)

appointed representatives is-hot Does not apply (SUP

aR SMGR-irm, butthe-apphieanle | 14 | gpy

controHedfunctions-are-limited-
lotailod auid '
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Annex O
Amendments to the Decision Procedure and Penalties manual (DEPP)
In this Annex, underlining indicates new text and striking through indicates deleted text.

Comes into force [ ] 2018 [main commencement date for insurance firms]

6 Penalties

6.2 Deciding whether to take action

Action against individuals under section 66 of the Act

6.2.7 G  The FCA will not discipline individuals on the basis of vicarious liability
(that is, holding them responsible for the acts of others), provided
appropriate delegation and supervision has taken place (see APER 4.6.13G,
APER 4.6.14G, COCON 4.1.8G and COCON 4.2.17G to COCON 4.2.24G).
In particular, disciplinary action will not be taken against an approved
person performing a significant influence function or a senior conduct rules
staff member simply because a regulatory failure has occurred in an area of
business for which they are responsible. The FCA will consider that an
approved person performing a significant influence function may have
breached Statements of Principle 5 to 7, or that a senior conduct rules staff
member may have breached rules SC1/SH to SC4/S#4 in COCON 2.2, only
if their conduct was below the standard which would be reasonable in all the
circumstances at the time of the conduct concerned (see also APER 3.1.8AG
and COCON 3.1.6G, as applicable).

6.2.9-E G  When determining under section 66A(5)(d) of the Act whether or not an
SMF manager has taken such steps as a person in their position could
reasonably be expected to take to avoid the contravention of a relevant
requirement by the firm occurring (or continuing), additional considerations
to which the FCA would expect to have regard include, but are not limited
to:

Q) the role and responsibilities of the SMF manager (for example, such
steps as an SMF manager in a non-executive role could reasonably
be expected to take may differ, depending on the circumstances,
from those reasonably expected of an SMF manager in an executive
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role: see, for example, the guidance on the role and responsibilities

of non-executive directors for relevant-autherisedpersens SMCR
firms in COCON 1 Annex 1G);

The five steps for penalties imposed on individuals in non-market abuse cases

Step 2 — the seriousness of the breach

G

(3)

This approach reflects the FCA’s view that an individual receives
remuneration commensurate with his responsibilities, and so it is
reasonable to base the amount of penalty for failure to discharge his
duties properly on his remuneration. The FCA also believes that the
extent of the financial benefit earned by an individual is relevant in
terms of the size of the financial penalty necessary to act as a
credible deterrent. The FCA recognises that in some cases an
individual may be approved for only a small part of the work he
carries out on a day-to-day basis. However, in these circumstances
the FCA still considers it appropriate to base the relevant income
figure on all of the benefit that an individual gains from the relevant
employment, even if his employment is not totally related to a
controlled-function controlled function.

Variation of SMF managers’ approval on the FCA’s own initiative

Introduction

G

DEPP 8 sets out the FCA s statement of policy on the exercise of its power
under section 63ZB of the Act to vary, on its own initiative, an approval
given by the FCA or the PRA for the performance of a designated senior
management function in relation to the carrying on of a regulated activity by

arelevantauthorised-personr an SMCR firm. The FCA is required to publish
this statement of policy by section 63ZD of the Act.

[Note: the F'CA'’s statement of policy on the exercise of its power under
section 63ZA of the Aet Act to vary an approval at the request of arelevant

authorised-person an SMCR firm is set out in SUP 10C]
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Annex P
Amendments to the Dispute Resolution: Complaints sourcebook (DISP)
In this Annex, underlining indicates new text and striking through indicates deleted text.

Part 1: Comes into force [ ] 2018 [main commencement date for insurance firms]

1 Treating complainants fairly
1.3 Complaints handling rules
1.3.7 R (1) A firm must appoint an individual at the firm, or in the same group

as the firm, to have responsibility for oversight of the firm's
compliance with DISP 1.

2 The individual appointed must be carrying out a FCA governing
function at the firm or in the same group as the firm.

3) If there are no individuals at the firm or in the same group as the firm
within (2), the firm must appoint an individual of appropriate

seniority.

(4) A person approved to perform the apportionment and oversight
function for the firm or for a firm in the same group as the firm
satisfies the condition in (3).

1.10 Complaints reporting rules

1.10.2A R

3) For the purposes of DISP 1 Annex 1CR retail investment adviser
information must be reported by:

@ the employee’s Individual Reference Number (IRN); or

(b) in the case of an employee of arelevantauthorisedperson an

SMCR firm who is performing an FCA-specified significant
harm function and has no IRN:
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Part 2: Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

1.3

1.3.7

Treating complainants fairly

Complaints handling rules

(4) A person approved to perform the appertionment-and-eversight

function limited scope function for the firm or for a firm in the same
group as the firm satisfies the condition in (3).
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Annex Q

Amendments to the Credit Unions sourcebook (CREDS)

In this Annex, underlining indicates new text and striking through indicates deleted text.

Part 1: Comes into force [ ] 2018 [main commencement date for insurance firms]

2.2

2.2.65

2.2.66

2.2.67

Senior management arrangements, systems and controls

General provisions

Governance and senior manager arrangements: general

G O

(2)
(3)

(4)

SYSC4.5,-SY¥SC4-7and-SYSC4.9 SYSC 23 to SYSC 27 have a
number of requirements about the governance and senior

management arrangements of relevant-autherisedpersens SMCR

firms.

A credit union is a type of relevant-autherisedpersen SMCR firm.

SYSC 4.5 -SYSC 4 7-and-SYSC4.9 SYSC 23 to SYSC 27 are
summarised in CREDS 2.2.66G to CREDS 2.2.70G.

The PRA s requirements about the subjects dealt with in SYSC-4-5;
SYSC 4 7and-SYSGC4.9 SYSC 23 to SYSC 27 are set out in its
Rulebook. CREDS does not summarise them.

Governance and senior management arrangements: responsibilities maps

G @

()

SYSC 25 says that a-relevant-authorisedpersen certain SMCR firms,

including a credit union, should, at all times, have a comprehensive
and up-to-date document that describes its management and
governance arrangements. This is called the management
responsibilities map.

SYSC4.5-436 SYSC 25.4.14G has guidance on management
responsibilities maps for small firms, which is likely to be of
particular relevance to credit unions.

Governance and senior management arrangements: allocation of senior
management responsibilities

should:
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1) SYSC 24 says that certain SMCR firms, including a credit union,
should allocate a number of specified management responsibilities
(called FCA-prescribed senior management responsibilities) to one
or more of its SMF managers. +and

2 SYSC 26 says that certain SMCR firms, including a credit union,
should ensure that, at all times, one or more of its SMF managers
have overall responsibility for each of the activities, business areas
and management functions of the firm.

2.2.69 G (1 The list of FCA-prescribed senior management responsibilities that a
credit union should allocate is simpler than for most other relevant

adthorised-persons SMCR firms.

Certification regime

2.2.71 G  Under section 63E(1) of the Act, arelevantautherisedpersen an SMCR firm

(including a credit union) should take reasonable care to ensure that no
employee of the firm performs an FCA-specified significant-harm function
under an arrangement entered into by the firm in relation to the carrying on
by that firm of a regulated activity, unless the employee has a valid
certificate issued by that firm to perform the function to which the certificate
relates. The definition of employee for these purposes goes beyond a
conventional employee and is explained in more detail in SYSC 27.4.1G. It
includes volunteers or unpaid staff.

8 Supervision
8.3 Approved persons
8.34 G @ The regime for approved persons differs between relevant

avtherised-persens SMCR firms and other types of firm.
2 A credit union is a type of relevant-authorised-persen SMCR firm.

3) SUP 10C deals with the approved persons requirements for credit

unions and other relevant-authorised-persens SMCR firms.

8.3.5 G (1)  The controlled functions specified by the FCA for credit unions and
other relevant-autherised-persens SMCR firms can be found in the
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table in SUP 10C.4.3R.

2 The controlled functions specified by the PRA for credit unions and
other relevant-autherised-persens SMCR firms can be found in the

PRA’s Rulebook. They are not summarised in the Handbook.

3) Designated senior management functions only apply to relevant
authorised-persons SMCR firms, including credit unions.

G  Aswell as listing the FCA’s designated senior management functions for

credit unions and other relevant-authorised-persens SMCR firms, SUP 10C

has other requirements about SMF managers:

Application of other parts of the Handbook to credit unions

Application and purpose

Application of other parts of the Handbook and of Regulatory Guides to Credit

Unions
G
Module Relevance to Credit Unions

Senior SYSC 1, SYSC 4 to 10 and SYSC 21 apply to all credit
Management unions in respect of the carrying on of their regulated
Arrangements, activities and unregulated activities in a prudential
Systems and context. SYSC-4.5-(Management responsibilities maps
Controls (SYSC) | ferrelevantauthorisedpersens)-SYSC4-7{(Senior

ol X : ibilities). .
{Certificationregime) SYSC 23 (Senior managers and
certification regime: Introduction and classification),
SYSC 24 (Senior managers and certification regime:
Allocation of prescribed responsibilities), SYSC 25
(Senior managers and certification regime: Management
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responsibilities maps and handover procedures and
material), SYSC 26 (Senior managers and certification
regime: Overall and local responsibility), SYSC 27
(Senior managers and certification regime: Certification
regime) and SYSC 18 apply to all credit unions in
respect of both their regulated activities and their
unregulated activities.

The Fitand

Proper test for
Approved
Persens Fit and

Proper test for
Employees and

The purpose of FIT is to set out and describe the criteria
that a firm should consider when assessing the fitness
and propriety of a person (1) in respect of whom an
application is being made for approval to undertake a

controlled function under the appreved-persens senior

managers regime, (2) who has already been approved,

Senior
Personnel (FIT)

(3) who is a certification employee or (4) whom a firm is
considering appointing to be a certification employee.

It also sets out and describes criteria that the FCA will
consider when assessing the fitness and propriety of a
candidate for a controlled function position and that it
may consider when assessing the continuing fitness and
propriety of approved persons.

Supervision
manual (SUP)

The following provisions of SUP are relevant to credit
unions: SUP 1A (The FCA’s approach to supervision),
SUP 2 (Information gathering by the FCA or PRA on its
own initiative), SUP 3.1 to SUP 3.8 (Auditors), SUP 5
(Skilled persons), SUP 6 (Applications to vary or cancel
Part 4Apermission), SUP 7 (Individual requirements),
SUP 8 (Waiver and modification of rules), SUP 9
(Individual guidance), SUP 10C (FCA senior

management managers regime for approved persons in

relevant-authorised-persens SMCR firms), SUP 11
(Controllers and Close links), SUP 15 (Notifications to

the FCA or PRA ) and SUP 16 (Reporting
Requirements).
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Part 2: Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

8.3

8.3.4

8.3.8

Supervision

Approved persons

G (@
2)
3)
G
3)

A-creditunionis-atype-of SMCRfirm: [deleted]

SUP 10C deals with the approved persons requirements for credit
unions and other SMCR firms.
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Annex R

Amendments to the Consumer Credit sourcebook (CONC)

In this Annex, underlining indicates new text and striking through indicates deleted text.

Comes into force [ ] 2018 [main commencement date for insurance firms]

12 Requirements for firms with interim permission for credit-related regulated
activities
12.1 Application and purpose
12.1.4 R  Table: Disapplied or modified modules or provisions of the Handbook
Module Disapplication or modification

Supervision
manual (SUP)

SUP 3 (Auditors), SUP 10A (FCA Approved persons),

SUP 10C (FCA senior management managers regime for

approved persons inrelevant-autherised-persens SMCR
firms) and SUP 12 (Appointed representatives) (see Note

2) do not apply:
(1) to a firm with only an interim permission; or

(2) with respect to a credit-related regulated activity or
operating an electronic system in relation to lending for
which a firm has an interim permission that is treated as a
variation of permission,

except that SUP 3.10 and SUP 3.11 apply to a firm in
relation to its designated investment business that
comprises operating an electronic system in relation to
lending.
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Annex S
Amendments to the Energy Market Participants guide (EMPS)
In this Annex, underlining indicates new text and striking through indicates deleted text.

Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

1 Special guide for energy market participants
1.2 Parts of the Handbook applicable to energy market participants
1.2.3 G  Applicability of parts of Handbook to energy market participants

This table belongs to EMPS 1.2.1G

Part of Applicability to energy market
Handbook participants
High Level
Standards
: . .
incinl I ”"SF appliesto allleltppl |Feued. BEIFSGII Who
pFaet—I-ee—fe-F‘ - -
This applies.
Approved 1nis applies.
Persens
(APER}
Code of
Conduct
(COCON)
Regulatory
processes
Supervision This applies, with the following
manual (SUP) | qualifications:
X I °» o orincinal
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Amendments to the Oil Market Participants guide (OMPS)

In this Annex, underlining indicates new text and striking through indicates deleted text.

Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

1 Special guide for oil market participants
1.2 Parts of the Handbook applicable to oil market participants
1.2.2 G  Parts of the Handbook applicable to oil market participants

This table belongs to OMPS 1.2.1G

Part of Applicability to energy market
Handbook participants
High Level
Standards
: . .
incin] I ””? applies-to anleltppl |£eued_ pelﬁsen '“’I'.el
This applies.
Approved 1his apphies.
Persons
(APER)
Code of
Conduct
(COCON)
Regulatory
processes
Supervision This applies, with the following
manual (SUP) | qualifications:
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Annex U

FCA 2018/XX

Amendments to the Service companies guide (SERV)

In this Annex, underlining indicates new text and striking through indicates deleted text.

Comes into force [ ] 2019 [main commencement date for solo-regulated firms]

1 Handbook requirements for service companies
1.2 Parts of the Handbook applicable to service companies
1.2.2 G  Parts of the Handbook applicable to service companies

This table belongs to SERV 1.2.1G

Part of Applicability to energy market
Handbook participants
High Level
Standards
. .
Sta. tel_nelnts GII ”"? apphes-to a“lalppl |Feueel_ BEIFSGII Who
pFaet—I-ee—fe-F‘ - -
This applies.
Approved A NnIs apphies.
Persons
(APER)
Code of
Conduct
(COCON)
Regulatory
processes
Supervision This applies, with the following
manual (SUP) | qualifications:
- s nrincinal )
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Annex V

Amendments to the Enforcement Guide (EG)

In this Annex, underlining indicates new text and striking through indicates deleted text.

Comes into force [ ] 2018 [main commencement date for insurance firms]

9.3

9.3.2

9.35

Prohibition Orders and withdrawal of approval

Prohibition Order and withdrawal of approval - approved persons

When the FCA decides whether to make a prohibition order against an approved
person and/or withdraw their approval, the FCA will consider all the relevant
circumstances of the case. These may include, but are not limited to those set out
below.

(3) Whether, and to what extent, the approved person has:

@ failed to comply with the Statements of Principle or COCON, as
applicable, issued by the FCA with respect to the conduct of
approved persons; or

The following are examples of types of behaviour which have previously resulted
in FCA the deciding to issue a prohibition order or withdraw the approval of an
approved person:

(5) Serious breaches of the-Statements-ofPrinciple APER or COCON, for

approved persons, such as failing to make terms of business regarding fees
clear or actively misleading clients about fees; acting without regard to
instructions; providing misleading information to clients; consumers or third
parties; giving clients poor or inaccurate advice; using intimidating or
threatening behaviour towards clients and former clients; failing to remedy
breaches of the general prohibition or to ensure that a firm acted within the
scope of its permissions.
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15

15.2

15.2.2

App 3

App 3.1

3.14

FCA 2018/XX

Disqualification of auditors and actuaries

Disqualification of auditors and actuaries under its powers contained in
section 345, section 249 and section 261K of the Act: the FCA’s general
approach

Actuaries appointed by firms under rule 4.3.1 of the FCA’s Supervision Manual
are approved persons and as such will be subject to the- FCA-s-Statements-of
Principle-and-Code-of Practice-for-Approved-Persens APER or COCON, as
applicable. When deciding whether to exercise its power to disqualify an actuary
who is an approved person, the FCA will consider whether the particular breach
of duty can be adequately addressed by the exercise of its disciplinary powers in
relation to approved persons.

Appendix 3 — Appendix to the guidelines on investigation of cases of interest
or concern to the financial conduct authority and other prosecuting and
investigating agencies

The FCA

The FCA has the power to take the following enforcement action:

discipline authorised firms under Part XIV of the 2000 Act and approved persons
and other individuals under s.66 of the 2000 Act;

impose penalties on persons that perform eontrelled-funetions controlled functions
without approval under s.63A of the 2000 Act;
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Annex W
Handbook forms

All the text is new. It is not underlined. The forms are to be inserted in the place specified in
paragraph H of the cover sheet of this instrument.

Part 1: Comes into force [ ] 2018 [main commencement date for insurance firms]
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Index of Forms

10C Annex  Form A: Application to perform senior management functions
3D

Long Form A - Dual-regulated firms (including EEA and third country firms)

Long Form A — UK and Overseas firms (not incoming EEA) for MIFID authorisation
applications

Short Form A - Dual-regulated firms (including EEA and third country firms)

10C Annex  Form B: Notice to withdraw an application to perform controlled
4R functions (including senior management functions)

Form B — Notice to withdraw an application to perform controlled functions (including senior
management functions)

10C Annex  Form C: Notice of ceasing to perform controlled functions (including
5R senior management functions)

Form C — Notice of ceasing to perform controlled functions (including senior management
functions)

10C Annex  Form D Notification: Changes to personal information/application
6R details and conduct breaches/disciplinary action related to conduct

Form D — Notification for changes in personal information and application details, and
conduct breaches and disciplinary action related to conduct

10C Annex  Form E: Internal transfer of a person performing a controlled function
7D for dual regulated firms

Form E — Internal transfer of an individual performing a controlled function

10C Annex  Form I: Application to add, vary or remove a conditional approval for
8D the performance of a senior management function

Form | — Application for the variation of conditional approval of a senior management
function

10C Annex  Form J: Notification of significant changes in responsibilities of a person
9D performing a senior management function
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Form J — Notification of Significant Changes in Responsibilities of a Person Performing a
Senior Management Function

10C Annex  Statement of responsibilities
10D

Statement of responsibilities for dual-regulated SMCR firms
15 Annex Form H: Notification of Disciplinary Action relating to conduct rules

7R staff (other than SMF managers) in SMCR firms

Form for the notification of disciplinary action relating to conduct rules staff (other than SMF
managers) in SMCR firms

TP 10 Conversion Notification Form Solvency Il and large non-directive firms
23.1R (Form K)
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BANK OF ENGLAND
PRUDENTIAL REGULATION
AUTHORITY

FINANCIAL
CONDUCT
AUTHORITY

Application number
(for FCA/PRA use only)

The FCA has produced notes which will assist both the applicant firm and the candidate in answering the questions in
this form. Please read these notes, which are available on the FCA website at:
https://www.handbook.fca.org.uk/handbook/SUP/10C/Annex2D.html

Both the applicant firm and the candidate will be treated by the FCA and PRA as having taken these notes into
consideration when completing this form. Terms defined in either or both of the FCA Handbook or the PRA Rulebook
are italicised and should be construed accordingly.

Long Form A — Dual-regulated firms (including EEA and third
country firms)

Application to perform controlled functions including senior management
functions

FCA Handbook Reference: SUP 10C Annex 3D
PRA Rulebook Reference: Senior Managers Regime - Applications and Notifications®

[Commencement Date]

Name of candidate
(to be completed by applicant firm)

Name of applicant firm
(as entered in 2.01)

Firm reference number
(as entered in 2.02)

Financial Conduct Authority
25 The North Colonnade

Prudential Regulation Authority
20 Moorgate

Canary Wharf London

London E14 5HS EC2R 6DA

United Kingdom United Kingdom

Telephone  +44 (0) 300 500 0597 Telephone  +44 (0) 203 461 7000

E-mail firm.queries@fca.org.uk E-mail PRA-ApprovedPersons@bankofengland.co.uk
Website http://www.fca.org.uk Website www.bankofengland.co.uk/PRA

Registered as a Limited Company in England and Wales No
1920623. Registered Office as above

! The relevant section of the PRA Rulebook should be referred to depending on which firm is applying. For example: CRR firms: Senior Managers
Regime - Applications and Notifications; Non — CRR firms: Senior Managers Regime - Applications and Notifications; Solvency Il firms:
Insurance - Senior Managers Regime — Applications and Notifications; Large Non-Solvency Il firms: Insurance - Senior Managers Regime —
Applications and Notifications; Non-Solvency Il firms: Insurance - Senior Managers Regime — Applications and Notifications


http://www.fca.org.uk/
http://www.bankofengland.co.uk/PRA

Personal identification details

1.01 a Candidate Individual Reference
Number (IRN)
b OR name of previous regulatory
body
c AND previous reference number
(if applicable)
1.02 Title
(e.g. Mr, Mrs, Ms)
1.03 Surname
1.04 ALL forenames
1.05 Name commonly known by
1.06 Date of birth
(dd/mml/yyyy)
1.07 National Insurance number
1.08 Previous name
1.09 Date of name change
1.10 a Nationality
b Passport number
(if National Insurance number not
available)
1.11 Place of birth
1.12 Phone number
1.13 Email address

>

I have supplied further information

related to this page in Section 6

Section 1

ves [ ]

no []



1.14 a Private address

Postcode
c Dates resident at this address From To PRESENT
(mmlyyyy)
(If address has changed in the last three years, please provide addresses for the previous
three years.)
1.15 a Previous address 1
b
Postcode
c Dates resident at this address From To
(mmlyyyy)
1.16 a Previous address 2
b
Postcode
Dates resident at this address
c From To
(mmiyyyy)
| have s lied further information
> laton 1o his nana | % ves 1 w~o [

related to this page in Section 6



Firm identification details Section 2

2.01

2.02

2.03 a

Name of firm making the application

Firm Reference Number (FRN)

Who should the FCA/PRA contact at the firm in

relation to this application?

Position

Phone number

E-mail

Please note that the contact at the firm cannot be the same person as the candidate

| have supplied further information
9 related to this page in Section 6 YES D

no []



Arrangement and Senior Management Functions  Section 3A

Complete this section if the application is for a senior management function. If you are submitting an
application for a controlled function at an appointed representative then please complete section 3B.

3A.01 Nature of the
arrangement a Employee D
between the
candidate and the b Group employee |:|

applicant firm.

Name of group

c Contract for services |:|

d  Ppartner

N

e Other

Give details

Proposed date of appointment

Length of appointment (if applicable)



3A.02

For applications from a single firm, please tick the boxes that correspond to the senior
management functions to be performed. If the senior management functions are to be performed

for more than one firm, please leave the boxes below blank and go to question 3A.04

The table below sets out the full list of senior management functions (SMFs). Please refer to the PRA Rulebook and FCA

Handbook for the mandatory SMFs for your firm.

Function

Description
of a Senior
Management
Function

UK
banks*

UK
branches
of EEA
banks and
insurers

UK

branches

of

non-

EEA
banks

Credit
unions

Solvency
Il firms
& large
NDFs

Small
NDFs

ISPVs

Small
firms
in run
off

UK

branches

of

non-

EEA
insurers

SMF 1

Chief
Executive

[

[

[

SMF 2

Chief Finance

[

SMF 3

Executive
Director

[

SMF 4

Chief Risk

SMF 5

Head of
Internal Audit

NN REREE

SMF 6

Head of Key
Business Area

SMF 7

Group Entity
Senior
Manager

OO0 /g|gd|o|]d

OO og)d|g

OO0 /g|gd|o|]d

OO0 /g|gd|o|]d

]

SMF 8

Credit Union
Senior
Manager

SMF 9

Chair of the
Governing
Body

SMF10

Chair of the
Risk
Committee

SMF11

Chair of the
Audit
Committee

SMF12

Chair of the
Remuneration
Committee

I T I B I

O oo

SMF13

Chair of the
Nomination
Committee

SMF14

Senior
Independent
Director

T O B

T O B

N I I B O O B I O R O e N R N NN

]

SMF15

Chair of With
Profits
Committee

SMF16

Compliance
Oversight

T I I

SMF17

Money
Laundering
Reporting
Officer
(MLRO)

[




Function Description UK UK UK Credit Solvency | Small ISPVs | Small UK

of a Senior banks* branches branches unions Il firms | NDFs firms branches
Management of EEA | of non- & large in run | of  non-
Function banks and | EEA NDFs off EEA
insurers banks insurers

SMF18 Other Overall

Responsibilit |:| |:| |:|

y

SMF19 Head of Third
Country
Branch/ Head |:|

of Overseas

SMF20 Chief Actuary

[
[
[
[

SMF20a With-Profits
Actuary

[
[
[
[]

SMF21 EEA Branch
Senior

Manager |:|
(EBSM)

SMF22 Other Local

Responsibilit [] []

y

SMF23 Chief

Underwriting |:| |:| |:|

Officer

SMF23a Underwriting

Risk
Oversight |:|
(Lloyd’s)

SMF23b Conduct Risk

Oversight |:|

(Lloyd’s)

SMF24 Chief
Opleerations I:' I:' I:' I:' I:' I:I

SMF25 Small Insurer
Senior
Management |:|

Function

SMF26 Head of

Small Run- |:|

Off Firm

SMF27 Partner |:| |:| |:| |:| |:|

*’UK Banks’ refers to UK banks, building societies and PRA designated investment firms

3A.03 Job title

Insurance distribution

Will the candidate be responsible for insurance distribution at the firm? YES |:| NOD

(Note: Yes can only be selected if the individual is applying for a governing function (other than a non-executive director
function))

Mortgage Credit Directive
Will the candidate be responsible for Mortgage Credit Directive Intermediation at the firm? YES |:| NO|:|




| have supplied further information
9 related to this page in Section 6 YES D NO D



3A.04 Complete this section only if the application is on behalf of more than one firm.

List all firms within the group (including the firm entered in 2.01) for which the
candidate requires approval and the requested senior management function for that

firm.
Firm Name Senior Responsible Responsible for Effective
Reference of Management Job for insurance mortgage credit date
Number firm Function title distribution? intermediation?
a
b
c
d
e

I have supplied further information
9 related to this page in Section 6 YES D NO |:|



Arrangements and controlled functions — Appointed Representatives Section 3B

Complete this section if the application is for a controlled function at an appointed representative (AR). If you are
submitting an application for a senior management function then please complete section 3A.

3B.01 Nature of the
arrangement between

the candidate and the

applicant.
a Appointed representative/tied agent — customer function |:|
AR firm name and reference
number
b Appointed representative/tied agent — governing function |:|
AR firm name and reference
number
c Other []
Give details
3B.02 For applications from a single firm, please tick the boxes that correspond to the controlled functions to be
performed. If the controlled functions are to be performed for more than one firm, please go to question
3B.05.
a Significant influence  cF1  Director function [_|

functions I:'

CF 3 Chief executive function |:|
CF 4 Partner function |:|
CF 5 Director of an unincorporated association function |:|

[

b Customer function CF 30 Customer function [ |
3B.03 Effective date of controlled functions indicated
above
3B.04 Job title

Please refer to notes on the requirements for
submitting a CV.

I have supplied further information
9 related to this page in Section 6 YES D NO D



3B.05

Q

o

o

o

(0]

Complete this section only if the application is on behalf of more than one firm.

List all firms within the group (including the firm entered in 2.01) for which the candidate requires approval
and the requested controlled function for that firm.

Firm
Reference Controlled Job title
Number Name of firm function Effective date

I have supplied further information
9 related to this page in Section 6 YES D NO D



Employment history in the past 5 years Section 4

4.01

a

b

N.B.: ALL gaps must be accounted for

Employment details (1)
Period (mm/yyyy)

Nature of employment

If c or d is ticked,
please give details

Name of employer
Nature of business

Previous / other names of
employer

Last known address of employer

Is/was employer regulated by a
regulatory body?

Is/was employer an appointed
representative/tied agent?

Position held

Responsibilities

Reason for leaving:

If ‘other’, please specify

From To
a Employed
b Self-employed
¢ Not employed

d Full-time education

Name of regulatory body

ves [ ] no[ ]

If yes, of which firm?

ves [ ] no[ ]

Resignation

o o

Redundancy
Retirement
Termination/dismissal
End of contract
Other

- ® Qo O

Himin.

Himimn



4.02 Employment details (2)

a Period (mm/yyyy) From To
b Nature of employment a Employed
b Self-employed

Not employed

HiNEN

d Full-time education

If c or dis ticked,
please give details

c Name of employer

d Nature of business

e Previous / other names of
employer

f Last known address of employer

g Is/was employer regulated by a Name of regulatory body
regulatory body? YES |:| NO|:|

h Is/was employer an appointed If yes, of which firm?
representative/tied agent? YES D NOD

i Position held

] Responsibilities

k Reason for leaving: Resignation

o

Redundancy
Retirement
Termination/dismissal
End of contract

Other

HEmnnN

- O® QO O

If ‘other’, please specify

| have supplied further information
9 related to this page in Section 6 YES D NO D



Fitness and propriety Section 5

5.01 Criminal Proceedings

When answering the questions in this section the candidate should include matters whether in the UK or overseas. By virtue of the
Rehabilitation of Offenders Act 1974 (Exceptions) Order 1975, if the candidate is subject to the law of England and Wales, candidate
must disclose spent convictions and cautions (other than a protected conviction or caution). By virtue of the Rehabilitation of
Offenders Act 1974 (Exclusions and Exceptions) (Scotland) Order 2013 and the Rehabilitation of Offenders (Exceptions) Order
(Northern Ireland) 1979, if the candidate is subject to the law of Scotland or Northern Ireland, the candidate must disclose spent
convictions (other than a protected conviction).

For the avoidance of doubt, references to the legislation above are references to the legislation as amended.

If any question has been answered ‘yes’ in Section 5, further details should be provided in Section 6.

If there is any other information the candidate or the firm considers to be relevant to the application, it must be included in Section 6.

5.01.1a Has the candidate ever been convicted of any criminal offence
(whether spent or not and whether or not in the United Kingdom):

i involving fraud, theft, false accounting, offences against
the administration of public justice (such as perjury,
perverting the course of justice and intimidation of
witnesses or jurors), serious tax offences or other
. ’ YE N
dishonesty or S D © D

ii. relating to companies, building societies, industrial and
provident societies, credit unions, friendly societies,
insurance, banking or other financial services,
insolvency, consumer credit or consumer protection,
money laundering, market manipulations or insider
dealing?

Is the candidate currently the subject of any criminal proceedings,
whether in the UK or elsewhere? ves [] No []

c Has the candidate ever been given a caution in relation to any criminal
offence? ves [] No [ ]

5.01.2 Has the candidate any convictions for any offences other than those in
5.01.1 above (excluding traffic offences that did not result in a ban
from driving or did not involve driving without insurance)? YES |:| NO |:|

5.01.3
Is the candidate the subject of any ongoing criminal investigation?

5.01.4 Has the candidate been ordered to produce documents pursuant to
any ongoing criminal investigation or been the subject of a search (with
or without a warrant) pursuant to any ongoing criminal investigation? ves [ ] no [ ]

In answering question 5.01.4, you should include all matters even
where the candidate was not the subject of the investigation.

| have supplied further information
9 related to this page 