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Application for Authorisation and Registration

Credit Union Application – Notes

	
	The FCA Handbook and the PRA Rulebook, and Threshold Conditions




	1
	Contact details and timings for this application 




Contact for this application


1.1
Contact details of the person we should get in touch with about this application.

This should be someone in the UK and someone who will be a member of the Board.
If you feel that a second contact name is useful e.g. if the main contact won't be available for a long period of time, please provide details.
Details of professional advisers

Some applicant firms seek professional help in completing the application (e.g. from a compliance consultant, lawyer or development worker), but this is not compulsory. Questions 1.2 to 1.5 ask if the applicant firm has had such help, and if so, requests details of its adviser.


1.2
Have you used a professional adviser to help with this application?

No additional notes


1.3
Name of professional adviser's firm.
No additional notes


1.4
Name and contact details of professional adviser.
No additional notes


1.5
Do you want us to copy all correspondence to the professional adviser?

Please note that, while we will copy correspondence to the applicant firm's professional advisers, we will always deal directly with the applicant firm when processing the application.


1.6
If the application is successful will the applicant firm use a professional adviser (the adviser listed above or another one)?

The applicant firm may decide to use a professional adviser to help it with regulatory returns or ongoing compliance matters.

Timings for this application


1.7
Does the applicant firm have any timing factors that it would like us to consider?

This would be where, for example, the authorisation is linked to a receipt of funding or an advertising campaign.

The time taken to determine each application is significantly affected by the quality of the application submitted and whether it is complete. 

We are required by law to determine applications within the earlier of (a) six months of receipt of a completed application or (b) twelve months of receiving an incomplete application.  

	2
	About the applicant firm



General information

2.1
Registered office address of applicant firm.
Once authorised, this address will appear on the firm's public entry on the Financial Services Register.

2.2
Is the applicant firm’s principal place of business the same as the registered office address?
Please note that for this purpose the principal place of business means the main place where work is performed or business is carried on.


2.3
Does the applicant firm have a website?
We may look at this when processing the application.

2.4
Contact person's details for the Financial Services Register.
Senior manager functions are those jobs or responsibilities within a business that have a particular regulatory significance. 
Financial year end

2.5
Date of the applicant firm's anticipated financial year end (dd/mm).
Once authorised, this is the date that will be used to determine the firm's deadlines for reporting to us.

Details of auditor / reporting accountant


2.6
Details of the auditor or reporting accountant. 
Section 83 of the Co-operative and Community Benefit Societies Act 2014 states that a qualified auditor or two lay auditors must be appointed. 
A qualified auditor must be used unless:

· the receipts and payments for the preceding year of account did not in the aggregate exceed £5,000

· the number of members at the end of that year did not exceed 500 and

· the value of the assets at the end of that year did not, in the aggregate, exceed £5,000.
For credit unions in Northern Ireland, Article 43 of The Credit Unions (Northern Ireland) Order 1985 states that a qualified auditor must be appointed. 

A qualified auditor is a firm that undertakes regulated audit work and is registered with a Recognised Supervisory Body such as the Institute of Chartered Accountants in England and Wales or the Institute of Chartered Accountants for Ireland.

Other names


2.7
Does the applicant firm intend to use any trading names as well as the name given on the front of this form?

This is important for your ongoing supervision, if authorised, so we can monitor a firm's activity e.g. through any financial promotions or adverts. It will also help identify the credit union on the Financial Services Register and help us in the handling of any complaints against the firm.
	
3
	Regulatory business plan and Financial Resources



Regulatory business plan


3.1
You must attach the applicant firm's regulatory business plan.
A credit union must establish, maintain and implement an up-to-date business plan approved by the committee of management (Credit Union Rulebook Part 11.7).
We need to know about the business the applicant firm proposes to carry on so we can ensure it is authorised for the correct regulated activities and investment types, and assess the adequacy of its resources and its suitability to carry on that business.

We see the applicant firm's description of its proposed business as an important regulatory tool for both the applicant firm and us in measuring the applicant firm's business risk and control over any regulatory concerns. 
We need to be satisfied that the applicant firm can:

• identify all the regulated activities that it intends to carry on

• identify all the likely business and regulatory risk factors

• explain how it will monitor and control these risks and 

• take into account any intended future developments. 

Please remember the applicant firm's description of its proposed business is an important part of the overall application and integral to our decision making. The amount of detail submitted should be proportionate to the scale and complexity of the business that the applicant firm intends to carry on. The level of detail should also be appropriate to the risks to the applicant firm's prospective members.

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

The following sections set out the information that should typically be included in a business plan.

Table of contents

The business plan should include a table of contents, containing section titles and page numbers for easy reference.

Summary

The applicant firm should briefly describe the key points of the business plan. Even though the plan will be fully described in the document, it is important to provide a crisp overview and to be to the point, which will help us focus on the key issues that the plan intends to cover.

Specifically, it should contain:

· a paragraph setting out the strategic objectives for the first three years

· a brief financial summary of anticipated progress over those three years
· the name of applicant firm, address, telephone number and email address
· the contact person and contact details including address and telephone number

· a paragraph about the Common bond and what services will be offered to its members and
· highlights of any unique characteristics of the applicant firm.

Marketing

The target market(s) should be identified. Reference to the common bond alone is not enough, as there will be different groups within the common bond that have different needs (this will particularly be relevant to 'living or working' common bond(s)).

· The applicant firm should identify potential members and how they will be targeted, as well as considering the geographical area to be covered.

· It is important to clarify whether a single strategy will be appropriate, or whether a different approach is needed for different groups. The applicant firm should consider who would do this and what support will be necessary, and where the resources will come from.

· The plan should include how the applicant firm will get in touch with potential members and identify the sources that will distribute the message of what is offered. The applicant firm should consider a proactive approach in 'selling' the benefits of the credit union to potential members.

· The strategy should be supported by a description of how it will promote itself. For example, the applicant firm should consider if media advertising (that is, articles on the radio or in the press) is suitable or feasible. It may also consider local events – for example, community fairs, presentations to local groups etc – and other appropriately targeted publicity.

· The applicant firm should support this by providing a schedule of events/activities to be implemented over the life of the business plan, but particularly focusing on the first year of business.

· The applicant firm should consider how the credit union will track its progress against the marketing plan, as this will be a key tool in shaping its future development.

Risk assessment

Credit unions are not exempt from risks affecting financial service providers and many are subject to some unique risks attached to the voluntary sector. It is important that any risks that might apply to a credit union are identified and strategies put in place to minimise any negative implications.
i. External risks

The applicant firm should identify competitors and assess their reaction to the applicant's presence in the market (that is, banks, building societies, other credit unions and any money lenders etc).
The applicant firm should also consider critical economic factors. These should be identified and assessed. For example, it may be useful to explore the effect on the credit union if there were large-scale redundancies by a local employer within the common bond area, the redevelopment of a local housing estate, a recession in the economy, low interest rates, limited demand for credit unions etc.
ii. Internal risks


The applicant firm should: 
· undertake a sensitivity analysis of various scenarios and possible outcomes. For example, a reduction in loan demand or savings or, alternatively, an increase in demand for loans, a significant drop or rise in membership levels
· consider the risk of not being able to secure external grant funding, if required, or alternatively the risk of such funding being withdrawn
· consider how the loss of key personnel would be managed
· prepare and maintain a contingency plan that deals with the key risks that have been identified.
Outsourcing and agreements with third parties

The applicant firm should state clearly whether it intends to outsource any business processes. Applicant firms must give details of the parties involved, the costs and how control over the outsourced functions will be maintained. For example, this could apply to credit unions who are considering an external team to carry out the internal audit (supervisory) function or to carry out its back office processing (see Credit Union Rulebook Part 14).
Financial plan

The plan should project the estimated business and demonstrate how the credit union will meet regulatory requirements during at least the first three years in operation.
The financial projections should comprise as a minimum: 

· income and expenditure accounts and

· balance sheets including total shares, loans, liquidity and capital.
They should also include projected membership figures and projected ratios for capital in compliance with Credit Union Rulebook Part 8.
Where figures are based on research, or assumptions are made, the applicant firm should clearly state the basis for the assumptions and provide supporting evidence, and references should be given. This includes providing evidence of confirmation of any grant funding included in the financial plan.
Assistance

In preparing a business plan, external help may be beneficial. For example, this is usually available from one of the trade associations and local credit union development agencies and possibly from established successful credit unions.

The business plan will only be effective if the committee of management has contributed to it, understand it and is engaged with it. The ownership of the plan rests with the credit union.



Financial resources


3.2
You must attach financial projections as part of the regulatory business plan. The projections must demonstrate how the applicant firm will meet regulatory requirements during the first three years, as a minimum.

For details on the financial projection see Question 3.1. This does not need to be submitted twice.


3.3
You must also attach additional financial projections that detail the worst case scenario if the applicant firm did not achieve the growth rates that are projected in the business plan.

No additional notes

Funding


3.4
Has the applicant firm received or applied for funding?

In confirming the nature of the funding, the applicant firm needs to indicate its status as regulatory capital.  This might include:
· Grant funding;

· Subordinated debt (the PRA’s Rulebook Part 8.2(5) sets out the conditions for qualifying subordinated debt - http://www.prarulebook.co.uk/rulebook/Content/Chapter/320147/01-07-2020); and

· Deferred shares issued in accordance with section 31A of the Credit Unions Act 1979 (Great Britain credit unions only).


3.5
Are there any terms and conditions for this funding?

No additional notes


3.6
You must attach a letter(s) confirming any funding and terms and conditions.

No additional notes

Insurance against fraud or other dishonesty


3.7
Name of the insurance provider.

No additional notes


3.8
You must attach evidence of the insurance provider.

The applicant firm must have insurance in place against fraud or dishonesty by any of its officers or employees, in line with the PRA’s Credit Union Rulebook Part 2.9-2.12 inclusive.

	4
	Scope of permission required




Permission profile

   4.1
You must confirm that the applicant firm wishes to apply for the pre-selected regulated activity and investment type in the table below. This is what we would expect credit unions to have.
We expect that most credit unions will only apply for the pre-selected regulated activity of accepting deposits. 
If the applicant firm would like any other regulated activities or investment types that are not listed in the permission profile you must contact the PRA.
  4.2
You must confirm that the applicant firm wishes to apply for the pre-selected customer types in the table below.
Your credit union can only carry on business with customers of the specified type. Unless you request otherwise, your credit union will be given the customer types ‘retail (investment)’ and ‘professional’. A credit union needs the ‘retail (investment)’ customer type to be able to do business with the individuals who are its members. If a credit union’s rules allow it to admit corporate members, and it wants to do business with the full range of such members, it will also need the ‘professional’ customer type. If you do not want the ‘professional’ customer type, please indicate this on the application form. If your credit union later decides that it wants to admit the full range of corporate members, it will need to apply for a variation of permission (as well as an amendment of rules, if its rules do not allow it to admit corporate members.)

	5
	Personnel



We will consider the extent to which the members of the governing body have experience in finance and general business management.
Responsibilities Map and Organisational structure chart

5.1
You must provide a responsibilities map and an organisational structure chart on a separate sheet of paper.
The responsibilities map should tell us about the applicant firm's management and governance arrangements. It should clearly show which individuals hold Senior Management Functions and where the regulatory responsibilities are allocated.

The organisational structure chart should clearly show:

· the names of significant staff and volunteers (including those who do not hold a Senior Manager Function)

· direct reporting lines into the board including board committees, where applicable.

Senior management functions


5.2
List the names of the persons who will perform Senior Manager functions. A person may perform more than one Senior Manager function.  
You must ensure that no person performs a senior management function until we have approved that person to perform the senior management function concerned. If granted, approval is effective from the date of authorisation. 

What is an approved person?

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

· meet, and maintain, our requirements for approval (the 'fit and proper test') and follow its principles
· perform their senior management function(s) in line with the PRA Rulebook; the FCA Handbook; and the FCA’s Code of Conduct (COCON).
What is a senior management function?

A senior management function is a function, relating to the carrying out of a regulated activity by a firm, which is specified by either the FCA in the table of FCA senior management functions or the PRA in the table of PRA senior management functions, under section 59 of FSMA 2000.

Credit unions are required by the rules to appoint at least one individual to act as an SMF8 (Credit Union Senior Manager) and one individual to act as an SMF17 (Money Laundering Reporting Officer).

Credit unions are required to allocate nine mandatory regulatory responsibilities.

5.3
You must complete a ‘Form A- Application to perform senior managers functions’ for each person who will be performing a senior management function that you have listed in Question 5.2.
No further notes. 
	6
	IT systems, Policies and Procedures



IT systems


6.1
Will the applicant firm be using IT systems to help in the running of its business?
No additional notes

6.2
Which part of the operations will the systems be used for?
No additional notes


6.3
You must detail below who will have access to the systems and describe the level of access they will have.
No additional notes
Policies and Procedures Manual


6.4
You must attach a copy of the applicant firm's Policies and Procedures manual.

FCA’s SYSC 4.1.1 R (1) requires, including credit unions, must have robust governance arrangements, effective processes to identify, manage, monitor and report risks, and internal control mechanisms.

A credit union must have a fully documented policies and procedures manual and supply a copy on request. The applicant firm should submit a copy as an attachment to this application. 

The manual should cover all aspects of the credit union’s operations and may include such topics as:

Committee of management
Ultimate responsibility for safeguarding members' funds rests with the Committee of Management. 

It is important that all members of the Committee of Management have a clear understanding of their roles and responsibilities.

The Committee of Management is ultimately responsible for evaluating current practices and amending these as necessary.

Conflicts of interest must be managed. Connected persons (relatives or other close relationships) should not hold positions of responsibility where one could influence the other's decisions (PRA’s Credit Union Rulebook Part 13.3)

Where this is unavoidable, there should be a written policy for ensuring complete segregation of duties and responsibilities. 

The applicant firm should consider the following points when drafting the policy:

· Clear job descriptions covering the functions and responsibilities of all office holders. Clear reporting lines should be documented. It is important to ensure that an appropriate segregation of duties exists (PRA’s Credit Union Rulebook Part 13.4).

· Clear arrangements for succession planning and ensuring there are a sufficient number of trained volunteers to cover any unexpected vacancy or absence.

· Procedures to handle events such as internal disputes, or breach of rules or policies. This should detail any disciplinary action that may be taken by the applicant firm.

Internal audit
The policy relating to internal audit should set out the approach to internal audit so that it gives an independent appraisal for the Committee of Management about the effectiveness of the systems and controls in place.

The details of the policy should depend on factors such as the nature, scale and complexity of the business, the volume and size of its transactions, and the level of risk associated with its operations.

It is important that the Committee of Management is satisfied with the competence, independence and objectivity of persons, collectively known as the supervisory committee performing the internal audit function.  The internal audit function should be independent of all the functions it inspects (PRA’s Credit Union Rulebook Part 15).

The applicant firm should consider the following points when drafting the policy:

· Terms of reference: these should be precise and include, among other things, the scope and objectives of the internal audit function, access to records, powers to obtain information and explanations from individuals, and reporting requirements. The Committee of Management should approve the terms of reference.

· Risk analysis: this should include the key risks in each area of the credit union's business. Adequate systems of control should be put in place to deal with those risks. 

· Internal audit plan: this should be based on the areas of risk identified in the risk analysis and help the internal audit committee to prioritise its work.

· Detailed work programme: this should be based on the internal audit plan, together with the systems controls and the objectives. (PRA’s Credit Union Rulebook Part 15)

· Each programme should be comprehensive, specifying when the various parts of the programme are to be carried out and how the work is to be performed and recorded.

· Working papers: these should be maintained to evidence who undertook the internal audit work, how it was controlled and supervised, and to record the conclusions reached.

· System of reporting: formal reports should be submitted, on completing each part of programmed work, to the Committee of Management, stating the areas covered and any recommendations or conclusions reached.

Money laundering
The applicant firm should refer to FCA’s SYSC 6.3 for guidance. 

The applicant firm should consider the following points when drafting the policy:

· Procedures the applicant firm will put in place to identify, assess, monitor and manage money laundering risk.

· Steps the applicant firm will take to ensure that money laundering reporting training has been provided to its employees.

· How the applicant firm will ensure that appropriate measures are in place to take into account money laundering risk in its day-to-day operation.

· The duties and responsibilities of the Money Laundering Reporting Officer (SMF17).

· Steps the applicant firm will take to ensure that the MLRO is fully trained and aware of his duties and is able to carry out its controlled function effectively. 

Training

We expect every individual involved in the management or running of a credit union to have the necessary skills and training to carry out this function. It may be appropriate for the applicant firm to allocate, to a member of the Committee of Management (for example a training officer), responsibility for ensuring that adequate training is delivered. Trade associations or local development agencies may be able to provide relevant training and assistance.

The applicant firm should consider the following points when drafting the policy:

· How the applicant firm intends to ensure all individuals connected in the management or involved in the operational activity are fully trained to fulfil their individual role or roles, including how ongoing training needs will be identified. 

· How the applicant firm will ensure all of the above individuals are up to date with changes to legislation, developments in the credit union movement and to any changes in the credit union's internal policies or procedures.

· How training records will be maintained, outlining details of all training received by individuals.

· The minimum level of training that all individuals will receive.

Membership

The basic outline of membership requirements and rights are set out in the applicant firm’s proposed registered rulebook and in credit union legislation. The purpose of a membership policy is to detail aspects of membership that are specific to the applicant firm.

The applicant firm should consider the following points when drafting the policy:

· The common bond qualification detailing who can join the credit union.

· The rights and duties of members (note: special arrangements for building up eligibility for loans etc. will be covered in the loans policy, however topics should be cross-referenced to ensure they are covered).

· Requirements for junior savers if applicable. 

· Requirements for non-qualifying members if applicable.

· Requirements for corporate members if applicable. These are outlined in sections 1A and 5A of the Credit Unions Act 1979 and sections 3A and 14A of The Credit Unions (Northern Ireland) Order 1985.

· List of acceptable forms of identification.

Members’ savings

For the purpose of the Credit Unions Act 1979 and The Credit Unions (Northern Ireland) Order 1985 members’ shares in a credit union are considered to be deposits (in the same way that shares in a building society are considered to be deposits).

Members' savings are an essential element of membership. To become and remain a member a minimum of one share must be held at all times.

The applicant firm should consider the following points when drafting the policy:

· The credit union's duties and powers in relation to members’ savings.

· The minimum and maximum savings to be held per member. This should include the number of shares allotted to corporate members. Shares allotted to corporate members cannot exceed 25% of the shares allotted to all members of the credit union or such lower percentage as may be specified in the credit unions rules.

· Withdrawals and notice periods, including any arrangements for emergency withdrawals.

· Transfers of member savings, including on death or incapacity.

· Protection of members’ savings; reference should be made to the importance of maintaining reserves and the requirement of insurance against fraud. 

· The basis for deciding any dividend payment (in line with section 14 of the Credit Unions Act 1979 and section 36 of The Credit Unions (Northern Ireland) Order 1985).

· If shares are being attached to a loan they cannot be withdrawn.

· Interest bearing shares, if applicable (see section 7A of the Credit Unions Act 1979 and sections 23A and 23B of The Credit Unions (Northern Ireland) Order 1985).

Deferred shares (Great Britain Credit Unions only)

The credit union may issue deferred shares in accordance with section 31A of the Credit Unions Act 1979.

Lending

The applicant firm must prepare and maintain an up-to-date lending policy that is appropriate and prudent to the scale and nature of its business, considering the limits in line with Credit Union Rulebook Part 3.

The policy must be applied fairly and equally to all members and avoid discrimination or conflicts of interest. The policy should be clearly communicated and available to all members.

The credit union should have in place a large exposures policy which demonstrates how it will monitor large exposures (PRA’s Credit Union Rulebook Part 10.6).

The applicant firm should consider the following points when drafting the policy:

· Qualifying conditions for loans including any minimum savings period or consistent savings history. 

· Maximum loan amounts, including those for the first time and existing borrowers (to include multiples of savings). Top-up loans, re-financing and emergency (including the definition of emergency) loan arrangements should also be covered. 

· Acceptable purposes for loans.

· Acceptable types of security for secured loans.

· Maximum repayment period and interest rates (including total interest payable over the period of the loan) to be adopted.

· Procedures for interviewing applicants (both first time and existing borrowers).

· Arrangements for loan disbursement and repayments, including authorised cheque signatories.

· Loans to members of the Committee of Management, officers, employees, other volunteers, connected persons or corporate members. 

· Whether loans to other credit unions will be allowed and the conditions under which these will be made.

· Attachment of shares. The credit union should ensure that its loan agreements clearly state whether a borrower is permitted to withdraw shares whilst there is a loan in existence that would reduce any shareholding to less than the loan outstanding (see section 11(1C) of the Credit Unions Act 1979 and section 28A of The Credit Unions (Northern Ireland) Order 1985).

Provisioning

The credit union must ensure that it makes adequate provision for bad debts. The credit union must make the specific provisions set out in PRA’s Credit Union Rulebook Part 3.11. The credit union should review its provisioning requirement frequently. We recommend that this is done at least quarterly. 

Arrears management

Good arrears management is crucial to the success of every credit union. Most credit unions that get into financial trouble do so because they do not have a rigorous arrears policy.

The applicant firm should have a documented arrears management policy, setting out the procedure and process for dealing with borrowers who fall into arrears. A clear and robust approach must be taken when dealing with defaulting borrowers.

The applicant firm should consider the following points when drafting the policy:

· Definition of a delinquent loan.

· The stages at which contact will be made, whether in writing or personal visits, and the sequence of any follow-up action, and the wording of standard letters to be issued at various stages in the arrears management process.

· The options that may be used to control delinquent loans.

· At what point the committee of management will decide to write-off the loan. 

· How and when arrears figures are reported to the committee of management, to identify any trend in the level of arrears and to allow corrective action to be taken at the earliest opportunity.

· Who is responsible for regularly reviewing the bad debt provision and making recommendations, as appropriate.

Provision of ancillary services

The credit union may charge a fee for providing ‘ancillary services’ as defined in section 9A (1) of the Credit Unions Act 1979. Members can be charged a fee that the credit union considers ‘appropriate’ (see transitional provision in article 28 the legislative Reform (Industrial and Provident Societies and Credit Unions) Order 2011.

Financial Risk Management - Cash handling and disbursements

The applicant should consider a policy that ensures that collection point procedures, cash received and cash issued are always dealt with in a secure manner and comply with insurance requirements. This is to ensure that the risks to both the Committee of Management and to members are minimised.

The applicant firm should consider the following points when drafting the policy:

· A clear audit trail for the handling of all cash. For example, how the applicant firm intends to maintain collection sheets.

· Minimum and maximum cash floats to be held at any one time, and their safekeeping. The applicant firm should consider who is authorised to handle cash and make provision for the appointment of a chief cashier, if appropriate for the business.

· How the possibility of fraud will be minimised. Clear segregation of the responsibilities for receiving, recording and the banking of cash should be adopted: for example, no one individual should receive cash, record its receipt and be responsible for its payment into the bank.

· Whether cheques, direct debits, standing orders, payroll deductions etc will be accepted. Reference could also be made to cashing of cheques. In this instance, confirmation of the agreement with the bank, and of any creditors should be outlined.

· Requirements for writing of cheques, for example, how many signatories are required, who is authorised to sign cheques etc.

· Arrangements for the physical security of cash held on any credit union premises, including collection points. This is particularly important where premises may not be designed for 'banking' type activities, for example, community centres and church halls.

Information technology

The applicant firm should consider how it will ensure the security of the information held on the information technology systems to be implemented. 

The applicant firm should consider the following points when drafting the policy:

· Details of the IT systems to be implemented (for example PC, laptops etc).

· Access to the IT systems: this should include who has access to the systems.

· Levels of access, for example will all users have access to all information held, and whether all users will have the ability to change the data.

· Password protection and the procedures to ensure security of passwords. 

· Location and storage of the IT system.

· Back-up procedures to be implemented, for example who will be responsible for ensuring regular back up records are maintained and stored in a separate location. 

· Virus control measures to be taken to minimise the risk of the loss of data due to a virus.

· Disposal of old equipment in a secure manner.

Business continuity

The applicant firm should put in place contingency (or disaster recovery) arrangements to ensure it can continue to operate and meet its regulatory obligations if an unforeseen interruption occurs, which may prevent the credit union from operating normally. The recovery plan should be appropriate to the size and nature of its business. As set out in the PRA’s Credit Union Rulebook Part 17.

Possible risks include damage to, or loss of, premises through fire, flood etc. It can also include the IT systems failing (which might include loss of telephones etc).

Business continuity arrangements should be reviewed and tested regularly to ensure their effectiveness. 

The applicant firm should consider the following points when drafting the policy:

· Provision of back-up records for all computer and paper-based systems or information stored at a separate site. There will be some overlap with the information contained in the Information Technology Policy (see above).

· Alternative premises that provide a base for the continuation of services to members.

· The arrangements for notifying members of alternative arrangements and the level of service they can reasonably expect.

· The arrangements for contacting suppliers of services such as electricity water and telephones to reconnect them to credit union premises.

· Loss or failure of internal and external resources such as people (either through illness or leaving the firm), systems and other assets.

· External events (such as vandalism, theft, terrorism and adverse weather).

For further guidance see: https://www.handbook.fca.org.uk/handbook/SYSC/13/8.html 
Record keeping

The applicant firm must maintain a robust and efficient system for record keeping and to meet the requirements of the Data Protection Act 1998. See also PRA’s Credit Union Rulebook Part 16.

The applicant firm should consider the following points when drafting the policy:

· Guidelines under which the records are kept, including maintenance, review of records and the period or periods for which they are kept.

· Storage and security of records, including the storage location (this should be cross-referenced to the Business Continuity Policy).

· The procedure for keeping computer records. 

· How data that is no longer required will be disposed of.

Complaints

The applicant firm must have in place and operate an appropriate and effective internal complaints handling procedure. 

The applicant firm should refer to DISP 1 for the rules and guidance about complaints handling. Further information may be obtained from trade associations or local development agencies.

The applicant firm must, at the time of its authorisation, provide details of the appropriate contact point for complaints within the credit union. The contact point can be either the name or position held. The applicant firm should refer to DISP 1.10.9 for guidance.

Liquidity

The applicant firm must establish, maintain and implement an up-to-date liquidity policy approved by the Committee of Management .The applicant firm should consider the following points when drafting the policy in accordance with PRA’s Credit Union Rulebook Part 9.

· The limits within which liquidity should be. Who is responsible for liquidity management on a day-to-day basis, and who is responsible for crisis management in the event of a liquidity crisis.

· The most reliable sources of funds in normal and crisis circumstances.

· Signs that will be used to identify an approaching liquidity crisis. 

· Actions that can be taken to avoid a liquidity crisis.

Treating customers fairly

Treating customers fairly (TCF) is a regulatory requirement underpinned by FCA Principles, (e.g. Principle 6  a firm must pay due regard to the interests of its customers and treat them fairly). TCF is central to delivering the FCA regulatory agenda as well as being a key part of our move to more principles-based regulation.

The FCA’s Treating Customers Fairly (TCF) initiative focuses on the responsibility on a firm's management to deliver and demonstrate fair outcomes for consumers while offering the firm the flexibility to deliver these outcomes.

The FCA website gives more straightforward easy-to-read information about TCF, including the consumer outcomes we are looking for and information on the latest deadlines and supporting publications. It also has examples of good and poor practice and useful tools.

6.5
TCF is a key consideration for all new firms. Please tell us how TCF affected how the applicant firm developed its business plan.
No additional notes

6.6
How will the applicant firm’s senior management ensure that TCF is embedded in the culture of the firm and that it can demonstrate that the firm is consistently delivering fair outcomes to consumers?
No additional notes

6.7
What have the management of the applicant firm identified as the key risks in its model that may impact on its ability to treat customers fairly?
No additional notes

	7
	Fees and levies



If you need further help with completing Section 7, please call the FCA Supervision Hub on 0300 500 0597.
Fees – Fee-blocks

Firms fall into fee-blocks according to their Part 4A Permission. If we authorise credit unions to carry on deposit taking business, it will be allocated to fee-block A.1 – Deposit accepting.

The fee for each of these fee-blocks is based on tariff data submitted within Section 7 of this form. We use your answers to calculate your invoice for the first fee year and may also use them for the following fee year. So please ensure the data you submit is accurate, as we will use it to calculate your annual fees and levies; a change to an estimate will not be accepted after submission.

All authorised firms are subject to a fixed minimum fee (fee-block A000). A variable fee will also be due for each of the allocated fee-blocks but only where the firm’s tariff data exceeds the threshold for the relevant fee-block.  If you want to work out the applicant firm’s forthcoming fees, please use the Fee Calculator on our website. To do this you will need to know which fee-block(s) the applicant firm will fall into and the fee tariff data you have entered in Section 7.

The Handbooks contain detailed information on our fee-blocks, which can be found at https://www.handbook.fca.org.uk/handbook/FEES/4/Annex1A.html 
Fee-block A.1 – Deposit acceptors


7.1
What is the applicant firm's projected value of deposits (share capital) less its bank deposits (investments + cash at bank)?

The tariff measure for fee-block A.1 is modified eligible liabilities. For credit unions this is defined as their value of deposits (share capital) less its bank deposits (investments + cash at bank).

Fee Block A.2 – Home finance providers and administrators

     7.2 
Is the applicant firm requesting to undertake home finance provision? If the applicant firm undertakes home finance provision the data submitted in this section will be used to calculate its FSCS levies for Category 4.2 Home Finance provision.
How many new mortgage contracts, home purchase plans, home reversion plans and regulated sale and rent back agreements does the applicant firm estimate it will enter into in the first year of its new businessFirms authorised for mortgage lending and/or home finance provision will be allocated to fee block A.2 and will also be allocated to A.18. The A.2 fee block is calculated using the number of mortgage and other home finance transactions. The applicant firm is required to report the estimated number of mortgages and home finance transactions it will have as at the end of the first year of authorisation

Detailed information on mortgage/home finance transactions is provided on the fee section of our website, please select fee block A.2.

Fee block A.18 – Home finance providers, advisers and arrangers


7.3
How much annual income does the applicant firm estimate for the first year of its new business in relation to its home finance mediation business only?

Firms authorised for mortgage lending and/or mortgage mediation activities will be allocated to fee block A.18. The A.18 fee-block is calculated using the firm’s income generated from mortgage mediation business. The applicant firm is required to report the estimated annual income from mortgage mediation business. 

Detailed information on what income to include under mortgage mediation activity is provided on the fee section of our website, please select fee-block A.18.

Fee Block A.19 – General insurance mediation


7.4
Is the applicant firm requesting to undertake general insurance mediation business?

How much annual income does the applicant firm estimate for the first year of its new business in relation to its non-investment insurance contracts business only?


Firms authorised for non-insurance contract activities will be allocated to fee-block A.19. The A.19 fee-block is calculated via the firm’s income generated from non-investment insurance business. The applicant firm is required to report the estimated annual income from non-investment insurance contracts business only.

Detailed information on what income to include under non-investment insurance activity is provided on the fee section of our website, please select fee-block A.19.

Consumer Credit 

Credit Unions applying for consumer credit activities will not be allocated to the FCA fee blocks for fee calculation purposes. 
Applicant firms will still be charged fees for consumer credit activities under Financial Ombudsman Service.

Financial Services Compensation Scheme (FSCS) levy
The FSCS levy is made up of three parts: 

· base costs – operating costs not directly related to the payment of compensation

· specific costs – operating costs that are directly related to the payment of compensation arising from valid claims and

· compensation costs – provides the funds to make valid compensation payments.

As a newly authorised firm your first levy year will cover base costs only.  After this, you will be liable for the full FSCS levy. Please use the Fee Calculator on the FCA website to see if this makes any difference.
Detailed information on fee tariff data is provided on the tariff base guidance section of our website. 

FSCS levies - Class A (SA01) – deposit 

7.5
What is the applicant firm’s estimated amount of protected deposits as at the end of the first year of authorisation?
A protected deposit is any deposit which is covered by the compensation scheme. Please see COMP 5.3.1 R for further information on these: 
https://www.handbook.fca.org.uk/handbook/COMP/5/3.html#D13 

FSCS levies – Category 4.1 – Home finance intermediation


7.6
 How much annual eligible income does the applicant firm estimate it will have for the first year of its new business  in relation to its home finance mediation business only?

The firm can tailor income by reporting income received in relation to eligible claimants only. Generally, all business carried out by credit unions is with eligible claimants so income reported for FSCS under this sub-class should be the same as reported under fee-block A.18.  

Financial Ombudsman Service (FOS) levy
The ombudsman service levy for credit unions is currently a flat fee except where the firm carries out consumer credit activities.
FOS Levy – Fee block I20 – Credit-related regulated activities
7.7
 How much annual income does the applicant firm estimate for the first year of its new business in relation to its consumer credit business only?
The Financial Guidance Levies 
The Financial Guidance levy is formerly known as Money Advice Service (MAS) levy. Except for where a firm is applying for Consumer Credit Lending activities, no additional data is required for FGL as the levies are worked out using the same activity groups (fee-blocks) and tariff measures as the appropriate regulators’ fees

FGL Levy – Fee Block CC3 – Consumer credit lending

     7.8 
What is the applicants projected value of consumer credit lending at the end of the 12 month period following authorisation?

Firms authorised for consumer credit lending will be allocated to FGL fee block CC3.The value of lending  will be reported  in column A of data item CCR003 reported by firms under SUP 16 Annex 38AR, being the sum of data elements entered in rows:

1 Debt purchasing;

2 Hire purchase/conditional sale agreements;

3 Home credit loan agreements;

4 Bill of sale loan agreements;

5 Pawnbroking;

6 High-cost short-term credit;

11 Overdrafts;

12 Other running-account credit; and

8 Other lending

	8
	Fees, Checklist and Declaration



Application fee

8.1
You must tick below to confirm you have included the fee with your application.

The application fee is an integral part of your application. If you do not send a cheque for the appropriate fee in full with the completed application pack, we will not process your application.

This application fee is made up of two parts: 
· £300 for authorisation and 
· £200 for registration. 

The information we need for this application

You must indicate which supporting documents you are sending with this application and which supporting documents you are self-certifying. You should also use this section to check you are sending us all the supporting documents we need, ticking the boxes as appropriate.

We will accept photocopies; you should not submit original documents. Please mark each copy 'this is a true copy of the original' and have it signed and dated by the individual(s) who sign(s) the application form.


8.2
This 'application for authorisation and registration' consists of the following documents; please tick below to confirm the forms you have completed and enclosed.

No additional notes.

Supporting documents you are sending with this application


8.3
List of supporting documents

These are the documents that you must send to us with the completed application, e.g. staff organisational structure chart, regulatory business plan.

We will accept photocopies. Please mark each copy 'this is a true copy of the original' and have it signed and dated by the individual(s) who sign(s) the application form.

You may need to send us additional documents, depending on your answers to the specific questions listed.

Compulsory self-certified supporting documents 

8.4
List of self-certified documents

In self-certifying documents you are making a statement that these documents are ready and available for immediate inspection by us, as part of the authorisation process.  

You should only tick the documents that are ready for inspection. We may ask to see these at any time while processing the application and at short notice.

We may ask you to send them to us by fax, email or post or we could ask to see them at the applicant firm's place of business.

Please do not send us copies of these documents unless we ask to see them. 

Please bear in mind that even if we do not ask for these documents during the authorisation process, we retain the right to ask for them in the future.

Other documents


8.5
Please list any other documents you have provided.

You must provide a list of any other documents you have included that you consider to be relevant to your application.


8.6
Please provide any comments on supporting documents if necessary.

No additional notes.

Other information

8.7
If there is anything else you would like to tell us about this application please give details below.

No additional notes.
               Declaration

               We require all signatures to be original.[image: image1.png]



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





When completing the application form you will need to refer to the Handbooks: � HYPERLINK "https://www.handbook.fca.org.uk/handbook/CREDS/1/1.html" �www.handbook.fca.org.uk/handbook/CREDS/1/1.� and www.prarulebook.co.uk/rulebook/Content/Part/320139





If after reading these notes you need more help please:


check the FCA website � HYPERLINK "http://www.fca.org.uk" �www.fca.org.uk� 


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


consult The FCA Handbook � HYPERLINK "http://www.handbook.fca.org.uk/" �www.handbook.fca.org.uk/� and the PRA Rulebook http://www.prarulebook.co.uk/rulebook/Content/Part/320139


call the FCA Supervision Hub on 0300 500 0597


call the PRA Firm Enquiries: 020 3461 7000 


mail the FCA Supervision Hub: � HYPERLINK "mailto:firm.queries@fca.org.uk" �firm.queries@fca.org.uk�  


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





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


    Terms in these notes 


 These notes use the following terms:


'we', ‘us’ or 'our' refers to the appropriate regulator


‘the FCA’ refers to the Financial Conduct Authority


‘the PRA', refers to the Prudential Regulation Authority


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


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


‘FSMA’ refers to the Financial Services and Markets Act 2000.


‘The Handbooks’ refer to the PRA and FCA Handbooks and


‘Threshold Conditions’ refer to PRA and FCA Threshold Conditions.





    Important information


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


Once authorised the applicant firm is required to pay regulatory fees even if it is not trading. Firms must also notify us immediately if any of their static data changes.








Introduction


These set all of our rules made under powers given to us by FSMA and they are available online. Both are extensive documents, but you will only need to refer regularly to the specific parts that affect your business.


They are divided into blocks and each of these is subdivided into modules.  Additionally, they contain a Glossary of all the definitions used.  





Threshold Conditions





Throughout the application, you will see references to the Threshold Conditions. These are the minimum requirements that a firm must satisfy to be and remain authorised. When we consider the applicant firm's application we will assess whether it will satisfy, and continue to satisfy the threshold conditions, see COND of the Handbook at 


� HYPERLINK "https://www.handbook.fca.org.uk/handbook/COND" �https://www.handbook.fca.org.uk/handbook/COND�/ 


� HYPERLINK "http://www.legislation.gov.uk/uksi/2013/555/article/2/made" �http://www.legislation.gov.uk/uksi/2013/555/article/2/made�. 
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