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CHANGE OF CONTROL (AGGREGATION OF HOLDINGS) INSTRUMENT 2011

Powers exercised

A. The Financial Services Authority makes this instrument in the exercise of the power in
section 157(1) (Guidance) of the Financial Services and Markets Act 2000.

Commencement
B. This instrument comes into force on 6 February 2011.

Amendments to the Handbook

C. The Supervision manual (SUP) is amended in accordance with the Annex to this
instrument.
Citation

D. This instrument may be cited as the Change of Control (Aggregation of Holdings)
Instrument 2011.

By order of the Board
19 January 2011
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Annex

Amendments to the Supervision manual (SUP)

In this Annex, underlining indicates new text, unless otherwise stated.

11.3.1A G Forthe purposes of Part XII (Control over authorised persons) of the Act, and
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in particular, calculations relating to the holding of shares and/or voting
power, the definitions of “shares” and ‘“voting power” are set out in section
191G of the Act.

SUP 11 Annex 6G provides guidance on when one person’s holding of
shares or voting power must be aggregated with that of another person for
the purpose of determining whether an acquisition or increase of control will
take place as contemplated by section 181 or 182 of the Act such that notice
must be given to the FSA in accordance with section 178 of the Act before
making the acquisition or increase. This will be:

(1)  where those persons are acting in concert, as contemplated by section
178(2) (Obligation to notify the Authority: acquisitions of control) of
the Act; or

(2) inthe case of voting power only, if any of the circumstances
described in section 422(5) (Controller) of the Act apply.

After SUP 11 Annex 5, insert the following new annex. The text is not underlined.

11 Annex 6G  Aggregation of holdings for the purpose of prudential assessment of

Q1:

A:

Q2:

controllers.
What is this guidance about?

This guidance considers when one person’s holding of shares or voting power must be
aggregated with that of another person for the purpose of determining whether those
persons have decided to acquire or increase control over a UK authorised person, as
contemplated by section 181 or 182 of the Act, such that notice must be given to the
FSA in accordance with section 178 (Obligation to notify the Authority: acquisitions of
control) of the Act before making the acquisition or deciding to increase their control.

When are shares or voting power to be aggregated?

There are two situations which would require the holdings of two or more persons to be
aggregated for the purpose of determining whether they are acquiring or increasing
control within the meaning of section 181 or 182 of the Act. The first is where shares or
voting power are held or to be held by persons ‘acting in concert’ — this is referred to in
sections 178(2) and 422(3) of the Act. The second is where a person (H) is attributed
with voting power in a firm through the application of any of the circumstances
described in section 422(5)(a) of the Act (‘deemed voting power’) in addition to any
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other voting power that he holds (or is deemed to hold) in that firm. These two
situations may apply concurrently. For example, H could be acting in concert pursuant
to section 178(2) of the Act and have deemed voting power under section 422(5)(a)(i)
of the Act where H has concluded an agreement that obliges him and a third party
shareholder in the firm to adopt, by concerted exercise of the voting power they hold, a
lasting common policy towards the management of that firm.

Acting in Concert

Q3:

A:

Q4

What does ‘acting in concert’ mean for these purposes?

There is no definition of this phrase in the Act. The Glossary to the Guidelines for the
prudential assessment of acquisitions and increases in holdings in the financial sector
required by Directive 2007/44/EC (the ‘Acquisitions Directive’) published jointly by
CEBS, CEIOPS and CESR (the ‘Level 3 Guidelines’) states that, for the purposes of the
Acquisitions Directive, ‘persons are “acting in concert” when each of them decides to
exercise his rights linked to the shares he acquires in accordance with an explicit or
implicit agreement made between them.” The relevant persons must therefore (1) hold
shares and/or voting power in the firm or its parent undertaking, and (2) reach a
decision to exercise the rights linked to those shares in accordance with an agreement
(in writing or otherwise) between them.

While the rights ‘linked to’ shares for these purposes are most likely to be voting rights,
persons may be ‘acting in concert’ where they decide to exercise other share-related
rights, either in addition to or instead of voting rights, in accordance with an agreement
made between them. As indicated in the Level 3 Guidelines, persons will begin acting
in concert when they take the decision to exercise their rights in accordance with an
agreement between them. This decision may be taken before or after the time the
relevant persons decide to purchase shares in the firm. The agreement need not require
them always to exercise the rights attached to their respective shares in the same way —
see, for example, the response to Question 11 in respect of passive shareholdings.

Does section 178(2) of the Act have the effect that two or more persons who
already hold shares or voting power in a firm or its parent undertaking and who
subsequently decide to exercise their voting or other rights in accordance with an
agreement between them are required to give prior notice under section 178(1) of
the Act, if their aggregated holdings fall within any of the cases set out in section
181(2) of the Act or increase by any of the steps set out in section 182(2) of the
Act?

Yes. Section 178(1) of the Act applies when a person ‘decides to acquire or increase
control over a UK authorised person...’. For the purposes of Part XII of the Act, a
person’s acquisition of control of a firm is determined by virtue of his holdings of
shares or voting power in that firm or in a parent undertaking of that firm. In
determining whether control has been acquired, section 178(2) of the Act requires the
holdings of shares or voting power of persons who are acting in concert to be
aggregated. As noted in the response to Question 3, persons begin acting in concert
when they decide to exercise their voting or other rights in accordance with an
agreement between them. Once this decision has been taken, shares or voting rights
must be aggregated to determine whether control has been or will be acquired. The
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same analysis applies to increases in control and reductions in control, as set out in
sections 182 and 183 of the Act, respectively. Accordingly, the requirement to
aggregate holdings of shares and/or voting power under section 178(2) of the Act may
apply to existing holdings, as well as to new purchases, of shares and/or voting power.

What types of arrangement amount to acting in concert in acquiring or holding
shares or voting power for the purposes of these Sections of the Act?

Although the term ‘acting in concert’ has a potentially wide meaning, not all common
actions taken by shareholders in relation to shares or voting power will require the
aggregation of holdings of shares or voting power for the purposes of section 178 of the
Act. In particular, there are many circumstances in which persons, who between them
hold 10% or more of the shares or voting power in a firm or its parent undertaking, may
engage in a concerted exercise of voting power, without this amounting to ‘acting in
concert’ in a manner requiring aggregation of their holdings under section 178(2) of the
Act. An agreement by one shareholder to vote with other shareholders on a specific
issue, for example, rather than on an ongoing or sustained basis, would not generally be
regarded by the FSA as acting in concert so as to require a section 178 notice to be given
by that group of shareholders, even where the group collectively holds 10% or more of
the voting power in the firm. However, see further on this point in the response to
Question 9.

Deemed voting power

Q6 :

A:

What is meant by ‘deemed voting power’?

‘Deemed voting power’ is the term used in this guidance to describe those cases set out
in section 422(5)(a) of the Act in which one person’s holding of voting power is
attributed to another. There may be circumstances in which deemed voting power must
be aggregated with other (actual or deemed) voting power for the purposes of
determining whether section 181(2)(b) of the Act applies, but the cases set out in section
422(5)(a) may result in the attribution of voting power to a person (H) without
aggregation where H holds no other actual or deemed voting power in the relevant firm
and is not acting in concert with any other person (for example, where H exercises the
voting power attaching to shares deposited with him pursuant to a discretion granted to
him in the absence of (1) specific instructions from the actual shareholders, and (2) any
agreement with the shareholders as to how he should exercise that voting power or any
other rights attached to those shares - see section 422(5)(a)(vi) of the Act).

The provisions of section 422(5)(a) of the Act were transposed into the Act in order to
implement Directive 2004/109/EC (the ‘Transparency Directive’). These provisions
have direct application to Part XI11 of the Act, and in particular to the meaning of ‘voting
power’ for the purposes of that Part, by virtue of section 191G (Interpretation) of the
Act.

In introducing the cases in which the voting power of a third party may be attributed to
H, the Transparency Directive refers to the ability ‘to acquire, to dispose of, or to
exercise voting rights in any of the [relevant] cases or a combination of them.” No new
purchase of shares is therefore required in order for these attribution provisions to

apply.
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Where X holds 10% of the voting power in a firm and X is the subsidiary of H,
which itself has no holding at all directly in the firm, is H a controller?

Yes. This follows from section 422(5)(a)(v) of the Act, which provides that voting
power includes, in relation to a person (H), voting power held by a subsidiary of H. The
voting power held by X is attributed to H, making H a controller.

For the purposes of section 178 of the Act, both H and its subsidiary, would be required
to notify and obtain the 'S4 ’s approval prior to acquiring or increasing control.

Practical application of aggregation of holdings

Q8:

A:

Q9:

Q10:

Does there need to be a new purchase of shares or voting rights in order for the
notification requirement to arise?

No. As stated in the response to Question 4, the aggregation of shares and/or voting
power is relevant to existing holdings of shares and/or voting power where no new
purchase is to take place, as well as to new purchases.

Do the aggregation provisions apply to shareholders agreeing how they will vote
on a particular issue, for example, for reasons of good corporate governance?

We would not generally regard shareholders as acting in concert for the purposes of
section 178(2) of the Act or as having deemed voting power requiring aggregation
pursuant to section 422(5)(a)(i) of the Act simply because they have agreed to vote
together on a particular issue, for example:

= rejection of a proposal for the remuneration of directors;

= appointment/removal of a particular director; or

= approval/rejection of an acquisition or disposal proposed by the firm’s board

of directors.

However, there may be circumstances in which voting together on a specific issue
would amount to acting in concert for these purposes. Where, for example,
shareholders who have no previous agreement in relation to the exercise of their voting
rights agree to act together for the purpose of voting through the resolution(s) required
to enable them to obtain control of the board of a firm, that is likely to constitute acting
in concert for these purposes, although it may not fall within section 422(5)(a)(i) of the
Act, if those shareholders have no ‘lasting common policy’ towards the firm s
management.

Those circumstances are likely to be exceptional and, while it is not possible in this
guidance to give a definitive list of how they might arise, the FSA remains willing to
provide firms with individual guidance on the point in cases of uncertainty.

What about agreements that specific issues will be put to a vote of shareholders?
An agreement that does no more than require particular management actions to be put

to a vote of shareholders, such as major acquisitions, disposals or new issues of shares,
would not of itself trigger the requirement to notify. This is because there is no
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agreement as to how the shareholders will exercise their rights on, or whether the
shareholders will adopt a common policy towards, those proposals. An agreement
which gives certain shareholders veto rights over key decisions by the firm may,
however, bring those shareholders within the ambit of section 178(1) of the Act
regardless of whether they are acting in concert, by virtue of their being able to exercise
significant influence over the management of the firm — see section 181(2)(c) of the Act.

What about agreements as to how to exercise voting power on future issues
generally?

This would involve acting in concert, and thus require the aggregation of holdings by
the parties to the agreement, for the purposes of section 178 of the Act. It may also fall
within the ambit of section 422(5)(a)(i) of the Act, but this will depend on whether the
parties to the agreement have adopted a lasting common policy that relates to the
management of the relevant undertaking.

Acting in concert not only covers agreements to exercise voting power, but may also
arise as a result of ‘passive shareholder agreements’. In these, a shareholder (the
‘passive shareholder’) agrees explicitly or implicitly with another shareholder or group
of shareholders (the ‘active shareholder’) that it will not exercise its voting power. For
example, where the passive shareholder holds 2% of the voting power and the active
shareholder holds 9% of the voting power, each would be regarded as having control
(11% of the voting power) because their holdings are required to be aggregated under
the acting in concert provisions. However, persons that acquire shares as part of an
investment or hedging programme and adhere consistently to a stated policy of not
voting those shares would not, by reason of that policy alone, be regarded as having
entered into an agreement with other shareholders and so would not be regarded as
acting in concert with them.

Are multiple purchasers of shares, who are each party to a share purchase
agreement and whose combined shareholding will fall within section 181(2) of the
Act, required to give notice pursuant to section 178(1) of the Act, on the basis that
the existence of the agreement means they are acting in concert?

If it is clear that the only ‘agreement’ between one or more persons consists in their
being parties to the same share purchase agreement, the terms of which pertain strictly
to the purchase of shares and do not govern or otherwise seek to regulate the
purchasers’ relationship with each other following completion of the share purchase,
those purchasers would not be regarded by the FSA as acting in concert for the purpose
of requiring notification under section 178 of the Act. If, however, the share purchase
agreement contains provisions governing or otherwise regulating the exercise of the
rights linked to the shares to be acquired by the purchasers (or the purchasers have
entered into or propose to enter into a shareholders’ or other agreement with similar
effect), the proposed acquirers may be regarded by the FSA to be acting in concert for
the purpose of requiring notification under section 178 of the Act, depending on the
terms of the relevant agreement(s). Further guidance on the effect of some of the
typical provisions included in shareholders’ agreements is contained in the response to
Question 14. Prospective shareholders who are uncertain as to the effect of any of the
provisions of their agreement(s) in these circumstances may wish to seek (either
formally or informally) individual guidance at an early stage from the FSA.
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Where there is evidence to suggest that the parties do in fact intend to co-operate in
relation to the exercise of voting or other rights relating to the shares they are acquiring,
notwithstanding that no provisions to that effect appear in the share purchase or other
written agreement, this may warrant the conclusion that there is an implicit agreement
between them by virtue of which they are acting in concert.

What about agreements that are conditional on any necessary approval by the
FSA?

Notice must be given under section 178(1) of the Act before control is acquired. The
point in time at which this occurs may depend on a number of circumstances. In the
context of a share purchase agreement that provides for FSA approval of the purchaser
to be obtained before the acquisition is completed, the purchaser will not usually be
required to give a section 178 notice prior to entering into the agreement. However,
there may be circumstances in which control is actually acquired at the time the
agreement is entered into, for example, where the parties have agreed that the purchaser
will be entitled (whether by virtue of a power of attorney contained in the agreement or
otherwise) to exercise the voting rights attached to the shares being acquired in the
period between signing and completion. In that case, the purchaser will need to
consider whether to give notice under section 178(1) prior to entering into the
agreement.

What about pre-emption rights, ‘drag along’ rights and ‘tag along’ rights?

Typical examples of these arrangements are unlikely to trigger the requirement to
notify under section 178(1) of the Act in themselves.

Bare pre-emption rights will simply indicate each shareholder’s (the ‘offeror’)
agreement to give fellow shareholders an option to purchase his shares, if he wishes to
sell. The acquisition of shares under these arrangements cannot take place until the
offeror decides to sell his shares and other shareholders decide to buy them.

Shareholders will not usually be regarded as acting in concert in holding or acquiring
shares simply by agreeing to give each other future pre-emption rights. In the event that
some shareholders enter into an agreement to buy the offeror’s shares, those
shareholders are only likely to be regarded as acting in concert by virtue of that
agreement in the circumstances described in the response to Question 12 above.

The existence of ‘drag along’ and ‘tag along’ rights in a shareholders’ agreement
designed to ensure equivalent treatment of shareholders of the same class in the event
an offer is made, or to be made, by a non-shareholder to purchase the shares of any
single shareholder in a private company would not, in and of themselves, result in the
shareholders who have the benefit of those rights being considered to be acting in
concert in their holding or acquiring of shares.

How does this guidance relate to the definition of ‘acting in concert’ in the
Takeover Code (the ‘Code’)?
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Although similar terminology may be used, the definition of ‘acting in concert’ in the
Code derives from the Takeovers Directive and has particular relevance in determining
whether the relationship between persons with interests in shares carrying voting rights
is such as to require those rights to be aggregated for the purpose of assessing whether,
under Rule 9.1, the threshold for the making of a mandatory offer to all other
shareholders in a company to which the Code applies has been reached. The notes on
the definition in the Code and on Rule 9.1 make clear that the Takeover Panel’s views
in relation to acting in concert ‘...relate only to the Code and should not be taken as
guidance on any other statutory or regulatory provisions’.

This guidance is given for a quite different purpose. It is relevant to considering
whether the holdings of persons who have reached an agreement in relation to the
shares or voting rights they do or will hold must be aggregated for the purpose of
determining whether they are subject to the requirements for prudential assessment
specified in sections 185 et seq of the Act. This guidance has no relevance to how
‘acting in concert’ is to be interpreted in the context of the Code.
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INTEGRATED REGULATORY REPORTING (AMENDMENT NO 10)
INSTRUMENT 2011
Powers exercised
A The Financial Services Authority makes this instrument in the exercise of the
following powers and related provisions in the Financial Services and Markets Act
2000 (“the Act”):
Q) section 138 (General rule making power);
2 section 156 (General supplementary powers); and

(€)) section 157(1) (Guidance).

B. The rule-making powers listed above are specified for the purposes of section 153(2)
(Rule-making instruments) of the Act.

Commencement
C. This instrument comes into force on 1 June 2011.

Amendments to the Handbook

D. The Supervision manual (SUP) is amended in accordance with the Annex to this
instrument.

Citation

E. This instrument may be cited as the Integrated Regulatory Reporting (Amendment No

10) Instrument 2011.

By order of the Board
19 January 2011
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Annex
Amendments to the Supervision manual (SUP)

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

16 Annex 24R Data items for SUP 16.12

see following pages for changes to FSA004 and FSA0045
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FSA004
Credit risk
A B c b E E
Capital Exposure Expected Individual Collective Other (Credit
requirement value loss Impairment Impairment valuation
Breakdown under the Standardised Approach by exposure classes Adjustment)
1 Total

2 Central governments or central banks
3 Regional governments or local authoritites
4 Administrative bodies and non-commercial undertakings
5 Multilateral development banks
6 International organisations
7 Institutions
8 Corporates
9 Retail
10 Secured on real estate property
37 Secured by mortgages on residential property
38 Secured by mortgages on commercial real estate
11 Past due items
12 Items belonging to regulatory high risk categories
13 Covered bonds
14 Securitisation positions
15 Short term claims on institutions and corporates
16 Collective investment undertakings
17 Other items

Breakdown under the Foundation IRB
18 Total
19 Central governments and central banks
20 Institutions
21 Corporates
22 Of which: to corporate SME BIPRU 4.4.59 to BIPRU 4.4.60
39 Of which: to specialised lending BIPRU 4.5

Breakdown of Retail IRB
23 Total
24 Retail mortgages
25 Qualifying Revolving Retail Exposures
26 Retail SME
27 Other retail
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Breakdown under Advanced IRB
28 Total
29 Central governments and central banks
30 Institutions
31 Corporates
32 Of which: to corporate SME BIPRU 4.4.59 to BIPRU 4.4.60
40 Of which: to specialised lending BIPRU 4.5

Breakdown of other IRB exposure classes
33 Total
34 Equity claims
35 Securitisation positions
36 Non-credit obligation assets

FSA 2011/3
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FSA045
IRB portfolio risk

A OWNPE

(631

~N O OB W N P

Severeighs Central Government and Central Banks - credit A
Tick here if you have no exposures in these asset classes
Please indicate whether your PDs are PiT or TTC or Hybrid PiT
Enter number of days in the definition of Default
PD range at reporting date |Gross Exposure at Maturity  |Probability [Loss Expected |RWEA
Lower PD Upper PD exposure value |[default estimate of default [Given Loss
bound bound Default
A B C D E F G
Above % Up to % 000s 000s days % % 000s 000s
0.000%
In default
Total
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11
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Banks _Institutions - credit risk A
Tick here if you have no exposures in these asset classes
Please indicate whether your PDs are PiT or TTC or Hybrid PiT
Enter number of days in the definition of Default
PD range at reporting date |Gross Exposure at Maturity |Probability|Loss Expected |RWEA
Lower PD Upper PD exposure value |default estimate of default |Given Loss
bound bound Default
A B C D E F G
Above % Up to % 000s 000s days % % 000s 000s
0.000%
In default
Total
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13
14
15
16

17
18

~N OO OB W N

Corporates - credit risk A
Tick here if you have no exposures in these asset classes
Please indicate whether your PDs are PiT or TTC or Hybrid PiT
Enter number of days in the definition of Default
PD range at reporting date |Gross Exposure at Maturity |Probability|Loss Expected |RWEA
Lower PD Upper PD exposure value |default estimate of default |Given Loss
bound bound Default
A B C D E F G
Above % Up to % 000s 000s days % % 000s 000s
0.000%
In default
Total
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19
20
21
22

23
24

~N OO OB~ W NP

Retail Mortgages A
Tick here if you have no exposures in these asset classes
Please indicate whether your PDs are PiT or TTC or Hybrid PiT
Enter number of days in the definition of Default
PD range at reporting date |Gross Exposure at Maturity |Probability|Loss Expected |RWEA
Lower PD Upper PD exposure value |default estimate of default |Given Loss
bound bound Default
A B C D E F G
Above % Up to % 000s 000s days % % 000s 000s
0.000%
In default
Total
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26
27
28

29
30

~N OO OB~ W NP

QRRE A
Tick here if you have no exposures in these asset classes
Please indicate whether your PDs are PiT or TTC or Hybrid PiT
Enter number of days in the definition of Default
PD range at reporting date |Gross Exposure at Maturity |Probability|Loss Expected |RWEA
Lower PD Upper PD exposure value |default estimate of default |Given Loss
bound bound Default
A B C D E F G
Above % Up to % 000s 000s days % % 000s 000s
0.000%
In default
Total
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31
32
33
34

35
36

~N OO OB~ W N -

Other retail A
Tick here if you have no exposures in these asset classes
Please indicate whether your PDs are PiT or TTC or Hybrid PiT
Enter number of days in the definition of Default
PD range at reporting date |Gross Exposure at Maturity |Probability|Loss Expected |RWEA
Lower PD Upper PD exposure value |default estimate of default [Given Loss
bound bound Default
A B C D E F G
Above % Up to % 000s 000s days % % 000s 000s
0.000%
In default
Total
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SME retail A
Tick here if you have no exposures in these asset classes
Please indicate whether your PDs are PiT or TTC or Hybrid PiT
Enter number of days in the definition of Default
PD range at reporting date |Gross Exposure at Maturity |Probability|Loss Expected |RWEA
Lower PD Upper PD exposure value |default estimate of default |Given Loss
bound bound Default
A B C D E F G
Above % Up to % 000s 000s days % % 000s 000s
0.000%
In default
Total
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44
45
46

~N OO OB~ W NP

Central Government and Central Banks - counterparty credit A
Tick here if you have no exposures in these asset classes
Please indicate whether your PDs are PiT or TTC or Hybrid PiT
Enter number of days in the definition of Default
PD range at reporting date |Gross Exposure at Maturity |Probability|Loss Expected |RWEA
Lower PD Upper PD exposure value |default estimate of default |Given Loss
bound bound Default
A B C D E F G
Above % Up to % 000s 000s days % % 000s 000s
0.000%
In default
Total
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Institutions - counterparty credit risk A
Tick here if you have no exposures in these asset classes
Please indicate whether your PDs are PiT or TTC or Hybrid PiT
Enter number of days in the definition of Default
PD range at reporting date |Gross Exposure at Maturity |Probability|Loss Expected |RWEA
Lower PD Upper PD exposure value |default estimate of default |Given Loss
bound bound Default
A B C D E F G
Above % Up to % 000s 000s days % % 000s 000s
0.000%
In default
Total
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Corporates - counterparty credit risk A
Tick here if you have no exposures in these asset classes
Please indicate whether your PDs are PiT or TTC or Hybrid PiT
Enter number of days in the definition of Default
PD range at reporting date |Gross Exposure at Maturity |Probability|Loss Expected |RWEA
Lower PD Upper PD exposure value |default estimate of default |Given Loss
bound bound Default
A B C D E F G
Above % Up to % 000s 000s days % % 000s 000s
0.000%
In default
Total
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16 Annex 25 G Guidance notes for data items in SUP 16 Annex 24R

FSA004 — Credit risk

Column B

For firms on the standardised approach, this should be calculated as set out in BIPRU 3 and
BIPRU 5. It equates to the fully adjusted exposures values (E*) after adjustment to off-
balance sheet items under BIPRU 3.6.1R.

For firms on an IRB approach, this shetld-be is exposure at default calculated in accordance

with BIPRU 4 and BIPRU 5 and-is-the-expesure-value-before-therisk-weightis-applied.

Column C

For firms on the IRB approach this should be calculated in accordance with BIPRU 4.3.6R
excluding any adjustments.

Column D

Firms should report here the amount of any provision/impairment which arises from the
individual assessment of a particular asset.

Column E

Firms should report here the amount of any provision/impairment which arises from a review
of groups of assets.

Column F

Firms should report here any other credit valuation adjustments for the given exposure class.

Breakdown under the standardised approach to credit risk by exposure classes
excluding securitisation positions

1A Total capital requirement

This is the total capital requirement, being the sum of data elements 2A to 17A and 37A and
38A. This is the same as the capital requirement reported in data element 79A in FSA003.

[CEBS’ CR SA column 22]
1B Total exposure value

This is the total exposure value, being the sum of data elements 2B to 17B and 37B and 38B.

1D Total individual impairment
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This is the total of individual impairments, being the sum of data elements 2D to 17D and
37D and 38D.

1E Total collective impairments

This is the total collective impairments, being the sum of data elements 2E to 17E and 37E
and 38E.

1F Total other (credit valuation adjustment)

This is the total of all other credit valuation adjustments, being the sum of data elements 2F to
17F and 37F and 38F.

2D Central government or central banks

This is the provision/impairment which arises from the individual assessment of an asset
within the exposure class defined in BIPRU 3.2.9R(1).

2E Central government or central banks

This is the provision/impairment which arises from a review of groups of assets within the
exposure class defined in BIPRU 3.2.9R(1).

2F Central government or central banks

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(1).

3B Regional governments or local authorities
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(2).
[CEBS’ CR SA column 20]

3D Regional government or local authorities

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(2).

3E Regional government or local authorities

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(2).

3F Regional government or local authorities

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(2).
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4B Administrative bodies and non-commercial undertakings
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(3).
[CEBS’ CR SA column 20]

4D Administrative bodies and non-commercial undertakings

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(3).

4E Administrative bodies and non-commercial undertakings

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(3).

4F Administrative bodies and non-commercial undertakings

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(3).

5B Multilateral development banks
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(4).

[CEBS’ CR SA column 20]

5D Multilateral development banks

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(4).

5E Multilateral development banks

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(4).

5F Multilateral development banks

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(4).
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6B International organisations
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(5).
[CEBS’ CR SA column 20]

6D International organisations

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(5).

6E International organisations

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(5).

6F International organisations

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(5).

7B Institutions
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(6).
[CEBS’ CR SA column 20]

7D Institutions

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(6).

7E Institutions

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(6).

7F Institutions

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(6).

8B Corporates
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(7).

[CEBS’ CR SA column 20]

Page 18 of 38



FSA 2011/3

8D Corporates

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(7).

8E Corporates

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(7).

8F Corporates

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(7).

9B Retail

This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(8).
[CEBS’ CR SA column 20]

9D  Retail

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(8).

9E Retail

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(8).

9F Retail

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(8).

37A  Secured by mortgages on residential property
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This is the capital requirement calculated in accordance with BIPRU 3 relating to the asset
class set out in BIPRU 3.4.56R.

37B  Secured by mortgages on residential property

This is the exposure value relating to the asset class set out in BIPRU 3.4.56R.

37D Secured by mortgages on residential property

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class set out in BIPRU 3.4.56R.

37E  Secured by mortgages on residential property

This is the provision/impairment which arises from a review of groups of assets within the
asset class set out in BIPRU 3.4.56R.

37F  Secured by mortgages on residential property

This is for any other credit valuation adjustments relating to the asset class set out in BIPRU
3.4.56R.

38A  Secured by mortgages on commercial real estate

This is the capital requirement calculated in accordance with BIPRU 3 relating to the asset
class set out in BIPRU 3.4.89R to 3.4.94R.

38B  Secured by mortgages on commercial real estate

This is the exposure value relating to the asset class set out in BIPRU 3.4.89R.

38D Secured by mortgages on commercial real estate

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class set out in BIPRU 3.4.89R.

38E  Secured by mortgages on commercial real estate

This is the provision/impairment which arises from a review of groups of assets within the
asset class set out in BIPRU 3.4.89R.

38F  Secured by mortgages on commercial real estate

This is for any other credit valuation adjustments relating to the asset class set out in BIPRU
3.4.89R.

11B  Past due items

This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(10).
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[CEBS’ CR SA column 20]

11D Past due items

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(10).

11E Past due items

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(10).

11F Past due items

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(10).

12B  Items belonging to regulatory high-risk categories
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(11).
[CEBS’ CR SA column 20]

12D  Items belonging to requlatory high-risk categories

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(11).

12E ltems belonging to regulatory high-risk categories

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(11).

12F Items belonging to regulatory high-risk categories

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(11).

13B  Covered bonds
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(12).

13D Covered bonds

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(12).

13E  Covered bonds
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This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(12).

13F Covered bonds

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(12).

14B  Securitisation positions
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(13).
[CEBS’ CR SEC SA column 19]

14D  Securitisation positions

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(13).

14E  Securitisation positions

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(13).

14F  Securitisation positions

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(13).

15B  Short term claims on institutions and corporates
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(14).
[CEBS’ CR SA column 20]

15D Short term claims on institutions and corporates

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(14).

15E Short term claims on institutions and corporates

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(14).

15F Short term claims on institutions and corporates

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

Page 22 of 38



FSA 2011/3

3.2.9R(14).

16B  Collective investment undertakings
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(15).
[CEBS’ CR SA column 20]

16D  Collective investment undertakings

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(15).

16E Collective investment undertakings

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(15).

16F  Collective investment undertakings

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9(15).

17B  Other items
This is the exposure value relating to the asset class defined in BIPRU 3.2.9R(16).

17D  Other items

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 3.2.9R(16).

17E  Other items

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 3.2.9R(16).

17F  Other items

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

3.2.9R(16).
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Breakdown under the foundation IRB approach to credit risk

18B  Total exposure value
This is the total exposure value, being the sum of 19B to 21B.

18C  Total expected loss

This is the total expected loss reported in data elements 19C to 21C.

18D Total individual impairments

This is the total individual impairments, being the sum of data elements 19D to 21D.

18E  Total collective impairments

This is the total collective impairments, being the sum of data elements 19E to 21E.

18F  Total other (credit valuation adjustment)

This is the total for all other credit valuation adjustments, being the sum of data elements 19F
to 21F.

19B  Central governments and central banks
This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(1).
[CEBS’ CR IRB column 11]

19C Central governments and central banks

This is the expected loss calculated in accordance with BIPRU 4.4.61R to BIPRU 4.4.62R
gross of tax adjustments relating to the asset class defined in BIPRU 4.3.2R(1).

19D Central governments and central banks

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(1).

19E Central governments and central banks

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(1).

19F Central governments and central banks

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

4.3.2R(1).

Page 24 of 38



FSA 2011/3

20B Institutions
This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(2).
[CEBS’ CR IRB column 11]

20C Institutions

This is the expected loss calculated in accordance with BIPRU 4.4.61R to BIPRU 4.4.62R
gross of tax adjustments relating to the asset class defined in BIPRU 4.3.2R(2).

20D Institutions

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(2).

20E Institutions

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(2).

20F Institutions

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

4.3.2R(2).

21B  Corporates
This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(3).
[CEBS’ CR IRB column 11]

21C Corporates

This is the expected loss calculated in accordance with BIPRU 4.4.61R to BIPRU 4.4.62R
gross of tax adjustments relating to the asset class defined in BIPRU 4.3.2R(3).

21D  Corporates

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(3).

21E  Corporates

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(3).

21F  Corporates
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This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

4.3.2R(3).

22B  Of which: To companies according to BIPRU 4.4.59R to BIPRU 4.4.60R

This is the exposure value relating to exposures to the asset class defined in BIPRU 4.3.2R(3)
that meet the size requirements in BIPRU 4.4.59R and BIPRU 4.4.60R. It is part of 21B.

[CEBS’ CR IRB column 11]

22C  Of which: To companies according to BIPRU 4.4.59R to BIPRU 4.4.60R

This is the expected loss calculated in accordance with BIPRU 4.4.61 to BIPRU 4.4.62 gross
of tax adjustments relating to the asset class defined in BIPRU 4.3.2R(3) that meet the size
requirements in BIPRU 4.4.59R and BIPRU 4.4.60R. It is part of 21C.

22D  Of which: To companies according to BIPRU 4.4.59R to BIPRU 4.4.60R

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(3) that meets the size requirements in BIPRU
4.4.59R and BIPRU 4.4.60R. It is part of 21D.

22E  Of which: To companies according to BIPRU 4.4.59R to BIPRU 4.4.60R

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(3) that meet the size requirements in BIPRU 4.4.59R and
BIPRU 4.4.60R. It is part of 21E.

22F  Of which: To companies according to BIPRU 4.4.59R to BIPRU 4.4.60R

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU
4.3.2R(3) that meet the size requirements in BIPRU 4.4.59R and BIPRU 4.4.60R. It is part of
21F.

39A Of which: To specialised lending BIPRU 4.5

This is the capital requirement relating to those exposures within the specialised lending
exposure class, defined in BIPRU 4.5.3R, to which the slotting approach set out in BIPRU
4.5.8R is applied. It is part of 21A.

39B  Of which: To specialised lending BIPRU 4.5

This is the exposure value relating to those exposures within the specialised lending exposure
class, defined in BIPRU 4.5.3R, to which the slotting approach set out in BIPRU 4.5.8R is
applied.. It is part of 21B.

39C Of which: To specialised lending BIPRU 4.5

This is the expected loss relating to those exposures within the specialised lending exposure
class, defined in BIPRU 4.5.3R, to which the slotting approach set out in BIPRU 4.5.8R is
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applied.. It is part of 21C.

39D Of which: To specialised lending BIPRU 4.5

This is the provision/impairment relating to those exposures within the specialised lending
exposure class, defined in BIPRU 4.5.3R, to which the slotting approach set out in BIPRU
4.5.8R is applied. It is part of 21D.

39E Of which: To specialised lending BIPRU 4.5

This is the provision/impairment relating to those exposures within the specialised lending
exposure class, defined in BIPRU 4.5.3R, to which the slotting approach set out in BIPRU
4.5.8R is applied. It is part of 21E.

39F Of which: To specialised lending BIPRU 4.5

This is for any other credit valuation adjustments relating to those exposures within the
specialised lending exposure class, defined in BIPRU 4.5.3R, to which the slotting approach
set out in BIPRU 4.5.8R is applied. It is part of 21F.

23B  Total capital-requirement exposure value

This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(4) and is the
sum of 24B to 27B.

[CEBS’ CR IRB column 11]

23C Total expected loss

This is the expected loss relating to the asset class defined in BIPRU 4.3.2R(4) and is the sum
of 24C to 27C.

23D Total individual impairments

This is the total individual impairments, being the sum of data elements 24D to 27D. We
understand most firms will not carry out individual assessments on retail exposures so in the
majority of instances column D for these exposure classes will be zero.

23E  Total collective impairments

This is the total collective impairments, being the sum of data elements 24E to 27E.

23F  Total other (credit valuation adjustment)

This is the total for all other credit valuation adjustments, being the sum of data elements 24F
to 27F.
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24B  Retail mortgages

This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(4) and subject
to BIPRU 4.6.43R.

[CEBS’ CR IRB column 11]

24C  Retail mortgages

This is the expected loss, calculated in accordance with BIPRU 4.6.47R to BIPRU 4.6.48R
relating to the asset class defined in BIPRU 4.3.2R(4) and subject to BIPRU 4.6.43R.

24D  Retail mortgages

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(4) and subject to BIPRU 4.6.43R.

24E  Retail mortgages

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(4) and subject to BIPRU 4.6.43R.

24F  Retail mortgages

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU
4.3.2R(4) and subject to BIPRU 4.6.43R.

25B  Qualifying Revolving Retail Exposures

This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(4) and subject
to BIPRU 4.6.44R to BIPRU 4.6.46RG.

[CEBS’ CR IRB column 11]

25C Qualifying Revolving Retail Exposures

This is the expected loss, calculated in accordance with BIPRU 4.6.47R to BIPRU 4.6.48R
relating to the asset class defined in BIPRU 4.3.2R(4) and subject to BIPRU 4.6.44R to
BIPRU 4.6.46G.

25D  Qualifying Revolving Retail Exposures

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(4) and subject to BIPRU 4.6.44R to BIPRU
4.6.46G.

25E  Qualifying Revolving Retail Exposures

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(4) and subject to BIPRU 4.6.44R to BIPRU 4.6.46G.
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25F  Qualifying Revolving Retail Exposures

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU
4.3.2R(4) and subject to BIPRU 4.6.44R to BIPRU 4.6.46G.

26B Retail SME

This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(4) for an
exposure to a Retail SME.

[CEBS’ CR IRB column 11]

26C _ Retail SME

This is the expected loss, calculated in accordance with BIPRU 4.6.47R to BIPRU 4.6.48R
relating to the asset class defined in BIPRU 4.3.2R(4) for an exposure to a Retail SME.

26D Retail SME

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(4) for an exposure to a Retail SME.

26E Retail SME

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(4) for an exposure to a Retail SME.

26F  Retail SME

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU
4.3.2R(4) for an exposure to a Retail SME.

27B  Other retail

This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(4) that is not
otherwise reported in 24B, 25B or 26B.

[CEBS’ CR IRB column 11]

27C  Other retail

This is the expected loss, calculated in accordance with BIPRU 4.6.47R to BIPRU 4.6.48R
relating to the asset class defined in BIPRU 4.3.2R(4) that is not otherwise reported in 24C,
25C or 26C.

27D  Other retail

This is the provision/impairment which arises from the individual assessment of an asset
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within the asset class defined in BIPRU 4.3.2R(4) that is not otherwise reported in 24D, 25D
or 26D.

27E  Other retail

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(4) that is not otherwise reported in 24E, 25E or 26E.

27F  Other retail

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU
4.3.2R(4) that is not otherwise reported in 24F, 25F or 26F.

28A Total Capital Requirement

This is the total capital requirement, being the sum of 29B to 31B. This is the same as the
capital requirement reported in data element 83A in FSA003.

28B  Total exposure value
This is the total exposure value, being the sum of 23B 29B to 268 31B.

28C Total expected loss

This is the total expected loss value, being the sum of 29C to 31C.

28D  Total individual impairments

This is the total individual impairments, being the sum of 29D to 31D.

28E  Total collective impairments

This is the total collective impairments, being the sum of 29E to 31E.

28F  Total other (credit valuation adjustment)

This is the total of all other credit valuation adjustments, being the sum of 29F to 31F.

29B  Central governments and central banks
This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(1).
[CEBS’ CR IRB column 11]

29C Central governments and central banks

This is the expected loss, calculated in accordance with BIPRU 4.4.61R to BIPRU 4.4.62R
relating to the asset class defined in BIPRU 4.3.2R(1). Firms should be aware that central
government has an extended meaning, see BIPRU 4.4.2R.

29D Central governments and central banks

This is the provision/impairment which arises from the individual assessment of an asset
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within the asset class defined in BIPRU 4.3.2R(1). Firms should be aware that central
government has an extended meaning, see BIPRU 4.4.2R.

29E Central governments and central banks

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(1). Firms should be aware that central government has
an extended meaning, see BIPRU 4.4.2R.

29F Central governments and central banks

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU
4.3.2R(1). Firms should be aware that central government has an extended meaning, see
BIPRU 4.4.2R.

30B Institutions
This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(2).
[CEBS’ CR IRB column 11]

30C Institutions

This is the expected loss, calculated in accordance with BIPRU 4.4.61R to BIPRU 4.4.62R
relating to the asset class defined in BIPRU 4.3.2R(2). Firms should be aware that institutions
has an extended meaning, see BIPRU 4.4.3R.

30D Institutions

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(2). Firms should be aware that institutions has
an extended meaning, see BIPRU 4.4.3R.

30E Institutions

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(2). Firms should be aware that institutions has an
extended meaning, see BIPRU 4.4.3R.

30F Institutions

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU
4.3.2R(2). Firms should be aware that institutions has an extended meaning, see BIPRU
4.4.3R.

31B Corporates

This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(3).
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[CEBS’ CR IRB column 11]

31C Corporates

This is the expected loss, calculated in accordance with BIPRU 4.4.61R to BIPRU 4.4.62R
relating to the asset class defined in BIPRU 4.3.2R(3).

31D Corporates

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(3).

31E  Corporates

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(3).

31F Corporates

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

4.3.2R(3).

32B  Of which: To companies according to BIPRU 4.4.59R to BIPRU 4.4.60R

This is the exposure value relating to exposures to the asset class defined in BIPRU 4.3.2R
(3) that meet the size requirements in BIPRU 4.4.59R and BIPRU 4.4.60R. It is part of 31B.

[CEBS’ CR IRB column 11]

32C Of which: To companies according to BIPRU 4.4.59R to BIPRU 4.4.60R

This is the expected loss calculated in accordance with BIPRU 4.4.61 to BIPRU 4.4.62
relating to the asset class defined in BIPRU 4.3.2R(3) that meet the size requirements in
BIPRU 4.4.59R and BIPRU 4.4.60R, and should not include any adjustments. It is part of
31C.

32D  Of which: To companies according to BIPRU 4.4.59R to BIPRU 4.4.60R

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(3) that meets the size requirements in BIPRU
4.4.59R and BIPRU 4.4.60R. It is part of 31D.

32E  Of which: To companies according to BIPRU 4.4.59R to BIPRU 4.4.60R

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(3) that meet the size requirements in BIPRU 4.4.59R and
BIPRU 4.4.60R. It is part of 31E.

32F Of which: To companies according to BIPRU 4.4.59R to BIPRU 4.4.60R
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This is for any other credit valuation adjustments relating to the asset class defined in BIPRU
4.3.2R (3) that meet the size requirements in BIPRU 4.4.59R and BIPRU 4.4.60R. It is part of
31F.

Row 40 — general application

If a firm’s IRB permission allows it to use the advanced IRB approach for the sovereign,
institution, and corporate exposure class, it should include data relating to all specialised
lending exposures (defined in BIPRU 4.5.3R) to which the slotting approach set out in
BIPRU 4.5.8R is applied in this row.

40A  Of which: To specialised lending BIPRU 4.5

This is the capital requirement relating to those exposures within the specialised lending
exposure class, defined in BIPRU 4.5.3R, to which the slotting approach set out in BIPRU
4.5.8R is applied. It is part of 31A.

40B Of which: To specialised lending BIPRU 4.5

This is the exposure value relating to those exposures within the specialised lending exposure
class, defined in BIPRU 4.5.3R, to which the slotting approach set out in BIPRU 4.5.8R is
applied. It is part of 31B.

40C  Of which: To specialised lending BIPRU 4.5

This is the expected loss relating to those exposures within the specialised lending exposure
class, defined in BIPRU 4.5.3R, to which the slotting approach set out in BIPRU 4.5.8R is
applied. It is part of 31C.

40D Of which: To specialised lending BIPRU 4.5

This is the provision/impairment relating to those exposures within the specialised lending
exposure class, defined in BIPRU 4.5.3R, to which the slotting approach set out in BIPRU
4.5.8R is applied. It is part of 31D.

40E  Of which: To specialised lending BIPRU 4.5

This is the provision/impairment relating to those exposures within the specialised lending
exposure class, defined in BIPRU 4.5.3R, to which the slotting approach set out in BIPRU
4.5.8R is applied. It is part of 31E.

40F Of which: to specialised lending BIPRU 4.5

This is for any other credit valuation adjustments relating to those exposures within the
specialised lending exposure class, defined in BIPRU 4.5.3R, to which the slotting approach
set out in BIPRU 4.5.8R is applied. It is part of 31F.

Other IRB exposure classes

33A  Total etherexpesureclasses capital requirement

This is the same as the capital requirement reported in data element 84A in FSA003. It is the
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sum of 34A to 36A.

33B  Total ether exposure elasses value
This is the total exposure value, being the sum of 34B to 36B.

33C  Total expected loss

This is the total expected loss. As expected loss is only applicable to Equity claims, the total
will be the same value as 34C.

33D Total individual impairments

This is the total individual impairments, being the sum of 34D to 36D.

33E  Total collective impairments

This is the total collective impairments, being the sum of 34E to 36E.

33F  Total other (credit valuation adjustment)

This is the total of all other credit valuation adjustments, being the sum of 34F to 36F.

34B  Equity claims
This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(5).
[CEBS’ CR EQU IRB column 9]

34C Equity claims

This is the expected loss relating to assets within the asset class defined in BIPRU 4.3.2R(5).

34D Equity claims

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(5).

34E Equity claims

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(5).

34F  Equity claims

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

4.3.2R(5).
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35B  Securitisation positions
This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(6).
[CEBS’ CR SEC IRB column 17]

35D  Securitisation positions

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(6).

35E  Securitisation positions

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(6).

35F  Securitisation positions

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

4.3.2R(6).

36B  Non credit-obligation assets

This is the exposure value relating to the asset class defined in BIPRU 4.3.2R(7). It is
calculated as the figure in 36A divided by 8%.

36D Non credit-obligation assets

This is the provision/impairment which arises from the individual assessment of an asset
within the asset class defined in BIPRU 4.3.2R(7).

36E  Non credit-obligation assets

This is the provision/impairment which arises from a review of groups of assets within the
asset class defined in BIPRU 4.3.2R(7).

36F Non credit-obligation assets

This is for any other credit valuation adjustments relating to the asset class defined in BIPRU

4.3.2R(7).

FSA004 — Credit risk validations
Internal validations

Data elements are referenced by row then column
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Validation | Data

number element

1 [deleted — replaced by validation 14]

2 1B = | 2B+3B+4B+5B+6B+7B+8B+9B+10B
37B+38B+11B+12B+13B+14B+15B+16B+17B

3 18A = | 19A+20A+21A

4 18B = | 19B+20B+21B

5 22A < | 21A

6 22B <1|21B

7 23A = | 2dA+25A+26A+27A

8 23B = | 24B+25B+26B+27B

9 28A = | 29A+30A+31A

10 28B = | 29B+30B+31B

11 32A < | 31A

12 32B < |31B

13 36B = | 36A/8%

14 1A = | 2A+3A+4A +5A + 6A + 7TA + 8A + 9A + 10A 37A+38A + 11A
+ 12A + 13A + 14A + 15A + 16A + 17A

15 33A = | 34A + 35A + 36A

16 33B = | 34B + 35B + 36B

FSAO045 — IRB portfolio risk

Currency

You should report in the currency of your annual audited accounts e i.e. in Sterling, Euro,
US dollars, Canadian dollars, Swedish Kroner, Swiss Francs or Yen. Figures should be
reported in 000s, to 3 decimal places.

Definiton Definition of default — number of days

The exact number of days past due that is applied to each asset class as part of the definition

of default.
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Credit risk

Gross exposure value

{SCFs). Exposure value without taking into account value adjustments and
provision/impairments, conversion factors and the effect of credit risk mitigation technigues,
except in the case of Funded Credit Protection in the form of master netting agreements.

PD — prebabHity Probability of default

The probability of default of a counterparty over a one year period, calculated in accordance
with BIPRU 4. This should be the long-run PD and take into account the 0.03% PD floor.

Risk weighted exposure amount

Calculate in accordance with BIPRU 4.

Counterparty credit risk

Gross exposure value

Exposure value without taking into account value adjustments and provision/impairments,
conversion factors and the effect of credit risk mitigation techniques, except in the case of
Funded Credit Protection in the form of master netting agreements.

Exposure at default estimate

Calculate in accordance with BIPRU 4. This should be the downturn EAD.

Maturity

This is the exposure weighted average maturity in days. It should take into account the
maturity floor and ceiling.

PD — Probability of default

The probability of default of a counterparty over a one year period, calculated in accordance
with BIPRU 4. This should be the long-run PD and take into account the 0.03% PD floor.

LGD — Loss given default

The ratio of the loss on an exposure due to the default of a counterparty to the amount
outstanding at default, calculated in accordance with BIPRU 4. This should be the downturn
LGD.
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Expected loss

Calculate in accordance with BIPRU 4.

Risk weighted exposure amount

Calculate in accordance with BIPRU 4.
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SUPERVISION MANUAL (AMENDMENT NO 17) INSTRUMENT 2011

Powers exercised

A The Financial Services 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 138 (General rule-making power); and
3) section 156 (General supplementary powers).

B. The rule-making powers listed above are specified for the purpose of section 153(2)
(Rule-making instruments) of the Act.

Commencement
C. This instrument comes into force on 20 January 2011.
Amendments to the Handbook

D. The Supervision manual (SUP) is amended in accordance with the Annex to this
instrument.

Amendment to Instrument

E. Annex E to the Controlled Functions (Amendment) Instrument 2010 (FSA 2010/48)
is amended in accordance with the Annex to this instrument.

Citation

F. This instrument may be cited as the Supervision Manual (Amendment No 17)
Instrument 2011.

By order of the Board
19 January 2011
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Annex
Amendments to the Supervision manual (SUP)
In this Annex, underlining indicates new text and striking through indicates deleted text.

The amendment shown below to SUP 10.9.1R(1) is in substitution for the amendment made
to that sub-paragraph by the Controlled Functions (Amendment) Instrument 2010 (FSA
2010/48).

10.9 Significant management functions
Application
10.9.1 R SUP 10.9 applies only to a firm which:

1) under SYSC 2.1.1R, or SYSC 444G 4.1.1R, apportions a significant
responsibility, within the description of the significant management
function, to a senior manager of a significant business unit; or

2 undertakes proprietary trading.
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RETAIL DISTRIBUTION REVIEW (TRAINING AND COMPETENCE)
INSTRUMENT 2011

Powers exercised
A. The Financial Services Authority makes this instrument in the exercise of:

1) the following powers and related provisions in the Financial Services and
Markets Act 2000 (“the Act”):

@) section 138 (General rule-making power);

(b) section 156 (General supplementary powers);

(o) section 157(1) (Guidance);

(d) paragraph 17(1) (Fees) of Schedule 1 (The Financial Services
Authority); and

(2)  the other powers and related provisions listed in Schedule 4 (Powers
exercised) to the General Provisions of the Handbook.

B. The rule-making powers referred to above are specified for the purpose of section
153(2) (Rule-making instruments) of the Act.

Commencement
C. This instrument comes into force as follows:
1) Part 1 of Annex A, Part 1 of Annex B and Annex C come into force on 1
February 2011;
2) Part 2 of Annex B comes into force on 1 July 2011; and
3) the remainder of the instrument comes into force on 31 December 2012.

Amendments to the Handbook

D. The modules of the FSA’s Handbook of rules and guidance listed in column (1) below
are amended in accordance with the Annexes to this instrument listed in column (2).

1) )
Glossary of definitions Annex A
Training and Competence sourcebook (TC) Annex B
Fees manual (FEES) Annex C
Supervision manual (SUP) Annex D
Citation
E. This instrument may be cited as the Retail Distribution Review (Training and

Competence) Instrument 2011.

By order of the Board
19 January 2011
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Annex A
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 on 1 February 2011

Insert the following new definitions in the appropriate alphabetical position. The text is not
underlined.

accredited body any of the bodies recognised by the FSA to act as an
accredited body.

retail investment adviser an employee who carries on activities 2, 3, 4, 6, 12 and 13 in
TC Appendix 1.1.1R.

Part 2: Comes into force on 31 December 2012

Amend the following as shown:

accredited body any of the bodies recognised by the FSA to-act-asan

aceredited-bedy for the purpose of providing the independent
verification required under TC 2.1.27R.
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Annex B
Amendments to the Training and Competence sourcebook (TC)

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

Part 1: Comes into force on 1 February 2011

Selecting an appropriate examination gualification

TC Appendix 6G sets out guidance in relation to accredited bodies.

Q)

(2) TC Appendix 7G sets out guidance on gap-filling in relation to
appropriate qualifications and the function of accredited bodies in
that regard.

continued
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TC Appendix 4E — Appropriate Qualification tables
(Unless otherwise indicated all qualifications are valid if awarded by examination only)

Key for the qualification tables for activity numbers 2, 3, 4, 6, 12 and 13

a Meets full qualification requirement up to and after 1 January 2013

b Meets full qualification requirement up to 31 December 2012; and after 1 January 2013 when combined with qualification gap-fill. This gap-fill constitutes additional
structured continuing professional development, which need not be by examination, completed and verified by an accredited body by 31 December 2012

c Meets full qualification requirement up to 31 December 2012

d+e Meets full qualification requirement up to 31 December 2012

Key for the felewing qualification tables for activity numbers 7, 8,9, 10, 11, 14, 15,16, 17, 18, 19, 20, 21, 22, 23

1 meets full qualification requirement
2+3 meets full qualification requirement
4+5+6 Meets full qualification requirement

Qualification table for : Advising on (but not dealing in) securities (which are not stakeholder pension schemes or broker funds) — Activity number 2 in TC Appendix 1.1.1R

Qualification Qualification provider Key
Certified International Wealth Manager Association of International Wealth Managers la
Chartered Financial Analyst Program Level 1 CFA Institute/ CFA Society of UK 1a

plus Investment Management Certificate (Level
4 certificate) (post-2010 exam standards)

Chartered Financial Analyst plus Unit 1 of the CFA Institute/ CFA Society of UK 1a
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Investment Management Certificate (Level 4

certificate) (post-2010 exam standards)

Investment Management Certificate (Level 4 CFA Institute/ CFA Society of UK 1a

certificate) (post-2010 exam standards) plus

other qualifications that meet specialist standards

for advising on securities

Chartered Financial Analyst plus Unit 1 of the CFA Institute/ CFA Society of UK ib

Investment Management Certificate (pre-2010

exam standards)

Chartered Financial Analyst Program Level 1 CFA Institute/ CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute | £ b

plus Investment Management Certificate (pre- of Investment Management and Research)

2010 exam standards)

Investment Management Certificate CFA Institute/ CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute | 1 ¢
of Investment Management and Research)

Fellow by examination CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute of Investment | £ b
Management and Research)

Associate CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute of Investment | b
Management and Research)

Investment Advice Diploma (where candidate The Chartered Institute for Securities & Investment la

holds 3 modules including the securities module)

Masters in Wealth Management (Post 2010 The Chartered Institute for Securities & Investment la

examination standards)

Masters in Wealth Management (pre 2010 The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

examination standards)

Certificate in Private Client Investment Advice The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

and Management

Certificate in Private Client Investment Advice The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

and Management (attained through competency

interview and presentation only)

Diploma (where candidate holds 3 modules as The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

recommended by the firm)

Investment Advice Certificate The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

Member of the Securities Institute (MSI Dip) The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

(where candidate holds 3 modules as

recommended by the firm)

Certificate in Securities The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ic

Certificate in Investment Management The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ic

Level 6 Diploma in Wealth Management The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) ic
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Securities Institute Level 3 Certificate in The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) ic

Investments (Investment Management)

Securities Institute Level 3 Certificate in The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) ic

Investments (Securities)

Securities Institute Level 3 Certificate in The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) ic

Investments (Securities and Financial

Derivatives)

Certificate in Securities and Financial The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) ic

Derivatives — Retail

SFA Securities Representatives Examination The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) ic

Fellow or Associate Faculty or Institute of Actuaries la

Advanced Financial Planning Certificate (must Chartered Insurance Institute b

include a pass in G70 paper)

Associate or Fellow (life and pensions route Chartered Insurance Institute b

only)

Registered Representative Full Membership London Stock Exchange (records now kept by The Chartered Institute for Securities & Investment (Formerly | b

Exams — where candidates hold all 3 papers or the Securities and Investment Institute)).

have both the Stock Exchange Practice and

Techniques of Investment papers

BA (Hons) Financial Services, Planning and Manchester Metropolitan University 1a

Management

TSA Registered Representative Examinations The Securities Association (now The Chartered Institute for Securities and Investment (Formerly the ic
Securities and Investment Institute))

BA in Accounting and Finance University of Stirling ib

BA in Finance University of Stirling ib

MSc in Finance University of Stirling ib

MSc in International Accounting and Finance University of Stirling ib

(where candidates hold modules as

recommended by the firm)

MSc in Investment Analysis University of Stirling ib

ACI Dealing Certificate ACI 2d

ACI Diploma ACI 2d

Secondary Examination Analyst Association of Japan 2d

Diploma Association of Belgian Financial Analysts 2d

Certified International Investment Analyst The Association of Certified International Investment Analysts (ACIIA) 2d

(CIIA)

Canadian Securities course plus Conduct and Canadian Securities Institute 2d
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Practices Handbook

Investment Practice version of the Investment CFA Society of UK (Formerly United Kingdom Society of Investment Professionals / Institute of Investment | 2 d
Management Certificate Management and Research)

Securities Institute Level 3 Certificate in The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) 2d
Investments (Investment Management) — Unit 5

Securities Institute Level 3 Certificate in The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) 2d
Investments (Securities) plus Securities Institute

Level 3 Certificate in Investments (Derivatives)

—Unit 3

Certified European Financial Analyst EFFAS Societies with accredited examinations 2d
Series 7 — General Securities Representative Financial Industry Regulatory Authority (FINRA) — Formerly the National Association of Securities Dealers | 2d
Examination (NASD)

Certificate in Financial Markets Financial Services Institute of Australasia (Formerly the Securities Institute of Australia) 2d
Diploma of Financial Markets Financial Services Institute of Australasia (Formerly the Securities Institute of Australia) 2d
Examination French Society of Investment Analysts 2d
International Fixed Income and Derivatives ICMA Centre / University of Reading (Formerly ISMA Centre / University of Reading) 2d
(IFID) Certificate Programme

Registered Representative Examination Irish Stock Exchange / Dublin City University 2d
Registered Stock Broker The Irish Stock Exchange 2d
Promotore Finanziario Examination Italian Exchange 2d
Membership Examination Johannesburg Stock Exchange 2d
Registered Representative of Public Securities Japanese Bankers Association 2d
Examination (pre-April 1990)

Representative of Public Securities Qualification | Japanese Bankers Association 2d
—Class 1

Representative of Public Securities Examination | Japanese Securities Dealers Association 2d
(pre- April 1990)

Representative of Public Securities Qualification | Japanese Securities Dealers Association 2d
—Typel

Trainee Dealers Representative Examination Kuala Lumpur Stock Exchange 2d
Elementary, Intermediate and International Korea Securities Trading Institute 2d
Capital Markets course

Certificate New Zealand Stock Exchange 2d
Examination NIBE SVV The Dutch Institute for the Banking, Insurance and Stockbroking Industry 2d
International Capital Markets Qualification Securities Institute/ South African Institute of Financial Markets 2d
(including the Fixed Interest and Bond Markets

Module)

Dealers Representative Examinations Singapore Exchange 2d
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Ordinary and Senior Certificates South African Institute of Financial Markets 2d

Unit 1 — UK Regulation and Markets CFA Society of UK (Formerly United Kingdom Society of Investment Professionals / Institute of Investment | 3¢
Management and Research)

Diploma — Regulation and Compliance Paper The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) 3e

Unit 1 — Financial Regulation The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) 3e

Unit 6 — Principles of Financial Regulation The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) 3e

Investment Administration Qualification — The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) 3e

IMRO Regulatory Environment Module

Investment Administration Qualification — SFA The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) 3e

Regulatory Environment Module

Securities and Investment Institute — Unit 1 The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) 3e

Financial Regulation — (Formerly the Securities

Institute Regulatory Paper)

Investment Administration Qualification — Unit 2 | The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) 3e

FSA Regulatory Environment — (Formerly the

Investment Administration Qualification —

Regulatory Environment Module)

Investment Advice Certificate — Paper 1 The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) 3e

SFA Registered Persons Examination — Section 1 | The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) 3e

(Regulation)

Qualification table for : Advising on (but not dealing in) Derivatives — Activity number 3 in TC Appendix 1.1.1R

Qualification Qualification Provider Key

Certified International Wealth Manager Association of International Wealth Managers la

Chartered Financial Analyst plus Unit 1 of the | CFA Institute/ CFA Society of UK la

Investment Management Certificate (Level 4

certificate) (post-2010 exam standards)

Investment Management Certificate (Level 4 CFA Institute/ CFA Society of UK la

certificate) (post-2010 exam standards) plus

other qualifications that meet RDR specialist

standards for securities

Chartered Financial Analyst plus Unit 1 of the | CFA Institute/ CFA Society of UK ib

Investment Management Certificate (pre-2010

exam standards)

Chartered Financial Analyst Program Level 1 CFA Institute/ CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute | a

plus Investment Management Certificate (Level | of Investment Management and Research)

4 certificate) (post-2010 exam standards)

Chartered Financial Analyst Program Level 1 CFA Institute/ CFA Society of UK (Formerly United Kingdom Saociety of Investment Professionals/ Institute | £ b
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plus Investment Management Certificate (pre-
2010 exam standards)

of Investment Management and Research)

Associate

CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute of Investment | £ b
Management and Research)
Investment Management Certificate CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute of Investment | ¢
Management and Research)
- CFA Society UK (Formerly United Kingdom Society of Investment Professionals/Institute of Investment
Fellow by examination M ib
anagement and Research)
Masters in Wealth Management (post 2010 The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) 1a
examination standards)
Investment Advice Diploma The Chartered Institute for Securities & Investment 1a
Member of the Securities Institute (MSI Dip) The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib
(where candidate holds 3 modules as
recommended by the firm)
Masters in Wealth Management (pre 2010 The Chartered Institute for Securities & Investment ib
examination standards)
Diploma (where candidate holds 3 modules as | The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib
recommended by the firm)
Certificate in Private Client Investment Advice | The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) 1p
and Management =
Certificate in Private Client Investment Advice | The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute)
and Management (attained through a CISI ib
competency interview and presentation only)
Investment Advice Certificate The Chartered Institute for Securities and Investment (Formerly the Securities & Investment Institute) 1b
Certificate in Derivatives The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ic
Certificate in Financial Derivatives The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ic
Certificate in Investment Management The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ic
Level 6 Diploma in Wealth Management The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) ic
Certificate in Securities and Financial The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) ic
Derivatives
Securities Instltut_e L(_evel 3 Certificate in The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ic
Investments (Derivatives)
Securities Institute Level 3 Certificate in The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ic
Investments (Investment Management)
Securities Institute _L_evel 3 Qertlf!cate n- The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ic
Investments (Securities & Financial Derivatives)
EiaAmFizgtjirc?rS] and Options Representative The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ic
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SFA Securities and Financial Derivatives

X S The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ic

Representative Examination
SFA. Se_curltles Representative plus Financial The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ic
Derivatives Module
Advanced Flna}nmal Planning Certificate (must Chartered Insurance Institute 1p
include a pass in G70 paper)
Qsls)guate or Fellow (life and pensions route Chartered Insurance Institute 1p
Fellow or Associate Faculty or Institute of Actuaries 1a
Registered Representative Full Membership London Stock Exchange (records now kept by The Chartered Institute for Securities & Investment (Formerly | b
Exams — where candidates hold all 3 papers or | the Securities and Investment Institute)).

have both the Stock Exchange Practice and

Techniques of Investment papers

BA (Hons) Financial Services, Planning and Manchester Metropolitan University 1a
Management

TSA Registered Representative Examinations The Securities Association ic
International Capital Markets Qualification

(ICMQ) including a pass in Futures, Options and | Securities Institute/South African Institute of Financial Markets ic
other Derivative Products paper

BA in Finance and Accounting University of Stirling 1b
MSc in Finance University of Stirling 1b
MSc in International Accounting and Finance

(where candidates hold modules as University of Stirling ib
recommended by the firm)

MSc in Investment Analysis University of Stirling 1b
ACI Dealing Certificate ACI 2d
ACI Diploma ACI 2d
Secondary Examination Analyst Association of Japan 2d
Certified International Investment Analyst The Association of Certified International Investment Analysts (ACIIA) 2d
(CHIA)

Chartered Financial Analyst CFA Institute 2d
Investment Practice paper of the Investment CFA Society UK (Formerly United Kingdom Society of Investment Professionals/Institute of Investment
Management Certificate Management and Research) =
Securities Institute Level 3 Certificate in . The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 2d
Investments (Investment Management) — Unit 5

Diploma including passes in both the Australian Financial Services Institute for Australasia (Formerly the Securities Institute of Australia) 2d

Futures Trading and Options papers

International Fixed Income and Derivatives

ICMA Centre / University of Reading (Formerly ISMA Centre / University of Reading)
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(IFID) Certificate Programme

Registered Representative of Public Securities

Examination (pre April 1990) Japanese Bankers Association 2d

?(g;isse?tatlve of Public Securities Qualification Japanese Bankers Association 2d

Represen_tatlve of Public Securities Examination Japanese Securities Dealers Association 2d

(pre April 1990)

?(_ar[;rs:eftatlve of Public Securities Qualification Japanese Securities Dealers Association 2d

Series 3 — Futures Representative Examination | National Futures Association 2d

Examination NIBE SVV the Dutch Institute for Banking, Insurance and Stockbroking Industry 2d

Examination Norwegian Society of Financial Analysts 2d

Singapore Exchange Futures Trading Test Singapore Institute of Banking and Finance 2d

Registered Representative Examination Sydney Futures Exchange 2d

Diploma — Regulation and Compliance Paper The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Investment Admlnlstraylon Qualification - The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

IMRO Regulatory Environment module

Investment Admlnlstratlon Qualification — SFA The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Regulatory Environment module

Investment Administration Qualification — Unit

2 FSA Regulator_y Environment .(F.Om‘e”y the The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Investment Administration Qualification —

Regulatory Environment module)

Investment Advice Certificate — Paper 1 The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Securities & Investment Institute — Unit 1

Financial Regulation (Formerly the Securities The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Institute Regulatory Paper)

fiéeiﬁ?;:itg:)ed Persons Examination — Section The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Unit 1 — Financial Regulation The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Unit 1 — UK Regulation and Markets CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute of Investment 3e
Management and Research)

Unit 6 — Principles of Financial Regulation The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) e

Qualification table relating to : Advising on Packaged Products (which are not broker funds) and Friendly Society tax-exempt policies - Activity Numbers 4 and 6 in TC

Appendix 1.1.1 R

Qualification

| Qualification Provider

| Key
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BA in Financial Services (1995 to 2001) Bournemouth University ib
MA in Financial Services (1995 to 2001) Bournemouth University ib
Post Graduate in Financial Services (1995 to 2001) Bournemouth University ib
Diploma in Professional Financial Advice Calibrand/Scottish Qualifications Authority 1a
Diploma in Investment Planning (Existing Adviser) Chartered Institute of Bankers in Scotland

T la
Post 2010 examination standards
Diploma in Investment Planning (New Adviser) Post Chartered Institute of Bankers in Scotland 12
2010 examination standards =
Diploma in Investment Planning (Retail Banking) Chartered Institute of Bankers in Scotland 1a
(New Adviser) Post 2010 examination standards =
Diploma in Investment Planning (Retail Banking) Chartered Institute of Bankers in Scotland 1a
(Existing Adviser) Post 2010 examination standards -
Associate (March 1992 to July 1994 syllabus Chartered Institute of Bankers in Scotland 1b
(including top-up test)) =
Associate (post August 1994 syllabus) Chartered Institute of Bankers in Scotland ib
Certificate in Investment Planning Chartered Institute of Bankers in Scotland ib
Chartered Banker (where candidates hold UK Financial | Chartered Institute of Bankers in Scotland
Services and Investment modules)
Diploma in Investment Planning (current) Chartered Institute of Bankers in Scotland ib
Certificate in Financial Planning (Post 17/09/2004) Chartered Institute of Bankers in Scotland ic
gf;nsézrrsdg Wealth Management (pre-2010 exam The Chartered Institute for Securities & Investment ib
Masters in Wealth Management (Post 2010 The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) 1a
examination standards) =
Investment Advice Diploma The Chartered Institute for Securities & Investment 1a
Investment Advice Certificate The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ib
Certificate in Private Client Investment Advice and The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) | £ b
Management (attained through competency interview
and presentation only)
Certificate in Private Client Investment Advice and The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) | £ b
Management
Diploma (where candidates hold 3 modules as The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) 1p
recommended by the firm) =
Member of the Securities Institute (MSI Dip) (where The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute)
candidate holds 3 modules as recommended by the ib
firm)
Level 6 Diploma in Wealth Management The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) | ¢
Regulated Diploma in Requlated Financial Planning Chartered Insurance Institute 1a
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Diploma in Regulated Financial Planning (attained

through a ClI alternative assessment day) Chartered Insurance Institute ta
Advanced Diploma in Financial Planning Chartered Insurance Institute ib
Advanced Financial Planning Certificate Chartered Insurance Institute 1b
Associate (ACII) (where candidate holds appropriate Chartered Insurance Institute

life and pension modules)

Associate (ALIA Dip) Chartered Insurance Institute ib
Diploma in Financial Planning Chartered Insurance Institute ib
Fellow (FCII) (where candidates hold appropriate life Chartered Insurance Institute

and pensions modules)

Certificate in Financial Planning Chartered Insurance Institute ic
Zfltr;a;nf;:;lllgllgg&r)\g Certificate (No new registrations Chartered Insurance Institute ic
Fellow (FLIA Dip) Chartered Insurance Institute ib
Fellow or Associate Faculty or Institute of Actuaries 1a
FSSC Advanced Apprenticeship in Advising on 1c
Financial Products (Financial Advice Pathway) -
Associate (where candidate has passed the investment | Hs ifs School of Finance (Formerly the Chartered Institute of Bankers) 1b
module) =
Diploma for Financial Advisers (pre 2010 examination | Hs ifs School of Finance (Formerly the Chartered Institute of Bankers) 1b
standards) =
Professional Investment Certificate Hs ifs School of Finance (Formerly the Chartered Institute of Bankers) ib
Diploma for Financial Advisers (post 2010) Hs ifs School of Finance (Formerly the Chartered Institute of Bankers) 1a
Certificate for Financial Advisers (Post 1/11/2004) Hs ifs School of Finance (Formerly the Chartered Institute of Bankers) le
Certificate for Financial Advisers (Pre 31/10/2004) is ifs School of Finance (Formerly Chartered Institute of Bankers) le
Professional Certificate in Banking (PCertB) (where

candidate has passed the Practice of Financial Advice is ifs School of Finance (Formerly Chartered Institute of Bankers) 1a
module)

Certified Financial Planner Institute of Financial Planning ib
Fellowship Institute of Financial Planning ib
BA (Hons) Financial Services, Planning and Manchester Metropolitan University 1a
Management

BA in Financial Services (1995 to 2001) Sheffield Hallam University ib
MA in Financial Services (1995 to 2001) Sheffield Hallam University ib
Post Graduate in Financial Services (1995 to 2001) Sheffield Hallam University ib
BA in Finance University of Stirling ib
BA in Finance and Accounting University of Stirling ib
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BA in Financial Services (1995 to 2001) University of the West of England ib
MA in Financial Services (1995 to 2001) University of the West of England ib
Post Graduate in Financial Services (1995 to 2001) University of the West of England ib
Certificate in Investment Planning Paper 1 (Pre . .
31/10/2004) Chartered Institute of Bankers in Scotland 3e
Certificate in Investment Planning (Post 17/09/2004) Chartered Institute of Bankers in Scotland 3e
i:ertlflcate in Investment and Financial Advice — Paper The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e
Investment Advice Certificate Paper 1 The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e
Financial Planning Certificate — Paper 1 Chartered Insurance Institute 3e
Certificate in Financial Planning — Paper 1 Chartered Insurance Institute 3e
Certificate for Financial Advisers — Paper 1 (Post Hs ifs School of Finance (Formerly the Chartered Institute of Bankers)

3e
1/11/2004)
gf/rig/lggt&;or Financial Advisers Paper 1 (Pre is ifs School of Finance (Formerly the Chartered Institute of Bankers) 3e
Certificate in Mortgage Advice and Practice (CeMAP) is ifs School of Finance (Formerly the Chartered Institute of Bankers) 3e

— Paper 1 (Pre 31/10/2004)

Qualification table for : Advising on, and dealing in Securities (which are not stakeholder pension schemes or broker funds) — Activity number 12 in TC Appendix 1.1.1R

Qualification Qualification Provider Key
Certified International Wealth Manager Association of International Wealth Managers la
Chartered Financial Analyst Program Level 1 plus CFA Institute/ CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ la
Investment Management Certificate (Level 4 Institute of Investment Management and Research)

certificate) (post-2010 exam standards)

Chartered Financial Analyst plus Unit 1 of the CFA Institute/ CFA Society of UK la
Investment Management Certificate (Level 4

certificate) (post-2010 exam standards)

Investment Management Certificate (Level 4 CFA Institute/ CFA Society of UK 1a
certificate) (post-2010 exam standards) plus other

qualifications that meet RDR specialist standards for

securities

Chartered Financial Analyst plus Unit 1 of the CFA Institute/CFA Society of UK (Formerly United Kingdom Society of Investment b
Investment Management certificate (pre-2010 exam | Professionals/Institute of Investment Management and Research)

standards)

Chartered Financial Analyst Program Level 1 plus CFA Institute/ CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ ib
Investment Management Certificate (pre-2010 exam | Institute of Investment Management and Research)

standards)

Fellow by examination CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute of ib
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Investment Management and Research)

Associate CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute of ib
Investment Management and Research)

Investment Advice Diploma (where candidate holds | The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) 1a

3 modules including the securities module)

Masters in Wealth Management (based on post 2010 | The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) 1a

examination standards)

Masters in Wealth Management (based on pre 2010 | The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

examination standards)

Certificate in Private Client Investment Advice and The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

Management

Certificate in Private Client Investment Advice and The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

Management (attained through competency

interview and presentation only)

Diploma (where candidate holds 3 modules as The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

recommended by the firm)

Member of the Securities Institute (MSI Dip) (where | The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

candidate holds 3 modules as recommended by the

firm)

Certificate in Securities — Retail The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ic

Certificate in Securities and Financial Derivatives — | The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) | 2 ¢

Retail

Certificate in Investment Management The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ic

Level 6 Diploma in Wealth Management The Chartered Institute for Securities and Investment (Formerly the Securities and Investment Institute) | 2 ¢

Securities Institute Level 3 Certificate in Investments | The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ic

(Investment Management)

Securities Institute Level 3 Certificate in Investments | The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ic

(Securities & Financial Derivatives)

Securities Institute Level 3 Certificate in Investments | The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ic

(Securities)

SFA Securities Representative Examination The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ic

SFA Securities and Financial Derivatives The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) ic

Representative Examination

Advanced Financial Planning Certificate (must Chartered Insurance Institute ib

include a pass in G70 paper)

Associateship (must include a pass in the Investment | is ifs School of Finance (Formerly the Chartered Institute of Bankers) ib

Paper)

Registered Representative Full Membership Exams — | London Stock Exchange (records now kept by The Chartered Institute for Securities & Investment ib
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where candidates hold all 3 papers or have both the
Stock Exchange Practice and Techniques of
Investment papers

(Formerly the Securities and Investment Institute)).

BA (Hons) Financial Services, Planning and Manchester Metropolitan University 1a
Management

TSA Registered Representative Examinations The Securities Association ic
BA in Finance University of Stirling ib
BA in Finance and Accounting University of Stirling ib
MSc in Investment Analysis University of Stirling 1b
MSc in Finance University of Stirling 1b
ACI Dealing Certificate ACI 2d
ACI Diploma ACI 2d
Secondary Examination Analyst Association of Japan 2d
Diploma Association of Belgian Financial Analysts 2d
Certified International Investment Analyst (CIIA) The Association of Certified International Investment Analysts (ACIIA) 2d
Canadian Securities Course plus Conduct and Canadian Securities Institute 2d
Practices Handbook

Certified European Financial Analyst EFFAS Societies with accredited examinations 2d
Series 7 — General Securities Representatives Financial Industry Regulatory Authority (FINRA) — Formerly the National Association of Securities 2d
Examination Dealers (NASD)

Certificate in Financial Markets Financial Services Institute of Australasia (Formerly the Securities Institute of Australia) 2d
Diploma of Financial Markets Financial Services Institute of Australasia (Formerly the Securities Institute of Australia) 2d
Examination French Society of Investment Analysts 2d
International Fixed Income and Derivatives (IFID) ICMA Centre / University of Reading (Formerly ISMA Centre / University of Reading) 2d
Certificate Programme

General Certificate Programme ICMA Centre / University of Reading (Formerly ISMA Centre / University of Reading) 2d
Irish Registered Representative Examination Irish Stock Exchange/ Dublin City University 2d
Promotore Finanziario Examination Italian Exchange 2d
Registered Representative of Public Securities Japanese Bankers Association 2d
Examination (pre April 1990)

Representative of Public Securities Qualification — Japanese Bankers Association 2d
Class 1

Registered Representative of Public Securities Japanese Securities Dealers Association 2d
Examination (pre April 1990)

Representative of Public Securities Qualification — Japanese Securities Dealers Association 2d
Type 1

Membership Examinations Johannesburg Stock Exchange 2d

Page 16 of 72




FSA 2011/5

Elementary, Intermediate and International Capital Korea Securities Training 2d

Markets Courses

Trainee Dealers Representative Examination Kuala Lumpur Stock Exchange 2d

Certificate New Zealand Stock Exchange 2d

Examination NIBE SVV the Dutch Institute for the Banking, Insurance and Stockbroking Industry 2d

International Capital Markets Qualification Securities Institute/ South African Institute of Financial Markets 2d

(inclusive of the Fixed Interest and Bond Markets

Module)

Dealers Representative Examination Singapore Exchange 2d

Diploma The Swiss Stock Exchange 2d

Professional Certificate in Stockbroking University College Dublin (UCD) / The Institute of Bankers School of Professional Finance 2d

Investment Administration Qualification — IMRO The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Regulatory Environment Module

Investment Administration Qualification — SFA The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Regulatory Environment Module

Investment Administration Qualification — Unit 2 The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

FSA Regulatory Environment — (Formerly the

Investment Administration Qualification Regulatory

Environment Module)

Securities & Investment Institute — Unit 1 Financial The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Regulation (Formerly the Securities Institute

Regulatory Paper)

Unit 1 — Financial Regulation The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Unit 1 — UK Regulation and Markets CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute of 3e
Investment Management and Research)

Unit 6 — Principles of Financial Regulation The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

SFA Registered Persons Examination — Section 1 The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

(Regulation)

Qualification table for : Advising on and dealing with or for clients in Derivatives — Activity number 13 in TC Appendix 1.1.1R

Qualification | Qualification Provider Key

Certified International Wealth Manager Association of International Wealth Managers 1a

Chartered Financial Analyst Program Level 1 plus | CFA Institute/ CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ 1a

Investment Management Certificate (Level 4 Institute of Investment Management and Research)

certificate) (post-2010 exam standards)

Chartered Financial Analyst plus Unit 1 of the CFA Institute/ CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ b

Investment Management certificate (Level 4

certificate) (pre-2010 exam standards)

Institute of Investment Management and Research)
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Chartered Financial Analyst Program Level 1 plus | CFA Institute/ CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ ib

Investment Management Certificate (pre-2010 Institute of Investment Management and Research)

exam standards)

Associate CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute of ib
Investment Management and Research)

Chartered Financial Analyst plus Unit 1 of the CFA Institute/ CFA Society of UK 1a

Investment Management Certificate (Level 4

certificate) (post-2010 exam standards)

Investment Management Certificate (Level 4 CFA Institute/ CFA Society of UK 1a

certificate) (post-2010 exam standards) plus other

qualifications that meet specialist standards for

advising on securities

Fellow by examination CFA Society UK (Formerly United Kingdom Society of Investment Professionals/Institute of Investment | b
Management and Research)

Associateship — must include a pass in the Chartered Institute of Bankers in Scotland ib

Investment Paper

Investment Advice Diploma The Chartered Institute for Securities & Investment la

Certificate in Private Client Investment Advice The Chartered Institute for Securities & Investment ib

and Management

Certificate in Private Client Investment Advice The Chartered Institute for Securities & Investment ib

and Management (attained through a CISI

competency interview and presentation only)

Masters in Wealth Management (based on pre The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

2010 examination standards)

Diploma (where candidate holds 3 modules as The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib

recommended by the firm)

Certificate in Derivatives The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ic

Certificate in Financial Derivatives The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ic

Certificate in Investment Management The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ic

Level 6 Diploma in Wealth Management The Chartered Institute for Securities &and Investment (Formerly the Securities and Investment Institute) | 1 ¢

Certificate in Securities and Financial Derivatives | The Chartered Institute for Securities &and Investment (Formerly the Securities and Investment Institute) | 2 ¢

Securities Institute Level 3 Certificate in The Chartered Institute for Securities & Investment (Formerly the Securities and& Investment Institute) ic

Investments (Derivatives)

Securities Institute Level 3 Certificate in The Chartered Institute for Securities & Investment (Formerly the Securities and& Investment Institute) ic

Investments (Investment Management)

Securities Institute Level 3 Certificate in The Chartered Institute for Securities & Investment (Formerly the Securities and& Investment Institute) ic

Investments (Securities & Financial Derivatives)

Member of the Securities Institute (MSI Dip) The Chartered Institute for Securities & Investment (Formerly the Securities and Investment Institute) ib
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(where candidate holds 3 modules as
recommended by the firm)

SFA Futures and Options Representative The Chartered Institute for Securities & Investment (Formerly the Securities and& Investment Institute) ib
Examination

SFA Securities and Financial Derivatives The Chartered Institute for Securities & Investment (Formerly the Securities and& Investment Institute) ib
Representative Examination

Financial Derivatives paper of Diploma The Chartered Institute for Securities & Investment (Formerly the Securities and& Investment Institute) ib
SFA Securities Representative Examination plus The Chartered Institute for Securities & Investment (Formerly the Securities and& Investment Institute) ib
Financial Derivatives Module

Financial Futures and Options paper of the The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 1a
Diploma

Advanced Financial Planning Certificate (must Chartered Insurance Institute ib
include a pass in G70 paper)

Associateship — (must include a pass in the #s ifs School of Finance (Formerly the Chartered Institute of Bankers) ib
Investment Paper)

Associateship — (must include a pass in the #s ifs School of Finance (Formerly the Chartered Institute of Bankers) ib
Investment Management Paper)

Registered Representative Full Membership London Stock Exchange (records now kept by The Chartered Institute for Securities & Investment ib
Exams — where candidates hold all 3 papers or (Formerly the Securities and Investment Institute)).

have both the Stock Exchange Practice and

Technigues of Investment papers

BA (Hons) Financial Services, Planning and Manchester Metropolitan University la
Management

TSA Registered Representative Examination The Securities Association ib
International Capital Markets Qualification Securities Institute/ South African Institute of Financial Markets 1b
(ICMQ) including pass in Futures, Options and

other Derivative Products

BA in Finance and Accounting University of Stirling ib
MSc in Finance University of Stirling ib
MSc in International Accounting and Finance University of Stirling ib
(where candidates hold modules as recommended

by the firm)

MSc in Investment Analysis University of Stirling ib
ACI Dealing Certificate ACI 2d
ACI Diploma ACI 2d
Secondary Examination Analyst Association of Japan 2d
Certified International Investment Analyst (CIIA) | The Association of Certified International Investment Analysts (ACIIA) 2d
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Derivatives Fundamentals Course and Canadian Securities Institute 2d

Futures/Options Licensing Course

Diploma including passes in both the Australian Financial Services Institute of Australasia (Formerly the Securities Institute of Australia) 2d

Futures Trading and Options Trading papers

International Fixed Income and Derivatives (IFID) | ICMA Centre / University of Reading (Formerly ISMA Centre / University of Reading) 2d

Certificate Programme

Registered Representative of Public Securities Japanese Bankers Association 2d

Examination (pre April 1990)

Representative of Public Securities Qualifications | Japanese Bankers Association 2d

—Class 1

Representative of Public Securities Examination Japanese Securities Dealers Association 2d

(pre April 1990)

Representative of Public Securities Qualifications | Japanese Securities Dealers Association 2d

—Typel

Series 3 National Commodities Futures National Futures Association 2d

Examination

Examination NIBE SVV the Dutch Institute for the Banking, Insurance and Stockbroking Industry 2d

Examination Norwegian Society of Financial Analysts 2d

Singapore Exchange Futures Trading Test Singapore Institute of Banking and Finance 2d

Ordinary and Senior Certificates South African Institute of Financial Markets 2d

Unit 1 — Financial Regulation The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Unit 1 — UK Regulation and Markets CFA Society of UK (Formerly United Kingdom Society of Investment Professionals/ Institute of 3e
Investment Management and Research)

Unit 6 — Principles of Financial Regulation The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Diploma — Regulation and Compliance Paper The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Investment Administration Qualification — IMRO | The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Regulatory Environment Module

Investment Administration Qualification — SFA The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Regulatory Environment Module

Investment Administration Qualification — Unit 2 | The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

SFA Regulatory Environment (Formerly the

Investment Administration Qualification —

Regulatory Environment Module)

Securities & Investment Institute — Unit 1 The Chartered Institute for Securities & Investment (Formerly the Securities & Investment Institute) 3e

Financial Regulation (Formerly the Securities
Institute Regulatory Paper)
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After Appendix 5G insert the following new appendices. The text is not underlined.

Appendix 6G Accredited bodies

Introduction

1.

2.

An accredited body is a body recognised by the FSA to act as an accredited body.

Information on accredited bodies, including guidance on the process for including
an applicant body in the list, is set out below and the obligation to pay the
application fee is set out in FEES 3.2.

The role of an accredited body relates to rules in TC which come into force on 31
December 2012.

Process for including a body in the list of accredited bodies

4.

In considering the compatibility of a proposed addition with the regulatory
objectives, the FSA will determine whether the applicant will, if accredited,
contribute to securing an appropriate degree of protection for consumers having
regard in particular to:

(1) the matters set out in paragraphs 10 to 20; and
(2) the rules and practices of the applicant.

An application to the FSA to be added to the list of accredited bodies should set
out how the applicant will satisfy the criteria in paragraphs 10 to 20. The
application should be accompanied by a report from a suitable auditor which sets
out its independent assessment of the applicant’s ability to meet these criteria. An
application form is available from the FSA upon request.

When considering an application for accredited body status the FSA may:

(1) carry out any enquiries and request any further information that it considers
appropriate, including consulting other regulators;

(2) ask the applicant or its specified representative to answer questions and
explain any matter the FSA considers relevant to the application;

(3) take into account any information which the FSA considers appropriate to
the application; and

(4) request that any information provided by the applicant or its specified
representative is verified in such a manner as the FSA may specify.

The FSA will confirm its decision in writing to the applicant.

The FSA will enter into an agreement with the applicant or accredited body which
will specify the requirements that the accredited body must meet. These will
include the matters set out in paragraphs 10 to 20. Approval as an accredited body
becomes effective only when the name of the applicant is added to the Glossary
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definition of accredited body.

Paragraphs 10 to 20 set out the criteria which an applicant should meet to become
an accredited body and which an accredited body should meet at all times.

Acting in the public interest and furthering the development of the profession

10.

The FSA will expect an accredited body to act in the public interest, to contribute
to raising consumer confidence and professional standards in the retail investment
advice market and to promoting the profession.

Carrying out effective verification services

11.

12.

13.

14.

If independent verification of a retail investment adviser’s professional standards
has been carried out by an accredited body, the FSA will expect the accredited
body to provide the retail investment adviser with evidence of that verification in
a durable medium and in a form agreed by the FSA. This is referred to in this
Appendix and TC 2.1.28R as a ‘statement of professional standing’.

The FSA will expect an accredited body to have in place effective procedures for
carrying out its verification activities. These should include:

(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 and completed the continuing professional
development required;

(2) verifying annually the continuing professional development records of no
less than 10% of the retail investment advisers who have used its service in
the previous 12 months to ensure that the records are accurate and the
continuing professional development completed by the retail investment
advisers is appropriate; and

(3) verifying that, if required by TC, the retail investment advisers who use its
services have attained an appropriate qualification. This should include,
where relevant, checking that appropriate qualification gap-fill records have
been completed by the retail investment advisers.

The FSA will not expect an accredited body to carry out the verification in
paragraph 12(3) if a retail investment adviser provides the accredited body with
evidence in a durable medium which demonstrates that another accredited body
has previously verified the retail investment adviser’s appropriate qualification,
including, where relevant, appropriate qualification gap-fill.

The FSA will expect an accredited body to make it a contractual condition of
membership (where a retail investment adviser is a member of the accredited
body) or of using its verification service (where a retail investment adviser is not a
member of the accredited body) that, as a minimum, the accredited body will not
continue to verify a retail investment adviser ’s standards and will withdraw its
statement of professional standing if the accredited body is provided with false
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information in relation to a retail investment adviser’s qualifications or continuing
professional development or a false declaration in relation to a retail investment
adviser’s compliance with APER. In this regard, an accredited body must have in
place appropriate decision-making procedures with a suitable degree of
independence and transparency.

Having appropriate systems and controls in place and providing evidence to the FSA of
continuing effectiveness

15.

16.

17.

The FSA will expect an accredited body to ensure that it has adequate resources
and systems and controls in place in relation to its role as an accredited body.

The FSA will expect an accredited body to have effective procedures in place for
the management of conflicts of interest and have a well-balanced governance
structure with at least one member who is independent of the sector.

The FSA 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.

Ongoing cooperation with the FSA

18.

19.

20.

The FSA will expect an accredited body to provide the FSA with such documents
and information as the FSA reasonably requires, and to cooperate with the FSA in
an open and transparent manner.

The FSA will expect an accredited body to share information with the FSA
(subject to any legal constraints) in relation to the professional standards of the
retail investment advisers who use its service as appropriate. Examples might
include conduct issues, complaints, dishonestly obtaining or falsifying
qualifications or continuing professional development or a failure to complete
appropriate continuing professional development. The FSA will expect an
accredited body to notify the firm if issues such as these arise.

The FSA will expect an accredited body to submit to the FSA an annual report by
a suitable independent auditor which sets out that auditor’s assessment of the
quality of the body’s satisfaction of the criteria in paragraphs 10 to 19 in the
preceding 12 months and whether, in the auditor’s view, the body is capable of
satisfying the criteria in the subsequent 12 months. The FSA will expect this
annual report to be submitted to the FSA within three months of the anniversary of
the date on which the accredited body was added to the Glossary definition of
accredited body.

Withdrawal of accreditation

21.

If an accredited body fails or, in the FS4’s view, is likely to fail to satisfy the
criteria, the FSA will discuss this with the accredited body concerned. If,
following a period of discussion, the accredited body has failed to take
appropriate corrective action to ensure that it satisfies and will continue to satisfy
the criteria, the FSA will withdraw the accredited body’s accreditation by
removing its name from the list of accredited bodies published in the Glossary.
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The FSA will expect the body to notify each retail investment adviser holding a
current statement of professional standing of the FS4’s decision. A statement of
professional standing issued by the accredited body before the withdrawal of
accreditation will continue to be valid until its expiration.

continued
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Appendix 7G Guidelines for qualification gap-fill for retail investment advisers

Who should use these guidelines?

Under the RDR professionalism requirements if you are a retail investment adviser then you need to meet a new standard of qualification from
31 December 2012 in order to act as a retail investment adviser. If you already hold certain qualifications specified in TC Appendix 4 you will
not need to attain any further examinations. Instead you will need to fill any knowledge gaps against the Financial Services Skills Council’s
examination standards using qualification gap-fill. To do this you should use the templates in this Appendix which reproduce the Financial
Services Skills Council’s examination standards and allow you to identify the gaps that you will need to fill. You will need to have your gap-fill
verified by an accredited body before 31 December 2012 to enable these qualifications to count as appropriate qualifications.

Please note:

- Inorder to take advantage of qualification gap-fill you must hold a qualification for each specific activity you perform, for example if
you hold a qualification for packaged products but also give advice on securities you will need to hold an appropriate qualification
for both of these activities.

. The template below is an updated version of the template we published in CP09/31. Advisers who are using the template from
CPQ9/31 can continue to do so.

Instructions for use
First, you should establish which tables below you need to use. This is based on the TC Appendix 1.1 activity you will be performing. The
revised examination standards under the RDR are divided into core and specialist content.
The core modules apply to all retail investment advisers and are as follows:
(1) Financial Services, regulation and ethics

(2) Investment principles and risk
(3) Personal taxation

This means that all qualification gap-filling must include tables 1, 2 and 3 set out below.
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Second, you need to establish which of the specialist modules you need to gap-fill. This depends on which TC Appendix 1.1 activities you carry
out, as defined in TC Appendix 1.1. The matrix below helps to show which tables you need to use to complete gap-fill for the specialist content,
with the tables numbered 4, 5, 6 and 7.

Figure 1
4 5 6 7
Table number | Securities | Derivatives | Pensions Application
and standards for
retirement packaged
Adviser’s planning products
activity, as
per TC
Appendix 1.1
2 — advising on % X X X
securities
3 — Advising on X % X X
derivatives
4 — Advising on X X % %
packaged products
which are not broker
funds
6 — Advising on X X 4 4
friendly society tax-
exempt policies
12 — Advisingonand | , X X X
dealing in securities
which are not
stakeholder pension
schemes or broker
funds
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13— Advisingonand | » % X X
dealing in derivatives

There is no specialist module for packaged products (distinct from application standards for packaged products) because the packaged product
content is a combination of the three core modules, along with pensions & retirement planning and protection. The examination standard for
protection is not included here because the level has not changed, so there is no gap to fill.

Once you have worked out which tables you need to use, you should check the learning outcomes in column 2. The indicative content in column
3 provides additional guidance on the areas to be covered”. If the qualification or CPD you completed meets the learning outcome, you need do
nothing more in that area other than record the fact in column 4 or 5. If it does not meet the learning outcome, you will need to undertake and
evidence, in column 5, the qualification gap-fill you have completed to meet the new requirements before 31 December 2012. If you remain
uncertain, you should contact your qualification awarding body or your intended accredited body who should be able to help. Column 6 should
be completed by your accredited body.

The prime focus of qualification gap-filling should be on the relevance of the learning activity to the learning outcome and indicative content to

be achieved. This can be from any source: firm, professional body, training provider etc, and from any time provided it is completed before 31%
December 2012. CPD carried out in the past can be used to meet the qualification gap-fill requirements where this can be appropriately verified.

Core content

Table 1 — Financial Services, Regulation and Ethics

! Please note that the application standards for packaged products have outcome standards in column 1 and assessment in column 2. For this you will need to check if your
qualification covered the outcome standard and record the result.
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1 2 3 4 5 6
Attainment | Learning outcome Indicative content Covered in | Evidence of | Verification
level qualific- learning of

ation? (Y/N) | activity qualification
top-up and
date
Understand | The UK financial
services industry in its
European and global
context
role and structure of the UK and international
markets, key participants
the impact of the EU on UK regulation
the role of government — economic and industrial
policy, regulation, taxation and social welfare
the function and operation of financial services
within the wider economy
Understand | How the retail

consumer is served by
the financial services
industry

obligations towards consumers and their perception
of financial services;

consumers’ main financial needs and how they are
prioritised:

- managing debt

- budgeting and borrowing, including house
purchase

- protection

- saving and investing
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- retirement

- estate planning and tax planning

e how those needs are met:

- mortgages and loans

- life and health insurance

- savings and investments

- State benefits

- the main types of pension provision

Understand | The legal concepts and
considerations relevant
to financial advice

e legal persons and power of attorney

e basic law of contract and agency

e ownership of property

¢ insolvency and bankruptcy

¢ wills and intestacy

e use of trusts:

- the main types of trusts and their uses

- how to create and administer trusts

Understand | The regulation of
financial services

¢ the role of the Financial Services Authority (FSA),
HM Treasury and the Bank of England — market
regulation

o the role of other regulating bodies such as the
Competition Commission, the Office of Fair
Trading, the Pensions Regulator, the Information
Commissioner

¢ Financial Services and Markets Act (FSMA) 2000,
other relevant legislation

o the role of EU regulation and relevant Directives
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additional oversight — senior management, trustees,
auditors, external compliance support services

Understand

The FSA’s
responsibilities and
approach to regulation

Statutory objectives and how the FSA is structured
to achieve these:

- powers and activities

- financial stability and prudential regulation

- powers to deal with financial crime

- financial capability — National Strategy

the FSA Handbook — the main principles and rules

- the High Level Standards

- Prudential Standards

- Business Standards

° Conduct of Business (COBS)

° rules for dealing with client assets

° Market Conduct code

° Training and Competence

- Regulatory Processes:

° authorisation, supervision, approved persons,
significant influence functions, controlled
functions, appointed representatives

risk-based supervision, discipline and enforcement,
sanctions to deal with criminal activities

Apply

The principles and risk
as set out in the
regulatory framework

regulated activities and authorisation requirements

approved person and controlled function
responsibilities
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record keeping, reporting and notification
requirements

professionalism and the training and competence
requirements

Anti money laundering and proceeds of crime
obligations

Data protection including data security

complaints procedures and responsibilities to
consumers

the Financial Ombudsman Service (FOS)

the Financial Services Compensation Scheme
(FSCS)

Apply

The regulatory advice
framework in practice
for the consumer

client relationships and adviser responsibilities:

- types of clients

- fiduciary relationship — duty of care,
confidentiality, primacy of clients’ interests

- clarity of service provision and charges, status
disclosure including terms of business and
client agreements, execution only

- limitations to own authority or expertise,
referrals to and relationships with relevant
specialists

- clients’ cancellation rights

regulated advice standards

monitoring and reviewing clients’ plans and
circumstances and taking account of relevant
changes
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Understand | The range of skills
required when advising
clients
Communicating clearly, assessing and adapting to
the differing capabilities of clients
gathering information, assessment and analysis of
client’s needs and circumstances, reaching
conclusions and making appropriate
recommendations
Understand | The FSA’s use of
principles and
outcomes based
regulation to promote
ethical and fair
outcomes
the Principles for Business and the discretionary
obligations these place on firms
corporate culture and leadership
the responsibilities that rest with approved persons
and the need for integrity, competence and fair
outcomes for clients, including dealing with
conflicts of interest
Apply The Code of Ethics and

professional standards
to business behaviours
of individuals

the over-arching Code of Ethics

the professional principles and values on which the
Code is based
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e identifying ethical dilemmas

o the steps involved in managing ethical dilemmas

Critically
evaluate

The outcomes that
distinguish between
ethical and compliance
driven behaviours

¢ typical behavioural indicators — positive and
negative

¢ the outcomes which may result from behaving
ethically — for the industry, the firm, individual
advisers and consumers

¢ the outcomes which may result from limiting
behaviour to compliance with the rules — for the
industry, firm, individual advisers and consumers

Table 2 — Investment principles and risk

Attainment | Learning outcome Indicative content Covered in | Evidence of | Verification
level qualific- qualification | of
ation? (Y/N) | top-up? qualification
top-up and
date
Analyse The characteristics,

inherent risks,
behaviour and
correlation of asset
classes

e cash and cash equivalents:

- main types, costs and charges
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fixed interest securities:

- main types

- running and redemption yields, interest rates
and yield curves

- markets and indices

- transaction costs — purchase and sale

equities:

- main types, private equity

- valuation measures — price/earnings (P/E) ratio,
dividend yield and cover, Net Asset Value
(NAV)

- stock markets — indices, listings

- transaction costs

property:

- main types, residential and commercial,
income profile and gearing

- valuation

- performance benchmarking

- transaction and on-going costs

alternative investments such as commodities, and
physical assets

pricing, liquidity and fair value

correlation of asset classes — relevance to asset
allocation

Understand

The macro-economic
environment and its
impact on asset classes

main long term UK and global socio-economic
trends

overview of world economies and globalisation of
markets
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economic and financial cycles — predictability,
regional economy differences

the key economic indicators — trends and their
interpretation

significance of monetary and fiscal policy

relevance of money, inflation, deflation, interest
rates and exchange rates

balance of payments and international capital flows

the role of financial investment in the economy

Understand | The merits and
limitations of the main
investment theories
key features of the main investment theories:
- modern portfolio theory
- multi factor theory
- efficient market hypothesis
- capital asset pricing model (CAPM)
portfolio theory, diversification and hedging:
- correlation between asset classes
- total return and an awareness of beta and alpha
- risk adjusted returns
basics of behavioural finance — market and
individual behaviours
Apply The principles of the
time value of money
compound interest and discounting
real returns and nominal returns
Analyse and | The nature and impact
explain of the main types of

risk on investment
performance
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liquidity and access

income and capital growth including shortfall

short term volatility

long term performance

gearing

currency

inflation

interest rates

systemic and non-systemic, including fraud and
counterparty, institutional, market timing

Analyse

The characteristics,
inherent risks,
behaviours and relevant
tax considerations of
investment products

the advantages and disadvantages of direct
investment in securities and assets compared to
indirect investment through collectives and other
products

the main types and use of indirect investment
products:

investment structures:

° collective investment funds — onshore and
offshore

° Exchange Traded Funds (ETFs) and
Exchange Traded Commodities (ETCs)

° closed ended funds / investment companies —
onshore and offshore

° Individual Savings Account (ISAs) and Child
Trust Funds (CTFs)

° National Savings and Investments
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° life assurance based investments — onshore
and offshore

° defined contribution (DC) pension
arrangements

° Real Estate Investment Trusts (REITs) and
other property based products

° Venture Capital Trusts (VCTs) and Enterprise
Investments Schemes (EISs) — basic structures
and uses

° broker funds and distributor influenced funds
(DIFs)

- derivatives:

° basic structure, main types and uses

- investment strategy based products:

° hedge fund and funds of hedge funds

° absolute return funds

° structured products — income and capital
growth, structure and analysis

° with profit funds — main principles

Apply

The investment advice
process

e know your client requirements:

- explain the investment process

- establish client relationships, capability and
circumstances including assets and debts

- agree and prioritise needs and wants

- agree investment objectives, growth, income,
time horizons, debt and credit management and
repayment

- determine and agree risk profile — objective
and subjective factors
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- assess affordability and other suitability
considerations, ethical, social responsibility
and religious preferences

- agree strategy and rationale to achieve the
objectives

- agree benchmark / performance measures and
review process

e asset allocation:

- alignment with client risk profile and
requirements

- diversification and correlation benefits

- accumulation and decumulation

Understand

The principles of
investment planning

e asset allocation:

- stochastic modelling

- strategic and tactical asset allocation

¢ portfolio construction:

- stock and fund selection

- diversification by sector, geographical area and
currency

- main fund management strategies and styles

- costs, charges, Total Expense Ratios (TERS),
Portfolio Turnover Rates (PTRS)

- selection of products, tax wrapper and services

- provider selection and due diligence

- recommendations and suitability

e wrap and other platforms:

- concept and uses

- benefits and risks

- costs/charges
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Analyse

The performance of
investments

e portfolio performance:

- methods of evaluating portfolio performance

- selection and use of benchmarks

- new money and timing factors

e portfolio review and administration:

- changes in client circumstances

- changes in financial environment

- new products and services available

- maintenance of products and services

- use of external services / benchmarking

- rebalancing

Table 3 — Personal taxation

Attainment | Learning outcome Indicative content Covered in | Evidence of | Verification
level qualific- qualification | of
ation? (Y/N) | top-up and qualification
date top-up and
date
Understand | The UK tax system as

relevant to the needs
and circumstances of
individuals and trusts

e income tax — sources of income, liability,
allowances, reliefs, priorities for taxing income,
income of trusts and beneficiaries

¢ National Insurance Contributions (NICs) — liability
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for employers, employees, self-employed
contribution levels, voluntary NICs

Capital Gains Tax (CGT) — liability, rate,
disposals, gains and losses, reliefs and exemptions,
capital gains of trusts

Inheritance Tax (IHT) — liability, transfers, nil rate
band, rates, reliefs and exemptions, assets held in
trusts, transfers to and from trusts

residence and domicile — main rules, impact on
liability to income tax, CGT and IHT

UK tax compliance — self assessment, Pay as You
Earn (PAYE), tax returns, tax payments, tax
evasion and avoidance issues

Stamp duty reserve tax and stamp duty land tax —
transactions subject to tax, rates of tax, main reliefs

outline of Value Added Tax (VAT) and
Corporation Tax

Analyse

The taxation of
investments as relevant
to the needs and
circumstances of
individuals and trusts

direct investments — cash and cash equivalents,
fixed interest securities, equities and property

indirect investments:

- pension arrangements

- Individual Savings Accounts (ISAs) and Child
Trust Funds (CTFs)

- onshore and offshore collectives and
investment companies

- onshore and offshore life assurance policies
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- Real Estate Investment Trusts (REITS)

- Venture Capital Trusts (VCTs) and Enterprise
Initiative Schemes (EISs) — basic outline

Analyse The role and relevance
of tax in the financial
affairs of individuals
and trusts
the impact of taxes on individuals, trusts and their
investments
key principles of income tax planning — spouse,
civil partners, children, pension contributions, ISA
allowances, use of the main CGT exemptions and
reliefs
main uses of lifetime gifts and trusts in basic IHT
mitigation
Apply the knowledge of

personal taxation to the
provision of investment
advice

to carry out computations on the most common
elements of income tax and NICs; CGT; IHT
including the impact of lifetime transfers and
transfers at death

to make elementary tax planning recommendations
in the context of investment advice
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Attainment | Learning outcome Indicative content Covered in | Evidence of | Verification
level qualific- qualification | of
ation? (Y/N) | top-up and qualification
date top-up and
date
Understand | The securities market

structure, features,
regulatory and trading
environment

e role, structure and regulation of global securities
markets:

- primary, secondary and dual listing

- exchange trading and over-the-counter (OTC)
trading

- role of regulators, other supervisory bodies and
trade associations

e market participants and roles

e domestic markets:

- issuing, listing, quotation, admission to market:

° UK Listing Authority

° PLUS Market

° AIM Market

° jssuing securities without a prospectus

- Markets for trading:

° equities
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° Government bonds

° corporate bonds

- Other trading venues:

° Multilateral Trading Facilities (MTFs)

° Systemic Internalisers

° dark pools

e international markets:

- developed markets

- emerging markets

- foreign exchange market

- structure and access considerations

Apply Dealing principles and
practice to relevant
client investment
activity
e dealing — domestic markets, rules and principles:
- Best Execution
- aggregation and allocation
- front running
¢ international markets — main differences in
principle and practice
Understand | Clearing, settlement

and custody principles
and practice relevant to
client investment
activity

e clearing and central counterparty — UK process,
duties, risks

e settlement:

- UK process

- International Central Securities Depositaries
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(CSDs)

custody of assets and client money

relevance and impact of corporate actions

Assess

The factors that
influence market
behaviour relevant to
investment advice

factors that influence market and individual security

movements:

volume, liquidity and impact of trading
activities — domestic and international markets

derivatives market, interactivity of timed
events, relationship with cash market

research and ratings

Market Abuse regime

information and disclosure:

issuer reporting and announcement, corporate
actions

transparency obligations — transaction
reporting, share ownership and disclosure,
short selling

market data convention

Analyse

The characteristics,
features, behaviours
and risks of securities
in the context of the
market for these
products

e equities:

share classes

American Depositary Receipts (ADRs) and
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Global Depositary Receipts (GDRs)

comparative valuation measures and relevance

debt securities:

domestic and international government
securities

corporate debt securities

duration, interest rates movements, price/yield
relationship

creditor ratings, creditor rankings

derivative substitutes:

warrants and covered warrants

contracts for difference (CFDs)

collectives:

open and closed ended

asset value, pricing and gearing

asset cover, redemption yields

investment management styles and fund
selection

passported products

ETFs and structured products

cash and cash equivalents

e Foreign Exchange

These standards include the requiremen

t to COMBINE and APPLY the learning content from all un

its of the Appropriate Qualification

Apply The relevant factors
and considerations to
decide and implement
investment
recommendations

e obtain the range of client information and

subjective factors to understand their needs, wants,

values and risk profile essential to planning
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synthesise client and relevant market information to
provide the basis for assumptions and decisions

analyse the advantages and disadvantages of the
appropriate options

select, recommend, explain and justify, and
transact:

- sources and use of research and other
information

holding securities within an investment portfolio:

- direct holdings, indirect holdings and
combinations

- role of derivative substitutes

- rationale, advantages and disadvantages

- impact on overall client objectives and
priorities

- asset allocation factors and relationship to
overall portfolio

- matching to client risk appetite

take account of relevant tax, accounting and costs
considerations

comply with advice and dealing regulation specific
to securities — COBS

client reporting requirements

communication, monitoring, review and
maintenance of the portfolio to achieve the client’s
objectives, deal with change and respond to
setbacks
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Attainment | Learning outcome Indicative content Covered in | Evidence of | Verification
level qualific- qualification | of
ation? (Y/N) | top-up? qualification
top-up and
date
Understand | The derivatives market

structure, features,
regulatory and trading
environment

e role, structure and regulation of global derivatives
markets:

- role of regulators, other supervisory bodies and
trade associations

e range of derivative instruments and typical risks:

- financial derivatives

- commodity derivatives

- property derivatives

- exotic derivatives

e market terminology

e key market participants and roles

e exchange trading and over-the-counter (OTC)
trading — main differences:

- standard and bespoke

- maturity, expiry, margin, collateral, liquidity

- clearing and settlement

- transparency and confidentiality

- trading mechanisms

- counterparties
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- documentation

central counterparty (CCP) clearing of OTC
transactions

Understand | The principles,
components,
characteristics and risks
of derivatives relative
to the underlying
relationships to underlying
physically settled versus cash settled
general pricing principles — futures, options
Understand | The market
environment, product
types and
characteristics of
Exchange Traded
derivatives
main products:
- futures
- options
main UK and international exchanges
trading platforms:
- mechanisms and procedures
wholesale trading facilities:
- significance and uses
clearing mechanisms and processes
Understand | The pricing, trading calculation of profit/loss on delivery or expiry —

and market practice of
Exchange Traded
derivatives

futures and options

mechanisms for futures pricing:

- factors influencing pricing
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- bases for calculation

mechanisms of options pricing:

- factors influencing pricing and premiums

- bases for calculation

price discovery for commodities

market transparency, reporting and monitoring

order / instruction flow and order type

input and matching, trade registration processes

Understand

The main types and
characteristics of OTC
traded derivatives

forwards and forward rate agreements (FRAS)

OTC option products

contracts for difference

swaps:

- interest rate swaps

credit derivatives:

- credit default swaps

structured products

OTC trade capture, confirmation and clearing
mechanisms

Understand

Clearing, margin,
settlement, exercise and
delivery of both
Exchange Traded and
OTC derivatives

definition and purpose of clearing:

- roles and relationships

- risks and guarantees

- central counterparty clearing
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e purpose, types and application of margin:

- parties involved

- processing, collection and payment

- pricing factors and calculation

e purpose, types and application of collateral

o delivery and settlement

e exercise of options, assignment of obligations,
abandonment and expiry

Evaluate

The purpose, merits,
limitations and risks of
the main derivatives
strategies for trading,
hedging and investment
relevant to client
investment activity

¢ trading and speculation

e hedging:

- options strategies

- futures strategies

¢ investment and derivatives, including use of
synthetics:

- portfolio hedging

- portfolio yield enhancement

- structured funds and ETFs

These standards include the requiremen

t to COMBINE and APPLY the learning content from all un

its of the Appropriate Qualification

Apply

The relevant factors
and considerations to
decide and implement
investment
recommendations
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obtain the range of client information and
subjective factors to understand their needs, wants,
values and risk profile essential to planning

synthesise client and relevant market information to
provide basis for assumptions and decisions

analyse the advantages and disadvantages of the
appropriate strategies

select, recommend, explain and justify, and
transact:

- sources and use of research and other
information

holding derivatives within an investment portfolio:

- direct holdings, indirect holdings and
combinations

- rationale, advantages and disadvantages

- impact on overall client objectives and
priorities

- main factors to consider when holding both
securities and derivatives within the portfolio

- asset allocation factors and relationship to
overall portfolio

- matching to client risk appetite and trade-offs

take account of relevant tax, accounting and costs
considerations

comply with advice and dealing regulations specific
to derivatives — COBS

client reporting requirements

communication, monitoring, review and
maintenance of the portfolio to achieve the client’s
objectives, deal with change and respond to
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setbacks

Table 6 — Pensions and retirement planning

Attainment | Learning outcome Indicative content Covered in | Evidence of | Verification
level qualific- qualification | of
ation? (Y/N) | top-up? qualification
top-up and
date
Understand | The political, economic
and social environment
factors which provide
the context for pensions
planning
¢ role of Government, policy direction, challenges
and proposed reforms
e corporate responsibilities, challenges and impact on
pension provision
e demographic trends, longevity and ageing
population
e incentives, disincentives and attitudes to saving
e main scheme types and methods of pension
provision:
- State pension benefits
- DB schemes, funding and benefits
- DC schemes, funding and benefits
Understand | How the HMRC tax

regime applies to
pension planning
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funding/contributions to registered pension
schemes, tax relief provision

pension scheme investment funds

death benefits before and after crystallisation

pension scheme retirement benefits

outline of the annual allowance, lifetime
allowances, special annual allowance, and
associated charges

outline of relevant transitional reliefs post- Finance
Act 2006

outline of the tax treatment of other scheme types:

- Employer Funded Retirement Benefit Schemes
(EFRBS)

- Qualifying Recognised Overseas Pension
Schemes (QROPS)

Understand

The relevant aspects of
pensions law and
regulation to pensions
planning

Pensions Regulator compliance requirements

pension protection schemes

trust and contract based pension schemes

role and duties of trustees and administrators

pensions and divorce

employment law relevant to pensions

bankruptcy law and pension assets

Understand

The structure,
relevance and
application of the State
Schemes to an
individual’s pension

Page 53 of 72




FSA 2011/5

planning

basic state retirement benefits

additional state retirement benefits, historic and
current

contracting in/out considerations

pension credit framework

Understand | The structure,
characteristics and
application of Defined
Benefit schemes to an
individual’s pension
planning
e main attributes and benefits of DB pension
provision
e main types, variations and hybrids
e rules and operation of DB schemes
e funding methods and issues
e roles of trustees and other parties, and scheme
reporting
e factors to consider and benefits on leaving, early
and normal retirement
o benefits on ill health and death
o eligibility criteria and top up options
e transfer issues and considerations
e public sector schemes
Analyse The range of Defined

Contribution scheme
options as they apply to
an individual’s pension
planning
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main attributes and benefits of DC pension
provision

legal bases for schemes and main impacts

main types of DC schemes and their rules and
operation

contributions — methods and issues

contracting out, rebates and the contracting out
decision

benefits on leaving and death before crystallisation

scheme options, limitations and restrictions

crystallisation options and impact of decisions

transfer issues and considerations

stakeholder pensions

Personal Accounts

Analyse

The options and factors
to consider for drawing
pension benefits

State retirement benefits

DB schemes:

- scheme benefits, payment guarantees, survivor
benefits

DC schemes:

- secured pensions, types of annuities and main
features

- unsecured pensions

- compliance requirements

phased retirement — options, benefits and risks

timing of decisions and implementation

triviality rules
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Evaluate

The aims and
objectives of retirement
planning including the
relevant investment
ISsues

assessing and quantifying retirement aims and
objectives:

- availability and prioritisation of savings

- assumptions and impacts

- conflicts with other objectives

- timescales and risk

investments available to meet this objective:

- suitability and risk

- rates of return needed

- accumulation and decumulation strategies, life-
styling

- products and wrappers, advantages and
constraints, critical yield

- other sources of non-pension income

asset allocation factors, relationship to overall
portfolio

self investment:

- main characteristics

alternative sources for pension income

- alternative sources of capital including non-
pension investment assets, home equity,
proceeds from sale of a business, inheritance

- advantages and drawbacks

factors affecting regular reviews
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Outcome standards

Candidates should be able to:

Assessment

Assessment at this level will seek to test ability
to:

Covered in
qualific-
ation? (Y/N)

Evidence of
qualification
top-up?

Verification
of
qualification
top-up and
date

e Obtain appropriate client information and
understand clients’ needs, wants, values
and risk profile essential to the financial
planning process

- ldentify and use relevant
understanding, methods and skills to
address problems that are complex
and non-routine while normally fairly
well defined

¢ Synthesise the range of client information,
subjective factors and indicators to
provide the basis for financial planning
assumptions and decisions

e Analyse a client’s situation and the
advantages and disadvantages of the
appropriate options

- Take responsibility for overall
courses of action as well as exercise
autonomy and judgement

e Formulate suitable financial plans for
action

- Initiate and use appropriate
investigation to inform actions

- Analyse, interpret and evaluate
relevant information and ideas

e Explain and justify recommendations

¢ Implement, review and maintain financial
plans to achieve the clients’ objectives and
adapt to changes in circumstances

- Review the effectiveness and
appropriateness of methods, actions
and results
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Part 2: Comes into force on 1 July 2011

Amend the following as shown.

2.1.15 R  [to follow]
2.1.16 G  [to follow]
2.1.17 R  [to follow]
2.1.18 G [to follow]
2.1.19 G  [to follow]
2.1.20 G [to follow]
2.1.21 G  [to follow]
2.1.22 G  [to follow]
2.1.23 G  [to follow]
2.1.24 R  [to follow]
2.1.25 R  [to follow]
2.1.26 R  [to follow]
2.1.27 R  [to follow]
2.1.28 R  [to follow]

2.1.29 G  [to follow]
2.1.30 G [to follow]

Notification requirements

2.1.31 R A firm must notify the FSA 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:

Q) a retail investment adviser, who has been assessed as competent for
the purposes of TC 2.1.1R, is no longer considered competent for
those purposes;

(2)  aretail investment adviser has failed to attain an appropriate
qualification within the time limit prescribed by TC 2.2A.1R(1);

(3)  acretail investment adviser has failed to comply with a Statement of
Principle in carrying out his controlled function; and
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Sch 2
2.1G
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4 a retail investment adviser has performed an activity in TC Appendix
1 before having demonstrated the necessary competence for the
purposes of TC 2.1.1R and without appropriate supervision.

G  When considering whether an event is significant a firm should include the
following in its considerations:
(1)  the potential risk of consumer detriment as a result of the event;
(2)  whether the event or a pattern of events indicate recurrent issues in
relation to one or more retail investment advisers; and
3) its obligations under Principle 11.
G  The Retail Investment Adviser Competence Notification Form approved by

the FSA for notifications under TC 2.1.31R may be found at the FiS4’s

website www.fsa.gov.uk/Pages/Doing/Requlated/Notify/index.shtml.

Notification requirements

| ficat : : 1O

Handbook Matter to be Contents of Trigger event Time allowed
reference notified notification
TC2.1.31R Notifications — (1) Information Becoming As soon as
issues relating to | about any aware, or having | reasonably
the competency circumstances information practicable.
and behaviour of | relevant to the which
retail investment | issue; and reasonably

advisers.

(2) information

suggests that any
of the following

about any steps

has occurred or

which a firm has

may occur, and

taken or intends | the event is
to take to rectify | significant:
the position or
prevent any
future potential
occurrence.
(1) a retail
investment

adviser, who has
been assessed as

competent for
the purposes of
TC 2.1.1R, isno

longer
considered

competent for
the purposes of
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TC2.1.1R;

(2) a retail

investment
adviser has
failed to attain
an appropriate
qualification
within the time
limit prescribed
by TC
2.2A.1R(1);

(3) a retail

investment
adviser has
failed to comply
with a Statement
of Principle in

carrying out his
controlled

function; and

(4) a retail

investment
adviser has
performed an
activity in TC
Appendix 1
before having

demonstrated the

necessary
competence for

the purposes of
TC2.1.1Rand

without
appropriate

Comes into force on 31 December 2012

Supervision

G  Firms should ensure that those supervising employees carrying on an
activity in TC Appendix 1 have the necessary coaching and assessment skills
as well as technical knowledge and experience to act as a competent
supervisor and assessor. In particular firms should consider whether it is

appropriate to require those supervising employees not assessed as

competent to attain an appropriate qualification as well except where the
employee is giving advice on packaged-preduets retail investment products,

see TC 2.1.5R.

R Where an employee is giving advice on packaged-produets retail investment
products to retail clients and has not been assessed as competent to do so,
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the firm must ensure that the individual supervising and assessing that
employee has attained an appropriate qualification.

Qualification requirements before starting activities

[0

A firm must ensure that an employee who was assessed as competent as a

retail investment adviser for the purposes of TC 2.1.1R at 30 June 2009 does

not carry on the activity of a retail investment adviser without first attaining

an appropriate gualification.

Exemption from appropriate qualification requirements

R

(1)

(2)

3)

If a firm is satisfied that an employee meets the conditions in this
rule then the requirements to have attained each module of an
appropriate qualification will only apply if that employee is carrying
on one of the activities specified in this rule.

The conditions are that a firm should be satisfied that an employee:

@ has at least three years’ up-to-date relevant experience in the
activity in question obtained while employed outside the
United Kingdom;

(b) has not previously been required to comply fully with the
relevant qualification requirements in TC 2.1.1R; and

(©) has attained the relevant regulatory module of an appropriate
qualification;

but (b) and (c) do not apply to an employee who is benefiting from
the “30-day rule” exemption in SUP 10.10.7BR, unless the employee
benefits from that rule because he is advising retail clients on
packaged-produets retail investment products or is a broker fund
adviser.

The relevant activities are:

@ advising on investments which are packaged-produets retail

investment products, if that advice is given to retail clients;

(b) the activity of broker fund adviser;
(c) advising on syndicate participation at Lloyds; or

(d) the activity of a pension transfer specialist.
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Continuing professional development

R

fre-follow] Subject to TC 2.1.17R, a firm must ensure that a retail
investment adviser who has been assessed as competent for the purposes of
TC 2.1.1R remains competent by completing a minimum of 35 hours of
appropriate continuing professional development in each 12 month period.

fre-followd] In order to meet the requirement in TC 2.1.15R, a retail
investment adviser should complete no less than 21 hours of structured
continuing professional development activities.

fre-feHow] A firm is permitted to suspend the requirements of TC 2.1.15R
in respect of a retail investment adviser for the period of time during which
the retail investment adviser is continuously absent from work, if that
absence is due to:

(1)  maternity, paternity or adoption leave;

(2) long-term illness or disability:;

3) caring responsibilities for a family member who has a long-term
illness or disability; or

(4)  any other absence allowed in order for the firm to meet its statutory
duties in relation to equality and diversity.

frefeHow] In TC 2.1.17R(3), a family member includes a partner, parent,
grandparent, sibling or child.

fre-feHow] In deciding whether to suspend the requirements of TC 2.1.15R,
a firm should take into account:

(1)  the retail investment adviser s individual circumstances;

(2)  the length of time the retail investment adviser is likely to be absent
from carrying on the activity; and

3) its statutory duties in relation to equality and diversity.

fre-foHow] Examples of structured continuing professional development
activities include participating in courses, seminars, lectures, conferences,
workshops, web-based seminars or e-learning which require a contribution
of thirty minutes or more.

fre-foHow] Examples of unstructured continuing professional development
activities include:

(1) conducting research relevant to the individual’s role;

2 reading industry or other relevant material;
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3) participating in professional development coaching or mentoring
sessions.

fre-feHow] All continuing professional development should:

(1)  Dbe relevant to the retail investment adviser ’s current role and any
anticipated changes to that role;

(2)  maintain the retail investment adviser’s knowledge by reference to
current qualification standards relevant to the retail investment
adviser’s role;

3) contribute to the retail investment adviser s professional skill and
knowledge;

(4)  address any identified gaps in the retail investment adviser’s
technical knowledge;

(5)  have written learning objectives based on learning needs and a
documented learning outcome;

(6)  be measurable and capable of being independently verified by an

accredited body.

fre-fellew] Continuing professional development completed by a retail
investment adviser in relation to activities other than acting as a retail
investment adviser should not be taken into account for the purposes of TC
2.1.15R unless it is also relevant to the activity of acting as a retail
investment adviser.

fre-follow] A firm must, for the purposes of TC 3.1.1R (Record keeping),
make and retain records of:

(1) the continuing professional development completed by each retail
investment adviser; and

(2)  the dates of and reasons for any suspension of the continuing
professional development requirements under TC 2.1.17R.

fre-follow] A firm must not prevent a retail investment adviser from
obtaining a copy of the records relating to that retail investment adviser
which are maintained by the firm for the purposes of TC 2.1.24R.

Annual declarations

R

frefeHew] A firm must ensure that a retail investment adviser confirms
annually in writing that the retail investment adviser has, in the preceding 12
months:

(1)  complied with APER; and
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(2) if applicable, completed the continuing professional development
required under TC 2.1.15R.

Independent verification

R

R

G

G

fre-follow] A firm must obtain from an accredited body independent
verification of the firm s compliance with:

[€0)] in respect of its retail investment advisers only, the requirement in
TC 2.1.1R to attain each module of an appropriate qualification;

(2) TC2.1.15R;and

(3) TC 2.1.26R.

fre-follow] The independent verification in TC 2.1.27R must be obtained by

[€D)] in respect of a competent retail investment adviser who began to
carry on the activity of a retail investment adviser on or before 31
December 2012, within 60 days of that date and of the anniversary of
that date thereafter;

(2) in respect of a retail investment adviser who began to carry on the
activity of a retail investment adviser on or after 1 January 2013,
within 60 days of the date on which the retail investment adviser was
assessed as competent as a retail investment adviser and of the
anniversary of that date thereafter.

fre-foHow] Independent verification for the purposes of TC 2.1.27R should
take the form of a statement of professional standing issued by an accredited

body.

fre-follow] The Glossary definition of accredited body contains a list of
bodies recognised by the FSA for the purpose of providing the independent
verification required under TC 2.1.27R. Information on accredited bodies,
including guidance on the process for including a body in the list is set out
in TC Appendix 6G and the obligation to pay the application fee is set out in
FEES 3.2.
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After TC 2.2A insert the following new section. The text is not underlined.

2.2B

2.2B.1

2.2B.2

2.2B.3

2.2B.4

Reporting requirements
Application

R This section applies to a firm with employees that are retail investment
advisers.

Purpose

G (1 The purpose of this section is to set out the requirement for firms
which employ retail investment advisers to notify each individual
retail investment adviser’s professional standards data to the FSA.

2 The purpose of collecting this data is to assist the FSA in the ongoing
supervision of firms which employ retail investment advisers and to
enable the FSA to gain an understanding of the professional
development of individual retail investment advisers in the interests
of protecting customers.

Reporting requirement

R (1) A firm must submit a report (the ‘data report’) to the FSA containing
the information required by TC 2.2B.4R quarterly, within 20
business days of the end of the quarter, unless (3) applies.

(2 The reporting periods are the four calendar quarters of each year
beginning on 1 January.

3) A firm need not submit a data report if no changes have occurred in
relation to the information submitted by the firm in its previous
report.

4) A firm may submit a data report more frequently than quarterly if it
wishes.

Content of the report
R The report must contain professional standards data as follows:
1) the firm’s name and FSA Firm Reference Number;

2 the names and FSA Individual Reference Numbers of the firm'’s
employees who are retail investment advisers, including trainees;

3 whether a retail investment adviser has attained an appropriate
qualification;

4 if a retail investment adviser has not attained an appropriate
qualification, the date on which the employee began to carry on the
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(5) the name of the accredited body used for the purposes of TC

2.1.27R.
R The data report must comply with the provisions of TC Appendix 8R.
R A firm must submit the data report to the FSA electronically in a standard
format prescribed by the FSA.
R A data report will not have been submitted to the FSA in accordance with

TC 2.2B.6R unless all mandatory data reporting fields (as set out in TC
Appendix 8R) have been completed correctly and the report has been

accepted by the relevant FSA reporting system.

Amend the following as shown.

Appendix 1.1 Activities and Products/Sectors to which TC applies subject to TC
Appendices 2 and 3
App 1.1.1R
Activity Products/Sectors Is there an
appropriate
qualification

requirement?

Designated investment business carried on for a retail client

Advising
4. | Packagedproducts Retail investment products Yes
which are not broker funds
Appendix 6G Accredited bodies

Introduction

An accredited body is a body receghised-by-the FSA-to-act-as-an-accredited-body

appearing in the list of such bodies in the Glossary.
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December-2012. [deleted]

The FSA will expect an accredited body to have in place effective procedures for
carrying out its verification activities. This should include:

(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 and completed the continuing professional
development required under TC 2.1.15R;
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Firm details

Firm Name

| Firm Reference Number (FRN)

Person submitting form

Name

Individual Reference Number (IRN)
(where applicable)

Position in firm

Contact telephone number

Contact email address

Date of submission

Retail Investment Advisers

Column 1

Column 2

Column 3 Column 4

Column 5

Name

Individual Reference
Number (IRN)

Qualification Status

(part or fully qualified) Accredited Body

Date adviser began activity of
a retail investment adviser
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Schedule 1  Record keeping requirements

Sch-1.1 G

TC 2.1.24R provides:

A firm must, for the purposes of TC 3.1.1R (Record keeping), make and retain records of:

Q) the continuing professional development completed by each retail investment
adviser; and

2 the dates of and reasons for any suspension of the continuing professional
development requirements under TC 2.1.17R.

Sch1ll G

TC 3.1.1R provides:

Schedule 2  Notification requirements

2.1G Handbook Matter to be Contents of Trigger event Time allowed
reference notified notification
TC 2.1.31R
TC 2.2B.3R Notifications — (1) The firm’s The end of each | Within 20
professional name and FSA guarter. business days of
standards data Firm Reference the end of the
Number; guarter, unless TC
2.2B.3R(3)
(2) the names applies.
and FSA
Individual
Reference

Numbers of the
firm’s employees
who are retail
investment
advisers

including
trainees;

(3) whether a

retail investment
adviser has
attained an
appropriate

(4) if a retail

investment
adviser has not
attained an
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appropriate
qualification, the
date on which
the employee
began to carry

on the activity of
a retail

investment
adviser; and

(5) the name of
the accredited
body used for the

purposes of TC
2.1.27R.
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Amendments to the Fees manual (FEES)

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

Comes into force on 1 February 2011

3.2 Obligation to pay fees

Method of payment

3.2.3 R

2 The FSA does not specify a method of payment for a person seeking

to:

(a)

(b)

become a recognised body or a designated professional body;

or

te be added to the list of designated investment exchanges or

accredited bodies.

3.2.4 G  The FSA expects that a person seeking to become a recognised body or a
designated professional body or to be added to the list of designated
investment exchanges or accredited bodies will generally pay their

respective fees

3.2.7 R Table of application, notification and vetting fees

by electronic credit transfer.

(1) Fee payer

(2) Fee payable

Due date

(z) An applicant for
recognition as an
accredited body.

On or before the date the

application is made.
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Annex D
Amendments to the Supervision manual (SUP)
In this Annex, underlining indicates new text and striking through indicates deleted text.

Comes into force on 31 December 2012

10.10 Customer functions

Customer function (CF 30)

10.10.7C G  The FSA would expect an individual from overseas to be accompanied on a
visit to a customer. TC 2.1.9R(2) provides that the firm will have to be
satisfied that the individual has at least three years’ up-to-date relevant
experience obtained outside the United Kingdom. However, the remaining
provisions of TC 2.1.9R(2) are disapplied in these circumstances (except for
an individual who gives advice to retail clients on packaged-products retail
investment products or is a broker fund adviser). The effect of this is that
such individuals need not pass the relevant regulatory module of an
appropriate qualification (see TC 2.1.9R(2)).
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FEES (ELECTRONIC MONEY APPLICATION FEES) INSTRUMENT 2011

Powers exercised

A. The Financial Services Authority makes this instrument in the exercise of the
following powers and related provisions in or under:

1) the Financial Services and Markets Act 2000 (“the Act”):
@) section 156 (General supplementary powers);
(b) section 157 (Guidance); and
(o) paragraph 17(1) (Fees) of Schedule 1 (The Financial Services
Authority);

2 the following provisions of the Payment Services Regulations 2009 (Sl
2009/209):

€)) regulation 82 (Reporting requirements);
(b) regulation 92 (Costs of supervision); and
(© regulation 93 (Guidance); and

3) the following provisions of the Electronic Money Regulations 2011 (SI
2011/99):

@ regulation 59 (Costs of supervision); and
(b) regulation 60 (Guidance).

B. The rule-making powers listed above are specified for the purposes of section 153(2)
(Rule-making instruments) of the Act.

Commencement

C. This instrument comes into force on 10 February 2011.

Amendments to the Handbook

D. The Glossary of definitions is amended in accordance with Annex A to this
instrument.

E. The Fees manual (FEES) is amended in accordance with Annex B to this instrument.

Citation

F. This instrument may be cited as the Fees (Electronic Money Application Fees)
Instrument 2011.

By order of the Board
9 February 2011
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Annex A

Amendments to the Glossary of definitions

In this Annex, underlining indicates new text and striking through indicates deleted text,

unless otherwise stated.

Insert the following new definition in the appropriate alphabetical position; the text is not

underlined.

fee-paying electronic money  any of the following when they issue electronic money:

issuer
()

(b)
(©)
(d)

(€)
(f)

(@)
(h)

(i)
)

an authorised electronic money institution;
a small electronic money institution;
an EEA authorised electronic money institution;

a full credit institution, including a branch of the full
credit institution within the meaning of article 4(3) of
the BCD which is situated within the EEA and which
has its head office in a territory outside the EEA in
accordance with article 38 of the BCD;

the Post Office Limited:;

the Bank of England, when not acting in its capacity
as a monetary authority or carrying out functions of a
public nature;

government departments and local authorities, when
carrying out functions of a public nature;

a credit union;
a municipal bank; and
the National Savings Bank.

A full credit institution that is an EEA firm is only a fee-
paying electronic money issuer if it is exercising an EEA
right in accordance with Part Il of Schedule 3 to the Act
(Exercise of passport rights by EEA firms) to issue electronic
money in the United Kingdom. An EEA authorised electronic
money institution is only a fee-paying electronic money issuer
if it is exercising a right under Article 3 of the Electronic
Money Directive to issue electronic money in the United
Kingdom.

Amend the following definition as shown.

firm (1)

an authorised person, but not a professional firm
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http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/P?definition=G916

()
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unless it is an authorised professional firm (see also
GEN 2.2.18R for the position of an authorised
partnership or unincorporated association which is
dissolved).

(in FEES 3 to FEES 5) includes a fee-paying payment
service provider in accordance with FEES 3.1.1AR,
FEES 4.1.1AR and FEES 5.1.1AR and in FEES 3 also
includes a fee-paying electronic money issuer.

Page 3 of 9


http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/A?definition=G89
http://fsahandbook.info/FSA/html/handbook/GEN/2/2#D48
http://fsahandbook.info/FSA/html/handbook/FEES/3#DES1
http://fsahandbook.info/FSA/html/handbook/FEES/5#DES1
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G2635
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/F?definition=G2635
http://fsahandbook.info/FSA/html/handbook/FEES/3/1#DES76
http://fsahandbook.info/FSA/html/handbook/FEES/4/1#DES247
http://fsahandbook.info/FSA/html/handbook/FEES/5/1#DES133
http://fsahandbook.info/FSA/html/handbook/FEES/3#DES1

FSA 2011/6

Annex B

Amendments to the Fees manual (FEES)

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

2.15

2.15A

2.1.11

2.2.3

G

G

Paragraph 17 of Schedule 1 to and section 99 of the Act, and regulation 92
of the Payment Services Regulations and regulation 59 of the Electronic
Money Regulations enable the FSA to charge fees to cover its costs and
expenses in carrying out its functions. The corresponding provisions for the
FSCS levy, FOS levies and case fees and CFEB levies are set out in FEES
6.1, FEES 5.2 and FEES 7.1.4G respectively. Fee-paying payment service
providers and fee-paying electronic money issuers are not required to pay
the FSCS levy but are liable for FOS levies.

Regulation 92 of the Payment Services Regulations prevides and regulation
59 of the Electronic Money Regulations each provide that the functions of
the FSA under the respective regulations are treated for the purposes of
paragraph 17 of Schedule 1 to the Act as functions conferred on the FSA
under the Act. Paragraphs 17(2) and (3) however, have not been included
by-the-Payment-ServicesRegulations. These are, respectively, the FSA
FSA4’s obligation to ensure that the amount of penalties received or
expected to be received are not to be taken into account in determining the
amount of any fee payable and the provision that allows fees to be raised to
repay borrowed monies in respect of expenses incurred, before or after the
coming into force of the Act or the Bank of England Act 1998.

Whilst paragraph 17(2) of Schedule 1 to the Act has not been applied to the
fee-raising power of the FSA under the Payment Services Regulations and
the Electronic Money Requlations, regulation 92(2) and 59(2) of these
regulations respectively reguires require the FSA to apply amounts paid to
it by way of penalties imposed under the these regulations towards
expenses incurred in carrying out its functions under the regulations, or for
any incidental purpose.

Recovery of Fees

G

Paragraph 17(4) and paragraph 19B of Schedule 1 to and section 99(5) of
the Act permit the FSA to recover fees (including fees relating to payment
services, the issuance of electronic money and, where relevant, FOS levies
and CFEB levies), and section 213(6) permits the FSCS to recover shares of
the FSCS levy payable, as a debt owed to the FSA and FSCS respectively,
and the FSA and the FSCS, as relevant, will consider taking action for
recovery (including interest) through the civil courts. Also, the FOS Ltd (in
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respect of case fees) may take steps to recover any money owed to it
(including interest).

3.1.1 R This chapter applies to every persen person set out in FEES-+12R(H)
column 1 of the Table of application, notification and vetting fees in FEES

3.2.7R.

3.11A R Areference to "firm" in this chapter includes a reference to a fee-paying
payment service provider and a fee-paying electronic money issuer but-rot

one-whichisa-smat-e-money-issuer.

3.1.2 G  This chapter does not apply to ar-EEA-firm-that-wishes-to-exercise-an-EEA
Fight:

(@) an EEA firm that wishes to exercise an EEA right; or

(b) an EEA authorised payment institution; or

(c) an EEA authorised electronic money institution.

3.14 G  Most of the detail of what fees are payable by the persons referred to in
FEES 3.1.3G is set out in FEES 3 Annex 1R — FEES 3 Annex 6R 10R.

3.1.6B G  Application fees for authorisation or registration under the Electronic
Money Regulations are set out in FEES 3 Annex 10R. The fee depends on
whether the firm is an authorised electronic money institution or a small
electronic money institution.

3.25 G (1) The appropriate authorisation or registration fee is an integral part of
an application for, or an application for a variation of, a Part IV
permission or authorisation, registration or variation under the
Payment Services Regulations or the Electronic Money Regulations.
Any application received by the FSA without the accompanying
appropriate fee, in full and without deduction (see FEES 3.2.1R), will
not be treated as an application made, incomplete or otherwise, in
accordance with section 51(3)(a), or section 44, of the Act or
regulation 5(3) or 12(3) of the Payment Services Regulations or
regulation 5 or 12 of the Electronic Money Regulations. Where this is
the case, the FSA will contact the applicant to point out that the
application cannot be progressed until the appropriate fee has been
received. In the event that the appropriate authorisation fee, in full
and without deduction, is not forthcoming, the application will be
returned to the applicant and no application will have been made.
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Table of application, notification and vetting fees
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(1) Fee payer

(2) Fee payable

Due date

(zf) An applicant for a ceding insurer's
waiver.

(za) An applicant for authorisation as an

The amount set out in

On or before the date the

authorised electronic money institution

FEES 3 Annex 10R.

application is made.

under requlation 5 of the Electronic
Money Regulations.

Where an application
only involves a
simple change of
legal status as set out
in FEES 3 Annex 1R
Part 6, the fee
payable is 50% of the
tariff that would
otherwise be payable
in FEES 3 Annex
10R.

(zh) An applicant for reqgistration as a

The amount set out in

On or before the date the

small electronic money institution under

FEES 3 Annex 10R.

application is made.

requlation 12 of the Electronic Money

Where an application

Regulations.

only involves a
simple change of
legal status as set out
in FEES 3 Annex 1R
Part 6, the fee
payable is 50% of the
tariff that would
otherwise be payable
in FEES 3 Annex
10R.

(zi) An application by a small electronic

The amount set out in

On or before the date the

money institution for authorisation as an

FEES 3 Annex 10R.

application is made.

authorised money institution because
requlation 16 of the Electronic Money
Regulations applies.

(z)) An authorised electronic money
institution applying to vary its
authorisation under regulation 8 of the
Electronic Money Regulations.

The amount set out in

On or before the date the

FEES 3 Annex 10R.

application is made.

Page 6 of 9



http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G2637
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/C?definition=G2637
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/A?definition=G2612
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/A?definition=G2612
http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/P?definition=G2621

FSA 2011/6

(zk) A small electronic money institution

The amount set out in

On or before the date the

applying to vary its registration under

FEES 3 Annex 10R.

application is made.

requlation 12 of the Electronic Money
Regulations.

3 Annex 1R Authorisation fees payable

Part 6 — Change of legal status

from an applicant:

An application involving only a simple change of legal status for the purposes of FEES
3.2.7R(a), FEES 3.2.7R(y), and FEES 3.2.7R(za), FEES 3.2.7R(zq) and FEES 3.2.7R(zh) is

Electronic Money Regulations, and

(1) which is a new legal entity intending to carry on the business, using the same business
plan, of an existing firm with no outstanding regulatory obligations cancelling its Part IV
permission; or authorisation or registration under the Payment Services Regulations or the

(2) which is to:

branches (if any), as the firm;

(a) have the same or narrower permission, scope of authorisation or registration under
the Payment Services Regulations or Electronic Money Regulations and the same

(b) assume all of the rights and obligations in connection with any of the regulated
activities, and payment services and electronic money issuance carried on by the firm;

After FEES 3 Annex 9R, insert the following new Annex. The text is not underlined.

3 Annex 10R Fees payable for authorisation as an authorised electronic money
institution or registration as a small electronic money institution or
variation thereof in accordance with the Electronic Money Regulations

Authorisation, registration and variation fees payable

Application type for authorisation, registration or variation under Part Amount payable
2 of the Electronic Money Regulations

(1) small electronic money institution

£1,000
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(2) authorised electronic money institution £5,000

After FEES TP 5 insert the following new transitional provisions. The text is not underlined.

TP 6 Transitional arrangements in relation to the introduction of the Electronic
Money Regulations

6.1 Introduction

6.1.1 G  FEES TP 6 deals with transitional arrangements relating to the introduction
of the Electronic Money Regulations in 2011.

6.2 Application fees

6.2.1 G  Under regulation 74 of the Electronic Money Regulations a person who
before 30th April 2011 issued electronic money in accordance with a Part
IV permission may notify the FSA that it wishes to be authorised as an
authorised electronic money institution or to be registered as a small
electronic money institution. This covers the category of firm called an
ELMI. That category is abolished by the Electronic Money Regulations.

6.2.2 G  No fee under FEES 3 is payable for that notification.

6.2.3 G  Before it was amended by the Electronic Money Regulations, article 9C of
the Regulated Activities Order allowed a small electronic money issuer to
obtain a certificate from the FSA that allowed it to issue electronic money
without being authorised. Regulation 76 of the Electronic Money
Regulations applies to such an issuer. Such an issuer can apply under the
Electronic Money Regulations to become an authorised electronic money
institution or to be registered as a small electronic money institution. If it
does, a fee is payable under FEES 3 in the same way as it is for any other
new application.

Amend the following as shown.

Schedule 4 Powers exercised

Sch4.2 G | The following additional powers have been exercised by the FSA to make
the rules in FEES:

Section 123 (Role of the FSCS) of the Banking Act 2009

Requlation 59 (Costs of supervision) of the Electronic Money
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Regulations

Sch4.4 G | The following additional pewer powers has have been exercised by the FSA
to make the-guidanee guidance in FEES:

Regulation 93 (Guidance) of the Payment Services Regulations

Requlation 60 (Guidance) of the Electronic Money Requlations
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ELECTRONIC MONEY AND PAYMENT SERVICES INSTRUMENT 2011

Powers exercised by the Financial Ombudsman Service Limited

A. The Financial Ombudsman Service Limited makes:

1) the rules and guidance in Annexes A and K to this instrument for licensees
relating to the Consumer Credit Jurisdiction; and

2 the rules, standard terms and guidance in Annexes A and K to this instrument
for VJ participants relating to the Voluntary Jurisdiction;

in the exercise of the following powers and related provisions in the Financial
Services and Markets Act 2000 (“the Act”):

@ section 226A (Consumer Credit Jurisdiction);
(b) section 227 (Voluntary Jurisdiction);
(© paragraph 8 (Guidance) of Schedule 17 (The Ombudsman Scheme);
(d) paragraph 16B (The Consumer Credit Jurisdiction) of Schedule 17;
and
(e) paragraph 18 (The Voluntary Jurisdiction) of Schedule 17.
B. The making of these rules, standard terms and guidance by the Financial Ombudsman

Service Limited is subject to the consent and approval of the Financial Services

Authority.

Powers exercised by the Financial Services Authority

C. The Financial Services Authority makes this instrument in the exercise of the powers
and related provisions in or under:

1) the following sections of the Act:

(a)

(b)
()
(d)
(€)

(f)
(9)
(h)
(i)

)
(k)

section 69 (Statement of policy) as applied by paragraph 1 of Schedule
3 to the Electronic Money Regulations 2011 (“the Regulations™);
section 138 (General rule-making power);

section 156 (General supplementary powers);

section 157(1) (Guidance);

section 169(9) (Investigations etc. in support of overseas regulator) as
applied by paragraph 3 of Schedule 3 to the Regulations;

section 210(1) (Statements of policy) as applied by regulation 53 (6) of
the Regulations;

section 226 (Compulsory Jurisdiction);

section 234 (Industry funding);

section 395(5) (The Authority’s procedures) as applied by paragraph 8
of Schedule 3 to the Regulations;

paragraph 17 (1) (Fees) of Schedule 1; and

paragraph 13 (Authority’s procedural rules) of Schedule 17,
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(2 regulation 49 (Reporting requirements) of the Regulations;

3) regulation 60 (Guidance) of the Regulations;

4 regulation 82 (Reporting requirements) of the Payment Services Regulations
2009 (“the 2009 Regulations™);

5) regulation 93 (Guidance) of the 2009 Regulations; and

(6) the other powers referred to in Schedule 4 to the General Provisions of the
Handbook.

D. The rule-making powers listed above are specified for the purpose of section 153(2)
(Rule-making instruments) of the Act.

Commencement
E. This instrument comes into force as follows:
1) the amendments in Part 1 of Annex A, and Annex M come into force on 10
February 2011;
2 the amendments in Part 3 of Annex A and Part 2 of Annex E come into force
on 30 April 2012;
3) the remainder of the instrument comes into force on 30 April 2011.

Notes

F. In the Annexes to this instrument, the “notes” (indicated by “Note:”) are included for
the convenience of readers but do not form part of the legislative text.

Revocation of the Electronic Money sourcebook (ELM)

G. The provisions of the Electronic Money sourcebook (ELM) are revoked with effect
from 30 April 2012.

Amendments to the Handbook

H. The modules of the FSA’s Handbook of rules and guidance listed in column (1) below
are amended in accordance with the Annexes to this instrument listed in column (2).

1) )

Glossary of definitions Annex A
Principles for Businesses (PRIN) Annex B
Senior Management Arrangements, Systems and Annex C
Controls sourcebook (SYSC)

Threshold Conditions (COND) Annex D
General Provisions (GEN) Annex E
General Prudential sourcebook (GENPRU) Annex F
Prudential sourcebook for Banks, Building Societies and Annex G
Investment Firms (BIPRU)

Conduct of Business sourcebook (COBS) Annex H
Supervision manual (SUP) Annex |
Decision Procedure and Penalties manual (DEPP) Annex J
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Dispute Resolution: Complaints sourcebook (DISP) Annex K
Electronic Money sourcebook (ELM) Annex L

Material outside the Handbook

l. The Perimeter Guidance manual (PERG) is amended in accordance with Annex M to
this instrument.

J. The Building Societies Regulatory Guide (BSOG) is amended in accordance with
Annex N to this instrument.

K. The Enforcement Guide (EG) is amended in accordance with Annex O to this

instrument.
Citation
L. This instrument may be cited as the Electronic Money and Payment Services

Instrument 2011.

By order of the Board of the Financial Ombudsman Service Limited
1 February 2011

By order of the Board of the Financial Services Authority
9 February 2011

Page 3 of 83



FOS 2011/1
FSA 2011/7

Annex A

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 effect on 10 February 2011

Insert the following new definitions in the appropriate alphabetical position. The text is not

underlined.

authorised
electronic money
institution

average
outstanding
electronic money

EEA authorised
electronic money
institution

EEA branch of
an authorised
electronic money
institution

Electronic
Money Directive

electronic money
institution

(in accordance with regulation 2(1) of the Electronic Money
Regulations):

@) a person included by the FSA in the FSA Register as an
authorised electronic money institution pursuant to regulation
4(1)(a) of the Electronic Money Regulations; or

(b) a person deemed to have been granted authorisation by the FSA
by virtue of regulation 74 of the Electronic Money Regulations.

(in accordance with regulation 2(1) of the Electronic Money Regulations)
the average total amount of financial liabilities related to electronic
money in issue at the end of each calendar day over the preceding six
calendar months, calculated on the first calendar day of each calendar
month and applied for that calendar month.

(in accordance with regulation 2(1) of the Electronic Money Regulations)
a person authorised in an EEA State other than the United Kingdom to
issue electronic money and provide payment services in accordance with
the Electronic Money Directive.

(in accordance with regulation 2(1) of the Electronic Money Regulations)
a branch established by an authorised electronic money institution, in the
exercise of its passport rights, to issue electronic money, provide payment
services, distribute or redeem electronic money or carry out other
activities in accordance with the Electronic Money Regulations in an EEA
State other than the United Kingdom.

Directive 2009/110/EC of the European Parliament and of the Council of
16th September 2009 on the taking up, pursuit and prudential supervision
of the business of electronic money institutions, amending Directives
2005/60/EC and 2006/48/EC and repealing Directive 2000/46/EC.

(in accordance with regulation 2(1) of the Electronic Money Regulations)

an authorised electronic money institution or a small electronic money
institution.
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electronic money (1) (except in DISP) any of the following persons when they issue

issuer

Electronic
Money
Regulations

passport right

electronic money:

(@) authorised electronic money institutions;

(b)  small electronic money institutions;

(c) EEA authorised electronic money institutions;
(d) credit institutions;

(e) the Post Office Limited;

()  the Bank of England, the European Central Bank and the
national central banks of EEA States other than the United
Kingdom, when not acting in their capacity as a monetary
authority or other public authority;

(g) government departments and local authorities when acting
in their capacity as public authorities;

(h)  credit unions;

(1)  municipal banks;

(J)  the National Savings Bank.
[Note: article 2(3) of the Electronic Money Directive]
(2) (in DISP) as in (1) but:

(@  excluding credit institutions, credit unions and municipal
banks; and

(b) including a person who meets the conditions set out in
regulation 75(1) or regulation 76(1) of the Electronic
Money Regulations.

the Electronic Money Regulations 2011 (S1 2011/99).

(in accordance with regulation 2(1) of the Electronic Money Regulations)
the entitlement of a person to establish a branch or provide services in an
EEA State other than that in which they are authorised to provide
electronic money issuance services:

@ in accordance with the Treaty on the Functioning of the European
Union as applied in the EEA; and

(b) subject to the conditions of the Electronic Money Directive.
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small electronic  (in accordance with regulation 2(1) of the Electronic Money Regulations)
money institution a person included by the FSA in the FSA Register pursuant to regulation
4(1)(b) of the Electronic Money Regulations.

Amend the following definitions as shown:

agent (in relation to payment services or electronic money) a person who acts on
behalf of a payment institution or an electronic money institution in
providing payment services.

[Note: article 4(22) of the Payment Services Directive]

electronic money (1)

(except in PERG and FEES) Fhe the investment, specified in
article 74A of the Regulated Activities Order (Electronic money),
which is monetary value, as represented by a claim on the issuer,
which is:

(@) stored on an electronic device;
(b) issued on receipt of funds; and

(c) accepted as a means of payment by persons other than the
issuer.

(in PERG and FEES) electronically (including magnetically)
stored monetary value as represented by a claim on the electronic
money issuer which is:

(a) issued on receipt of funds for the purpose of making
payment transactions as defined in Article 4(5) of the
Payment Services Directive; and

(b) accepted by a person other than the electronic money issuer;

but does not include:

(c) monetary value stored on instruments that can be used to
acquire goods or services only:

(i)  inoron the electronic money issuer’s premises; or

(ii)  under a commercial agreement with the electronic
money issuer, either within a limited network of
service providers or for a limited range of goods or
Services; or

(d) monetary value that is used to make payment transactions
executed by means of any telecommunication, digital or IT
device, where the goods or services purchased are delivered
to and are to be used through a telecommunication, digital or
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IT device, provided that the telecommunication, digital or IT
operator does not act only as an intermediary between the
payment service user and the supplier of the goods and

services.
Part 2: Comes into effect on 30 April 2011
Insert the following new definitions in the appropriate alphabetical position. The text is not
underlined.
issuing the activity specified in article 9B of the Regulated Activities Order

electronic money

(Issuing electronic money), which is the activity of issuing electronic
money by:

@) a credit institution, a credit union or a municipal bank; or

(b) a person who is deemed to have been granted authorisation under
regulation 74 of the Electronic Money Regulations or who falls
within regulation 76(1) of the Electronic Money Regulations.

Amend the following definitions as shown:

base currency

CAD investment
firm

Compulsory
Jurisdiction

consumer credit
activity

(2)  (in EEM; GENPRU and BIPRU) (in relation to a firm) the
currency in which that firm's books of account are drawn up.

has the meaning set out BIPRU 1.1.14R (Types of investment firm: CAD
investment firm), which in summary is an investment firm that is subject
to the requirements imposed by MiFID (or which would be subject to
that Directive if its head office were in an EEA State) but excluding a
bank, a building society, an-ELMI; a credit institution, a local and an
exempt CAD firm.

the jurisdiction of the Financial Ombudsman Service to which firms, ard
payment service providers and electronic money issuers (and certain
other persons as a result of the Ombudsman Transitional Order or section
226(2)(b) and (c) of the Act) are compulsorily subject.

any one of the following activities carried on by a licensee, firm, ef
payment service provider or electronic money issuer:

where at the time of the act or omission complained of:

(g) the licensee, firm, er payment service provider or electronic
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money issuer was:

(i)  covered by a standard licence under the Consumer Credit
Act 1974 (as amended); or

(i) authorised to carry on an activity by virtue of section 34(A)
of that Act; or

(iii)  in accordance with regulation 26(2) of the Payment
Services Regulations or requlation 31 of the Electronic
Money Regulations, was not required to hold a licence for
consumer credit business under section 21 of the Consumer
Credit Act 1974; and

the activity was carried on in the course of a business of a type
specified in accordance with section 226A(2)(e) of the Act:

(except in REC) (in accordance with articles 4(1) and 107 of the
BCD):

(@  anundertaking whose business is to receive deposits or
other repayable funds from the public and to grant credits
for its own account; and

(b) . .
E-Money-Directive; [deleted]

but so that:

(c)  (except for the purposes of GENPRU, ELM, BIPRU and
.“ ”.H“.l‘“) ('“II SO EIE*;' {Ias} IIE |ele|ltes o e;fe' ||st|S, ‘E. I|““ 5))-8h

I it £ I I S |
BCDB-is-excluded:and [deleted]

(d)

(in relation to the definition of electronic money issuer) a credit
institution as defined by (1)(a) and includes a branch of the credit
institution within the meaning of Article 4(3) of the Banking
Consolidation Directive which is situated within the EEA and
which has its head office in a territory outside the EEA in
accordance with Article 38 of the Banking Consolidation
Directive.

(e*eep; 'l'" E”GI (a"dl FEES) the "'l"eSEE“Ie"E specified |||Ea’|t|e| I'el

Page 8 of 83



financial
institution

1)

FOS 2011/1
FSA 2011/7

COMCRIC N

{r-PERG-and-FEES) electronically (including magnetically)

stored monetary value as represented by a claim on the electronic
money issuer which is:

@) issued on receipt of funds for the purpose of making
payment transactions as defined in Article 4(5) of the
Payment Services Directive; and

(b) accepted by a person other than the electronic money
issuer;

but does not include:

(©) monetary value stored on instruments that can be used to
acquire goods or services only:

Q) in or on the electronic money issuer’s premises; or

(i) under a commercial agreement with the electronic
money issuer, either within a limited network of
service providers or for a limited range of goods or
services; or

(d) monetary value that is used to make payment transactions
executed by means of any telecommunication, digital or IT
device, where the goods or services purchased are
delivered to and are to be used through a
telecommunication, digital or IT device, provided that the
telecommunication, digital or IT operator does not act only
as an intermediary between the payment service user and
the supplier of the goods and services.

(in accordance with paragraph 5(c) of Schedule 3 to the Act (EEA
Passport Rights: EEA firm) and article 4(5) of the Banking
Consolidation Directive (Definitions)), but not for the purposes of
ELM, GENPRU, BIPRU and INSPRU), an undertaking, other than
a credit institution, the principal activity of which is to acquire
holdings or to carry on one or more of the listed activities listed in
points 2 to 12 and 15 of Annex | to the BCD, which is a subsidiary
of the kind mentioned in article 24 of the BCD and which fulfils
the conditions in that article.
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for the purposes of EEM; GENPRU, BIPRU and INSPRU and in
accordance with Articles 1(3) (Scope) and 4(5) (Definitions) of
the Banking Consolidation Directive) the following:

@ an undertaking, other than a credit institution, the principal

activity of which is to acquire holdings or to carry on one
or more of the listed activities listed in points 2 to 12 and
15 of Annex | to the Banking Consolidation Directive
including the services and activities provided for in
Sections A and B of Annex | of the MiFID when referring
to the financial instruments provided for in Section C of
Annex | of that Directive;

(b) (for the purposes of consolidated requirements) those

institutions permanently excluded by Article 2 of the
Banking Consolidation Directive (Scope), with the
exception of the central banks of EEA States;-and

) (for the purposes of ELM) an asset management company.

(lEEM; GENPRU and BIPRU) (in relation to a firm) any currency other
than the base currency.

the public record, as required by section 347 of the Act (The public
record) and, regulation 4 of the Payment Services Regulations (The
register of certain payment service providers) and regulation 4 of the
Electronic Money Regulations, of every:

@

(aa) authorised payment institution and its EEA branches;

(ab) small payment institution;

(ac) agent of an authorised payment institution or small payment
institution;

(aca) authorised electronic money institution and an EEA branch of
an authorised electronic money institution;

(acb) small electronic money institution;

(acc) agent of an authorised electronic money institution or small
electronic money institution;

(ad) credit union, municipal bank and the National Savings Bank

where such persons provide a payment service or issue
electronic money;
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(in EEM-7-and BIPRU and in relation to any person) has the
same meaning as in paragraph (1), with the omission of (1)(e).

a person, other than an exempt person era-persen-who-has-been-given-a
warveraceordance-with-articte-8{1)-otthe E-Meney-Bhective, who:

(@)

(b)

1)

)

(2)

provides an electronic commerce activity, from an establishment
in an EEA State other than the United Kingdom, with or for an
ECA recipient present in the United Kingdom; and

is a national of an EEA State or a company or firm mentioned in
article 54 of the Treaty.

: Vi - ” leulation i
2.4.2R (Calculation of initial capital and own funds). [deleted]

a parent undertaking, other than an insurance undertaking, the
main business of which is to acquire and hold participations in
subsidiary undertakings and which fulfils the following
conditions:

(@) its subsidiary undertakings are either exclusively or
mainly insurance undertakings; and

(b) at least one of those subsidiary undertakings is an insurer
or an EEA firm that is a regulated insurance entity or a
reinsurance undertaking;

a parent undertaking, other than an insurance undertaking, that
fulfils the conditions in paragraphs (1)(a) and (b) of this
definition is not an insurance holding company if:

(c) itis amixed financial holding company; and

(d) notice has been given in accordance with Article 4(2) of
the Financial Groups Directive that the financial
conglomerate of which it is a mixed financial holding
company is a financial conglomerate.

For the purposes of:

(@) the definition of the insurance sector;

(b) EbEM:-and [deleted]

(c) the definition of material insurance holding;
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paragraph (1)(b) of this definition does not apply.

(subject to BIPRU TP 1.3R (Revised definition of investment
management firm for certain transitional purposes)), a firm whose
permitted activities include designated investment business, which is not
an authorised professional firm, bank, BIPRU investment firm, EEM;
building society, credit union, energy market participant, friendly
society, ICVC, insurer, media firm, oil market participant, service
company, incoming EEA firm (without a top-up permission), incoming
Treaty firm (without a top-up permission), UCITS management company
or UCITS qualifier (without a top-up permission), whose permission does
not include a requirement that it comply with IPRU-INV 3 or IPRU-INV
13 (Personal investment firms) and which is within (a), (b) or (c):

) : : : :
tin EEII"I) the I_elwen te! .t‘“’ez ealpltal o aIIFE.E.lu_||IGa|GH. Ialted 'I“

funds)- [deleted]
1) '
24 1H7R-(Material-holdings): [deleted]

(2) (for the purposes of GENPRU and BIPRU) has the meaning in
GENPRU 2.2.209R (Deductions from tiers one and two:
Material holdings (BIPRU firm only)).

2 fr-ELMY-the-owntunds-of-an-ELMI-calewlated-in-nceordanee
" 4 (Caleulat  initial canital and funds).
[deleted]

Q) an-ELM-in-relation-to-issuing-e-money. [deleted]

(for the purposes of EEM; UPRU and GENPRU and for the purposes of
BIPRU and INSPRU as they apply on a consolidated basis):

(1)  (except in DISP) (in accordance with regulation 2(1) of the
Payment Service Regulations) any of the following persons when
they carry out a payment service:

@) an authorised payment institution;
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(b) a small payment institution;

() an EEA authorised payment institution;
(d) a full credit institution;

(e) an e-meney-issuer electronic money issuer;

2 (in DISP and FEES 5.5) as in (1) but excluding a full credit
institution and-an-e-meney-firm.

(subject to BIPRU TP 1 (Revised definition of personal investment firm
for certain transitional purposes)) a firm whose permitted activities
include designated investment business, which is not an authorised
professional firm, bank, BIPRU investment firm, EEMY; building society,
credit union, energy market participant, friendly society, ICVC, insurer,
media firm, oil market participant, service company, incoming EEA firm
(without a top-up permission), incoming Treaty firm (without a top-up
permission), UCITS management company or UCITS qualifier (without a
top-up permission), whose permission does not include a requirement
that it comply with IPRU(INV) 3 (Securities and futures firms) or 5
(Investment management firms), and which is within (a), (b) or (c):

1)
{iguid-assets)- [deleted]

(2)  (for the purposes of BIPRU) a debt security that satisfies the
conditions in BIPRU 7.2.49R (Definition of a qualifying debt
security).

(1) (in DISP) a firm (except a UCITS qualifier), payment service
provider, electronic money issuer, licensee or VJ participant
covered by the Compulsory Jurisdiction, Consumer Credit
Jurisdiction or Voluntary Jurisdiction of the Financial
Ombudsman Service.

2 (in DISP 2 and 3) includes, as a result of sections 226 and 226A
of the Act:

@ an unauthorised person who was formerly a firm in
respect of a complaint about an act or omission which
occurred at the time when the firm was authorised,
provided that the compulsory jurisdiction rules were in
force in relation to the activity in question; and

(b) a person who was formerly a licensee in respect of a
complaint about an act or omission which occurred at
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the time when it was a licensee, provided the complaint
falls within a description specified in the consumer
credit rules in force at the time of the act or omission;

() a person who was formerly a payment service provider
in respect of a complaint about an act or omission
which occurred at the time when it was a payment
service provider, provided that the compulsory
jurisdiction rules were in force in relation to the activity
in guestion; and

(d) a person who was formerly an electronic money issuer
in respect of a complaint about an act or omission
which occurred at the time when it was an electronic
money issuer, provided that the compulsory jurisdiction
rules were in force in relation to the activity in question.

(subject to BIPRU TP 1 (Revised definition of securities and futures firm
for certain transitional purposes)) a firm whose permitted activities
include designated investment business, which is not an authorised
professional firm, bank, BIPRU investment firm (unless it is an exempt
BIPRU commodities firm) ELEMY; building society, credit union, friendly
society, ICVC, insurer, media firm, service company, incoming EEA firm
(without a top-up permission), incoming Treaty firm (without a top-up
permission), UCITS management company or UCITS qualifier (without a
top-up permission), whose permission does not include a requirement that
it comply with IPRU(INV) 5 (Investment management firms) or 13
(Personal investment firms), and which is within (a), (b), (c), (d), (e), (f)
or (9):

1) ) . . .
(".' lEI:I“I) “'e. HEEI elnelea_pltal £9_| 2 EI I:I“”. ealleullatesl ”'ﬁ aeel ezlldanee
[deleted]

(1) . . . .
(".' lEI:I“I) “'e. HEEI tlwelea_pltal f.l ah EI I:I“”. eal Ieullateel ”; aeel 9; |.da||ee
[deleted]

(1) (rELM)the-upper-tiertwocapital-ofanELMI-caleulated-in
I o 4 (Caleulat ¢ initial canital
funds). [deleted]

Delete the following definitions. The deleted text is not shown.
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absolute FX exposure limit
consolidated sub-group
consumer e-money card
consumer e-money device
consumer e-money holder

daily e-money outstandings amount
EEA consolidated group

EEA financial parent undertaking
EEA group large exposure

EEA group risk own funds

EEA group risk own funds requirement
ELM financial rules

ELMI

e-money

E-Money Directive

e-money electronic device
e-money firm

e-money float

e-money float exposure

e-money issue price

e-money issuer

e-money outstandings

e-money scheme rules

financial services undertaking

FX exposure

FX exposure limit

granting an e-money permission
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group of closely related counterparties
issuing e-money

large e-money float exposure

net FX open currency position

own funds requirement

qualifying liquid asset

redemption right

regulatory capital resources

relevant financial services company
reportable large exposure

sufficiency liquid

UK consolidated group

UK financial parent undertaking

UK group large exposure

UK group risk own funds

UK group risk own funds requirement
zero weighted asset

Zone A credit institution

Part 3: Comes into effect on 30 April 2012

Delete the following definitions. The deleted text is not shown.

ELM
small e-money issuer

small e-money issuer certificate
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Annex B
Amendments to the Principles for Businesses (PRIN)

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

3.1.8 G  The Principles will not apply to the extent that they purport to impose an
obligation which is inconsistent with the Payment Services Directive or the
Electronic Money Directive. For example, there may be circumstances in
which Principle 6 may be limited by the harmonised conduct of business
obligations applied by the Payment Services Directive and Electronic Money
Directive to credit institutions and-e-meney-issuers (see Parts 5 and 6 of the
Payment Services Regulations and Part 5 of the Electronic Money
Regulations).
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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.

12.1 Application

12.1.1 R Subject to SYSC 12.1.2R to SYSC 12.1.4R, this section applies to each of the
following which is a member of a group:

1) a firm that falls into any one or more of the following categories:

(b) an-ELMY; [deleted]

BIPRU firms and other firms to which BIPRU 8 applies

12.1.14 R SYSC 12.1.13R applies to a firm that is:
1) an-ELMI; [deleted]

12.1.15 R Inthe case of a firm that:
1) is ar-EEMI-er a BIPRU firm; and
(2 has a mixed-activity holding company as a parent undertaking;

the risk management processes and internal control mechanisms referred to
in SYSC 12.1.8R must include sound reporting and accounting procedures
and other mechanisms that are adequate to identify, measure, monitor and
control transactions between the firm's parent undertaking mixed-activity
holding company and any of the mixed-activity holding company's
subsidiary undertakings.
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Annex D

Amendments to the Threshold Conditions (COND)

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

2.1 Threshold condition 1: Legal status

211 UK Paragraph 1, Schedule 6 to the Act

1)

If the regulated activity concerned is the effecting or carrying out of
contracts of insurance the authorised person must be a body
corporate (other than a limited liability partnership), a registered
friendly society or a member of Lloyd's.

)

If the person concerned appears to the [FSA] to be seeking to carry
on, or to be carrying on, a regulated activity constituting accepting

deposits erissuing-electronic-meney, it must be-

(@)

a body corporate; or

(b)

a partnership.

2.13 G
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Annex E
Amendments to the General Provisions (GEN)
In this Annex, underlining indicates new text and striking through indicates deleted text.

Part 1: Comes into force on 30 April 2011

131 G  The FSA recognises that there may be occasions when, because of a
particular emergency, a person (generally a firm, but in certain
circumstances, for example in relation to price stabilising rules ersmal-e-
meney-issuerrules, an unauthorised person) may be unable to comply with
a particular rule in the Handbook. The purpose of GEN 1.3.2R is to provide
appropriate relief from the consequences of contravention of such a rule in
those circumstances.

51.1 G  This chapter contains:

1) guidance for firms and, authorised payment institutions; and
authorised electronic money institutions and their appointed
representatives, agents or tied agents on the circumstances in which
the FSA permits them to reproduce the FSA logo;

5 Annex 1G Licence for use of the FSA and keyfacts logos

Application

1.1 The FSA grants this licence to firms, authorised payment institutions, authorised
electronic money institutions, appointed representatives, agents and tied agents.

Permission to use the FSA logo

3.1 A UK domestic firm, its appointed representatives and tied agents, and an
authorised payment institution and its agents and an authorised electronic money
institution and its agents are permitted to use the FSA logo:

(1) | as part of a statement by that person, in a letter or electronic equivalent, that
it or, in relation to an appointed representative, agent or tied agent, its
principal, is authorised and regulated by the FSA; or

(2) | if required to do so by the FSA.
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Powers exercised

The following additional powers have been exercised by the FSA to make the
rules in GEN:

Regulation 92 (Costs of eemphanee supervision) of the Payment Services
Regulations

Requlation 49 (Reporting requirements) of the Electronic Money
Requlations

Requlation 59 (Costs of supervision) of the Electronic Money Regulations

The following powers and related provisions in the Act have been exercised by
the FSA to issue the parts of the statements in GEN:

Section 69 (Statement of policy) (including as applied by paragraph 1 of
Schedule 5 to the Payment Services Regulations and paragraph 1 of
Schedule 3 to the Electronic Money Regulations)

Section 169(9) (Investigations etc in support of overseas regulator)
(including as applied by paragraph 3 of Schedule 5 to the Payment
Services Regulations and paragraph 3 of Schedule 3 to the Electronic
Money Regulations)

Section 210 (Statements of policy) (including as applied by regulation
86(6) of the Payment Services Regulations and regulation 53 (6) of the
Electronic Money Regulations)

Section 395 (The Authority’s procedures) (including as applied by
paragraph 7 of Schedule 5 to the Payment Services Regulations and
paragraph 8 of Schedule 3 to the Electronic Money Regulations)

The following additional powers and related provisions have been exercised by
the FSA to issue the parts of the statements in GEN:
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Regulation 93 (Guidance) of the Payment Services Regulations
Regulation 60 (Guidance) of the Electronic Money Regulations
Sch 4.7G
Sch The following additional powers and related provisions have been exercised by
4.7AG the FSA in GEN to direct, require or specify:
Regulation 49 (Reporting requirements) of the Electronic Money
Requlations
Sch The following additional powers have been exercised by the FSA to make the
4.10G other guidanee guidance in GEN:
Regulation 60 (Guidance) of the Electronic Money Regulations

Part2: Comes into force 30 April 2012

Schedule 4  Powers exercised

Sch 4.2G | The following powers and related provisions in or under the Act have been
exercised by the FSA to make the rules in GEN:

12 N t'leles QGI '(I ©b ta”'l'“g. ”"9”';&?9“ From-certified pensl_ens Ete;) a'ﬁ'dl SH
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Sch 4.7G | The following powers and related provisions in the Act have been exercised by
the FSA in GEN to direct, require or specify:

A “.eﬁl.es 9b-6 ‘ppl'ea}'e'ﬁ'slle' ee|t||||eatles) and 9F-{ eel"eea“e“ of
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Annex F

Amendments to the General Prudential sourcebook (GENPRU)

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

3Annex 1R  Capital adequacy calculations for financial conglomerates (GENPRU
3.1.26R and GENPRU 3.1.29R)

7 Table

9 Table: PART 6: Definitions used in this Annex

Solo capital
resources
requirement:
Banking
sector and
investment
service sector

6.2

(3) The solo capital resources requirement of an e-
moeney-issuer electronic money institution is the capital
resources requirement that applies to it under the
Electronic Money Regulations.:

. I lios to. it ued ;

: ,
(b)-tin-any other case) the capital esources
Fequirement that would appll_y tel Hdnder lEE.M III 'E.
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Annex G

Amendments to the Prudential sourcebook for Banks, Buildings Societies and

Investment Firms (BIPRU)

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

8.1.1

R

This chapter applies to:

1)
()
(3)

(4)

a BIPRU firm that is a member of a UK consolidation group;

a BIPRU firm that is a member of a non-EEA sub-group; and

EEA-sub-group-i-that-greup-includesa-BIRPRU-firm:-and [deleted]

a firm that is not a BIPRU firm and is a parent financial holding
company in a Member State in a UK consolidation group.
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Annex H

Amendments to the Conduct of Business sourcebook (COBS)

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

1.1.1A

-
[EEN
[N
w

4.1.1A

o
~
w

15.1.1

R

|70

|70

|70

G

This sourcebook does not apply to a firm with respect to the activity of
accepting deposits carried on from an establishment maintained by it, or its
appointed representative, in the United Kingdom, except for COBS 4.6
(Past, simulated past and future performance), COBS 4.7.1R (Direct offer
financial promotions), COBS 4.10 (Systems and controls and approving and
communicating financial promotions), COBS 13 (Preparing product
information) and COBS 14 (Providing product information to clients) which
apply as set out in those provisions, COBS 4.1 and the Banking: Conduct of
Business sourcebook (BCOBS).

COBS 4.4.3R, COBS 5 (Distance communications), COBS 15.2 (The right to
cancel), COBS 15.3 (Exercising a right to cancel), COBS 15.4 (Effects of
cancellation) and COBS 15 Annex 1 (Exemptions from the right to cancel)
apply to a firm with respect to the activity of issuing electronic money as set
out in those provisions.

COBS 4.4.3R applies to a firm with respect to the activity of issuing
electronic money.

To ensure that a firm pays due regard to the information needs of its clients,
and communicates information to them in a way which is clear, fair and not
misleading with respect to the activity of issuing electronic money, a firm
must ensure that, in good time before the firm issues electronic money to a
person, it has been communicated to that person on paper or in another
durable medium that the compensation scheme does not cover claims made
in connection with issuing electronic money.

This chapter is relevant to a firm that enters into a contract cancellable under
this chapter. In summary, this means it is relevant to:

Q) most providers of retail financial products that are based on
designated investments; and

2 firms that enter into distance contracts with consumers that relate to
designated investment business; and

(3)  firms that enter into distance contracts the making or performance of
which by the firm constitutes, or is part of, the activity of issuing

Page 27 of 83



electronic money.

Cancellable contracts

15.2.1 R

FOS 2011/1
FSA 2011/7

A consumer has a right to cancel any of the following contracts with a firm:

Cancellable contract

Cancellation
period

Supplementary provisions

Non-life/pensions (at a distance):

a distance contract, relating to ...

« accepting deposits

» designated investment business

14 calendar days

Exemptions may apply (see COBS
15 Annex 1)

* issui

ng electronic money

TP 2 Other Transitional Provisions

(1) ) ®3) (4) (%) (6)
Materials to Transitional provision Transitional | Handbook
which the provisions: | provisions:
transitional dates in coming into
provision applies force force
2.15 | The changes to R | Inrelation to a person deemed | 30 April 30 April
COBS set out in to have been granted 2011 2011

Annex H of the
Electronic Money
and Payment
Services
Instrument 2011

authorisation by virtue of
regulation 74 of the Electronic
Money Regulations, the
changes effected by the Annex
listed in column (2) do not
apply and COBS 5 and COBS
15.3.1R, COBS 15.3.4R and
COBS 15.4, as they were in
force as at 29 April 2011, will
apply from 30 April 2011 for
as long as that person is
deemed to be authorised by
virtue of regulation 74 of the
Electronic Money Regulations.
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Amendments to the Supervision manual (SUP)

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

3 Auditors
3.1 Application
3.1.2 R Applicable sections (see SUP 3.1.1R)

(1) Category of firm

(2) Sections applicable

(3) Sections

to the firm applicable to its
auditor
SUP 3.8
13A Annex 1G Application of the Handbook to Incoming EEA Firms

(1)
Module of
Handbook

(2) Potential application to an incoming
EEA firm with respect to activities
carried on from an establishment of the
firm (or its appointed representative) in
the United Kingdom

(3) Potential application to
an incoming EEA firm
with respect to activities
carried on other than from
an establishment of the
firm (or its appointed
representative) in the
United Kingdom

IPRU
(BANK)

Only the following apply, and only if the
firm is a credit institution etherthanan
EIEGE'.G'"G moRey nstitution-within-the
MEanng _eI o _tlele HE)a)-of tl_ne E
lhleneﬁ_y Eﬁ ||eet||ue that Ilals the HY l.'t 0
arrangements under the Banking
ConsolidationDirective (IPRU(BANK)

Does not apply. But if the
firm is a credit institution
whose notification to the
FSA of its intention to
provide services in the
United Kingdom covers
services provided through
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154.1
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16.1

16.1.1

16.1.1A

16.1.3
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3.2.1R): a branch, see column (2).
(1) IPRU(BANK) 3.5.1R; and
(2) IPRU(BANK) chapters LM and LS.

Notified persons

R

(1) An overseas firm, which is not an incoming firm, must notify the FSA
within 30 business days of any person taking up or ceasing to hold the
following positions:

(© for a bank eran-ELMH: the two or more persons who
effectively direct its business in accordance with SYSC 4.2.2R

and ELM 5.3.1R, respectively;

Reporting requirements

Application

R This chapter applies to every firm within a category listed in column (2) of the
table in SUP 16.1.3R and in accordance with column (3) of that table.

D  The directions and guidance in SUP 16.13 apply to an authorised payment
institution and a small payment institution.

D  Thedirections and guidance in SUP 16.15 apply to electronic money issuers
that are not credit institutions.

R Application of different sections of SUP 16 (excluding SUP 16.13 and SUP

16.15)

@ (2) Categories of firm to which (3) Applicable rules
Section(s) section applies and guidance
SUP 16.6 Bank;-ELM SUP 16.6.4R to SUP
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16.6.5R

SUP 16.7 Bank, other than an EEA bank with SUP 16.7.7R to SUP
permission for cross border services | 16.7.15R
only.

Note 1 = Where an authorised professional firm is required by IPRU(INV)
2.1.2R(1) to comply with chapter 3, 5, 10 or 13 of IPRU(INV), section SUP
16.7 applies to such a firm as if it were the relevant firm category in the right
hand column of IPRU(INV) 2.1R.

Note 2 = The application of SUP 16.13 is set out under SUP 16.13.1G and the
application of SUP 16.15 is set out under SUP 16.15.1G.

Structure of the chapter

16.3.2 G  This chapter has been split into the following sections, covering:

(10)  reporting under the Payment Services Regulations; and
(11) client money and asset return (SUP 16.14); and

(12) reporting under the Electronic Money Requlations.

[Editor’s Note: sub-paragraph (11) was added by FSA 2010/52 and
comes into force on 1 June 2011.]

16.6 Compliance reports

Application

16.6.2 G  Applicable provisions of this section (see SUP 16.6.1G)

Category of firm Applicable provisions
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BankEEM SUP 16.6.4R - SUP 16.6.5R

Banks

16.6.4 R A bank and-ar-EEMI must submit compliance reports to the FSA in
accordance with SUP 16.6.5R.

16.6.5 R Compliance reports from a bank and-an-ELMH (see SUP 16.6.4R)

16.12 Integrated Regulatory Reporting

Reporting requirement

16.12.4 R  Table of applicable rules containing data items, frequency and submission

periods
1) ) 3 (4)
RAG Regulated Activities Provisions containing
number
applicable reporting Due date
data items frequency/
period
RAG 1 * accepting deposits SUP SUP 16.12.6R SUP
iSStH i 16.12.5R 16.12.7R
* meeting of repayment claims
» managing dormant account
funds (including the
investment of such funds)

Regulated Activity Group 1

16.12.5 R  The applicable data items and forms or reports referred to in SUP 16.12.4R
are set out according to firm type in the table below

Description | Prudential category of firm, applicable data items and reporting format (Note 1)
of data
item
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UK Building | Non-EEA | EEA bank | EEA bank Credit | Dormant
bank society bank union | account
fund
operator
(note 15)
Annual No No No
reportand | standard standard standard
accounts format format, format
but in
English
Balance
sheet
Income
statement
Capital
adequacy
Market risk
Large
exposures
Liquidity
(other than
stock)
ELMH
guestions
Non-EEA
sub-group
16.12.7 R  The applicable due dates ...

Note 1

Applicable to UK banks; and dormant account fund operators and

electronic money institutions.
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Purpose

16.13.2 G  The purpose of this section is to give directions to authorised payment
institutions and small payment institutions under regulation 82 (Reporting
requirements) of the Payment Services Regulations in relation to:

16.13.2A G The purpose of this section is also to set out the rules applicable to
authorised payment institutions and small payment institutions in relation to
complete and timely reporting and failure to submit reports.

Reporting requirement

16.13.3 D (1) An authorised payment institution or a small payment institution
must submit to the FSA FSA the duly completed return applicable
to it as set out in column (2) of the table in SUP 16.13.4D.

16.13.3A D SUP 16.3.11R (Complete reporting) and SUP 16.3.13R (Timely reporting)
also apply to authorised payment institutions and small payment institutions
as if a reference to firm in these rules were a reference to authorised
payments institutions and small payment institutions.

16.13.3B R SUP 16.3.14R (Failure to submit reports) also applies to authorised payment
institutions and small payment institutions as if a reference to firm in this rule
were a reference to authorised payments institutions and small payment
institutions

After SUP 16.14 insert the following new section. The text is not underlined.
[Editor’s Note: SUP 16.14 was added by FSA 2010/52 and comes into force on 1 June 2011.]
16.15 Reporting under the Electronic Money Regulations

Application

16.15.1 G  This section applies to electronic money issuers that are not credit institutions
(see SUP 16.1.1BD).

Purpose

16.15.2 G  The purpose of this section is to give directions to the electronic money
issuers referred to in SUP 16.1.1BD under regulation 49 (Reporting
requirements) of the Electronic Money Regulations in relation to:

@ the information in respect of their issuance of electronic money and
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16.15.3

16.15.4

16.15.5

16.15.6

16.15.7

16.15.8
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provision of payment services and their compliance with
requirements imposed by or under Parts 2 to 5 of the Electronic
Money Regulations that they must provide to the FSA; and

(2) the time at which and the form in which they must provide that
information.

G  The purpose of this section is also to set out the rules applicable to these
types of electronic money issuers in relation to complete and timely
reporting and, where relevant, the failure to submit reports.

Reporting requirement

D  An electronic money issuer that is not a credit institution must submit to the
FSA:

(1) the duly completed return applicable to it as set out in column (2)
of the table in SUP 16.15.8D; and

(2) the return referred to in (1):

@ in the format specified as applicable in column (3) of the
table in SUP 16.15.8D;

(b) at the frequency and in respect of the periods specified in
column (4) of that table;

(© by the due date specified in column (5) of that table; and
(d) by electronic means made available by the FSA where
necessary.

D SUP 16.4.5R (Annual Controllers Report) and SUP 16.5.4R (Annual Close

Links Reports) apply to an authorised electronic money institution as if a
reference to firm in these rules were a reference to an authorised electronic
money institution.

D SUP 16.3.11R (Complete reporting) and SUP 16.3.13R (Timely reporting)

apply to an authorised electronic money institution and a small electronic
money institution as if a reference to firm in these rules were a reference to
an authorised electronic money institution and a small electronic money
institution.

R SUP 16.3.14R (Failure to submit reports) also applies to an authorised

electronic money institution and a small electronic money institution as if a
reference to firm in these rules were a reference to an authorised electronic
money institution and a small electronic money institution.

D  The table below sets out the format, reporting frequency and due date for

submission in relation to regulatory returns that apply to electronic money
issuers that are not credit institutions.
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1) ) ®) (4) (®)
Type of Return Format Reporting Due date (Note 4)
electronic Frequency
money
issuer
Authorised Balance sheet FSA059 Half yearly (Note 3) | 30 business days
electronic
money
institution
(Note 1)
Income statement | FSA060 Half yearly (Note 3) | 30 business days
Capital FSA061 Half yearly (Note 3) | 30 business days
requirements
Safeguarding FSA062 Half yearly (Note 3) | 30 business days
Supplementary FSA063 Half yearly (Note 3) | 30 business days
information
Annual reportand | No Annual (Note 3) 80 business days
accounts standard
format
Small Return FSA064 Half yearly (note 5) | 30 business days
electronic
money
institutions
(Note 2)
Total electronic FSA065 Annual (Note 5) 1 month
money outstanding
@ 31st December
Annual reportand | No Annual (Note 5) 80 business days
accounts standard
format
(a) the Post | Average No Half yearly (Note 6) | 30 business days
Office outstanding standard
Limited electronic money format

(b) the Bank
of England,
the ECB and
the national
central
banks of
EEA States
other than
the United
Kingdom

(©)
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Government

departments

and local

authorities

(d) credit

unions

(€)

municipal

banks

() the

National

Savings

Bank

Note 1 When submitting the completed returns required, the authorised electronic
money institution must use the format of the returns set out in SUP 16 Annex
30AD to SUP 16 Annex 30ED.

Note 2 When submitting the completed returns required, the small electronic money
institution must use the format of the returns set out in SUP 16 Annex 30FD
to SUP 16 Annex 30GD.

Note 3 Where the authorised electronic money institution’s reporting frequency is
half yearly or annual, this field is calculated from the authorised electronic
money institution’s accounting reference date.

Note 4 The due dates for returns are the last day of the periods given in column (5) of
the table above following the relevant reporting frequency period set out in
column (4) of the table above.

Note 5 The reporting frequency in relation to FSAQ065 is calculated from 31
December each calendar year. Otherwise, where the small electronic money
institution’s reporting frequency is half yearly or annual, this field is
calculated from the small electronic money institution’s accounting reference
date.

Note 6 This is calculated from 31 December each calendar year.

After SUP 16 Annex 29R insert the following new Annexes. The text is not underlined.

16 Annex 30D Electronic money: returns

The returns for electronic money institutions are set out in SUP 16 Annex 30AD to 16 Annex
GD. [Editor’s Note: SUP 16 Annex 29R was added by FSA 2010/52 and comes into force on
1 June 2011.]
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16 Annex 30AD Authorised electronic money institutions - balance sheet return

FSA059 Authorised electronic money institutions - balance sheet

I:I Please select £ or €

Currency

Currency units

1 Cash ]
2 Secure low-risk liquid assets ]
3 Material holdings in financial institutions ]
4 Investments in own shares ]
5 Other current assets ]
6 Intangible assets ]
7 Other fixed assets ]
8 Total assets ]
9 Electronic money outstandings

10 o/w electronic money issue price

11 Other current liabilities
12 Non current liabilities (excluding provisions)

13 Paid up share capital

14 Share premium account ]
15 Audited reserves (excluding revaluations) ]
16 Externally verified interim profits ]

17 Partnership capital
18 Initial capital

19 Interim net losses
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20 Revaluation reserves ]
21 Own Funds ]
22 Subordinated debt capital ]
23 Provisions ]
24 Unaudited current year's profits ]
25 Total liabilities ]
16 Annex 30BD Authorised electronic money institutions - income statement

FSA060 Authorised electronic money institutions - income statement

Currency |:| Please select £ or €

Currency units
Income (including regulated business A
revenue)

1 Total income ]
EXxpenses

2 Total expenses

3 Tax expense :

4 Dividends

5 Extraordinary items ]
6 Retained Profit ]

16 Annex 30 CD Authorised electronic money institutions - capital requirements
return

FSAQ061 Authorised electronic money institutions - capital requirements

Currency I:l Please select £ or €
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Currency units
The firm completing this is subject to the capital rules for
A
Electronic money issuance and related payment .
services only (Answer Yes or No) If 'yes' complete Part
One, Section 1 only.
Electronic money issuance, related payment If 'yes' complete
services and unrelated payment services (Answer both Part One,
Yes or No) Sections 1 and 2.
PART ONE: CAPITAL REQUIREMENT
Section 1 (electronic money business)
Initial capital requirement 350 Min €350,000
Own funds requirement
Total own funds ]
Electronic money outstandings at periodend [ |
Average daily outstanding electronic money at
the end of each calendar day over preceding 6
months
Own funds requirement 2% of average

outstanding
electronic money

figure (field A7)
Total capital requirement (higher of initial
capital and own funds requirements)
Section 2 (electronic money institutions
engaged in unrelated payment services)
Please indicate which method your firm uses to Select one method
calculate its own funds requirement only — A, B or C and

complete the relevant
section below.

Method A (Fixed overheads method)

Total fixed overheads for preceding year ]
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13
14
15

16
17
18
19

20
21

22
23
24
25
26

27
28
29
30
31
32

33
34

35
36

Own funds requirement (10% of fixed
overheads for preceding year)

Method B (Scaled average monthly payment method)

Total payment volume (in Euro)

4% of first €5m of payment volume

2.5% of payment volume between €5m and
€10m

1% of payment volume between €10m and
€100m

0.5% of payment volume between €100m and
€250m

0.25% of any remaining payment volume
Total

Scaling factor

Own funds requirement

Method C (Scaled income method)
Relevant Indicator

Interest income

Interest expenses

Gross commissions and fees received
Gross other operating income

Total Relevant Indicator

Multiplication Factor

10% of the first €2.5m of the total relevant
indicator

8% of the total relevant indicator between
€2.5m and €5m

6% of the total relevant indicator between €5m
and €25m

3% of the total relevant indicator between
€25m and €50m

1.5% of any remaining amount of the total
relevant indicator

Total

Scaling factor

Own funds requirement

Total capital requirement
Initial capital requirement from Section 1 (X)

Own funds requirement from Section 1 + own
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37

38
39
40
41
42
43
44

45
46
47

48

49
50
51
52
53
54
55

56
57
58
59
60

funds requirement calculated using methods A,
BorC (Y)
Total capital requirement (higher of X and Y)

Part Two: TOTAL CAPITAL RESOURCES

Paid up capital

Reserves

Retained profit/loss

Revaluation reserves

Eligible general or collective provisions
Eligible securities and instruments
Cumulative preference shares (other than fixed
term)

Eligible members' commitments

Eligible borrowers' commitments
Eligible fixed term cumulative preference
shares and subordinated loans

Total resources

Deductions

Own shares at book value
Intangible assets

Material losses

Deductible holdings of shares
Deductible participations
Deductible instruments

Total deductions

Total capital resources

Period end £/€ exchange rate used

Total capital resources (Euro equivalent)
Total capital requirement (in Euro)
Capital surplus/deficit (in Euro)
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16 Annex 30DD Authorised electronic money institutions — safeguarding return

FSA062 Authorised electronic money institutions - safeguarding return

METHOD OF SAFEGUARDING OF CLIENT ASSETS

A B C
Mark X’ inall Electronic Unrelated Name of institution/
appropriate boxes in money payment custodian/insurer
columns A & B services

1 Placed in a separate
account with an
authorised credit
institution

2 Invested in approved
secure low-risk
liquid assets held in
a separate account
with an authorised
custodian

3 Covered by an
insurance policy
with an authorised
insurer

4 Covered by a
guarantee from an
authorised insurer

5 Covered by a
guarantee from an
authorised credit
institution
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16 Annex 30ED Authorised electronic money institutions - supplementary
information

FSA063 Authorised electronic money institutions - supplementary
information

Yes/No Explanation if No

1 Have the firm's own funds been
equal to or greater than its own
funds requirement throughout
the reporting period?

2 Have all funds received from
customers been immediately
segregated and safeguarded
throughout the reporting period?

3 Please report the number of
electronic money accounts open
with the firm at the end of the
reporting period.

4 Please report the number of
agents the firm was responsible
for at the end of the reporting
period

Audited Accounts

5 If your firm is incorporated, does it qualify for the
Companies House small firms exemption from having its
accounts audited? Please answer ‘yes’ or ‘no’.

6 If your firm is required to submit audited accounts, please

report the date on which your accounts were last audited.
Please enter date

7 Is your firm a ‘hybrid’ firm conducting other non-
regulated business with an obligation to submit separate
accounts for its electronic money and payment services
business? Please answer ‘yes’ or ‘no’.

8 If you have answered ‘yes’ to 7 above, please enter the
date these accounts were last submitted to us. Please enter
date
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16 Annex 30FD Small electronic money institution return

FSA064 Small electronic money institution return

oo

Section 1: Capital Adequacy A

(**Full completion of Section 1 of this return is only required if the actual or, where
applicable, projected figure for ‘average outstanding electronic money’ in respect of
the relevant period is equal to or exceeds €500,000. If the figure is below this
threshold the capital requirement does not apply and figures for fields A3 and A4
only should be entered.**)

Currency Please select £ or €
Currency units Thousands

PART ONE: CAPITAL REQUIREMENT

Initial capital requirement 2% of average
outstanding
electronic money
figure (A4)

Own funds requirement

Total own funds ]

Electronic money outstandings at periodend | |

Average outstanding electronic money at the
end of each calendar day over preceding 6
months

Own funds requirement 2% of average
outstanding
electronic money
figure (A4)

Total capital requirement (higher of initial
capital and own funds requirements)

Part Two: TOTAL CAPITAL RESOURCES

Paid up capital
Reserves
Retained profit/loss
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18
19
20
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23
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25
26
27
28
29

FOS 2011/1
FSA 2011/7

Revaluation reserves

Eligible general or collective provisions
Eligible securities and instruments

Cumulative preference shares (other than fixed
term)

Eligible members' commitments

Eligible borrowers' commitments

Eligible fixed term cumulative preference
shares and subordinated loans

Total resources

Deductions ]

Own shares at book value
Intangible assets

Material losses

Deductible holdings of shares
Deductible participations
Deductible instruments

Total deductions

Total capital resources

Period end £/€ exchange rate used

Total capital resources (Euro equivalent)
Total capital requirement (in Euro)
Capital surplus/deficit (in Euro)

Section 2: Method of safeguarding of client assets

A B C
Mark X’ in all Electronic Unrelated Name of institution/

appropriate boxes in money payment custodian/insurer
columns A & B services

Placed in a separate
account with an
authorised credit
institution

Invested in approved
secure low-risk liquid
assets held in a
separate account with
an authorised
custodian

Covered by an || | |
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insurance policy with
an authorised insurer

Covered by a
guarantee from an
authorised insurer

Covered by a
guarantee from an
authorised credit
institution

Section 3: Supplementary

Has the firm continued to meet
the condition for registration
that average outstanding
electronic money generated by
the firm’s total business
activities must not exceed
€5,000,000 throughout the
reporting period?

Has the firm continued to meet
the condition for registration
that the rolling monthly average
of the total amount of any
unrelated payment transactions
(over any period of 12 months)
must not exceed €3,000,000
throughout the reporting period?
If the actual or, where
applicable, projected figure for
‘average outstanding electronic
money’ in respect of the
relevant period is equal to or
greater than €500,000, has the
firm's own funds been equal to
or greater than its own funds
requirement (2% of their
average outstanding electronic
money) throughout the reporting
period?

Answer N/A if the average amount of

outstanding electronic money is below
€500,000.

Have all funds received from
customers been immediately
segregated and safeguarded

Information

Yes/No Explanation if No
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throughout the reporting period?

5 Please report the number of
electronic money accounts open
with the firm at the end of the
reporting period.

6 Please report the number of
agents the firm was responsible
for at the end of the reporting
period.

Audited Accounts

7 If your firm is incorporated, does it qualify for the
Companies House small firms exemption from having
its accounts audited? Please answer ‘yes’ or ‘no’.

8 If your firm is required to submit audited accounts,
please report the date on which your accounts were last
audited. Please enter date

9 Is your firm a ‘hybrid’ firm conducting other non-
regulated business with an obligation to submit
separate accounts for its electronic money and
payment services business? Please answer ‘ves’ or ‘no’.

10 If you have answered ‘yes’ to 7 above, please enter the
date these accounts were last submitted to us. Please
enter date

16 Annex 30GD Small electronic money institutions - total outstanding electronic

money return

FSA065 Small electronic money institutions - total electronic money
outstanding @ 31st December

1

Total amount of outstanding electronic money issued at 31/12:
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Appendix 1 Prudential categories and sub-categories
131 G  Prudential categories and sub-categories used in the Prudential sourcebooks
and the Supervision manual
Prudential Applicable prudential requirements | Prudential sub-
categories (Note (Note 2) categories
1)
ELMH ELM
TP 1.2 (D) 2 ©)) (4) Transitional provision (5) Transitional (6) Handbook
Material to provision: dates provision:
which the in force coming into
transitional force
provision
applies
121
(5) R | AnEEMithatisrequired-to Hanuary-2008 | LJanuary-2008
SUp report-a-consohidated-reporting
[deleted] inthe-case ofF ELM-7.3.2R-in
respect-of-reporting-datesafter
34-December200will-use
ESADO3-nplace-o-FSADBOY:
FSA003-should-be-submitted-in
accordance-with-SUP
@) R An-ELMbwillnotbe reguired 1-January-2008 1January2008
sup to-report-under-these rulesin to-1-April-2009
sSUp 31-December2007-butwill
[deleted] 16-12.5R:
12
M
(18) R An-ELM-must submit-the 1January-2008 anuary2008
SUp ELM-CAJLE (unconsolidated t0-30-August
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SUp dates-between-1-January-2008
[deleted] accordance-with-the rules-set

Insert the following new transitional provision after SUP TP 1.5. The text is not underlined.

TP 1.6 Electronic Money Transitional Provision

@ (2) Material to 3) (4) Transitional provision (5) Transitional (6) Handbook
which the provisions: dates provision:
transitional in force coming into
provision applies force
1 The changes to R | Inrelation to a person deemed to 30 April 2011 30 April 2011

SUP set out in
Annex | of the
Electronic Money

and Payment
Services

Instrument 2011

have been granted authorisation by
virtue of requlation 74 of the
Electronic Money Reqgulations, the
changes effected by the Annex listed
in column (2) do not apply and the
provisions of SUP, as they were in
force as at 29 April 2011, will apply
from 30 April 2011 for as long as
that person is deemed to be
authorised by virtue of requlation 74

of the Electronic Money Regulations.
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Amend the following as shown.

Schedule 4

Sch 4.4G

Powers exercised

The following additional powers and related provisions have been exercised by
the FSA to give the directions and make the guidance in SUP.

Regulation 93 (Guidance) of the Payment Services Regulations

Requlation 49 (Reporting requirements) of the Electronic Money
Requlations

Requlation 60 (Guidance) of the Electronic Money Regulations
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Amendments to the Decision Procedure and Penalties manual (DEPP)

In this Annex, underlining indicates new text.

2 Annex 1G Warning notices and decision notices under the Act and certain other
enactments

Insert the following table at the end of DEPP 2 Annex 1

Electronic Money
Regulations

Description

Handbook

reference

Decision maker

Requlations 9(6) and

where the FSA is proposing to

15

refuse an application for
authorisation as an authorised
electronic money institution, or
for reqistration as a small
electronic money institution, or
impose a requirement, or refuse
to vary an authorisation or

registration

Executive
procedures

Requlations 9(7)(a)

when the FSA is deciding to

and 15

refuse an application for
authorisation as an authorised
electronic money institution, or
for reqistration as a small
electronic money institution, or
impose a requirement or refuse
to vary an authorisation or

registration

Executive
procedures where
no representations
are made in
response to a
warning notice,
otherwise by the
RDC

Requlations 10(4),

when the FSA is proposing or

10(5)(a)and 15

deciding to either cancel an
authorised electronic money
institution’s authorisation, or to
cancel a small electronic money
institution’s reqistration
otherwise than at that
institution’s own request *

RDC

Requlations 11(6),

when the FSA is exercising its

11(9), 11(10)(b) and

powers to vary an electronic

15

money institution’s authorisation
or vary asmall electronic
money institution’s registration
on its own initiative

RDC or Executive
procedures (Note 1)
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Requlation 29(2) when the FSA is proposing to Executive
refuse to reqgister an EEA branch procedures
of an authorised electronic
money institution
Requlation 29(3)(a) | when the FSA is deciding to Executive

refuse to reqgister an EEA branch
of an authorised electronic
money institution

procedures where
no representations
are made in
response to a
warning notice,
otherwise by the
RDC

Regulation 29(2) when the FSA is proposing or RDC
and Requlation deciding to cancel the
29(3)(a) registration of an EEA branch of
an authorised electronic money
institution*
Regulation 34(9) when the FSA is proposing to Executive
refuse an application for procedures
registration as an agent
Regulation when the FSA is deciding to Executive
34(10)(a) refuse an application for procedures where

registration as an agent

no representations
are made in
response to a
warning notice,
otherwise by the
RDC

Regulations 35(2) when the FSA is proposing or RDC
and 35(3)(a) deciding to remove an agent

from the FSA Register otherwise

than at the request of the

electronic money institution *
Regulations 53(1) when the FSA is proposing, or RDC
and 53(3) deciding, to publish a statement

that an electronic money issuer

has contravened the Electronic

Money Regulations *
Regulations 53 (1) when the FSA is proposing or RDC
and 53 (3) deciding, to impose a financial

penalty *
Regulations 53(1) When the FSA is proposing or RDC
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and 53(3)

deciding to suspend the
authorisation of an authorised
electronic money institution or
registration of a small electronic
money institution, or to limit or
otherwise restrict the carrying
on of electronic money issuance
or payment services business by
an electronic money institution *

Requlations 56(1)

when the FSA is proposing or

and 56(3)

deciding to exercise its powers
o require restitution *

X
O

Requlation 74(7)

when the FSA is proposing to

decide not to include a person
on the reqister

Executive
procedures

Requlation 74(8) (a)

when the FSA is deciding not to

include a person on the reqgister

Executive
procedures where
no representations
are made in
response to a
warning notice,
otherwise by the
RDC

Schedule 3, when the FSA is proposing or RDC
paragraph 1 deciding to publish a statement

that a relevant person has been

knowingly concerned with a

contravention of the Electronic

Money Regulations (Note 2)
Schedule 3, when the FSA is proposing or RDC
paragraph 1 deciding to impose a financial

penalty against a relevant person

(Note 2)
Notes:

(1) The RDC will take the decision to give the notice exercising the FS4’s own-initiative

power if the action involves:

(a) removing a type of activity from an authorisation or reqgistration; or

(b) refusing an application to include a type of activity in an authorisation or registration; or

(c) restricting a person from taking on new business, dealing with a particular category of

customer or refusing an application to vary or cancel such a restriction; or
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(d) imposing or varying a capital requirement, or refusing an application to vary or cancel
such a requirement.

(2) The Electronic Money Regulations do not require third party rights and access to FSA
material when the FSA exercises this power. However, the FSA generally intends to allow
for third party rights and access to material when exercising this power.
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Annex K
Amendments to the Dispute Resolution: Complaints sourcebook (DISP)

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

INTRO 1 Introduction

This part of the Handbook sets out how complaints are to be dealt with by
respondents (firms, payment service providers, electronic money issuers,
licensees and VJ participants) and the Financial Ombudsman Service.

The powers to make rules (or set standard terms) relating to firms, payment
service providers, electronic money issuers, licensees, and VJ participants
derive from various legislative provisions; but the rules (and standard terms)
have been co-ordinated to ensure that they are identical, wherever possible.

Background

1.1.2 G  Details of how this chapter applies to each type of respondent are set out
below. For this purpose, respondents include:

1) persons carrying on regulated activities (firms), e¢ providing
payment services (payment service providers) or providing
electronic money issuance services (electronic money issuers) and
which are covered by the Compulsory Jurisdiction;

Application to payment service providers

1.1.10B G (1) In this sourcebook, the term payment service provider does not
include full credit institutions ere-meney-firms (which are covered
by this sourcebook as firms), but it does include small-e-money
issuers small electronic money institutions.

Application to electronic money issuers
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1.1.10C R  This chapter (except the complaints record rule, the complaints reporting
rules, and the complaints data publication rules) applies to electronic money
issuers in respect of complaints from eligible complainants concerning
activities carried on from an establishment maintained by it or its agent in
the United Kingdom.
1.1.10D G (1) Inthis sourcebook, the term electronic money issuer does not include
credit institutions, credit unions or municipal banks (which will be
carrying on a requlated activity if they issue electronic money and
will be covered by this sourcebook as firms in those circumstances),
but it does include small electronic money institutions and persons
who meet the conditions set out in regulation 75(1) or requlation
76(1) of the Electronic Money Requlations.

(2) Although electronic money institutions are not required to comply
with the complaints record rule, it is in their interest to retain records
of complaints so that these can be used to assist the Financial
Ombudsman Service should this be necessary.

Exemptions for firms, ard payment service providers and electronic money
issuers
1.1.12 R (1) Afirm, er payment service provider or electronic money issuer falling
within the Compulsory Jurisdiction which does not conduct business
with eligible complainants and has no reasonable likelihood of doing
so, can, by written notification to the FSA, claim exemption from the
rules relating to the funding of the Financial Ombudsman Service,
and from the remainder of this chapter.
1 Annex 2G  Application of DISP 1 to type of respondent
Type of DISP 1.2 DISP 1.3 DISP 1.4 - DISP 1.9 DISP1.10 | DISP 1.10A
respondent Consumer Complaints 1.8 Complaints Complaints | Complaints
awareness handling rules | Complaints record rule reporting data
rules resolution rules publication
rules etc. rules
incoming EEA
authorised
payment
institution
providing
cross-border
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1) the Compulsory Jurisdiction is not restricted to regulated activities,
and payment services and issuance of electronic money, and covers:

Activities by payment service providers

R

Activities by electronic money issuers

R

The Ombudsman can consider a complaint under the Compulsory
Jurisdiction if it relates to an act or omission by an electronic money issuer

in carrying on:

(1)  issuance of electronic money; or

(2)  consumer credit activities;

or any ancillary activities, including advice, carried on by the electronic
money issuer in connection with them.

General

G

Complaints about acts or omissions include those in respect of activities
for which the firm, er payment service provider or electronic money issuer
is responsible (including business of any appointed representative or agent
for which the firm, er payment institution or electronic money institution
has accepted responsibility).

To which activities does the Voluntary Jurisdiction apply?

R

The Ombudsman can consider a complaint under the Voluntary
Jurisdiction if:

2 it relates to an act or omission by a VJ participant in carrying on
one or more of the following activities:

(©) activities which (at +-Juhy-2009 30 April 2011) were
regulated activities or would be regulated activities if they
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were carried on from an establishment in the United
Kingdom (these activities are listed in DISP 2 Annex 1G);

(m) issuance of electronic money;

Compulsory Jurisdiction

R

The Compulsory Jurisdiction covers only complaints about the activities of
a firm (including its appointed representatives), er of a payment service
provider (including agents of a payment institution) or of an electronic
money issuer (including agents of an electronic money institution) carried
on from an establishment in the United Kingdom.

This:

1) includes incoming EEA firms, incoming EEA authorised payment
institutions, incoming EEA authorised electronic money institutions
and incoming Treaty firms; but

(2)

Eligible complainants

To be an eligible complainant a person must also have a complaint which
arises from matters relevant to one or more of the following relationships
with the respondent:

1) the complainant is (or was) a customer, er payment service user or
electronic money holder of the respondent;

(2) the complainant is (or was) a potential customer, e payment
service user or electronic money holder of the respondent;

(14)  (where the respondent is a dormant account fund operator) the
complainant is (or was) a eustemer customer of a bank or building
society which transferred any balance from a dormant account to
the respondent.
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Exceptions
2.7.9 R The following are not eligible complainants:

1) (in all jurisdictions) a firm, payment service provider, electronic
money issuer, licensee or VJ participant whose complaint relates in
any way to an activity which:

(@  the firm itself has permission to carry on; or

(ab) the firm, e¥ payment service provider or electronic money
issuer itself is entitled to carry on under the Payment
Services Regulations or the Electronic Money Regulations;
or

(b)  the licensee or VJ participant itself conducts;

and which is subject to the Compulsory Jurisdiction, the Consumer Credit
Jurisdiction or the Voluntary Jurisdiction;

2 Annex 1G Regulated activities for the Voluntary Jurisdiction at +-Jwy-2009 30
April 2011

This table belongs to DISP 2.5.1 R

The activities which (at 3-Juhy-2009 30 April 2011) were regulated
activities for the Voluntary Jurisdiction were, in accordance with section 22

of the Act (The classes of activity and categories of investment), any of the
following activities specified in Part Il of the Regulated Activities Order:
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The following chapters of ELM are deleted with effect from 30 April 2011. The text of the
deleted sections and provisions is not shown.

1

2

Application, contents, purpose and general

Initial and continuing own funds requirements

Management of the e-money float

Limitations on activities

Systems and controls; Rules for making calculations

Redemption, information requirements and purse limits

Consolidated financial supervision

Small e-money issuers

Delete all of ELM TP 1 and replace with the following new text which is not underlined:

TP 1 Transitional Provision relating to the Electronic Money Regulations

1) ) ®) (4) (®) (6)
Material to which the Transitional provision Transitional Handbook
transitional provision provision: provision:

applies dates in force coming into
force
1 The changes to ELM R | (1) Except as set out in (2), in 30 April 2011 | 30 April 2011

set out in Annex L of
the Electronic Money
and Payment
Services Instrument
2011

relation to a person deemed to have
been granted authorisation by virtue
of regulation 74 of the Electronic
Money Regulations, the provisions of
ELM, as they were in force as at 29
April 2011, will apply from 30 April
2011 for as long as that person is
deemed to be authorised by virtue of
regulation 74 of the Electronic
Money Regulations.

(2) The provisions of ELM 4.4, ELM
6 (except for ELM 6.8.2AR and
6.8.7R) and ELM 8 do not apply in
relation to a person who falls within

).
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The changes to ELM
set out in Annex L of
the Electronic Money
and Payment
Services Instrument
2011

In relation to a person who meets the
conditions set out in regulation 76
(1) of the Electronic Money
Regulations (a small e-money issuer
who, before 30th April 2011 has
carried on the activity of electronic
money issuance in accordance with
the small e-money issuer certificate),
ELM 8.4, ELM 8.6, ELM 8.7 and
ELM 8 Annex 2, as they were in
force as at 29 April 2011, will apply
from 30 April 2011 until:

(a) 30 April 2012; or

(b) that person is included in the FSA
Register as an authorised electronic
money institution pursuant to
regulation 4(1)(a) of the Electronic
Money Regulations or as a small
electronic money institution pursuant
to regulation 4(1)(b) of the
Electronic Money Regulations;

whichever is the earlier.

30 April 2011

30 April 2011
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Annex M
Amendments to the Perimeter Guidance manual (PERG)

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

Comes into effect on 10 February 2011

1.4.2 G  Table: list of general guidance to be found in PERG

Chapter: Applicable to: About:
PERG 3 3A: a person who needs to know o the scope of the
| | activity of

Issuing-e-money e whether a particular issuing-e-money

Guidance on the electronic payment product Electronic Money

scope of the IS e-money electronic money Regulations

Electronic Money and whether the person

Regulations issuing it needs to be +—the-apphlication-of-the
authorised authorised or restrictions-n-section-214
registered under the Aet of the Act (Restrictions
Electronic Money on-financtal-prometion)
Requlations to communications about

e-money
s—whetherany

communications about the
product-wit-be-restricted

2.6 Specified investments: a broad outline

Deposits
2.6.3 G  Certain transactions are excluded. ... In addition, there is a separate

exclusion in article 9 of the Order (Sums received in consideration for the

issue of debt securities) and another in article 9A (Sums received in

exchange for electronic money). PERG3-2.15Gt6-PERG3.2.19G PERG
A Q4 contain-guidanee contains guidance on the exclusion relating to

electronlc money.
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Electronic money

G  Electronic money is specified as an investment in article 74A of the

Regulated Activities Order (asamended—by%heﬁwanelaléemeesand

seepeenh&mgﬂiatedaethﬂ%yeﬁmsumge-menew but only when issued by:

1) a full credit institution, a credit union or a municipal bank; or

(2) a person deemed to have been granted authorisation under regulation
74 of the Electronic Money Regulations; or a person who falls
within requlation 76(1) of the Electronic Money Regulations (see
PERG 3A, Q30 and 31).

The authorisation and registration requirements for any other person
intending to issue electronic money are governed by the Electronic Money
Regulations. Guidance on these requlations is available in PERG 3A.

Activities: a broad outline

Issuing e-meney electronic money

G . »
See PERG 2.6.4AG for a descrlptlon of those persons to whom this
specified activity applies.

Agreeing

G  Agreeing to carry on most regulated activities is itself a regulated activity.
But this is not the case if the underlying activities to which the agreement
relates are those of accepting deposits, issuing e-meney electronic money,
effecting or carrying out contracts of insurance, operating a multilateral
trading facility, managing dormant account funds,...

Exclusions applicable to particular regulated activities
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2.8.2A G Certain 'small issuers' of e-money may apply to the FSA for a certificate to

2.9 Regulated activities: exclusions applicable in certain circumstances

29.1 G  The various exclusions outlined below deal with a range of different
circumstances.

(1) Each set of circumstances described in PERG 2.9.3G to PERG
2.9.17G has some application to several regulated activities relating to
securities, relevant investments or home finance transactions. They
have no effect in relation to the separate regulated activities of
accepting deposits, issuing e-meney electronic money, effecting or
carrying out contracts of insurance, advising on syndicate
participation at Lloyd's, ...

Delete all of PERG 3. The deleted text is not shown.

After PERG 3 [deleted] insert the following new chapter. The text is not underlined.

Chapter 3A: Guidance on the scope of the Electronic Money Regulations 2011
3A.1 Introduction

Q1. What is the purpose of these questions and answers (‘Q&As’) and who should
be reading them?

The purpose of these Q&As is to help persons to consider whether they fall within the
scope of the Electronic Money Directive which repealed and replaced an earlier
Electronic Money Directive (2000/46/EC). The Electronic Money Directive is given
effect in the United Kingdom by the Electronic Money Regulations. The Q&As are
intended to help these persons consider whether they need to be authorised or registered
for the purposes of electronic money issuance in the United Kingdom.
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The Electronic Money Regulations create a separate authorisation and registration regime
for issuers of electronic money that are not full credit institutions, credit unions or
municipal banks:

¢ the conditions for authorisation as an authorised electronic money institution are set
out at regulation 6 of the Electronic Money Regulations;

o small electronic money institutions have less stringent capital requirements than
authorised electronic money institutions; however, they need to be registered in
accordance with regulation 13 of the Electronic Money Regulations;

o full credit institutions, credit unions and municipal banks are exempt from requiring
authorisation and registration under the Electronic Money Regulations but must have
a Part IV permission for issuing electronic money and are subject to some of the
conduct of business requirements in the Electronic Money Regulations.

A reference in this chapter to:

e individual regulations is a reference to the Electronic Money Regulations unless
otherwise stated; and

e ‘municipal bank’ means a company which, immediately before 1st December
2001, fell within the definition in section 103 of the Banking Act 1987.

The Q&As that follow are set out in the following sections:
e General issues (PERG 3A.2)
e The definition of electronic money (PERG 3A.3)

e Small electronic money institutions, mixed businesses, distributors, agents and
exempt bodies (PERG 3A.4)

e Exclusions (PERG 3A.5)
e Territorial scope (PERG 3A.6)

e Transitional arrangements (PERG 3A.7)

3A.2 General issues

Q2. Why does it matter whether or not we fall within the scope of the Electronic
Money Regulations?

It matters because if you issue electronic money in the United Kingdom and do not fall
within an exclusion or exemption you must be:

(a) an authorised electronic money institution; or
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(b) a small electronic money institution; or

(c) an EEA authorised electronic money institution; or
(d) a full credit institution; or

(e) the Post Office Limited; or

(f) the Bank of England or a central bank when not acting in its capacity as a monetary
authority or other public authority; or

(9) a government department or local authority when acting in its capacity as a public
authority; or

(h) a credit union, municipal bank or the National Savings Bank.

Otherwise you risk committing a criminal offence under regulation 63,

Q3. How much can we rely on these Q&ASs?

The answers given in these Q&As represent the FSA's views but the interpretation of
financial services legislation is ultimately a matter for the courts. How the scope of
Electronic Money Regulations affects the regulatory position of any particular person will
depend on their individual circumstances. If you have doubts about your position after
reading these Q&As, you may wish to seek legal advice. The Q&As do not purport to be
exhaustive and are not a substitute for reading the relevant legislation. In addition to FSA
guidance, some of the Electronic Money Directive provisions may be the subject of
guidance or communications by the European Commission.

Q4. As an electronic money issuer am | carrying on the regulated activity of
accepting deposits when | receive a sum in exchange for electronic money?

No, provided the sum paid over is exchanged immediately for electronic money; see
article 9A of the Regulated Activities Order.

Some electronic money products may be charged up by means of scratch cards that can be
purchased from shops. The price paid for the card is the monetary value of the electronic
money. The card contains a number. The purchaser then enters the number on a web site
to activate the electronic money account. There is thus a delay between the payment for
the electronic money and its use by the holder. In our view, this delay does not make the
payment for the electronic money a deposit. This is because the means of spending the
electronic money is put into the hands of the purchaser when they purchase the card.

Q5. I intend to issue electronic money in the United Kingdom. How does the
authorisation and registration process apply to me?
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It depends on a number of factors:

i) Unless you are a person falling within ii) to iv) below you must apply under the
Electronic Money Regulations for either:

e authorisation to be an authorised electronic money institution (see regulation 6
for the relevant conditions); or

e registration to be a small electronic money institution (see regulation 13).
i) If you are a credit union, municipal bank or a UK or non-EEA full credit institution:

e authorisation and variation of permission remains that imposed by Part 1V of
the Act. This means you will need to have a separate Part IV permission in
order to issue electronic money;

e where you issue electronic money you will be subject to the provisions on
issuance and redeemability of electronic money in the Electronic Money
Regulations;

e note that you may also be subject to the conduct of business requirements in
the Payment Services Regulations.

iii) If your head office is located in an EEA state other than the United Kingdom you
cannot apply for authorisation or registration under the Electronic Money Regulations.
However, you may be entitled to issue electronic money in the United Kingdom as an
EEA authorised electronic money institution, in which case the Competent Authority
in your Home State will be responsible for your authorisation.

iv) Government departments, local authorities, the Post Office Limited and the National
Savings Bank cannot apply for authorisation or registration under the Electronic
Money Regulations but they must give notice to the FSA if they issue or propose to
issue electronic money.

Transitional arrangements may also be relevant, see PERG 3A.7.

Q6. We are a payment institution. How will the Electronic Money Regulations apply
to us?

If you are a payment institution that does not intend to issue electronic money or act as
agent for an electronic money institution the Electronic Money Regulations are unlikely to

apply to you.

If you are a payment institution that wishes to also issue electronic money then, in our
view, you should cancel your authorisation or registration as a payment institution and
apply to be an electronic money institution. An electronic money institution does not need
to be authorised or registered under the Payment Services Regulations to provide payment
services.
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Q7. As an electronic money institution how will the Payment Services Regulations
apply to us?

The issuance of electronic money is not itself a payment service but it is likely to entail
the provision of payment services. For example, issuing a payment instrument is a
payment service and electronic money is likely to be issued on a payment instrument in
order to make a payment transaction. See Q20 at PERG 15 for more detail on what
amounts to issuing payment instruments.

As an electronic money institution you are permitted to engage in the provision of
payment services as well as other activities, see regulation 32 and Q19 below, without
needing to be separately authorised or registered under the Payment Services Regulations.

The conduct of business requirements in Parts 5 and 6 of the Payment Services
Regulations apply to all payment service providers, including electronic money issuers.

3A.3 The definition of electronic money
Q8. How is electronic money defined in the Electronic Money Regulations?
The definition in the Electronic Money Regulations mirrors that in the Electronic Money
Directive. Electronic money means monetary value as represented by a claim on the
issuer which is:
1) stored electronically, including magnetically;

2) issued on receipt of funds;

3) used for the purposes of making payment transactions (as defined in regulation
2 of the Payment Services Regulations);

4) accepted as a means of payment by persons other than the issuer;
and is not otherwise excluded by the Electronic Money Regulations, see PERG 3A.5.
Electronic money is an electronic payment product. The value is held electronically or
magnetically on the payment instrument itself (either locally or remotely) and payments
using the value are made electronically. So, for example, monetary value stored on a:

e prepaid payment card;

e personal computer; or

e aplastic card that uses magnetic stripe technology;

may all fall within the definition if the value is intended to be used for the purposes of
making payment transactions.
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Q9. Does the electronic money definition only apply to card-based schemes?

No. Any electronic payment scheme that involves prepaid monetary value that can be
used to purchase goods and services directly from third party merchants is capable of
being electronic money. This would include account-based schemes.

Recital (7) of the Electronic Money Directive states that the intention is to introduce a
definition of electronic money in order to make it technically neutral so as to cover all
situations where the payment service provider issues pre-paid stored value in exchange
for funds. Hence the definition expressly captures both electronically and magnetically
stored value and there is no longer a reference to there needing to be an ‘electronic
device’ on which the electronic money is stored. These changes make it clear that
electronic money stored on computers hard drives or account-based schemes are caught.

Q10. Can you explain why pre-payment is a necessary ingredient of electronic
money?

The definition of electronic money says that for a product to be electronic money, it must
be issued on receipt of funds. This part of the definition means that electronic money is a
prepaid product. That is, unlike credit provided through a credit card, the customer pays
for the spending power in advance. This is why credit cards are excluded from the
definition of electronic money. This does not mean that electronic money paid for with a
credit card falls outside the definition. The purchase of the electronic money represents
the purchase of monetary value. The fact that the purchaser is lent the funds to buy the
electronic money does not affect this. There are two contracts, one for the sale of
electronic money and one for credit.

Value on a debit card may be electronic money or a deposit. Guidance on this is given in
Q15.

Q11. Does it matter that the device on which electronic value is held may be used for
other purposes?

No. The fact that the device on which monetary value is stored is made available, for
example, on a plastic card that also functions as a debit or credit card or is a mobile
phone does not stop that monetary value from being electronic money.

Q12. Does it matter that the monetary value can be spent with the issuer and third
parties?

No. If monetary value can be spent with third parties, it does not stop being electronic
money just because the electronic money can also be spent with the issuer. This is so even
if in practice most of the electronic money is spent with the issuer and only a small
portion spent with third parties.
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Q13. Are electronic travellers cheques electronic money?

An electronic travellers cheque is a product, based on a plastic card, designed to replace
paper travellers cheques. There are two types of electronic travellers cheques:

1) ones that can also be used to buy goods and services from third parties; and

2 ones whose only function is to allow the holder to withdraw cash in a foreign
currency from ATMs when abroad.

The plastic card is loaded with value, the holder pays for the value on issue and uses the
value to purchase goods and services. It is likely then to meet the first three conditions in
the definition of electronic money listed at Q8. The remaining condition is whether the
value is accepted as a means of payment by persons other than the issuer.

An electronic travellers cheque falling into (1) above is likely to be electronic money as it
can be used to purchase goods from third parties.

An electronic travellers cheque falling into (2) is unlikely to be electronic money
provided that:

e it can only be used to withdraw foreign currency from ATMs owned by the issuer
of the value; or

e the withdrawal of foreign currency by a cardholder will never involve the
purchase of the currency from the owner of the ATM but instead the repayment of
prepaid value by the issuer of the prepaid value.

Q14. If 1 use a trust account to store monetary value in respect of funds I have
accepted payment for, will I be issuing electronic money?

Putting monetary value into a trust account does not, of itself, prevent the person who
accepts the payment for electronic value from issuing electronic money.

Q15. How does electronic money differ from deposits?

Recital (13) of the Electronic Money Directive provides that electronic money does not
constitute a deposit-taking activity under the BCD “in view of its specific character as an
electronic surrogate for coins and banknotes, which is used for making payments, usually
of limited amount and not as a means of saving.”

In distinguishing electronic money and deposits, relevant factors include the following.
o If the monetary value is kept on an account that can be used by non-electronic

means, that points towards it being a deposit. For example, an account on which
cheques can be drawn is unlikely to be electronic money.
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If a product is designed in such a way that it is only likely to be used for making
payments of limited amounts and not as a means of saving, that feature points
towards it being electronic money. Relevant features might include how long
value is allowed to remain on the account, disincentives to keeping value on the
account and the payment of interest on it.

One should have regard to whether the product is sold as electronic money or as a
deposit.

In other words, a deposit involves the creation of a debtor-creditor relationship under
which the person who accepts the deposit stores value for eventual return. Electronic
money, in contrast, involves the purchase of a means of payment.

Q16. What sort of factors will the FSA take into account in deciding whether a
particular scheme might be electronic money?

In considering this question relevant factors include:

the risks incurred by the holder of the value;

the nature of the rights and obligations of the holder of the prepaid value, the
issuer of the value and third parties involved in the scheme; and

what the scheme allows the holder of the value to do.

Therefore artificial features of a scheme that disguise, or try to disguise, the payment
function as the supply of another sort of service are not likely to prevent the scheme from
involving the issuance of electronic money.

3A.4 Small electronic money institutions, mixed businesses, distributors, agents and
exempt bodies

Q17. What criteria must we meet to be a small electronic money institution?

The relevant conditions are set out at regulation 13 and include the following:

your total business activities immediately before the time of registration generates
an average outstanding electronic money that does not exceed 5 million euros;

the monthly average, over the period of 12 months preceding the application, of

the total amount of payment transactions which are not related to the issuance of
electronic money and are executed by you or your agents in the United Kingdom,
must not exceed 3 million euros;

immediately before the time of registration you must hold such initial capital, if
any, which is required in accordance with Part 1 of Schedule 2 to the regulations;
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e you must have taken adequate measures for the purposes of safeguarding
electronic money holders’ fund as set out at regulation 20;

e you must satisfy the FSA that the persons responsible for the management of your
electronic money and payment services are of good repute and possess appropriate
knowledge and experience to issue electronic money and provide those payment
services that you intend to undertake;

¢ none of the individuals responsible for the management or operation of your

business has been convicted of offences relating to money laundering, or terrorist
financing or financial crime;

e you must be a body corporate whose head office is in the United Kingdom;

e you must comply with the registration requirements of the Money Laundering
Regulations 2007, where they apply to you.

Q18. We satisfy the conditions for registration as a small electronic money
institution - does that mean we have to register as one?

Not necessarily, there are other options available to you.

If you register as a small electronic money institution, you cannot acquire passport rights
under the Electronic Money Directive. So you may wish to become an authorised
electronic money institution if you wish to take advantage of a passport.

If your business does not currently exceed the thresholds referred to in the first two

bullets at Q17, but you expect that it will, you may also wish to apply for authorisation
rather than registration.

Q19. We are a firm providing non-financial products and services to the general
public. Would it be possible for us to obtain authorisation as an electronic money
institution?

Yes. One of the changes made by the Electronic Money Regulations is to allow electronic
money institutions to undertake mixed business. So, electronic money institutions may, in
addition to issuing electronic money, engage in the following activities:
e the provision of payment services; and
o the provision of operational and closely related ancillary services, including
ensuring the execution of payment transactions, foreign exchange services, safe-
keeping activities and the storage and processing of data; and
o the operation of payment systems, as defined at regulation 2(1); and

e business activities other than the issuance of electronic money.
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Q20. We are a branch of a firm which has its head office outside the EEA. If we
became an electronic money institution can we also engage in mixed business?

Yes, but you can only provide payment services that are linked to the issuance of
electronic money. You cannot undertake any of the other payment services.

Q21. We act as agent for an electronic money institution. What is the scope of our
activities under the regulations?

As such an agent you may provide payment services on behalf of your principal, but only
if you are registered by them on the FSA Register. You may also distribute or redeem
electronic money for your principal. You cannot however issue electronic money on their
behalf.

Q22. We distribute and redeem electronic money. What is the scope of our activities
under the regulations?

In some electronic money schemes an originator creates electronic money and then sells it
to banks and other distributors. The latter then sell the electronic money to the public. In
our view reference to the issuer of electronic money in the Electronic Money Regulations
is a reference to the originator and not the distributor.

So, provided you are not:
e issuing electronic money yourself; or
e acting as an agent for an electronic money institution, see Q21

you do not need to be authorised or registered under the Electronic Money Regulations.
However, the electronic money institution that is acting as your principal should notify
the FSA that you are acting as a distributor, see regulations 26 and 37 and Schedule 1.

You should also bear in mind that if, in distributing and redeeming electronic money,
your activities amount to payment services you will need to consider whether you are
required to be authorised or registered under the Payment Services Directive, see PERG
15 for further guidance.

Q23. We have been registered by one of our principals as an agent under the
Payment Services Regulations. If we wish to act as agent for an electronic money
institution as well will we need to be registered again?

Yes. If your principal is an electronic money institution, it is its responsibility to apply for
registration on your behalf even if you have been registered as agent under the Payment
Services Regulations. Assuming your principal is not an EEA firm, you are required to be
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registered on the FSA Register before you provide payment services for your principal,
subject to any relevant transitional provisions which may delay or avoid the need for
registration. If your principal is an EEA firm, your principal will need to comply with the
relevant Home State legislation relating to your appointment, and your Home State
competent authority will need to notify the FSA.

Q24. We are a credit union. Are we exempt from the regulations?

Yes, in part. You are exempt from the authorisation and registration requirements in the
regulations. However, if you wish to issue electronic money you must ensure you have
the relevant Part IV permission. You will also be subject to the safeguarding requirements
in Part 3 and the redeemability provision in Part 5 of the Electronic Money Regulations.

Q25. We are a municipal bank. Are we exempt from the regulations?

Save that you are not subject to the safeguarding requirements in Part 3 of the regulations,
your position is identical to that of credit unions, see Q24.

3A5 Exclusions

Q26. Are there any exclusions from the definition of electronic money that we should
be aware of?

Yes. The Electronic Money Regulations have two express exclusions:

o the first covers monetary value stored on instruments that may be used to purchase
goods and services only in the issuer’s premises or within a limited network of
service providers or for a limited range of goods or services (regulation 3(a)). See
PERG 15 Q40 & Q41 which deal with the same term for the purposes of the
Payment Services Regulations; and

e the second covers monetary value used to make payment transactions executed by
means of any telecommunication, digital or IT device where the goods or services
are delivered to and used through such a device but only where the operator of the
device does not act only as an intermediary between the user and the supplier
(regulation 3(b)). See PERG 15 Q23 for guidance on what ‘acting only as an
intermediary’ might include.

Q27. We offer branded prepaid cards which consumers can use to purchase goods in
a particular shopping mall. Are we issuing electronic money?

Yes, it is likely that you will be issuing electronic money unless you are able to fall within
an exclusion. The most likely exclusion is if the card is only used to purchase goods and
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services in your premises or within a limited network of service providers. In our view
you will only be able to take advantage of this exclusion here if:

e itis made clear in the relevant terms and conditions of the card that the purchaser
of the value is only permitted to use the card to buy from merchants located within
that particular shopping mall; and

o the facility to use the card to purchase goods and services outside this shopping
mall has been disabled.

Q28. For the purposes of the second exclusion referred to at Q26, can you explain
when goods or services are “used through” a telecommunication, digital or IT device
(“a relevant device”)?

It is important to realise that it is the good or service purchased on a relevant device that
must be used through that device for the purposes of this exclusion.

So, for example, where a person purchases travel or cinema tickets using prepaid credit
on a mobile phone and the ticket is sent to this phone and then used to gain entry onto a
transport system or into a cinema, what is being purchased are rights to travel or to watch
a film. The ticket itself is a form of receipt confirming the purchase of such rights.
Accordingly, as the travel rights or the visit to the cinema cannot be experienced on a
relevant device, such a purchase is likely to fail the “used through” part of the regulation
3(b) exclusion.

Examples of the sorts of goods and services that could meet the “used through” part of the
regulation 3(b) exclusion are music, online newspaper or video content, electronic books
and mobile phone applications. This is because these products are all capable of being
enjoyed through the relevant device they have been delivered to.

For more guidance on this exclusion see PERG 15, Q23 and 24.

3A.6 Territorial scope

Q29. We are a non-EEA firm with a branch in the United Kingdom and we wish to
issue electronic money. Can we apply for authorisation or registration?

Yes. You may apply to be an authorised electronic money institution if you are a body
corporate (regulation 6(4)(b)). However, you cannot apply to be a small electronic money
institution unless your head office is in the United Kingdom (regulation 13(9)).
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3A.7 Transitional arrangements

Q30. We are a firm with a Part 1V permission to issue electronic money. Do we need
to have applied for authorisation under the regulations prior to 30 April 2011?

No. Provided that you:

e have been lawfully issuing electronic money in the United Kingdom prior to 30
April 2011; and

e are not a person mentioned in paragraphs (c) to (j) in the Glossary definition of
electronic money issuer;

regulation 74 will apply to grant you deemed authorisation under regulation 9.

If you are granted such a deemed authorisation you must, before 1 July 2011:
e tell us what type of electronic money institution you wish to become; and
e provide us with such information as we may reasonably require.

We will then consider whether to include you on the FSA Register as an authorised
electronic money institution or a small electronic money institution. If we do then your
deemed authorisation will cease at that time. If we do not then your deemed authorisation
will cease when the period for a reference to the Tribunal has elapsed without a reference
being made or, if the matter is referred, at such time as the Tribunal may direct.

If, by 1 July 2011, you do not tell us what type of electronic money institution you wish to
be, or you notify us that you do not wish to be an electronic money institution, your
deemed authorisation will cease on 30 October 2011 or, if your Part IV permission is
cancelled before that date, on the cancellation of that permission.

Q31. We are currently a small electronic money issuer. Do we need to have applied
for authorisation under the regulations prior to 30 April 2011?

No, under regulation 76, provided:
e you are a small electronic money issuer; and

e Dbefore the 30 April 2011 you carried on the activity of issuing electronic
money in accordance with your certificate;

you may continue until 30 April 2012 to carry on that activity without requiring
authorisation or registration under the regulations.

However, Part 5 and 6 of the regulations will apply to you as will Articles 9C to 91 and
9K of the Regulated Activities Order.
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Amend the following as shown.

8.7

8.7.2

15.2

Engage in investment activity

So, it is quite possible for a person to be carrying on a business in the United
Kingdom for which he does not require authorisation because the business
activity either is not connected with financial services or falls within one of
the exclusions in the Regulated Activities Order but find that the restriction
in section 21 applies to his communications. It should also be noted that e-
meney electronic money is not a controlled investment. This means that the
restriction in section 21 does not apply to the communication of an
invitation or inducement that concerns e-meney electronic money. This is
unless the communication is a financial promotion for some other reason.
For guidance on electronic money see PERG 3A.

General

Q1. Why does it matter whether or not we fall within the scope of the PSD
regulations?

Broadly, when you provide payment services, by way of business, in the UK and
these services do not fall within an exclusion or exemption, you must be:

(e) an e-meney-issuer electronic money issuer {that-is-either-an-e-money-issuer

Q5. As a payment institution rather than a credit institution, are we right in
thinking that our maintenance of payment accounts does not amount to
accepting deposits?

Yes, article 9AB and 9L of the Regulated Activities Order provide that funds
received by payment institutions from payment services users with a view to the
provisions of payment services shall constitute neither deposits nor e-meney
electronic money.

Q8. We are an e-meney electronic money issuer. Do the PSD regulations
apply to us?
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Yes. If you are an e-meney electronic money issuer, you will be subject to the
conduct of business requirements in the PSD regulations. The authorisation and
registration regime applying to UK e-meney electronic money issuers is split
between remains that imposed by the Act (see PERG 2.6.4A) and that imposed by
the Electronic Money Regulations (see PERG 32 3A for guidance abeut-the

regulated-activity-ofissuing-e-money on the scope of the Electronic Money
Requlations).

Small payment institutions, agents and exempt bodies

Q30. We are an agent of an e-meney-issuer electronic money institution for
the purpose of providing payment services. Do we need to apply to the FSA
for registration under the PSD requlations?

As such an agent you will need to be reqistered by your principal under the

Electronic Money Regulations, see PERG 3A Q21. However, in our view you do
not need to be registered as an agent under the PSD requlations unless you are
also providing payment services on behalf of another payment institution.
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Annex N
Amendments to the Building Societies Regulatory Guide (BSOG)

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

1.1.3 G  The following terms are used in this Guide and have the meaning described
here:
"credit an undertaking whose business is to receive deposits or
institution” other repayable funds from the public and to grant

credits for its own account;-er-an-electronic-money
HstHution “'E.l'"' the_ FREARIRG oFarticle 1(3)@ oHine £
I.._Ielney BI nee;_ns (Bnleetnezggl o Q’Eg. ). whicn-has-the
arrangements-underthe BED
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Annex O

Amendments to the Enforcement Guide (EG)

In this Annex, the text is all new and is not underlined.

After EG 19.103 insert the following new text.

19.104

19.105

19.106

19.107

19.108

19.109

Electronic Money Regulations 2011

The FSA has investigation and sanctioning powers in relation to both criminal
and civil breaches of the Electronic Money Regulations. The Electronic Money
Regulations impose requirements including, amongst other things, various
provisions regulating the rights and obligations of electronic money institutions.

The FSA’s approach to enforcing the Electronic Money Regulations will mirror
its general approach to enforcing the Act, as set out in EG 2. It will seek to
exercise its enforcement powers in a manner that is transparent, proportionate,
responsive to the issue, and consistent with its publicly stated policies. It will

also seek to ensure fair treatment when exercising its enforcement powers.
Finally, it will aim to change the behaviour of the electronic money issuer or
relevant person who is the subject of its action, to deter future non-compliance by
others, to eliminate any financial gain or benefit from non-compliance, and
where appropriate, to remedy the harm caused by the non-compliance.

The Electronic Money Regulations, for the most part, mirror the FSA’s
investigative, sanctioning and regulatory powers under the Act. The FSA has
decided to adopt procedures and policies in relation to the use of those powers
akin to those it has under the Act. Key features of the FSA’s approach are
described below.

The conduct of investigations under the Electronic Money Regulations

The Electronic Money Regulations apply much of Part 11 of the Act. The effect
of this is to apply the same procedures under the Act for appointing investigators
and requiring information when investigating breaches of the Electronic Money
Regulations.

The FSA will notify the subject of the investigation that it has appointed
investigators to carry out an investigation under the Electronic Money
Regulations and the reasons for the appointment, unless notification is likely to
prejudice the investigation or otherwise result in it being frustrated. The FSA’s
policy in civil investigations under the Electronic Money Regulations is to use
powers to compel information in the same way as it would in the course of an
investigation under the Act.

Decision making under the Electronic Money Regulations

The RDC is the FSA’s decision maker for some of the decisions under the
Electronic Money Regulations as set out in DEPP 2 Annex 1G. The RDC will
make its decisions following the procedure set out in DEPP 3.2 or, where
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appropriate, DEPP 3.3 and 3.4. DEPP 3.4 applies for urgent notices under
regulations 11(6), (9) and (10)(b) (including as applied by regulation 15).

For decisions made by executive procedures the procedures to be followed will
be those described in DEPP 4.

The Electronic Money Regulations do not require the FSA to have published
procedures to commence criminal prosecutions. However, in these situations the
FSA expects that it will normally follow its decision-making procedures for the
equivalent decisions under the Act.

The Electronic Money Regulations require the FSA to give third party rights as
set out in section 393 of the Act and to give access to material as set out in
section 394 of the Act in certain cases.

Certain FSA decisions (for example the cancellation of an authorisation or the
imposition of a financial penalty) may be referred to the Tribunal by an
aggrieved party.

Imposition of penalties under the Electronic Money Regulations

When determining whether to take action to impose a penalty the FSA’s policy
includes having regard to the relevant factors in DEPP 6.2 and DEPP 6.4. When
determining the level of a financial penalty the FSA’s policy includes having
regard to relevant principles and factors in DEPP 6.5 to 6.5D.

When determining whether to suspend the authorisation or, as the case may be,
the registration of an electronic money institution or limit or otherwise restrict
the carrying on of electronic money issuance or payments services business by an

electronic money issuer the FSA’s policy will have regard to the relevant factors
in DEPP 6A.

As with cases under the Act, the FSA may settle or mediate appropriate cases
involving civil breaches of the Electronic Money Regulations to assist it to
exercise its functions under the Regulations in the most efficient and economic
way. See DEPP 5, DEPP 6.7 and EG 5 for further information on the settlement
process and the settlement discount scheme.

Statement of policy in section 169(7) interviews (as implemented by the
Electronic Money Regulations)

The Electronic Money Regulations apply section 169 of the Act which requires
the FSA to publish a statement of policy on the conduct of certain interviews in
response to requests from overseas regulators. For the purposes of the Electronic
Money Regulations the FSA will follow the procedures described in DEPP 7.
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PRUDENTIAL SOURCEBOOK FOR INSURERS (AMENDMENT NO 2)
INSTRUMENT 2011

Powers exercised

A. The Financial Services Authority makes this instrument in the exercise of the
following powers and related provisions in the Financial Services and Markets Act
2000 (“the Act”):
@) section 138 (General rule-making power);
(2) section 150(2) (Actions for damages);
(3) section 156 (General supplementary powers); and
4) section 157(1) (Guidance).

B. The rule-making powers listed above are specified for the purpose of section 153(2)
(Rule-making instruments) of the Act.

Commencement

C. This instrument comes into force on 6 March 2011.

Amendments to the Handbook

D. The Prudential sourcebook for Insurers (INSPRU) is amended in accordance with the
Annex to this instrument.

Citation
E. This instrument may be cited as the Prudential Sourcebook for Insurers (Amendment

No 2) Instrument 2011.

By order of the Board
24 February 2011
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Annex
Amendments to the Prudential sourcebook for Insurers (INSPRU)

In this Annex, underlining indicates new text.

6.1.42A R  For the purposes of calculating group capital resources, a firm must
exclude:

(1) the book value of any investment by a related undertaking of the
undertaking in INSPRU 6.1.17R in shares of, or loans to, an
undertaking that is not a related undertaking, where that
undertaking has invested in the capital resources of a regulated
related undertaking of the undertaking in INSPRU 6.1.17R; and

(2) any item of capital not in (1) to the extent that it is the result of or
otherwise attributable to reciprocal financing arrangements
entered into by the undertaking in INSPRU 6.1.17R or by a
related undertaking of an undertaking in INSPRU 6.1.17R.

6.1.42B G The Insurance Groups Directive gives an example of reciprocal
financing as when an insurance undertaking, or any of its related
undertakings, holds shares in, or makes loans to, another undertaking
which, directly or indirectly, holds an element eligible for the solvency
margin of the first undertaking. However, there are other instances of
reciprocal financing, for example where a group undertaking provides a
guarantee to an undertaking outside the group, in whole or partial
reliance on which the non-group undertaking invests in or provides any
kind of financial accommodation to support the capital resources of a
group undertaking whose capital resources are relevant to the group
capital resources calculation. INSPRU 6.1.42AR(2) requires that firms
exclude from group capital resources those items of capital resulting
from or attributable to such reciprocal financing arrangements.
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MARKET CONDUCT SOURCEBOOK (AMENDMENT NO 10) INSTRUMENT 2011

Powers exercised

A. The Financial Services 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 119 (The code); and
2 section 121 (Codes: procedure).

Commencement
B. This instrument comes into force on 6 March 2011.
Amendments to the Handbook

C. The Market Conduct sourcebook (MAR) is amended in accordance with the Annex to
this instrument.

Citation
D. This instrument may be cited as the Market Conduct Sourcebook (Amendment No 10)

Instrument 2011.

By order of the Board
24 February 2011
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Annex
Amendments to the Market Conduct sourcebook (MAR)

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

1.3 Market abuse (insider dealing)

Factors to be taken into account: “on the basis of”

1.3.3 E
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information: [deleted]
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DECISION PROCEDURE AND PENALTIES MANUAL AND ENFORCEMENT

Powers exercised

GUIDE (AMENDMENT NO 2) INSTRUMENT 2011

A The Financial Services Authority makes this instrument in the exercise of the
following powers and related provisions in or under:

1) the following sections of the Financial Services and Markets Act 2000 (“the

Act?):

(@)

(b)
()
(d)

(€)

section 69(1) (Statement of policy) as applied by paragraph 1 of the
Schedule to the Cross-Border Payment in Euro Regulations 2010 (Sl
2010/89) (“the Regulations”);

section 138 (General rule-making power);

section 157(1) (Guidance);

section 210(1) (Statements of policy) as applied by paragraph 3 of the
Schedule to the Regulations; and

section 395(5) (The Authority’s procedures) as applied by paragraph 5
of the Schedule to the Regulations, and by paragraph 7 of Schedule 5
to the Payment Services Regulations 2009 (SI 2009/209); and

2 regulation 14 (Guidance) of the Regulations.

B. The rule-making power listed above is specified for the purpose of section 153(2)
(Rule-making instruments) of the Act.

Commencement

C. This instrument comes into force on 6 March 2011.

Amendments to the Handbook

D. The modules of the FSA’s Handbook of rules and guidance listed in column (1) below
are amended in accordance with the Annexes to this instrument listed in column (2).

1) )
Glossary of definitions Annex A
General Provisions (GEN) Annex B
Decision Procedure and Penalties manual (DEPP) Annex C

Amendments to the Enforcement Guide

E. The Enforcement Guide (EG) is amended in accordance with Annex D to this

instrument.
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Citation

F. This instrument may be cited as the Decision Procedure and Penalties Manual and
Enforcement Guide (Amendment No 2) Instrument 2011.

By order of the Board
24 February 2011
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Annex A
Amendments to the Glossary of definitions

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

Insert the following new definitions in the appropriate alphabetical position. The text is not
underlined.

Cross-Border the Cross-Border Payments in Euro Regulations 2010 (SI 2010/89).
Payments in Euro
Regulations

EU Cross-Border  Regulation (EC) No. 924/2009 of the European Parliament and of the
Regulation Council on cross-border payments in the European Community.

Amend the following as shown.

employee

(2) (for the purposes of:

(aa) GEN 4 (Statutory status disclosure);

(ab) GEN 6.1 (Payment of financial penalties);

restriction notice a notice served under seetien sections 191B or 301J of the Act.

settlement decision (in DEPP and EG) two members of the FSA's executive of at least

makers director of division level (which may include an acting director) with
responsibility for deciding whether to give statutory notices in the
circumstances described in DEPP 5.

settlement discount (in DEPP and EG) the scheme described in DEPP 6.7 by which the

scheme financial penalty that might otherwise be payable, or the length of the
period of suspension or restriction that might otherwise be imposed, in
respect of a person’s misconduct or contravention may be reduced to
reflect the timing of any settlement agreement.

Tribunal the Financial-Services-and-MarketsTribunal Upper Tribunal, namely
the Tribunal established under section 3 of the Tribunals, Courts and
Enforcement Act 2007, and to which the functions of the Financial
Services and Markets Tribunal were transferred on 6 April 2010 by the
Transfer of Tribunal Functions Order 2010.
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Delete the following definition. The deleted text is not shown.

Financial Services and Markets Tribunal
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Annex B
Amendments to the General Provisions sourcebook (GEN)

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

6.1 hasuranee-against Payment of financial penalties
6.1.4 R In this chapter ‘financial penalty’ means a financial penalty that the FSA has

imposed, or may impose, under the Act. It does not include a financial
penalty imposed by any other body.

Payment of a penalty imposed on an employee

6.1.4A R No firm, except a sole trader, may pay a financial penalty imposed by the
FSA on a present or former employee, director or partner of the firm or of an
affiliated company.

6.1.7 G GENG6.1.4AR, GEN 6.1.5R and GEN 6.1.6R do not prevent a firm or
member from entering into, arranging, claiming on or making any payment
under a contract of insurance which indemnifies any person against all or
part of the costs of defending FSA enforcement action or any costs they may
be ordered to pay to the FSA.
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Annex C
Amendments to the Decision Procedure and Penalties manual (DEPP)

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

1.1.2 G  The purpose of DEPP is to satisfy the requirements of sections 63C(1),
69(1), 93(1), 124(1), 131J(1), 169(A (9), 210(1) and 395 of the Act that the
FSA publish the statements of procedure or policy referred to in DEPP
1.1.1G.

1.2 Introduction to statutory notices

Statutory and related notices

1.2.6A

(@)

Statutory notice associated decisions do not include decisions relating to the
publication of a statutory notice.

2.5.7 G  The RDC will take the decision to give a supervisory notice exercising the
FSA’s own initiative power (by removing a regulated activity, by imposing a
limitation or requirement or by specifying a narrower description of
regulated activity) if the action involves a fundamental change (see DEPP
2.5.8G) to the nature of a permission. Otherwise, the decision to give the
decision notice will be taken by FSA staff under executive procedures.

2.5.7A

(@)

Notwithstanding DEPP 2.5.7G, FSA staff under executive procedures will
be the decision maker whenever a firm agrees not to contest the F.S4’s
exercise of its own initiative power, including where the FS4’s action
involves a fundamental change to the nature of a permission.

2 Annex 1G Warning notices and decision notices under the Act and certain other

enactments
Section of Description Handbook | Decision maker
the Act reference
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89K (2)/(3)

when the FSA is proposing or

deciding to publish a statement
that an issuer of securities
admitted to trading on a regulated
market is failing or has failed to
comply with an applicable
transparency obligation

ZY)
g
O

256(4)/(5)

when the FSA is proposing or

deciding to refuse a request for
the revocation of the
authorisation order of an AUT

2y
g
O

313B(9)

313B(10)/
(11)

the-suspension [deleted]

313BB(5)/

when, upon the application of an

REC 4.2D

Executive

313BC(5)

institution, the FSA is proposing

or deciding not to revoke a
requirement imposed on an
institution under section 313A or
is proposing or deciding that a
requirement imposed on a class of
institutions under section 313A
will continue to apply to the

applicant

procedures

313BD(5)/

when, upon the application of an

REC 4.2D

Executive

313BE(4)

issuer, the FSA is proposing or
deciding not to revoke a
requirement imposed on an
institution or a class of institutions
under section 313A or to revoke a

procedures
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requirement imposed on a class of

institutions under section 313A in

relation to the class apart from
one or more specified members of
it, or one or more specified
members of the class only

Payment Description Handbook | Decision maker
Services reference
Regulations
Regulations | when the FSA is proposing to Executive
9(7) and 14 refuse an application for procedures
authorisation as an authorised
payment institution, or for
registration as a small payment
institution, or to impose a
requirement, or to refuse an
application to vary an
authorisation
Regulations | when the FSA is deciding to Executive
9(8)(a) and refuse an application for procedures where
14 authorisation as an authorised no representations
payment institution, or for are made in
registration of a small payment response to a
institution, or to impose a warning notice,
requirement, or to refuse an otherwise by the
application to vary an RDC
authorisation
Regulated Description Handbook | Decision maker
Covered reference
Bonds
Regulations
2008
Regulation when the FSA is proposing or RCB 6 RDC
35(1)/(3) deciding to impose a penalty on a

person under regulation 34*
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Cross- Description Handbook | Decision maker
Border reference
Payments in
Euro
Requlations
2010
Regulations | when the FSA is proposing or RDC
7(1) and 7(3) | deciding to impose a financial
penalty*
Regulations | when the FSA is proposing or RDC
7(1) and 7(3) | deciding to publish a statement
that a payment service provider
has contravened the EU Cross-
Border Regulation *
Regulations | when the FSA is proposing or RDC
10(1) and deciding to exercise its powers to
10(3) require restitution *
Schedule when the FSA is proposing or RDC
paragraph 1 deciding to publish a statement
that a relevant person has been
knowingly concerned with a
contravention of the EU Cross-
Border Regulation (Note 1)
Schedule when the FSA is proposing or RDC

paragraph 1

deciding to impose a financial

penalty against a relevant person

(Note 1)

Note:

(1) The Cross-Border Payments in Euro Requlations do not require third party rights

and access to FSA material when the FSA exercises this power. However, the FSA

generally intends to allow for third party rights and access to material when

exercising this power.

2 Annex 2G  Supervisory notices

Section of
the Act

Description

Handbook
reference

Decision
maker
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78A(2)/(8) | when the FSA discontinues or LR 5 Executive
(b) suspends the listing of a security on procedures
the application of the issuer of the
security
191B(1) when the FSA gives a restriction Executive
notice under section 191B procedures
197(3)/(6) | when the FSA is exercising its power | SUP 14 RDC or
1(7)(b) of intervention in respect of an executive
incoming firm procedures
See DEPP
2.5.7G and
2.5.7AG
301J(1) when the FSA gives a restriction Executive
notice under section 301J procedures

G  If FSA staff recommend that action be taken and they consider that the
decision falls within the responsibility of a senior staff committee:

the decision may be taken by a member of the FSA’s executive of at least
director of division level (which may include an acting director) or, in the
case of a senior staff committee which reports directly to the FSA’s senior
executive committee, by a member of that committee.

©)

The decision will be taken jointly by two members of the FSA’s
executive of at least director of division level (which may include an

acting director) (the “settlement decision makers”).
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Withdrawal of authorisation

The FSA may withdraw a firm’s authorisation under section 33 of the Act,
as well as impose a financial penalty. Such action by the FSA does not affect
the FSA’s assessment of the appropriate financial penalty in relation to a
breach. However, the fact that the FSA has withdrawn a firm’s
authorisation, as a result of which the firm may have less earning potential,
may be relevant in assessing whether the penalty will cause the firm serious
financial hardship.

Persons subject to enforcement action may be prepared to agree the amount
of any financial penalty, or the length of any period of suspension or
restriction, and other conditions which the FSA seeks to impose by way of
such action. Such conditions might include, for example, the amount or
mechanism for the payment of compensation to consumers. The FSA
recognises the benefits of such agreements, in that they offer the potential
for securing earlier redress or protection for consumers and the saving of
cost to the person concerned and the FSA itself in contesting the financial
penalty, suspension or restriction. The penalty that might otherwise be
payable, or the length of the period of suspension or restriction that might
otherwise be imposed, in respect of a breach by the person concerned will
therefore be reduced to reflect the timing of any settlement agreement.

The settlement discount scheme applied to financial penalties

G

In appropriate cases the FSA’s approach will be to negotiate with the person
concerned to agree in principle the amount of a financial penalty having
regard to the FSA’s statement of policy as set out in DEPP 6.5 to DEPP
6.5D and DEPP 6.6. (This starting figure will take no account of the
existence of the settlement discount scheme described in this section.) Such
amount (“A”) will then be reduced by a percentage of A according to the
stage in the process at which agreement is reached. The resulting figure
(“B”) will be the amount actually payable by the person concerned in
respect of the breach. However, where part of a proposed financial penalty
specifically equates to the disgorgement of profit accrued or loss avoided
then the percentage reduction will not apply to that part of the penalty.

The settlement discount scheme applied to suspensions and restrictions

The settlement discount scheme which applies to the amount of a financial
penalty, described in DEPP 6.7.2G to DEPP 6.7.5G, also applies to the
length of the period of a suspension or restriction, having regard to the
FSA’s statement of policy as set out in DEPP 6A.3.
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G

G
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The FSA and the person on whom a suspension or restriction is to be
imposed may seek to agree the length of the period of suspension or
restriction and other terms. In recognition of the benefits of such

agreements, DEPP 6.7 provides that the length of a period of suspension or

restriction which might otherwise have been imposed will be reduced to
reflect the stage at which the FSA and the person concerned reached an

agreement.

Fees and other required payments

The FSA’s power to impose financial penalties is contained in:

the Payment Services Regulations

the Cross-Border Payments in Euro Requlations

Powers Exercised

The following powers and related provisions in or under the Act have been
exercised by the FSA to make the statements of policy in DEPP:

Section 69 (Statement of policy) (including as applied by paragraph 1

of Schedule 5 to the Payment Services Regulations and by paragraph 1

of the Schedule to the Cross-Border Payments in Euro Requlations)

Section 210(1) (Statements of policy) (including as applied by
regulation 86(6) of the Payment Services Regulations and by
paragraph 3 of the Schedule to the Cross-Border Payments in Euro
Regulations)

Section 395 (The Authority’s procedures) (including as applied by

paragraph 5 of the Schedule to the Cross-Border Payments in Euro
Requlations)
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The following additional powers and related provisions have been exercised
by the FSA to make the statements of policy in DEPP:

Regulation 93 (Guidance) of the Payment Services Regulations

Requlation 14 (Guidance) of the Cross-Border Payments in Euro
Requlations
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Annex D

Amendments to the Enforcement Guide (EG)

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

2.1

5.14

5.19A

The FSA’s effective and proportionate use of its enforcement powers plays an
important role in the pursuit of its regulatory objectives of protecting consumers,
maintaining confidence in the financial system, financial stability premetingpublic
awareness and reducing financial crime. For example, using enforcement helps to
contribute to the protection of consumers and to deter future contraventions of FSA
and other applicable requirements and financial crime. It can also be a particularly
effective way, through publication of enforcement outcomes, of raising awareness
of regulatory standards.

The settlement discount scheme allows a reduction in a financial penalty, period of
suspension or period of restriction that would otherwise be imposed on a person
according to the stage at which the agreement is reached. Full details of the scheme
are set out in DEPP 6.7.

The procedure for the settlement discount scheme where the outcome is potentially a

6.7

6.8

financial penalty, described in paragraphs 5.14 to 5.19, will also apply where the
outcome is potentially a suspension or restriction.

For beth supervisory notices (as defined in section 395(13)) which have taken
effect, decision notices and final notices, section 391 of the Act requires the FSA to
publish, in such manner as it considers appropriate, such information about the
matter to which the notice relates as it considers appropriate. However, section 391
provides that the FSA cannot publish information if publication of it would, in its
opinion, be unfair to the person with respect to whom the action was taken or
prejudicial to consumers.

Decision notices and Fiaal final notices

The FSA will consider the circumstances of each case, but will ordinarily publicise
enforcement action where this has led to the issue of a final notice. The FSA may
also publicise enforcement action where this has led to the issue of a decision

notice. The FSA will decide on a case-by-case basis whether to publish information
about the matter to which a decision notice relates, but expects normally to publish a
decision notice if the subject of enforcement action decides to refer the matter to the
Tribunal. The FSA may also publish a decision notice before a person has decided
whether to refer the matter to the Tribunal if the FSA considers there is a
compelling reason to do so. For example, the FSA may consider that early
publication of the detail of its reasons for taking action is necessary for market
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confidence reasons or to allow consumers to avoid any potential harm arising from a
firm’s actions. If a person decides not to refer a matter to the Tribunal, the FSA will

qenerally only publlsh a flnal notlce Pubheaﬂen—m#gene#&”y—meh&d&plaemg—the

If the FSA intends to publish a decision notice, it will give advance notice of its
intention to the person to whom the decision notice is given and to any third party to
whom a copy of the notice is given. The FSA will consider any representations
made, but will normally not decide against publication solely because it is claimed
that publication could have a negative impact on a person’s reputation. The FSA
will also not decide against publication solely because a person asks for
confidentiality when they refer a matter to the Tribunal.

Publication will generally include placing the decision notice or final notice on the
FSA website and this will often be accompanied by a press release. The FSA will
also consider what information about the matter should be included on the FSA
Reqister. Additional guidance on the FSA’s approach to the publication of
information on the FSA Regqister in certain specific types of cases is set out at the
end of this chapter.

However, as required by the Act (see paragraph 6.7 above), the FSA will not publish
information if publication of it would, in its opinion, be unfair to the person in
respect of whom the action is taken or prejudicial to the interests of consumers. It
may make that decision where, for example, publication could damage market
confidence or undermine market integrity in a way that could be damaging to the
interests of consumers.

Publishing final-netices notices is important to ensure the transparency of FSA
decision-making; it informs the public and helps to maximise the deterrent effect of
enforcement action. The FSA will upon request review decision notices, final
notices and related press releases that are published on the FSA’s website aftera
period-ofsix-years. The FSA will determine at that time whether continued
publication is appropriate, or whether notices and publicity should be removed or
amended.

In carrying out its review the FSA will consider all relevant factors. In particular,

the FSA will take into account:

° the seriousness of the person’s misconduct;

. the nature of the action taken by the FSA and the level of any sanction
imposed on the person;

° whether the FSA has continuing 