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If any of the topics discussed above raise questions or a
need for guidance or support, please feel free to contact
Peter Carlisle



mailto:peter.carlisle@complyport.co.uk

SA Submissions i Important changes

Useful Links: The Regulatory Roundup Issue 10, 12 March 2010, reported that the

0 Wh kg ha@ slipped a little behind on its releas@n 7" June 2010 the
electronic submission system, see link, was launched and allows for the
application or notification of Approved Persons, Appointed
Representatives, Variations of permissions, Passports, Cancellations,

Reaqistration information

Instrument Waivers and Standing data.
/ KIyasa (42 GKS Cc{! IIFyR62212 So3ao
AYO2NLIR2 NI GSR Ay (GKS WhytAyS &adzm YAa
LyadNHzYSyid wnmnQo b2GS GKIFIG GKS {

changed slightlyg please look at the instrument on page 25, 16 Annex
Mmc!w F2NJRSOGFAfa 2y (GKS ySg NBI dzA N
oraSR LINPOSaasSa yR adeaiSyvya adzOK |
decommissioned. Firms will have a 3 month period in which they have a
choice to use the new electronic system or continue to submit using the
hard copy method. Electronic submissions will become mandatory from 4
October 2010.

Firms will need to register before using Olgee link.
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http://www.fsa.gov.uk/pages/Doing/Regulated/ona/index.shtml
http://www.fsa.gov.uk/Pages/Doing/Regulated/ona/registration/index.shtml
http://fsahandbook.info/FSA/handbook/LI/2010/2010_24.pdf

utures and alcohol

Useful Links:

Final Notice Stephen
Perkins

Final Noticec JP Morgan

Final Noticec Rowan
Dartington

An unusual Final Notice relating to Stephen Perkins was published on the
FSA website.

Mr Perkins, a (now ex) oil futures broker was fined £72K by the FSA and
prohibited from performing any controlled function for at least five years for
market abuse.His unauthorised trading actions over 29 and 30 June 2009
had the direct effect of increasing the price of Bremver a two hour period
Perkins was party to 69% of market volume tradetils explanation for his
trading was interesting: he was drunkollowing a heavy weekend session

he claimed to have been in an alcohol induced blackout and had a limited
recollection of events. The FSA accepted this but being drunk did not negate
GKSANI FAYRAY3 (GKIFG KS gla y2a  FA
person may have been convicted of, or dismissed or suspended from
employment for, drug or alcohol abuses or other abusive acts. This will be
O2y&aARSNBR 2yfe Ay NBfFldAzy G2 | L
LI NI A Odzf | NJ O2y (iNRft SR Fdzy OliAazy TF2N
The Daily Telegraph has subsequently published an article suggesting Mr
Perkins may resume his career in Switzerland.

Few people will have failed to read about the record £33.32m fine imposed
on JP Morgan Securities Ltd for client money failingss firms will be

aware from past Regulatory Roundups (e.g. # 8 & 15) the FSA is paying
closer attention to this area.

Rowan Dartington, despite receiving less focus in the headlines, was also
fined (£511K) for client money failingalthough the FSA now has a
dedicated client money unit in place, both firms selported to the FSA

after finding issues.

¢2 jd2GS tldzZA {KIFENYFZ C{! B5ANBOGZN
science. You have to separate your client assets. You have to keep proper
records and you have to have a proper legal foundation for the segregation.

Firms that hold client money may wish to review the Final Notices and
compare the findings therein with their current polices and procedures.

Complyport Limited

COMPLYPORT 4 Cavendish Square, London W1G OPG

COMPLIANCE LEADERSHIP t: +44 (0) 20 7399 4980 f: +44 (0) 20 7629 8002

e:info@complyport.co.uk w: www.complyport.co.uk


http://www.fsa.gov.uk/pubs/final/stephen_perkins.pdf
http://www.fsa.gov.uk/pubs/final/stephen_perkins.pdf
http://www.fsa.gov.uk/pubs/final/stephen_perkins.pdf
http://www.fsa.gov.uk/pubs/final/stephen_perkins.pdf
http://www.fsa.gov.uk/pubs/final/stephen_perkins.pdf
http://www.fsa.gov.uk/pubs/final/jpmsl.pdf
http://www.fsa.gov.uk/pubs/final/jpmsl.pdf
http://www.fsa.gov.uk/pubs/final/jpmsl.pdf
http://www.fsa.gov.uk/pubs/final/jpmsl.pdf
http://www.fsa.gov.uk/pubs/final/rowan_dartington.pdf
http://www.fsa.gov.uk/pubs/final/rowan_dartington.pdf
http://www.fsa.gov.uk/pubs/final/rowan_dartington.pdf
http://www.fsa.gov.uk/pubs/final/rowan_dartington.pdf
http://www.fsa.gov.uk/pubs/final/rowan_dartington.pdf

Directed trades

Useful Links: Anjam Ahmad was the subject of a Final Notice for having directed trades
Final Notice to a broker with which he had entered into an improved commission
agreement with.

Although an initial commission rate of 5bps was agreed between the broker
FYR ! KYFRQa FANYXY 6! YhOoO KS €FGSNJ Sy
with the broker. As a result the agreed rate of commission varied from 16 to
72 bps with a weighted average of 46 b$e overall effect of this was that
AKO paid an extra $739K commissiéihmad received benefits of around
£131K- O0O2NRAY 3 (2 GKS b2G4AOS Ay | RRJ
@2dzOKSNARXZ 32t R | YR TPRKOvEIK insighte¢/dr thik 2 {
(and the FSA makes no criticism of AKO) as confirmation notes showed the
trades as principal transactions between AKO and the broker with no
commission charged.

Despite this Ahmad was only subject to a penalty of £131K, being a
disgorgement of the value of the benefits receivdd.arriving at this

decision the FSA took into accountaperation offered by Ahmad in respect

of an (unrelated) investigation omsider dealing.With regard to the latter
Ahmad entered into a plea agreement with the FSA under the Serious
Organised Crime and Police Act 2005, which is the first time the FSA has us
these powers.For his insider dealing activities Ahmad received a
suspended10 months imprisonment sentence; sentenced to 300 hours
community work; and fined £50KA confiscation order was also made

against him in the sum of £106,280.

The link will provide access to the Final Notice issued by the FSA in respect
the directed trades issue as well as providing a listing of the 11 individuals
that the FSA is currently prosecuting for insider dealing.
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http://www.fsa.gov.uk/pages/Library/Communication/PR/2010/104.shtml

Useful Links:
SYSC5.1

CP 10/12

Requlatory Roundup #11

The FSA has released CP 10412/ 2 YLISG Sy OS | yR SGKA O3

The Code of Practice for Approved Persons (APER) will have some
amendments, chief of which will be the addition of APER 4.5.13A which will
require those holding a significant influence functigbasically all controlled
functions bar the CF 30 customer function) to satisfy themselves that the area
of business that they are responsible for has appropriate procedures in place to
measure the competence of each individual member of staff.

¢KS NBYFAYRSNI 2F (GKS LJ LISNIfFNBSte&
Competence (TC) requirements so will be relevant to firms which have retail
clients. Having said this, and in keeping with SYBSSC4A, many nometail

firms take TC into account when complying with the training and competence
requirements in SYSGuch firms may also wish to consider the new CP.

Proposals include imposing a 30 month time limit in which an individual must

LI a&a +Fff NBJdZANBR SEFYAaT GKS NBY2JI
affected individuals must pass the required exams; and the reintroduction to TC
2F F tAad 2F ljdZd t AFAOLGA2ya GKFG YS:

The major impact is upon tredviceelement that a firm may offer and is a
consequence of the Retail Distribution Review.

We know that many firms use the IMC as a competence benchmark (see
Regulatory Roundup #11 for changes being made to the IB{C)vay of

example, discretionary portfolio managers that do not advise will not be
affected. However those discretionary portfolio managers that also offer

advice will find that the IMC will cease to be an acceptable qualification after
31 December 2012This is illustrated in Appendix 4R of the draft TiCTable

11 (managing investments) the IMC is acceptable whereas in Table 2 (advising
on securities) the IMC is only valid until 31 December 20t link in

Regulatory Roundup #11 will allow the download of an explanatory brochure.

The proposed draft rules can be found in Appendix 1 of the CP.

The consultation period ends 6 September 2010.
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http://fsahandbook.info/FSA/html/handbook/SYSC/5/1
http://www.fsa.gov.uk/pubs/cp/cp10_12.pdf
http://www.complyport.com/downloads/Webround_11.pdf

M directive delay

Useful Links: Rapporteur JeasPaul Gauzes has now announced that the Parliamentary
News on delay vote on the AIFM directive will be delayed from July until September.

Regulatory Roundup #15 The UK is said to be pushing for second chance passports into individual
countries for non EU funds that fail to qualify for a license because they do
not meet the required standards. In addition, the UK is looking to water
down the powers given to the pan European regulators, such as ESMA (see
Regulatory Roundup #15), while the Parliament is apparently pushing the
other way. Spain had hoped to find a compromise version before its
Presidency was up but Belgium will take the EU Presidency from Spain in
July.

C{! Qa ! LCa RA NG&jun@ e FSA held a presentation on the AIFM directive.
presentation

z

A Thet Ayl oAttt GF1S @2dz 62 GKS af ARSa
5y 2 Ispe&NA Q presentation.

Slides 14 & 15 concemarketingand firms could find them useful as an

aide memoire.The slides contain domicile of fund vs. domicile of manager
matrices on how marketing will be impacted if the Council win (ECOFIN) or
Parliament wins (ECON) (see Regulatory Roundup 15 for a refresher on
how the EU system works).

Note the harsher regime of EC@Nrelation tothird country managers

regardless of domicile of funds and/or EU managers with third country
funds. If certain conditions are not met then not only will marketing be
LINEPKAOGAGSR odzii Ff&az2 W2gy AyWhichl (A ¢
SFTSOGAGStEe gAft YIS AlG WATES3AlEC

Those firms that would like further detail on the marketing implications of
the AIFM directive; particularly with regard to US funds and managers
should read the conference speech made by Dan Waters on 10 June.
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http://www.reuters.com/article/idUSLDE65N0TH20100624
http://www.complyport.com/downloads/Webround_15.pdf
http://www.complyport.com/downloads/Webround_15.pdf
http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2010/0522_dw.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2010/0522_dw.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2010/0522_dw.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2010/0522_dw.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2010/0522_dw.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2010/0522_dw.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2010/0522_dw.shtml
http://www.complyport.com/downloads/AIFMD_Town_Hall_Presentation_FINAL_20100603 .pdf
http://www.complyport.com/downloads/AIFMD_Town_Hall_Presentation_FINAL_20100603 .pdf
http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2010/0522_dw.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2010/0522_dw.shtml

he role of auditors

Useful Links:
Discussion Paper 10/3

If you need help with a
section 166 report,

contactComplyport

5Aa0dzaaAzy tILSN mnko a9
LINHZRSY G AL f NBIdzA | §A2yE KI

Firms thathold client money and assetsay find 3.43 onwards of

interest. As mentioned in previous Regulatory Roundups, and indeed on

LI 3S o 2F GKA& wS3dzZ I G§2NB w2 dzy RdzLJZ
handling of client assetsAs you will know, SUP 3 concerns auditors with

SUP 3.10 setting out the duties of an auditor of a firm regarding client
money and assetsThe FSA places some reliance on these independent
assurances so is concerned that there is a lack of understanding of the FSA
Handbook among some auditorExamples cited include audit reports

guoting the wrong FSA Firm Reference Number, or even referring to
another firm; not understanding the SUP 3.10 obligations; and referring to
the wrong chapters of the HandbooRhe FSA intend to consult by the

SYR 2F {SLIWGSYOSNI Hamn 2y LINRLRALI f &
on client assets.

The Discussion Paper also reveals that the FSA is considering making more
effective use obection 166Skilled Persons Report§iven the number of

firms the FSA regulates, and the move to more intensive supervision, it

may be that the FSA should be thinking in terms of commissioning more
s166 Reports (88 were commissioned in 2009/X)rrently s166 Reports
involve a contractual relationship between the firm and the skilled person
which the FSA feel may give rise to a conflict of interébe FSA is

considering whether it is desirable for FSMA to be amended to allow it to
commission the equivalent of a s166 directly, with the report being
addressed to the FSA but paid for by the firm.

Other areas under consideraticare the possibility ofegulatory returns

being subject to audit or some other form of regulatory review (the

FSAO001 is one of the forms that appear to cause problems) and, in chapter
7, whether auditors should have a role in relatiorPidlar 3disclosure.
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http://www.fsa.gov.uk/pubs/discussion/dp10_03.pdf
mailto:philip.chapman@complyport.co.uk

regulatory reform

Useful Links:
| SOG2NI {IyiaQ

FSA announcemetJon
Pain

FSA announcementSally
Dewar

Sheila Nicoll's speech

The FSA is being broken up into the Prudential Regulation Authority
OMINVE @ E A | AdzoAARAINE 2F GKS .k
t NEGSOGA2Y YR al N]ASvioyeal tranifiog pdeds® 0
is underway with Hector Sants to become the head of the PRA.

Hector Sants mentioned in his recent speech (see link) that all the major
policy initiatives of the FSA will be taken forward into the new structure

and that the intensive supervisory approach will continue in the new
organisational framework. According to Lord Turner, who will remain
Chairman at the FSA during the transition, 'there will be a high degree of
continuity which builds on the new supervisory techniques'. Please see the
WC{! /KFEANXIYyQa &aLISSOKQ IINIAOEtS Ay
AYF2NXYIGAZ2Y 2F ¢dzNYySNR& aLISSOK®P hy
YR ¢dzNYSNE {KSAflF bAO2tft Ffaz2z NBA
changes announced by the government are about regulatory structures,
y2i (0KS adomaidly0S 2F gKIG 6S R2Q@®

Jon Pain, Managing Director of Supervision at the FSA, has indicated that
there will not be a suitable role for him in the new structure (Pain was,
reportedly, to be head of the FSA following Sants expected departure) and
will be leaving the FSA in January 2011. Sally Dewar, Managing Director of
Risk at the FSA, has also announced that she will be leaving the FSA (in
March 2011).

Other reforms in the financial services industry include the Bank of

gyt yRUaA ySgfte ONBFEGISR CAYyl yOALlf
responsible for macrprudential regulation. It should be remembered
thatay @ OKIy3Sa GKIG aNJl hao2NyS K2LIS:
LINHZRSY GALFEQ YIFIGGSNAR YR NR&a]l FNB |
9dzNR LISQa é6AaKSa o6abISt fWo/dMIRY IS @ X yizL
Roundup #15)A new Economic Crime Agency will also be created for the
function that was previously dealt with by a number of different entities

such as the Serious Fraud Office and the FSA.
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http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2010/0624_hs.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Statements/2010/pain.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Statements/2010/pain.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Statements/2010/pain.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Statements/2010/pain.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Statements/2010/pain.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Statements/2010/dewar.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Statements/2010/dewar.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Statements/2010/dewar.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Statements/2010/dewar.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Statements/2010/dewar.shtml
http://www.fsa.gov.uk/pages/Library/Communication/Speeches/2010/0624_sn.shtml
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Useful Links: ' RFANI ¢dzNYySNJ aL21S 4 GKS cCc{!Qa !y
I RIANJ ¢ dzNJ S NI &epatingdo8 thekperformance over the past year.

'S YSYydGA2ySR GKIFIG AG Aa WOHSNE RATFT
of outcome in the latest year which measure our performance in any
YSIEYAYITFdzd 61 @8Qd ¢KS ! yydzr f wSLI2 NI
between activities and outcomes. Turner indicated how the FSA has
OKI'yaSR 2@SNJ GKS LI &d o @SINRX @Al
adzLISNBAaAAZ2Y 2F LINRPRAzOG GSNXa RAa&Of
0StAST GKIFIG WGKS ALISOAFAO OKI NI OGS
...require a more interventionist approach.

We¢KS F2BSNYYSyild KFra y2g RSOARSRQ i
and Turner outlined his long belief of the dangers in the current structure.
WLFT GKS ySg LINHZRSYGAFE | LIINRIF OKSaA
sound, the proof will be whether our banks and insurance companies

I @2AR (NRdzotS AY Hamp YR HAHNDQ
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