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¢ƘŜ C{! Ƙŀǎ ǇǳōƭƛǎƘŜŘ vǳŀǊǘŜǊƭȅ /ƻƴǎǳƭǘŀǘƛƻƴ tŀǇŜǊ /tмлκмр όΨv/tΩύ 
which contains proposed changes to various parts of the Handbook.

It is not the best composed paper as not only does it already come with an 
addendum but the proposed changes to the approved persons regime in 
SUP that should be in Appendix 12 of the QCP turn out to contain changes 
ǘƻ ǘƘŜ C{!лло όΨ/ŀǇƛǘŀƭ ŀŘŜǉǳŀŎȅΩύ ŀƴŘ ǎǳǇǇƻǊǘƛƴƎ ŎƻƳǇƭŜǘƛƻƴ ƎǳƛŘŀƴŎŜ 
notes.

The consultation period ends 6 September (except for the proposed 
changes to the liquidity regime where the closing date is 13 August).

Quarterly Consultation Paper

Useful Links:

Quarterly Consultation 
Paper no.25     
http://www.fsa.gov.uk/pu
bs/cp/cp10_15.pdf

Addendum
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The FSA have proposed four small changes to data item FSA003, 
improving the data reported by firms to the FSA. The amendments are 
relevant to all firms subject to the Capital Requirements Directive. 

Changes made to SUP 16 Annexes 24R (Data items) and 25G (Guidance 
notes) can be found in Appendix 12 (ignore the erroneous face sheet to 
!ǇǇŜƴŘƛȄ мнύ ƻŦ ǘƘŜ v/tΦ CƛŜƭŘǎ ǘƛǘƭŜŘ ΨŎŀǇƛǘŀƭ ǇƭŀƴƴƛƴƎ ōǳŦŦŜǊΩΣ ΨŘǊŀǿ Řƻǿƴ 
ƻŦ ŎŀǇƛǘŀƭ ǇƭŀƴƴƛƴƎ ōǳŦŦŜǊΩΣ ΨǎǳǊǇƭǳǎκόŘŜŦƛŎƛǘύ ǘƻǘŀƭ ŎŀǇƛǘŀƭ ƻǾŜǊ L/D ŀƴŘ 
ŎŀǇƛǘŀƭ ǇƭŀƴƴƛƴƎ ōǳŦŦŜǊΩ ŀƴŘ ΨǎǳǊǇƭǳǎκόŘŜŦƛŎƛǘύ ƎŜƴŜǊŀƭ ǇǳǊǇƻǎŜ ŎŀǇƛǘŀƭ ƻǾŜǊ 
L/D ŀƴŘ ŎŀǇƛǘŀƭ ǇƭŀƴƴƛƴƎ ōǳŦŦŜǊΩ ŀǊŜ ŀŘŘŜŘ ƛƴǘƻ C{!ллоΦ ¢ƘŜǎŜ ǎǳǇǇƻǊǘ 
IŀƴŘōƻƻƪ ŎƘŀƴƎŜǎ ǘƘŀǘ ǿŜǊŜ ǇǊƻǇƻǎŜŘ ƛƴ /tлфκол όΨ/ŀǇƛǘŀƭ tƭŀƴƴƛƴƎ 
.ǳŦŦŜǊǎΩΣ ǎŜŜ wŜƎǳƭŀǘƻǊȅ wƻǳƴŘǳǇ Ісύ ǿƘƛŎƘ ǎŜǘǎ ƻǳǘ ǘƘŜ ŘŜǘŀƛƭǎ ƻƴ ǘƘŜ 
intended separation of the individual capital guidance (ICG) and capital 
planning buffer (CPB), and the severance of the CPB and the financial 
adequacy rule (GENPRU 1.2.26R). The overall aim of the four changes is to 
ŎƭŀǊƛŦȅ ǘƘŀǘ ǘƘŜ /t. ƛǎ ŀ ǎŜǇŀǊŀǘŜ ŀƳƻǳƴǘ ŦǊƻƳ ǘƘŜ L/D ŀƴŘ ǘƘŀǘ ΨǘƘŜ /t. Ŏŀƴ 
ōŜ ŘǊŀǿƴ Řƻǿƴ ŘǳǊƛƴƎ ŀŘǾŜǊǎŜ ŜȄǘŜǊƴŀƭ ŎƛǊŎǳƳǎǘŀƴŎŜǎΩΦ

For those interested in other data item changes, the FSA include proposals 
relevant to FSA015 (sectorial information, including arrears and 
impairment), FSA044 (analysis of assets and deposits by maturity band ς
see article on BIPRU 12) and the Retail Mediation Activities Return within 
the QCP. 

Changes to SUP 16

Useful Links:

Quarterly Consultation 
Paper no.25     
http://www.fsa.gov.uk/pu
bs/cp/cp10_15.pdf

Addendum

Regulatory Roundup #6
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CƻƭƭƻǿƛƴƎ ǘƘŜ C{!Ωǎ ǊŜŎŜƴǘ ǊŜǾƛŜǿ ƻŦ ǘƘŜ IŀƴŘōƻƻƪthey propose 
correcting a technical error in SUP 10.9.1R that sets out the types of firm 
where the significant management function (CF29) applies. Generally CF29 
is used for larger firms where an individual is not a member of the 
governing body, such as a Director, but does however exercise significant 
ƛƴŦƭǳŜƴŎŜ ƛƴ ǘƘŜ ŦƛǊƳΩǎ ŀŦŦŀƛǊǎΣ ǎǳŎƘ ŀǎ ōŜƛƴƎ ŀ ƘŜŀŘ ƻŦ ŀ ōǳǎƛƴŜǎǎ ǳƴƛǘΦ

SYSC 2.1.1R (which requires firms to have clear and appropriate 
apportionment of responsibilities) was used as a cross reference in the rules 
setting out the application of CF29. SYSC 2 ceased applying to MiFID or CRD 
ŦƛǊƳǎ ŦƻƭƭƻǿƛƴƎ ǘƘƻǎŜ ǊŜǎǇŜŎǘƛǾŜ 5ƛǊŜŎǘƛǾŜǎΩ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴΦ ¢ƘŜǎŜ ŦƛǊƳǎ 
were subject to the new provisions of SYSC under what is known as the 
common platform approach as set out in SYSC 4-10. This common platform 
approach was extended to most other firms, for which SYSC 2 also ceased 
to apply. Currently and from a technical standpoint therefore, according to 
the FSA, the application of CF29 has been carved out for the majority of 
firms subject to the common platform so that it currently applies to those 
generally smaller firms covered by SYSC 4.4. The carve out has not been 
ŘŜƭƛōŜǊŀǘŜ ŀƴŘ ǘƘŜ C{! ǎǘŀǘŜ ǘƘŀǘ ŜǾŜƴ ǘƘŜ /tлсκмрΣ όΨwŜŦƻǊƳƛƴƎ ǘƘŜ 
!ǇǇǊƻǾŜŘ tŜǊǎƻƴǎ ǊŜƎƛƳŜΩύ ǿƘƛŎƘ ƛƴǘǊƻŘǳŎŜŘ /CнфΣ ŎƭŜŀǊƭȅ ǎǘŀǘŜǎ ǘƘŀǘ ƛǘ ǿƛƭƭ 
apply to both MiFID and non-MiFID firms in the future. Consequently the 
FSA believe that most firms will be unaware of the issue and will have been 
operating in line with stated policy intention.

The FSA have proposed to insert a reference to SYSC 4.1.1R into SUP 
10.9.1R to bring the Handbook in line with stated policy intention, 
correcting this technical error. 

(cont.)

A technical correction to CF29

applicability

Useful Links:

Quarterly Consultation 
Paper no.25     
http://www.fsa.gov.uk/pu
bs/cp/cp10_15.pdf

Addendum
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(cont.)

In keeping with the odd construction of this paper the amendments to SUP 
for the CF29 technical correction are found in Appendix 10 (which is 
supposed to concern amendments to FSA015) and not in Appendix 12 
όΨǇǊƻǇƻǎŜŘ ŎƘŀƴƎŜǎ ǘƻ ǘƘŜ ŀǇǇǊƻǾŜŘ ǇŜǊǎƻƴǎ ǊŜƎƛƳŜ ƛƴ ǘƘŜ {ǳǇŜǊǾƛǎƛƻƴ 
ƳŀƴǳŀƭΩ ςwhich actually contains details of changes to FSA003).

As you will know, BIPRU 12.1 ς12.4 (and 12.8 where relevant) applies to 
all BIPRU firms, whilst the remaining BIPRU 12 chapters only apply to ILAS 
BIPRU firms (limited scope and limited activity BIPRU firms are not ILAS 
firms; full scope BIPRU investment firms that meet the exemption in 
BIPRU 12.1.4 are also excluded from the definition of an ILAS BIPRU firm).

¢ƘŜǊŜ ŀǊŜ ǎƻƳŜ ƳƛƴƻǊ ŎƘŀƴƎŜǎ ǘƻ .Ltw¦ мнΦо όΩ[ƛǉǳƛŘƛǘȅ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘΩύ 
ŀƴŘ .Ltw¦ мнΦп όΨ{ǘǊŜǎǎ ǘŜǎǘƛƴƎ ŀƴŘ ŎƻƴǘƛƴƎŜƴŎȅ ŦǳƴŘƛƴƎΩύΣ ŀƭǘƘƻǳƎƘ ōŀǎŜŘ 
upon the table in 4.71 they do not result in substantive changes.Changes 
are also proposed to BIPRU 12.6, although these will only be relevant to 
firms that adopt the simplified ILAS approach.Elsewhere the FSA044 
όΨ!ƴŀƭȅǎƛǎ ƻŦ ŀǎǎŜǘǎ ŀƴŘ ŘŜǇƻǎƛǘǎ ōȅ ƳŀǘǳǊƛǘȅ ōŀƴŘΩύ ǿƛƭƭ ōŜ ǇƘŀǎŜŘ ƻǳǘΦ

The proposed changes to BIPRU (and to SUP 16 guidance notes on the 
completion of relevant FSA returns) can be found in Appendix 4 of the QCP.

A technical correction to CF29

applicability (cont.)

BIPRU 12 ïLiquidity Standards

Useful Links:

Quarterly Consultation 
Paper no.25     
http://www.fsa.gov.uk/pu
bs/cp/cp10_15.pdf

Addendum
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¢ƘŜǊŜ ƛǎ ŀ ǇǊƻǇƻǎŀƭ ǘƻ ŀƳŜƴŘ /h.{ нΦн όΨLƴŦƻǊƳŀǘƛƻƴ ŘƛǎŎƭƻǎǳǊŜ ōŜŦƻǊŜ 
ǇǊƻǾƛŘƛƴƎ ǎŜǊǾƛŎŜǎΩύ ŦƻǊ ŀ ŦƛǊƳΣ ǿƘŜƴ ƛǘ ƛǎ ƳŀƴŀƎƛƴƎ ƛƴǾŜǎǘƳŜƴǘǎ ŦƻǊ ŀ 
professional client (that is not a natural person), to disclose its 
ŎƻƳƳƛǘƳŜƴǘ ǘƻ ǘƘŜ Ψ{ǘŜǿŀǊŘǎƘƛǇ /ƻŘŜΩ όǾŜƴǘǳǊŜ ŎŀǇƛǘŀƭ ŦƛǊƳǎ ǿƛƭƭ ōŜ 
excluded from the proposed requirement).The proposal stems from the 
Walker Review on Corporate Governance.Although the Stewardship Code 
aims to enhance the quality of engagement between institutional investors 
and companies, the Code is addressed in the first instance to firms who 
manage assets on behalf of institutional investors.Note that the proposals 
will apply to all asset managers, although it is accepted that not all firms will 
engage the Code e.g. because the business model is one of active trading or 
ǎƳŀƭƭŜǊ ƛƴǎǘƛǘǳǘƛƻƴǎ Ƴŀȅ ŦŜŜƭ ƛǘ ŘƛǎǇǊƻǇƻǊǘƛƻƴŀǘŜ όǘƘŜǊŜ ƛǎ ŀ άŎƻƳǇƭȅ ƻǊ 
ŜȄǇƭŀƛƴέ ŀǇǇǊƻŀŎƘύΦ 

The Financial Reporting Council (FRC) has taken responsibility for the 
Stewardship Code ςwhich is basically the code issued by the Institutional 
Shareholder Committee last November with a few minor amendments.It 
may be recalled that the FRC also has ownership of the UK Corporate 
Governance Code (see Regulatory Roundup #15); the FRC see the latter and 
the Stewardship Code as being complementary. The Code itself consists of 
7 Principles e.g. having a clear policy on voting and not automatically 
supporting the board (Principle 6) and a robust policy on managing conflicts 
of interest (Principle 2).

The FRC is encouraging all institutional investors to publish by the end of 
September 2010 a statement on their website to the extent they have 
complied with the Code and to notify the FRC when they have done so.

(cont.)

Managing investments and the 

Stewardship Code

Useful Links:

Stewardship Code

Stewardship Code 
Implementation

Regulatory Roundup #15
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(cont.)

The links will take you to the Code and Code implementation 
document. Chapter 5 of the QCP concerns the Stewardship Code and 
Appendix 5 covers the (fairly modest) rule changes.

Managing investments and the 

Stewardship Code (cont.)

Useful Links:

Stewardship Code

Stewardship Code 
Implementation

Regulatory Roundup #15

Quarterly Consultation 
Paper no.25     
http://www.fsa.gov.uk/pu
bs/cp/cp10_15.pdf

Addendum
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¢ƘŜ C{! Ƙŀǎ ǇǊƻǇƻǎŜŘ ŎƘŀƴƎŜǎ ǘƻ /!{{ с ϧ тΣ Ψ/ǳǎǘƻŘȅ wǳƭŜǎΩ ŀƴŘ Ψ/ƭƛŜƴǘ 
aƻƴŜȅ wǳƭŜǎΩ ǊŜǎǇŜŎǘƛǾŜƭȅΦ 

The FSA believe that the only types of firm that these changes will impact 
upon are spread betting andCFD providers which use certain provisions to 
ǊŜƳƻǾŜ ǊŜǘŀƛƭ ŎƭƛŜƴǘǎΩ ƳƻƴƛŜǎ ŦǊƻƳ ŎƭƛŜƴǘ ƳƻƴŜȅ ǇǊƻǘŜŎǘƛƻƴΦ

¢ƘŜ ΨǘƛǘƭŜ ǘǊŀƴǎŦŜǊ ŎƻƭƭŀǘŜǊŀƭ ŀǊǊŀƴƎŜƳŜƴǘǎΩ ό¢¢/!ύ ǊǳƭŜǎ ƛƴ /!{{ с ϧ т ƳŜŀƴ 
that neither the custody rules not the client money rules apply when a 
client transfers full ownership of a safe custody asset or client money to a 
firm to cover future, actual or contingent obligations.

The proposal is that these sort of arrangements will not be allowed in 
respect of retail clients.As such, firms currently using TTCA with retail 
clients will either have to consider the feasibility of re-categorising them as 
elective professionals or else retain them as retail clients and segregate 
their money and assets accordingly in line with the requirements of CASS 6 
& 7. Such firms will also have to consider whether there is any restriction on 
holding client money on their Part IV permissions.

The FSA also comment (s8.18) that some spread betting and CFD providers 
ŀǊŜ ƛƴŎƻǊǊŜŎǘƭȅ ǳǎƛƴƎ ǘƘŜ ΨƳƻƴŜȅ ŘǳŜ ŀƴŘ ǇŀȅŀōƭŜ ǘƻ ǘƘŜ ŦƛǊƳΩ ǇǊƻǾƛǎƛƻƴǎ 
(see CASS 7.2.9) inappropriately.

The proposed new rules can be found in Appendix 8 of the QCP.

CASS

Useful Links:

Quarterly Consultation 
Paper no.25     
http://www.fsa.gov.uk/pu
bs/cp/cp10_15.pdf

Addendum
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