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Regulatory Roundup 1 26 July 2010
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Remuneration: D3

Transaction reporting update

M Al | any of the topics discussed above raise questions or a

need for guidance or support, please feel free to contact
Peter Carlisle

Financial Services Act 201BSA rules
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Quarterly Consultation Paper

Useful Links: ¢KS C{! KIF& LlJdzofAaKSR vdzd NISNI& / 2

Quarterly Consultation which contains proposed changes to various parts of the Handbook.

Paper no.25

http://www.fsa.gov.uk/pu It is not the best composed paper as not only does it already come with an

bs/cp/cp10_15.pdf 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

Addendum G2 GKS C{!nno oW/ FLAGIt I RSIjdz O Qo
notes.

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

. Complyport Limited is a Member of the Association of Professional Compliance Consultants
aDCC and a Member of AIMA (The Alternative Investment Management Association)
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Changes to SUP 16

Useful Links: The FSA have proposed four small changes to data item FSA003,

Quarterly Consultation improving the data reported by firms to the FSAhe amendments are

Paper no.25 relevant to all firms subject to the Capital Requirements Directive.

http://www.fsa.gov.uk/pu

bs/cp/cpl0_15.pdf 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

Addendum  LIWSYRAE mMHU 2F (GKS v/to CAStRa (A

2F OFLAGIE LXFYYyAy3 o0dzZFFSNDI WadzNL
OFLAGIE LXFTYYAy3 0dzZFFSNR | yR WadzNL
L/ D YR OFLAGIE LXFYyYyAy3d o0dzZFFSND |
| FYyRo22] OKFIy3aSa GKIG 6SNB LINBLRAS
. dZFFSNBR QS aSS wS3dzA F §2NE w2dzy RdzLd |
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
Of F NATFe GKIG GKS /t. Aa | aSLI NI dS
0SS RNI gy R2g6y RdzNAYy3I | ROSNAS SEGSN

Reqgulatory Roundup #6

For those interested in other data item changes, the FSA include proposals
relevant to FSAO015 (sectorial information, including arrears and
impairment), FSA044 (analysis of assets and deposits by maturitycband
see article on BIPRU 12) and the Retail Mediation Activities Return within
the QCP.
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A technical correction to CF29

ability

Useful Links:
Quarterly Consultation

Paper no.25
http://www.fsa.gov.uk/pu

bs/cp/cpl0 15.pdf

Addendum

Complyp:

C2tft26Ay3 GKS C{! Qa NXZBtae$pfapostNE JA S 5
correcting a technical error in SUP 10.9.1R that sets out the types of firm
where the significant management function (CF29) appli€gnerally 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
AYyFtdzSyOS Ay (GKS FANNYQa FFFFHANRZ &

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 CR
FANYa F2ft2Ay3 GK24S NBaLISOUADS 5
were subject to the new provisions of SYSC under what is known as the
common platform approach as set out in SYS©.4This 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
RSEtAOSNIGS FyR GKS C{! adlrasS GKI @

I LILINE @SR t SNA2YAa NBIAYSQUL GHKAOK Ay
apply to both MiFID and nekliFID 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.)

Compliance Consultants
a nent Association)
—
Office at 66 Lincoln's Inn Field, London, WC2A 3LH, United King
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A technical correction to CF29
oplicability (cont.)

Useful Links:
Quarterly Consultation

Paper no.25
http://www.fsa.gov.uk/pu

bs/cp/cpl0 15.pdf

Addendum

olli

(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
OWLINR LR AaSR OKFy3aSa (G2 GKS | LILINR OSK
Y Iy dglwkidl actually contains details of changes to FSA003).

As you will know, BIPRU 12¢112.4 (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).

CKSNBE INB a2YS YAYy2N OKFy3Sa G2 .L
YR . Ltw! MH®Pn O6W{GiNBaa (GdSadAiy3a Iy
upon the table in 4.71 they do not result in substantive changésanges

are also proposed to BIPRU 12.6, although these will only be relevant to
firms that adopt the simplified ILAS approadtisewhere the FSA044

Wl yrfeara 2F aasSia yR RSLRaAGa

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.

Complyport Limited is a Member of the Association of Professic Compliance Consultants
and a Member of AIMA (The Alternative Investment Management Association)
t") Company N
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Managing investments and the
ardship Code

Useful Links: ¢CKSNE A& | LINBLRalt G2 FYSYR /[ h.{
Stewardship Code LINE GARAY3I ASNPAOSAQL F2NJ I FANXYI 6

professional client (that is not a natural person), to disclose its
O2YYAGYSyid G2 GKS W{iSé6lNRAKALI / 2F
excluded from the proposed requirement)The proposal stems from the
Walker Review on Corporate Governangdthough the Stewardship Code
aims to enhance the quality of engagement between institutional investors
Requlatory Roundup #15 and companies, the Code is addressed in the first instance to firms who
manage assets on behalf of institutional investdxste that the proposals
will apply toall 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 o
AYFIEESNIAyadAlGdziAz2ya Y& FSSt Al R
SELX FAYé | LIINBRIF OKO @

Stewardship Code
Implementation

The Financial Reporting Council (FRC) has taken responsibility for the
Stewardship Code which is basically the code issued by the Institutional
Shareholder Committee last November with a few minor amendmelts.

may be recalled that the FRC also has ownership of the UK Corporate
Governance Code (see Regulatory Roundup #15); the FRC see the latter ar
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.)
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Managing investments and the
Stewardship Code (cont.)

Useful Links: (cont.)
Stewardship Code

The links will take you to the Code and Code implementation

Stewardship Code document. Chapter 5 of the QCP concerns the Stewardship Code and
Implementation Appendix 5 covers the (fairly modest) rule changes.

Reqgulatory Roundup #15

Quarterly Consultation
Paper no.25
http://www.fsa.gov.uk/pu
bs/cp/cpl0 15.pdf

Addendum
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Paper no.25

http://www.fsa.gov.uk/pu The FSA believe that the only types of firm that these changes will impact
bs/cp/cpl0_15.pdf upon arespread bettingand CFD providersvhich use certain provisions to

NEY2@3S NBiGFIAf OfASyitaQ Y2yASa FTNRY
Addendum

CKS WIAGES GNIyaFTSNI O2ffFdSNIf F NN

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 clientsAs such, firms currently using TTCA with retail
clients will either have to consider the feasibility ofaategorising 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 p[ovider§
FNE AYO2NNBOGte dzaaAy3a GKS WY2ySeé K
(see CASS 7.2.9) inappropriately.

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