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rage In this Complyport Regulatory Roundup:

2  FCA Business Plan for 2018/19
FCA shows mitigating the effect of Brexit is its key priority for the coming year, supplemented by seven
priorities across the financial sectors it requlates and other priorities within each of those seven sectors.

3  Fifth Money Laundering Directive
A fifth revision of the MILD will bring greater transparency of beneficial ownership and enhance other areas.

4  FCA Financial Crime Guide changes
FCA are proposing to add a chapter on insider dealing and market manipulation and make miscellaneous
changes.

6 ESMA Technical Advice simplifying prospectuses
ESMA has published the first part of its Technical Advice under the Prospectus Regulation, covering the areas
of format and content of a prospectus, the EU Growth prospectus and scrutiny and approval of a prospectus.

7  FCA announces changes to advice to be provided to consumers on pension transfers
FCA has published new rules on pension transfer advice and is seeking views on additional changes, including
adviser charging structures. The new rules and areas for discussion aim to improve the quality of pension
transfer advice to help consumers make informed decisions for their individual circumstances.

8 FCA warns general insurance firms re renewals
FCA warns it will take action against general insurance firms which are failing to clearly show the insurance
premium a customer paid last year alongside their proposed renewal premium.

9 Key Dates

10 FCA Business Plan 2018/19 - Update on market-based activity
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A Business Plan for 2018/19

Useful Links:
* ESMA Q&As on MiFID Il

and MiFIR (PDF)

e FCA Press Release

e FCA Business Plan for
2018/19

e FCA Business Plan

2018/19 (PDF)
* FCA Sector Views 2018

Of relevance to:
All firms

The Financial Conduct Authority (“FCA”) has set out its key priorities for
the coming year in its Business Plan for 2018/19, along with its annual
Sector Views. Inevitably, the priority for its discretionary activity is
preparing for and implementing the changes resulting from European
Union withdrawal (“Brexit”).

Additionally, seven priorities cut across different financial sectors and the
other priorities listed relate to the seven specific financial sectors the FCA

regulates.

This year’s Business Plan reflects the high level of resource the FCA needs
to dedicate to Brexit to carry out the following priorities:

*  Working with the Government.

* Ensuring an appropriate transition for EEA firms.

*  Working with regulated firms and monitoring the risks to FCA objectives.
* Working towards operational readiness.

* Cooperating with international partners.

In addition, the FCA intends to advance some aspects of work to introduce
a new duty of care provision for firms, beginning with the launch of an

initial Discussion Paper, Feedback Statement and final version of its ‘Our
Approach to Consumers’ paper in summer 2018.

See full article on the Complyport website for more detailed information:
https://www.complyport.com/fca-publishes-its-business-plan-for-2018-19/
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Money Laundering Directive

Useful Links:

European Commission
Statement on the
adoption of the 5th
Money Laundering
Directive

EU Directive on the use of
financial and other
information for the
prevention, detection,
investigation or
prosecution of certain
criminal offences (PDF)

Key Date:
Adoption by July 2020

Of relevance to:
All firms

A fifth revision of the Money Laundering Directive (“5SMLD”) was initially
proposed in July 2016, adopted by the European Parliament in April 2018
and is to be adopted throughout Europe by July 2020.

5MLD takes the form of an EU Directive rather than an EU Regulation,
setting goals that EU Member States must achieve while allowing them to
devise their own laws on how to reach those goals.

It will enter into force 20 days following its publication in the Official
Journal of the European Union (“EU”) and EU Member States will then
have up to 26 months to adopt and publish the laws, regulations and
administrative provisions necessary to comply with it.

The main changes to the Fourth Money Laundering Directive are:

1. Improving transparency on the real owners of companies.

Improving transparency on trusts.

Better connection of the beneficial ownership registers.

Lifting the anonymity on electronic money products (prepaid cards).

v W

Extending Anti-Money Laundering and Counter Terrorism Financing
rules to virtual currencies, tax related services, works of art.

o

Improving checks on transactions involving high risk third countries.
7. Setting up centralised bank account registers or retrieval systems.

8. Enhancing the powers of EU Financial Intelligence Units and facilitating
their cooperation.

9. Enhancing cooperation between financial supervisory authorities.

See full article on the Complyport website for more detailed information:
https://www.complyport.com/5th-revision-of-the-amld-will-bring-greater-
transparency-of-beneficial-ownership-and-enhance-other-areas/
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Financial Crime Guide changes

Useful Links:

e FCA GC18/1: Proposed
guidance on financial
crime systems and
controls: insider dealing
and market manipulation

Of relevance to:

All firms subject to the financial crime rules in SYSC 6.1.1R, and who
arrange or execute transactions in financial markets

PDF

e Speech on 14 November
2017 by Julia Hoggett,
Director of Market
Oversight at the FCA

e Current FCA Financial
Crime Guide —FCPart 1
PDF

* Current FCA Financial
Crime Guide — FC Part 2
PDF

Key Dates:

Comments to FCA
by 28 June 2018

Proposed to be in effect
on 1 October 2018

The Financial Conduct Authority (“FCA”) is consulting on changes to the
Financial Crime Guide for firms (“the Guide”) to ensure the guide remains
up to date, proposing to add a chapter to Part 1 of the Guide to cover
insider dealing and market manipulation and make miscellaneous
changes as a result of recent regulatory changes (see below).

As part of its responsibility to ensure the integrity of the UK financial
markets the FCA requires all authorised firms to have systems and controls
in place to mitigate the risk that they might be used to commit financial
crime. Financial crime captures a broad range of criminal offences,
including insider dealing and market manipulation.

Firms must satisfy the FCA that they have robust governance, effective risk
procedures and adequate internal control mechanisms to manage their
financial crime risk. Firms subject to SYSC 6.1.1R should be aware that their
obligation to counter financial crime risk extends to insider dealing and
market manipulation, including considering what arrangements are in place
to counter such activity.

The Guide does not currently provide firms with guidance in relation to
countering the risk of insider dealing or market manipulation, so the FCA
are assisting firms by adding, to Part 1 of the Guide, a new Chapter 8
entitled ‘Insider dealing and market manipulation’.

The new chapter will outline the FCA’s observations of good and bad
market practice around the requirement to detect, report and counter the
risk of financial crime, as it relates to insider dealing and market
manipulation.

continued on next page
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continued from previous page

Julia Hoggett, Director of Market Oversight at the FCA, noted in her speech on 14 November 2017 that, where
institutions have had repeated concerns about the trading behaviour of a client, it is legitimate for the FCA to
ask whether the institution has properly considered its regulatory obligations to counter the risk of financial
crime.

This Guidance Consultation (GC18/1) reiterates that message and provides an opportunity for firms to
comment on FCA proposals on how they are expected to comply with the requirements of SYSC 6.1.1R.

The FCA recognise that some firms separate their surveillance function from their financial crime or MLRO
teams. Where firms adopt this approach it is important they ensure there is adequate communication
between the two areas such that the firm can effectively counter the risk of insider dealing and market
manipulation.

Part 1 of the Guide will become Financial Crime Guide: A firm’s guide to preventing financial crime (“FCG”),
with all references to ‘Part 1’ becoming ‘FCG’.

Part 2 of the Guide will become Financial Crime Thematic Reviews (“FCTR”), with all references to ‘Part 2’
becoming ‘FCTR’.

Other amendments

Minor amendments are proposed to the Guide to reflect recent regulatory changes and ensure the Guide
remains up to date. These are mainly to reflect the introduction of the Money Laundering Regulations 2017 on
26 June 2017, but also to remove outdated references in relation to the way the FCA refers to Sanctions in
Chapter 7, including the deletion of 7.1.3 referring to sanctions against Iran and the insertion of a new 7.1.5A
relating to The Office of Financial Sanctions Implementation (“OFSI”).

Significant other amendments are made to:

* 3.2.7 Handling higher risk situations: relating to politically exposed persons, family members and their
known close associates, and when enhanced due diligence is appropriate.

* 3.2.11 Record keeping and reliance on others: Introduction of ‘information need not be kept beyond 10
years for any transaction during a business relationship even if the business relationship has not ended’.

* 3.2.13 Customer payments (section applies to banks subject to SYSC 6.3): Examples of good and poor
practice.

Overall, Parts 1 and 2 (the FCG and FCTR) have been altered to a style more in line with the FCA Handbook,
primarily by italicising items such as ‘FCA’, ‘SYSC’, ‘FSA’ and referencing paragraphs in FCG and FCTR with a ‘G’
suffix to signify that it is FCA Guidance; for example: ‘FCG 2.2.1G and FCG 6.2.1G and FCTR 9.3.1G’.
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MA Technical Advice simplifying

Useful Links:

* Press Release — ESMA
proposes simplifications
to prospectuses format
and content (PDF)

¢ ESMA 31-62-800:
Technical advice under
the Prospectus Regulation

Of relevance to:

All firms involved in the production of prospectuses when securities are
offered to the public or admitted to trading on a regulated market

— Full Report (PDF)

¢ The new EU Prospectus

Regulation (EU)
2017/1129

Key Date:
21 January 2019

The European Securities and Markets Authority (“ESMA”) has published
the first part of its Technical Advice (“TA”) under the new Prospectus
Regulation (“PR”), covering the areas of format and content of a
prospectus, the EU Growth prospectus and the scrutiny and approval of a
prospectus.

The Prospectus Directive (Directive 2003/71/EC), and its revision in 2009,
will be repealed when the PR (EU Regulation 2017/1129) comes into force,
as will Regulation (EU) No 809/2004 and all the schedules and building
blocks it contains. The aim of the PR in the context of the Capital Markets
Union is to facilitate access to financial markets for companies, particularly
small and medium-sized enterprises (“SMEs”), by making it easier and
cheaper for them to access capital, and to improve prospectus accessibility
for investors.

Subject to endorsement by the European Commission (“EC”), the TA will
form the basis for the delegated acts to be adopted by the EC by 21
January 2019.

Format and content of prospectus

ESMA sets out a number of changes to the existing prospectus regime
aimed at easing requirements for issuers, with a view to reducing the cost
and administrative burden in using a prospectus, as well as a number of
additional disclosure requirements that are deemed necessary for investor
protection.

Universal Registration Document

Introduced by the PR, the Universal Registration Document is a new
registration document for frequent issuers of securities that are listed on a
regulated market or a Multilateral Trading Facility.

See full article on the Complyport website for more detailed information:
https://www.complyport.com/esma-technical-advice-simplifying-
prospectuses-format-and-content/
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Useful Links:

¢ FCA announces changes
to advice on pension
transfers (Press Release)

* FCA Policy Statement
18/6: Advising on Pension
Transfers (Summary)

¢ FCA PS18/6: Advising on
Pension Transfers (PDF)

* FCA Consultation Paper
18/7: Improving the
quality of pension transfer
advice

e FCA Alert: Advising on
pension transfers — our
expectations (January

2017)

Key Dates:

1 April 2018:
PS18/6:
Part 1 of Annex A, Part 1 of
Annex B and Annex C

25 May 2018:
CP18/7:
Consultation closes

1 October 2018:
PS18/6:
Part 2 of Annex A and
Part 2 of Annex B

Autumn 2018:
CP18/7:
Policy Statement expected

6 April 2019:
PS18/6:
Part 3 of Annex B

Of relevance to:
All firms advising on pension transfers, those acting as pension transfer

specialists, pension providers, and organisations providing software for
pension transfer advice

The Financial Conduct Authority (“FCA”) has published new rules to
ensure pension transfer advice considers relevant factors, and is seeking
views on additional changes to help consumers make informed decisions
for their individual circumstances, including adviser charging structures.

The new rules include requiring transfer advice to be provided as a
personal recommendation that takes account of a consumer’s individual
circumstances. The current transfer value analysis is replaced with a
requirement to undertake a personalised analysis of the consumer’s
options and a comparison to show the value of the benefits being given up.

Some changes came into force on 1 April 2018, with those relating to the
transfer value comparator and the appropriate pension transfer analysis
applying from 1 October 2018, and assumptions to use when revaluing
benefits being applicable from 6 April 2019.

Areas for discussion in the associated consultation paper aim to improve
the quality of pension transfer advice to consumers.

The FCA has decided to maintain the position that an adviser should start
from the assumption that a Defined Benefit pension transfer will be
unsuitable, reflecting the high proportion of unsuitable advice it has seen in
supervisory work and the perceived need for further consideration of how
transfer advice should be paid for. The existing guidance on the starting
assumption does not, however, prevent an adviser from recommending a
transfer where this is considered suitable for the consumer.

After seeing a number of advice cases following the introduction of the
pension freedoms, the FCA published an alert in January 2017 reminding
firms of the FCA’s expectations of those advising on pension transfers.
Some of the cases they saw generated concerns about poor advice and
adviser behaviour, suggesting consumers had given up valuable pension
benefits which would probably lead to reduced levels of later life income.
The FCA considers that alert remains valid.

See full article on the Complyport website for more detailed information:
https://www.complyport.com/fca-introduces-new-rules-and-quidance-on-
how-advice-should-be-provided-to-consumers-on-pension-transfers/
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Of relevance to:

Immediate action required All general insurance firms

The Financial Conduct Authority (“FCA”) has warned it will take action
against general insurance firms which are failing to properly implement
rules introduced to increase transparency and encourage shopping
around at renewal time.

Rules introduced in April 2017 require firms to clearly show the insurance
premium a customer paid last year alongside their proposed renewal
premium.

They also require firms to show a prominent, clear and straightforward
message to encourage customers to shop around. The FCA has found that
firms are still failing to properly implement the rules despite warning in
October about failings.

The RAC has become the latest firm to agree to contact affected customers
after the FCA found that the firm was failing to display both the prior and
current year premiums, and the shopping around message as key
information in its breakdown policy renewal documentation.

Jonathan Davidson, Executive Director of Supervision — Retail and
Authorisations at the FCA, said:

“It is simply unacceptable to see that some firms are still not being properly
transparent with their customers a year on from the introduction of the
rules. Firms failing to get this right may have led to consumers losing out as
they do not have the right information to decide whether or not to shop
around.

We have already acted where we have seen particularly poor practice in
firms and will continue to do so where we see firms not being transparent.
As we said in October, we expect other firms to take notice of these issues,
to look at what they are doing and to make sure they are getting it right.”

See full article on the Complyport website for more detailed information:
https://www.complyport.com/fca-warns-general-insurance-firms-failing-
to-clearly-show-last-years-insurance-premium-at-renewal-time/
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Key Date

Topic

3 May 2018 | Consultation closes on Chapter 3 of FCA CP18/6: Quarterly CP No 20 — SUP
6 May 2018 | Law Enforcement Directive — EU Directive 2016/680 in force in the UK,
part of the UK’s Data Protection Bill currently going through Parliament
10 May 2018 | Consultation closes on FCA CP18/8: Payment Systems Regulator Fees
25 May 2018 | General Data Protection Regulation — EU Regulation 2016/679 in force in the UK,

repealing the current Data Protection Directive 95/46/EC

Consultation closes on FCA CP18/7: Improving the quality of pension transfer advice

28 June 2018

Consultation closes on FCA GC18/1: Proposed guidance on financial crime systems and controls:
insider dealing and market manipulation

Late Summer 2018

The Insurance Distribution (Regulated Activities and Miscellaneous Amendments) Order 2018
into force in the UK

Summer 2018

FCA Policy Statement expected on SME access to the Financial Ombudsman Service

1 October 2018

Insurance Distribution Directive into force

FCA rules apply re transfer value comparator and the appropriate pension transfer analysis

Autumn 2018

FCA Policy Statement expected on improving the quality of pension transfer advice

Bills before Parliament

Sanctions and Anti-Money Laundering Bill and Financial Guidance and Claims Bill

21 January 2019

ESMA Technical Advice under the Prospectus Regulation in force, covering the areas of format
and content of a prospectus, the EU Growth prospectus and the scrutiny and approval of a
prospectus.

TBC 2019

Senior Managers & Certification Regime to cover all FSMA authorised firms,
replacing the Approved Persons Regime

10 March 2019

Internalised Settlement reporting requirements —
ESMA to issue regulatory and implementing technical standards

13 March 2019

Competition and Markets Authority due to complete their investigation into the supply and
acquisition of investment consultancy services and fiduciary management services to
institutional investors, including pension schemes, charities, insurance companies and
endowment funds

11pm on Friday
29 March 2019

Brexit — European Union (Withdrawal) Bill will repeal the European Communities Act 1972 and
make other provision in connection with the withdrawal of the UK from the EU

1 April 2019 | FCA requires managers of dual-priced authorised funds to pay box profits to the fund for the
benefit of investors or to individual investors who have bought or sold units

6 April 2019 | New FCA rules on pension transfer assumptions to use when revaluing benefits

3 July 2020 | End of 30-month period during which the US Securities and Exchange Commission provides
market participants with greater certainty regarding their US regulated activities and compliance
with MiIFID Il rules on Investment Research
July 2020 | 5t Money Laundering Directive to be adopted throughout Europe
October 2020 | Pension transfer specialists to obtain the investment advice qualification

31 December 2020

Brexit — end of transitional period
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Firms’ culture and governance Publication type Timings
*Establishing a public register Consultation Paper Q2 2018/19
Accountability Policy Statement Q2 2018/19

Innovation, big data, technology and competition Publication type Timings
*Review of Cryptocurrencies Assessment report with HMT and BoE Q2 2018/19

Treatment of existing customers Publication type Timings

Providing SMEs access to FOS Policy Statement Q2 2018/19

Pensions and retirement income Publication type Timings

Retirement Outcomes Review Final report and Consultation Paper Q2 2018/19
Non-workplace pensions Feedback Statement Q3 2018/19
Fair treatment of with-profits customers Q3 2018/19
*Unsuitable pension transfer advice Policy Statement Q3 2018/19
*Savings adequacy Occasional Paper Q4 2018/19
Strategic Review of Retail Banking Business Models Consultation Paper Q3 2018/19
Improving competition in current accounts Policy Statement Q3 2018/19
Financial crime review of e-money Report Q2 2018/19
General Insurance and protection Publication type Timings

Wholesale Insurance Brokers Market Study Interim report Q3 2018/19
Value in the distribution chain (Phase 1) Q2 2018/19
*Assessing claims inflation in General Insurance Q4 2018/19
Retail Investments Publication type Timings

Investment Platforms Market Study Interim Report Q2 2018/19
Outcomes testing on auto advice Q4 2018/19

High-Risk Complex Investments Q3 2018/19
Investment Management Publication type Timings
Asset Management Market Study remedies Policy Statement Q4 2018/19
Mortgages and mutuals Publication type Timings
Mortgages Market Study Interim report Q1 2018/19

Consumer credit Publication type Timings

Motor finance Final Report Q3 2018/19
Consumer Credit Act retained provisions review Consultation Paper Q4 2018/19
Debt Management Sector Review Q4 2018/19
*Market Study On Credit Information Terms of Reference Q4 2018/19
High-Cost Credit Review Consultation Paper and Policy Statement Q4 2018/19

Wholesale financial markets Publication type Timings
LIBOR Transition 2020/2021
Implementation of the EU Benchmark Regulation Policy Statement Q1 2018/19
Reforms to the listing regime Consultation Paper Q2 2018/19
*Money Laundering in Capital Markets Report Q1 2019/20
*Approach to Market Integrity Report for Consultation Q4 2018/19

* New projects
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Past Regulatory Roundup
issues are available at:
www.complyport.com/

our-services/

regulatory-updates/

You can access our latest
news stories at:
www.complyport.com/
news

Alternatively, use the
search facility at:
www.complyport.com/

Copyright © 2018 Complyport Limited (“Complyport”). All rights reserved.

The Complyport Regulatory Roundup is provided for information purposes
for the named person's use only and represents a summary of the subjects
discussed. It is not intended to offer legal opinion, advice or
recommendation as to future action and it is provided solely as a discussion
document.

Regulatory Roundup is not an offer or financial promotion. It may contain
confidential, proprietary or legally privileged information. No
confidentiality or privilege is waived or lost by any transmission errors.

If you receive this Regulatory Roundup in error, please immediately delete
it and all copies of it from your system, destroy any hard copies of it and
notify the sender. You must not, directly or indirectly, use, disclose,
distribute, print, or copy any part of this message if you are not the
intended recipient. Transmission is not guaranteed to be secure.

Any information contained herein is subject to Complyport’s Standard
Terms and Conditions of Business which are available upon request.

Complyport and its affiliates do not assume any liability whatsoever for the
content of this document, or make any representation or warranties, as to
the accuracy or completeness of any information contained in this
document.

Complyport is always interested to receive feedback and general
comments on either the Regulatory Roundup or the Complyport website.

Comments should be sent to robert.easterbrook@complyport.co.uk

Complyport Limited is a Private Limited Company registered in
England and Wales, registered number 04333584. Registered Office:
Lynton House, 7-12 Tavistock Square, London WC1H 9LT.
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