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Regulatory Requirements

* Principle 3
« Firms must take reasonable care to organise and control their affairs responsibly and

effectively. This includes making proper arrangements for any employee associated with a
regulated activity carried on by the firm to achieve, maintain and enhance competence.

 Threshold Condition 5 (Suitability)

« Firms are required to satisfy the FSA that they are fit and proper persons having regard to
all the circumstances including, the nature of the regulated activity the firm carries on or is
seeking to carry on and the need to ensure that the firm's affairs are conducted soundly
and prudently. This involves an assessment of the competence of management and staff
as a whole. The suitability of a member of staff who performs a controlled function is
assessed under FIT.

« Senior Management Arrangements, Systems and Controls 3.2.13(G)

« Firms’ systems and controls should enable it to satisfy itself of the suitability of anyone
who acts for it.




Training & Competence Requirements

* November 2007 — Amendments made to
the Training & Competence (TC)
sourcebook

» Greater flexibility to demonstrate
competence

 Qualification requirements for specific Training and Competence
services provided to retail clients — reduced

to the activities in TC Appendix 1
* Reordering of the TC sourcebook

*  New chapter specific to Record
Keeping (TC3)

* Amended list of roles requiring
specific qualifications




A Firm’s TC Regime

Where to start?

TC Policy statement — approved at Board level
Agree responsibilities - HR, compliance, training, the business

Communication between stakeholders




A Firm’s T&C Regime

Taking an integrated approach - ldentify key stakeholders

« Senior Management
Human Resources
 Compliance

* Training

 The business:

— Line Managers

— Approved Persons




The Commitments

The firm’s commitments to training and competence should be that:

— its employees are competent;
— its employees remain competent for the work they do;
— its employees are appropriately supervised;

— its employees’ competence is regularly
reviewed:; and

— the level of competence is appropriate to the
nature of the business




TC Rules & Guidance

Declaration of Firm
Knowingly ar recklessly giving the FS4 information which is false armisleading in a material paricular may

he a criminal offence sections 388 and 400 ofthe Financial Services and Markets Act 2000, SUFP15.6.1R
An end to end proceSS and SUFP 156 4R require an authonsed person to take reasonable steps to ensure the accuracy and

. completeness of information given to the F54A and to notify the F54 immediately if materially inaccurate
ReCFUItment information has been provided. APER 4.4.6E provides that, where an sgoroved person is responsible for
reporting matters to the F54, failure to inform the F54 of materially significant information of which he is
Trainin aware is a hreach of Staterment of Frincipie 4. Contravention of these requirements may lead to disciplinany
g sanctions or other enforcement action by the F54A. It should not be assumed that information is known to
the F54 merel because itis in the public domain or has prew:uush_.r heen disclosed to the F54 or another

Attaining Competence regulatnwhudy If there is any doubt abo hould be included.
Approved examinations

Maintaining competence
I confirm that the information in ite-and complete to the best of my knowledge
S u perVi Si n g and belief and that | have read the notes to this Form.

candidate is a fit and proper personto perform the controffed functionds) listed in section 3. The firm
alsu helleves, on the basis nf due and diligent enqguiry, that the candidate is competent to fulfil the

=

I confirm that 1 hawve authority to make this application, and sign this Form, on behalf of each finn
1 identified in section 3.05. | also confirm that a copy of this Form, as submitted to the FSA, will he
Record kee pl n g sent to each of those s at the same time as submitting the Formto the FSA

Mame ofthe firmsubmitting the application

Mame of persan signing an hehalf of the
finm
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Why Competence Matters

« Business objectives

* Delivered through employees
« Their performance makes the difference

* Ensuring their competence guarantees their performance




Key Messages from the FSA

* What individuals do in a job matters
 How a job is done affects the individual, the firm and its customers
« FSA want individuals to do their job as well as they can

* Individuals can influence what happens if they take an interest in their
own personal development
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Considerations for all

And the FSA explains............ the big picture

« What they mean by competence as well as how competence can be
attained and maintained

« That exams are only part of the picture

« That training and competence is part of the broader framework of
regulation
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Competence — a Definition

“...competence is not just about examinations. It is about skills,

FSA.

knowledge, expertise, ethical behaviour and the application

and maintenance of all of these.” Financial Services Authority
Retail Distribution
Review

— Interim Report

Training and Competence

“...competence means having the skills, knowledge\
and expertise needed to discharge the
responsibilities of an employee’s role. This

includes achieving a good standard of ethical

behaviour.” (TC 1.1.4G) /

BEE MAzARS
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Assessing Competence

TC Rules & Guidance

New TC Reference

Old TC Reference

Assessment of competence

and supervision

Supervisors

Examinations before starting

activities

Exemptions

TC2.1.1 R (1)and (2)

TC21.4Gand TC
2.1.5R

TC216Rand TC
21.7R; 2.1.10E

TC 2.1.9R

TC24

TC 2.7.5and 2.7.6

TC 2.5

TC 255
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Maintaining Competence

TC Rules & Guidance

New TC Reference

Old TC Reference

Appropriate arrangements to
ensure training needs are met
Taking into account

(1) technical knowledge and its
application

(2) skills - their application and
development

(3) changes in the market, products,

legislation and regulation

Firms must review on a regular
and frequent basis employees’

competence

Recordkeeping

TC 2.1.12R

TC 2.1.13G

TC 21.12R

TC 3

TC 2.6.3

TC2.6.2

TC261R

TC 2.8

BEE MAzARS
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TC Appendix 1 - Qualifications

Desipnanad invessmens bisiness cartled on for a resall chiens
Stakeholder produces excluding ade- Mo

posiebased seakehoklor produce

Securides which are not smkeholder — Yes
pension schemas ot Broker fnis
Derlvanves Yes
Packaped prodics which ate nt broker Yes
Juds

Friendly Socles Ife poilies where the No

employes 18 not reasonably expected to
recelve 4 remunetation of greater than
1000 & vear In respeet of such sales

Friendly Socleey tar-exempt pollcles  Yes

Providing basle 1.

advlee

Advising P
3
4,
&
[
T
8,

Lonp-term care insnrance conracs. Y

Invesemenss (n the course of corperase. Yes
finance business

Advisiag on spadicase pardcipadon ae Yes
Ligpl's

Undertaking 1, Broker fuad adviser Yes
rhm-ﬂt'::" In 4y, Pension sansfer specialiss Yes
Advising amd 12, Secarisles which are not saakeoidar Yes
dealing Persion scikemes or broker funds
13 rerivanves Yes
Managing 14, favesrmens Yes
Dversesing on 15, Operating a collecave invesonens Yes
a day-to-day sceeme or undertaking the activitles of
basls a srasree oF deposinary of a colle edve dn-
VEsrmens Scheme
16, Safegwarding and adniaisering invess Yes
meas o holding clierrs moaey
17. Adminisranve fiipedons In relation te  Yes
AR Aveson ens

18, Adminisranve fiipedons In relation te  Yes

Effecang or carrplRg our coaracs of in-
srrance which are Life policles

149, Adminisranve fiincdons In relatlon te Yes

the operation of ssakedolder pensioa
SChemas
Reguhased morgape acovigy and reversion acavicy carrled on for a cusromer

Advising Z. Regnfaedmorgage conraces for a nen- Yes

business purpose

Il Egquicy release sransacdons Yes
Deslgning 22, Eguicy refease sransacodons Yes
seripted gques-
thens far non-
advlsed sales
Dversesing 23, Eguicy refease sransacodons Yes
mon-ad vised
sales on a day-
to-day basls
Mon-Investment inswrance dusiness carrled on for a comsmmer

Advising 24, ANon-invesomen s LS rance C oo acs MNa
Motes:

BEE MAzARS

15



Approved Persons Regime

 FIT: The Fit and
Proper Test for
Approved Persons
— Honesty, integrity and
reputation
— Competence and
capability
— Financial soundness

- APER: Statement of
Principles and Code of
Practice for Approve
Persons Principles

Statements of Principle issued under section 64 of the Act

Staterment of Principle 1
An approvied person must act with integrity in carrving out his controlied funchion.

Staterment of Principle 2
An approved person must act with due skill, care and diligence in carrving out his controlied function.

Staternent of Principle 3
An approved person must ohsenve proper standards of market conduct in carrving out his confrofisc
flnction.

Statement of Principle 4
An approved person must deal with the F54 and with other regulatars in an open and cooperative way
and must disclose appropriatel any information ofwhich the F54 would reasonably expect notice.

Staterment of Principle 4

An approved person pefarming a sighificant influence function must take reasaonahle steps to ensure
thatthe business of the firm forwhich he is responsible in his controfied function is organised so that it
can he controlled effectively.

Staterment of Principle &
An approved person peforming a sighiflicant inffuence function must exercise due skill, care and
diligence in managing the business ofthe firmforwhich he is responsible in his condolied function,

Staterment of Principle 7

An approvied person pefarming a sighificant infiuence function must take reasonahle steps to ensure
thatthe business of the firm forwhich he is responsible in his controlied function complies with the
relevant requirements and standards of the reguizions sysienm.

BEE MAzARS
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Systems and Controls

« General Organisation

« Compliance

* Risk Assessment

« Management Information

« Employees and Agents

Audit Committee
Internal Audit
Business Strategy
Remuneration Policy

Business Continuity
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Implications

» Ensure your Approved Persons understand the TC Requirements
applicable to Friendly Societies — and are themselves all competent.

» Corporate Governance Framework needs to be appropriate and there
needs to be evidence of periodic review which must be recorded

« Staff competency framework, role profiles, training programmes and
scorecards must be aligned and managed — especially following
business changes

« ARROW 2 visits, ARROW:-lite follow through, thematic contact and RDR
review will all challenge your TC arrangements

BE PREPARED TO EXPLAIN BOTH APPROPRIATENESS AND
REBUSTNESS AT ANY TIME




F is for Finally...

FOCUS — on what matters

FREEDOM - to choose appropriate responses

FORWARD LOOKING - to keep ahead of the competition

... TO ACHIEVE...

What is best for your business




Important Information

The information provided during this presentation is intended to provide only a
general outline of the subjects covered. It should not be regarded as comprehensive
or sufficient for making decisions, nor should it be used in place of professional
advice.

Accordingly, Mazars LLP accepts no responsibility for loss arising from any action
taken or not taken by anyone attending this presentation.

The information in these slides will have been supplemented by matters arising from
the oral presentation by us, and should be considered in the light of this additional
information.

If you require any further information or explanations, or specific advice, please
contact us and we will be happy to discuss matters further.

Serena Joseph Rod Hepple-Wilson

Partner Director

Tel: +44 (0) 20 7603 4441 Tel: +44 (0) 20 7063 4443
Fax: +44 (0) 20 7063 4001 Fax: +44 (0) 20 7063 4001
Email: Email:
serena.joseph@mazars.co.uk rod.hepple-wilson@mazars.co.uk
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