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General: UK
SMCR: FCA PS19/20 - final rules and feedback to CP19/4
Following the publication of a commencement order, reported in the FIG Bulletin last week, the
Financial Conduct Authority (FCA) has now published its final rules on the extension of the
senior managers and certification regime (SMCR). The FCA made near-final rules on the SMCR
in July 2018 (PS18/14) and consulted on some refinement to those rules in January 2019
(CP19/4). The latest policy statement (PS19/20) summarises the feedback it received to CP19/4,
the FCA response to the feedback, and sets out its final rules. The final rules may still be
amended by subsequent Handbook changes, for example those relating to the UK's exit from the
EU.
In general, the FCA has implemented the proposed changes to the SMCR as consulted on in
CP19/4. This includes:

•
•
•
•

confirming that the head of legal function is excluded from the requirement to be
approved as a senior manager;
amending the intermediary revenue criterion for the Enhanced regime;
clarifying the requirements and scope of the certification regime; and
extending Senior Manager Conduct Rule 4 (SC4) to non-approved executive directors at
limited scope firms.

Pension related proposals: FCA PS19/21, CP19/25 and FS19/5
The FCA has published a package of pension related proposals designed to improve the quality of
pension transfer advice and to help consumers get better value from their pension. The package
includes:

•

•

•

CP19/25: Pension transfer advice: contingent charging and other proposed changes includes a proposed ban on contingent charging for pension transfer advice. The
consultation period for this paper closes on 30 October 2019. The FCA plans to publish a
policy statement in the first quarter of 2020;
FS19/5: Effective competition in non-workplace pensions - an update on the work the
FCA has been doing on non-workplace pensions. The FCA sets out questions in this paper
and invites stakeholders’ comments by 8 October 2019 on these. The FCA aims to issue a
consultation paper on simplification and disclosure remedies in the first quarter of 2020.
Around the same time, it will issue papers on: (i) Independent Governance Committee
effectiveness; and (ii) a proposed value for money framework for pensions (developed
with The Pensions Regulator). After considering the responses to these papers, the FCA
will consider if further steps on charges are needed and issue a consultation if
appropriate; and
PS19/21: Retirement Outcomes Review: feedback on CP19/5 and final rules and guidance
- this policy statement summarises the feedback received to the FCA's second
consultation on remedies from the Retirement Outcomes Review. It sets out final rules on
investment pathways and the other remedies suggested in CP19/5. The new rules and
guidance set out in PS19/21 will come into force on 1 August 2020.
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Cryptoassets: FCA PS19/22 and guidance on regulatory perimeter
Following its consultation on the issue in January 2019, the FCA has published final guidance on
the cryptoasset activities it regulates and the regulatory perimeter (PS19/22).
The FCA reports that the majority of respondents to its consultation supported its proposals.
Therefore, the FCA makes the final guidance as consulted on, but with some amendments to
provide greater clarity on the regulatory perimeter.

FCA Handbook Notice 68
The FCA has published Handbook Notice 68 which describes certain changes to the Handbook,
Binding Technical Standards and other material made by the FCA board on 11 July 2019 and 25
July 2019. This notice also contains information about other publications relating to the
Handbook. It covers changes made by the following instruments:

•
•
•
•
•

Prospectus Regulation Rules Instrument 2019;
Individual Accountability (FCA-Authorised Firms) Instrument 2019;
Fees (Office for Professional Body Anti-money Laundering Supervision) (No 2)
Instrument 2019;
Conduct of Business Sourcebook (Investment Pathways) Instrument 2019; and
Handbook Administration (No 50) Instrument 2019.

Fees for professional body supervisors: FCA CP19/24 and feedback on CP19/13
The FCA has published a consultation paper (CP19/24) in which it gives feedback on the
responses it received following an earlier consultation on the structure of fees for recovering the
costs of establishing and running the Office for Professional Body Anti-Money Laundering
Supervision (OPBAS) and fee rates (CP19/13).
This consultation is of relevance to professional body supervisors listed in Schedule 1 of the
Money Laundering, Terrorist Financing and Transfer of Funds (Information on the Payer)
Regulations 2017 and any other professional bodies considering applying to be listed. It will also
be of interest to designated professional bodies.
The consultation period ends on 25 September 2019.

London Capital and Finance Plc: independent investigation protocol and FCA
webpage
On 10 July 2019, Dame Elizabeth Gloster was formally appointed to lead the independent
investigation into events relevant to the FCA's regulation of London Capital and Finance plc
(LCF), between 1 April 2014 and 30 January 2019, following LCF's failure and placing into
administration. This was confirmed in a press release published by the FCA, which also reported
Dame Gloster's first announcement of further details about this investigation. In addition, the
FCA has published the protocol for the investigation and a new webpage on it, which will be
updated when appropriate.
The scope of the investigation is set out in the Direction issued to the FCA on 23 May 2019 by
HM Treasury. The Direction therefore stands as the terms of reference for the investigation. The
protocol sets out the procedures under which the investigation is to be carried out.
At the conclusion of the investigation the FCA must make a written report to HM Treasury.
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Transfer of personal data between EEA and non-EEA Authorities: FCA signs
administrative agreement
The FCA has published an agreement setting out administrative arrangements for the transfer of
personal data between European Economic Area (EEA) and non-EEA authorities. The
authorities that are party to the agreement are listed in appendices A and B of the agreement but
the appendices have not been published. The FCA signed the agreement on 2 July 2019 as an
EEA authority. It states on the signature page that the FCA's signature has effect until the date
on which EU legislation covering personal data ceases to apply in the UK.

Resolvability assessment framework: BoE and PRA approach and policy
statements
Following the Bank of England (BoE) and Prudential Regulation Authority (PRA) consulting in
December 2018 on a resolvability assessment framework, the BoE and PRA have published their
approach and accompanying statements of policy. The PRA has published a policy statement
(PS15/19), together with a new supervisory statement (SS4/19), both called "Resolution
assessment and public disclosure by firms", and final rules in the PRA Rulebook: CRR Firms:
Resolution Assessment Instrument 2019 (PRA 2019/14). The final rules, which have not changed
significantly from those consulted on, introduce a new Resolution Assessment part in the PRA
Rulebook that comes into force on 1 August 2019.
The resolvability assessment framework establishes the capabilities that firms should have and
the outcomes they must achieve to be resolvable. The framework is designed to make sure firms
are accountable for their own resolvability.
The framework is implemented by:
•

the BoE's approach to assessing resolvability, as set out in a Statement of Policy. This
applies to all UK firms with a bail-in or partial transfer resolution strategy and material
UK subsidiaries of overseas-based firms. The BoE will assess firms against three
resolvability outcomes they must meet by 2022:
o having adequate financial resources;
o being able to continue to do business through resolution and restructuring; and
o being able to communicate and coordinate within the firm and with authorities.
The BoE Statement of Policy includes a number of appendices:
Statement of Policy: The Bank of England's Approach to Assessing Resolvability
The Bank of England's Statement of Policy on Funding in Resolution
The Bank of England's Statement of Policy on Continuity of Access to Financial
Market Infrastructure
o The Bank of England's Statement of Policy on Restructuring Planning
o The Bank of England's Statement of Policy on Management, Governance and
Communication
the PRA's new requirements on firms as set out in the new Resolution Assessment part of
the PRA Rulebook and SS4/19. The PRA rules require major UK banks, with £50bn or
more in retail deposits, to assess their preparations for resolution, submit reports of their
assessment to the PRA and publicly disclose a summary of their report. These
assessments and disclosures will work on a two-year cycle. Firms must submit the first of
these reports on their resolution assessments to the PRA by October 2020 and publicly
disclose their summaries by June 2021.
o
o
o

•
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As part of the new framework, the BoE will publicly disclose the assessment for the major UK
banks for the first time. The intention is for this to take place at the same time as the firms make
their own disclosures.

Approach to enforcement: PRA speech
The PRA has published a speech by Miles Bake, Head of Legal, Enforcement & Litigation
Division at the PRA, given to the Financial Services Lawyers Association on 16 July 2019. In his
speech, Mr Bake sets out the PRA's approach to enforcement. He explains how the PRA uses its
enforcement powers and gives examples of when it has used them against firms and individuals
in the past.

5MLD and virtual currencies: FMLC letter
The Financial Markets Law Committee (FMLC) has published a letter, dated 30 July 2019, to
HM Treasury responding to the Treasury's consultation paper on the transposition of the Fifth
Money Laundering Directive (5MLD).
The letter focuses on the definition of virtual currencies in 5MLD. The FMLC is concerned that
the definition of virtual currencies in 5MLD inadvertently seems to have excluded those
cryptoassets which may be used as, and therefore share the characteristics of, money. It states
that the regulation of these seems necessary to prevent market disruption. The FMLC discusses
an alternative definition of virtual currencies.

Survey of regulated firms: FCA and FCA Practitioner Panel report
The FCA and the FCA Practitioner Panel have published a report setting out the findings of their
2019 joint survey of regulated firms. The survey was carried out by Kantar Public, an
independent market research organisation, which sent the survey to a sample of firms. Between
January and March 2019, 2,888 firms completed the survey asking on how well the FCA is
achieving its three operational objectives. Further detail on the results can be read in the report.
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General: EU
PEPP Regulation published in OJ
Regulation (EU) 2019/1238 on a pan-European personal pension product (PEPP) (PEPP
Regulation) has been published in the Official Journal of the EU (OJ).
The PEPP Regulation will enter into force on 14 August 2019. It will apply 12 months after
publication in the OJ of the delegated acts referred to in Article 28(5) (Content of the PEPP
KID), Article 30(2) (Revision of the PEPP KID), Article 33(3) (Provision of the PEPP KID),
Articles 36(2) and 37(2) (PEPP benefit statement), Article 45(3) (Basic PEPP) and Article 46(3)
(Risk-mitigation techniques).

AML/CFT concerns from a prudential perspective: EBA opinion to prudential
supervisors
The European Banking Authority (EBA) has published an opinion addressed to prudential
supervisors on the link between money laundering (ML) and terrorist financing (TF) concerns
and prudential objectives.
This opinion forms part of the EBA's ongoing work to strengthen the fight against ML and TF in
Europe and responds to a request in the EU Council Anti-money Laundering (AML) Action Plan
of 2018. In its action plan, the Council made clear that the link between ML/TF risk and
prudential objectives means that prudential and AML/counter-TF (CTF) supervisors must
cooperate closely and share information in the discharge of their respective functions. In
addition, where institutions operate across borders, the EBA expects supervisors to cooperate
with their international counterparts.
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General: International
BCBS and IAIS join Network for Greening the Financial System as observers
The Network for Greening the Financial System (NGFS) has published a press release
announcing (among other things) that the Basel Committee on Banking Supervision (BCBS) and
the International Association of Insurance Supervisors (IAIS) have joined the NGFS as
observers.
The NGFS is a group of central banks and financial sector supervisors established in December
2017 to help strengthen the global response to the Paris Agreement on climate change. The
NGFS defines and promotes best practices in climate risk management for the financial sector
and conducts or commissions analytical work on green finance.
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Brexit
Draft Over the Counter Derivatives, Central Counterparties and Trade
Repositories (Amendment etc and Transitional Provision) (EU Exit) (No 2)
Regulations
A draft of the Over the Counter Derivatives, Central Counterparties and Trade Repositories
(Amendment etc and Transitional Provision) (EU Exit) (No 2) Regulations 2019 has been laid
before Parliament, together with a draft explanatory memorandum.
The draft Regulations address deficiencies in retained EU law originating from the European
Markets Infrastructure Regulation (EMIR) as a result of its amendment by the EMIR Refit
Regulation. The Regulations ensure that EMIR will continue to operate effectively at the point at
which the UK leaves the EU.
Some of the EMIR Refit Regulation amendments to EMIR do not apply until after 31 October
2019. This means these provisions will not form part of retained EU law on exit day, if the UK
leaves the EU on 31 October 2019. Accordingly, the Regulations do not make amendments in
respect of those provisions.

Commission sets out its equivalence policy with non-EU countries
The European Commission has published a communication setting out its overall approach to
equivalence in the area of financial services. The communication also describes how the
Commission and the European Supervisory Authorities (ESAs) monitor the situation in those
countries after equivalence decisions have been taken, to ensure that the countries continue to
fulfil the EU objectives.
In a related press release, the Commission announced that it has, for the first time, repealed
existing equivalence decisions for Argentina, Australia, Brazil, Canada, and Singapore, as these
jurisdictions could no longer meet the standards set by the Credit Rating Agencies Regulation.
The Commission states that these countries decided, after discussions with the Commission, not
to implement the necessary legislative adjustments to maintain equivalence given the limited
scale of the activity to be covered.

Securitisation Regulation onshoring: FCA CP19/26: Draft technical standards on
the content and format of STS notifications
The FCA has published a first consultation paper setting out its proposed technical standards for
the onshored Securitisation Regulation. This will apply if the UK leaves the EU without an
implementation period in the event of a no-deal Brexit. The FCA states that the proposed
technical standards will support the functioning of the simple, transparent and standardised
(STS) securitisation market in the UK and enable to FCA to effectively supervise firms’
compliance with the requirements of the onshored Securitisation Regulation on EU exit day,
assuming a no-deal Brexit.
The consultation ends on 27 August 2019. The FCA states that its proposed standards are
consistent with those published by the European Securities and Markets Authority (ESMA) and
are familiar to UK stakeholders, having been subject to previous consultations in the European
context. It states that a longer consultation period could risk the standards not being operative
on exit day.
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The FCA will consider feedback to the consultation and publish its final or near-final technical
standards on or very near to exit day. It intends to publish further consultations covering the rest
of the technical standards.
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Banking
CRR: EBA consults on the methodology for the weighted average maturity of
contractual payments due under the tranche of a securitisation
The European Banking Authority (EBA) has published a consultation on draft Guidelines on the
determination of the weighted average maturity (WAM) of the contractual payments due under
the tranche of a securitisation transaction in accordance with Article 757(1)(a) of the Capital
Requirements Regulation (CRR).
The draft Guidelines aim to ensure that the methodology applicable for the determination of the
WAM for regulatory purposes is sufficiently harmonised in order to increase consistency and
comparability in the own funds held by institutions.
Responses to the consultation are requested by 31 October 2019.

BSB consumer framework
The Banking Standards Board (BSB) has published a consumer framework to help define what
good banking outcomes look like to consumers. It identifies five outcomes that are expanded on
in the framework:

•
•
•
•
•

access;
clarity and transparency;
safety and security;
responsiveness; and
fairness.

€STR: ECB guideline published in OJ
A guideline by the European Central Bank (ECB) governing the euro short-term rate (€STR) and
establishing the ECB's responsibility for its administration has been published in the OJ. The
guideline sets out the responsibilities of the ECB and national central banks and contains
provisions for €STR's methodology and cessation.

Stablecoin work: ECB letter
The ECB has published a letter, dated 25 July 2019, sent to the European Parliament on
stablecoin initiatives.
In the letter, the ECB explains that the European System of Central Banks (ESCB) is closely
monitoring innovation in the financial sector, including stablecoin projects such as Libra. It
states that central banks in the ESCB are also contributing to the ongoing work of the G7
working group on stablecoins. The ESCB carries out a comprehensive assessment of the potential
risks of stablecoin initiatives to financial stability, operational and cyber resilience. The
assessment includes considering their potential impact on the tasks of central banks, including
ensuring the safety and efficiency of payment systems and the smooth conduct of monetary
policy.
The ECB states that it is imperative that authorities be vigilant in assessing risks and
implications for the global financial system, stressing the advantages of technology-neutral
regulation.
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To ensure a level playing field, the ESCB intends to pursue an internationally consistent
approach to these issues, together with the global central bank community and standard-setting
bodies. It states that further engagement of stablecoin developers with the public and authorities
will be required to assess these and other considerations.
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Payment Services
Access to cash, use and acceptance: PSR call for views
The Payment Systems Regulator (PSR) has published a "call for views" (CP19/6) on insights
from research into cash access, use and acceptance. The PSR states that the purpose of this call
for views is twofold:

•
•

it summarises the key findings of BritainThinks research commissioned by the PSR; and
it seeks stakeholders’ views and own evidence on the issues raised by this research,
including on role of (and barriers to) the alternatives to automated teller machines
(ATMs) for accessing cash and possible future options for ensuring access to cash.

The PSR has updated its access to cash webpage to refer to the research and CP19/6. The call for
views is open until 6 September 2019.
The PSR will soon launch a round of stakeholder engagement to gather further insight into
society's need for cash and help inform the next steps in this area.

APIs under PSD2: EBA publishes clarifications to issues raised by its Working
Group
The EBA has published clarifications to a fourth set of issues that have been raised by
participants of its Working Group (WG) on Application Programming Interfaces (API) under the
revised Payment Services Directive (PSD2). The clarifications respond to issues raised on:

•
•
•
•
•
•
•

the confirmation of payment execution;
biometrics and authentication on mobile apps;
access to non-payment account information;
stress testing;
qualified eIDAS certificates for Account Servicing Payment Service Providers ;
the 4 times per day access by Account Initiation Service Providers; and
the sharing of payment account number with Payment Initiation Service Providers.

The aim of the WG is to facilitate industry preparedness for the Regulatory Technical Standards
(RTS) on Strong Customer Authentication and Common and Secure Communication and to
support the development of high-performing and customer-focused APIs under PSD2.
Previously published clarifications can be accessed on the EBA's webpage for the WG. In the
weeks to come, the EBA will add to these.

PSR powers and procedures guidance: CP19/7
The PSR has published a consultation paper (CP19/7) on proposed revisions to its powers and
procedures guidance (PPG). The PSR believes that changes to the PPG are needed because its
powers and functions have increased significantly since the PPG was first published.
The consultation ends on 17 October 2019. The PSR plans to consult later in 2019 on proposed
amendments to its guidance on its access powers and functions under sections 56 and 57 of the
Act and under PSD2.
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PSD2: associations' joint statement
The European Banking Federation (EBF) has published a joint statement given by
representatives of the EBF, the European Savings and Retail Banking Group, the European
Association of Co-operative Banks, the European Third Party Providers Association, and the
Financial Data and Technology Association. The statement's purpose is to smooth the transition
to the new security and communication standards that will be applicable from 14 September
2019 within the framework of PSD2. The statement covers a series of communication and
information related commitments to improve the interactions between banks and third party
providers regarding the implementation of the new standards.
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Securities and Markets
FCA Market Watch 60: control of access to inside information
The FCA has published the latest edition of its Market Watch newsletter in which it reports
on market conduct and transaction reporting issues. It this edition, the FCA shares its concerns
and findings about the control of access to inside information. This follows the conviction of
Fabiana Abdel-Malek, a former compliance officer in the London branch of a major investment
bank. It also highlights the FCA's thematic review of money laundering risks in capital markets.

Fees regime for the supervision of financial market infrastructure: BoE policy
statement
The Bank of England (BoE) has published a policy statement on the fees regime for financial
market infrastructure (FMI) supervision 2019/20. In this policy statement, the BoE also gives
responses to its earlier consultation on the subject. The paper is relevant to all firms currently
paying FMI fees or expecting to do so within the 2019/20 fee year. It is also relevant to non-UK
central securities depositories that may apply for recognition in due course.
The BoE expects to issue invoices in August 2019 for the 2019/20 fee year. Invoices will include
any rebate or shortfall from the 2018/19 fee year.

MiFIR data reporting: ESMA updates Q&As
The European Securities and Markets Authority (ESMA) has updated its Questions and Answers
(Q&As) on data reporting under the Markets in Financial Instruments Regulation (MiFIR).
The Q&As provide clarifications in relation to the requirements for submission of reference data
under MiFIR. In particular, the Q&As relate to reporting obligations for financial instruments
without a defined expiry date (for example, perpetual FX rolling spot futures). ESMA provides a
new answer on how operators should populate field 24 of RTS 23. The amendments to the
existing Q&A on MiFIR data reporting came into effect on 29 July 2019.

ESMA ceases CFD product intervention measures
ESMA has announced that it will not renew the temporary restriction on the marketing,
distribution or sale of contracts for differences (CFDs) to retail clients in the EU. As most
national competent authorities (NCAs) have taken permanent national product intervention
measures relating to CFDs that are at least as stringent as ESMA's measures, ESMA will not
renew its temporary restriction.
Consequently, the measures in ESMA Decision (EU) 2019/679 automatically expired on 31 July
2019. ESMA will continue to monitor activities in relation to these and other related speculative
products to determine whether any other EU-wide measures may be needed.
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Benchmarks Regulation: Implementing Decisions published in OJ
The following European Commission Implementing Decisions relating to the Benchmarks
Regulation have been published in the OJ:

•

•

Commission Implementing Decision (EU) 2019/1274 on the equivalence of the legal and
supervisory framework applicable to benchmarks in Australia in accordance with the
BMR; and
Commission Implementing Decision (EU) 2019/1275 on the equivalence of the legal and
supervisory framework applicable to benchmarks in Singapore in accordance with the
BMR.

The Implementing Decisions enter into force on 19 August 2019.

Prospectus Regulation: AFME updates its model equity selling restrictions
The Association for Financial Markets in Europe (AFME) has updated its model equity selling
restrictions revised to reflect the full entry into force of the EU Prospectus Regulation on 21 July
2019.
The selling restrictions may need to be updated further following the UK's exit from the EU.
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Insurance
Solvency II: Q3 2019 reporting Implementing Regulation
Commission Implementing Regulation (EU) 2019/1285 laying down technical information for
the calculation of technical provisions and basic own funds for reporting with reference dates
from 30 June 2019 until 29 September 2019 under the Solvency II Directive has been published
in the OJ.
The Implementing Regulation, which was made under Article 77e(2) of the Solvency II Directive,
sets out the technical information to be used by reinsurers and insurers when calculating
technical provisions and basic own funds for reporting with reference dates in the third quarter
of 2019.
The Implementing Regulation enters into force on 1 August 2019 and applies from 30 June 2019.

Supervision of remuneration principles in insurance and reinsurance sector:
EIOPA draft opinion
The European Insurance and Occupational Pension Authority (EIOPA) has launched a
consultation on a draft opinion on the supervision of remuneration principles in the insurance
and reinsurance sector. EIOPA aims to improve supervisory convergence in the supervision of
remuneration policies of insurance and reinsurance undertakings at the European level, without
prejudice to the application of the relevant provisions of the Solvency II Directive and the
Solvency II Delegated Regulation.
The consultation closes on 30 September 2019.
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Financial Crime
AML and terrorist financing: Commission calls for better implementation of rules
The European Commission has adopted a Communication and four reports that it says will
support European and national authorities in better addressing money laundering and terrorist
financing (TF) risks. It also published a related staff working document and an explanatory
factsheet.
The Communication, "Towards a better implementation of the EU's anti-money laundering and
countering the financing of terrorism framework", gives an overview of the following four reports
published by the Commission:

•
•

•

•

supranational risk assessment report provides an update of sectorial risks associated with
money laundering and terrorist financing;
report assessing the framework for financial intelligence units' (FIUs) cooperation with
third countries and obstacles and opportunities to enhance cooperation between FIUs
within the EU;
report assessing the conditions and the technical specifications and procedures for
ensuring secure and efficient interconnection of central bank account registers and data
retrieval system; and
report assessing recent alleged AML cases involving EU credit institutions.

The Commission intends that these reports inform the future debate on further action in this
area, which will include the obligations of financial institutions and the powers and tools
necessary for effective supervision. The Commission observes that the current degree of
integration of the banking market will also require further work on aspects of the cross-border
AML and TF framework.
The Commission calls upon member states to:

•
•

•
•

implement its recommendations urgently;
improve cooperation among supervisors, provide updated guidelines on internal
governance and further guidance on beneficial ownership identification for investment
funds providers;
implement the Fourth Anti-Money Laundering Directive (4MLD); and
transpose 5MLD by 10 January 2020.

Under 4MLD, the Commission has to issue a supranational risk assessment report every two
years. The next report is due in 2021 and will assess progress made on these recommendations.
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