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General
Protocols for independent reviews of regulatory action concerning IRHPs redress
scheme and Connaught Income Fund Series 1
The Financial Conduct Authority (FCA) has published the protocols for the conduct of the
"lessons learned" reviews, commissioned by the non-executive directors of the FCA, for:
•
•

the handling of the Connaught Income Fund Series 1; and
the redress scheme for interest rate hedging products (IRHPs).

The reviews will look at the approach, judgements and processes of the Financial Services
Authority and, subsequently, the FCA. The protocols set out the procedures under which the
reviews will be carried out, including the reviewers' access to documents and information, legal
privilege and confidentiality, and the representations process to be followed where the report
intends to criticise individuals.

SMCR: BSB blog on identifying overseas roles requiring certification
The Banking Standards Board (BSB) has published a blog post written by James Ewing, Head of
Assurance and Risk and Planning, and Maximilian Weidlich, Policy Associate, at the BSB. The
authors share their learnings from working with the BSB Certification Regime Working Group,
specifically on the challenges of the certification regime for UK firms operating overseas and
overseas firms with an operation in the UK.
This is a mini-series of blogs on the international challenges of certification. This edition
focusses on identifying which overseas roles actually require certification. In the next edition, the
authors intend to explore some of the practical challenges in assessing fitness and propriety
across a global group.

FOS funding: trade associations urge FOS to reconsider proposals
The Building Societies Association (BSA) has published a press release in which it urges the
Financial Ombudsman Service (FOS) to reconsider its funding proposals contained in its "Our
future funding consultation". The proposals, the BSA argues, will see costs for firms with fewer
complaints soar, while firms with substantial volumes of complaints will experience a drop in
what they pay of around £70m a year.
The BSA suggests several alternatives which, it says, may help the FOS’s funding situation,
without resorting to the measures outlined in the FOS's current proposals.
The Personal Investment Management & Financial Advice Association (PIMFA) has also
responded to the FOS's proposals and has taken a similar view to that of the BSA. PIMFA
"strongly" disagrees that the FOS’s levy and case fee income should be rebalanced to a 50:50
split.
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Brexit
Brexit preparations: ECB article
On 14 August 2019, the European Central Bank (ECB) published a newsletter article titled
"Brexit: stepping up preparations". In its article, the ECB considers the preparation of banks for
the "very real possibility" of a no-deal Brexit on 1 November 2019.
The ECB states that, so far, banks have transferred significantly fewer activities, critical functions
and staff to euro area entities than originally anticipated. The ECB now expects banks to speed
up the implementation of their plans. In particular:
•
•
•
•

•

•

•

where contingency plans for a no-deal scenario are not yet fully implemented, banks
should step up their preparations;
banks should address operational challenges associated with transferring staff and clients
and setting up the necessary internal processes and systems;
banks should comply with time commitments agreed with their supervisors, in particular
regarding the build-up of local risk management capabilities and governance structures;
banks must be prepared for differences in the application of the Capital Requirements
Regulation and Directive prudential provisions to UK entities and UK-linked exposures
or assets post-Brexit;
in relation to the continuity of un-cleared cross-border derivatives contracts, the ECB
encourages market participants, where necessary, to implement effective mitigating
actions, including novations, as soon as possible;
banks are reminded to continue to engage with their customers on Brexit-related matters
and provide them with adequate information on the risks of a no-deal scenario and on
the mitigating measures being taken;
regarding access to third country financial market infrastructures (FMIs), banks in the
euro area should have sufficient onshore capacity (which would exclude group entities or
branches in third countries) to originate business and access key FMIs on a continuous
basis. They should also consider which alternative FMIs would be available if their access
to existing FMIs is impeded or the finality of their instruments/settlements can no longer
be guaranteed.

The ECB states that some eurozone banks must make further adjustments to their business and
booking models. In particular, it expects banks to adjust the practice of "back-branching" (that
is, servicing EU clients from UK branches after Brexit, even when there is no local business need
for them to do so). It also states that some banks have not yet aligned their remote booking
practices and back-to-back hedging strategies with supervisory expectations.
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Banking and Finance
Deposit guarantee schemes: EBA opinion on the eligibility of deposits, coverage
level and cooperation
The European Banking Authority (EBA) has published an opinion to the European Commission
on the eligibility of deposits, coverage level and cooperation between deposit guarantee schemes.
The opinion is given partly in response to a call from the Commission for technical advice from
the EBA on the implementation and practical application of the Deposit Guarantee Schemes
Directive (DGSD), sent in February 2019.
In its opinion, the EBA outlines a number of detailed proposals for the Commission to consider
when it prepares its report to the European Parliament and the Council on the implementation
of the DGSD, and for consideration if the Commission prepares a proposal for a revised DGSD.
The EBA will deliver two more opinions to the Commission later in 2019 on deposit guarantee
scheme (DGS) payouts, and on DGS funding and uses of DGS funds. The proposals in those
opinions may interrelate with the proposals in this opinion; therefore, the EBA invites the
Commission to consider the opinions together.

Basel standardised approach for operational risk: BCBS FAQs
The Basel Committee on Banking Supervision (BCBS) has published its first set of frequently
asked questions (FAQs) on the new standardised approach for operational risk capital, as
published in the final Basel III standards in December 2017. The BCBS expects its members to
implement this standard by 1 January 2022.
The BCBS will periodically review the FAQs and publish answers along with any technical
elaboration of the standards text and interpretative guidance that may be necessary.

SRB and European Commission sign MoU
The Single Resolution Board (SRB) and the European Commission have published a
Memorandum of Understanding (MoU), signed on 1 August 2019, to further strengthen their
cooperation. The authorities' share the objectives of ensuring the orderly resolution of failing
banks while protecting financial stability.
The MoU sets out the SRB and European Commission's approach to cooperation and the
exchange of information relating to their respective functions under the Regulation for the Single
Resolution Mechanism (SRM Regulation). It does not extend to cooperation on European
Commission decisions related to state aid in resolution, as provided for in Article 19 of the SRM
Regulation.

NEDs in the SSM: ECB publishes data on time commitment
The ECB has published a report on the declared time commitment of non-executive directors
(NEDs) in the single supervisory mechanism (SSM). The ECB conducted the benchmarking
exercise, based on "fit and proper" applications received in 2018. The purpose of the exercise is
to increase the ECB's knowledge of NEDs’ time allocation and to inform upcoming assessments
performed both by supervisors and banks.
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The ECB states that the report does not impose requirements or supervisory expectations and its
figures do not affect the principle of proportionality or the established case-by-case assessment
approach as described in the "Guide to fit and proper assessments". However, the report may be
of general interest and includes a section describing some of the recurring concerns the ECB
encounters regarding the time commitment of NEDs.
The ECB will continue to follow up on the time commitment of NEDs in fit and proper
assessments and in ongoing governance supervision. It will also continue the dialogue with
banks on the role of NEDs and the importance of ensuring their adequate time commitment.

Role of cross-currency swap markets in funding and investment decisions: ECB
paper
The ECB has published an occasional paper on the role of cross-currency swap markets in
funding and investment decisions. The authors of the paper explore the role the Eurosystem’s
expanded asset purchase programme has had in guiding investment and funding decisions and
its influence on the cross-currency basis.
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Payment Services
PSD2: FCA agrees 18-month implementation plan for Strong Customer
Authentication
The FCA has agreed an implementation plan that gives the payments and e-commerce industry
an extra 18 months to implement Strong Customer Authentication (SCA). The plan reflects a
recent opinion of the EBA (reported in the FIG Bulletin on 28 June 2019) which set out that
more time was needed to implement SCA given the complexity of the requirements, a lack of
preparedness and the potential for a significant impact on consumers. Read more on the EBA
opinion in our blog: PSD2 and SCA – September or beyond?
The new EU rules, which require banks or payment services providers to verify their customers'
identity and validate specific payment instructions, come into effect on 14 September 2019.
However, the FCA states that it will not take enforcement action against firms that do not meet
the relevant requirements in areas covered by the agreed plan where there is evidence that they
have taken the necessary steps to comply with the plan.
At the end of the 18-month period, the FCA expects all firms to have made the necessary changes
and undertaken the required testing to apply SCA.
The FCA will continue to monitor the extent to which banks and payment service providers
consider the impact of SCA on different groups of consumers, and provide alternative means of
authentication where this may be needed.

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

the machine readability of the central register of the EBA;
the measurement of response times of the dedicated interface;
the availability of and reliance on eIDAS certificates; and
various issues relating to contingency measures.
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Securities and Markets
IBORs: ISDA feedback on pre-cessation issues
ISDA has published a statement summarising the preliminary results of a consultation on precessation issues for the London Inter-bank Offered Rate (LIBOR) and certain other interbank
offered rates (IBORs).
The consultation on pre-cessation issues was launched in May 2019 and sought comments on
how derivatives contracts should address a regulatory announcement that LIBOR or certain
other IBORs categorised as critical benchmarks under the EU Benchmarks Regulation are no
longer representative of an underlying market.
ISDA reports that the respondents to its consultation supported three different options, without
a clear majority in favour of any one option. The three options were:
•
•

•

adding a pre-cessation trigger to the permanent cessation triggers in the "hard wired"
amendment to the 2006 ISDA definitions and related protocol;
use of the pre-cessation trigger, provided that it was implemented with optionality and
flexibility (or some respondents indicated that their support for the trigger depended on a
number of factors); and
opposition to the pre-cessation trigger.

Respondents also expressed a number of issues for ISDA's consideration relating to the potential
pre-cessation trigger itself and how to implement such a trigger.
In September 2019, ISDA plans to publish a summary of the feedback received and a further
consultation on a proposed documentation solution for derivatives that allows for efficient
incorporation of a pre-cessation fall-back trigger.
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