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Chapter 1

Application and purpose
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SYSC 1 : Application and

Section 1.1A : Application

purpose
1.1A Application
1.1A.1 The application of this sourcebook is summarised at a high level in the
following table. The detailed application is cut back in mSYSC 1 Annex 1 and in
the text of each chapter.
Insurer, UK ISPV Chapters 2, 3, 12 to 18, 19F.2, 21, 22, 23, 24, 25,
26, 27, 28, 28A
Managing agent Chapters 2, 3, 11, 12, 15A, 18, 19F.2, 21, 22, 23,
24, 25, 26, 27, 28, 28A
Society Chapters 2, 3, 12, 15A, 18, 19F.2, 21, 22, 23, 24,
25, 26, 27, 28, 28A
Any other SMCR firm Chapters 4 to 12, 15A, 18, 19D, 19F, 19G, 21, 22,
23, 24, 25, 26, 27, 28, 28A
Every other firm Chapters 4 to 12, 15A, 18, 19D, 19F, 19G, 21, 22,
28, 28A
Firms that mSYSC 19D applies to should also refer to the Remuneration part of
the PRA Rulebook.
1.1A.1A The application of this sourcebook to specific firms that are not PRA-
authorised persons is summarised at a high level in the following table. The
detailed application is cut back in MSYSC 1 Annex 1 and in the text of each
chapter.
Full-scope UK AIFM Chapters 4 to 10, 12, 18, 19B, 19F.2, 21, 22, 23,
24, 25, 26, 27, 28, 28A
MIFIDPRU investment Chapters 4 to 10, 12, 18, 19F, 19G, 21, 22, 23, 24,
firm (including an over- 25, 26, 27, 28, 28A
seas firm that would
have been a MIFIDPRU in-
vestment firm if it had
been a UK domestic firm,
except that SYSC 19G
does not apply to such a
firm)
1.1A.1B Chapter 15A of this sourcebook also applies to:
(1) an electronic money institution, a payment institution and a
registered account information service provider;
SYSC 1/2 www.handbook.fca.org.uk B Release 34 @ Mar 2024



SYSC 1 : Application and Section 1.1A : Application

purpose
(2) a UK RIE. '
as set out in the text of that chapter.

1.1A.2 The provisions in SYSC should be read in conjunction with B GEN 2.2.23R to
B GEN 2.2.25G. In particular:

(1) [deleted]

(2) Provisions made by the FCA, and by the PRA in the PRA Rulebook,
may be applied by both regulators to PRA-authorised persons. Such
provisions are applied by each regulator to the extent of its powers
and regulatory responsibilities.

(3) For Solvency Il firms, the FCA considers that the requirements and
guidance in Chapters 2, 3, 12 to 18, 19F.2, 21, 22 and 28 of SYSC are
not inconsistent with:

(a) the parts of the PRA Rulebook which implemented the
governance provisions in the Solvency Il Directive (articles 40 to
49);

(b) the Solvency Il Regulation, or

(c) EIOPA guidelines on systems of governance dated 28 January
2015 (EIOPA-B0S-14/253 EN).

In most cases, there is no direct overlap with those provisions
because the SYSC requirements are directed at FCA conduct
requirements not expressly covered by or under provisions which
implemented or supplemented the Solvency Il Directive. Where there
is a direct overlap with SYSC rules and guidance, the FCA will take
requirements and guidelines which implemented or supplemented
the Solvency Il Directive into account. The definition of Solvency Il
firm includes (for SYSC) large non-directive insurers because the PRA
have applied certain Solvency Il derived requirements to those firms.
Where SYSC refers to the PRA Rulebook applicable to Solvency I
firms, large non-directive insurers should read those references as if
they were references to the corresponding part of the PRA Rulebook
applicable to large non-directive insurers.
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SYSC 1 : Application and Section 1.2 : Purpose
purpose

1.2 Purpose

1.2.1 The purposes of SYSC are:

(1) to encourage firms' directors and senior managers to take
appropriate practical responsibility for their firms' arrangements on
matters likely to be of interest to the FCA because they impinge on
the FCA’s functions under the Act;

(2) to increase certainty by amplifying Principle 3, under which a firm
must take reasonable care to organise and control its affairs
responsibly and effectively, with adequate risk management systems;

(3) to encourage firms to vest responsibility for effective and responsible
organisation in specific directors and senior managers; and

(4) to create a common platform of organisational and systems and
controls requirements for all firms.

(5) [deleted]

1.2.1A  [G]
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SYSC 1 : Application and

purpose

Section 1.4 : Application of SYSC 1

1 to 28A

1.4.1

1.4.1-A

1.4.1A

1.4.1B

1.4.2

1.4 Application of SYSC 11 to 28A

The application of each of chapters mSYSC 11 to M SYSC21 is set out in those
chapters and in mSYSC 1.4.1AR.

The application of each of the chapters B SYSC 19F.2, M SYSC22 to MSYSC 28A is
set out in those chapters.

M SYSC 12 and M SYSC21 do not apply to a firm in relation to its carrying on of
auction regulation bidding.

Apart from mSYSC 12, and W SYSC 21 which are disapplied by mSYSC 1.4.1AR,
the other chapters of mMSYSC 11 to MSYSC 14 do not apply in relation to a
firm's carrying on of auction regulation bidding because they only apply to
an insurer. mSYSC 18 provides guidance on the Public Interest Disclosure Act.
Other chapters of SYSC may not apply to auction regulation bidding, for
example because an exempt MiFID commodities firm will not be a MIFIDPRU
investment firm.

Actions for damages

A contravention of a rule in BSYSC 11 to M SYSC 14, M SYSC 18 to MSYSC 21,

W SYSC22.8.1R, MSYSC22.9.1R or MSYSC 23 to M SYSC 28A does not give rise to a
right of action by a private person under section 138D of the Act (and each
of those rules is specified under section 138D(3) of the Act as a provision
giving rise to no such right of action).
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SYSC 1 : Application and

purpose

Section 1.5 : Significant SYSC firm

1.5.1

1.5.2

1.5.3

1.5 Significant SYSC firm

Purpose

(1)

()

(3)

(4)

The purpose of M SYSC 1.5 is to set out the definition of a significant
SYSC firm.

The following governance requirements in SYSC apply by reference to
the term significant SYSC firm:

(a) MSYSC4.3A.6R on the limitations in the number of directorships;
(b) WMSYSC4.3A.8R on the nomination committee; and

(c) WMSYSC7.1.18R and mSYSC7.1.18AAR on the risk committee.

MIFIDPRU investment firms are not subject to M SYSC4.3A.8R or
W SYSC 7.1.18R, and should refer instead to m MIFIDPRU 7.3.

The definition of significant SYSC firm is also relevant in determining
whether a firm is an enhanced scope SMCR firm for the purposes of
the senior managers and certification regime.

Definition of a significant SYSC firm

A firm is a significant SYSC firm if it meets one or more of the following
conditions:

(1)
(2)
3)

(4)
(5)

(1)
(2)

its total assets exceed £530 million;

its total liabilities exceed £380 million;

the annual fees and commission income it receives in relation to the
regulated activities carried on by the firm exceeds £160 million in the
12-month period immediately preceding the date the firm carries out
the assessment under this rule;

the client money that it receives or holds exceeds £425 million; and
the assets belonging to its clients that it holds in the course of, or in
connection with, its regulated activities exceeds £7.8 billion.

This rule defines some of the terms used in MSYSC 1.5.2R.

“Total assets” means the firm’s total assets:

(a) as set out in the most recent relevant report submitted to the
FCA under mSUP 16.12 (Integrated Regulatory Reporting); or

SYSC 1/6

www.handbook.fca.org.uk B Release 34 @ Mar 2024



SYSC 1 : Application and
purpose

Section 1.5 : Significant SYSC firm

1.5.4

1.5.5

1.5.6

3)

@

(5

A firm

(M

()

(b) (where the firm carries out the assessment under mSYSC 1.5.4R at
any time after the date of its most recent report in (a)) as the
firm would report to the FCA in accordance with the relevant
report, as if the reporting period for that report ended on the
date of the assessment.

"Total liabilities” means the firm’s total liabilities:

(a) as set out in the most recent relevant report submitted to the
FCA under mSUP 16.12 (Integrated Regulatory Reporting); or

(b) (where the firm carries out the assessment under mSYSC 1.5.4R at
any time after the date of its most recent report in (a)) as the
firm would report to the FCA in accordance with the relevant
report, as if the reporting period for that report ended on the
date of the assessment.

“client money” means client money that a firm receives or holds in
the course of, or in connection with, all of the regulated activities
that it carries on:

(a) as set out in the most recent client money and client asset report
submitted to the FCA under B SUP 16.12 (Integrated Regulatory
Reporting); or

(b) (where the firm carries out the assessment under mSYSC 1.5.4R at
any time after the date of its most recent report in (a)) as the
firm would report to the FCA in accordance with the relevant
report, as if the reporting period for that report ended on the
date of the assessment.

“Assets belonging to its clients” means the assets to which the
custody rules apply:

(a) as set out in the most recent client money and client asset report
submitted to the FCA under B SUP 16.12 (Integrated Regulatory
Reporting); or

(b) (if the firm carries out the assessment under M SYSC 1.5.4R at any
time after the date of its most recent report in (a)) as the firm
would report to the FCA in accordance with the relevant report,
as if the reporting period for that report ends on the date the
assessment is carried out.

must assess regularly whether it becomes a significant SYSC firm.

If a firm, at any time, becomes aware that it is likely to become a
significant SYSC firm, it must forthwith make arrangements to
establish and have in place sound, effective and comprehensive
strategies, processes and systems to achieve compliance with the
requirements that apply to a significant SYSC firm.

The firm in (1) must comply with the requirements that apply to a
significant SYSC firm on the expiry of a period of 3 months from the
date it meets any one of the conditions in W SYSC 1.5.2R.

If a firm that is a significant SYSC firm ceases to meet any of the conditions
in MSYSC 1.5.2R, it must continue to comply with the rules and requirements
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SYSC 1 : Application and

purpose

Section 1.5 : Significant SYSC firm

1.5.7

1.5.8

applicable to a significant SYSC firm until the first anniversary of the date on
which the firm ceased to be a significant SYSC firm.

The FCA may, on a case-by-case basis, require a firm which does not meet
any of the conditions in M SYSC 1.5.2R to comply with the rules and
requirements that apply to a significant SYSC firm if the FCA considers it
appropriate to do so to meet its strategic objective or to advance one or
more of its operational objectives under the Act.

(1) A firm may apply to the FCA under section 138A of the Act to waive

(2)

3)

any one or more of the conditions in W SYSC 1.5.2R if it believes that
one or more of the governance requirements in (2) that apply to a
significant SYSC firm may be disproportionate. In its application for a
waiver, the FCA expects the firm to demonstrate that it should not be
considered as significant, taking into account the size, nature, scope
and complexity of its activities, any membership of a group and the
internal organisation of that group.

The governance requirements referred to in (1) are:
(a) MSYSC4.3A.6R on the limitations in the number of directorships;
(b) WMSYSC4.3A.8R on the nomination committee; or

(c) mSYSC7.1.18R on the risk committee.

The effect of such waiver is that the firm would not be a significant
SYSC firm only for the purpose of the particular governance
requirement in (2) that the waiver is expressed to apply to. For the
avoidance of doubt, such a firm would still be a significant SYSC firm
for the purpose of the other rules in the FCA Handbook that apply to
a significant SYSC firm, except where expressly otherwise provided
for.

SYSC 1/8
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SYSC 1 : Application and Annex 1
purpose

Detailed application of SYSC

Who?
1.1 R SYSC2 and SYSC 3 only apply to an insurer, a UK ISPV, a managing agent and
the Society except that:

(1) [deleted]

(2) [deleted]

(3) [deleted]

(4) for a sole trader:

(a) SYSC 2 applies but only if he empl son who
is required to be approved under|section 59| of the
Act (Approval for particular arrangements);

(b) SYSC 3.2.6I R does not apply if he has no employees;
and

(5) [deleted]

(6) Except as provided for in (7), SYSC2 and SYSC 3 do not apply to a
firm in relation to benchmark activities.

(7) SYSC2 and SYSC 3 continue to apply to a person with permission
to carry on the regulated activity of administering a specified
benchmark acting as such.

1.1A G (1) As a consequence of the benchmarks regulation, the regulated
activity referred to in SYSC 1 Annex 1 1.1R(7) will cease to apply in
certain circumstances (see SUP TP 10 for an explanation of those
circumstances).

(2) The effect of SYSC 1 Annex 1 1.1R(7) is that SYSC 2 and SYSC 3 con-
tinue to apply to firms which still have permission to carry on the
regulated activity in SYSC 1 Annex 1 1.1R(7) when carrying on that
activity.

1.2 G [deleted]
What?
1.3 R SYSC 2 and SYSC 3 apply with respect to the carrying on of:

(1) regulated activities;

(2) activities that constitute dealing in investments as principal, dis-
regarding the exclusion in [article 15|of the Regulated Activities

Order (Absence of holding out etc);

(3) ancillary activities in relation to designated investment business,
home finance activity and insurance distribution activity; and

(4) activities directly arising from insurance risk transformation;

except that SYSC 3.3 applies as described in SYSC 1 Annex 1 1.3AR and SYSC
3.2.6AR to SYSC3.2.6) G do not apply as described in SYSC 1 Annex 1.1.4R.
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SYSC 1 : Application and Annex 1
purpose

1.3A R SYSC3.3 only applies in relation to the carrying on of insurance distribution ac-
tivities.
1.4 R SYSC3.2.6AR to SYSC3.2.6J G do not apply:
(1) with respect to the activities described in SYSC 1 Annex 1.1.3R(2)
and SYSC 1 Annex 1.1.3R(3); or
(2) in relation to the following regulated activities:
(a) general insurance business;
(aa) insurance risk transformation;
(b) insurance distribution activity in relation to a gen-

eral insurance contract or pure protection contract;

(c) long-term insurance business which is outside the
scope of the Solvency Il Directive (unless it is other-
wise one of the regulated activities specified in this
rule);

(d) business relating to contracts which are within the
Regulated Activities Order only because they fall
within paragraph (e) of the definition of "contract
of insurance" in article 3 of that Order;

(e) (i) arranging, by the Society, of deals in gen-
eral insurance contracts written at
Lloyd's; and
(i) managing the underwriting capacity of
a Lloyd's syndicate as a managing agent
at Lloyd's;
() home finance mediation activity and administering a
home finance transaction; and
(9) reversion activity; or
3) to a pure reinsurer; or
(4) in relation to activities directly arising from insurance risk trans-
formation.
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purpose

1.5

1.6

1.7

1.8

1.8A

1.9

1.10

R SYSC2 and SYSC 3, except SYSC3.2.6AR to SYSC3.2.6J G, also apply with respect
to the communication and approval of financial promotions which:

(1) if communicated b rised person without approval
would contravene|section 21(1)|of the Act (Restrictions on finan-
cial promotion); and

(2) Im_a_,yj_e communicated by a firm without contravening
238(1)

of the Act (Restrictions on promotion of collective invest-
ment schemes).

R SYSC2 and SYSC 3, except SYSC3.2.6AR to SYSC3.2.6) G, also:

(1) apply with respect to the carrying on of unregulated activities in
a prudential context; and

(2) take into account any activity of other members of a group of
which the firm is a member.

G SYSC 1 Annex 1.1.6R(2) does not mean that inadequacy of a group member's
systems and controls will automatically lead to a firm contravening, for ex-
ample, SYSC3.1.1 R. Rather, the potential impact of a group member's activit-
ies, including its systems and controls, and any systems and controls that op-
erate on a group basis, will be relevant in determining the appropriateness
of the firm's own systems and controls.

Where?

R SYSC2 and SYSC 3 apply with respect to activities carried on from an establish-
ment maintained by the firm (or its appointed representative or, where ap-
plicable, its tied agent) in the United Kingdom unless another applicable
rule which is relevant to the activity has a wider territorial scope, in which
case SYSC2 and SYSC 3 apply with that wider scope in relation to the activity
described in that rule.

R (1) sysc 3, except SYSC3.2.6AR to SYSC3.2.6JG, and
(2) for a UK domestic firm, SYSC 2;

also apply in a prudential context with respect to activities wherever they
are carried on.

R SYSC2 and SYSC 3, except SYSC3.2.6AR to SYSC3.2.6J G, also apply in a pruden-
tial context to a UK domestic firm with respect to activities wherever they
are carried on.

R SYSC 3, except SYSC 3.2.6AR to SYSC 3.2.6J G, also applies in a prudential con-
text to an overseas firm with respect to activities wherever they are carried
on.

G (1) In considering whether to take regulatory action under SYSC2 or
SYSC3 in relation to activities carried on outside the United King-
dom, the appropriate regulator will take into account the stand-
ards expected in the market in which the firm is operating.

(2) Most of the rules in SYSC 3 are linked to other requirements and
standards under the regulatory system which have their own ter-
ritorial limitations so that those SYSC rules are similarly limited
in scope.

Actions for damages

R A contravention of the rules in SYSC2 and SYSC 3 does not give rise to a right
of action by a private person under section 138D of the Act (and each of
those rules is specified under section 138D(3) of the Act as a provision giving
rise to no such right of action).

Who?
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purpose
I 2.1 R The common platform requirements apply to every firm apart from an in-
surer, a UK ISPV, a managing agent and the Society unless provided other-
wise in a specific rule.
2.2 R [deleted]
2.3 R For a sole trader:
(1) SYSC 4.3 does not apply as long as they do not employ any per-
son who is required to be approved under of the Act
(Approval for particular arrangements);
2) SYSC4.1.4R and SYSC6.3.9R do not apply if he has no employees.
2.4 R For a UCITS qualifier:
(1) the rule on responsibility of senior personnel (SYSC 4.3) does not
apply; and
(2) the common platform requirements apply in relation to the com-
munication and approval of financial promotions only as set out
in SYSC 1 Annex 1.2.12R.
[Note: of the Act.]
2.4A R For an AIFM qualifier:
(1) the rule on responsibility of senior personnel (SYSC4.3) does not
apply; and
2) the common platform requirements apply in relation to the com-

munication and approval of financial promotions only as set out
in SYSC 1 Annex 1, 2.12R.

2.5 R For an authorised professional firm when carrying on non-mainstream requ-
lated activities, the common platform requirements on financial crime, con-
flicts of interest and Chinese walls do not apply.

2.5A R The common platform requirements on financial crime do not apply to a firm
for which a professional body listed in Schedule 1 to the Money Laundering
Regulations, and not the FCA, acts as the supervisory authority for the pur-
poses of those regulations.

2.6 R [deleted]
2.6A R [deleted]

SYSC 1 Annex 1/4 www.handbook.fca.org.uk B Release 34 @ Mar 2024


https://www.legislation.gov.uk/ukpga/2000/8/section/59/2009-04-01
https://www.legislation.gov.uk/ukpga/2000/8/section/266/2009-04-01

SYSC 1 : Application and Annex 1
purpose

2.6B R Subject to SYSC 1 Annex 1 2.6CR, the common platform requirements do not
apply to a full-scope UK AIFM of an unauthorised AIF except for:
(1) SYSC4.1.1R to SYSC4.1.2R and SYSC4.1.2BR to SYSC4.1.2DR;
(2) SYSC4.2.1R, SYSC4.2.1BR, SYSC4.2.2R to SYSC4.2.5G, SYSC4.2.7R
and SYSC4.2.8 G;
3) SYSC6.1.1R, which only applies to the extent that it relates to the

obligation to establish, implement and maintain adequate pol-
icies and procedures for countering the risk that the firm (includ-
ing its managers and employees) might be used to further finan-

cial crime;
(4) SYSC6.1.4B G
(5) SYSC6.3;
(6) SYSC7.1.7BA G
(7) SYSC10.1.1R and SYSC 10.1.22 R to SYSC 10.1.26 R; and
(8) SYSC 10.2.
2.6C R The common platform requirements apply to an AIFM investment firm which

is a full-scope UK AIFM in respect of its MiFID business in line with Column A
in Table A of Part 3.

2.6D R The common platform requirements apply to a full-scope UK AIFM of an au-
thorised AIF in line with Column A++ in Table A of Part 3.
2.6E G The common platform requirements apply to a small authorised UK AIFM in

line with Column B in Table A of Part 3 (unless such a firm is also a common
platform firm, in which case they must comply with Column A).

2.6F R [deleted]
2.6G R (1) Except as provided for in (2), the common platform requirements
do not apply to a firm in relation to benchmark activities.

(2) The common platform requirements continue to apply to a per-
son with permission to carry on the regulated activity of adminis-
tering a specified benchmark acting as such.

2.6H G (1) As a consequence of the benchmarks regulation, the regulated

activity referred to in SYSC 1 Annex 1 2.6GR(2) will cease to apply
in certain circumstances (see SUP TP 10 for an explanation of
those circumstances).

(2) The effect of SYSC 1 Annex 1 2.6GR(2) is that the common plat-
form requirements continue to apply to firms which still have
permission to carry on the regulated activity in SYSC 1 Annex 1
2.6GR(2) when carrying on that activity.

2.7 G [deleted]

2.7A G [deleted]
What?

2.8 R The common platform organisational requirements apply with respect to the
carrying on of the following (unless provided otherwise within a specific
rule):

(1) regulated activities;
(2) activities that constitute dealing in investments as principal, dis-
regarding the exclusion in of the Regulated Activities

Order (Absence of holding out etc);
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purpose
I 3) ancillary activities;
(4) in relation to MiFID business, ancillary services; and
(5) collective portfolio management.
2.8A R (1) Subject to (2), (3) and (5), in SYSC 1 Annex 1 2.8R, articles 1(2), 21

to 25, 30 to 32 and 72 of the MiFID Org Regulation (including
any relevant definitions in the Glossary, MiFIR and the MiFID Org
Regulation) apply as if they were rules or guidance in accordance
with Part 3 (Tables summarising the application of the common
platform requirements to different types of firm) to a firm’s carry-
ing on of the business set out in SYSC 1 Annex 1 2.8R which is not
MIFID business or a structured deposits regulated activity.

(1A) Subject to (2), (3) and (6), articles 33 to 35 of the MIiFID Org Regu-
lation (including any relevant definitions in the Glossary, MiFIR
and the MiFID Org Regulation) apply as if they were rules or
guidance in accordance with Part 3 (Tables summarising the ap-
plication of the common platform requirements to different
types of firm) to a firm’s carrying on of the business set out in
SYSC 10.1.1R which is not MiFID business or a structured deposits
requlated activity.

(2) References in Column (1) to a word or phrase used in the MiFID
Org Regulation for the purpose of (1) have the meaning indic-
ated in Column (2) of the table below:

(1 (2)

“ancillary services” ancillary services or ancillary activities as-
sociated with the firm’ regulated ac-
tivities

“client” and “poten- client

tial client”

"“competent FCA

authority”
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purpose

2.8B

2.8C

2.8D

2.9

2.10

"investment firm” firm
and “firm”

“investment service”  designated investment business
and “investment ser-
vices and activities”

“portfolio manage- managing investments
ment” and “portfolio
management service”

“shall” must
(3) [deleted]

(4) This rule does not apply to a collective portfolio management in-
vestment firm in relation to the firm’s business other than its Mi-
FID business.

(5) The requirements in article 72 of the MiFID Org Regulation do
not apply to a firm to the extent that article 19 of the IDD Regu-
lation applies to the firm.

(6) SYSC 1 Annex 1 2.8AR(1A) does not apply to a firm to the extent
that articles 3 — 7 of the IDD Regulation apply to the firm (see
SYSC 1 Annex 1 3.1AG).

The purpose of SYSC 1 Annex 1 2.8R and SYSC 1 Annex 1 2.8AR is that the com-
mon platform organisational requirements and the common platform require-
ments on conflicts of interest also apply when carrying on any of the activit-
ies listed in SYSC 1 Annex 1 2.8R or SYSC 10.1.1R respectively even where they
do not involve investment services and/or activities and, where relevant, ancil-
lary services (unless provided otherwise within a specific rule).

SYSC 1 Annex 1 2.8AR(3) has the effect that, where the requirement in the Mi-
FID Org Regulation that is a common platform organisational requirement or
a common platform requirement on conflicts of interest includes a reference
or cross reference to another part of the MiFID Org Regulation, that refer-
ence or cross reference is given the same meaning as for the purposes of
SYSC 1 Annex 1 2.8AR.

For the purpose of SYSC 1 Annex 1 2.8AR, a firm should apply any guidance
published by the FCA that assists with interpreting the definitions in MiFID,
MiFIR and the MiFID Org Regulation.

The application of the provisions on the conflicts of interest in SYSC 10 is set
out in SYSC 10.1.-4G to SYSC 10.1.1AR and SYSC10.2.1R

The provisions on record-keeping in SYSC9 and articles 21 and 72 of the Mi-
FID Org Regulation apply as set out in SYSC 1 Annex 1.2.8R and SYSC 1 Annex
1.2.8AR, except that they only apply to the carrying on of ancillary activities
that are performed in relation to:

(1) designated investment business;
(2) home finance activity;

(3) insurance distribution activity;
(4) credit-related regulated activity.

The common platform requirements on financial crime apply as set out in
SYSC 1 Annex 1 2.8R, except that they do not apply:

(1) with respect to:
(a) activities that constitute dealing in inv 3s
principal, disregarding the exclusion infarticle 15|of

the Regulated Activities Order (Absence of holding
out etc); and
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(b) ancillary activities; or
(2) in relation to the following regulated activities:
(a) general insurance business;
(b) insurance distribution activity in relation to a general

insurance contract or pure protection contract;

() long-term insurance business which is outside theSo/v-
ency Il Directive (unless it is otherwise one of the
regulated activities specified in this rule);

(d) business relating to contracts which are within the
Regulated Activities Order only because they fall
within paragraph (e) of the definition of "contract of
insurance" in article 3 of that Order;

(e) (i) arranging by the Society of deals in gen-
eral insurance contracts written at
Lloyd's; and
(i) managing the underwriting capacity of a
Lloyd's syndicate as a managing agent at
Lloyd's;

(f) home finance mediation activity and administering a
home finance transaction;

(9) reversion activity;

(h) meeting of repayment claims and managing dormant
asset funds (including the investment of such funds);
and

(i) regulated funeral plan activities.

2.12 R The common platform organisational requirements, except the common plat-

form requirements on financial crime, also apply with respect to the commun-
ication and approval of financial promotions which:

(1) if communicated by an unauthorised person without approval
would contravene section 21(1) of the Act (Restrictions on finan-
cial promotion); and

(2) I%e communicated by a firm without contravening
238(1)

of the Act (Restrictions on promotion of collective invest-
ment schemes).

2.13 R The common platform organisational requirements, except the common plat-
form requirements on financial crime, also:

(1) apply with respect to the carrying on of unregulated activities in
a prudential context; and

(2) take into account any activity of other members of a group of
which the firm is a member.
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2.13A

2.13B

2.13C

2.14

2.14A

2.14B

2.15

2.16
2.16A

2.16B
2.16C

2.16D
2.16E

2.16F
2.17

G

Where?
R

x o X =D

SYSC6.3 only applies to a firm in relation to carrying on a credit-related regu-
lated activity or regulated claims management activity, or operating an elec-
tronic system in relation to lending, to which the Money Laundering Regula-
tions also apply.

SYSC6.3.8R and SYSC6.3.9R do not apply to a firm with a limited permission
for entering into a regulated credit agreement as lender.

The persons to whom the Money Laundering Regulations apply are set out in
regulation 10 of the Money Laundering Regulations. The persons include
credit institutions (for example, banks) and financial institutions (for ex-
ample, persons who carry on regulated activities which consist of or include
entering into requlated credit agreements as lender). These expressions are
defined in regulation 10 of those Regulations.

SYSC 1 Annex 1.2.13R(2) does not mean that inadequacy of a group member's
systems and controls will automatically lead to a firm contravening any of
the common platform organisational requirements. Rather, the potential im-
pact of a group member's activities, including its systems and controls, and
any systems and controls that operate on a group basis, will be relevant in de-
termining the appropriateness of the firm's own systems and controls.

The systems and control requirements in article 17 of MiFID for the following
are in chapter 7A of the Market Conduct sourcebook (MAR):

(1) algorithmic trading;

(2) direct electronic access to a trading
venue; and

(3) acting as a general clearing member of a
trading venue.

Firms should refer to articles 38 to 42 of the MiFID Org Regulation for addi-
tional organisational requirements for underwriting and placing.

The common platform requirements, except the common platform record-
keeping requirements, apply to a firm in relation to activities which:

(1) (except for regulated claims management activities and ancillary
activities) are carried on by it from an establishment in the
United Kingdom; or

(2) are, or are ancillary to, regulated claims management activities.
[deleted]
[deleted]

[deleted]

The common platform requirements apply to a full-scope UK AIFM in respect
of its management of an AIF where carried on from an establishment in the
UK.

[deleted]

The common platform requirements apply to an AIFM investment firm which
is a full-scope UK AIFM in respect of its MiFID business where carried on from
an establishment in the UK.

[deleted]
The common platform record-keeping requirements apply to activities which:

(1) (except for regulated claims management activities and ancillary
activities) are carried on by it from an establishment in the
United Kingdom; or
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2) are, or are ancillary to, requlated claims management activities.

If, however, another applicable rule which is relevant to the activity has a
wider territorial scope, the common platform record-keeping requirements
apply with that wider scope in relation to the activity described in that rule.

[Note: article16(11) first paragraph of MiFID]

2.17A G For an activity to amount to a regulated claims management activity it must
be carried on in Great Britain (see PERG 2.4A). Subject to the exception for
common platform record-keeping requirements in paragraph 2.17R of this
Annex, the application of the common platform requirements to firms which
carry on regulated claims management activities (and ancillary activities) de-
pends on whether the activity is carried on in Great Britain rather than
whether it is carried on from an establishment maintained in the United
Kingdom.

The common platform organisational requirements, except the common plat-
form requirements on financial crime, also apply in a prudential context to a

UK domestic firm and to an overseas firm with respect to activities wherever

they are carried on.

2.18A G SYSC6.1.1R on systems and controls for countering the risk that a firm might
be used to further financial crime is:

(1) a common platform organisational re-
quirement, not a common platform re-
quirement on financial crime; and

2) subject to the application, amongst other
provisions, of SYSC 1 Annex 1 2.13R, SYSC 1
Annex 1 2.16R and SYSC 1 Annex 1 2.18R.

Actions for damages

2.19 R A contravention of a rule in the common platform requirements does not
give rise to a right of action by a private person under section 138D of the
Act (and each of those rules is specified under section 138D(3) of the Act as a
provision giving rise to no such right of action).
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3.1 G The common platform requirements apply as described in the following table
(subject to the provisions in Part 2 of this Annex (Application of the common
platform requirements)).
Type of firm Common plat-
form re-
quirements
Common platform firm SYSC 1 Annex 1
3.2G, SYSC 1 Annex
1 3.2-AR and SYSC
1 Annex 1 3.2-BR
Management company SYSC 1 Annex 1
3.2AG
Full-scope UK AIFM of an authorised AIF SYSC 1 Annex 1
3.2BR
MIFID optional exemption firm SYSC 1 Annex 1
3.2CR
Third country firm SYSC 1 Annex 1
3.2CR
All other firms (apart from insurers, managing agents, SYSC 1 Annex
the Society, full-scope UK AIFMs of unauthorised AlFs, Mi- 1.3.3R
FID optional exemption firms and third country firms)
3.1A G The IDD Regulation applies to a firm when carrying on insurance distribution

Common platform firm

3.2 G
3.2-ZA G
3.2-A R
3.2-B R

Management company

in relation to insurance-based investment products. Articles 3 to 7 of the IDD
Regulation are reproduced in SYSC 10.1A for information for these firms.

For a common platform firm (other than a dormant asset fund operator not
subject to MiFID):

(1) SYSC 4 to SYSC 10 apply in accordance with Column A in
Table A below; and
(2) articles 1(2), 21 to 25, 30 to 35 and 72 of the MiFID Org

Regulation are directly applicable to the firm.

A common platform firm that is a MIFIDPRU investment firm should read
SYSC 4 to SYSC 10 together with MIFIDPRU 7. While MIFIDPRU investment firms
are not in scope of the requirements in SYSC4.3A.8R and SYSC7.1.18R regard-
ing nomination and risk committees, certain MIFIDPRU investment firms are
required by MIFIDPRU 7.3.1R and MIFIDPRU 7.3.5R to establish nomination and
risk committees.

For a common platform firm (other than a dormant asset fund operator not
subject to MiFID), articles 1(2), 21 to 25, 30 to 35 and 72 of the MiFID Org Re-
gulation apply to the firm’s business other than MiFID business or structured
deposits regulated activities as if the MiFID Org Regulation applied to the
firm as rules in accordance with SYSC 1 Annex 1 2.8R and SYSC 1 Annex 1 2.8AR.

For a common platform firm that is a dormant asset fund operator and is not
subject to MiFID:

(1) SYSC4to SYSC 10 apply in accordance with Column A in
Table A below; and
(2) articles 1(2), 21 to 25, 30 to 35 and 72 of the MiFID Org

Regulation apply as if the MiFID Org Regulation applied
to the firm as rules in accordance with SYSC 1 Annex 1 2.8R
and SYSC 1 Annex 1 2.8AR.
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I 3.2A G For a management company, the common platform requirements in SYSC4 to
SYSC 10 apply in accordance with Column A+ in Table A below.

Full-scope UK AIFM of an authorised AIF

3.2B R For a full-scope UK AIFM of an authorised AlF, the common platform require-
ments in SYSC4 to SYSC 10 apply in accordance with Column A++ in Table A
below.

MiFID optional exemption firm and a third country firm
3.2C R For a MiFID optional exemption firm and a third country firm:

(1) SYSC 4 to SYSC 10 apply as rules or as guidance in accord-
ance with Table B below in the following way:

(a) where a rule is shown modified as
'‘Guidance’, it should be read as guid-
ance (as if "should" appeared in that
rule instead of "must"); and

(b) the provision should be applied in a
proportionate manner, taking into ac-
count the nature, scale and complex-
ity of the firm’s business; and

(2) articles 1(2), 21 to 25, 30 to 32 and 72 of the MiFID Org
Regulation apply as if the MiFID Org Regulation applied
to the firm as rules (in accordance with SYSC 1 Annex 1
2.8R and SYSC 1 Annex 1 2.8AR) or as guidance in accord-
ance with Part 1 of Table C below. Part 2 of Table C sets
out those articles of the MiFID Org Regulation.

3.2D R (1) Subject to (2), SYSC4.3A.6R, SYSC4.3A.8R and SYSC7.1.18R
apply to a MiFID optional exemption firm that is ‘signific-
ant’ as a rule or as guidance in accordance with SYSC 1 An-

nex 1 3.2CR.

(2) In (1), ‘significant’” means a MiFID optional exemption

firm that is a significant SYSC firm.
Other firms
3.2E R SYSC 1 Annex 1 3.3R does not apply to the following:

(1) insurers and UK ISPVs;

(2) managing agents;

(3) the Society;

(4) full-scope UK AIFMs of unauthorised AlFs;

(5) MIiFID optional exemption firms; and

(6) third country firms.

3.3 R For all other firms:

(1) SYSC 4 to SYSC 10 apply as rules or as guidance in accord-
ance with Column B in Table A below in the following
way:

(a) where a rule is shown modified in

Column B as 'Guidance’, it should be
read as guidance (as if "should" ap-
peared in that rule instead of
"must"); and

SYSC 1 Annex 1/12 www.handbook.fca.org.uk B Release 34 @ Mar 2024
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SYSC4.1.-2G

SYSC4.1.-1G
SYSC4.1.1R
SYSC4.1.1AR
SYSC4.1.1BR
SYSC4.1.1CR
SYSC4.1.1DR
SYSC4.1.1ER
SYSC4.1.1FG
SYSC4.1.2R

SYSC4.1.2AG

SYSC4.1.2AAR
SYSC4.1.2BR
SYSC4.1.2CR
SYSC4.1.2DR
SYSC4.1.3R
SYSC4.1.4R

Guidance

Not applicable
Rule

Not applicable
Not applicable
[deleted]

Not applicable
Not applicable
Not applicable
Rule

Not applicable

[deleted]
Not applicable
Not applicable
Not applicable
[deleted]
Not applicable

Not applicable

save in relation to

a UCITS invest-

ment firm and its

MIFID business
Not applicable
Rule

Not applicable
Not applicable
[deleted]

Rule

Rule

Guidance

Rule for a UCITS
investment firm;
otherwise
guidance

Guidance for a
UCITS firm; not
applicable to a

UCITS investment

firm
[deleted]
Rule

Not applicable
[deleted]
Rule

Not applicable

Not applicable
Rule

Rule

Rule

[deleted]

Not applicable
Not applicable
Not applicable
Rule

Not applicable

[deleted]

Rule

Rule

Rule

[deleted]

Not applicable

SYSC 1 : Application and Annex 1
purpose
(b) the provision should be applied in a
proportionate manner, taking into ac-
count the nature, scale and complex-
ity of the firm’s business; and
(2) articles 1(2), 21 to 25, 30 to 35 and 72 of the MiFID Org
Regulation do not apply.
3.3A R

Not applicable

Not applicable
Rule

Not applicable
Not applicable
[deleted]

Not applicable
Not applicable
Not applicable
Guidance

Guidance

[deleted]
Not applicable
Not applicable
Not applicable
[deleted]

(1) and (3): Guid-
ance; (2): Rule
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Annex 1

SYSC4.1.4AG
SYSC4.1.5R
SYSC4.1.6R

SYSC4.1.7R

SYSCA4.1.7AG
SYSC4.1.8G
SYSC4.1.8AR

SYSC4.1.8CG

SYSC4.1.8DG

SYSC4.1.8DAG

SYSC4.1.8DBR

Not applicable
Not applicable
Rule

Rule CRR firm for
a only

Not applicable
Guidance

Applies as a rule
only to an oper-
ator of an elec-
tronic system in
relation to
lending

Applies as guid-
ance only to an
operator of an
electronic system
in relation to
lending

Applies as guid-
ance only to an
operator of an
electronic system
in relation to
lending

Applies as guid-
ance only to an
operator of an
electronic system
in relation to
lending

Applies as a rule
only to an oper-
ator of an elec-
tronic system in
relation to
lending

Not applicable
Rule

Rule for a UCITS
investment firm;
otherwise
guidance

Rule

Not applicable
Guidance
Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable
Not applicable
Not applicable

Not applicable

Not applicable
Guidance
Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Guidance
Not applicable
Guidance

Guidance

Guidance
Guidance

Applies as a rule
only to an oper-
ator of an elec-
tronic system in
relation to
lending

Applies as guid-
ance only to an
operator of an
electronic system
in relation to
lending

Applies as guid-
ance only to an
operator of an
electronic system
in relation to
lending

Applies as guid-
ance only to an
operator of an
electronic system
in relation to
lending

Applies as a rule
only to an oper-
ator of an elec-
tronic system in
relation to
lending
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Annex 1

SYSC4.1.8DCR

SYSC4.1.8DDR

SYSC4.1.9R
SYSC4.1.10R

SYSC4.1.10AG
SYSC4.1.11G
SYSC4.1.13G
SYSC4.1.14G
SYSC4.2.1R

SYSC4.2.1AG
SYSC4.2.2R
SYSC4.2.3G - 4.2.5G
SYSC4.2.6R

SYSC4.2.7R
SYSC4.2.8G
SYSC 4.2.9G
SYSC4.3.1R
SYSC4.3.2R

Applies as a rule
only to an Applies
as a rule only to
an operator of an
electronic system
in relation to
lending

Applies as a rule
only to an oper-
ator of an elec-
tronic system in
relation to
lending

Not applicable
Not applicable

Not applicable
Guidance
Guidance
Guidance

Rule

Not applicable
Rule

Guidance

Rule

Not applicable
Not applicable
[deleted]

Not applicable
Not applicable

Not applicable

Not applicable

Rule
Rule

Not applicable
Guidance
Guidance
Guidance

Rule

Not applicable
Rule
Guidance

Rule for a UCITS
investment firm;
otherwise not ap-
plicable

Not applicable
Not applicable
[deleted]

Rule

Rule

Not applicable

Not applicable

Not applicable
Not applicable

Not applicable
Guidance
Guidance
Guidance

Rule

Not applicable
Rule

Guidance

Not applicable

Rule

Rule

[deleted]

Not applicable
Not applicable

Applies as a rule
only to an oper-
ator of an elec-
tronic system in
relation to
lending

Applies as a rule
only to an oper-
ator of an elec-
tronic system in
relation to
lending

Not applicable

Guidance - except
reference to SYSC
4.1.9R which does
not apply to
these firms

Guidance
Guidance
Guidance
Guidance

Guidance
Guidance
Not applicable
Not applicable
Not applicable

Not applicable
Not applicable
[deleted]

Rule

Guidance but ap-
plies as a rule to

an operator of an
electronic system
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in relation to
lending

SYSC 4.3.2AG Not applicable Not applicable Not applicable Guidance (but
not applicable to
an operator of an
electronic system
in relation to
lending)

SYSC4.3.3G Guidance Guidance Not applicable Guidance

SYSC4.3A.-1R [deleted] [deleted] [deleted] [deleted]

SYSC4.3A.1R Rule Rule for a UCITS Not applicable Not licabl

investment firm ot applicable

SYSC 4.3A.1AR Rule Rule for a UCITS Not applicable Not applicable

investment firm

SYSC4.3A.2R Rule for a UCITS . .

Rule I - Not applicable Not applicable

SYSC4.3A.2AG Guidance Guidance for a Not applicable Not applicable

UCITS investment
firm

SYSC 4.3A.3R Rule Rule for a UCITS Not applicable Not applicable

investment firm

SYSC 4.3A.3AG Guidance Guidance for a Not applicable Not applicable

UCITS investment
firm

SYSC4.3A.4R Rule Rule for a UCITS Not applicable Not applicable

investment firm

SYSC4.3A.5R Rule Rule for a UCITS Not applicable Not applicable

investment firm

SYSC4.3A.6R Rule Rule for a UCITS Not applicable Not applicable

investment firm

SYSC4.3A.7R Rule Rule for a UCITS Not applicable Not applicable

investment firm

SYSC4.3A.7AR Rule (except for a Not applicable Not applicable Not applicable

MIFIDPRU in-
vestment firm)
SYSC4.3A.7BG Guidance for a MI- Guidance for a Not applicable Not applicable

FIDPRU invest-
ment firm

UCITS investment
firm
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SYSC 4.3A.8R Rule (except for a  Not applicable Not applicable Not applicable
MIFIDPRU in-
vestment firm)
SYSC4.3A.9R Rule Rule for a UCITS Not applicable Not applicable
investment firm
SYSC4.3A.10R Rule Rule for a UCITS Not applicable Not applicable
investment firm
SYSC4.3A.11R Rule applicable to  Not applicable Not applicable Not applicable
CRR firms
SYSC4.4.1R [deleted] [deleted] [deleted] [deleted]
SYSC 4.4.1AR Not applicable Not applicable Not applicable As specified in
SYSC4.4.1AR
SYSC 4.4.2G Not applicable Not applicable Not applicable Guidance only ap-
plying to the
firms specified in
SYSC4.4.1AR
SYSC4.4.3R Not applicable Not applicable Not applicable Rule only apply-

ing to the firms
specified in SYSC
441AR

SYSC 4.4.4G Not applicable Not applicable Not applicable Guidance only ap-
plying to the
firms specified in
SYSC4.4.1AR

SYSC 4.4.5R Not applicable Not applicable Not applicable Rule only apply-
ing to the firms
specified in SYSC
441AR

SYSC 4.4.6G Not applicable Not applicable Not applicable Guidance only ap-
plying to the
firms specified in
SYSC4.4.1AR
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SYSC5.1.-2G Guidance Not applicable Not applicable Not applicable

save in relation to

a UCITS invest-

ment firm and its

MIFID business
SYSC5.1.-1G Not applicable Not applicable Not applicable Not applicable
SYSC5.1.1R Not applicable Rule Not applicable Rule
SYSC5.1.2G Guidance Guidance Guidance Guidance
SYSC5.1.3G Guidance Guidance Not applicable Guidance
SYSC5.1.3AG Guidance Guidance Guidance Guidance
SYSC5.1.4G Guidance Guidance Guidance Guidance
SYSC5.1.4AG Guidance Guidance Guidance Guidance

Guidance Guidance Guidance Guidance

SYSC5.1.5AG Guidance Guidance Guidance Guidance
SYSC5.1.5AAR Rule Not applicable Not applicable

save in relation to Not applicable

a UCITS invest-

ment firm and its

MIFID business
SYSC5.1.5ABR Rule Not applicable Not applicable

save in relation to Not applicable

a UCITS invest-

ment firm and its

MIFID business
SYSC5.1.5ACG Guidance Not applicable Not applicable

save in relation to Not applicable

a UCITS invest-

ment firm and its

MIFID business
SYSC5.1.5ADG [deleted]
SYSC5.1.5AEG [deleted]
SYSC5.1.5BR Rule Rule Rule Rule
SYSC5.1.6R Not applicable Rule Guidance Guidance
SYSC5.1.7R Rule Rule for a UCITS Guidance Guidance

investment firm;

otherwise

guidance
SYSC5.1.7AG Not applicable Not applicable to  Guidance Guidance
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purpose

Provision
SYSC 5

COLUMN A

Application to a
common platform
firm other than to
a UCITS invest-
ment firm

COLUMN A+

Application to a
UCITS manage-
ment company

COLUMN A++

Application to a
full-scope UK
AIFM of an au-
thorised AIF

COLUMN B

Application to all
other firms apart
from insurers, UK
ISPVs, managing
agents, the Soci-
ety, full-scope UK
AIFMs of unau-
thorised AlFs, Mi-
FID optional ex-
emption firms
and third country
firms

Provision
SYSC 6

COLUMN A

Application to a
common platform
firm other than to
a UCITS invest-
ment firm

COLUMN A+

Application to a
UCITS manage-
ment company

COLUMN A++

Application to a
full-scope UK
AIFM of an au-
thorised AIF

COLUMN B

Application to all
other firms apart
from insurers, UK
ISPVs, managing
agents, the Soci-
ety, full-scope UK
AIFMs of unau-
thorised AlFs, Mi-
FID optional ex-
emption firms
and third country
firms
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purpose

and procedures
for countering
the risk that the
firm (including its
managers and em-
ployees) might be
used to further
financial crime

SYSC6.1.1AG Guidance Guidance Guidance Guidance

SYSC6.1.2R Not applicable Rule Not applicable Guidance, but ap-
plies as a rule to
an operator of an
electronic system
in relation to
lending

SYSC6.1.2AG Not applicable Not applicable Not applicable Guidance, but ap-
plies as a rule to
an operator of an
electronic system
in relation to
lending

SYSC6.1.3R Not applicable Rule Not applicable Guidance, but ap-
plies as a rule to
an operator of an
electronic system
in relation to
lending.

For firms other
than an operator
of an electronic
system in relation
to lending, this
provision shall be
read with the fol-
lowing additional
sentence at the
start. "Depending
on the nature,
scale and com-
plexity of its busi-
ness, it may be ap-
propriate for a
firm to have a sep-
arate compliance
function. Where a
firm has a separ-
ate compliance
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purpose

Annex 1

SYSC6.1.3AG

SYSC6.1.4R

SYSC6.1.4-AG
SYSC6.1.4AR

SYSC6.1.4BG
SYSC6.1.4-CG

Not applicable

Not applicable

Guidance
Not applicable

Not applicable

Guidance applies
to relevant au-
thorised persons
only

Not applicable

Rule

Not applicable
Not applicable

Not applicable
Not applicable

Not applicable

Not applicable

Rule
Not applicable

Guidance
Not applicable

function, the firm
should also take
into account SYSC
6.1.3R and SYSC
6.1.4R as
guidance."

Guidance, but
does not apply to
an operator of an
electronic system
in relation to
lending

(1), 3) and (4):
Guidance;

(2):

- Rule for firms
which carry on
designated in-
vestment business
with or for retail
clients or profes-
sional clients.

- Guidance for all
other firms.

Applies as a rule
to an operator of
an electronic sys-
tem in relation to
lending.

Guidance

Rule for firms
which carry on
designated in-
vestment business
with or for retail
clients or profes-
sional clients.

Not applicable
Not applicable
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SYSC 1 : Application and

purpose

Annex 1

SYSC6.1.4CR

SYSC6.1.5R

SYSC6.1.6G

SYSC6.1.7R

SYSC6.1.8G

SYSC6.2.1R

SYSC6.2.1AG

SYSC6.2.1BG

Not applicable

Not applicable

Not applicable

Rule

Not applicable

Not applicable

Not applicable

Guidance applies
to relevant au-
thorised persons
only

Not applicable

Rule

Not applicable

Rule for a UCITS
investment firm;
otherwise not ap-
plicable

Not applicable

Rule

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

As specified in
SYSC6.1.4CR.

- Guidance, but
applies as a rule
to an operator of
an electronic sys-
tem in relation to
lending

- "investment ser-
vices and
activities" shall be
read as "financial
services and
activities"

Guidance, but
does not apply to
an operator of an
electronic system
in relation to
lending

Guidance

Only applies to an
operator of an
electronic system
in relation to
lending

Guidance, but ap-
plies as a rule to
an operator of an
electronic system
in relation to
lending

Guidance, but
does not apply to
an operator of an
electronic system
in relation to
lending

Not applicable
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purpose

Annex 1

SYSC6.2.2G Guidance
SYSC6.3.1R Rule
SYSC6.3.2G Guidance

Guidance
Rule

Guidance

Not applicable
Rule

Guidance

Guidance
Rule

For firms carrying
on a credit-re-
lated regulated
activity or regu-
lated claims man-
agement activity,
or operating an
electronic system
in relation to lend-
ing, applies only
where the Money
Laundering Re-
gulations apply to
the firm. Rule
does not apply to
a firm for which a
professional body
listed in Schedule
1 to the Money
Laundering Re-
gulations, and not
the FCA, acts as
the supervisory
authority for the
purposes of those
regulations.(FCA
Handbook only)

Guidance

For firms carrying
on a credit-re-
lated regulated
activity or regu-
lated claims man-
agement activity,
or operating an
electronic system
in relation to lend-
ing, applies only
where the Money
Laundering Re-
gulations apply to
the firm. Guid-
ance does not ap-
ply to a firm for
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purpose

which a profes-
sional body listed
in Schedule 1 to
the Money Laun-
dering Regula-
tions, and not the
FCA, acts as the
supervisory au-
thority for the
purposes of those
regulations.(FCA
Handbook only)

SYSC6.3.3R Rule Rule Rule Rule

For firms carrying
on a credit-re-
lated regulated
activity or regu-
lated claims man-
agement activity,
or operating an
electronic system
in relation to lend-
ing, applies only
where the Money
Laundering Re-
gulations apply to
the firm. Rule
does not apply to
a firm for which a
professional body
listed in Schedule
1 to the Money
Laundering Re-
gulations, and not
the FCA, acts as
the supervisory
authority for the
purposes of those
regulations.(FCA
Handbook only)

SYSC6.3.4G Guidance Guidance Guidance Guidance

For firms carrying
on a credit-re-
lated regulated
activity or regu-
lated claims man
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agement activity,
or operating an
electronic system
in relation to lend-
ing, applies only
where the Money
Laundering Re-
gulations apply to
the firm. Guid-
ance does not ap-
ply to a firm for
which a profes-
sional body listed
in Schedule 1 to
the Money Laun-
dering Regula-
tions, and not the
FCA, acts as the
supervisory au-
thority for the
purposes of those
regulations. (FCA
Handbook only)

SYSC6.3.5G Guidance Guidance Guidance Guidance

For firms carrying
on a credit-re-
lated regulated
activity or regu-
lated claims man-
agement activity,
or operating an
electronic system
in relation to lend-
ing, applies only
where the Money
Laundering Re-
gulations apply to
the firm. Guid-
ance does not ap-
ply to a firm for
which a profes-
sional body listed
in Schedule 1 to
the Money Laun-
dering Regula-
tions, and not the
FCA, acts as the
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purpose

supervisory au-
thority for the
purposes of those
regulations. (FCA
Handbook only)

SYSC6.3.6G Guidance Guidance Guidance Guidance

For firms carrying
on a credit-re-
lated regulated
activity or regu-
lated claims man-
agement activity,
or operating an
electronic system
in relation to lend-
ing, applies only
where the Money
Laundering Re-
gulations apply to
the firm. Guid-
ance does not ap-
ply to a firm for
which a profes-
sional body listed
in Schedule 1 to
the Money Laun-
dering Regula-
tions, and not the
FCA, acts as the
supervisory au-
thority for the
purposes of those
regulations. (FCA
Handbook only)

SYSC6.3.7G Guidance Guidance Guidance Guidance

For firms carrying
on a credit-re-
lated regulated
activity or regu-
lated claims man-
agement activity,
or operating an
electronic system
in relation to lend-
ing, applies only
where the Money
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Laundering Regu-
lations apply to
the firm. Guid-
ance does not ap-
ply to a firm for
which a profes-
sional body listed
in Schedule 1 to
the Money Laun-
dering Regula-
tions, and not the
FCA, acts as the
supervisory au-
thority for the
purposes of those
regulations. (FCA
Handbook only)

SYSC 6.3.8R Rule Rule Rule Rule

For firms carrying
on a credit-re-
lated regulated
activity or regu-
lated claims man-
agement activity,
or operating an
electronic system
in relation to lend-
ing, applies only
where the Money
Laundering Re-
gulations apply to
the firm. Rule
does not apply to
a firm with a lim-
ited permission
for entering into
a regulated credit
agreement as
lender. Rule does
not apply to a
firm for which a
professional body
listed in Schedule
1 to the Money
Laundering Re-
gulations, and not
the FCA, acts as
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the supervisory
authority for the
purposes of those
regulations. (FCA
Handbook only)

SYSC 6.3.9R Rule Rule Rule Rule

For firms carrying
on a credit-re-
lated regulated
activity or regu-
lated claims man-
agement activity,
or operating an
electronic system
in relation to lend-
ing, applies only
where the Money
Laundering Re-
gulations apply to
the firm. Rule
does not apply to
a firm with a lim-
ited permission
for entering into
a regulated credit
agreement as
lender. Rule does
not apply to a
firm for which a
professional body
listed in Schedule
1 to the Money
Laundering Re-
gulations, and not
the FCA, acts as
the supervisory
authority for the
purposes of those
regulations. (FCA
Handbook only)

SYSC6.3.10G Guidance Guidance Guidance Guidance

For firms carrying
on a credit-re-
lated regulated
activity or regu-
lated claims man
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agement activity,
or operating an
electronic system
in relation to lend-
ing, applies only
where the Money
Laundering Re-
gulations apply to
the firm. Guid-
ance does not ap-
ply to a firm for
which a profes-
sional body listed
in Schedule 1 to
the Money Laun-
dering Regula-
tions, and not the
FCA, acts as the
supervisory au-
thority for the
purposes of those
regulations. (FCA
Handbook only)

SYSC6.3.11G Guidance Guidance Guidance Guidance

For firms carrying
on a credit-re-
lated regulated
activity or regu-
lated claims man-
agement activity,
or operating an
electronic system
in relation to lend-
ing, applies only
where the Money
Laundering Re-
gulations apply to
the firm.Guidance
does not apply to
a firm for which a
professional body
listed in Schedule
1 to the Money
Laundering Re-
gulations, and not
the FCA, acts as
the supervisory
authority for the
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COLUMN B

Application to all
other firms apart
from insurers, UK
ISPVs, managing
agents, the Soci-
COLUMN A ety, full-scope UK

AIFMs of unau-
S COLUMN A++ g :
Application to a COLUMN A+ thorised AlFs, Mi-

common platform Application to a FID optional ex-
firm other than to Application to a full-scope UK emption firms

a UCITS invest- UCITS manage- AIFM of an au- and third country
SYSC 6 ment firm ment company thorised AIF firms

Provision

COLUMN B

Application to all
other firms apart
from insurers, UK
ISPVs, managing
agents, the Soci-
COLUMN A ety, full-scope UK

AIFMs of unau-
S COLUMN A++ g :
Application to a COLUMN A+ thorised AlFs, Mi-

common platform Application to a FID optional ex-
firm other than to Application to a full-scope UK emption firms

a UCITS invest- UCITS manage- AIFM of an au- and third country
SYSC 7 ment firm ment company thorised AIF firms

Provision
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purpose
SYSC7.1.4R Rule Rule for a UCITS Not applicable Guidance, but ap-
investment firm; plies as a rule to
otherwise an operator of an
guidance electronic system
in relation to
lending
SYSC7.1.4AG Guidance for a MI- Guidance for a Not applicable Guidance
FIDPRU invest- UCITS investment
ment firm firm
SYSC7.1.4BG Not applicable Rule for a UCITS Not applicable Guidance
investment firm;
otherwise
guidance
SYSC7.1.5R Not applicable Rule for a UCITS Not applicable Guidance, but ap-
investment firm in plies as a rule to
relation to its an operator of an
non-MiFID busi- electronic system
ness; otherwise in relation to
guidance lending
SYSC7.1.6R Not applicable Rule for a UCITS Not applicable Guidance, but ap-
investment firm in plies as a rule to
relation to its an operator of an
non-MiFID busi- electronic system
ness; otherwise in relation to
guidance lending
SYSC7.1.7R Not applicable Rule for a UCITS Not applicable Guidance, but ap-
investment firm in plies as a rule to
relation to its an operator of an
non-MiFID busi- electronic system
ness; otherwise in relation to
guidance lending
SYSC7.1.7AG Not applicable Rule for a UCITS Not applicable Guidance, but
investment firm; does not apply to
otherwise an operator of an
guidance electronic system
in relation to
lending
SYSC7.1.7BG Guidance applic- Not applicable Guidance Guidance
able to a CRR firm
SYSC7.1.7BAG Not applicable Not applicable Guidance Not applicable
SYSC7.1.7BBG [deleted] [deleted] [deleted] [deleted]
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purpose

Annex 1

SYSC7.1.7BDG

SYSC7.1.7CG
SYSC7.1.8G
SYSC7.1.9R
SYSC7.1.10R
SYSC7.1.11R
SYSC7.1.12G
SYSC7.1.13R -
7.1.16R
SYSC7.1.16AG
SYSC7.1.16BG
SYSC7.1.16CR
SYSC7.1.17R

SYSC7.1.18R

SYSC7.1.18AAG

SYSC7.1.18BR

SYSC7.1.19R

SYSC7.1.20R

SYSC7.1.21R

SYSC7.1.22R

SYSC7.1.23G

Guidance applies
only to a MIFID-

PRU investment

firm

Guidance
Guidance
[deleted]
[deleted]
[deleted]
[deleted]
[deleted]

[deleted]
[deleted]
[deleted]

Rule applies to a
CRR firm

Rule applies to a
CRR firm

Guidance applies
to a CRR firm

Rule applies to a
CRR firm

Rule applies to a
CRR firm

Rule applies to a
CRR firm

Rule applies to a
CRR firm

Rule applies to a
CRR firm

Guidance applies

to UK relevant au-

thorised persons
and third country
relevant au-
thorised persons
only

Guidance applies
only to a UCITS in-
vestment firm

Guidance
Guidance
[deleted]
[deleted]
[deleted]
[deleted]
[deleted]

[deleted]
[deleted]
[deleted]
Not applicable

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

Not applicable

Not applicable

Guidance
Guidance
[deleted]
[deleted]
[deleted]
[deleted]
[deleted]

[deleted]
[deleted]
[deleted]
Not applicable

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

Not applicable

Not applicable

Guidance
Guidance
[deleted]
[deleted]
[deleted]
[deleted]
[deleted]

[deleted]
[deleted]
[deleted]
Not applicable

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

Not applicable
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Annex 1

SYSC8.1.-2G

SYSC8.1.-1G
SYSC8.1.1R

SYSC8.1.1AG

SYSC8.1.2G
SYSC8.1.3G
SYSC8.1.4R

SYSC8.1.5R

SYSC8.1.5AG

SYSC8.1.6R

SYSC8.1.6AG

SYSC8.1.7R

Guidance

Not applicable
Rule

Not applicable

Guidance
Guidance
Not applicable

Not applicable

Not applicable

Not applicable

Guidance for a

UCITS investment
firm in relation to
its MiFID business

Not applicable

Not applicable
save in relation to
a UCITS invest-
ment firm and its
MIFID business

Not applicable

Rule for a UCITS
investment firm;
otherwise
guidance

Not applicable to
a UCITS invest-
ment firm; other-
wise guidance

Guidance
Guidance

Rule for a UCITS
investment firm;
otherwise
guidance

Rule for a UCITS
investment firm;
otherwise
guidance

Rule for a UCITS
investment firm;
otherwise
guidance

Rule for a UCITS
investment firm in
relation to its
non-MiFID busi-
ness; otherwise
guidance

Not applicable

Rule for a UCITS
investment firm in
relation to its
non-MiFID busi-
ness; otherwise
guidance

Not applicable

Not applicable
Not applicable

Not applicable

Not applicable
Not applicable
Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable
Guidance

Guidance

Guidance
Guidance
Guidance

Guidance

Guidance

Rule

Not applicable

Guidance
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Annex 1

SYSC8.1.8R

SYSC8.1.9R

SYSC8.1.10R

SYSC8.1.11R

SYSC8.1.11AG

SYSC8.1.12G
SYSC8.1.13R
SYSC8.1.14G
SYSC8.2
SYSC8.3

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Guidance
Not applicable
Not applicable
[deleted]
[deleted]

Rule for a UCITS
investment firm in
relation to its
non-MiFID busi-
ness; otherwise
guidance

Rule for a UCITS
investment firm in
relation to its
non-MiFID busi-
ness; otherwise
guidance

Rule for a UCITS
investment firm in
relation to its
non-MiFID busi-
ness; otherwise
guidance

Rule for a UCITS
investment firm in
relation to its
non-MiFID busi-
ness; otherwise
guidance

Not applicable to
a UCITS invest-
ment firm; other-
wise guidance

Guidance
Rule

Guidance
[deleted]
[deleted]

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable

Not applicable
Not applicable
Not applicable
[deleted]
[deleted]

Guidance

Guidance

Guidance

Guidance

Guidance

Guidance
Not applicable
Not applicable
[deleted]
[deleted]
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Annex 1

SYSC9.1.-2G Guidance

SYSC9.1.-1G Not applicable

SYSC9.1.1R Not applicable

SYSC9.1.1AR Rule

SYSC9.1.2R Rule applies only
in relation to Mi-
FID business

SYSC9.1.2AR Rule

SYSC9.1.2BG Guidance

SYSC9.1.2CUK Applicable to a

firm carrying on
insurance distri-
bution in relation
to insurance-
based investment

products
SYSC9.1.2DR Rule
SYSC9.1.3R [deleted]
SYSC9.1.4G Guidance
SYSC9.1.5G Guidance
SYSC9.1.6G Guidance
SYSC9.1.6A Guidance

[deleted]

Not applicable
save in relation to
a UCITS invest-
ment firm and its
MIFID business

Not applicable
Rule

Not applicable

Rule applies only
in relation to Mi-
FID business of a
UCITS investment
firm

Rule

Guidance
Applicable to a
firm carrying on
insurance distri-
bution in relation
to insurance-

based investment
products

Rule

[deleted]
Guidance
Guidance
Guidance
Guidance
[deleted]

Not applicable

Not applicable

Rule but only for
the requirement

to arrange for or-

derly records to

be kept of its busi-

ness and internal
organisation
which do not re-
late to portfolio
transactions and
subscription and
redemptions
orders

Not applicable

Rule but only for
records specified
by the modified
application of
SYSC9.1.1R

Rule
Guidance

Applicable to a
firm carrying on
insurance distri-
bution in relation
to insurance-
based investment
products

Rule

[deleted]
Guidance

Not applicable
Not applicable
Guidance
[deleted]

Not applicable

Not applicable
Rule

Not applicable
Not applicable

Rule
Guidance

Applicable to a
firm carrying on
insurance distri-
bution in relation
to insurance-
based investment
products

Rule

[deleted]
Guidance
Guidance
Guidance
Guidance
[deleted]
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purpose
SYSC9.2G Not applicable Not applicable Not applicable Applicable to
credit institutions
only
Not applicable Not applicable Not applicable Guidance in rela-
PSSR Se tion to funeral
plan distribution
SYSC 10.1.-4G Guidance in rela- Guidance in rela- Guidance in rela-  Guidance in rela-
tion to insurance tion to insurance tion to insurance tion to insurance
distribution ac- distribution ac- distribution ac- distribution ac-
tivities tivities tivities tivities
SYSC 10.1.-3R Rule in relation to Rule in relation to Rule in relation to Rule in relation to
insurance distri- insurance distri- insurance distri- insurance distri-
bution activities bution activities bution activities bution activities
SYSC 10.1.-2G Guidance Guidance in rela-  Not applicable Not applicable
tion to relation to
a UCITS invest-
ment firm in rela-
tion to its MiFID
business; other-
wise not ap-
plicable
SYSC 10.1.-1G Not applicable Not applicable Not applicable Not applicable
SYSC 10.1.1R Rule Rule Not applicable Rule
SYSC 10.1.1AR Not applicable Not applicable Rule Not applicable
SYSC 10.1.2G Guidance Guidance Guidance in rela-  Guidance

tion to insurance
distribution ac-
tivities. Other-
wise, not ap-
plicable
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purpose
SYSC 10.1.3R Rule Rule Rule in relation to Rule
insurance distri-
bution activities.
Otherwise not ap-
plicable
SYSC 10.1.4R Not applicable Rule, but not ap-  Not applicable Guidance - but ap-

SYSC 10.1.4AG

SYSC 10.1.4BR

SYSC 10.1.4CR

SYSC 10.1.5G
SYSC10.1.6R

Not applicable

Not applicable

Not applicable

Guidance
Not applicable

plicable in rela-
tion to insurance
distribution ac-
tivities

Not applicable

Rule in relation to
insurance distri-
bution activities

Rule in relation to
insurance distri-
bution activities

Guidance
Rule

Not applicable

Rule in relation to
insurance distri-
bution activities

Rule in relation to
insurance distri-
bution activities

Not applicable

Rule in relation to
insurance distri-
bution activities.

plies as a rule in
relation to the
production or ar-
rangement of in-
vestment re-
search, or the pro-
duction or dissem-
ination of non-
independent re-
search, in accord-
ance with COBS
12.2

Not applicable in
relation to insur-
ance distribution
activitiesor fu-
neral plan dis-
tribution

Guidance -but not
applicable in rela-
tion to insurance
distribution ac-
tivitiesor funeral
plan distribution

Rule in relation to
insurance distri-
bution activit-
iesand funeral
plan distribution

Rule in relation to
insurance distri-
bution activities
and funeral plan
distribution

Guidance

Guidance - but ap-
plies as a rule: (a)
in relation to the
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Annex 1

SYSC 10.1.6AG

SYSC 10.1.6AAR

SYSC 10.1.6BG
SYSC 10.1.7R

SYSC10.1.7AR
SYSC 10.1.8R

SYSC 10.1.9G
SYSC 10.1.9AR

Not applicable

Not applicable

Not applicable
Rule

Rule

Rule in relation to
insurance distri-
bution activities.
Otherwise, not ap-
plicable

Not applicable
Not applicable

Not applicable

Rule in relation to
insurance dis-
tribution activities

Guidance
Rule

Rule
Rule

Guidance

Rule in relation to
insurance distri-
bution activities.

Otherwise, not ap-
plicable

Guidance - but
not applicable in
relation to insur-
ance distribution
activities

Rule in relation to
insurance dis-
tribution activities

Guidance

Rule in relation to
insurance distri-
bution activities.
Otherwise not ap-
plicable

Rule

Rule in relation to
insurance distri-
bution activities.
Otherwise, not ap-
plicable

Not applicable

Rule in relation to
insurance distri-
bution activities.

production or ar-
rangement of in-
vestment re-
search, or the pro-
duction or dissem-
ination of non-
independent re-
search, in accord-
ance with COBS
12.2; and (b) in re-
lation to insur-
ance distribution
activitiesand fu-
neral plan dis-
tribution

Guidance - but
not applicable in
relation to insur-
ance distribution
activitiesor fu-
neral plan dis-
tribution

Rule in relation to
insurance dis-
tribution activit-
iesand funeral
plan distribution

Guidance
Rule

Rule
Rule

Guidance

Guidance - but ap-
plies as a rule in
relation to insur-
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Annex 1

Otherwise, not ap-

plicable
SYSC 10.1.10R Not applicable Rule
SYSC 10.1.11R Not applicable Rule

SYSC 10.1.11AG Not applicable Not applicable

Otherwise, not ap-
plicable

Rule in relation to
insurance dis-
tribution activit-
ies. Otherwise,
not applicable

Rule in relation to
insurance dis-
tribution activit-
ies. Otherwise,
not applicable

Guidance - but
not applicable in
relation to insur-
ance distribution
activities

ance distribution
activities and fu-
neral plan dis-
tribution

Guidance - but ap-
plies as a rule: (a)
in relation to the
production or ar-
rangement of in-
vestment re-
search, or the pro-
duction or dissem-
ination of non-
independent re-
search, in accord-
ance with COBS
12.2; and (b) in re-
lation to insur-
ance distribution
activities and fu-
neral plan dis-
tribution

Guidance - but ap-
plies as a rule: (a)
in relation to the
production or ar-
rangement of in-
vestment re-
search, or the pro-
duction or dissem-
ination of non-
independent re-
search, in accord-
ance with COBS
12.2; and (b) in re-
lation to insur-
ance distribution
activities and fu-
neral plan dis-
tribution

Guidance - but
not applicable in
relation to insur-
ance distribution
activities or fu-
neral plan dis-
tribution
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SYSC 1 : Application and
purpose

SYSC 10.1.11AAR Not applicable Rule in relation to Rule in relation to Rule in relation to

SYSC10.1.11ABR

SYSC10.1.11BG
SYSC10.1.12G

SYSC 10.1.13-
10.1.15G

SYSC10.1.16R
SYSC10.1.17R
SYSC 10.1.18G
[FCA]

SYSC10.1.19R
SYSC 10.1.20R
SYSC10.1.21R
SYSC10.1.22R

SYSC 10.1.23R to
SYSC 10.1.26R

SYSC10.1A

SYSC 10.2.1R
SYSC 10.2.2R
SYSC10.2.3G
SYSC 10.2.4R
SYSC 10.2.5G

Rule in relation to
insurance dis-
tribution activities

Not applicable
Guidance
[deleted]

Not applicable
Not applicable
Not applicable

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

UK

Applicable to a
firm carrying on
insurance dis-
tribution in rela-
tion to insurance-
based investment
products

Rule
Rule
Guidance
Rule
Guidance

insurance dis-
tribution activities

Not applicable

Guidance
Guidance
[deleted]

Not applicable
Rule
Guidance

Rule
Rule
Rule
Rule
Not applicable

UK

Applicable to a
firm carrying on
insurance distri-
bution in relation
to insurance-
based investment
products

Rule
Rule
Guidance
Rule
Guidance

insurance dis-
tribution activities

Not applicable

Guidance
Guidance
[deleted]

Not applicable
Not applicable
Not applicable

Not applicable
Not applicable
Not applicable
Rule
Rule

UK

Applicable to a
firm carrying on
insurance distri-
bution in relation
to insurance-
based investment
products

Rule
Rule
Guidance
Rule
Guidance

insurance dis-
tribution activities
and funeral plan
distribution

Not applicable

Guidance
Guidance
[deleted]

Rule
Not applicable
Not applicable

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

UK

Applicable to a
firm carrying on
insurance distri-
bution in relation
to insurance-
based investment
products

Rule
Rule
Guidance
Rule
Guidance

Table B: Application of the common platform requirements in SYSC 4 to 10 to MiFID optional exemption
firms and third country firms
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purpose

SYSC4.1.-2G Not applicable Not applicable
SYSC4.1.-1G Guidance Guidance
SYSC4.1.1R Rule Rule
SYSC4.1.1AR Not applicable Not applicable
SYSC4.1.1BR Not applicable Not applicable
SYSC4.1.1DR Not applicable Not applicable
SYSC4.1.1ER Not applicable Not applicable
SYSC4.1.1FG Not applicable Not applicable
SYSC4.1.2R Rule Guidance
SYSC4.1.2AG Not applicable Not applicable
SYSC4.1.2BR Not applicable Not applicable
SYSC4.1.2CR Not applicable Not applicable
SYSC4.1.2DR Not applicable Not applicable
SYSC 4.1.4R Not applicable Not applicable
SYSC 4.1.4AG Not applicable Not applicable
SYSC4.1.5R Not applicable Not applicable
SYSC4.1.6R Rule Guidance
SYSC4.1.7R Rule Guidance

SYSC 4.1.7AG Not applicable Not applicable
SYSC4.1.8G Guidance Guidance

SYSC 4.1.8AR Rule Rule

SYSC 4.1.8CG Guidance Guidance

SYSC 4.1.8DG Guidance Guidance

SYSC 4.1.8DAG Guidance Guidance

SYSC 4.1.8DBR Rule Rule
SYSC4.1.8DCR Rule Rule
SYSC4.1.8DDR Rule Rule

SYSC4.1.9R Not applicable Not applicable
SYSC4.1.10R Not applicable Not applicable
SYSC4.1.10AG Not applicable Not applicable
SYSC4.1.11G Guidance Guidance
SYSC4.1.13G Guidance Guidance
SYSC4.1.14G Guidance Guidance
SYSC4.2.1R Rule Rule

SYSC 4.2.1AG Not applicable Not applicable
SYSC4.2.2R Rule Rule
SYSC4.2.3G - 4.2.5G Guidance Guidance
SYSC4.2.6R Rule Rule
SYSC4.2.7R Not applicable Not applicable
SYSC 4.2.8G Not applicable Not applicable
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SYSC4.3A.11R
SYSC4.4.1AR
SYSC4.4.2G
SYSC4.4.3R
SYSC4.4.5R
SYSC4.4.6G

Not applicable

As specified in SYSC4.4.1AR
As specified in SYSC4.4.1AR
As specified in SYSC4.4.1AR
As specified in SYSC4.4.1AR
As specified in SYSC4.4.1AR

Not applicable

As specified in SYSC4.4.1AR
As specified in SYSC4.4.1AR
As specified in SYSC4.4.1AR
As specified in SYSC4.4.1AR
As specified in SYSC4.4.1AR

SYSC 1 : Application and Annex 1

purpose
SYSC4.3.1R Not applicable Not applicable
SYSC4.3.2R Not applicable Not applicable
SYSC4.3.2AG Not applicable Not applicable
SYSC4.3.3G Guidance Guidance
SYSC4.3A.1AR Rule Not applicable
SYSC4.3A.2R Rule Not applicable
SYSC 4.3A.2AG Guidance Not applicable
SYSC4.3A.3R Rule Not applicable
SYSC4.3A.3AG Guidance Not applicable
SYSC4.3A.4R Rule Not applicable
SYSC4.3A.5R Rule Not applicable
SYSC4.3A.6R Rule Not applicable
SYSC4.3A.7R Rule Not applicable
SYSC4.3A.8R Rule Not applicable
SYSC4.3A.9R Rule Not applicable
SYSC4.3A.10R Rule Not applicable

Note = SYSC4.1.8AR to SYSC4.1.8DDR apply as a rule or guidance, as indicated above, only to an oper-
ator of an electronic system in relation to lending.

SYSC5.1.-2G
SYSC5.1.-1G
SYSC5.1.1R
SYSC5.1.2G
SYSC5.1.3G
SYSC5.1.4G
SYSC5.1.4AG
SYSC5.1.5G
SYSC5.1.5AAR
SYSC5.1.5ABR
SYSC5.1.5ACG
SYSC5.1.5ADG
SYSC5.1.5AEG

Not applicable
Guidance
Not applicable
Guidance
Guidance
Guidance
Guidance
Guidance
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

Not applicable
Guidance

Not applicable
Guidance
Guidance
Guidance
Guidance
Guidance

Rule

Rule

Guidance
Guidance
Guidance

SYSC 1 Annex 1/42

www.handbook.fca.org.uk

B Release 34 @ Mar 2024



SYSC 1 : Application and Annex 1
purpose

SYSC5.1.5AG Guidance Guidance
SYSC5.1.6R Not applicable Not applicable
SYSC5.1.7R Rule Rule
SYSC5.1.7AG Not applicable Not applicable
SYSC5.1.8G Guidance Guidance
SYSC5.1.9G Guidance Guidance
SYSC5.1.10G Guidance Guidance
SYSC5.1.11G Guidance Guidance
SYSC5.1.12R Not applicable Not applicable
SYSC5.1.12AG Not applicable Not applicable
SYSC5.1.13R Not applicable Not applicable
SYSC5.1.14R Not applicable Not applicable
SYSC5.1.15G Not applicable Not applicable
SYSC6.1.-2G Not applicable Not applicable
SYSC6.1.-1G Guidance Guidance
SYSC6.1.1R Rule Rule
SYSC6.1.1AG Guidance Guidance
SYSC6.1.2R Not applicable Not applicable
SYSC6.1.2AG Not applicable Not applicable
SYSC6.1.3R Not applicable Not applicable
SYSC6.1.3AG Not applicable Not applicable
SYSC6.1.4R Not applicable Not applicable
SYSC6.1.4-AG Guidance Guidance
SYSC6.1.4AR Not applicable Not applicable
SYSC6.1.4-BG Not applicable Not applicable
SYSC6.1.4CR SYSC 6.1.4CR(3) applies as speci- SYSC 6.1.4CR(3) applies as speci-
fied in SYSC6.1.4CR fied in SYSC6.1.4CR
Otherwise not applicable Otherwise not applicable
SYSC6.1.4-CG Not applicable Guidance for a third country rel-
evant authorised person
SYSC6.1.5R Not applicable Not applicable
SYSC6.1.6G Not applicable Not applicable
SYSC6.1.7R Not applicable Not applicable
SYSC6.2.1R Not applicable Not applicable
SYSC6.2.1AG Not applicable Not applicable
SYSC6.2.1BG Not applicable Guidance for a third country rel-
evant authorised person
SYSC6.2.2G Guidance Guidance
SYSC6.3.1R Rule Rule
SYSC6.3.2G Guidance Guidance
SYSC6.3.3R Rule Rule
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SYSC7.1.7BAG

SYSC7.1.7CG
SYSC7.1.8G

SYSC7.1.16AG
SYSC7.1.16BG

SYSC7.1.17R
SYSC7.1.18R
SYSC7.1.18AAG
SYSC7.1.18BR
SYSC7.1.19R
SYSC7.1.20R
SYSC7.1.21R
SYSC7.1.22R
SYSC7.1.23G

Not applicable

Guidance
Guidance

Not applicable
Not applicable

Guidance
Guidance
Guidance
Guidance
Guidance
Guidance
Guidance
Guidance
Not applicable

SYSC 1 : Application and Annex 1
purpose

SYSC6.3.4G Guidance Guidance
SYSC6.3.5G Guidance Guidance
SYSC6.3.6G Guidance Guidance
SYSC6.3.7G Guidance Guidance
SYSC6.3.8R Rule Rule
SYSC6.3.9R Rule Rule
SYSC6.3.10G Guidance Guidance
SYSC6.3.11G Guidance Guidance
SYSC7.1.-2G Not applicable Not applicable
SYSC7.1.-1G Guidance Guidance
SYSC7.1.1G Guidance Guidance
SYSC7.1.2R Not applicable Not applicable
SYSC7.1.2AG Not applicable Not applicable
SYSC7.1.2BG Not applicable Not applicable
SYSC7.1.3R Not applicable Not applicable
SYSC7.1.4R Rule Guidance
SYSC7.1.4AG Guidance Guidance
SYSC7.1.4BG Not applicable Not applicable
SYSC7.1.5R Not applicable Not applicable
SYSC7.1.6R Not applicable Not applicable
SYSC7.1.7R Not applicable Not applicable
SYSC7.1.7AG Not applicable Not applicable
SYSC7.1.7BG Not applicable Not applicable

Not applicable

Guidance
Guidance

Not applicable
Not applicable

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

Guidance for a third country rel-
evant authorised person
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SYSC8.1.-2G
SYSC8.1.-1G
SYSC8.1.1R
SYSC8.1.1AG
SYSC8.1.2G
SYSC8.1.3G
SYSC8.1.4R
SYSC8.1.5R
SYSC8.1.5AG
SYSC8.1.6R
SYSC8.1.6AG
SYSC8.1.7R
SYSC8.1.8R
SYSC8.1.9R
SYSC8.1.10R
SYSC8.1.11R
SYSC8.1.11AG
SYSC8.1.12G
SYSC8.1.13R
SYSC8.1.14G

SYSC9.1.-2G
SYSC9.1.-1G
SYSC9.1.1R
SYSC9.1.1AR
SYSC9.1.2R
SYSC9.1.2AR

SYSC9.1.2BG

SYSC9.1.2CUK

SYSC9.1.2DR

SYSC9.1.4G
SYSC9.1.5G
SYSC9.1.6G
SYSC9.1.6AG

Not applicable
Guidance

Rule

Not applicable
Guidance
Guidance

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

Not applicable
Guidance

Not applicable
Rule

Rule

Rule in relation to insurance dis-
tribution activities

Guidance in relation to insur-
ance distribution activities

UK

Applicable to a firm carrying on
insurance distribution in rela-
tion to insurance-based invest-
ment products

Rule in relation to insurance dis-
tribution activities

Guidance
Guidance
Guidance

Guidance in relation to insur-
ance distribution activities

Not applicable

Guidance

Guidance

Not applicable
Guidance

Guidance

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

Not applicable
Guidance

Not applicable
Rule

Not applicable

Rule in relation to insurance dis-
tribution activities

Guidance in relation to insur-
ance distribution activities

UK

Applicable to a firm carrying on
insurance distribution in rela-
tion to insurance-based invest-
ment products

Rule in relation to insurance dis-
tribution activities

Guidance
Guidance
Guidance

Guidance in relation to insur-
ance distribution activities
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SYSC 10.1.4AG
SYSC 10.1.4BR

SYSC10.1.4CR

SYSC 10.1.5G
SYSC10.1.6R

SYSC 10.1.6AG
SYSC 10.1.6AAR

SYSC 10.1.6BG
SYSC10.1.7R
SYSC10.1.7AR

SYSC10.1.8R

SYSC10.1.9G
SYSC 10.1.9AR

SYSC10.1.10R

Not applicable

Rule in relation to insurance dis-
tribution activities

Rule in relation to insurance dis-
tribution activities

Guidance
Rule

Not applicable

Rule in relation to insurance dis-
tribution activities

Not applicable
Rule

Rule in relation to insurance dis-
tribution activities

Rule

Guidance

Rule in relation to insurance dis-
tribution activities. Otherwise
not applicable

Rule

SYSC 1 : Application and Annex 1
purpose
SYSC 10.1.-4G Guidance in relation to insur- Guidance in relation to insur-
ance distribution activities ance distribution activities
SYSC 10.1.-3G Rule in relation to insurance dis- Rule in relation to insurance dis-
tribution activities tribution activities
SYSC 10.1.-2G Not applicable Not applicable
SYSC 10.1.-1G Guidance Guidance
SYSC 10.1.1R Rule Rule
SYSC 10.1.1AR Not applicable Not applicable
SYSC 10.1.2G Guidance Guidance
SYSC 10.1.3R Rule Rule
SYSC 10.1.4R Rule Guidance - but applies as a rule

in relation to the production or
arrangement of investment re-
search, or the production or dis-
semination of non-independent
research, in accordance with
COBS 12.2

Guidance

Rule in relation to insurance dis-
tribution activities

Rule in relation to insurance dis-
tribution activities

Guidance

Guidance — but applies as a rule
in relation to: (a) the production
or arrangement of investment
research, or the production or
dissemination of non-independ-
ent research, in accordance with
COBS 12.2; and (b) insurance dis-
tribution activities

Guidance

Rule in relation to insurance dis-
tribution activities

Guidance
Rule

Rule in relation to insurance dis-
tribution activities

Rule

Guidance

Rule in relation to insurance dis-
tribution activities. Otherwise
not applicable

Guidance — but applies as a rule
in relation to: (a) the production
or arrangement of investment
research, or the production or
dissemination of non-independ-
ent research, in accordance with
COBS 12.2; and (b) insurance dis-
tribution activities
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Annex 1

SYSC10.1.11R

SYSC10.1.11AG
SYSC10.1.11AAR

SYSC10.1.11ABR

SYSC10.1.11BG
SYSC10.1.12G
SYSC10.1.16R
SYSC10.1.17R
SYSC10.1.18G
SYSC10.1.19R
SYSC10.1.20R
SYSC10.1.21R
SYSC10.1.22R
SYSC10.1.23R
SYSC10.1.24R
SYSC 10.1.25R
SYSC10.1.26R
SYSC10.1.27G
SYSC10.1A

SYSC10.2.1R
SYSC 10.2.2R
SYSC 10.2.3G
SYSC 10.2.4R
SYSC 10.2.5G
Table C:

Rule

Not applicable

Rule in relation to insurance dis-
tribution activities

Rule in relation to insurance dis-
tribution activities

Not applicable
Guidance

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
UK

Applicableto a firm carrying on
insurance distribution in rela-
tion to insurance-based invest-
ment products

Rule
Rule
Guidance
Rule
Guidance

Guidance — but applies as a rule
in relation to: (i) the production
or arrangement of investment
research, or the production or
dissemination of non-independ-
ent research, in accordance with
COBS 12.2; and (ii) insurance dis-
tribution activities

Guidance

Rule in relation to insurance dis-
tribution activities

Rule in relation to insurance dis-
tribution activities

Guidance
Guidance

Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
UK

Applicableto a firm carrying on
insurance distribution in rela-
tion to insurance-based invest-
ment products

Rule
Rule
Guidance
Rule
Guidance

Part 1: Application of the requirements in articles 1(2), 21 to 25, 30 to 32 and 72 of the MiFID Org
Regulation to MiFID optional exemption firms and third country firms

Article 1 — Subject- (2)
matter and scope

Not applicable

Not applicable
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purpose
I Article 21 - Gen- (1) Rule (a), (b) and (g):
eral organisational Guidance;

requirements (c), (d), (e), (f) and

final paragraph:

Rule
(2) Rule Rule
(3) Rule Guidance
(4) Rule Guidance
(5) Rule Guidance
Article 22 - (1) Guidance Guidance
Compliance (2) Guidance Guidance
3) Guidance (a), (c), (d) and
(e): Guidance;
(b): Rule
(4) Guidance Guidance
Article 23 — Risk management Guidance Guidance
Article 24 - Internal audit Guidance Guidance
Article 25 — Responsibility of senior Guidance (1): Rule;
management @), 3) and (4):
Guidance
Article 30 — Scope of critical and im- Guidance Guidance
portant operational functions
Article 31 — Outsourcing critical or im- (1): Rule; (1): Rule;

portant operational functions @), 3), (4) and @), 3), (@) and

(5): Guidance (5): Guidance
Article 32(1) and (2) — Service providers Rule Guidance
located in third countries
Article 72 — Retention of records Rule Guidance
Part 2: Articles 1(2), 21 to 25, 30 to 32 and 72 of the MiFID Org Regulation
UK Article 1 - Subject-matter and scope
2 References to investment firms shall encompass credit insti-

tutions and references to financial instruments shall encom-
pass structured deposits in relation to all the requirements
(so far as relevant) in Chapters Il to IV of this Regulation.

UK Article 21 - General organisational requirements

1 Investment firms shall comply with the following organis-
ational requirements:

(a) establish, implement and maintain de-
cision-making procedures and an organ-
isational structure which clearly and in
documented manner specifies re-
porting lines and allocates functions
and responsibilities;

(b) ensure that their relevant persons are
aware of the procedures which must
be followed for the proper discharge
of their responsibilities;
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() establish, implement and maintain ad-
equate internal control mechanisms de-
signed to secure compliance with de-
cisions and procedures at all levels of
the investment firm;

(d) employ personnel with the skills, know-
ledge and expertise necessary for the
discharge of the responsibilities alloc-
ated to them;

(e) establish, implement and maintain ef-
fective internal reporting and commun-
ication of information at all relevant
levels of the investment firm;

(f) maintain adequate and orderly records
of their business and internal or-
ganisation;

(9) ensure that the performance of mul-

tiple functions by their relevant per-
sons does not and is not likely to pre-
vent those persons from discharging
any particular function soundly, hon-
estly, and professionally.

When complying with the requirements set out in the this
paragraph, investment firms shall take into account the na-
ture, scale and complexity of the business of the firm, and
the nature and range of investment services and activities
undertaken in the course of that business.

2 Investment firms shall establish, implement and maintain
systems and procedures that are adequate to safeguard the
security, integrity and confidentiality of information, taking
into account the nature of the information in question.

3 Investment firms shall establish, implement and maintain an
adequate business continuity policy aimed at ensuring, in
the case of an interruption to their systems and procedures,
the preservation of essential data and functions, and the
maintenance of investment services and activities, or, where
that is not possible, the timely recovery of such data and
functions and the timely resumption of their investment ser-
vices and activities.

4 Investment firms shall establish, implement and maintain ac-
counting policies and procedures that enable them, at the
request of the competent authority, to deliver in a timely
manner to the competent authority financial reports which
reflect a true and fair view of their financial position and
which comply with all applicable accounting standards and
rules.

5 Investment firms shall monitor and, on a regular basis,
evaluate the adequacy and effectiveness of their systems, in-
ternal control mechanisms and arrangements established in
accordance with paragraphs 1 to 4, and take appropriate
measures to address any deficiencies.

UK Article 22 - Compliance

1 Investment firms shall establish, implement and maintain ad-
equate policies and procedures designed to detect any risk
of failure by the firm to comply with its obligations under
UK law on markets in financial instruments (“UK obliga-
tions”), as well as the associated risks, and put in place ad-
equate measures and procedures designed to minimise such
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risk and to enable the competent authorities to exercise
their powers effectively under UK law on markets in finan-
cial instruments.

Investment firms shall take into account the nature, scale
and complexity of the business of the firm, and the nature
and range of investment services and activities undertaken
in the course of that business.

2 Investment firms shall establish and maintain a permanent
and effective compliance function which operates inde-
pendently and which has the following responsibilities:

(a) to monitor on a permanent basis and
to assess, on a regular basis, the ad-
equacy and effectiveness of the meas-
ures, policies and procedures put in
place in accordance with the first sub-
paragraph of paragraph 1, and the ac-
tions taken to address any deficiencies
in the firm's compliance with its ob-
ligations;

(b) to advise and assist the relevant per-
sons responsible for carrying out invest-
ment services and activities to comply
with the firm's UK obligations;

(c) to report to the management body, on
at least an annual basis, on the imple-
mentation and effectiveness of the
overall control environment for invest-
ment services and activities, on the
risks that have been identified and on
the complaints-handling reporting as
well as remedies undertaken or to be
undertaken;

(d) to monitor the operations of the com-
plaints-handling process and consider
complaints as a source of relevant in-
formation in the context of its general
monitoring responsibilities.

In order to comply with points (a) and (b) of this para-
graph, the compliance function shall conduct an assess-
ment on the basis of which it shall establish a risk-based
monitoring programme that takes into consideration all
areas of the investment firm's investment services, activities
and any relevant ancillary services, including relevant in-
formation gathered in relation to the monitoring of com-
plaints handling. The monitoring programme shall establish
priorities determined by the compliance risk assessment en-
suring that compliance risk is comprehensively monitored.

3 In order to enable the compliance function referred to in
paragraph 2 to discharge its responsibilities properly and in-
dependently, investment firms shall ensure that the follow-
ing conditions are satisfied:

(a) the compliance function has the neces-
sary authority, resources, expertise and
access to all relevant information;

(b) a compliance officer is appointed and
replaced by the management body
and is responsible for the compliance
function and for any reporting as to
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compliance required in relation to its
UK obligations and by Article 25(2) of
this Regulation;

(c) the compliance function reports on an
ad-hoc basis directly to the manage-
ment body where it detects a signific-
ant risk of failure by the firm to com-
ply with its UK obligations;

(d) the relevant persons involved in the
compliance function are not involved
in the performance of services or activ-
ities they monitor;

(e) the method of determining the remu-
neration of the relevant persons in-
volved in the compliance function
does not compromise their objectivity
and is not likely to do so.

4 An investment firm shall not be required to comply with
point (d) or point (e) of paragraph 3 where it is able to
demonstrate that in view of the nature, scale and complex-
ity of its business, and the nature and range of investment
services and activities, the requirements under point (d) or
(e) are not proportionate and that its compliance function
continues to be effective. In that case, the investment firm
shall assess whether the effectiveness of the compliance
function is compromised. The assessment shall be reviewed
on a regular basis.

UK Article 23 - Risk management

1 Investment firms shall take the following actions relating
to risk management:

(a) establish, implement and maintain ad-
equate risk management policies and
procedures which identify the risks re-
lating to the firm's activities, processes
and systems, and where appropriate,
set the level of risk tolerated by the
firm;

(b) adopt effective arrangements, pro-
cesses and mechanisms to manage the
risks relating to the firm's activities,
processes and systems, in light of that
level of risk tolerance;

(c) monitor the following:

(i) the adequacy and
effectiveness of
the investment
firm's risk man-
agement policies
and procedures;

(i) the level of com-
pliance by the in-
vestment firm and
its relevant per-
sons with the ar-
rangements,
processes and
mechanisms ad-
opted in accord-
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ance with point
(b);

(iii) the adequacy and
effectiveness of
measures taken to
address any defi-
ciencies in those
policies, proced-
ures, arrange-
ments, processes
and mechanisms,
including failures
by the relevant
persons to comply
with such arrange-
ments, processes
and mechanisms
or follow such pol-
icies and
procedures.

2 Investment firms shall, where appropriate and proportion-
ate in view of the nature, scale and complexity of their
business and the nature and range of the investment ser-
vices and activities undertaken in the course of that busi-
ness, establish and maintain a risk management function
that operates independently and carries out the following
tasks:

(a) implementation of the policy and pro-
cedures referred to in paragraph 1;

(b) provision of reports and advice to
senior management in accordance
with Article 25(2).

Where an investment firm does not establish and maintain

a risk management function under the first sub-paragraph,

it shall be able to demonstrate upon request that the pol-

icies and procedures which it is has adopted in accordance
with paragraph 1 satisfy the requirements therein.
UK Article 24 - Internal audit

Investment firms shall, where appropriate and proportionate in view of the na-

ture, scale and complexity of their business and the nature and range of invest-

ment services and activities undertaken in the course of that business, establish
and maintain an internal audit function which is separate and independent
from the other functions and activities of the investment firm and which has
the following responsibilities:

(a) establish, implement and maintain an
audit plan to examine and evaluate
the adequacy and effectiveness of the
investment firm's systems, internal con-
trol mechanisms and arrangements;

(b) issue recommendations based on the
result of work carried out in accord-
ance with point (a) and verify compli-
ance with those recommendations;

(c) report in relation to internal audit mat-
ters in accordance with Article 25(2).

UK Article 25 - Responsibility of senior management
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Investment firms shall, when allocating functions internally,
ensure that senior management, and, where applicable,
the supervisory function, are responsible for ensuring that
the firm complies with its obligations under UK law on mar-
kets in financial instruments (“UK obligations”). In particu-
lar, senior management and, where applicable, the supervis-
ory function shall be required to assess and periodically re-
view the effectiveness of the policies, arrangements and
procedures put in place to comply with the UK obligations
and to take appropriate measures to address any defi-
ciencies.

The allocation of significant functions among senior man-
agers shall clearly establish who is responsible for over-
seeing and maintaining the firm’s organisational require-
ments. Records of the allocation of significant functions
shall be kept up-to-date.

Investment firms shall ensure that their senior manage-
ment receive on a frequent basis, and at least annually,
written reports on the matters covered by Articles 22, 23
and 24 indicating in particular whether the appropriate re-
medial measures have been taken in the event of any defi-
ciencies.

Investment firms shall ensure that where there is a supervis-
ory function, it receives written reports on the matters co-
vered by Articles 22, 23 and 24 on a regular basis.

For the purposes of this Article, the supervisory function
shall be the function within an investment firm responsible
for the supervision of its senior management.

UK Article 30 - Scope of critical and important operational functions

1

For the purposes of [SYSC8.1.1R] and rule 2.1 of the Out-
sourcing Part of the PRA Rulebook, an operational function
shall be regarded as critical or important where a defect or
failure in its performance would materially impair the con-
tinuing compliance of an investment firm with the condi-
tions and obligations of its authorisation or its other obliga-
tions under UK law on markets in financial instruments, or
its financial performance, or the soundness or the continu-
ity of its investment services and activities.

Without prejudice to the status of any other function, the
following functions shall not be considered as critical or im-
portant for the purposes of paragraph 1:

(a) the provision to the firm of advisory
services, and other services which do
not form part of the investment busi-
ness of the firm, including the provi-
sion of legal advice to the firm, the
training of personnel of the firm, bill-
ing services and the security of the
firm's premises and personnel;

(b) the purchase of standardised services,
including market information services
and the provision of price feeds.

UK Article 31 - Outsourcing critical or important operational functions

1

Investment firms outsourcing critical or important opera-
tional functions shall remain fully responsible for dischar-
ging all of their obligations under UK law on markets in fin-
ancial instruments and shall comply with the following
conditions:
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(a) the outsourcing does not result in the
delegation by senior management of
its responsibility;

(b) the relationship and obligations of the
investment firm towards its clients un-
der the terms of UK law on markets in
financial instruments is not altered;

() the conditions with which the invest-
ment firm must comply_in order to
have permission undeof
FSMA to carry on a regulated activity
which is any of the investment services
and activities (within the meaning of
regulation 2(1) of the Markets in Finan-

cial Instruments Regulations 2017),
and to remain so, are not undermined;

(d) none of the other conditions subject
to which the firm's authorisation was
granted is removed or modified.

2 Investment firms shall exercise due skill, care and diligence
when entering into, managing or terminating any arrange-
ment for the outsourcing to a service provider of critical or
important operational functions and shall take the neces-
sary steps to ensure that the following conditions are
satisfied:

(a) the service provider has the ability, ca-
pacity, sufficient resources, appropri-
ate organisational structure sup-
porting the performance of the out-
sourced functions, and any authoris-
ation required by law to perform the
outsourced functions, reliably and pro-
fessionally;

(b) the service provider carries out the out-
sourced services effectively and in com-
pliance with applicable law and regu-
latory requirements, and to this end
the firm has established methods and
procedures for assessing the standard
of performance of the service provider
and for reviewing on an ongoing basis
the services provided by the service
provider;

(c) the service provider properly super-
vises the carrying out of the out-
sourced functions, and adequately
manage the risks associated with the
outsourcing;

(d) appropriate action is taken where it
appears that the service provider may
not be carrying out the functions effec-
tively or in compliance with applicable
laws and regulatory requirements;

(e) the investment firm effectively super-
vises the outsourced functions or ser-
vices and manage the risks associated
with the outsourcing and to this end
the firm retains the necessary expert-
ise and resources to supervise the out
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sourced functions effectively and man-
age those risks;

the service provider has disclosed to
the investment firm any development
that may have a material impact on its
ability to carry out the outsourced
functions effectively and in compliance
with applicable laws and regulatory re-
quirements;

the investment firm is able to termin-
ate the arrangement for outsourcing
where necessary, with immediate ef-
fect when this is in the interests of its
clients, without detriment to the con-
tinuity and quality of its provision of
services to clients;

the service provider cooperates with
the competent authorities of the in-
vestment firm in connection with the
outsourced functions;

the investment firm, its auditors and
the relevant competent authorities
have effective access to data related to
the outsourced functions, as well as to
the relevant business premises of the
service provider, where necessary for
the purpose of effective oversight in
accordance with this article, and the
competent authorities are able to exer-
cise those rights of access;

the service provider protects any con-
fidential information relating to the in-
vestment firm and its clients;

the investment firm and the service
provider have established, imple-
mented and maintained a contingency
plan for disaster recovery and periodic
testing of backup facilities, where that
is necessary having regard to the func-
tion, service or activity that has been
outsourced;

the investment firm has ensured that
the continuity and quality of the out-
sourced functions or services are main-
tained also in the event of termination
of the outsourcing either by transfer-
ring the outsourced functions or ser-
vices to another third party or by per-
forming them itself.

3 The respective rights and obligations of the investment
firms and of the service provider shall be clearly allocated
and set out in a written agreement. In particular, the invest-
ment firm shall keep its instruction and termination rights,
its rights of information, and its right to inspections and ac-
cess to books and premises. The agreement shall ensure
that outsourcing by the service provider only takes place
with the consent, in writing, of the investment firm.
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4 Where the investment firm and the service provider are
members of the same group, the investment firm may, for
the purposes of complying with this Article and Article 32,
take into account the extent to which the firm controls the
service provider or has the ability to influence its actions.

5 Investment firms shall make available on request to the
competent authority all information necessary to enable
the authority to supervise the compliance of the perform-
ance of the outsourced functions with the requirements of
UK law on markets in financial instruments.

UK Article 32 - Service providers located in third countries

1 In addition to the requirements set out in Article 31, where
an investment firm outsources functions related to the in-
vestment service of portfolio management provided to cli-
ents to a service provider located in a third country, that in-
vestment firm ensures that the following conditions are
satisfied:

(a) the service provider is authorised or re-
gistered in its home country to provide
that service and is effectively super-
vised by a competent authority in that
third country;

(b) there is an appropriate cooperation
agreement between the competent au-
thority of the investment firm and the
supervisory authority of the service
provider.

2 The cooperation agreement referred to in point (b) of para-
graph 1 shall ensure that the competent authorities of the
investment firm are able, at least, to:

(a) obtain on request the information
necessary to carry out their supervisory
tasks pursuant to UK law on markets
in financial instruments and Regula-
tion (EU) No 600/2014;

(b) obtain access to the documents relev-
ant for the performance of their super-
visory duties maintained in the third
country;

() receive information from the supervis-
ory authority in the third country as
soon as possible for the purpose of in-
vestigating apparent breaches of the
requirements of UK law on markets in
financial instruments and its imple-
menting measures and Regulation (EU)
No 600/2014;

(d) cooperate with regard to enforce-
ment, in accordance with the national
and international law applicable to
the supervisory authority of the third
country and the competent authorities
in the United Kingdom in cases of
breach of the requirements of UK law
on markets in financial instruments.
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3 The FCA must publish on its website a list of the supervis-
ory authorities in third countries with which they have a
cooperation agreement referred to in point (b) of para-

graph 1.
UK Article 72 - Retention of records
1 The records shall be retained in a medium that allows the

storage of information in a way accessible for future refer-
ence by the competent authority, and in such a form and
manner that the following conditions are met:

(a) the competent authority is able to ac-
cess them readily and to reconstitute
each key stage of the processing of
each transaction;

(b) it is possible for any corrections or
other amendments, and the contents
of the records prior to such corrections
or amendments, to be easily as-
certained;

(c) it is not possible for the records other-
wise to be manipulated or altered;

(d) it allows IT or any other efficient ex-
ploitation when the analysis of the
data cannot be easily carried out due
to the volume and the nature of the
data; and

(e) the firm’s arrangements comply with
the record keeping requirements irre-
spective of the technology used.

2 Investment firms shall keep at least the records identified
in Annex | to this Regulation depending upon the nature
of their activities.

The list of records identified in Annex | to this Regulation is
without prejudice to any other record-keeping obligations
arising from other legislation.

3 Investment firms shall also keep records of any policies and
procedures they are required to maintain pursuant to Regu-
lation (EU) No 600/2014, Regulation (EU) No 596/2014 and

ﬁwﬂmﬂlmg_msa&mmmﬁwended under the
pean Union (Withdrawal) Act 2018)[and the law of the

United Kingdom or any part of the United Kingdom which
was relied on immediately before IP completion day to im-
plement Directive 2014/65/EU, Directive 2014/57/EU and
their implementing measures in writing.

Competent authorities may require investment firms to
keep additional records to the list identified in Annex | to
this Regulation.
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Section 2.1 : Apportionment of
Responsibilities

2.1.1

2.1.1A

2.1.2

2.1.3

2.1.3A

2.1 Apportionment of Responsibilities

A firm must take reasonable care to maintain a clear and appropriate
apportionment of significant responsibilities among its directors and senior
managers in such a way that:

(1) it is clear who has which of those responsibilities; and

(2) the business and affairs of the firm can be adequately monitored and
controlled by the directors, relevant senior managers and governing
body of the firm.

Firms should also consider the additional guidance on risk-centric governance
arrangements for effective risk management contained in mSYSC 21.

The role undertaken by a non-executive director will vary from one firm to
another. For example, the role of a non-executive director in a friendly
society may be more extensive than in other firms. Where a non-executive
director is an approved person, for example where the firm is a body
corporate, his responsibility and therefore liability will be limited by the role
that he undertakes.

[deleted]

[deleted]
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arrangements Responsibilities
2.1.3B [deleted]
2.1.3¢ [ [deleted]
2
2.1.3D [deleted]
2.1.4 I3 | [deleted]
2.1.5 [deleted]
2.1.6 [deleted]

Insurance distribution activities

A firm carrying on insurance distribution activities must allocate to a senior
manager the function of ensuring the proper implementation of the policies
and procedures approved in accordance with mSYSC3.1.11R.

2.1.6A

[Note: second paragraph of article 10(8) of the IDD]
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2.2.1

2.2.1A

2.2.2

223

2.2.4

2.25

2.2.6

2.2.7

o]

E o E

o]

2.2 Recording the apportionment

(1) A firm must make a record of the arrangements it has made to satisfy
M SYSC2.1.1R (apportionment) and take reasonable care to keep this
up to date.

(2) This record must be retained for six years from the date on which it
was superseded by a more up-to-date record.

M SYSC2.2.1R does not apply to a firm to whom PRA Rulebook: Solvency I
firms: Insurance — Allocation of Responsibilities, 5.1 and 5.2 or PRA Rulebook:
Large Non-Solvency Il firms — Allocation of Responsibilities, 5.1 and 5.2,
applies nor to a large non-directive insurer.

(1) A firm will be able to comply with B SYSC2.2.1R by means of records
which it keeps for its own purposes provided these records satisfy the
requirements of MSYSC2.2.1R and provided the firm takes reasonable
care to keep them up to date. Appropriate records might, for this
purpose, include organisational charts and diagrams, project
management documents, job descriptions, committee constitutions
and terms of reference provided they show a clear description of the
firm's major functions.

(2) Firms should record any material change to the arrangements
described in MSYSC2.2.1R as soon as reasonably practicable after that
change has been made.

Where responsibilities have been allocated to more than one individual, the
firm's record should show clearly how those responsibilities are shared or
divided between the individuals concerned.

[deleted]
[deleted]

[deleted]
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Section 3.1 : Systems and controls

3.1.1

3.1.1A

3.1.2

3.1.2A

3.1.3

3.1.4

3.1.5

3.1 Systems and controls

A firm must take reasonable care to establish and maintain such systems and
controls as are appropriate to its business.

[deleted]

(1) The nature and extent of the systems and controls which a firm will
need to maintain under M SYSC3.1.1 R will depend upon a variety of
factors including:

(a) the nature, scale and complexity of its business;
(b) the diversity of its operations, including geographical diversity;
(c) the volume and size of its transactions; and

(d) the degree of risk associated with each area of its operation.

(2) To enable it to comply with its obligation to maintain appropriate
systems and controls, a firm should carry out a regular review of
them.

(3) The areas typically covered by the systems and controls referred to in
M SYSC3.1.1R are those identified in mSYSC3.2. Detailed requirements
regarding systems and controls relevant to particular business areas or
particular types of firm are covered elsewhere in the Handbook.

Firms should also consider the additional guidance on risk-centric governance
arrangements for effective risk management contained in mSYSC 21.

Where the UK Corporate Governance Code is relevant to a firm, the
appropriate regulator, in considering whether the firm's obligations under
M SYSC3.1.1R have been met, will give it due credit for following
corresponding provisions in the codeand related guidance.

A firm has specific responsibilities regarding its appointed representatives or,
where applicable, its tied agents (see M SUP 12).

B SYSC2.1.3R (2) prescribes how a firm must allocate the function of
overseeing the establishment and maintenance of systems and controls
described in mSYSC3.1.1R.
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Section 3.1 : Systems and controls

3.1.6

3.1.7

3.1.7A

3.1.8

3.1.9

3.1.10

3.1.11

3.1.12

Competent employees rule

A firm must employ personnel with the skills, knowledge and expertise
necessary for the discharge of the responsibilities allocated to them.

When complying with the competent employees rules, a firm must take into
account the nature, scale and complexity of its business and the nature and
range of financial services and activities undertaken in the course of that
business.

W SYSC 28 contains rules and guidance relating to the minimum knowledge
and competence requirements in relation to insurance distribution activities
undertaken by a firm.

The Training and Competence sourcebook (TC) contains additional rules and
guidance relating to specified retail activities undertaken by a firm.

Firms which are carrying on activities that are not subject to TC may
nevertheless wish to take TC into account in complying with the competence
requirements in SYSC.

If a firm requires employees who are not subject to a qualification
requirement in TC to pass a relevant examination from the list of
appropriate qualifications maintained by the FCA, the appropriate regulator
will take that into account when assessing whether the firm has ensured that
the employee satisfies the knowledge component of the competent
employees rule.

Insurance distribution activities

A firm carrying on insurance distribution activities must approve, implement
and regularly review its internal policies and procedures in respect of its
obligations under m SYSC 28.

[Note: first paragraph of article 10(8) of the /IDD]

W SYSC2.1.6AR prescribes how a firm must allocate the function of ensuring
the proper implementation of the policies and procedures approved in
accordance with mSYSC3.1.11R.
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Section 3.2 : Areas covered by systems and
controls

3.2.1

3.2.2

3.2.3

3.2.4

3.2 Areas covered by systems and
controls

Introduction

This section covers some of the main issues which a firm is expected to
consider in establishing and maintaining the systems and controls
appropriate to its business, as required by mSYSC3.1.1R.

A firm's reporting lines should be clear and appropriate having regard to the
nature, scale and complexity of its business. These reporting lines, together
with clear management responsibilities, should be communicated as
appropriate within the firm.

(1) A firm's governing body is likely to delegate many functions and tasks
for the purpose of carrying out its business. When functions or tasks
are delegated, either to employees or to appointed representatives
or, where applicable, its tied agents, appropriate safeguards should
be put in place.

(2) When there is delegation, a firm should assess whether the recipient
is suitable to carry out the delegated function or task, taking into
account the degree of responsibility involved.

(3) The extent and limits of any delegation should be made clear to
those concerned.

(4) There should be arrangements to supervise delegation, and to
monitor the discharge of delegates functions or tasks.

(5) If cause for concern arises through supervision and monitoring or
otherwise, there should be appropriate follow-up action at an
appropriate level of seniority within the firm.

(1) The guidance relevant to delegation within the firm is also relevant
to external delegation (‘outsourcing'). A firm cannot contract out its
regulatory obligations. So, for example, under Principle 3 a firm
should take reasonable care to supervise the discharge of outsourced
functions by its contractor.

(2) A firm should take steps to obtain sufficient information from its
contractor to enable it to assess the impact of outsourcing on its
systems and controls.
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Section 3.2 : Areas covered by systems and

3.2.5

3.2.5A

3.2.5B

3.2.6

3.2.6A

3.2.6B

3.2.6C

3.2.6D

3.2.6E

Where it is made possible and appropriate by the nature, scale and
complexity of its business, a firm should segregate the duties of individuals
and departments in such a way as to reduce opportunities for financial crime
or contravention of requirements and standards under the regulatory system.
For example, the duties of front-office and back-office staff should be
segregated so as to prevent a single individual initiating, processing and
controlling transactions.

[deleted]
[deleted]

Systems and controls in relation to compliance, financial crime
and money laundering

A firm must take reasonable care to establish and maintain effective systems
and controls for compliance with applicable requirements and standards
under the regulatory system and for countering the risk that the firm might
be used to further financial crime.

A firm must ensure that these systems and controls:

(1) enable it to identify, assess, monitor and manage money laundering
risk; and

(2) are comprehensive and proportionate to the nature, scale and
complexity of its activities.

"Money laundering risk" is the risk that a firm may be used to further
money laundering. Failure by a firm to manage this risk effectively will
increase the risk to society of crime and terrorism.

A firm must carry out regular assessments of the adequacy of these systems
and controls to ensure that it continues to comply with mSYSC3.2.6AR.

A firm may also have separate obligations to comply with relevant leqgal
requirements, including the|Terrorism Act 2000,|the|Proceeds of Crime Act|
2002|and the Money Laundering Regulations. mSYSC3.2.6 R to MSYSC3.2.6J G

are not relevant for the our?oses of refulation 76(6) or 86(2) of the Money

Laundering Requlations,|section 330(8)|of the Proceeds of Crime Act 2002 or

|section 21A(6)| of the Terrorism Act 2000.

The FCA, when considering whether a breach of its rules on systems and
controls against money laundering has occurred, will have regard to whether
a firm has followed relevant provisions in the guidance for the UK financial
sector issued by the Joint Money Laundering Steering Group.
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3.2.6F In identifying its money laundering risk and in establishing the nature of
these systems and controls, a firm should consider a range of factors,
including:

(1) its customer, product and activity profiles;

(2) its distribution channels;

3

(3) the complexity and volume of its transactions;

(4) its processes and systems; and

(5) its operating environment.

3.2.6G A firm should ensure that the systems and controls include:

(1) appropriate training for its employees in relation to money
laundering;

(2) appropriate provision of information to its governing body and senior
management, including a report at least annually by that firm's
money laundering reporting officer (MLRO) on the operation and
effectiveness of those systems and controls;

(3) appropriate documentation of its risk management policies and risk
profile in relation to money laundering, including documentation of
its application of those policies (see M SYSC3.2.20R to M SYSC3.2.22 G);

(4) appropriate measures to ensure that money laundering risk is taken
into account in its day-to-day operation, including in relation to:

(a) the development of new products;
(b) the taking-on of new customers; and
(c) changes in its business profile; and

(5) appropriate measures to ensure that procedures for identification of
new customers do not unreasonably deny access to its services to
potential customers who cannot reasonably be expected to produce
detailed evidence of identity.

3.2.6H E A firm must allocate to a director or senior manager (who may also be the
money laundering reporting officer) overall responsibility within the firm for
the establishment and maintenance of effective anti-money laundering
systems and controls.
The money laundering reporting officer . . . ..
3.2.61 | A firm must:

(1) appoint an individual as MLRO, with responsibility for oversight of its
compliance with the FCA's rules on systems and controls against
money laundering; and
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(2) ensure that its MLRO has a level of authority and independence
within the firm and access to resources and information sufficient to
enable him to carry out that responsibility.

3.2.6J The job of the MLRO within a firm is to act as the focal point for all activity
within the firm relating to anti-money laundering. The FCA expects that a
firm's MLRO will be based in the United Kingdom.

Financial crime guidance

3.2.6K The FCA provides guidance on steps that a firm can take to reduce the risk
that it might be used to further financial crime in FCG (Financial Crime
Guide: A firm’'s guide to countering financial crime risks) and FCTR (Financial
Crime Thematic Reviews).

The compliance function

3.2.7 (1) Depending on the nature, scale and complexity of its business, it may
be appropriate for a firm to have a separate compliance function. The
organisation and responsibilities of a compliance function should be
documented. A compliance function should be staffed by an
appropriate number of competent staff who are sufficiently
independent to perform their duties objectively. It should be
adequately resourced and should have unrestricted access to the
firm's relevant records as well as ultimate recourse to its governing
body.

(2) [deleted]

(3) [deleted]

3.2.8 E (1) A firm must allocate to a director or senior manager the function of:
(a) having responsibility for oversight of the firm's compliance; and

(b) reporting to the governing body in respect of that responsibility.

(2) In (1) "compliance" means compliance with the firm’s obligations
under the regulatory system in relation to which the FCA has
responsibility.

3.2.9 W SUP 10C.6.1R uses M SYSC 3.2.8R to describe the controlled function, known as
the compliance oversight function, of acting in the capacity of a director or
senior manager to whom this function is allocated.

Conduct risk oversight (Lloyd’s) function

3.2.9A E In relation to business done at Lloyd’s, the Society must allocate to a director
or senior manager the function of having responsibility for overseeing the
conduct of business standards required of managing agents for which the
Society has responsibility.
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3.2.10

3.2.11

3.2.11A

3.2.11B

Risk assessment

(1)

()

3)

(4)

(5)

(6)

7)

Depending on the nature, scale and complexity of its business, it may
be appropriate for a firm to have a separate risk assessment function
responsible for assessing the risks that the firm faces and advising the
governing body and senior managers on them.

The organisation and responsibilities of a risk assessment function
should be documented. The function should be adequately resourced
and staffed by an appropriate number of competent staff who are
sufficiently independent to perform their duties objectively.

The term 'risk assessment function' refers to the generally understood
concept of risk assessment within a firm, that is, the function of
setting and controlling risk exposure. The risk assessment function is
not an FCA controlled function itself, but firms it may fall under the
PRA chief risk officer controlled function.

Paragraphs (1) and (3) do not apply to a Solvency Il firm and (2) only
applies as if the term ‘risk assessment function’ was replaced by ‘risk
management function’.

Solvency Il firms are subject to requirements for an effective risk
management system in PRA Rulebook: Solvency Il firms: Conditions
Governing Business 3.

Also, PRA Rulebook: Solvency Il firms: Insurance Senior Management
Functions makes the chief risk function a PRA controlled function. The
chief risk function is the function of having responsibility for overall
management of the risk management system, as specified in PRA
Rulebook: Solvency Il firms: Conditions Governing Business 3.

The FCA will take the requirements in (5) and (6) into account.

Management information

(1)
(2)

(1)

(2)

[deleted]

[deleted]

A firm's arrangements should be such as to furnish its governing body
with the information it needs to play its part in identifying,
measuring, managing and controlling risks of regulatory concern.
Three factors will be the relevance, reliability and timeliness of that
information.

Risks of regulatory concern are those risks which relate to the fair
treatment of the firm's customers, to the protection of consumers, to
effective competition and to the integrity of the UK financial system.
Risks which are relevant to the integrity of the UK financial system
include risks which relate to its soundness, stability and resilience and
to the use of the system in connection with financial crime.
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3.2.12

3.2.13

3.2.14

3.2.15

3.2.16

It is the responsibility of the firm to decide what information is required,
when, and for whom, so that it can organise and control its activities and
can comply with its regulatory obligations. The detail and extent of
information required will depend on the nature, scale and complexity of the
business.

Employees and agents

A firm's systems and controls should enable it to satisfy itself of the
suitability of anyone who acts for it.

(1) msYsC3.2.13G includes assessing an individual's honesty, and
competence. This assessment should normally be made at the point of
recruitment. An individual's honesty need not normally be revisited
unless something happens to make a fresh look appropriate.

(2) Any assessment of an individual's suitability should take into account
the level of responsibility that the individual will assume within the
firm. The nature of this assessment will generally differ depending
upon whether it takes place at the start of the individual's
recruitment, at the end of the probationary period (if there is one) or
subsequently.

(3) [deleted]

(4) The requirements on firms with respect to approved persons are in
of the Act (Performance of regulated activities) and mSUP 10C
and the Senior Insurance Management Functions parts of the PRA
Rulebook

Audit committee

Depending on the nature, scale and complexity of its business, it may be
appropriate for a firm to form an audit committee. An audit committee
could typically examine management's process for ensuring the
appropriateness and effectiveness of systems and controls, examine the
arrangements made by management to ensure compliance with
requirements and standards under the regulatory system, oversee the
functioning of the internal audit function (if applicable - see W SYSC3.2.16 G)
and provide an interface between management and the external auditors. It
should have an appropriate number of non-executive directors and it should
have formal terms of reference.

Internal audit

(1) Depending on the nature, scale and complexity of its business, it may
be appropriate for a firm to delegate much of the task of monitoring
the appropriateness and effectiveness of its systems and controls to
an internal audit function. An internal audit function should have
clear responsibilities and reporting lines to an audit committee or
appropriate senior manager, be adequately resourced and staffed by
competent individuals, be independent of the day-to-day activities of
the firm and have appropriate access to a firm's records.
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3.2.17

3.2.18

3.2.19

3.2.20

(2) The term ‘'internal audit function' refers to the generally understood
concept of internal audit within a firm, that is, the function of
assessing adherence to and the effectiveness of internal systems and
controls, procedures and policies. The internal audit function is not an
FCA controlled function itself, but for certain firms it may fall under
the PRA chief risk officer controlled function.

(3) Paragraph (1) does not apply to Solvency Il firms.

(4) Solvency Il firms are subject to a requirement in PRA Rulebook:
Solvency Il firms: Conditions Governing Business, rule 5 to have an
effective internal audit function.

(5) Also, the PRA Rulebook: Solvency Il firms: Insurance Senior
Management Functions makes the chief internal audit function a PRA
controlled function. The chief internal audit function is the function
of having responsibility for management of the internal audit
function specified in PRA Rulebook: Solvency Il firms: Conditions
Governing Business, rule 5.

(6) The FCA will take the requirements in (4) and (5) into account.

Business strategy

A firm should plan its business appropriately so that it is able to identify,
measure, manage and control risks of regulatory concern (see

M SYSC3.2.11 G (2)). In some firms, depending on the nature, scale and
complexity of their business, it may be appropriate to have business plans or
strategy plans documented and updated on a regular basis to take account
of changes in the business environment.

Remuneration policies

It is possible that firms' remuneration policies will from time to time lead to
tensions between the ability of the firm to meet the requirements and
standards under the regulatory system and the personal advantage of those
who act for it. Where tensions exist, these should be appropriately managed.
See also Solvency Il Regulation (Article 275) and E/IOPA Guidelines on system
of governance dated 28 January 2015 (EIOPA-BoS-14/253 EN) (Guidelines 9
and 10).

Business continuity

A firm, other than a Solvency Il firm, should have in place appropriate
arrangements, having regard to the nature, scale and complexity of its
business, to ensure that it can continue to function and meet its regulatory
obligations in the event of unforeseen interruption. These arrangements
should be regularly updated and tested to ensure their effectiveness.
Solvency Il firms are subject to the business continuity requirements in PRA
Rulebook: Solvency Il firms: Conditions Governing Business, 2.6, and the FCA
will take those requirements into account.

Records

(1) A firm must take reasonable care to make and retain adequate
records of matters and dealings (including accounting records) which
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3.2.21

3.2.21A

3.2.22

3.2.23

are the subject of requirements and standards under the regulatory
system.

(2) Subject to (3) and to any other record-keeping rule in the Handbook,
the records required by (1) or by such other rule must be capable of
being reproduced in the English language on paper.

(3) If a firm's records relate to business carried on from an establishment
in a country or territory outside the United Kingdom, an official
language of that country or territory may be used instead of the
English language as required by (2).

A firm should have appropriate systems and controls in place to fulfil the
firm's requlatory and statutory obligations with respect to adequacy, access,
periods of retention and security of records. The general principle is that
records should be retained for as long as is relevant for the purposes for
which they are made.

W SYSC 28 contains rules and guidance relating to knowledge and competence
record keeping requirements in relation to insurance distribution activities
undertaken by a firm.

Detailed record-keeping requirements for different types of firm are to be
found elsewhere in the Handbook. Schedule 1 to the Handbook is a
consolidated schedule of these requirements.

Investment strategy and investment decision making

(1) This guidance sets out the FCA’s expectation on how a firm may take
into account ESG financial considerations and other financial
considerations and non-financial matters as part of its investment
strategy and investment decision making, to demonstrate compliance
with Principles 2, 3, 6 or 8.

(2) This guidance only applies where the firm’s investment strategy or
investment decision could have a material impact on a policyholder’s
investment returns and relates to a product where:

(a) the primary purpose is to provide an investment return; and

(b) any investment risk is borne by a policyholder who is a natural
person or a relevant policyholder.

(3) As part of its investment strategy or investment decision making, a
firm should take into account ESG financial considerations and other
financial considerations over the period of time that the firm
reasonably considers is needed to achieve the investment objective or
investment strategy.

(4) References to other financial considerations in (3) may include (but
are not limited to) interest rate, liquidity, concentration, exchange
rate, political and counterparty risks.
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(5) As part of its investment strategy or investment decision making in
relation to a product, a firm may take into account non-financial
matters if:

(a) the firm has good reason to consider that affected policyholders
or relevant policyholders would generally share the views on
which the non-financial matters are based; and

(b) taking those matters into account would not involve a risk of a
significant financial detriment to any affected investment.

(6) (5) does not apply to a firm’s investment strategy or investment
decision making in relation to a product (other than in relation to a
relevant scheme or a pathway investment), that has been deliberately
designed by the firm to take into account non-financial matters, and
policyholders or relevant policyholders make an active decision to
select that product.

3.2.23 [ [deleted]
3.2.24 [ [deleted]
3.2.25 [ [deleted]
3.2.26 [ [deleted]
3.2.27 | [deleted]
3.2.28 [ [deleted]
3.2.29 [ [deleted]
3.2.30 [ [deleted]
3.2.31 | [deleted]
3.2.32 | [deleted]
3.2.33 [ [deleted]
3.2.34 [ [deleted]
3.2.35 [ [deleted]
3.2.36 [ [deleted]
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3.3 Additional requirements for
insurance distribution

3.3.1 E M SYSC 3.3 applies to an insurer in the course of it carrying on any insurance
distribution activities.

3.3.2 The IDD Regulation applies directly to an insurer when carrying on insurance
distribution in relation to insurance-based investment products. Some of the
articles of the IDD Regulation (see the provisions marked with the status

letters “UK") are reproduced in this section for those insurers for
information only.

3.3.3 E (1) To the extent that the IDD Regulation does not apply, provisions in
this section marked with the status letters “UK"” apply to the insurer
as if they were rules.

(2) References in Column (1) to a word or phrase used in the IDD
Regulation have, for the purpose of mSYSC3.3.3R(1) above, the
meaning indicated in Column (2) of the table below:

(2)
Q)]

"customer” Client

"insurance-based in- Policies
vestment products”

"insurance distribu- insurance distribution activities
tion activities”

“insurance in- insurance intermediary
termediary”

“insurance un- Insurer

dertakings”

“relevant person” any of the following:

(a) a director, partner or equiva-
lent, or manager of the insur-
ance intermediary or insurer;

(b) an employee of the insurance

intermediary or insurer, as well
as any other natural person
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3.3.4

3.3.5

3.3.6

whose services are placed at
the disposal and under the
control of the insurance inter-
mediary or insurer and who is
involved in the insurance distri-
bution activities; and

() a natural person who is dir-
ectly involved in the provision
of services to the insurance in-
termediary or insurer under an
outsourcing agreement for the
purpose of the carrying on by
the insurance intermediary or
insurer of insurance distribu-
tion activities.

“remuneration” Remuneration
“shall” Must

The effect of mSYSC 3.3.3R is that:

(1)

(2)

3)

the provisions marked “UK" apply as rules to an insurer when
carrying on insurance distribution activities other than insurance
distribution in relation to insurance-based investment products;

where M SYSC 3.3.3R applies, an insurer is required to read the
provisions marked “UK"” as though the application of those provisions
is not limited to the distribution of insurance-based investment
products; and

the scope of the application of the IDD Regulation is extended from
insurance distribution to insurance distribution activities.

Identifying conflicts

A firm must take all appropriate steps to identify conflicts of interest that
arise between:

(1)

(2)

the firm, including its managers, employees and appointed
representatives (or where applicable, tied agents), or any person
directly or indirectly linked to them by control, and a client of the
firm; or

one client of the firm and another client.

[Note: article 28(1) of the /IDD]

3(1)For the purposes of identifying, in accordance with [mSYSC3.3.5R,
B SYSC3.3.13R, MSYSC 10.1.3R and W SYSC 10.1.8R], in so far as those
rules apply to the insurance-based investment products, the types of
conflicts of interest that arise in the course of carrying out any
insurance distribution activities related to insurance-based investment
products and which entail a risk of damage to the interests of a
customer, insurance intermediaries and insurance undertakings shall
assess whether they, a relevant person or any person directly or
indirectly linked to them by control, have an interest in the outcome
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of the insurance distribution activities, which meets the following
criteria:

it is distinct from the customer’s or potential customer’s interest
in the outcome of the insurance distribution activities;

it has the potential to influence the outcome of the distribution
activities to the detriment of the customer.

Insurance intermediaries and insurance undertakings shall proceed in
the same way for the purposes of identifying conflicts of interest
between one customer and another.

3.3.7 3(2) For the purposes of the assessment pursuant to paragraph 1,
insurance intermediaries and insurance undertakings shall take into
account, by way of minimum criteria, the following situations:

(a) the insurance intermediary or insurance undertaking, a relevant
person or any person directly or indirectly linked to them by
control is likely to make a financial gain, or avoid a financial loss,
to the potential detriment of the customer;

(b) the insurance intermediary or insurance undertaking, a relevant
person or any person directly or indirectly linked to them by
control has a financial or other incentive to favour the interest of
another customer or group of customers over the interest of the
customer;

(c) the insurance intermediary or insurance undertaking, a relevant
person or any person directly or indirectly linked by control to an
insurance intermediary or an insurance undertaking is
substantially involved in the management or development of
insurance-based investment products, in particular where such a

person has an influence on the pricing of those products or their
distribution costs.

[Note: article 3 of the IDD Regulation]

Managing conflicts

3.3.8 | A firm must maintain and operate effective organisational and
administrative arrangements with a view to taking all reasonable steps
designed to prevent conflicts of interest identified under W SYSC3.3.5R from
adversely affecting the interests of its clients.

[Note: article 27 of the IDD]

Proportionality

3.3.9 E The arrangements in B SYSC 3.3.8R must be proportionate to the activities

performed, the policies sold and the type of insurance distributor the firm is
or uses.

[Note: article 27 of the IDD]

Conflicts policy

3.3.10 4(1)For the purposes of [MSYSC 3.3.8R, M SYSC 3.3.9R, M SYSC 10.1.3R,
M SYSC 10.1.7R and W SYSC 10.1.7AR], in so far as those rules apply to
insurance-based investment products, insurance intermediaries and
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3.3.11

3.3.12

insurance undertakings shall be expected to establish, implement and
maintain an effective conflicts of interest policy set out in writing
and appropriate to their size and organisation and the nature, scale
and complexity of their business.

Where the insurance intermediary or insurance undertaking is a
member of a group, the policy shall also take into account any
circumstances, of which the insurance intermediary or insurance
undertaking is or should be aware, which may give rise to a conflict
of interest arising as a result of the structure and business activities
of other members of the group.

[Note: article 4(1) of the IDD Regulation]

Contents of policy

4(2) The conflicts of interest policy established in accordance with
paragraph 1 shall include the following content:

with reference to the specific insurance distribution activities
carried out, the circumstances which constitute or may give rise
to a conflict of interest entailing a risk of damage to the
interests of one or more customers;

procedures to be followed and measures to be adopted in order
to manage such conflicts and prevent them from damaging the
interests of the customer.

[Note: article 4(2) of the IDD Regulation]

5(1) The procedures and measures referred to in Article 4(2)(b) shall
be appropriate to the size and activities of the insurance
intermediary or insurance undertaking and of the group to which
they may belong, and to the risk of damage to the interests of the
customer.

The procedures to be followed and measures to be adopted in
accordance with Article 4(2)(b) shall include, where appropriate, the
following:

effective procedures to prevent or control the exchange of
information between relevant persons engaged in activities
involving a risk of conflict of interest where the exchange of that
information may damage the interests of one or more customers;

the separate supervision of relevant persons whose principal
functions involve carrying out activities on behalf of, or
providing services, to customers whose interests may conflict, or
who otherwise represent different interests that may conflict,
including those of the insurance intermediary or insurance
undertaking;

the removal of any direct link between payments, including
remuneration, to relevant persons engaged in one activity and
payments, including remuneration, to different relevant persons
principally engaged in another activity, where a conflict of
interest may arise in relation to those activities;

measures to prevent or limit any person from exercising
inappropriate influence over the way in which insurance
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3.3.13

3.3.14

distribution activities are carried out by the insurance
intermediary or insurance undertaking or their managers or
employees or any person directly or indirectly linked to them by
control;

measures to prevent or control the simultaneous or sequential
involvement of a relevant person in separate insurance
distribution activities where such involvement may impair the
proper management of conflicts of interest;

a gifts and benefits policy which determines clearly under which
conditions gifts and benefits can be accepted or granted and
which steps are to be taken when accepting and granting gifts
and benefits.

5(2) Where insurance intermediaries and insurance undertakings can
demonstrate that the measures and procedures referred to in
paragraph 1 are not appropriate to ensure that the insurance
distribution activities are carried out in accordance with the best
interest of the customer and are not biased due to conflicting
interests of the insurance intermediary, the insurance undertaking or
another customer, insurance intermediaries and insurance
undertakings shall adopt adequate alternative measures and
procedures for that purpose.

[Note: article 5 of the IDD Regulation]

Disclosure of conflicts

(1) If arrangements made under M SYSC 3.3.8R are not sufficient to ensure,
with reasonable confidence, that risks of damage to the interests of a
client will be prevented, the firm must:

(a) clearly disclose to the client the general nature or sources of the
conflicts of interest (or both); and

(b) include sufficient detail in the disclosure, taking into account the
nature of the client, to enable that client to take an informed
decision with respect to the insurance distribution activities in the
context of which the conflict of interest arises.

(2) The disclosure must be made:
(a) in a durable medium; and
(b) in good time before the conclusion of the contract of insurance.

[Note: article 28(2) and (3) of the /IDD]

6(1) Insurance intermediaries and insurance undertakings shall avoid
over-reliance on disclosure to ensure that disclosure to customers,
pursuant to [MSYSC3.3.13R] and [mSYSC 10.1.8R], in so far as those
rules apply to insurance-based investment products, is a measure of
last resort that can be used only where the effective organisational
and administrative arrangements established by the insurance
intermediary or insurance undertaking to prevent or manage
conflicts of interest in accordance with [mSYSC3.3.8R, M SYSC 3.3.9R,

W SYSC 10.1.3R, M SYSC 10.1.7R, M SYSC 10.1.7AR], in so far as these rules
apply to insurance-based investment products are not sufficient to
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3.3.15

3.3.16

3.3.17

ensure, with reasonable confidence, that risks of damage to the
interests of the customer will be prevented.

6(2) For the purposes of a disclosure of conflicts of interest insurance
intermediaries and insurance undertakings shall do all of the
following:

provide a specific description of the conflict of interest in
question;

explain the general nature and sources of the conflict of interest;

explain the risks to the consumer that arise as a result of the
conflict of interest and the steps undertaken to mitigate those
risks;

clearly state that the organisational and administrative
arrangements established by the insurance intermediary or
insurance undertaking to prevent or manage the conflict of
interest are not sufficient to ensure, with reasonable confidence,
that risks of damage to the interests of the customer will be
prevented.

[Note: article 6 of the IDD Regulation]

Review of conflicts policy

7(1) For the purposes of 3.3.8, [mSYSC3.3.9R, mSYSC 10.1.3R,

M SYSC10.1.7R and W SYSC 10.1.7AR], in so far as those rules apply to
insurance-based investment products, insurance intermediaries and
insurance undertakings shall assess and periodically review, on an at
least annual basis, the conflicts of interest policy established in
accordance with Article 4 and take all appropriate measures to
address any deficiencies.

[Note: article 7(1) of the IDD Regulation]

Record keeping

7(2) Insurance intermediaries and insurance undertakings shall keep

and regularly update a record of the situations in which a conflict of
interest entailing a risk of damage to the interests of a customer has
arisen or, in the case of an ongoing service or activity may arise.

Senior management of the insurance intermediary or insurance
undertaking shall receive on a frequent basis, and at least annually,
written reports on the situations referred to in the first
subparagraph.

[Note: article 7(2) of the IDD Regulation]

A firm carrying on insurance distribution activities in relation to insurance-

based investment products must retain its records relating to:

(1) suitability (m COBS9A); and

(2) appropriateness (M COBS 10A),

for a period of at least five years.
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3.3.18

3.3.19

(M

()

W COBS9A.4 and M COBS 10A.7 (record keeping and retention periods
for suitability and appropriateness records) reproduce certain record
keeping requirements of the IDD Regulation (and apply these
requirements to firms not in scope of the IDD Regulation). They
specify information which should be recorded by firms carrying on
insurance distribution in relation to insurance-based investment
products and for how long the records must be retained.

For the purposes of mSYSC3.3.17R, a firm will need to consider
whether the requirement in article 19 of the IDD Regulation (or in

M COBS9A.4.3UK or 10A.7.2UK for any firm to whom the IDD
Regulation does not apply) means that a record needs to be retained
for longer than five years.

19(4) The records shall be retained in a medium that allows the
storage of information in a way accessible for future reference by
the FCA. The FCA shall be able to access them readily, to reconstitute
each element in a clear and accurate manner and to identify easily
any changes, corrections or other amendments, and the contents of
the records prior to such modifications.

[Note: article 19(4) of the IDD Regulation]
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Section 3.4 : SRD requirements

3.4.1

3.4.2

3.4.3

3.4.4

3.4.5

3.4 SRD requirements

Application

This section applies to:
(a) a UK insurer; and
(b) a UK pure reinsurer,

doing long-term insurance business.

The rules in this section apply to the extent that a firm is investing (or has
invested), directly or through an SRD asset manager, in shares traded on a
regulated market.

The defined term regulated market has an extended meaning for the
purposes of this section. The definition includes certain markets situated
outside the United Kingdom.

Engagement policy and disclosure of information

A firm must either:

(1) (a) develop and publicly disclose an engagement policy that meets
the requirements of M SYSC3.4.5R (an “engagement policy”); and

(b) publicly disclose on an annual basis how its engagement policy
has been implemented, in a way that meets the requirements of
W SYSC3.4.6R; or

(2) publicly disclose a clear and reasoned explanation of why it has
chosen not to comply with any of the requirements imposed by (1).

[Note: article 3g(1) and (1)(a) of SRD]

The engagement policy must describe how the firm:
(1) integrates shareholder engagement in its investment strategy;

(2) monitors investee companies on relevant matters, including:
(a) strategy;

(b) financial and non-financial performance and risk;
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3.4.6

3.4.7

3.4.8

3.4.9

(c) capital structure; and

(d) social and environmental impact and corporate governance;

(3) conducts dialogues with investee companies;

(4) exercises voting rights and other rights attached to shares; .
3

(5) cooperates with other shareholders;

(6) communicates with relevant stakeholders of the investee companies;
and

(7) manages actual and potential conflicts of interests in relation to the
firm’s engagement.

[Note: article 3g(1)(a) of SRD]

(1) The annual disclosure must include a general description of voting
behaviour, an explanation of the most significant votes and the use of
the services of proxy advisors.

(2) (a) Subject to (b), a firm must publicly disclose how it has cast votes
in the general meetings of companies in which it holds shares.

(b) A firm is not required to disclose votes that are insignificant due
to the subject matter of the vote or the size of the holding in the
company.

[Note: article 3g(1)(b) of SRD]

(1) The applicable disclosures or information referred to in mSYSC3.4.4R
to M SYSC 3.4.6R must be made available free of charge on the firm’s
website.

(2) Where an SRD asset manager implements the engagement policy,
including voting, on behalf of a firm, the firm must make a reference
as to where such voting information has been published by the SRD
asset manager.

[Note: article 3g(2) of SRD]

Investment strategy and arrangements with SRD asset
managers

A firm must disclose publicly how the main elements of its equity investment
strategy are consistent with the profile and duration of its liabilities, in
particular long-term liabilities, and how they contribute to the medium- to
long-term performance of its assets.

[Note: article 3h(1) of SRD]

(1) Where an SRD asset manager invests on behalf of a firm, whether on
a discretionary client-by-client basis or through a collective investment
undertaking, the firm must publicly disclose the following
information regarding its arrangement with the SRD asset manager:
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(a)

(b)

(0

(d)

(e)

how the arrangement with the SRD asset manager incentivises
the SRD asset manager to align its investment strategy and
decisions with the profile and duration of the liabilities of the
firm, in particular long-term liabilities;

how that arrangement incentivises the SRD asset manager to
make investment decisions based on assessments of medium- to
long-term financial and non-financial performance of the
investee company, and to engage with investee companies in
order to improve their performance in the medium- to long-term;

how the method and time horizon of the evaluation of the SRD
asset manager’s performance and the remuneration for asset
management services are in line with the profile and duration of
the liabilities of the firm, in particular its long-term liabilities,
taking into account its absolute long-term performance;

how the firm monitors portfolio turnover costs incurred by the
SRD asset manager and how it defines and monitors a targeted
por