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Financial Promotions procedures

Description of the procedure to be carried out

All financial promotions must be reviewed and approved prior to being provided to the intended recipient(s).

Individuals who are required to carry out this procedure

SMF16

Individuals responsible for ensuring that this procedure is carried out

SMF16

Circumstances under which procedure must be carried out

Prior to the issue of the financial promotion.

Arrangements for monitoring

When the Financial Promotion is approved by the Compliance Officer, the firm must record details within the Financial Promotion’s register and should retain a copy of the version approved, as well as a copy of the final published version to verify that the published version is the same as the approved version. The firm should also retain evidence supporting any material factual statement about an investment matter, such as historic fund performance data.


Standard to be met

1. The financial promotion should be carefully targeted.

2. The content of the financial promotion must be fair, clear and not misleading.

These procedures have 2 sections, one for all financial promotions (Section A – the General Provisions) and one for Social Media (Section B – Social Media).


SECTION A: GENERAL PROVISIONS
1. What is a Financial Promotion?
A Financial Promotion is the approval and/or communication, whether solicited or unsolicited, of an invitation or inducement to engage in investment activity, communicated within the course of business.

2. What constitutes a Financial Promotion?
Although not exhaustive, the following are Financial Promotions:
· Product Brochures
· Service Brochures
· Proposition Brochures
· General advertising in magazines, newspapers, radio and television programmes and websites
· Mailshots (whether distributed by post, facsimile, e-mail or other media)
· Telemarketing activities, such as telephone calls made by call centres
· Written correspondence, telephone calls and face to face discussions
· Sales aids
· Presentations to groups of individuals
· Tip-sheets
· Other publications, which may contain non-personal recommendations regarding acquisition, retention or disposal of investments of any description
· Stationary including letterheads, compliment slips, business cards, facsimile headers, continuation sheets and e-mails.
· Notices or posters
· Exhibitions, etc.
· Window displays

Correspondence, which is written specifically for a particular recipient, whether hard copy or e-mail, is not a Financial Promotion.  However, it should be noted that if personal recommendations are made, the correct advisory process should be followed.
Mailshots, which appear to be items of a personalised nature, but which contain substantially the same information for each recipient, are classed as Financial Promotions.

3. Approval of Financial Promotions
All Financial Promotions must be approved by a designated authorised individual.  
Approval must be given by an individual with appropriate expertise.  An external third party can verify all Financial Promotions for the firm, but the firm will retain ultimate responsibility for rule compliance and approval of the promotion.
When the Financial Promotion is approved, the firm must record details within the Financial Promotion’s register.
The firm should retain a copy of the version approved by the Compliance Officer, as well as a copy of the final published version to verify that the published version is the same as the approved version.
The firm should retain evidence supporting any material factual statement about an investment matter, such as historic fund performance data.
With regard to mail-shots, the firm must maintain a record of the name and address of each recipient.

Records must be retained as follows:
· Indefinitely – promotions with regards to a company scheme pension transfer or opt out;
· Six years – promotions with regards to a life policy, occupational pension scheme, SSAS, personal pension scheme or stakeholder pension scheme;
· Five years – MiFID business;
· Three years – all other financial promotions.

The record may be kept in any form, such as hardcopy, disk or tape providing it would be accessible for inspection within 48 hours.

4. Using Life Office and other party’s Financial Promotions
The firm may use non-real time Financial Promotions produced by another party, provided that:

· The firm takes reasonable steps to ensure that the other party has confirmed compliance of the Financial Promotion;
· The firm takes reasonable steps to ensure that the Financial Promotion is communicated only to recipients for whom it was intended;
· The firm is aware that the Financial Promotion has not been withdrawn and that it has not ceased to be fair, clear and not misleading;

5. General Requirements of Financial Promotions
Communicating with Retail Clients
The firm will ensure the following information is included in Financial Promotions:

· The name of the firm and the firm’s address, or a contact point from which an address is available, such as an e-mail address, telephone or facsimile number;
· Information will be accurate and in particular will not emphasise any potential benefits of relevant business, or a relevant investment, without giving a fair and prominent indication of any relevant risks;
· Information will be sufficient, and presented in such a way that it is likely to be understood by the average member of the group to whom it is directed, or by whom it is likely to be received; and
· It will not disguise, diminish or obscure important items, statements or warnings.
· For investment product and / or service-related Financial Promotions, a capital at risk statement is always necessary.

Any reference to an investor compensation scheme will be limited to a factual reference to the scheme.

The firm considers how to communicate the information to a particular target audience by taking into account the nature of the product or business, the risks involved, the client’s commitment, the likely information needs of the average recipient and the role of the information in the sales process.  The firm will also consider whether omission of any relevant facts will result in information being insufficient, unclear, unfair or misleading.


Fair, Clear and Not Misleading.
Financial Promotions must be fair, clear and not misleading.  This rule will apply in such a way that is appropriate and proportionate taking into account the means of communication and the information the communication is intended to convey.   Therefore, a communication addressed to a professional client may not need to include the same information, or be presented in the same way as a communication addressed to a retail client.

The following list is not exhaustive, but highlights the areas the firm will consider when approving a financial promotion:

· Where a product or service places a client’s capital at risk, this is made clear;
· Where a yield figure is quoted, this gives a balanced impression of both the short and long-term prospects for the investment;
· Where an investment or service has a complex charging structure, or where the firm receives more than one element of remuneration, sufficient information will be included in the promotion to ensure that it is fair, clear and not misleading and contains relevant information taking into account the needs of the recipients;
· Where the promotion names the FCA as its regulator and refers to matters not regulated by the FCA, the firm will detail the matters that are not regulated by FCA.
· Where the promotion offers a packaged product, or a stakeholder product, the firm will give a fair, clear and not misleading impression of the producer of the product.

Comparative Information
If information compares relevant business, relevant investments, or persons who carry on relevant business, the firm will ensure that:

The comparison is meaningful and presented in a fair and balanced way.

Referring to Tax
If any information refers to a particular tax treatment, the firm will ensure that it prominently states that the tax treatment depends on the individual circumstances of each client and may be subject to change in the future.

Past, simulated past and future performance
Where past performance is given, the content of the Financial Promotion will be geared towards the intended recipients and will draw attention to the fact that past performance will not necessarily be repeated and relate to a relevant and sufficient period of performance (generally minimum of five years ending on date of approval of the Financial Promotion).

· The information will not be the most prominent feature of the communication
· The information will cover at least the immediately preceding 5 years, or the whole period for which the investment has been offered if less than 5 years.  If the firm chooses to show figures for a longer period, in every case that performance information will be based on and show complete 12-month periods;
· The reference period and source of information will be clearly stated;
· The information will contain a prominent warning that the figures refer to the past and that past performance is not a reliable indicator of future results;
· If the figures are denominated in another currency, the currency will be clearly stated with a warning that the return may increase or decrease as a result of currency fluctuations.

Simulated Past Performance
Where simulated past performance is used, the figures will relate to an investment or financial index; it will be based on the actual past performance of one or more investments or financial indices which are the same as the investment concerned.  The information will contain a prominent warning that the figures refer to simulated past performance and that past performance is not a reliable indicator of future performance.

Future Performance
Where the firm uses an indication of future performance, it will not be based on, or refer to simulated past performance; it will be based on reasonable assumptions supported by objective data; it will disclose the effect of fees or other charges if the indication is based on gross performance.  It will also contain a prominent warning that the forecasts are not a reliable indicator of future performance.  If the firm cannot obtain the objective data needed to comply with the rule on future performance, it will not provide information on future performance.

6. Direct Offer Financial Promotions
A Direct Offer Financial Promotion must contain sufficient information to enable a person to make an informed assessment of the investment or service to which it relates.

There must be a prominent statement stating; “if you have any doubt about the suitability of this product for you, you should contact us for advice.”

Where a retail customer has responded to a direct offer financial promotion, the mailing package will have included example-based Key features.  There is no requirement to provide additional Key Features in respect of the same transaction.

7. Cold Calling and other non-written communications
A cold call is a financial promotion which is made in the course of a personal visit, telephone conversation or other interactive dialogue that:

· Was not initiated by the recipient, or;
· Does not take place in response to an express request from the recipient.

Cold Calls will not be made, unless:

· The recipient has an established existing customer relationship with the firm and is such that the recipient has specifically agreed to receiving cold calls;
· The cold call relates to a generally marketable packaged product, which is not a higher volatility fund or a life policy with a link (or potential link) to a higher volatility fund;
· The cold call relates to a controlled activity by an authorised adviser;
· The only investments involved are readily realisable securities and generally marketed non-geared packaged products.

General Requirements of Promotions that are not in writing
The firm will ensure that any individual who initiates a non-written financial promotion communicated to a particular person follows the rules noted below:

· They do so at an appropriate time of the day;
· They do so in a way which is fair, clear and not misleading;
· They do not make untrue claims;
· He/she Identifies himself and the firm he represents at outset and makes clear the purpose of the communication;
· If the time and method of communication were not previously agreed by the recipient; check that it is satisfactory to proceed, terminate the communication if the recipient does not wish to proceed, recognise and respect, promptly, the right of the recipient to end the communication at any time during the communication and refuse any further appointments
· Give the recipient a contact point to cancel appointments;

These requirements apply to all individuals, including advisers and introducers.

Copies of any scripts used for tele-marketing will be retained by the firm.

If in doubt, refer to the Compliance Officer.

8. Internet Financial Promotion	
E-mails and material displayed on a web-site are non-real time financial promotions.  

The firm should ensure that they are complying with the Data Protection Act 1998 and the Computer Misuse Act 1990.

The following will be included on the website:

· The place of registration
· The registered number
· The registered office address, and
· The information noted above, will also be contained in any e-mails issued by the firm.
											
The firm will also confirm their regulatory status, and will highlight any areas which are not regulated by the Financial Conduct Authority.			

9. Content of Stationery
Stationery, business cards or other business documentation published by the firm should include:

· Name, business address and telephone number of the firm
· The name and status (relationship) with the firm of the individual from whom the communication originates
· A statement that the firm is ‘Authorised and Regulated by the Financial Conduct Authority’ 

On all business letters, order forms or the company website, the following will be included (where appropriate):

· The place of registration
· The registered number
· The registered office address


SECTION B: SOCIAL MEDIA
Definition
Social media share the characteristic of being digital and can be defined as ‘websites and applications that enable users to create and share content or participate in social networking’ (Oxford Dictionaries 2013). The following is a non-exhaustive list: 
• blogs 
• microblogs (Twitter) 
• social and professional networks (Facebook, LinkedIn, Google+) 
• forums 
• image and video-sharing platforms (YouTube, Instagram, Vine, Pinterest) 
• texting 

Investment specific promotions
There is a specific requirement that financial promotions for investment products are identifiable as such. It is important that, in all cases, it is clear that a promotion is a promotion. This can be by labelling the promotion as such, or alternatively it must be clear from the context. 

Clear, fair and not misleading 
Under Principle 7 of the Principles for Businesses, it remains a fundamental requirement that all communications (including financial promotions) are clear, fair and not misleading. 

Communications through social media can reach a wide audience very rapidly, so the Firm should take account of that in its decision to promote through social media, and the nature of its promotions. The Firm should therefore ensure that its original communication would remain clear, fair and not misleading, even if it ends up in front of a non-intended recipient (through others retweeting on Twitter or sharing on Facebook). 

The requirements to be fair and not misleading imply balance in how financial products and services are promoted, so that consumers have an appreciation not only of the potential benefits but also of any relevant risks. The Firm should consider the appropriateness of character-limited media as a means of promoting complex features of financial products or services. It may be possible to signpost a product or service with a link to more comprehensive information, provided that the promotion remains compliant in itself. Alternatively, it may be more appropriate to use ‘image advertising’ (see below) to promote the Firm more generally. 

Stand-alone compliance
Each communication (e.g. a tweet, a Facebook insertion or page, or web page) needs to be considered individually and comply with the relevant rules.

Risk warnings and other required statements
There are requirements to include risk warnings or other statements in promotions for certain products/services. These rules are media-neutral and therefore apply to social media as they would to any other medium. This poses particular challenges for the use of character-limited social media. One possible solution to the problem of character limitation is to insert images, including the use of infographics, into communications such as tweets, which allows relatively unrestricted information to be conveyed. Clearly, the image must in itself be compliant. 

Where the financial promotion triggers a risk warning or other information required by the rules, this cannot appear solely in the image. 

The Firm can also tweet a link to a website with a financial promotion. You will want to include some signposting language to encourage or give some reason to the recipient to open the link. 

Requirement to be stand-alone compliant
The requirement for an advert to be stand-alone compliant applies to social media. Considering the character constraints, this imposes a limitation. This rule removes the ability of a signpost to a medium without character constraints (e.g. a website) which it cannot itself promote. 

Consequently, statements like “To see our current UK equity fund range, go to” would be compliant, whereas “To see our top-performing UK equity fund, go to”, is not.

The Firm should consider the appropriateness of character-limited media as a means of promoting complex features of financial products or services. 

Image Advertising
For investments, image advertising is exempt from most of the detailed financial promotions rules and guidance in COBS 4, but it will still need to comply with the high-level ‘fair, clear and not misleading’ rule. 

Other regulatory issues - Recipients - sharing or forwarding communications
Where a recipient shares or forwards (such as by retweeting) a firm’s communication, responsibility lies with the communicator, so in that case the firm would not be responsible. 

This raises the question of what happens when the sharing or forwarding creates the non-compliance: a prime example of this is a tweet intended for another authorised person, which is retweeted to a retail customer. This is not an issue solely for social media communications, as printed brochures can be distributed beyond their original intended audience. And the same principles apply: The Firm should take steps in their labelling and targeting of communications to mitigate the risk of this happening. 

If the Firm retweets a customer’s tweet, whether or not it is a financial promotion will depend on the content of the tweet. For example, a tweet expressing satisfaction with considerate service received from the firm will not be a promotion, as good customer service is not itself a controlled activity (it concerns the way in which the activity is carried on, not the activity as such). However, if the customer’s tweet comments on or endorses the benefits of a regulated financial product or service, then sharing or forwarding by the firm will constitute a promotion by the firm. The firm is responsible if it communicates the retweet, even though the firm did not generate the original content of the communication.

Other regulatory issues - Unsolicited promotions
Social media are prime channels for making unsolicited promotions. For such promotions and ‘cold calling’ (unsolicited real-time promotions), the Firm should be cognizant of COBS 4.8 (Cold calls and other promotions that are not in writing), MCOB14 3.7 (Unsolicited real time financial promotions of qualifying credit, a home reversion plan or a regulated sale and rent back agreement) and CONC 3.10 (Financial promotions not in writing). A promotion by a tweet (for example) is not a real-time promotion within the meaning set out in the FPO. The Firm may wish, however, to follow up promotions in social media with real-time promotions. In this context, being a ‘follower’ of the firm on Twitter or ‘liking’ a firm’s Facebook page does not in itself constitute ‘an established existing client relationship’ for the purposes of COBS 4.8.2R (1) or an ‘express request’ for the purposes of MCOB 3.7.1R (2) (b). 

Other regulatory issues - Approval and record-keeping 
The Firm, as part of their obligations, must sign off digital media communications. This sign-off should be by a person of appropriate competence and seniority within the organisation.
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