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Non Mainstream Pooled Investments (NMPI) procedures
Note: ABC does not permit the promotion of a NMPI without undertaking full suitability assessment in line with our existing procedures and to ensure that clients suffer no foreseeable harm.

Description of the procedure to be carried out

To follow the process below in the event that an adviser contemplates promoting an NMPI product to a client.
Individuals who are required to carry out this procedure

All advisers

Individuals responsible for ensuring that this procedure is carried out
SMF16

Circumstances under which procedure must be carried out

Whenever an adviser believes that an NMPI product is appropriate for a client.

Arrangements for monitoring

All prospective NMPI promotions should be reviewed by the SMF16.
Requirement arising under
COBS 4.12.

What is a promotion?

It is a communication of an invitation or inducement to engage in investment activity'. Please remember “communication” means face to face, in writing, by phone, emails, advertisements, websites, seminars and presentations. 
Don’t fall into the trap of holding a seminar to an audience and mentioning a specific NMPI before you have assessed the eligibility of the audience to hear it!

What is a NMPI?

Simply a collective investment scheme not regulated or recognised by the FCA.

How to tell if a scheme is a NMPI?

Simply go to the FCA Register and check on the CIS Search tab!

Blanket “don’t do if this happens”

For non-MiFID firms such as us, we will fall foul of the MiFID rules if we transmit orders to operators of NMPI unless they are fund managers to which MiFID applies. (So, we need to check this out on the FCA register under permissions).

There is no reason why a NMPI investment cannot be promoted to a client if it is an appropriate investment for that client. However, unless you have carefully documented that it is an appropriate investment, there may be trouble ahead.

There are a variety of ways of promoting a NMPI, but unless you have prior SMF16 authorisation you need to follow the COBS 4.12 Category 2 procedure, “clients of a firm for which it has taken 'reasonable steps' to ensure that investment in the particular scheme is suitable”. This is consistent with our current practice and we believe, demonstrates that we treat our customers fairly and is in accordance with the Consumer Duty.

Firm Specific Licensing.

The firm has a specific product / fund / business type licensing procedure. 

Before promoting to any clients:

Contact your PI insurer to make sure that you are covered under their PI policy for promoting/recommending/arranging NMPI.
Identification of NMPI investment:

· Adviser recorded CPD for training on NMPI – applies to all advisers whether involved in NMPI or not:

· Adviser recorded CPD training on specific NMPI investment:

· Investment Committee to conduct due diligence on each specific NMPI investment. Due diligence to be conducted to standards set out in our NMPI Due Diligence Analysis form. 

· Specific NMPI approval checklist to be signed off by SMF16
· NMPI investment details entered into the Financial Promotions Register.

Identification of relevant clients:

CIS/ FPO Order exempt – can promote “any” NMPI with no recommendation – but must have SMF16 prior approval. This is for information only. The firm relies exclusively on COBS4.12 (see below) reference promoting NMPI. The CIS order exemptions may from time to time be utilised on instruction from the SMF16, providing all other requirements are met.

Are the clients CIS/ FPO Order exempt? If so, have they provided or completed certificates that show them as Certified High Net Worth Individuals, (Certified) Sophisticated Investors or Self-Certified Sophisticated Investors?

The firm needs to demonstrate that it has “reasonable belief” that the individual has a current certificate and is indeed a HNW or Sophisticated Investor.

You must promote the specific NMPI investment subject to matching it with the appropriate specific exemption.

N.B. Whilst a client can sign the declarations or be certified as HNW, sophisticated individuals etc., this does nothing to demonstrate that any advice is actually suitable for that client i.e. the fallout for the firm is not reduced by certification. 

The use of any of these exemptions is subject to SMF16 prior approval.

If the client is not exempt, the transaction can still go ahead under FCAH, COBS4.12 (and this is our standard procedure) provided any of the following apply:

COBS 4.12 Category 1 – the client already has a NMPI (or has had one in the last 2.5 years). This firm does not rely on this category in isolation. Our primary category is Category 2.

COBS 4.12 Category 2 - the NMPI is suitable and the client is an existing client

COBS 4.12 Category 7 – the client has been deemed an elective professional client (see our manual for procedures for assessing a client as elective professional)

COBS 4.12 Category 8 – the client has been deemed experienced 

For a client to be deemed experienced, we must ensure;
· That we are reasonably sure the client, in respect of the NMPI, is capable of making the investment decision and understanding the risks;

· That we have written to the client confirming as a result of our assessment we believe we can promote the NMPI, and

· The client has written back to us acknowledging that we can promote the NMPI. 
In all cases full suitability is required in any event, including

· Does the client meet the ABC maximum asset allocation of 10% of portfolio invested into NMPI?

· Completed Risk Profile – what is their attitude towards investment risk?  Have you discussed with the client and recorded their: 
1) Risk tolerance 
2) Risk needed and 
3) Risk capacity 
N.B.
·  have the alternatives, including why alternatives have not been recommended, been considered and noted?

· is there the possibility of total loss of the investment? If so, does the client understand what impact would this have on their portfolio, objectives and income, now or in the future?

When submitting business:

Complete Suitability Letter including NMPI warnings and warnings specific to the NMPI investment being recommended.
Complete new business checklist sheet ensuring it is supported by

· A note as to which exemption or COBS rule applies for the transaction

· The relevant certificate or client signed letter or any other evidence showing acceptable eligibility for the NMPI

· The compliance officer / SMF16 sign off

Enter the NMPI investment on the back-office system and check the boxes that the investment is high risk and unregulated, so that it is recorded on the NB register as such.
Complaints: It is the responsibility of the SMF16 to ensure that complaints about NMPI are dealt with in the same way as complaints about any other investment business. 
Breaches

If we breach any of the FCA rules we must inform the FCA under SUP 15.3.11R.
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