Essentials

Our Overall Governance Procedure 

Compliance procedures comprise 

· Periodic reviews of existing procedures / documents / research etc and

· Auditing of existing procedures to ensure they are adhered to.
1. The Operational Board decides on compliance activities for the year at the beginning of each year – see the schedule of activities that follow:

2. Compliance audit activities comprise internal and external auditing;

3. Internal auditing takes place where we have the resource and expertise, and can overcome any significant inherent conflicts of interest;

4. External auditing and reviewing takes place when we cannot do it internally for one or a combination of the above reasons;

5. Compliance reviews are conducted internally with assistance where necessary from external sources;

6. Annual external reviews are conducted to assess the adequacy of our systems and controls and the operating of them;
7. Each compliance audit / review is allocated a lead – the lead reports to the Operational Board which decides whether to take remedial action, and if so how;

8. The Operational Board will also conduct a route cause analysis if any remedial action is the result of significant or systematic procedural or individual failure;

9. These procedures and compliance activities are reviewed annually by the Operational Board and our external support; a regulatory risk heat map is constructed and this forms the Board’s decision making as to the design of the following year’s activities;

10. The Operational Board reports annually to the main Board on the state of health of the compliance function within the firm.
Apportionment of responsibility procedures
Company structure - Apportionment of responsibility - Overview

The following section of this manual is intended to evidence the apportionment of regulatory responsibility and oversight by the Firm, together with the duties, authorities and responsibilities accorded to each specific role.  The chain of management responsibility within in the Firm is as follows:

KEY (see below)
SMF1 
– Chief Executive

SMF3 
– Director

SMF16 – Compliance Oversight

SMF17 – Money Laundering Reporting Officer

IM 

– Responsibility for insurance mediation

DPO 
– Data Protection Officer 
IA 

– Investment adviser

1.
Apportionment of responsibility – Director – SMF1 and SMF3
Description of function

FCA rules describe this function as having the responsibility, under the immediate authority of the governing body, for the conduct of the whole of the business.

Function holders

Names
Duties
· To monitor the discharge of responsibilities apportioned to other senior management personnel

· To ensure that the firm is best placed to meets its objectives.

· To ensure that the interests of the Firm are appropriately balanced with those of clients, staff, creditors and environment.

· To ensure that the Firm is managed in a prudent and commercial manner.

· To monitor the performance of the Chief Executive in relation to the agreed operational, financial and regulatory objectives of the firm.

Authority

· To apportion responsibility for managing financial, operational and regulatory risks to senior management personnel.

· To set and approve the operational objectives of the firm.

· To approve expenditure in relation to the operational objectives of the Firm.

· To delegate or remove authorities to or from the Firm’s employees

· To commit the financial resources of the Firm subject to any pre-agreed limits.

Responsibility

· To ensure that the apportionment of responsibility is appropriate.

· To ensure that senior managers to whom responsibilities are apportioned, are properly resourced and empowered to carry out those responsibilities.

· To maintain prudent levels of exposure to regulatory, financial and operational risk.

· To ensure that the Firm is able to meet its obligations to creditors, clients, employees and the environment.

· To ensure that the Firm is able to meets its regulatory obligations to the FCA.

· To take reasonable account of any recommendations by the Firm’s compliance and money laundering reporting functions in relation to regulatory, financial and operational risks.

2.
Apportionment of responsibility – SMF16
Description of function

The compliance oversight function if the function of acting in the capacity of a director or senior manager with responsibility for oversight of regulatory compliance within the Firm.

Function holder

<Name>
Duty

· To appropriately manager compliance with those requirements placed on the Firm as a result of its regulatory memberships or other statutory requirements

· To report to the Partners in relation to their regulatory responsibilities.

· To monitor the Firm’s exposure to regulatory risk.

Authority

· To direct any employee or agent of the firm in relation to matters affecting the Firm’s exposure to regulatory risk.

· To grant, remove, extend or restrict the authorised status of any employee or agent of the Firm in relation to the conduct of regulated activities. 

· To sign regulatory documentation on behalf of the Firm.

Responsibility

· To identify and report to the Partners circumstance in which the Firm’s exposure to regulatory risk may fall outside agreed levels.

3.
Apportionment of responsibility – SMF17
Description of function

The ‘money laundering reporting’ function is the function of acting in the capacity of the Money Laundering Reporting Officer (MLRO) of the firm.

Function holder

<Name>
Duty

· To establish and maintain appropriate measures to ensure that the Firm does not knowingly or unknowingly assist in money laundering.

· To report suspicions of money laundering to the appropriate authorities.

Authority

· To direct any employee or agent of the Firm in relation to matters affecting exposure to money laundering risk.

Responsibility

· To ensure that appropriate reports are made to the money laundering authorities.

· To ensure that employees are aware of their personal responsibilities under the money laundering regulations.

· To ensure that the Firm complies with the various money laundering prevention regulations.

5.
Apportionment of responsibility – Advisers
Description of function

This is the function of advising on regulated investments.

Appointments

<Name>

<Name>
Duty

· To ensure that suitable investment advice is provided to clients of the Firm.

Authority

· To provide investment advice to clients of the Firm.

· To sign-off suitability reports to clients of the Firm.

Responsibilities

· To act in accordance with FCA requirements as set out in the Firm’s compliance procedures manual and other official communications.

· To maintain and evidence professional competence to requires levels.

· To act commercially and prudently in relation to the conduct of the Firm’s business.

Regulatory Controls – Audits
1. Compliance Audit Procedures: Anti money laundering 

1. An internal anti money laundering audit is conducted annually;

2. The SMF17 will control the audit but the Practice Manager will carry it out;

3. The audit will comprise a check on

a. The completeness of anti-money laundering procedures taking place at client level;

b. The timing of when anti money laundering procedures are conducted;

c. The frequency of the carrying out of money laundering procedures;

d. The appropriateness of the anti-money laundering procedures relative to the transaction (i.e. was standard or enhanced due diligence appropriate, and on whom);

e. Whether all staff are up to date on training around anti money laundering

4. A report on findings should be submitted to the SMF16 in time for inclusion in the annual compliance report to the main Senior Management Board.

2. Compliance Audit Procedures: Advice - File audits

External Audits

A client file audit is conducted 6 monthly for new business and annually for annual reviews, by (external resource xxx);

For new business 

1. A to be determined % of files are audited for experienced, competent advisers;

2. This threshold is increased qualitatively for new entrants and advisers under direct supervision – the level of increase and its duration is determined jointly by the SMF16 and Supervisor;

3. The population of auditable files excludes low risk transactions (ISA contributions and all top ups);

4. The files to be audited are selected by xxx and comprise those transactions that are higher risk;

5. Higher risk for this purpose is investment switch business, defined benefit occupational pension scheme transfers, non-default platform business;

6. The external new business audit will in the main comprise checking

a. Quality of the engagement process

b. Completeness of data gathering

c. Client risk profiling

d. Recommendations

e. General adherence to procedures

7. xxx retain the right to expand these parameters from time to time, providing the SMF16 has sanctioned it.

8. The external audit excludes internal audit work (see below);

9. Following each audit, xxx will complete a file review sheet for each transaction audited, which will be submitted to the adviser in question for response and feedback;

10. A summary of the file audits will be presented to the Senior Management Board which will decide, in conjunction with xxx, what if any remedial action is required in terms of training, systems or document changes;

11. xxx will conduct an annual quality assurance check on the procedures.

For annual reviews
1. The percentage of files audited is lower;

2. Annual reviews are audited for evidence of

a. Refreshed key data

b. Adherence to the terms of engagement
3. The annual review audit will be conducted by The Compliance Department (TCD).
Internal Audits

1. Internal client file auditing is limited to a check on procedures;

2. The following will be checked as to the physical presence of the documents, and the chronology of their collection, for each transaction;

a. Anti money laundering 

b. Terms of Business

c. Fact Find

d. Risk profiler

e. Illustrations

f. Suitability letter and investment report

3. This is all controlled and recorded through the New Business Submission Form, completed jointly by an adviser and administrator;

4. The New Business Administrator will do the checking and sign to that effect;

5. A control register (???) of the checks carried out will be completed by an administrator, which should be escalated to the management Board for consideration which will decide what if any remedial action is required in terms of training, systems or document changes;

6. From time-to-time, high risk work is carried out requiring sign off by a second adviser / supervisor. This is also facilitated through the New Business Submission Form.;

7. Should an administrator identify any high-risk business that has not been signed off, this should be escalated to the Practice Manager immediately via email.

8. TCD will conduct an annual quality assurance check on the procedures.

3. Compliance Audit Procedures: Investment

An audit is conducted yearly, by the Compliance Department – TCD (external resource), as follows;
1. An assessment of the relevance and accuracy of the minutes taken at the IMC meetings;

2. A check on the completion of any actions emanating from the IMC;

3. An assessment of the information packs presented to the IMC for the purposes of making decisions including

a. Fund performance

b. Market updates

c. Investment ideas

d. Latest fund due diligence

e. Report backs (on previous action items)

4. An assessment (random sample) of the switch process including

a. Letters out

b. Quality of the letters

c. Responses in

d. Trades placed

e. Trades actioned

f. Updating of the switch register

5. An assessment of the due diligence of the funds in the portfolios and including its detail, and whether it is up to date.

TCD will report its findings to the Senior Management Board, which will, in conjunction with the IMC, decide and act on any appropriate actions,

4. Compliance Audit Procedures: Training & competence (T&C)

A T&C audit is conducted six monthly, by the Compliance Department – xxx (external resource). H1 comprises a file audit, while H2 includes a file audit and an audit of the one-to-ones completed.
1. A big component of the T&C audit is client file auditing. See the relevant separate procedure on the client file audit;

2. Excluding the client file audit, TCD is instructed to consider the one-to-one procedures including

a. Whether or not they are up to date for each adviser;

b. The appropriateness of annual development plans;

c. The relevance of CPD;

d. The quality of advice being delivered;

3. xxx will also assist the SMF16 with the preparation of the annual T&C plan, which will form the basis of T&C activities over the succeeding 12 months.

4. The Supervisor will perform the operational one-to-ones.
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