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Conflicts of interest
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This guide examines how you should avoid conflicts of interest in your business and how to identify any potential conflicts.
It also highlights where you can find further information.

What is a firms responsibility?

Principle 8, of our Principles for Business state that a firm must manage conflicts of interest fairly, both between itself and its customers and between a
customer and another client.

What is a conflict of interest?

The following are examples of conflicts of interest:

e an insurance intermediary passing large amounts of business to a particular insurer because they previously worked at the insurer and still had friends
there;

e a mortgage intermediary passes large amounts of business to a lender because they have a relative working at that lender; or

¢ a product provider may offer a loan and cash gift in the expectation of getting more business in return. These are inducements or bribes.

What should my firm do to avoid conflicts of interest?

It is the senior management’s responsibility to set clear standards for their firm. You should identify any potential conflicts of interest and how the firm
should manage them, taking a broad view of the risks posed to your business. Responsibility for identifying conflicts and how to manage them should be
clearly allocated to accountable individuals, and controls to reduce the impact of conflicts should be regularly reviewed.

One way of doing this is by using management information. This can be used to identify the amount of business placed with a product provider to spot
unusual patterns or volumes of business.

You should have a formal conflicts of interest policy in place setting out clearly how you propose to reduce any conflicts you identify. This should be
regularly reviewed. You should have clear guidance in place for staff on how to recognise a potential issue and when to escalate it to management.
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