Investment firms - Your responsibilities over appointed representatives

 

This page contains examples of good and poor practice our project found in personal investment firms.

Good Practice 

Appointed representatives (ARs) were very aware what was expected from them with regard to Treating Customers Fairly (TCF) which included regular customer reviews and increasing knowledge and qualifications. The principal firm set monthly to assess knowledge as part of ongoing competency.

ARs demonstrated their engagement with TCF by providing their views on what it means to them and by making suggestions to the principal firm on how to measure the fair treatment of customers across the ARs.

One principal had consistent documented procedures across each of the ARs with independent auditing of these by an external compliance consultant to make sure they were being followed. The principal firm comprises four partners, each of whom operate one of the ARs and who have responsibility for training and competence.

One firm looked into the fairness of its current maximum charges and how they compare to the FSA average and other firms' charges.

On recruitment, one firm ensured it kept on file all relevant information obtained on qualifications, references, credit checks, and accounts. They then carried out a visit to check training and competence records before appointing an AR. An adviser would normally start off as a trainee and have to go through relevant training, with a sample of his files checked and assessed before being deemed competent by the firm.

 Poor Practice 

Despite very detailed compliance procedures, including a risk-based referral framework for high-risk cases to be submitted for checking, the ARs were not aware of the firm's procedures. The principal firm had no means for ensuring procedures were being followed at all times. There was an over reliance on ARs to follow procedures.

All ARs in one firm were deemed competent on appointment based only on previous experience at other networks and there was no formal initial assessment of competency.

Compliance visits in another firm were not formalised or risk based and were not carried out on a regular basis.

 

