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FCA Building operational resilience

On 29 March 2021, the FCA published its final rules and guidance on new
requirements to strengthen operational resilience in the financial services
sector - PS21/3. In December 2019, the FCA consulted —in CP19/32 — on
proposed changes to how firms approach their operational resilience. The
FCA developed these proposals in partnership with the Bank of England
—in its capacity of supervising financial market infrastructures — and the
Prudential Regulation Authority to improve the operational resilience of
the UK financial sector.

This Policy Statement (PS) summarises the feedback the FCA received to
CP19/32 and its response, and sets out final rules.

These changes will affect banks, building societies, designated investment
firms (i.e. firms that have been designated by the PRA under Article 3 of
the PRA-Regulated Activities Order), insurers, Recognised Investment
Exchanges (RIEs), Enhanced scope senior managers’ and certification
regime (SM&CR) firms and entities authorised or registered under the
Payment Services Regulations 2017 (PSRs 2017) or the Electronic Money
Regulations 2011 (EMRs 2011).

The new rules and guidance will come into force on 31 March 2022.

By 31 March 2022, firms must have identified their important business
services, set impact tolerances for the maximum tolerable disruption and
carried out mapping and testing to a level of sophistication necessary to do
so. Firms must also have identified any vulnerabilities in their operational
resilience.

As soon as possible after 31 March 2022, and no later than 31 March 2025,
firms must have performed mapping and testing so that they are able to
remain within impact tolerances for each important business service. Firms
must also have made the necessary investments to enable them to operate
consistently within their impact tolerances.

https://www.fca.org.uk/publication/policy/ps21-3-operational-resilience.
pdf

PRA BOE Operational Resilience: Impact tolerances for important
business services PS6/21

On 29 March 2021, the Prudential Regulation Authority (PRA), the Financial
Conduct Authority (FCA), and the Bank of England (‘the Bank’) in its capacity
of supervising financial market infrastructures (FMiIs), collectively ‘the
supervisory authorities’ jointly issued a paper on Operational Resilience.
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A key priority for the supervisory authorities is to put in place a stronger
regulatory framework to promote the operational resilience of firms and
FMIs. To this end, the supervisory authorities published a joint Discussion
Paper on Operational Resilience in 2018 setting out an approach to
operational resilience. Following this, the supervisory authorities published
a suite of consultation documents (‘the consultations’) in December 2019
to embed this approach into policy.

The proposals were designed to improve the operational resilience of
firms and FMIs and protect the wider financial sector and UK economy
from the impact of operational disruptions. The consultations proposed
requirements and expectations for firms and FMIs to:

identify their important business services by considering how
disruption to the business services they provide can have impacts
beyond their own commercial interests;

set atolerance for disruption for each important business service; and

ensure they can continue to deliver their important business services
and are able to remain within their impact tolerances during severe
(or in the case of FMIs, extreme) but plausible scenarios.

A key priority for the supervisory authorities is to put in place a stronger
regulatory framework to promote the operational resilience of firms and
FMIs. To this end, the supervisory authorities published a joint Discussion
Paper on Operational Resilience in 2018 setting out an approach to
operational resilience (page 3 of 3). Following this, the supervisory
authorities published a suite of consultation documents (‘the consultations’)
in December 2019 to embed this approach into policy (page 2 of 3).

The proposals were designed to improve the operational resilience of
firms and FMIs and protect the wider financial sector and UK economy
from the impact of operational disruptions. The consultations proposed
requirements and expectations for firms and FMIs to:

identify their important business services by considering how
disruption to the business services they provide can have impacts
beyond their own commercial interests;

setatolerance for disruption for each important business service; and

ensure they can continue to deliver their important business services
and are able to remain within their impact tolerances during severe
(orin the case of FMIs, extreme) but plausible scenarios.

This Prudential Regulation Authority (PRA) Policy Statement (PS) provides
feedback to responses to Consultation Paper 29/19 Operational resilience:
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Impact tolerances for important business services. It also contains the
PRA's final policy, as follows:

a new Operational Resilience Parts of the PRA Rulebook
amendments to the Group Supervision Part of the PRA Rulebook

a new Supervisory Statement SS 1/21 ‘Operational resilience: Impact
tolerances for important business services’; and

a new Statement of Policy ‘Operational resilience’
This PSis relevant to:

UK banks, building societies, and PRA-designated investment firms
(banks); and

UK Solvency Il firms, the Society of Lloyd’s and its managing agents
(insurers).

The Operational Resilience Parts will be effective from Thursday 31 March
2022. To comply with the rules, firms should contact their supervisors to
agree their plans for meeting policy requirements.

SS1/21 will be effective from Thursday 31 March 2022.

https://www.bankofengland.co.uk/-/media/boe/files/
prudential-regulation/policy-statement/2021/march/ps621.
pdf?la=en&hash=A15AE3F7E18CA731ACD30B34DF3A5EA487A9FC11

Open finance - feedback statement FS21/7

On 26 March 2021, the FCA summarised the feedback it received to its Call
for Input in December 2019. This explored the opportunities and risks from
open finance, as well as how to ensure it develops in consumers’ interests
and the role the FCA could play.

By way of background, in its 2019/20 Business Plan, the FCA committed to
leading the public debate on open finance and to setting up an advisory
group to help drive forward its future strategy. This group is made up of
industry experts, consumer and business representatives, academics and
government departments. Its advice informed the FCA's Call for Input.

In this feedback statement, the FCA set out the responses it received in
relation to the following areas:

maximising the potential of open banking
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key themes and issues for open finance — including its risks and
benefits, feasibility and cost, the necessary regulatory framework,
common standards and infrastructure

the FCA's draft principles for open finance
the FCA's role and next steps

The FCA's vision for open finance is one in which:
consumers and businesses:

o can grant access to their data to trusted third-party providers
(TPPs) and in return gain access to a wider range of financial
services/products

= have greater control over their data

= engage with their finances, and are empowered to make better
financial decisions

increased use of open finance services spurs greater innovation,
benefiting consumers by providing a broader range of products and
services that better suits their needs

widespread use of new services improves the financial health of
consumers and businesses in the UK

The FCA has stated that it will support the Government as it considers the
timing, scope and nature of legislation on open finance.

https://www.fca.org.uk/publication/feedback/fs21-7.pdf

FCA publishes Decision Notice against Jon Frensham for non-financial
misconduct

On 29 March 2021, the FCA published a Decision Notice in respect of Jon
Frensham (formerly known as Jonathan James Hunt), an independent
financial adviser and the sole director at Frensham Wealth Limited.

The FCA considers that Mr Frensham is not a fit and proper person and has
decided towithdraw hisapprovalto performhis current senior management
functions and to make an order prohibiting him from performing any
functions in relation to regulated activity

Mr Frensham has referred the Decision Notice to the Upper Tribunal (the
Tribunal) where he and the FCA will each present their cases. Accordingly,
the action outlined in the Decision Notice is provisional and will have no
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effect pending the determination of the case by the Tribunal. At this stage,
the facts and mattersstatedin the Decision Notice reflect the FCA's belief as
to what occurred and how Mr Frensham'’s behaviour is to be characterised.

In March 2017, Mr Frensham was convicted of attempting to meet a child
following sexual grooming. He committed this offence whilst he was an
approved person. Mr Frenshamwas sentenced to 22 months’imprisonment,
suspended for 18 months.

Given the nature and circumstances of his offence, the FCA considers that
Mr Frensham is not a fit and proper person to perform any function in
relation to any regulated activity carried on by any authorised or exempt
persons or exempt professional persons. This is because he lacks the
necessary integrity and reputation.

The FCA considers that, as a result of this, Mr Frensham poses a risk to
consumers and to confidence in the financial system. Therefore, the FCA
believesitis appropriate, in order to advance its statutory objectives (which
include protecting consumers and the integrity of the UK financial system),
to withdraw his approval to perform senior management functions and to
impose a prohibition order on him.

Christopher Woolard, then Executive Director of Strategy and Competition,
gave a speech in December 2018 outlining a clear message to firms: ‘non-
financial misconduct is misconduct, plain and simple .

https://www.fca.org.uk/publication/decision-notices/jon-frensham-2020.
pdf

FCA and PRA changes to mortgage reporting requirements

In September 2019, the FCA and the PRA published their policy statement
(PS) PRA PS 22/19 and FCA PS 19/23 on new reporting requirements
which would apply to regulated mortgage lenders and home finance
administrators. These policy statements summarise the feedback and the
FCA and PRA's respective responses to the feedback.

The FCA and PRA identified gaps in the data firms submit. The PS seek
to address this by increasing the data which mortgage lenders and
administrators are required to submit via Product Sales Data (PSD) and
to rectify some gaps and inconsistencies in the forms and guidance in
Mortgage Lending and Administration Return (MLAR).

The changes will enable the FCA and the PRA to carry out supervisory,
enforcement and policy work in @ more informed and evidence based
manner. It will provide a more complete view on which to base future market
studies. This will enable them to more effectively identify and address harm
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to consumers and competition, and threats to market integrity.

The Bank of England will have an enhanced ability to monitor macro
prudential risk in the housing market, helping ensure the stability of the
economy and mortgage market.

Firms affected by these changes need to implement the changes within the
following timescales:

12 months following publication of this policy statement to
implement the performance sales data (PSD007) and MLAR changes
(October 2020)

18 months following publication of this policy statement toimplement
the product sales data report (PSD001) changes (April 2021)

https://www.fca.org.uk/publication/policy/ps19-23.pdf

FCA Business Plan 2020/21

On 7 April 2020, the FCA set out its business priorities for the year ahead,
with a specific focus on the challenges presented by the Covid-19 pandemic.

Throughout the pandemic, the FCA aims to: (i) protect the most vulnerable,
ensuring that they can get the financial services and the help they need;
(ii) tackle scams - helping consumers avoid the scams that spring up as the
pandemic develops; (iii) ensure fair treatment for consumers and small
firms - making sure that firms give strong and clear support to customers,
recognising challenges that everyone is facing; (iv) keep markets working
well, ensuring that markets remain orderly; and (v) mitigate firm failures -
mitigating the impact on consumers where firms fail in these challenging
circumstances.

The FCA sets out four priority areas, in the medium term, to ensure that
consumers: (1) can rely on safe and accessible payments to receive their
pay or benefits, settle bills and access cash; (2) do not get into unaffordable
debt; (3) can make effective investment decisions about their savings, and
are not exposed to risky or poor value products; and (4) are offered fair
value products in a digital age and are not at risk of being treated unfairly
in the pricing and other terms they receive.

The FCA also sets out its six cross-cutting work priorities (which include
Brexit, climate change and operational resilience) and its planned sector
work in wholesale financial markets, investment management, retail
banking and general insurance and protection.

https://www.fca.org.uk/publication/business-plans/business-
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plan-2020-21.pdf

PRA’s business plan for 2020/2021

On 9 April 2020, the PRA published its business plan for the year ahead.
The PRA confirms that it has had to reassess its plans in light of COVID-19
and re-prioritise work and resources. In addition to cancelling the annual
cyclical scenario stress test, delaying certain skilled person reviews and
extending out consultations, the PRAis also extending the implementation
timescales for new policies that have recently been consulted on, including
changes to internal ratings based models which will now be delayed until
the beginning of 2022.

The plan also details the strategic goals of the PRA for the year ahead,
covering: (i) robust prudential standards and supervision; (ii) adapting
to market changes and horizon scanning; (iii) financial resilience; (iv)
operational resilience; (v) recovery and resolution; (vi) competition; (vii)
Brexit; and (viii) efficiency and effectiveness. In particular, the PRA will
finalise and implement the policy on the capital requirements for credit
unions during 2020. The PRA will also clarify and publish its final approach
to setting PRA buffers for new banks.

https://www.bankofengland.co.uk/prudential-requlation/
publication/2020/pra-business-plan-2020-21

FCA launches campaign to encourage individuals to report wrongdoing

On 24 March 2021, the FCA launched its campaign, ‘In confidence, with
confidence’, encouraging individuals working in financial services to report
potential wrongdoing to the FCA, and reminds them of the confidentiality
processesin place. As part of the campaign, the FCA has published materials
for firms to share with employees, as well as using its events to highlight
the campaign. It has also produced a digital toolkit for industry bodies,
consumer groups and whistleblowing groups to encourage individuals to
have confidence to step forward.

Whistleblowers that report to the FCA will have a dedicated case manager.
They can meet with the FCA to discuss their concerns and can receive
optional regular updates throughout the investigation. Every report the
FCAreceivesisreviewed and the FCA will protect individual whistleblowers’
identities.

TheFCAhasbeeninvestinginincreasedresourcing tosupportwhistleblower
interaction, including increasing the headcount on its whistleblowing
team. This specialist team is trained to debrief and interact directly with
whistleblowers, as well as liaising with various departments across the
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organisation.

As part of the FCA's aim to provide a smoother internal process, it has
introduced a mandatory e-learning module for all staff, to help identify
potential whistleblowers and make sure any intelligence received by the
FCA is dealt with correctly and that identities are protected.

The FCA's website has been updated to provide more comprehensive
information for potential whistleblowers and the Whistleblowing team
is developing a confidential web form, increasing the ways in which
whistleblowers can make disclosures to it.

Individuals can choose to remain anonymous, and many people do. If they
do share any information about themselves, then the FCA will keep this
safe. This includes not confirming the existence of a whistleblower when
making enquiries, unless legally obliged to do so.

The FCA reminds firms that culture and governance remain a key priority
for the FCA. Its whistleblowing rules require firms to have effective
arrangements in place for employees to raise concerns, and to guarantee
these concerns are handled appropriately and confidentially. The FCA
introduced a requirement for firms to appoint a whistleblowers' champion
to make sure there is senior management oversight over the integrity,
independence and effectiveness of the firm’s arrangements. These include
those arrangements designed to protect whistleblowers from victimisation,
as well as overseeing the preparation of an annual report to the firm's
governing body.

https://www.fca.org.uk/news/press-releases/fca-launches-campaign-
encourage-individuals-report-wrongdoing

FCA Supervisory Flexibility on RTS 27 reports and 10% depreciation
notifications

On 19 March 2021, the FCA announced it was extending the temporary
measures in relation to the requirement for firms to issue 10% depreciation
notifications to investors, which were put in place for the past 12 months
in response to market volatility as a result of the Covid-19 crisis and
Brexit transitional period. The FCA expects to consult on changes to the
requirement in the spring and therefore extends the temporary measures
until the end of 2021, while it undertakes this policy work.

The FCA also announced that it will not take action against firms who do
not produce RTS 27 reports for the rest of 2021. The next set of RTS 27
reports on execution quality will be based on pre-Brexit data. As a result,
the information in them is likely to be of limited use for market participants
and may even be misleading. The FCA explains that there is also a particular
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challenge arising from the European Union's two-year suspension of RTS
27 reports for firms in the Temporary Permissions Regime who, benefitting
from substituted compliance, would normally discharge their obligation in
the UK by producing reports for the firm as a whole. The FCA is preparing a
consultation on this obligation, with a view to abolishing it, which it expects
to conclude by end of 2021.

https://www.fca.org.uk/news/statements/supervisory-flexibility-rts-27-
reports-ten-per-cent-depreciation-notifications

Technical negotiations concluded on the UK and EU Memorandum of
Understanding (MoU)

On 26 March 2021, HMT announced that technical negotiations were
concluded on the UK and EU MoU. HMT states that formal steps need to be
undertaken on both sides before the MoU can be signed but it is expected
that this can be done expeditiously.

The MoU, once signed, creates the framework for voluntary regulatory
cooperation in financial services between the UK and the EU. The MoU will
establish the Joint UK-EU Financial Regulatory Forum, which will serve as a
platform to facilitate dialogue on financial services issues.

https://www.gov.uk/government/news/technical-negotiations-concluded-
on-uk-eu-memorandum-of-understanding

FCA Announcements on the end of LIBOR

On5March 2021, the FCAannounced the dates that panel bank submissions
for all LIBOR settings will cease, after which representative LIBOR rates will
no longer be available. This is an important step towards the end of LIBOR,
and the Bank of England and FCA urge market participants to continue to
take the necessary action to ensure they are ready.

The FCA has confirmed that all LIBOR settings will either cease to be
provided by any administrator or no longer be representative:

immediately after 31 December 2021, in the case of all sterling, euro,
Swiss franc and Japanese yen settings, and the 1-week and 2-month
US dollar settings; and

immediately after 30 June 2023, in the case of the remaining US
dollar settings

Based on undertakings received from the panel banks, the FCA does not
expect that any LIBOR settings will become unrepresentative before the
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relevant dates set out above. Representative LIBOR rates will not, however,
be available beyond the dates set out above. Publication of most of the
LIBOR settings will cease immediately after these dates.

Regulated firms should expect further engagement from their supervisors
at both the Prudential Regulation Authority and the FCA to ensure these
timelines are met.

https://www.fca.org.uk/news/press-releases/announcements-end-libor

FCA Guidance for firms on the fair treatment of vulnerable customers

On 23 February 2021, the FCA finalised its guidance setting out its view on
how firms should comply with their obligations under the FCA’s Principles
for Businesses and ensure that they treat vulnerable customers fairly.

The FCA explains that to achieve good outcomes for vulnerable customers,
firms should:

understand the needs of their target market/customer base;

make sure staff have the right skills and capability to recognise and
respond to the needs of vulnerable customers;

respond to customer needs throughout product design, flexible
customer service provision and communications; and

monitor and assess whether they are meeting and responding to the
needs of customers with characteristics of vulnerability, and make
improvements where this is not happening.

The FCA sets out relevant actions firms should take under each of these
headings. The guidance applies to all firms where the Principles apply,
regardless of sector. It applies to the supply of products or services to
retail customers who are natural persons, even if a firm does not have a
direct client relationship with the customer. Firms can expect to be asked
to demonstrate how their business model, the actions they have taken
and their culture ensures the fair treatment of all customers, including
vulnerable customers.

https://www.fca.org.uk/publication/finalised-quidance/fg21-1.pdf

FCA update on support for consumers impacted by coronavirus
Mortgages

The FCA's Mortgages Tailored Support Guidance sets out its expectation
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thatfirmsshould notenforce mortgage repossessions, exceptin exceptional
circumstances, before 1 April 2021.

The FCA published updated draft guidance for firms from 1 April 2021, to
ensure that mortgage customers whose homes may be repossessed are
treated fairly and appropriately, particularly where there are risks of harm
to customers who are vulnerable as a result of coronavirus (Covid-19).

This means that from 1 April 2021, firms can enforce repossessions, but
only if they act in accordance with the FCA's guidance, and regulatory
requirements which mean that repossession should only take place as a last
resort if all other reasonable attempts to resolve the position have failed.
Firms will also need to comply with any relevant legislative requirements
which may prevent firms from enforcing repossession in certain parts of
the UK.

Consumer credit

For consumer credit, in January 2021, the FCA updated the Credit Tailored
Support Guidance so that firms were able to repossess goods and vehicles
from 31 January 2021, but only as a last resort, and in accordance with all
relevant government public health guidelines and regulations (including
social distancing and shielding) when taking possession.

Continued support for consumers as payment deferral application deadline
approaches

For consumer credit and mortgage consumers the deadline for applications
for new payment deferrals under the Payment Deferral Guidance (PDG)
was 31 March 2021. Only consumers still in a payment deferral (under the
PDG) on 31 March 2021 were able to extend their payment deferral beyond
that date. All deferrals under that guidance will end by 31 July 2021 at the
latest. However, consumers should think carefully about whether they
need to take a payment deferral. Support will continue to be available
to consumers in financial difficulty under the Tailored Support Guidance,
which may be more suitable for their needs in the long-term.

From 1 April 2021, consumers who are newly impacted by coronavirus, or
find themselves impacted again (whether or not they have previously had a
payment deferral), should receive support from their lender in the form of
tailored support under the Tailored Support Guidance which reflects their
individual needs and circumstances. This could include short-term support
such as a payment deferral, if it is appropriate, although this would be
subject to normal credit reporting.

The PDG enabled firms to deal with unprecedented demand for short-
term support resulting from the pandemic. However, demand for payment
deferrals has reduced and firms now have the capacity to offer both shorter
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and longer-term support. That support should provide better outcomes for
consumers as it includes a wider range of options and is tailored to their
individual needs.

https://www.fca.org.uk/news/statements/fca-provides-update-support-
consumers-impacted-coronavirusFCA

FCA confirms the increase in thresholds for contactless payments

The FCA has confirmed changes to its rules to allow for an increase in the
single transaction contactless payment threshold from £45 to £100. The
contactless threshold for multiple transactions will also increase from £130
to £300.

These changes will allow the industry to increase the limit for contactless
payments at the point of sale to securely improve convenience for
consumers and merchants.

While adoption of contactless payments increases, cash remains an
important payment method for many, including vulnerable consumers and
small businesses. It is part of the FCA's Business Payments priority to make
sure consumers can access the cash they need. The FCA does not believe
this change will impact consumers’ ability to access cash.

https://www.fca.org.uk/publications/policy-statements/ps21-2-
amendments-single-and-cumulative-transaction-thresholds-contactless-

payments

FCA starts criminal proceedings against NatWest Plc

On 16 March 2021, the FCA announced that it has commenced criminal
proceedings against National Westminster Bank Plc (NatWest) in respect of
offences under the Money Laundering Regulations 2007 (MLR 2007).

The FCA alleges that NatWest failed to adhere to the requirements of
regulations 8(1), 8(3) and 14(1) of MLR 2007 between 11 November 2011
and 19 October 2016. These regulations require the firm to determine,
conduct and demonstrate risk sensitive due diligence and ongoing
monitoring of its relationships with its customers for the purposes of
preventing money laundering.

The case arises from the handling of funds deposited into accounts
operated by a UK incorporated customer of NatWest. The FCA alleges that
increasingly large cash deposits were made into the customer’s accounts. It
isalleged thataround £365 million was paidinto the customer’s accounts, of
which around £264 million was in cash. Itis alleged that NatWest's systems
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and controls failed to adequately monitor and scrutinise this activity.

NatWest is scheduled to appear at Westminster Magistrates’ Court on 14
April 2021. This is the first criminal prosecution under the MLR 2007 by the
FCA and the first prosecution under the MLR against a bank. No individuals
are being charged as part of these proceedings.

https://www.fca.org.uk/news/press-releases/fca-starts-criminal-
proceedings-against-natwest-plc

FCA admits FSCS levy is unsustainable

Speaking at the Personal Investment Management & Financial Advice
Association (Pimfa) Virtual Fest V2 today, FCA director of life insurance and
financial advice Debbie Gupta the FCA admitted that admitted the Financial
Services Compensation Scheme (FSCS) levy is unsustainable. She added
that the regulator shares the frustration of wealth managers and advisers
over the FSCS levy. It is estimated that the total industry levy for 2021/22
will be more than £1bn, up 48% on 2020/21.

https://citywire.co.uk/new-model-adviser/news/fca-admits-fscs-levy-is-

unsustainable/a1478927
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