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Application for Authorisation

Supplement for Second Charge Mortgage Brokers 
Full name of applicant firm

	     


Firms Reference Number (FRN)
	     




	
1
	Regulatory business plan

Why we ask the questions in this section

We need to know about the business the applicant firm intends to carry on so we can assess the scope of the authorisation it will need, the adequacy of its resources and its suitability.


Background

1.1

What second charge broker services will the applicant firm be offering to its customers?

For mortgages the categories are:

 FORMCHECKBOX 

Whole-of-market

 FORMCHECKBOX 

Mortgages from a limited number of lenders

 FORMCHECKBOX 

Mortgages from a single lender
1.2

You must estimate the percentage and value of total second charge broker business that will be:

	Execution only
	     %
	£     

	Advised sales
	     %
	£     


1.3

If execution sales, does the firm have an execution only policy?
 FORMCHECKBOX 

Yes
 FORMCHECKBOX 

No

1.4

Please provide details of the applicant firm’s anticipated spread of second charge broker business for the first 12 months of authorisation in the following categories.

	Prime
	     %

	Impaired
	     %

	Interest-only
	     %


1.5

Please outline the past employment/history of advisers to support the product lines being sold. You must enclose copies of any relevant qualifications /examinations.

 FORMCHECKBOX 

Attached

	     


1.6

Has the applicant firm or any of its advisers ever been removed from a lender panel?
 FORMCHECKBOX 

No

 FORMCHECKBOX 
 Yes
(You must give details below
	     


	2
	Prudential requirements
Why we ask the questions in this section

This section asks you to confirm whether the applicant firm complies with the prudential requirements in relation to professional indemnity insurance (PII). Authorised firms are required to ensure they maintain compliant PII cover at all times.




Professional indemnity insurance (PII) self certification

To complete this section you must have a quotation from a PII provider.

2.1

Will the applicant firm have PII cover that complies with the minimum standards as set out in the Handbook from the date of authorisation? 

 FORMCHECKBOX 


 FORMCHECKBOX 
 Yes(Continue to Question 2.2
 FORMCHECKBOX 
 No  (You must provide an explanation in the box below 

 FORMCHECKBOX 
 I am exempt ( You must provide an explanation below as to why you believe the applicant firm is exempt.

(NB: Please note that this exemption would apply to only a very limited number of firms; most regulated firms are required to hold PII cover).

	     


2.2

You must provide the details of the applicant firms PII cover*

	Insurer name
	     

	Annual premium
	     

	Limit of indemnity (single claim)
	     

	Limit of indemnity (aggregate)
	     

	Policy excess
	     

	Increased excess(es) for specific business types:


	Business type:     
Amount: £     
Business type:      
Amount: £     



*You may be asked to confirm these details before we authorise your firm.
	3
	Compliance arrangements

Why we ask the questions in this section

We need to be satisfied that the applicant firm has the appropriate 
compliance arrangements in place to meet its regulatory obligations for second charge broker business.


3.1
What controls are in the place to prevent the applicant firm from being used for fraudulent purposes in relation to mortgage business?
	     


	4
	Fees and levies 

Why we ask the questions in this section

We require this information so we can calculate the applicant firm's annual FCA fees once they become authorised.  We will also use this information to calculate the fees for the Money Advice Service (MAS) and the levies for the Ombudsman Service and the Financial Services Compensation Scheme (FSCS).


The permission we grant the applicant firm will allocate it to one or more fee block(s). The regulatory fees and levies for the FCA, MAS, Ombudsman Service and the FSCS are based on tariff data submitted within this section. The firm will be billed on the information supplied here for the first fee year of being authorised and in some cases also for the subsequent fee year. 
Please note:

· When reporting monetary fee tariff data, firms should provide a projected valuation covering the first 12 months from the date of authorisation measured according to the relevant tariff base(s). 
· Monetary figures should be denominated in GBP. Please round your answers up for this section to the nearest whole number. If the answer is 'nil' please write 'nil' – do not leave it blank.

· Take care to be as accurate as possible - a poor estimate or forecast is unlikely to be grounds to revise fees at a later stage.

FEES 4 Annex 1A of the Handbook has detailed notes on the fee blocks and tariff bases. http://fshandbook.info/FS/html/FCA/FEES/4/Annex1A. Please also refer to the notes that accompany this form before answering the questions in this section.

FCA fees

4.1

Fee Block A.18 – Home finance providers, advisers and arrangers 



How much annual income does the applicant firm estimate for the first year of authorisation in relation to its home finance mediation business?

	Amount
	£     

	Confirm amount in words
	     


The Ombudsman Service General Levy
For the purposes of the Ombudsman Service general levy, a firm will fall into one or more industry block(s) depending on FCA regulated activities. This levy only covers business conducted with consumers. As a result, the data reported under the Ombudsman Service general levy can be lower than that reported under the FCA fees section. We define Relevant Business as business conducted with consumers only. If the applicant firm will not conduct any business with eligible complainants, it may apply for an exemption (see Question 4.5). 

4.2

Industry block I016 – Home finance providers, advisers and arrangers



How much relevant annual income does the applicant firm estimate for the first year of authorisation in relation to its home finance mediation business?

	Amount
	£     

	Confirm amount in words
	     


Financial Services Compensation Scheme (FSCS) Levy

The FSCS levy only covers business that could give rise to a protected claim from an eligible claimant. As a result, the data reported under the FSCS levy can be lower than that reported under the FCA fees section. If the applicant firm does not conduct any business that could give rise to a protected claim from an eligible claimant it may apply for FSCS exemption (see Question 4.6).

Newly authorised firms are not liable to contribute towards the FSCS specific and compensation costs in the first fee year. We will only use the information here for calculating the FSCS’s levy in the second fee year when a firm obtains authorisation between 1 January and 31 March.

4.3

FSCS class SE02 – Home finance mediation 



How much annual eligible income does the applicant firm estimate for the first year of authorisation in relation to its home finance mediation business?

	Amount
	     

	Confirm amount in words
	     


Declaration of ongoing FCA fees liability

4.4

You must confirm that the applicant firm understands that it is liable and remains liable to pay fees until such time as the FCA cancels its permission.  This is irrespective of whether it is trading, or even if it has notified us of intention to cease trading or submitted an application to cancel.

 FORMCHECKBOX 

Yes 

Declaration of FSCS and the Ombudsman Service exemption

Please note that if the applicant firm will carry on business with retail clients then exemption is unlikely to be available. This is because retail clients are likely to qualify as eligible claimants and/or complainants.

4.5

The Ombudsman Service exemption – if the applicant firm will not conduct business with eligible complainants and do not foresee doing so in the immediate future, please tick the box below.

 FORMCHECKBOX 


 FORMCHECKBOX 

Applicant firm is exempt from the Ombudsman Service general levy
4.6

FSCS exemption – if the applicant firm will not conduct business that could give rise to a protected claim by an eligible claimant and do not foresee doing so in the immediate future, please tick the box below.

 FORMCHECKBOX 


 FORMCHECKBOX 

Applicant firm is FSCS exempt

Online Invoicing

Online invoicing gives you access to your fees account via the web giving you:

· Easy access to view all transactions on your account;

· Immediate email notification of new invoices and credit notes;

· Access to view, download (pdf) and print invoices and credit notes;  

· Ability to query invoices online and receive responses by email;

· Opportunity to register multiple users to access your fees information;

· Future fee tariff data requests by email (if required); and,

· A paperless ‘green’ process, reducing printing and postage costs.

4.7

Details to register for Online Invoicing
Once your firm is authorised you will be contacted and provided with an access code. You can then also request access for further users.

	Full name
	     

	Position
	     

	Email address
	     


End of supplement

 
Supplement for Second Charge Mortgage Brokers – notes
	
1
	Regulatory business plan




Background
1.1

What second charge broker services will the applicant firm be offering to its customers?

No additional notes

1.2

You must estimate the percentage and value of total second charge broker business that will be: 

•Execution only

•Advice without subsequent arranging

No additional notes

1.3

If execution sales, does the firm have an execution only policy?

No additional notes

1.4

Please provide details of the applicant firm’s anticipated spread of second charge broker business for the first 12 months of authorisation in the following categories.

No additional notes

1.5

Please outline the past employment/history of advisers to support the product lines being sold. You must enclose copies of any relevant qualifications /examinations. 

No additional notes

1.6

Has the applicant firm or any of its advisers ever been removed from a lender panel?

No additional notes
	2
	Prudential requirements



Professional indemnity insurance (PII) self certification
PII is liability insurance that covers businesses if a third party claims to have suffered a loss because of professional negligence.

Unless an exemption applies, you must have compliant PII cover in place before we can authorise your application. An authorised firm must have PII that is at least equal to the requirements of the Handbook IPRU (INV) 13 and MIPRU 3. 

You can find guidance on the requirements and the relevant exemptions in IPRU (INV) 13 and MIPRU 3.

For more information on PII see our website.

2.1

Will the applicant firm have PII cover that complies with the minimum standards as set out in the Handbook from the date of authorisation? 
You should answer 'yes' to this Question if all excesses and exclusions identified in the PII policy have been satisfactorily covered. For example, your firm has adequate capital resources, or has made sufficient arrangements to mitigate high excess(es), or increased excess(es) for specific business types
2.2

You must provide the details of the applicant firms PII cover*
	Limits of indemnity


	Our rules require a firm's professional indemnity policy to provide specified minimum levels of cover. In relation to the applicant firm's home finance mediation activities, it must have a minimum level of cover of either:

· Single claim:

Cover per claim equal to €460,000; or
· Aggregate claim

Subject to cover equal to €750,000 per calendar year.


	 Policy Excess


	Type of firm

Maximum permitted excess

Home finance intermediary that does not hold client money

£2,500 or, if higher, 1.5% of annual income

Home finance intermediary that does hold client money

£5,000 or, if higher, 3% of annual income

The applicant firm can hold an excess that is higher than the limits in the table provided above if you hold additional capital as required by our rules in MIPRU 3.2.14R.

	Increased Excess(es) 


	If the excess limits exceeds the prescribed limit as per above for any specific business type, please state the increased level of excess relating to each business type(s).

For example, the applicant firm can hold an excess that is higher than the limits in the table provided above if you hold additional capital as required by our rules in MIPRU 3.2.14R.


	3
	Compliance arrangements




3.1
What controls are in the place to prevent the applicant firm from being used for fraudulent purposes in relation to mortgage business?

No additional notes

	4
	Fees and levies 




Firms fall into fee blocks according to their permissions. If the applicant firm is authorised to sell home finance it will be allocated to the following FCA fee blocks:

· A.18 – Home finance providers, advisers and arrangers.

The regulatory fees and levies for the FCA, Money Advice Service, Ombudsman Service and the Financial Services Compensation Scheme are based on tariff data submitted within this section. The firm will be billed on the information supplied here for the first fee year of being authorised. For firms that gain their authorisation between 1 January and 31 March, the data provided here will also be used for the following fee year.  

Please ensure the data submitted in this section is as accurate as possible as a poor estimate or forecast is unlikely to be grounds to revise fees at a later stage. We will only accept changes to the data provided here in exceptional cases, e.g. where the business plan has been revised during the authorisation process. For more information see FEES 4.2.7A G and 4.2.7B R at: www.fshandbook.info/FS/html/FCA/FEES/4/2. 
When reporting monetary fee tariff data, firms should provide a projected valuation covering the first 12 months from the date of authorisation measured according to the relevant tariff base(s). Monetary figures must be in GBP. Please do not leave any section blank, if relevant enter Nil. 

All authorised firms pay minimum fees towards the annual regulatory costs. Where a firm’s business in any fee block exceeds the threshold covered by the minimum fee, an additional variable fee will be payable in proportion to the level of activities anticipated or conducted.  Also, firms joining during the fees year may pay discounted fees and levies depending on the month when they become authorised. .  If you want to work out the applicant firm’s forthcoming fees, please use the Fee Calculator on our website. To do this you will need to know which fee-block(s) the applicant firm will fall into and the fee tariff data you have entered in Section 6. 
Guidance notes for calculating the tariff data are available under the fees section of the FCA website at: www.fca.org.uk/firms/being-regulated/fees/tariff. Links to the relevant parts of the Handbook can be found in the notes below. 

Please contact the Customer Contact Centre on 0300 500 0597 if you require further clarification for this section. 

FCA fees

4.1

Fee Block A.18 – Home finance providers, advisers and arrangers 



How much annual income does the applicant firm estimate for the first year of authorisation in relation to its home finance mediation business?
Firms authorised for home finance mediation business will be allocated to fee block A.18. Your firm is required to report the amount of annual income the firm estimates it will receive from such business from the first year of business, i.e. over 12 months from the date of authorisation.

Reference to home finance mediation activity includes mortgages, home purchase or reversion and regulated sale and rent back mediation activities. 

For further details on this fee block, please see the fees section of the FCA website and the Handbook under FEES 4, Annex 1, fee block A.18: www.fshandbook.info/FS/html/FCA/FEES/4/Annex1A.
The Ombudsman Service General Levy
The Ombudsman Service general levy is based on relevant business. Relevant business is business conducted with eligible complainants who are consumers. If an applicant firm will conduct business with eligible complainants who are not consumers then it should report ‘nil’ in this section. Alternatively, if the firm will not conduct any business with eligible complainants it can apply for an exemption from the Ombudsman Service levy. We define an 'eligible complainant' under DISP 2.7 in The Handbook: www.fshandbook.info/FS/html/FCA/DISP/2/7. Please complete the declaration section on the supplementary form to apply for an exemption (see Question 4.5).

4.2

FOS industry block I016 – Home finance providers, advisers and arrangers



How much relevant annual income does the applicant firm estimate for the first year of authorisation in relation to its home finance mediation business?
The data submitted here is to calculate the firm's Ombudsman Service levy in relation to home finance mediation business.

Please only include income in relation to consumers. If the firm's entire home finance mediation business is conducted with consumers then the data you report here will be the same as that reported under fee block A.18.

See FEES 5 Annex 1R in the Handbook for detailed notes on this industry block: www.fshandbook.info/FS/html/FCA/FEES/5/Annex1 

Financial Services Compensation Scheme (FSCS) Levy
The FSCS levy comprises three parts: 

· Base Costs - operating costs not directly related to the payment of compensation.

· Specific Costs - operating costs that are directly related to the payment of compensation arising from valid claims.

· Compensation Costs - provides the funds to make valid compensation payments.

As a newly authorised firm your first invoice will only cover the Base Costs of the FSCS levy, which is based on your FCA fees. After this the firm will be liable for the full FSCS levy. The tariff data provided here will be used to calculate your FSCS levy in the second fee year if your firm receives its permission between 1 January and 31 March. 

For specific and compensation costs firms are allocated to one or more FSCS classes according to their permission.  Details of FSCS classes and tariff bases are set out in FEES 6 Annex 3A of the Handbook: www.fshandbook.info/FS/html/FCA/FEES/6/Annex3A.

The levy is based on the amount of eligible business a firm undertakes in each class. 

Eligible business refers to business conducted with eligible claimants. An eligible claimant is a person or entity that is able to bring a claim for compensation to the FSCS under COMP 4.2 of the Handbook. See www.fshandbook.info/FS/html/FCA/COMP/4/2 for details of persons that qualify for FSCS compensation.

If the applicant firm will not carry on any business with eligible claimants, it can apply for an exemption from the FSCS specific and compensation levy. Please complete the declaration section on the supplementary form to apply for an exemption (see Question 4.6).

4.3

FSCS class SE02 – Home finance mediation 



How much annual eligible income does the applicant firm estimate for the first year of authorisation in relation to its home finance mediation business?
The data submitted here is to calculate the firm's FSCS levy in relation to home finance mediation business i.e. advising and arranging a home finance transaction. 

Detailed information on how to calculate the annual eligible income (AEI) for SE02 is provided in the fees section of the FCA website and in the Handbook under FEES 6, Annex 3: www.fshandbook.info/FS/html/FCA/FEES/6/Annex3A
Declaration of ongoing FCA fees liability

4.4

You must confirm that the applicant firm understands that it is liable and remains liable to pay fees until such time as the FCA cancels its permission.  This is irrespective of whether it is trading, or even if it has notified us of intention to cease trading or submitted an application to cancel.
No additional notes

Declaration of FSCS and the Ombudsman Service exemption

4.5

The Ombudsman Service exemption – if the applicant firm will not conduct business with eligible complainants and do not foresee doing so in the immediate future, please tick the box below.
Please read the Ombudsman Service exemption guidance before completing this section. This can be found on the FCA website at: www.fca.org.uk/firms/being-regulated/fees/others/fos. 

Applicant firms that do not conduct business with eligible complainants can qualify for exemption from the Ombudsman Service levy. There are some additional, non-fees implications of being exempt.  Further details of exemption from funding the Ombudsman Service are in DISP 1.1 in the Handbook: www.fshandbook.info/FS/html/FCA/DISP/1/1.

Retail clients are likely to be eligible complainants, an applicant firm that will carry on business with retail clients is therefore unlikely to be exempt from the Ombudsman Service general levy.  'Eligible complainant' is defined in DISP 2.7 of the Handbook: www.fshandbook.info/FS/html/FCA/DISP/2/7 .

If at any point an exempt firm believes that it is conducting, or will conduct, business with eligible complainants, it must notify us immediately in writing under DISP 1.1.10R.

4.6

FSCS exemption – if the applicant firm will not conduct business that could give rise to a protected claim by an eligible claimant and do not foresee doing so in the immediate future, please tick the box below.
Please read the FSCS exemption guidance before completing this section. This can be found on the FCA website at: www.fca.org.uk/firms/being-regulated/fees/others/fscs. Further details of exemption to the FSCS levy can also be found in the Handbook in FEES 6.2 www.fshandbook.info/FS/html/FCA/FEES/6/2. 

Retail clients are likely to be eligible complainants, an applicant firm that will carry on business with retail clients is therefore unlikely to be exempt from FSCS levies.  For a full definition of an 'eligible claimant' see COMP 4.2 in the Handbook: www.fshandbook.info/FS/html/FCA/COMP/4/2. 

The FSCS levy is broken into three parts. Applicant firms that will not conduct business with eligible claimants can qualify for exemption from the Specific and Compensation costs of the FSCS levy. Please note that all applicant firms will pay toward the Base cost of the FSCS regardless of exemption unless they are non-participant firms. Non-participants firms include authorised professional firms who are members of the Law Society in England and Wales, or Scotland. Please refer to the Handbook for the full list of non-participant firms: www.fshandbook.info/FS/glossary-html/FCA/Glossary/P?definition=G837 

If at any point in the future the firm believes it is conducting, or will conduct, business with eligible claimants, it must notify us immediately in writing under FEES 6.2.4R.

Online Invoicing

4.7

Details to register for Online Invoicing:

If you wish to sign your firm up to Online Invoicing, please provide your contact details in this section. Once your firm is authorised you will be contacted and provided with an access code. At that stage you can also request access for other users.

More details on Online Invoicing can be found on the FCA webpages at: www.fca.org.uk/firms/being-regulated/fees/online-invoicing 

End of notes



Important information you should read before completing this form


The notes that accompany this form will help you complete the questions (these can be found on pages 9-17 of this supplement). They also explain why we require the information we ask you for.


Purpose of this form


This supplement collects information that is specific to the type of business the applicant firm is applying for.  Only Second Charge Mortgage Brokers applying for consumer credit activities should complete this supplement. 





You must ensure you answer every question. If a question is not applicable to the applicant firm then it should be answered as 'Not Applicable'.


Contents of this form


1	Regulatory business plan	2


2	Prudential Requirements	4


3	Compliance arrangements	5


4	Fees and levies	6


	Notes	9














Please take time to read these notes carefully.  They will help you to fill in the above supplement correctly.





When completing the application forms you will need to refer to the Handbook: � HYPERLINK "http://www.fshandbook.info/FS/html/FCA" �www.fshandbook.info/FS/html/FCA� 





If after reading these notes you need more help please:


check our website;


consult the Handbook: � HYPERLINK "http://www.fshandbook.info/FS/html/FCA" �www.fshandbook.info/FS/html/FCA� ;


call the Customer Contact Centre: 0300 500 0597; or


email the Customer Contact Centre: � HYPERLINK "mailto:Firm.Queries@fca.org.uk" �Firm.Queries@fca.org.uk� 





These notes, while aiming to help you, do not replace the rules and guidance in the Handbook.





Terms in these notes


These notes use the following terms:


'you' refers to the person(s) signing the form on behalf of the applicant firm;


'the applicant firm' refers to the firm applying for authorisation;


‘the FCA' ,'we', ‘us’ or 'our' refers to the Financial Conduct Authority; and


FSMA refers to the Financial Services and Markets Act 2000.


Important information


At the point of authorisation we expect the applicant firm to be ready, willing and organised to start business.
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