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FINANCIAL CONDUCT AUTHORITY





Application for Authorisation

Supplement for Second Charge Mortgage Lenders and/or Administrators 
Full name of applicant firm

	     


Firm Reference Number (FRN)
	     



	
1
	Regulatory business plan

Why we need this information
We need to know about the second charge mortgage lender/ administrators 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.


1.1

Regulatory Business Plan



In addition to the Regulatory Business Plan you have provided for the applicant firm’s Credit Business, you must also provide details about the Second Charge Mortgage business. 
This can be part of the Regulatory Business Plan you have already provided or you can do a separate plan for the Second Charge business only.  
The applicant firm should provide sufficient information to enable the FCA to understand the applicant firm’s home financing activities. 
You must provide the following information about the applicant firm’s second charge mortgage business (not all sections may be applicable to a home finance administrator):-

· Details of the stages of the home finance transactions in which the applicant firm is seeking to be involved

· Details of the roles undertaken by the applicant firm and relationship with other entities, including related group entities

· A description of the target market and of the typical customer for which the product(s) have been designed

· An approximate size of the applicant firm’s expected customer base in the first, second and third years of the business following authorisation 
· Three year projections covering anticipated business volumes. Details of Treasury business, if applicable

· Describe the applicant firm’s source of funding and how it will continue to be funded

· Describe how home finance products will be sold and the sales process



Have you provided this as part of the Regulatory Business Plan submitted for the applicant firm’s Credit Business?
 FORMCHECKBOX 

Yes
(
Continue to Question 1.2
 FORMCHECKBOX 

No
(Attached
1.2

If the applicant firm is currently trading you must provide the following details
	The number of second charge loans outstanding
	     

	The value of second charge loans outstanding
	£     

	The percentage of outstanding second charge loans that are more than two months in arrears
	     %

	Of the second charge loans entered into in the last three years what percentage entered into arrears within:
	-the first three months
	      %

	
	-the first six months
	      %

	
	-the first year
	      %

	Over the last 12 months, what percentage of the firm’s second charge loan revenue was derived from late repayment charges, arrears and default charges, and any other fees and charges for late payments?
	      %


1.3

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

	Execution only
	     %
	£     

	Advised sales
	     %
	£     


1.4
General insurance mediation business

1.4.1
Is the applicant firm applying for permission to carry on regulated activities in general (non-investment) insurance contracts?

 FORMCHECKBOX 

No
(
Continue to Section 2
 FORMCHECKBOX 

Yes
(
Continue to Question 1.4.2

1.4.2
General insurance mediation business permission profile table

If the applicant firm is also proposing to carry on general insurance business regulated activities, it must apply for permission for those regulated activities. You must do this by completing the general insurance business Permission Profile table below.

For each general insurance business regulated activity the applicant firm is applying for permission to carry on, you must also tick the investment type and customer types in relation to that regulated activity.

The completed table should correspond with the description of the applicant firm's proposed general insurance business set out in its business plan for regulated activities.

	
	Regulated activity

	
	Advising on investments (excluding pension transfers/opt-outs)
	Arranging (bringing about) deals in investments
	Making arrangements with a view to transactions in investments
	Dealing in investments as agent
	Assisting in the administration and performance of a contract of insurance

	Investment type
	
	
	
	
	

	Non-investment insurance contract
	 FORMCHECKBOX 

	 FORMCHECKBOX 

	 FORMCHECKBOX 

	 FORMCHECKBOX 

	 FORMCHECKBOX 


	CUSTOMER TYPE
	
	
	
	
	

	Retail (non-investment insurance)
	 FORMCHECKBOX 

	 FORMCHECKBOX 

	 FORMCHECKBOX 

	 FORMCHECKBOX 

	 FORMCHECKBOX 


	Commercial
	 FORMCHECKBOX 

	 FORMCHECKBOX 

	 FORMCHECKBOX 

	 FORMCHECKBOX 

	 FORMCHECKBOX 



	2
	Risk management, compliance, internal audit and policies

Why we need this information
The applicant firm must demonstrate that it has the appropriate risk management and compliance arrangements in place to satisfy its regulatory obligations and appropriate internal audit arrangements to adequately assess its risk management, systems and controls on an ongoing basis.  The firm’s policies must be appropriate to its proposed business.



2.1
Compliance arrangements

2.1.1
You must attach the applicant firm’s compliance structure and resources (including required skills and experience of staff).
 FORMCHECKBOX 

Attached

2.1.2
You must attach the applicant firm’s compliance procedures manual.

 FORMCHECKBOX 

Attached

2.1.3
You must confirm that all senior management of the applicant firm are aware of and understand the compliance procedures.

 FORMCHECKBOX 

Yes

2.1.4
You must attach the applicant firm’s compliance monitoring programme for 12 months from authorisation.
 FORMCHECKBOX 


 FORMCHECKBOX 

Attached

2.2

Internal audit arrangements

2.2.1
Will the applicant firm have an internal audit function?

 FORMCHECKBOX 

No(How will the board satisfy itself that the applicant firm has robust systems and controls in place? You must give details in the box below.

 FORMCHECKBOX 

Yes
(
You must attach details of the following:

Internal Audit structure and resources


 FORMCHECKBOX 
 Attached

Internal audit methodology



 FORMCHECKBOX 
 Attached

Internal Audit Plan for 12 months from authorisation
 FORMCHECKBOX 
 Attached

	     


2.3

Risk Management

2.3.1
Describe the applicant firm’s risk appetite and the manner in which this is established, including any deviation from its proposed business plan.
	     


2.3.2
How will risks be identified, controlled/mitigated, monitored and reported?
	     


2.3.3
Explain the types of risks the business faces indicating in each case whether the level of risk is perceived as high, medium or low, and outline the strategy for managing that risk.
	     


2.3.4
Describe the processes, systems and controls that will be implemented for each department.
	     



2.4
Other policies

2.4.1
You must attach the applicant firm’s Trading book policy.

 FORMCHECKBOX 

Attached

 FORMCHECKBOX 

Not applicable


2.5
Training and competence (T&C) regime
2.5.1
You must attach the applicant firm’s T&C regime or arrangements.
 FORMCHECKBOX 


 FORMCHECKBOX 

Attached

2.5.2
Is the applicant firm applying for permission to advise on regulated mortgage contracts?

 FORMCHECKBOX 

No
(Continue to Question 2.5.3
 FORMCHECKBOX 

Yes
(You must attach a copy of the applicant firm’s procedures for assessing the competence of staff to advise customers on regulated activities. 


 FORMCHECKBOX 
 Attached
2.5.3
You must attach the applicant firm’s knowledge and competence policy.
 FORMCHECKBOX 


 FORMCHECKBOX 

Attached

2.6

Specific compliance areas – MCOB


2.6.1
Home finance business documentation table

If the applicant firm is proposing to carry on home finance business regulated activities, it must provide the documentation indicated in the table below for the relevant firm type. 

The applicant firm must ensure that the firm type identified in the table below corresponds with the description of the applicant firm’s proposed business set out in its regulatory business plan.
	
	FIRM TYPE

	
	Regulated Mortgage Contract

	
	Entering into
	Administering

	dOCUMENT
	
	

	Responsible lending policy and procedures detailing how the policy will be adhered to
	 FORMCHECKBOX 

	

	Procedures for assessing affordability 
	 FORMCHECKBOX 

	

	Credit policy and associated procedures including lending and security criteria, concentration risk and provisioning.
	 FORMCHECKBOX 

	

	Execution only policy
	 FORMCHECKBOX 

	 FORMCHECKBOX 


	Illustration
	 FORMCHECKBOX 

	

	Offer document
	 FORMCHECKBOX 

	

	Terms and conditions
	 FORMCHECKBOX 

	

	Arrears and repossessions policy including the procedures detailing how the policy will be adhered to. 
	 FORMCHECKBOX 

	 FORMCHECKBOX 


	Tariff of fees and charges
	 FORMCHECKBOX 

	 FORMCHECKBOX 



*Including life time mortgages and home reversion plans
	3
	Prudential requirements
Why we need this information

All authorised firms must satisfy the applicable prudential requirements. We need to ensure the applicant firm will satisfy these requirements, at the date of authorisation and on an ongoing basis.


3.1

Professional Indemnity Insurance (PII)

3.1.1
Is the applicant firm applying for permission to carry on either any regulated home finance mediation activities and/or any regulated general insurance mediation activities?

 FORMCHECKBOX 

No
(
Continue to Section 4

 FORMCHECKBOX 

Yes
(
Continue to Question 3.1.2

3.1.2
Will the applicant firm have PII cover that complies with the minimum standards set out in the Handbook from the date of authorisation? 

 FORMCHECKBOX 

Yes
(
Continue to Question 3.1.3

 FORMCHECKBOX 

No
(
You must provide an explanation in the box below

 FORMCHECKBOX 

N/A
(
The applicant firm is exempt; explain in the box below why this is

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

	     


3.1.3

You must provide details of 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: £     
Business type:      

Amount: £     


*We may ask you to confirm these details before we authorise the applicant firm.

	4
	Governance

Why we need this information

We must ensure the applicant firm has appropriate governance arrangements in place and staff of adequate knowledge, skills and experience at all levels so that it satisfies and will continue to satisfy threshold conditions.


4.1 
   Governance arrangements, responsibilities and controls

4.1.1 Assessment of the Board.

You must provide details of:

· the firm’s assessment of what skills and experience are required collectively by the Board for the business model proposed;

· the gaps identified in the proposed Board against the collective skills and experience assessment;

· the plans to resolve the gaps identified; and

· the recruitment process, including such areas as compliance with diversity and equality legislation.

 FORMCHECKBOX 
  Attached

4.1.2
Job descriptions for each individual for whom the applicant firm is applying for approval to perform a significant influence Controlled Function. 

 FORMCHECKBOX 
  Attached

4.1.3
Individual assessment of competence and capability to perform the role.

You must provide this assessment, in relation to the role, for each individual for whom the applicant firm is applying for approval to perform a significant influence Controlled Function.

 FORMCHECKBOX 

Attached

4.1.4 Board and executive committees, terms of reference and membership.

 FORMCHECKBOX 

Attached


4.1.5
Provide details of the Management Information (MI) that will be provided to the board, and executive committees and key individuals. Please also state the frequency that this MI is presented to the board, senior committees and key individuals.

 FORMCHECKBOX 

Attached


4.1.6
Explain how the remuneration of management will be structured.
 FORMCHECKBOX 

Attached

5

	
	Infrastructure

Why we need this information
The applicant firm must have infrastructure appropriate to the scale and complexity of its proposed business.  Firms may outsource activities, but remain responsible for the operation of proper systems and controls over the activities, and for regulatory compliance.  Where applicant firms are heavily dependent on IT systems, it is important that the risks in relation to customers from any compromise, failure, and error, will need to be understood and appropriately managed.


5.1

IT systems

5.1.1
You must provide a high level overview of intended IT systems. This should include a high level description of IT systems to be employed across the proposed business, identifying whether these are existing proven systems or in development.

 FORMCHECKBOX 

Attached

5.1.2
You must confirm whether the applicant firm will use new or existing core IT systems.
 FORMCHECKBOX 

New systems to the firm or group

 FORMCHECKBOX 

Existing systems already in use in the firm or group, not requiring material amendment

 FORMCHECKBOX 

Partly existing systems and partly new systems or materially amended systems

5.1.3
Will the applicant firm's IT systems applications interface with customers/counterparties?

 FORMCHECKBOX 

Yes

 FORMCHECKBOX 

No

5.1.4
You must confirm that the applicant firm will be able to meet the FCA Reporting requirements relevant to the new regulated business scope.
 FORMCHECKBOX 

Yes


 FORMCHECKBOX 

No
(You must explain why not below.

	     


	6
	Fees and levies 

Why we need this information
We require this information so we can calculate the applicant firm's annual FCA fees following its authorisation.  We will also use this information to calculate the levies for the Money Advice Service (MAS), the Ombudsman Service and, where relevant, the Financial Services Compensation Scheme (FSCS).


The permission we grant the applicant firm will allocate it to one or more fee block(s).  Each fee block uses the tariff data provided in the sections below to calculate the applicant firm's regulatory fees and levies in its first fee year.  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. 
When reporting monetary fee tariff data, applicant 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 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.
Please refer to the notes that accompany this form before answering the questions in this section. 
FEES 4 Annex 1 of the Handbook has detailed notes on the fee blocks and tariff bases and this is located at http://fshandbook.info/FS/html/FCA/FEES/4/Annex1A .

FCA fees


6.1
Fee-block A.2 Home finance providers and administrators



How many new mortgages, home purchase plans, home reversion plans and regulated sale and rent back agreements / contracts does the applicant firm estimate it will enter into in the first year of authorisation?

	Number
	     

	Confirm number in words
	     


How many such contracts does the applicant firm estimate it will administer, as at the end of its first year of authorisation? (Please multiply this number by 0.05 for home finance outsourcing firms, and 0.5 for all other firms.)

	Number
	     

	Confirm number in words
	     



6.2
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 activities? This includes home purchase and reversion plans as well as regulated sale and rent back agreements.  

	Amount


Number


Number
	     

	Confirm amount in words
	     



6.3
Fee-block A.19 General insurance mediation



How much annual income does the applicant firm estimate for the first year of authorisation in relation to its non-investment contracts (including pure protection)business?

	Amount


Number


Number
	     

	Confirm amount in words
	     


The Money Advice Service Levy

The data provided under the Regulatory Fees section above will be used to calculate most of the MAS fees with the exception of the debt advice levies.

6.4

Fee block MA02 – Debt advice levy – Home finance providers and administrators



Secured debt



What is the GBP value of all regulated and non-regulated residential loans to individuals – the sum of gross unsecuritised and securitised balances – that the applicant firm estimates for the end of the first year of authorisation?

	Amount
	

	Confirm amount in words
	


The ombudsman service general levy

For the purpose of the ombudsman service general levy, a firm will fall into one or more industry block(s) depending on its FCA regulated activities. This levy only covers business conducted with consumers. As a result, the data reported under the ombudsman general levy can be lower than that reported under the FCA fee 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 ombudsman service exemption (see Question 6.12)


6.5
Fee-block I001 Deposit acceptors, home finance providers and administrators 



How many relevant accounts does the applicant firm estimate it will have at the end of the first year of authorisation? 

	Number
	     

	Confirm number in words
	     


6.6

Fee-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 home finance mediation? 

	Amount
	     

	Confirm amount in words
	     



6.7
Fee-block I017 General insurance mediation



How much relevant annual income does the applicant firm estimate for the first year of authorisation in relation to its non-investment insurance (including pure protection) contracts?

	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 fee section. If the applicant firm will not conduct any business that could give rise to a protected claim from an eligible claimant it may apply for FSCS exemption, see Question 6.13.


6.8
Class SB02 General insurance intermediation 



How much annual eligible income does the applicant firm estimate for the first year of authorisation in relation to non-investment intermediation insurance contracts (excluding pure protection)?

	Amount


Number


Number
	     

	Confirm amount in words
	     


6.9

Class SC02 – Life and pensions mediation 



How much annual eligible income does the applicant firm estimate for the first year of authorisation in relation to its life and pensions mediation (including pure protection) business only? 

	Amount
	

	Confirm amount in words
	


6.10
Class SE02 Home finance intermediation

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

	Amount
	     

	Confirm amount in words
	     


Declaration of ongoing FCA fees liability


6.11
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 case 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.


6.12
The ombudsman service exemption – if the applicant firm will not carry on business with eligible complainants and do not foresee doing so in the immediate future, please tick the box below.

 FORMCHECKBOX 

Applicant firm is exempt from the ombudsman service general levy

6.13
FSCS exemption – if the applicant firm will not carry on business that could give rise to a protected claim by an eligible claimant and does 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.

6.14
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 Lenders and/or Administrators - notes
	1
	Regulatory business plan



No additional notes
	2
	Risk management, compliance, internal audit and policies






2.1
Compliance arrangements
We need to be satisfied that the applicant firm has in place the appropriate compliance arrangements to meet its regulatory obligations, both when we authorise it and on an ongoing basis.

In assembling its compliance procedures manual for its proposed main business of home finance providing/administration, the applicant firm should have regard to the FCA’s Principles for business and the Handbook as a whole. In particular, we would draw the applicant firm's attention to the following sourcebooks of the Handbook: APER, DISP, FIT, SUP, SYSC, TC and MCOB, as well as ICOB and CASS (if the applicant firm is also applying for permission to carry on general insurance business).
2.1.1
You must attach the applicant firm’s compliance structure and resources (including required skills and experience of staff).
It is the responsibility of the governing body to ensure that it has a compliance, organisational and reporting structure in place, adequately resourced with staff of relevant experience and skills, appropriate to the size and complexity of its business. Provide, relevant to the applicant firm, structure charts and description of how the compliance arrangements will be set up and operate, including independence, to enable the governing body to fulfil its regulatory compliance responsibilities. 

2.1.2
You must attach the applicant firm’s compliance procedures manual.
The compliance procedures manual must be specifically tailored to the applicant firm's proposed business, and should be designed to be easy to use, amend and to keep up to date. 
2.1.3
You must confirm that all senior management of the applicant firm are aware of and understand the compliance procedures.
No additional notes. 

2.1.4
You must attach the applicant firm’s compliance monitoring programme for 12 months from authorisation.
The applicant firm must establish, maintain and carry out a programme of actions to check it carries on, and continues to carry on, its business in compliance with the applicable FCA Rules and Guidance, and line with its compliance procedures, at all times.

The compliance monitoring programme must be relevant to, and tailored to reflect, the applicant firm's proposed business. Each applicant firm's compliance monitoring programme will therefore be unique.

A compliance monitoring programme must describe the actions that will be taken to ensure that the applicant firm carries out its business in accordance with the FCA principles for business, it must describe:

• testing to be carried out; 

• how often;

• by whom – the role of the person responsible for testing (for example the compliance officer, training and competence officer, money laundering reporting officer); and 

• records to be retained evidencing the testing carried out. 

The compliance monitoring programme must be approved by the relevant compliance oversight body in the applicant firm. 

 FORMCHECKBOX 

2.2

Internal audit arrangements

2.2.1
Will the applicant firm have an internal audit function?


Internal audit structure and resources

It is the responsibility of the governing body to ensure that it has an independent internal audit organisational and reporting structure in place, adequately resourced with staff of relevant experience and skills, appropriate to the size and complexity of its business.  Provide, relevant to the applicant firm, structure charts and a description of how the internal audit arrangements will be set up and operate in practice. 



Internal audit methodology

The internal audit methodology should be a risk-based methodology appropriate to the scope, size and complexity of the applicant form’s proposed business.



Internal audit Plan for 12 months from authorisation 

The applicant firm must establish, maintain and execute an internal audit programme to assess adherence to, and the effectiveness of, internal systems and controls, procedures and policies including the quality of risk management systems.

The internal audit programme must be relevant to, and tailored to reflect, the applicant firm's proposed business. 

The internal audit programme must be approved by the Audit Committee or relevant internal audit oversight body in the applicant firm.

2.3

Risk Management


We need to be satisfied that the applicant firm has in place an appropriate risk management framework, both when we authorise it and on an ongoing basis.

2.3.1
Describe the applicant firm’s risk appetite and the manner in which this is established, including any deviation from its proposed business plan.
We will need to understand how the applicant firm will decide on which customers to lend to, what limit triggers are in place and the associated escalation procedures. 

The applicant firm must provide us with a statement of risk appetite described in measurable metrics.

2.3.2
How will risks be identified, controlled/mitigated, monitored and reported?
Here the FCA is seeking to understand the applicant firm’s proposed risk management framework and who will have overall responsibility for risk management. 

In addition, if the applicant firm has established a three lines of defence model, provide details of the first, second and third lines of defence. 

2.3.3
Explain the types of risks the business faces indicating in each case whether the level of risk is perceived as high, medium or low, and outline the strategy for managing that risk.
In addition to risks identified by the applicant firm, the following risk areas must be covered:
· credit risk;

· market risk; and

· operational risk.

2.3.4
Describe the processes, systems and controls that will be implemented for each department.
The applicant firm should consider, but not be restricted to, the following:

· Describe how the applicant firm manages its credit risk.  Where applicable this should include:

i. procedures for sanctioning new business;

ii. approaches to assessing affordability, including the affordability calculation, what the applicant firm accepts as income (including commission, bonuses, overtime, etc), assessment of self-employed income/accounts and periods over which income is assessed; and

iii. the procedure for provisioning for bad and doubtful debts.

· Describe the controls over sanctioning new business, liquidity and funding, IT, and details on segregation of duties.

· Outline the person(s) responsible for financial reporting, including preparing regulatory returns.

· Indicate the staffing levels in each area.

· Describe proposed staff training.

· Explain the Internal audit, compliance and risk management arrangements.

· Provide details on the procedure for approving new products.


2.4
Other policies

2.4.1
You must attach the applicant firm’s Trading book policy.

No additional notes. 


2.5
Training and competence (T&C) regime

2.5.1
You must attach the applicant firm’s T&C regime or arrangements.
A firm must employ personnel with the skills, knowledge and expertise necessary for discharge of the responsibilities allocated to them. The T&C arrangements must cover all levels of personnel (including relevant persons working on behalf of the firm). You should refer to competency requirements in relevant parts of the Handbook, including SYSC, SUP 10 and APER (Approved Persons) and TC and other relevant conduct of business sourcebooks relevant to the proposed business. 

2.5.2
Is the applicant firm applying for permission to advise on regulated mortgage contracts?
The applicable advising regulated activities are advising on regulated mortgage contracts, advising on a home reversion plan, advising on a home purchase plan, and advising on investments (in general (non-investment) insurance contracts).

If the applicant firm is applying for permission to carry out any advising regulated activities, it must ensure that the T&C regime or arrangements must describe in detail the applicant firm's procedures for assessing the competence of staff to advise customers on regulated products.

Members of staff who advise on any regulated mortgage contracts (including regulated lifetime mortgage contracts) do not perform a controlled function. However, they still need to be assessed as competent to do so. So the applicant firm will require its own internal training and competence procedures for such staff (refer to TC 2 for guidance).
2.5.3
You must attach the applicant firm’s knowledge and competence policy.

No additional notes. 

2.6

Specific compliance areas – MCOB


2.6.1
Home finance business documentation table
The requirement for a mortgage lender to have a written responsible lending policy is set out at MCOB 11.6.20R. If the applicant firm is not applying for permission to carry on the regulated activity of entering into a regulated mortgage contract, this requirement will not apply to it.

Refer for guidance to MCOB 5 (illustration), MCOB 6.4 (offer). 

The applicant firm must also provide the procedures which will be in place for ensuring that the policy is adhered to. The FCA recognises that these procedures may also cover the credit policy and other relevant polices. 



Credit policy and execution only policy 

The applicant firm must also provide the procedures for ensuring that the policy is applied. 

The procedures must be of sufficient detail to enable an individual, who is unfamiliar with the process, an understanding of how the policy is applied, including the factors and criteria referred to for decision making and the controls in place to ensure that the policy is adhered to.

	3
	Prudential requirements



3.1

Professional Indemnity Insurance (PII)

3.1.1
Is the applicant firm applying for permission to carry on either any regulated home finance mediation activities and/or any regulated general insurance mediation activities?

No additional notes.

3.1.2
Will the applicant firm have PII cover that complies with the minimum standards set out in the Handbook from the date of authorisation?

Refer to MIPRU 3.2 for further guidance.

To answer 'yes' to this question, the applicant firm must have a quotation from a PII provider.

You should answer 'yes' to this question if all excesses and exclusions identified in the PII policy have been satisfactorily covered. For example, the applicant firm has adequate capital resources, or has made sufficient arrangements to mitigate high excess(es) or increased excess(es) for specific business types.  We would not expect the applicant firm to have exclusions for specific business types.

3.1.3
You must provide details of cover.

Home finance mediation activity
	Limits of indemnity

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

Cover per claim equal to €460,000.
· Aggregate claim

Subject to cover equal to €750,000.


	 Policy excess


	Type of firm

Maximum permitted excess

Home finance intermediary that does not hold client money or client title documents

£2,500 or, if higher, 1.5% of annual income
Home finance intermediary that does hold client money or client title documents

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

A firm can hold an excess that is higher than the limits shown in the table above if it holds 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, a firm can hold an excess that is higher than the limits shown in the table above if it holds additional capital as required by our rules in MIPRU 3.2.14R.

	Amount of additional capital required for increased excess(es)
	If the policy has exceeded the prescribed limit you must calculate the amount of additional capital required. Please refer to the table in MIPRU 3.2.14R.

You must ensure that any requirement to hold additional capital must be taken into account when calculating the applicant firm's capital resources requirement.


General (non-investment) insurance mediation activities
	Limit of indemnity
	Our rules require a firm's professional indemnity insurance to provide specified minimum levels of cover. 

If the applicant firm is subject to the Insurance Mediation Directive (IMD) you should state the applicable limits in Euros.

In relation to the applicant firm's insurance mediation activities, the policy must provide at a minimum the following:
· Single claim

Level of cover at least €1m per claim.

· Aggregate claim

Level of cover of €1.5m or, if higher, 10% of annual income.

In each case subject to an upper limit of £30m cover.

	Policy excess


	Type of firm

Maximum permitted excess

Insurance intermediary that does not hold client money or client title documents

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

Insurance intermediary that does hold client money or client title documents

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

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

	Increased excess(es)


	If the excess limit exceeds the prescribed limit shown above for any specific business type, please state the increased level of excess for each business type(s).

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

	Amount of additional capital required for increased excess(es)
	If the policy has exceeded the prescribed limit you must calculate the amount of additional capital required. Please refer to the table in MIPRU 3.2.14R.

You must ensure that any requirement to hold additional capital is taken into account when calculating the applicant firm's capital resources requirement.


	4
	Governance




4.1

Governance arrangements, responsibilities and controls

4.1.1
Assessment of the Board.

You must provide details of:

· the firm’s assessment of what skills and experience are required collectively by the Board for the business model proposed;

· the gaps identified in the proposed Board against the collective skills and experience assessment;

· the plans to resolve the gaps identified; and

· the recruitment process, including such areas as compliance with diversity and equality legislation.

No additional notes

4.1.2
Job descriptions for each individual for whom the applicant firm is applying for approval to perform a significant influence Controlled Function.

The job descriptions should clearly outline: reporting lines, objective of the role, description of duties and responsibilities, decision making authorities, what happens when the person who holds the role is not contactable / unavailable for a period of time. This list is not exhaustive.

4.1.3
Individual assessment of competence and capability to perform the role.

You must provide this assessment, in relation to the role, for each individual for whom the applicant firm is applying for approval to perform a significant influence Controlled Function.

The assessment of competence should consider the competencies required for the role, actual competence and an explanation of how any competency gaps will be assessed.

4.1.4 Board and executive committees, terms of reference and membership.

As well as assessing the individual directors, we will consider the collective suitability of the board / governing body. We would usually expect the board to be able to act independently of any controller or parent undertaking, and for an adequate proportion of the board to have relevant experience of working in a regulated home financing company of similar size and nature of business. 

We consider that non-executive directors, with appropriate experience, may help to provide the necessary skills and balance on the board.  The authorisation department at the FCA should be consulted if there is any doubt regarding the suitability of the composition of the proposed board. 

4.1.5
Provide details of the Management Information (MI) that will be provided to the board, and executive committees and key individuals. Please also state the frequency that this MI is presented to the board, senior committees and key individuals.

No additional notes.
4.1.6
Explain how the remuneration of management will be structured.

Here we are seeking to understand how the applicant firm’s management and key people are remunerated and incentivised, including the factors that are taken into account when distributing bonuses.

	5
	Infrastructure




5.1

IT systems

5.1.1
You must provide a high level overview of intended IT systems. 
Provide a high-level description of IT systems to be employed across the proposed business, identifying whether these are existing proven systems or in development.
5.1.2
You must confirm whether the applicant firm will use new or existing core IT systems.
No additional notes

5.1.3
Will the applicant firm's IT systems applications interface with customers/counterparties?
The IT systems applications will automatically interface with customers/counterparties, for example, in such circumstances when:

· they receive transactions automatically, e.g. from the internet;

· they generate transactions to a third party, e.g. for electronic transfer of payments/payments instructions, confirmations, customer deposits; or

· they generate payments via the internet.

5.1.4
You must confirm that the applicant firm will be able to meet the FCA Reporting requirements relevant to the new regulated business scope.
Refer to SUP 16 for core reporting requirements.  You should refer to other sections of the Handbook relevant to the proposed scope of your business to identify any other reporting requirements that may be applicable.

	6
	Fees and levies 




Firms fall into fee-blocks according to their permission. Generally, if we authorise the applicant firm to carry on home finance business, it will be allocated to fee-block A.2 – Home finance providers and administrators.

Depending on its other permissions, an applicant firm authorised to carry out home finance business may also be allocated to one or more of the following fee-blocks and its FOS and FSCS equivalents as applicable:

	Type of business
	Fee-block

	Home finance mediation

General insurance mediation
	A.18 – Mortgage lenders, advisers, and arrangers

A.19 – General insurance mediation


To find out which fee-block(s) the applicant firm will fall into please see FEES 4 Annex 1A of our Handbook: http://www.fshandbook.info/FS/html/FCA/FEES/4/Annex1A 
The fee for each fee-block is based on tariff data submitted within Section 6. We use your answers to calculate your firm’s fees and levies for the first fee period following authorisation. We will also use this for calculating fees in the second fee period for firms authorised between 1 January and 31 March. 
Please ensure the data you submit is accurate and based on best estimates as we will only accept changes to the data provided here in exceptional cases; for instance where the business plan has been revised during the authorisation process. See FEES 4.2.7A G and 4.2.7B R: www.fshandbook.info/FS/html/FCA/FEES/4/2  
When reporting monetary fee tariff data, applicant firms should provide a projected valuation, covering the first 12 months from the date of authorisation.  This should be measured according to the relevant tariff base(s). Monetary figures should be denominated in GBP. 

All authorised firms pay a minimum fee 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. 

If you need further help with completing Section 6, please contact our helpline on 0300 500 0597.
FCA fees


6.1
Fee-block A.2 Home finance providers and administrators



How many new mortgages, home purchase plans, home reversion plans and regulated sale and rent back agreements / contracts does the applicant firm estimate it will enter into in the first year of authorisation?

How many such contracts does the applicant firm estimate it will administer, as at the end of its first year of authorisation? (Please multiply this number by 0.05 for home finance outsourcing firms, and 0.5 for all other firms.)

A firm authorised as a home finance lender and/or administrator will be allocated fee-block A.2. A firm will also be in A.2 if it carries out this activity on an outsourced basis on behalf of a provider or a primary administrator.  

Home finance outsourcing firms are firms with permission for administering regulated home finance contracts, but not to enter the contract as a lender. 

Mortgages, home purchase plans, home reversion plans and regulated sale and rent back agreements administered include those that the firm will administer on behalf of other firms. 


6.2
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 activities? This includes home purchase and reversion plans as well as regulated sale and rent back agreements.  
Firms authorised for home finance mediation business will be allocated to fee-block A.18.  The applicant firm is required to report the amount of annual income it 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. 

Note for Home finance providers: an applicant firm should report value of new mortgage advances and amounts in respect of home finance transactions anticipated in the first year of trading. This should be multiplied by 0.004.

See the fees section of our website for detailed guidance on this fee block, please select A.18. 


6.3
Fee-block A.19 General insurance mediation



How much annual income does the applicant firm estimate for the first year of authorisation in relation to its non-investment contracts (including pure protection business) business?
Firms authorised for general insurance mediation business will be allocated to fee-block A.19. The applicant firm is required to report the amount of annual income it estimates it will receive from such business from the first year of business, i.e. over 12 months from the date of authorisation. 

General insurance mediation activities include general insurance contracts, pure protection contracts and connected travel insurance contracts. 

See the fees section of our website for detailed guidance on this fee block, please select A.19.

The Money Advice Service Levy

The data provided under the Regulatory fees section above will be used to calculate most of the MAS fees with the exception of the debt advice levies.

6.4

Fee block MA02 – Debt advice levy – Home finance providers and administrators



Secured debt



What is the GBP value of all regulated and non-regulated residential loans to individuals – the sum of gross unsecuritised and securitised balances – that the applicant firm estimate for the first year of authorisation?

A firm with permissions for fee block A.2 is also required to provide data for MAS fee block MA02.

The tariff base is the GBP value of any residential loans to individuals being the sum of gross unsecuritised and securitised balances that the applicant firm estimate for the first year of authorisation.  

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 applicant firm will not conduct any business with eligible complainants, it can apply for an exemption from the FOS levy.  We define an 'eligible complainant' under DISP 2.7 of the Handbook: http://www.fshandbook.info/FS/html/FCA/DISP/2/7 . Please complete the declaration section on the supplement to apply for an exemption. 


6.5
Fee-block I001 Deposit acceptors, home finance providers and administrators 



How many relevant accounts does the applicant firm estimate it will have at the end of the first year of authorisation? 
For ombudsman general levy, deposit acceptor, home finance lenders and administrators are in the same fee-block – I001. The FOS tariff measure for firms in block 1 (excludes credit unions) is ‘number of accounts’ relevant to the activities listed above. 

Please report only those accounts to be held by consumers. An account need only be counted once even if it is relevant to two or more activities. 
See FEES 5 Annex 1: 
http://www.fshandbook.info/FS/html/FCA/FEES/5/Annex1 for detailed notes on this fee block. 


6.6
Fee-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 home finance mediation? 
The data submitted here is to calculate the firm's FOS levy in relation to home finance mediation business.

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

See FEES 5 Annex 1: http://www.fshandbook.info/FS/html/FCA/FEES/5/Annex1 for detailed notes on this fee block. 


6.7
Fee-block I017 General insurance mediation



How much relevant annual income does the applicant firm estimate for the first year of authorisation in relation to its non-investment insurance (including pure protection) contracts?
The data submitted here is to calculate the firm's FOS levy in relation to general insurance mediation business. 
Please only include income in relation to consumers.  If the firm's entire general insurance mediation business will be conducted with consumers then the data you report here will be the same as that reported under fee-block A.19.

See FEES 5 Annex 1: http://www.fshandbook.info/FS/html/FCA/FEES/5/Annex1 for detailed notes on this fee block. 
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.

A newly authorised firm’s first invoice will only cover the base costs of the FSCS levy, which is based on the firm’s FCA fees. From the subsequent fees period the firm will be liable for the full FSCS levy. The tariff data provided here will be used to calculate the firm’s FSCS levy in the second fee year if the 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 the handbook for a detailed list of persons that qualifies for FSCS compensation http://www.fshandbook.info/FS/html/FCA/COMP/4/2 
If the applicant firm will not do 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 supplement to apply for an exemption.


6.8
Class SB02 General insurance intermediation 



How much annual eligible income does the applicant firm estimate for the first year of authorisation in relation to non-investment intermediation insurance contracts (excluding pure protection)?
The data submitted here is to calculate the firm's FSCS levy in relation to general insurance mediation contracts only. Income expected from intermediation activities relating to pure protection business should be excluded and reported in class SC02 where applicable. 

Detailed information on how to calculate AEI for SB02 is provided in the fees section of the website: www.fshandbook.info/FS/html/FCA/FEES/6/Annex3 


6.9
Class SC02 – Life and pensions mediation



How much annual eligible income does the applicant firm estimate for the first year of authorisation in relation to its life and pensions mediation (including pure protection) business only? 

The data submitted here is to calculate the firm's FSCS levy in relation to life and pensions investments and long-term insurance contracts mediation activities including pure protection business. 

Detailed information on how to calculate the annual eligible income (AEI) for SC02 is provided in the fees section of the FCA website and in the Handbook under FEES 6, Annex 3: http://fshandbook.info/FS/html/handbook/FEES/6/Annex3.

6.10
Class SE02 Home finance intermediation

How much annual eligible income does the applicant firm estimate for the first year of authorisation in relation to home finance intermediation? 
The data submitted here is to calculate the firm's FSCS levy in relation to home finance intermediation business, i.e. advising and arranging a home finance transaction.  Home finance providers /lenders should report income for home finance arranging activities here (refer to A.18 note). 

Detailed information on how to calculate AEI for SE02 is provided in the fees section of our website: www.fshandbook.info/FS/html/FCA/FEES/6/Annex3. 

Declaration of ongoing FCA fees liability


6.11
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 case trading or submitted an application to cancel.
No additional notes

Declaration of FSCS and the ombudsman service exemption


6.12
The ombudsman service exemption – if the applicant firm will not carry on business with eligible complainants and do not foresee doing so in the immediate future, please tick the box below.
Please read the FOS exemption guidance before completing this section.

Applicant firms that will not conduct business with eligible complainants qualify for exemption from the FOS levy. Exemption will mean the applicant firm will not have to pay a FOS levy.

For example, if this application has highlighted that the applicant firm will conduct business with retail clients, then an exemption is unlikely to be available. This is because retail clients are likely to qualify as eligible complainants. 

If the applicant firm will not carry out business with eligible complainants, please tick the relevant box within the declaration section on the supplement. If at any point in the future the applicant firm is to initiate business with eligible complainants, it must notify us immediately.


6.13
FSCS exemption – if the applicant firm will not carry on business that could give rise to a protected claim by an eligible claimant and does not foresee doing so in the immediate future, please tick the box below.
If you require further assistance, please read the FSCS exemption guidance before completing this section.

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 there 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 glossary for the full list of non-participant firms:

http://www.fshandbook.info/FS/html/FCA/COMP/4/2 . 
For example, if this application has highlighted that the applicant firm will conduct business with retail clients, then exemption is unlikely to be available. This is because retail clients are likely to qualify as eligible claimants. For a full definition of an 'eligible claimant' see COMP 4.2 of our handbook: 

www.fshandbook.info/FS/html/FCA/COMP/4/2 

If the applicant firm will not conduct business with eligible claimants, please tick the relevant box within the declaration section of the supplement.  If at any point in the future the applicant firm is to initiate business with eligible claimants it must notify us immediately.
Online Invoicing

6.14
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 that you should read before completing this form


The notes that accompany this form will help you to answer the questions (these can be found on pages 16-32). They also explain why we require the information we ask 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 home finance providers and/or administrators 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'. Where there are no options given, you must include the document or information with this application.
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Please take time to read these notes carefully.  They will help you to fill in the above supplement form correctly.





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








If after reading these notes you need more help please:


check the FCA website;


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


call the FCA Customer Contact Centre on 0300 500 0597; or


email the FCA 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 Handbooks.








Terms in this form


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;


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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