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THE APPOINTED REPRESENTATIVES REGIME IN BRIEF

An Appointed Representative (AR) is a firm or person who carries on regulated activities on 
behalf of a company authorised directly by the FCA. The directly authorised firm is known as 
the AR’s “Principal”. The Principal is responsible for the regulated activities of the AR, and must 
answer to the FCA for any misconduct by the AR. 

ARs and their Principals are responsible for a disproportionate percentage of complaints. 
The FCA has produced a number of reports highlighting poor oversight by the Principals 
of their ARs. Problems with the AR regime were highlighted at political level by the failure 
of Greensill Capital, which operated as an AR. The report by the Treasury Select Committee 
recommended that the FCA consider reforms to limit the scope of the AR regime, and 
to reduce opportunities for abuse. On top of the FCA’s Policy Statement, the Treasury are 
currently considering legislative changes to the AR regime.

The Financial Conduct  
Authority (FCA) has published  
a Policy Statement and final  
rules tightening the oversight of 
Appointed Representatives (AR). 
The additional requirements will 
come into force on 8 December 2022. 
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H O W  H A S  T H E  A R  R E G I M E  B E E N  T I G H T E N E D ?

ARs’ Principals were already responsible for their ARs’ conduct, and were obliged to 
exercise adequate controls over their activities. The new requirements all fall on the 
Principals, as they are directly regulated by the FCA. They fall into two categories: 

•  Additional reporting requirements laid on the Principal, which will provide the FCA with a 
great deal more information about ARs;

•  Clearer and stronger expectations of the Principals’ oversight and responsibility for their ARs. 

P O S S I B L E  A D D I T I O N A L  L E G I S L AT I V E  C H A N G E S

The Treasury are considering the following changes to the legislative regime:

• Curtailment of “regulatory hosting;”

•  Preventing ARs in the AIFM space presenting themselves as asset managers;

•  Safeguards where the AR is larger than the Principal;

•  Tighter controls on overseas-based ARs;

•  Additional prudential capital requirements.
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WHAT SHOULD PRINCIPALS DO? 

WHAT SHOULD APPOINTED REPRESENTATIVES DO?

There are already regulatory requirements around 
Principals’ oversight of their ARs, related to adequate 
resources and controls. The FCA maintains that 
many Principals already meet most of the additional 
requirements. This may be the case, but even 
the formalisation of existing best practice to FCA 
documentation standards is a non-trivial task.  
Principals have only three months to do this.

Principals should examine the new requirements in  
detail, and take steps to meet any that are new to  
them by the 8 December deadline. Principals will of  
course need to communicate any additional  
requirements to their ARs. 

Action taken to meet the new requirements should  
be thoroughly documented in a way that can readily  
be provided to the FCA. This applies particularly to  
the requirements on Principals’ oversight of ARs. 

The annual self-assessment of compliance provides  
a useful framework for this. 

In keeping with their intended transformation into a  
data-driven regulator, the FCA will make use of the 
additional data they collect on ARs to make targeted 
supervisory interventions. So, in addition to complying 
with the FCA’s requirements, Principals would also be  
well advised to proactively review their relationships  
with ARs, consider carefully whether any of them fall  
into the categories that the FCA see as cause for concern 
(large numbers of complaints, changes in the AR’s business 
model etc), and take steps to remedy these in anticipation 
of regulatory intervention.

In some cases, complying with the FCA’s requirements  
may raise questions about the Principal’s business model 
and strategy. Once the extent of the new requirements  
is clear, Principals should review their business model  
with this in mind

Finally, Principals should look closely at the requirements  
of the new Consumer Duty, which comes into force in  
July 2023. For retail and SME business, the Consumer  
Duty’s emphasis on good customer outcomes will  
apply to their ARs’ business. 

The additional requirements are laid on the Principals, but of course the Principals cannot meet their reporting  
obligations if the ARs do not provide the information to the Principal. ARs should contact their Principal to  
establish how they intend to gather the information, and what they requires of their ARs. 

ARs should also take note of the circumstances which cause the FCA concern (AR larger than the Principal,  
rapid growth of the ARs’ business, overseas-based ARs, etc) to see if there are steps that can be taken to  
mitigate damage in the event of regulatory intervention.

Principals should examine 
the new requirements in 
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any that are new to them by 
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SUMMARY OF THE NEW REQUIREMENTS 

W H E N  A N D  W H AT  Y O U  N E E D  T O  N O T I F Y  T H E  F C A  A B O U T

•  Obligation to notify the FCA 30 days in advance of the appointment of a new AR, together with the information 
required above

• Principals should check annually whether the information about their ARs on the FCA Register is correct

•  Principals should provide information on complaints about ARs within 60 days of the Principal’s Annual Return date

•  Principals should provide information on AR revenue within 60 days of the Principal’s Annual Return date

R E S P O N S I B I L I T I E S  A N D  R E G U L AT O R Y  E X P E C TAT I O N S  O F  P R I N C I PA L S

•  Principals should put safeguards in place where they delegate functions to an AR

• Principals should assess the competence and capability of senior management at their ARs

• Principals should ensure that ARs do not act outside the scope of their appointment

• Principals should ensure that the resources allocated to oversight of ARs are adequate

•  Principals should review whether their oversight controls are adequate in circumstances to be determined  
by the Principal, but in any event when the AR’s business grows rapidly

• Oversight of ARs should be conducted to the same standard as if the AR were an employee

• Principals should ensure that an AR’s activities do not run undue risk of harm to consumers or market integrity

•  Principals should conduct annual reviews of each AR’s fitness and propriety, financial position, and the adequacy  
of their own oversight controls

• Principals should arrange for ongoing oversight of their ARs

• Principals should set out clearly the circumstances in which they will terminate a relationship with an AR

• When terminating a relationship with an AR, Principals should do so in an orderly manner

•  Each year, Principals should prepare a self-assessment document demonstrating their compliance with  
FCA policy, and the methodologies used to do so.

N O T I F I C AT I O N  R E Q U I R E M E N T S

Collection from Principals via a S.165 request of extensive data on ARs: 

•  Reason for the AR’s appointment

•  Nature of the regulated business of the AR

•  Nature of the non-regulated financial business of the AR

•  Nature of any services the AR provides to retail clients

•  Any previous relationship with another Principal, and why it was terminated

•  Name of the parent company, if the AR is part of a group

•  Whether individuals will be seconded from the AR to the Principal to carry out dealing or portfolio  
management activities

•  Estimated revenue in bands from regulated and non-regulated activities

•  Financial relationship between AR and Principal

•  Information on complaints about ARs within 60 days of the Principal’s Annual Return date

•  Information on AR revenue within 60 days of the Principal’s Annual Return date
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Contact

Michael Sicsic 
Managing Partner 
michael@sicsicadvisory.com

This publication has been written in general terms and we recommend that you obtain professional advice before acting or 
refraining from action on any of the contents of this publication. Sicsic Advisory Ltd accepts no liability for any loss occasioned 
to any person acting or refraining from action as a result of any material in this publication. Sicsic Advisory Ltd is registered in 
England & Wales under company number 11952418 and its registered address is at Lynwood House 373-375 Station Road 
Harrow HA1 2AW England.
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HOW CAN SICSIC ADVISORY HELP? 

The FCA wants to use their resources wisely to focus on higher risk firms. Principal 
firms (and senior management function holders) can lower their regulatory risk 
exposure by providing comfort to the FCA that their business models, governance, 
systems and controls consistently deliver good customer outcomes.  

Sicsic Advisory can support your firm with the following: 

Action to assess current status  
and / or respond to FCA

Action to  
improve performance

Support in responding to the FCA  
consultation and implementation of  

the enhanced requirements 

Developing training  
materials for ARs

Business strategy reviews considering  
the potential impact of increased  

regulatory focus

Design of AR due diligence  
and onboarding processes

Analysing both Principal firm and AR  
firm business plans to identify risks  

of potential customer harm

Development of  
management information

Principal firm governance effectiveness 
reviews including “oversight 

appropriateness” reviews

On-going audits/quality assurance  
reviews of ARs

AR operational practices reviews
Carrying out independent complaints  

root cause analysis

Carrying out resource and systems  
and controls gap analysis

Developing action plans

Quality assurance of  
FCA data reporting

Developing productive regulatory  
engagement strategies

Assessing adequacy of Senior Manager 
“reasonable steps” and personal  

exposure assessment 
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