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Remuneration Policy 

	

	Template Guidance Notes 
This document details the firm’s Remuneration Policy.
Guidance notes and instructions are highlighted in yellow.
Red text indicates personalisation is probably required.
Specific Considerations
This template is suitable for an Article 3 firm.
For other types of firms, including BIRPU firms, please seek specific guidance.
When the FCA provides updated guidance, it is recommended that these procedures be reviewed. 
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[bookmark: _Hlk73033402]Firm name will ensure that it has no financial incentives for staff that could potentially have a negative effect on its clients.  It will not remunerate or assess the performance of staff in a way that conflicts with its duty to act in the best interest of its clients or create incentives for staff to sell products inappropriately.
Appropriate remuneration practices are relevant for sound and effective risk management of firms.  We will undertake a review of our process on at least an annual basis.
What is the purpose of the rules?
The FCA do not prescribe how firms should, or should not, incentivise their staff, however standards for firms are clear. Principle 3 of the FCA’s Principles for Businesses states that ‘a firm must take reasonable care to organise and control its affairs responsibly and effectively, with adequate risk management systems’.  Therefore, the FCA expects firms to apply Principle 3 and SYSC when developing incentive schemes for their staff and to have a mitigation strategy in place to manage any risk of mis-selling to consumers that might occur.
Consumer Duty Alignment
In accordance with the Consumer Duty, the firm ensures that its remuneration policies and practices support the delivery of good outcomes for retail customers. Remuneration arrangements are designed and operated in a manner that:
· Supports staff to act in good faith towards customers
· Avoids creating incentives that could reasonably be expected to cause foreseeable harm
· Supports staff to enable and support consumer understanding throughout the customer journey
The firm recognises that remuneration is a key driver of behaviour and culture and, as such, plays a material role in the firm’s ability to deliver good consumer outcomes on an ongoing basis.
This is done by ensuring remuneration structures do not encourage behaviours that place the interests of staff or the firm ahead of those of customers. When designing, operating and reviewing remuneration arrangements, the firm considers whether incentives could reasonably undermine good faith, including where commercial pressures or performance targets exist.
Senior management oversight of remuneration includes consideration of whether remuneration arrangements remain aligned to the firm’s duty to act honestly, fairly and in the best interests of its clients, having regard to customer outcomes and conduct risks identified across the business.
In respect of retail clients, MiFID II strictly prohibits any remuneration, sales targets or other arrangements which could provide an incentive to staff to recommend a particular financial instrument when another product would better suit that client’s needs.
Remuneration forms part of the culture and governance priority. As a key driver of behaviour, remuneration of senior and risk-taking staff is an important area of focus, to make sure that risk and reward are aligned.
Implementing appropriate remuneration policies and practices helps to ensure appropriate outcomes and reduces the likelihood of harm. 
Firm name must be able to demonstrate how their remuneration practices lead to appropriate outcomes and show the effectiveness of its governance arrangements in identifying, managing and mitigating the risk of harm that inappropriate incentives may cause. 
What are the risks to our clients?
Incentive schemes can increase the risk of poor outcomes for clients. The likelihood of mis-selling increases when the value of incentives available to sales staff increases, or when incentives make up a high proportion of a remuneration package for sales staff. Customers are likely to lose out if: 
· Sstaff are rewards through material incentive schemes based on sales volumes, fee income or similar measures; 
· Iincentive schemes include features that are harder to manage; 
· Mmanagement do not understand how the specific features, complexity and value of their incentive schemes could increase mis-selling; and/or 
· 
· pPoor quality sales or mis-selling are not adequately reflected in the eligibility for, or level of, incentive payments.
· 
Avoidance of Foreseeable Harm
In line with the Consumer Duty, the firm assesses whether its remuneration arrangements could reasonably be expected to cause foreseeable harm to customers. This includes consideration of whether incentives could:
· Encourage the sale of products or services that are not aligned to a client’s needs or objectives
· Favour higher‑charging, more complex or less suitable solutions
· Discourage appropriate challenge, alternative solutions or client disengagement where advice is not suitable
Identified risks are mitigated through appropriate controls, governance oversight and monitoring, and remuneration arrangements are amended where risks to consumer outcomes are identified.
What are the principal requirements?
Firm name must make sure its remuneration policies and practices are consistent with and promote sound and effective risk management.
This includes the following:
· Deferring a certain proportion of relevant bonuses over a number of years, including greater proportions and longer periods for the most senior and highly paid staff.
· Awarding a certain proportion of a bonus in shares, share-linked instruments or other equivalent non-cash instruments (or units of shares of the alternative investment fund for firms subject to SYSC 19B or units or shares of the UCITS, equivalent ownership interests in the UCITS, share-linked instruments relating to the UCITS concerned, or equivalent non-cash instruments with equally effective incentives). These shares or instruments should be subject to an appropriate retention period.
· Ensure guarantees are only given in exceptional circumstances to new hires for the first year of service.
· Ensure senior management adopts and periodically reviews the general principles of the firm’s remuneration policy and ensure its implementation as well as disclosure of details of their firm’s remuneration policies at least annually.
· Variable remuneration is risk-adjusted and ensures performance is assessed with respect to financial and non-financial factors and is based on the overall performance of the firm, relevant business unit and the individual concerned.
· Ensure that any variable remuneration, including a deferred portion, is paid or vests only if it is sustainable according to the financial situation of the firm as a whole, and justified on the basis of the overall performance of the firm, the relevant business unit and the individual concerned.
Firm name is subject to SYSC 19F which means it must ensure that its remuneration policies and practices:
· Ddo not remunerate or assess the performance of staff in a way that conflicts with their duty to act in the best interests of the firm’s clients
· Eensure that client interests and the right to be treated fairly are not impaired by the remuneration practices adopted by the firm in the short, medium or long term
Price and Value Considerations
In line with the Price and Value outcome under the Consumer Duty, the firm considers whether remuneration arrangements could reasonably be expected to influence product or service selection in a manner that does not deliver fair value to customers.
Remuneration structures are reviewed to ensure they do not incentivise the promotion of products, services or charging structures that could result in poorer value outcomes for clients when compared to reasonable alternatives.
Monitoring and Management Information
The firm uses management information to assess whether remuneration arrangements continue to support good consumer outcomes. This may include, where relevant:
· File review outcomes and quality assurance findings;
· Complaints data and root cause analysis;
· Consumer Duty monitoring and outcome testing;
· Indicators relating to vulnerable customers; and
· Trends or spikes in sales activity that may indicate increased conduct risk.
Relevant MI is reviewed by senior management and, where appropriate, informs decisions relating to remuneration structures, performance assessments and incentive outcomes.
Which staff does the remuneration policy in general affect?
· senior management
· risk takers and staff in control functions
· those earning in the same remuneration bracket as the above, whose professional activities have a material impact on the firm’s risk profile 
Governance and Oversight
Senior management is responsible for overseeing the firm’s remuneration arrangements and ensuring alignment with the Consumer Duty. This includes periodic review of remuneration practices to assess their impact on customer outcomes and to ensure that risks of consumer harm are identified, managed and mitigated.
Where issues are identified that indicate remuneration arrangements may be contributing to poor consumer outcomes, appropriate remedial action is taken and evidenced.

· Appendix – 1 – Remuneration Assessment
· In assessing the risk arising from the features of incentive schemes, firms should consider a wide range of mis-selling risks that may arise. They should consider factors such as type of product and the method of distribution, for example, advised or non-advised, face-to-face or telephone. Firms may need to take steps to remove features or change their incentive schemes if they are unmanageable
· In making changes to incentive schemes, or individual features, firms will need to identify any different risks that might arise from these changes and manage these effectively
	Measure
	Response

	Does the firm have any incentive features that are high risk because they strongly promote aggressive sales behaviour, and are they appropriately controlled
	 

	What management information is used to check for spikes and trends in the sales patterns of individuals to identify areas of increased risk
	

	Has any inappropriate staff behaviour been identified, particularly in face-to-face sales
	

	How is the firm managing the risk in any discretionary schemes
	

	How is the firm monitoring non-advised sales staff to ensure they are not giving advice
	

	What oversight is in place regarding the use of incentives with Appointed Representatives
	




	Is remuneration effectively 100% variable pay based on sales and if so, how is this risk being managed
	

	Has the way staff are remunerated been considered?  Could it cause them to act in a way that benefits them but is bad for clients?  How would you spot such activity?  Are there increased checks in place in the run up to a deadline that could impact on the adviser’s earnings?
	

	Do key performance indicators used take account of information captured
	

	Are extra monitoring measures in place for potentially suspicious or unusual activity, or extra monitoring for people who achieve increased levels of business (hence increased levels of renumeration)
	

	Do you proactively look to identify where customers could be misinformed or wrongly advised in a face-to-face conversation in a way that might not show up in a file review?  For example, does the firm call a sample of customer to independently verify their understanding of the products/service they have taken up, why it is suitable for them and the risk/costs/charges
	

	How does the firm satisfy itself that anyone speaking to clients is not putting their own interests before those of the client
	

	Can the firm demonstrate effective controls in any incentive-related areas
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