11™ April 2007

Dear Complainant

Complaint against the Financial Services Authority (FSA)
Reference Number: GE-L0715

| am writing to advise you that | have now completed mystigation into your complaint.

At this stage | think it would be worth explaining my raled powers. Under the Complaints
Scheme (Complaints against the FSA - known as CQOA¥)role is as an independent
reviewer of the FSA’s handling of complaints. | hawe power to enforce any decision or
action upon the FSA. My power is limited to setting awt position on your complaint
based on its merits and then, if | deem it necessaan make recommendations to the FSA.
Such recommendations are not binding on the FSA and tAeid8&t liberty not to accept
them. Full details of Complaint Scheme can be foundth® internet at the following
website;http://fsahandbook.info/FSA/html/handbook/COAF

From your correspondence with my office, | understandr yoomplaint relates to the
following points:

You are unhappy that Firm A (your firm) has been invbider five Approved
Persons and not four, which has resulted in additional ifeeexcess of £2,000.00
being charged to the firm.

In your correspondence with the FSA, and my officej gay you accept the FSA bases its
calculation for a firm’s annual fees on the number ppdved Persons registered against the
firm on its Approved Persons Register orf' Flecember. You also say you accept that,
where a firm becomes authorised aftet' Becember, the FSA base the fees for the firm on
the number of Approved Persons recorded against the ffilne &ime authorisation is given.

From your correspondence with the FSA’s complaint lerdoelieve when you applied for
authorisation on 22 December 2005, you indicated to the FSA that your firm twasave
five Approved Persons. You also indicated that, whenyappfor authorisation, you used
the services of a compliance specialist who assigiedwth the authorisation process.

From the FSA’s file | understand that when you wermgleting your first Retail Mediation
Activity Return (RMAR) in May 2006 you discovered that aofethe Approved Persons
recorded against your firm, Mr X, was already registevild the FSA against his own firm
(Firm B). | also understand when you discussed the &iop of your RMAR return with
Mr X you discovered that he included the work he undert@okybur firm on Firm B’s
RMAR return.



Subsequently, on"5June 2006, you discussed this issue with the FSA’s fiwatact
Centre. As a result of these discussions it wdsytair firm was acting as an introducer,
rather than an adviser, for the activities undertakeMby. Additionally, as Mr X was
declaring these activities on Firm B’s RMAR return, iasvrecommended a “Notice of
Ceasing to Perform Controlled Function Form” (or ‘Fd@i should be submitted to remove
Mr X from your firm on the FSA’s Approved Persons Regis Although you did this, in
July 2006, you received your 2006/07 FSA fees invoice which wsedlan your firm having
five Approved Persons.

| can appreciate why you were unhappy that, despite sulgnitier'Form C’ in June 2006,
and Mr X being removed from your firm on the FSA’s Approwetsons’ Register, your
2006/07 fees were based on your firm having five rather tban Approved Persons.
However, although you feel the FSA has acted in anunfanner by insisting that you pay
the fee for five Approved Persons, you have not provided wiagm@ce to demonstrate any
wrong doing by the FSA.

The FSA complaint handler has explained (and you haeepted) that, when calculating a
firm's fees, the FSA base this information on the numideApproved Persons recorded
against the firm on 31December. As an alternative, the FSA’s complaamdier has also
explained (and again you accepted) that, where a firm istegtaauthorisation after 31
December (as in the case of your firm), the FSA bale its fees calculation on the number
Approved Persons recorded against the firm at the timeiasdtion is given.

When your firm applied to the FSA for authorisation off Z%cember 2005, you stated that
the firm would have five Approved Persons. When the §&ye your firm authorisation on
6" January 2006, five Approved Persons were also recorded agfaiostthe FSA's
Approved Person’s Register. As a consequence of this edleulating the fees due from
your firm for 2006/07, the FSA correctly based this on the Approved Persons recorded
against it on 8 January 2006 (the date when authorisation was given). ougth you
subsequently reduced the number of Approved Persons recordest 3gair firm, this does
not alter the fees payable by your firm for the reagwasiously explained.

In considering your complaint, | accept that Mr X skboubt have been recorded as an
Approved Person against your firm. However, | have alésidered that, when applying for
authorisation, you took advice from an independent congdiamonsultant (rather than the
FSA). Accordingly, I must conclude that it was thanptiance specialist who will have
provided you with specific guidance on the individuals (inclgdvir X) who needed to be
recorded as Approved Persons under your firm as part difrtiie authorisation process.

| appreciate that the additional fee which is payableyrat&€2,000, is a considerable amount
of money to a firm, especially one in its infancywewer from the information | have there

is nothing to suggest that the FSA has acted inappropriatehas breached any of its rules.
From both the FSA’s file, and your correspondence,lieve that the FSA has correctly

calculated your fees based on the number of Approvedri®eyso indicated you would have

on the application form you provided.



The FSA calculate its budget, and therefore the feesi@ypy all the firms it regulates, from
the information held on its Approved Persons’ registé&13 December each year. Once the
FSA has calculated its budget, and the amount payabldifoy, at is unable to alter the level
of fees payable by a firm (or make a refund) unlessitheésfcircumstances are believed to
be exceptional.

Your suggestion of paying a reduced periodic fee for the 2007/08tgeake account of the
over payment you made during the 2006/07, year would amountefuradrof a fee. As,
having viewed your complaint, | do not believe that your onstances are exceptional; |1 do
not believe that this would be appropriate.

| am sorry, but your complaint cannot be upheld and amsegoence the whole fee remains
payable in full.

Yours sincerely,

Sir Anthony Holland
Complaints Commissioner



