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29 April 2013

Nadia Calvifio

Deputy Director General for Directorates F,G and H — Financial services policy
European Commission

Directorate General for Internal Market and Services

Communication Unit

B-1049 Brussels

Belgium

Dear rLacL\:a )

Replacement of the Financial Services Authority by the Financial Conduct Authority
and the Prudential Regulation Authority and the Bank of England as the Competent
Authority for certain Directives and Regulations

As you will be aware, the UK Government has undertaken a broad programme of financial
reform in response to the global financial crisis. Key elements of this reform package are the
changes to the UK'’s system of financial regulation and supervision. The purpose of this letter
is to notify you of the replacement of the Financial Services Authority (FSA) with new
regulatory authorities.

The UK has created a system where responsibility for each facet of financial stability is clearly
divided among the different regulatory and supervisory authorities. The Financial Services Act
2012 provided for the creation of:

e an expert macro-prudential authority, the Financial Policy Committee (FPC) within the
Bank of England to monitor and respond to systemic risks in the financial sector;

» afocused micro-prudential supervisor, the Prudential Regulation Authority (PRA), to
supervise firms that manage complex risks on their balance sheets - specifically, all
deposit takers, insurers and some large investment firms; and

» afocused conduct of business supervisor, the Financial Conduct Authority (FCA), to
ensure that business across financial services and markets is conducted in a way that
advances the interests of all users and participants. The FCA is also responsible for
the prudential supervision of financial services firms not regulated by the PRA.

This new system came into effect on 1 April 2013.

The Tables in Annex A indicate which of the new UK authorities replace the FSA as the
Competent Authority or Authorities in respect of the relevant Directives and Regulations. Table
1 indicates which authorities are competent authorities for passporting purposes, and for
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remaining purposes, in respect of European legislation which contains passporting provisions.
Table 2 indicates which authorities are competent authorities for the purposes of European
legislation which does not contain passporting provisions.

This letter therefore constitutes the formal notice of information to the Commission of the
designation of the new Competent Authority or Competent Authorities as a result of these
replacements, for the purposes of each Directive or Regulation which requires a formal
designation, notice or information, and the Tables in Annex A indicate the provision under
which any such designation, notice or information is made. Where a Directive or Regulation
uses the term “supervisory authority”, the use of the term “competent authority” in this letter is
intended to mean supervisory authority.

Additionally, this letter constitutes notice of the designation of the FCA as the single competent
authority as a contact point for the purposes of article 56 of MiFID', and of the Bank of
England as the single authority responsible for co-ordinating co-operation and exchange of
information for the purposes of article 22 of EMIR?.

This letter does not cancel or replace the role or designation as a Competent Authority
of any authority other than the FSA. For example, the UK courts are a competent authority
for the purposes of various Directives and Regulations listed in Annex A: this letter does not
affect the status of the courts as a competent authority.

Where more than one UK authority is the competent authority, the role of each will reflect their
domestic responsibilities and objectives as a firm’s supervisor, as set out in the Financial
Services and Markets Act 2000 and the subordinate legislation which underpins that Act.

In general, a firm’s supervisor will either be (i) the FCA or (ii) both PRA and FCA, depending
on whether the activities a firm undertakes fall within the Financial Services and Markets Act
2000 (PRA-Regulated Activities) Order 2013. In summary, the activities which are PRA-
supervised are: effecting or carrying out contracts of insurance, accepting deposits and, in
certain cases, dealing on own account in relation to MiFID financial instruments. Where a firm
carries out PRA-supervised activities, it will be subject to dual supervision - by the PRA
generally in regard to prudential issues and the FCA in respect of conduct matters. Firms
which do not carry out PRA-supervised activities will be supervised by the FCA alone, in
respect of both prudential matters and conduct matters.

Annex B sets out contact details for the new Competent Authorities.

| am copying this letter to Steven Maijoor at the European Securities and Markets Authority,
Andrea Enria at the European Banking Authority and Gabriel Bernardino at the European
Insurance and Occupational Pensions Authority to allow them to update their information as
necessary, and in accordance with the obligations to notify or inform which are listed in Annex
A. | am also copying this letter to Paul Tucker at the Bank of England, Andrew Bailey at the
Prudential Regulation Authority and Martin Wheatley at the Financial Conduct Authority.

' “MiFID"” means Directive 2004/39/EC of the European Parliament and of the Council of 21 April 2004 on
markets in financial instruments.
? “EMIR” means Regulation (EU) No 648/2012 of the European Parliament and of the Council of 4 July 2012 on
OTC derivatives, central counterparties and trade repositories.
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The letter will also be made available on the internet for the benefit of the public, firms, and
competent authorities in other Member States.

Yours sincerely,

f W2 JatBi

Nikhil Rathi
Director, Financial Services
Nikhil.Rathi@hmtreasury.gsi.gov.uk
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