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The asset management sector has been gearing up for a hard
Brexit for some time, inevitably assuming a worst case
scenario. Indeed, for most asset managers there has been
some sort of starting point, with funds domiciled, and
management companies and operations, in other European
centres which could be enlarged or restructured.

Uncertainty though is the real problem. Even now, we still
have no news of the end position. We do though now have
some information on the potential transition plans which HM
Treasury, the FCA and, where relevant, the PRA are putting in
place.

In this Briefing Paper, we look at the recently published
transition plans, including the temporary permissions regime
or "TPR", as it might apply to asset management firms and
funds. Once we have further information of the details in the
Autumn with the likely deluge of statutory instruments from
the UK perspective, plus hopefully news on developments in
the negotiations and so the EU's position, we will update this
Briefing Paper — hopefully in October.

For now, we can usefully look at three areas: first, the current
negotiating position; secondly, the recently publicised
temporary permissions regime; and thirdly, a brief look at the
possible end game - starting to guess how asset managers
might plan for the post Brexit world.

The UK's negotiating position

Whilst we have no idea of the outcome of the negotiations, we
do have the recent publication of the Government's White
Paper "The future relationship between the United Kingdom
and the European Union" issued in July,' post the Chequers
Cabinet meeting, which sets out the UK Government's current
negotiating position. It moves the position on somewhat
because it makes it clear that the UK Government is no longer
trying to seek some of the options which might previously have
been on the table such as any mutual recognition regime.

Although the comments in the White Paper are quite general,
there are some key points for financial services firms to note
including the following:

® |tis recognised that the UK and the EU will not have current
levels of access to each other's markets, instead the UK is to
seek new arrangements on financial services that "preserve
the mutual benefits of integrated markets and protect
financial stability noting that these could not replicate the
EU's passporting regimes" (paragraph 7(b).

Whilst appreciating at paragraph 1.3 that the UK is world
leading in many services sectors including legal business
and financial services, there is no thought now of trying to
negotiate some sort of new customs arrangement for
services trade as is the case for goods. Paragraph 48 of the
White Paper puts it plainly: "This means that the UK is
proposing new arrangements for services and digital that
would provide regulatory flexibility, which is important for
the UK services based economy. This means that the UK
and the EU will not have current levels of access to each
other's markets."

Although the UK may seek a new economic and regulatory
arrangement for financial services, it is unclear what shape
that might take. It certainly would not seem to encompass
a mutual recognition system. Paragraph 60 is clear that
the UK can no longer operate under the EU's passporting
system as this is intrinsic to the Single Market of which it
will no longer be a member.

It is noted that both the UK and the EU will wish to
maintain autonomy of decision making and the ability to
legislate for their own interests. At least, taking rules
made by the EU is not accepted. Indeed, in many peoples'
book, this might have been the worst case scenario — UK
firms being subject to rules, the contents of which the UK
Government and UK regulators could not influence.

Third country equivalence regimes which are currently
available provide only limited access for some of third
country partners to some areas of the EU financial services
markets and are insufficient to deal with a third country
whose financial markets are deeply interconnected with
the EU's markets. The UK Government indicates the
following failings of these current limited regimes:

- no bilateral mechanism for the EU and the third
country to discuss changes to their rules on
financial services to maximise the chance of
maintaining compatible rules and minimise the risk of
regulatory arbitrage or threats to financial stability.

- insufficient tools for reciprocal supervisory, co-
operation, information sharing, crisis procedures
or supervision of cross border financial market
infrastructure;

- aneed for phased adjustments and careful
management of the impacts of change, so that
businesses can have a predictable environment;

1 HM Government White Paper entitled "The future relationship between the United Kingdom and the European Union” July 2018 (CM 9593)
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- some form of mediated solution is needed where
equivalence might be threatened by a divergence of
rules or supervisory practices.

And the overriding problem is that the current set of
third country equivalence regimes is so limited that
there are some services where currently no such regime
is available.

Key features of the UK position are set out in Appendix 1: one
of a set of slides published by the Government on 20 August.’

Effectively, the UK Government is arguing for a better version
for access to the EU via frameworks for equivalent third
country regimes than the existing third country provisions
currently offer. A bilateral arrangement between the UK and
the EU should hopefully deal with the above perceived
difficulties with the third country regimes at present. For
example, there is a suggestion of close supervisory co-
operation and a structured consultation process of dialogue at
political and technical level on regulatory matters "while
respecting the autonomy of each side's legislative process and
decision making". The UK has developed a proposal for how
this autonomy model could work — as set out in the slide in
Appendix 2. The key difficulty of course will be making sure
that any such system can be relied upon by firms wishing to
use it, such that firms trust its durability in order to base a
reliable business model on it.

One suspects that asset managers will remain sceptical unless
and until the current third party regimes can be demonstrably
and significantly improved on a bilateral basis. Of relevance to
asset managers, there are two limited options for MiFID
investment services, the AIFMD third country AIFM passport is
yet to be switched on; and no third country regime exists for
UCITS.

Also, this is the UK Government's current negotiating position
or wish list. We have no idea how the EU negotiating team will
respond or what the outcome of negotiations will be. There
may potentially be no deal.

Likely transitional arrangements

Given that time is marching on, firms need to work out how to
deal with matters in the immediate future, and in any
transitional period.

Just in case, we now have details of a "back stop" temporary
permissions regime for firms passporting into the UK.

Helpful papers were published in July 2018 by HM Treasury,
the Bank of England and FCA which indicate plans that would
effectively plug the gap should there be no Brexit deal —and
defer the issue for a period of time to allow for a firm
operating in the UK to transition to become a UK authorised
firm. The July set of papers essentially set out contingency
planning.

HM Treasury's Paper published on 25 July reasserts the
Government's confidence that an implementation period will
be in place between 29 March 2019 and 31 December 2020
but, nevertheless, it has to plan in case it is not. Given the
extraordinary last minute timing of Brexit negotiations, the
Government appreciates the need to prepare for some
transitional period so that firms "do not fall off a cliff" at the
exit date on 29 March 2019.

Whilst indicating that, in the event of a no deal scenario, we
can fall back on the strong UK regulatory framework, there is
to be a two pronged approach to accommodating those
entities which operate cross-border:

® [ntroduction of a temporary permissions regime (TPR) in
line with the December 2017 announcement

EEA firms could continue to operate in the UK for a time
limited period after the UK has left the EU. For those
wishing to operate in the UK on a permanent basis, this
should allow sufficient time to apply for full authorisation
from UK regulators.

® |n addition, HM Treasury plans to introduce further
specific transitional regimes for entities operating cross-
border and outside of the passporting framework

HM Treasury intends to provide financial services
regulators with a general power to phase in post exit
requirements, allowing flexibility for firms to transition to a
fully domestic UK regulatory framework

Allocation of new powers

Work is well underway to enable the relevant bodies to
undertake the relevant actions.

The European Union (Withdrawal) Act ("EUWA") repeals the
European Communities Act 1972 and converts in UK domestic
law the existing body of directly applicable EU law (including
EU Regulations). It also preserves UK laws relating to EU
membership (for example legislation implementing EU
Directives — this body of law being referred to as "Retained EU
law"). The EUWA also gives Ministers powers to prevent,

2 HM Government (published by DEXEU): Presentation slides: Framework for the UK-EU partnership Financial Services (dated 25 July 2018, published 20 August 2018)
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remedy or mitigate any failure of EU law to operate effectively or
any other deficiency in retained EU laws through statutory
instruments.

HM Treasury plan to delegate powers to the UK financial services
regulators:

® to address deficiencies in the regulators' rule books arising as
a result of exit.

Where a regulator uses this power, HM Treasury will be
required to approve the instruments which give effect to
those fixes

and

® to address the EU Binding Technical Standards (BTS) which
will become part of UK law.

Where a regulator proposes a change to BTS, HM
Treasury will be required to approve the instrument
that gives effect to the change, and note that HM
Treasury may not approve a change if it appears to the
Treasury that the proposal would have implications to
public funds or would prejudice negotiations for an
international agreement.

HM Treasury is also taking actions to start splitting
responsibilities between HM Treasury and financial services
regulators — with announcements in April along the lines one
would expect in the draft Financial Regulators' Powers (Technical
Standards etc.) (Amendment etc.) (EU Exit) Regulations 2018.
HM Treasury will, in addition, transfer supervisory powers
currently supervised at European level by ESMA — to the FCA to
regulate credit rating agencies and trade repositaries and to the
Bank of England for non-UK central counterparties and non-UK
central securities depositories.

The regulators will be required to provide an annual report to
Parliament setting out how they have exercised any powers
delegated to them under EUWA.

A series of financial services statutory instruments (Sis) can be
expected from HM Treasury. The first is the set regarding
temporary permissions alongside the temporary recognition
regime for central counterparties, and the Sl sub-delegating the
power to fix deficiencies in BTS and Regulators' Rule Books to the
financial services regulators. Further, Sls fixing deficiencies in EU
legislation will be laid over the Autumn into early 2019.

The Treasury publications in July deal only with the first aspect
for the present. The FCA though in their publication set out
more as to how they expect the regime to work for both firms
and investment funds.

Temporary permissions regime

The first of a planned series of technical notices issued on 23
August by the UK Government includes one for banking,
insurance and other financial services if there is no Brexit
deal.?

It acknowledges that, whilst the UK Government is committed
to putting in place unilateral action if necessary to resolve
things as far as it can, it cannot fully address risks for outgoing
business where there are EEA customers of UK firms currently
using financial services passports. Such unilateral action can
though help inbound firms and funds.

Inbound firms that currently operate without UK authorisation
or recognition should be able to plan on the assumption that
UK authorisation or recognition will not be needed before the
end of the implementation period. If however there is no
implementation period a temporary permissions regime, or "
TPR" is required.

With the prospect of the UK becoming a third country in
relation to the EU, there is prospect of EEA firms needing to
seek authorisation and EEA investment funds requiring UK
recognition in order to continue to access the UK market or
market into the UK respectively.

Should the "back stop" temporary permissions regime be
required, it would have the following key features:

® athree year transition

The current plan is that the TPR will allow a transition
period of up to three years from exit day (so perhaps
beyond 31 December 2020). The Sl itself though includes a
power for extension of deadlines by which the PRA and
FCA have to make a determination on an application for
authorisation (including for a variation of permission) for
EEA firms operating in the UK via a passport, so there is
built in flexibility. HM Treasury also has the power to
extend both the length of the regime and the deadlines by
no more than twelve months at a time in certain
circumstances.

The intention seems to be that this three year transitional
period will apply to all sorts of passported arrangements.
This first Sl only deals with EU passported firms and the
Schedule 3 and Schedule 4 regimes. Similarly temporary
regimes lasting three years with the power to extend if
necessary are to be provided for EEA payment institutions,
EEA electronic money institutions and also EEA funds that
are marketed into the UK. We will have to await further

* https://www.gov.uk/government/publications/banking-insurance-and-other-financial-services-if-theres-no-brexit-deal/banking-

insurance-and-other-financial-services-if-theres-no-brexit-deal
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information as to how the Government proposes to deal
with fund passports both for UCITS and AlFs currently in
use.

to full UK authorisation

This is a transitional regime — a firm transitions to

authorisation:

- Firms whose applications are successful will
immediately become fully UK authorised and leave the
TPR regime.

- If afirm's application is unsuccessful, or a firm does not
submit an application by the allotted deadline, or a firm
withdraws its application without submitting another it
will be eligible to have its temporary permissions
cancelled by the PRA or the FCA, as appropriate.
Provision can be made for them to wind down their UK
regulated activities in an orderly manner and this will be
included in a separate statutory instrument.

for authorised firms currently using Schedules 3 and 4
FSMA

Currently passported in firms use the provisions in Schedule
3 and Schedule 4 of FSMA to which Section 31(1)(b) and (c)
FSMA refer respectively.

- Schedule 3 covers an EEA firm qualifying for
authorisation and

- Schedule 4 covers a Treaty firm qualifying for
authorisation.

Both of these categories of persons are regarded as
authorised for the purposes of the Act under Section 31 of
FSMA.

With these Schedules removed, firms currently within them
would need to move either to Section 31(a) status —a
person who is a Part 4A permission to carry on one or more
regulated activities, or be a person who is otherwise
authorised by way of a provision of or made under FSMA.

who should contact the relevant regulator

EEA credit institutions and insurers operating in the UK are
expected to contact the PRA at the Bank of England. Other
firms should contact the FCA.

However, note that incoming credit institutions that are not
accepting deposits in the UK should contact the FCA. (This
might include those passporting safe custody and
depositary business.)

To benefit from the temporary permissions regime prior the
exit day, eligible firms will need to submit an application form
for UK authorisation or a notification of their intent to enter
the TPR regime.

In outline, the core provisions of the published draft Statutory
Instrument for EEA passport rights include:

® under paragraph 9, that a person to whom the Regulation
applies shall be treated as if the person has permission to
carry on a regulated activity in the United Kingdom under
Part 4A of the 2000 Act were varied. The variation is that
the regulated activity the person is permitted to carry on
includes one which immediately before exit day the person
is authorised to carry on in the United Kingdom by virtue of
Section 31(1)(b) as an EEA firm by way of passport rights
under Schedule 1 or 31(1)(c) as a Treaty firm under
Schedule 4.

® under Regulation 12, the person concerned must take
certain steps before exit day

- to make an application (whether for permission under
Part 4A or, in the case of a person who is already
authorised under Section 31(1)(a) in addition to
paragraph (b) or (c), for a variation of such permission)
where such application has not been determined by
the regulator in accordance with Section 55V of FSMA
or

- notify the relevant regulator that the person wishes to
be treated in accordance with Regulation 6 or 9 — for
temporary permission or temporary variation.

Notifications must be made in such manner as the relevant
regulator directs.

Once a firm is in the TPR regime, it can be directed by the
relevant regulator to make an application if it has not already
done so within two years from the exit date.

Firms in the TPR regime will be treated as if they were fully
authorised in the UK enabling them to carry out activity as
before — provided it relates to activities which each firm was
permitted to carry on immediately before exit day under their
passport. (How top up permissions are to be dealt with is not
entirely clear. One assumes that since they have got a top up
permission that would continue as it is a top up permission.)
To facilitate transition to UK rules, regulators will have powers
to phase in UK regulatory requirements.
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The FCA's approach
The FCA plans to issue a formal consultation in Autumn 2018.

Ahead of this though, as on 24 July, they issued a brief
document outlining how the temporary permissions regime
will work and how the FCA will apply its rules ahead of that
consultation. This includes the following:

® continued passporting in for the transitional period

Firms and investment funds which would continue to
benefit from passporting between the UK and EEA will
continue to benefit from passports between 29 March 2019
and the end of December 2020.

® atemporary permissions regime leading to an orderly end
position, whether to UK authorisation or to UK recognition

For inbound passported firms and funds, the plan is to
enable them to continue their activities in the UK for a
limited period after withdrawal. If there is no
implementation period and the passporting regime falls
away when the UK leaves the EU, the temporary
permissions regime will provide a backstop. It will allow:

- inbound firms to continue operating in the UK within
the scope of their current permissions for a limited
period after exit day whilst seeking full UK
authorisation; and

- will also allow funds with a passport to continue
marketing in the UK whilst seeking UK recognition. The
FCA seem to indicate that they will receive a notification
of intention to market both in respect of UCITS schemes
(which is obvious for Section 264 FSMA) but also AlFs,
which would appear to refer to a current Article 36
notification, but it is unclear quite what will be allowed
post exit. Without sight of the end game and, given the
considerable UK regulator's caution about promotion of
unregulated collective investment schemes, the views
on this will need to await publication of more detailed
new provisions.

Nonetheless, the initial indications are encouraging that the
FCA propose to ensure that firms and funds which currently
access the UK markets can continue to do so and there will
be some transition to a new way in which that will be
possible on an orderly basis.

The process for firms

If there is no implementation period and the temporary
permissions regime is required:

® Firms will need to notify the relevant regulator that they
wish to use the temporary permissions regime. It will be
an online process with the notification window opening in
early January 2019. Note the notification window will
close prior to exit date.

® Once the window has closed, the firms that have not
submitted a business application will not be able to use the
TPR.

® The details of firms which have temporary permission will
be shown in the FS Register.

® The regulator will allocate firms a period, "a landing slot",
within which they will need to submit their applications for
UK authorisation. After exit day, the regulator will confirm
a firm's landing slot so they can start to prepare their
application. They expect the first landing slot will be
October to December 2019 and the last will be January to
March 2021. Firms with the top up permissions will need
to seek a variation of permission application rather than an
authorisation application.

It is appreciated of course that some firms will change their
plans or restructure and, if a firm changes their plans, they can
apply to cancel their temporary permission once they have
ceased all UK business.

The process for funds

The FCA expects the regime to work similarly for investment
funds. Fund managers will notify the FCA of which of their
funds they want to continue to market in the UK. As with
firms, they will start accepting notifications in early January
2019 and the notification window will close prior to exit day.

The FCA indicates that, once the notification window closed, a
fund manager that have not submitted a notification will be
unable to use the temporary permissions regime and will not
be able to continue marketing the fund in the UK. This seems
a rather curious statement. Whilst they cannot continue
marketing the fund in the UK on a basis which previously
could have been passportable surely they would still be able
to continue marketing the fund in the UK on another basis
that any unauthorised firm could do so. No doubt further
details will be disclosed in due course clarifying this. We
assume this sentence is shorthand assuming there is no
alternative option, so exemption routes will remain available
and so without having any contrary and more restrictive
implication.
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Fees

A consultation is expected on the periodic fees for the 2019/20
fee year for firms and funds in the temporary permissions
regime. Also there will be a consultation on the proposed basis
and amount of fees that firms and funds will pay if they apply
for authorisation/recognition.

What does a temporary permission mean?

It is important to recognise what being within the temporary
permissions regime means. Firms in the regime will have a
deemed Part 4A permission.

This will mean that home — host state — restrictions on actions
will no longer apply and they come within the full scope of FCA
or PRA supervision and rule making powers, as appropriate.
There is an indication of taking a proportionate approach that
will enable firms to comply with requirements from day 1 while
maintaining an adequate level of consumer protection. The
starting point is that firms in the TPR regime will be required to
comply with the following:

® all FCA Handbook Rules and Guidance which currently
apply to them;

® all FCA Handbook Rules which implement a requirement
of an EU Directive and relevant guidance which are
currently reserved to the Home State — and which
therefore the FCA does not currently apply to EEA firms.
The firm intends to accept "substituted compliance" in
respect of these rules. Consequently, if a firm can
demonstrate they continue to comply with equivalent
Home State rules in respect of their UK business, they will
be deemed to comply with the FCA's Rules and Guidance.
This though will not be applied in relation to capital and
related requirements because it would require the FCA to
oversee the firm's worldwide capital position rather than
just supervise it in respect of UK business, which the FCA
consider to be neither practical nor appropriate;

® certain additional FCA Handbook Rules which the FCA
believes should apply to provide appropriate consumer
protection.

The FCA will have access to a complete set of supervisory
powers and tools to ensure firms remain compliant. Firms may
have more direct contact with the FCA where the FCA are
seeking to identify or reduce harms and the FCA may request
information directly where they perceive a risk of harm to
consumers or markets.

There are additional comments on specific requirements on
firms in the temporary permissions regime.

Compensation Scheme

Firms in the TPR regime will be required to pay the FSCS
levy that funds the Financial Services Compensation
Scheme. (The exceptions will however remain for EEA
insurers that currently operate in the UK via a passport
without an establishment here and certain EEA based fund
managers which are managing UK authorised funds, which
will continue to retain their existing FSCS membership.)

Each of the FCA and PRA make rules which set out how
FSCS works and is funded, covering different areas of the
financial services industry. The draft Sl provides that the
FSCS is only to cover UK branches with limited exceptions
during the temporary permissions regime in relation to the
FCA's areas of responsibility. The FCA's starting point is
therefore to provide customers of firms for the UK
branches in the regime with FSCS protection equivalent to
the cover provided to customers of UK firms. (Customers
of firms in a regime without a UK branch will not have
access to the FSCS other than where there is an existing
FSCS cover in respect of the activities of certain incoming
fund managers.)

Financial Ombudsman Service

The FCA's starting point is that firms without a UK branch
should be included in the compulsory jurisdiction of the
FOS.

SM&CR

There will be discretion for regulators to choose to treat
individuals to whom the SM&CR applies as having been
granted approval from a time stated in a notice until their
firm comes out of the temporary permissions regime
pending a decision on approval.

The FCA indicate that firms with branches should continue
to comply with the requirements in relation to the
Approved Persons that currently apply to them and then
comply with the requirements for SM&CR which are
currently stated to apply to EEA branches when these
requirements come into force. No requirements in this
area are intended for services firms in line with the current
position and general approach.

Safeguarding client money and custody assets (client
assets)

- TPR firms would need to report their client asset
arrangements to the FCA;

- MIiFID Il investment firms should provide an English
translation of client assets audit reports to the FCA
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upon the FCA's request or receipt of "an adverse" audit
report on the adequacy of the firm's arrangements
under their client assets obligations;

- firms should disclose certain information to UK clients
relating to the treatment of their client assets in the
event of the firm's failure. Firms must make this
disclosure at the point of entry into the regime in a
durable medium or via a website providing certain
conditions are met.

® Single Financial Guidance Body (SFGB): All firms in the
regime should be required to contribute to recovering SFGB
costs from the 2019/20 levy fee year (which is already going
to be the case for incoming EEA firms with a UK branch).

® |llegal Money Laundering (IML) Levy: This will also apply to
consumer credit firms currently operating in the UK on a
cross border services basis.

® Status disclosure: Firms will need to include specific status
disclosure in letters (or electronic equivalents) to indicate
that they are in the TPR regime.

® The FCA's Principles for Business: As ever the FCA's
Principles set out in the FCA's PRIN Sourcebook are
important. They should apply generally, in full, to firms in
the TPR. If in doubt the FCA always fall back to the
Principles should there be a perceived problem with
regulation of a firm and where they cannot point to a
specific rule breach. Firms in the temporary provisions
regime should therefore be cautious in their approach,
having regard to the very wide nature of the Principles for
Business, which are UK specific.

The FCA have indicated that it will set out further details of
how phasing in of post exit requirements will be available for
firms in the temporary permissions regime.

How should asset managers plan ahead for Brexit?

As time is short, it is useful to know the likely direction of travel
for temporary permissions/recognition should such be
necessary.

We need to await the FCA's formal consultation paper with full
details in the Autumn: and their policy statement and final
rules are not expected to be published until early 2019.
Nonetheless it is helpful to have this indication of a clear
intention to provide, and outline summary of, a temporary and
transitional "back stop" set of provisions.

In the meantime, firms and fund managers should complete
the short online survey for inbound firms and funds if they

have not already done so. The FCA will contact those firms
and fund managers that have completed the survey directly
when the consultation paper is published in the Autumn.

Of course this TPR regime explained above is only for a
proposed transitional period. What might be the wider set of
issues to consider, and likely end game?

The FCA acknowledges this and no doubt well understands
that firms need to plan. On 6 August it issued a memo on
"Preparing your firm for Brexit". This looks at both directions
— both of trying to go out of the UK into Europe and those
firms and funds coming from Europe into the UK; and offers
an outline checklist.

We have started to devise in the two charts in Appendices 3
and 4 to this Briefing Paper how the "before" and "after"
picture may look for UCITS, UCITS ManCos, AlFs, AIFMs and
MIFID investment managers. Of course this is work in
progress. We will develop these charts as matters become
clearer, one hopes in October/November.

To be ready to take action, it is essential that asset managers:

® assess their current operations carefully, which means not
just the location of their ManCos, funds and investment
managers but also all supporting arrangements and
outsourcing contracts

® |ook at all distribution arrangements. Many are perhaps
more complicated and interrelated than even those within
a business initially imagine — what is the position with sub-
distributors; how is platform access arranged; have you
analysed the unit or share register for your funds to see
precisely where current investors are located?

® map out all delegation arrangements. Given the 2017
ESMA Opinions on delegated arrangements and the
emphasis being put most likely on strengthening the
regulation of ManCos based in Luxembourg and Dublin,
delegation arrangements will need to be carefully
reviewed. So the first issue is to identify their current
terms and the personnel and systems and controls in place
in respect of them.

There will of course be a myriad of options. The right answer
for an asset manager will depend on the particular
combination of the individual circumstances for its firms,
funds and investment services.

For strategic individual advice or to discuss your option,
please do not hesitate to contact Kirstene Baillie at
Kirstene.Baillie@fieldfisher.com or on 0207 861 4289, or
your usual contact at Fieldfisher.
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Appendix 1

Overview: key features of the UK position

Principle of autonomy

+ Each Party to determine its own rulebook and assess whether access to its market is maintained.

Expanded scope of activities

Equivalent at the outset .
q permitted cross-border

Common principles

+  Agree common principles for the

UK and EU start with the same * Currently not sufficient for the breadth of )
governance of our relationship

rulebook and entwined supervision interconnectedness between our markets
* Include commitments to global

Initial reciprocal recognition * Prioritising the most mutually beneficial
norms, and that equivalence is an

agreed for all third country regimes activities for the economy, ensuring no

unintended consequences or arbitrage evidence-based judgement on the

equivalence of outcomes

Regulatory & supervisory
cooperation

Structured withdrawal

* Consultation and discussion before
+ Formalised regulatory and loss of access to either market
supervisory cooperation. Encourages: *  Ability to try and find solutions

& Regulatory coherence * Clear timelines and notice-periods

& Effective market surveillance + Time for businesses and supervisors

# Effective cooperation (including in to adapt to change on either side

crisis) * Address acquired rights, safeguarding
existing obligations to customers if
K equivalence is withdrawn /

In our White Paper, we describe these features as ultimately achieving:

e
Common principles for the Extensive supervisory cooperation Predictable, transparent and robust
governance of the relationship and regulatory dialogue processes

Slide 8 from HM Government Presentation Slides: Framework for the UK-EU partnership Financial Services, dated 25 July 2018 published on 20 August 2018
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Appendix 2

The UK’s proposal does not undermine either side’s autonomy

We are not suggesting that this type of framework would set out the detailed criteria for equivalence for a
given sector

Nor would it prevent either Party from making its own judgement about whether equivalence continues to
be maintained

Nor could our proposal for a binding dispute resolution system be used as a means to challenge whether the
EU’s or UK's judgement, against its criteria, was correct

The judgement of either Party would be autonomous, both in making a determination of the equivalence
of rules to access its market and deciding whether or not this is sustained over time

Instead, our think',ng is grounded in:
S Dmioee Effective Problem-
cooperation solving
|

“By informing each other and cooperating early on in the process, requlatory and competent authorities can
come up with solutions to similar problems, while keeping up their respective policy objectives and standards.
This reduces the cost of doing business and creates more and fairer competition across borders”

Better

Regulation

- Commission Better Regulation materials

Autonomy does not prevent either of us entering into commitments today about how we will
approach our respective judgements, or agreeing clear processes around mediation, problem-

solving and sensible timetables for winding down activity and avoiding retaliation
|

Slide 20 from HM Government Presentation Slides : Framework for the UK-EU partnership Financial Services, dated 25 July 2018 published on 20 August 2018



=
>
D)
=
an)
=
S
ol0)
=
e
e
dfie
A

uonesuoyIne yn |y

"pasinbas NH|Y

M3U JO jJudwiulodde
‘ased yaIiym ul 41y
paseq )N e aSeuew
10U p|nod NIV
paseq Y33 ue ‘jou 4|
o)uel\ 10}
uonesiioyine Hn |Ind

MB3INBI 0}
sanss| Juswaseuew
‘anpdadsiad Hn woa4

*S|euolssa404d JUaWIISaAUI

0} 9|dwexa Joj ‘suondwaxs

swi8a. uozowoud |epueuly

N J3pun siseq pajiwi| B UO spuny ul
|I9s sAem|e ued ‘uoiyudodau )N ou |

((A1dde 1ysiw 31 ya1ym

0} 4|V jo a8ueJ ay3 jo adods ay3 0}
Se Juswow ay3 Je Jes|d J0u y3noyye)
padojanap 3ulaq s! yd1ym uoiiudodal
VINSH 7/ uonoas pasinal ysnodyy
9q 03 1y3noyi) uousodau Hn

uonnquisia -

IM3INDI
03 seae Ay omy ‘9A1dadssad yn woad

"pa103jeun Ajjelauas s3oeluod
|eLIa1ewW S} Y3IM pue palajjeun aiesado
03 SaNUIIU0D {|Y ‘B]IdIWOP S,puny ays3 uj

‘paJinbau

ODQUBAI S11IN

M3U Jo Juswiulodde
‘9582 YdIym ul
‘(¥onpoud puny N jo
2dA143y30 10) S110N
paseq )N e aSeuew
10U p|NOd OJuUeN
paseq ulgng 4o
8inoquiaxn e ‘1ou §|
ojuep

Joj uonesioyine
AN lind

MB3INDI 0]
sanss| juswaseuew
‘anndadsiad

NN wou4

*S|euolssajo4d JuawWilsanul 0}
o|dwexa 4o} ‘suoidwaxa awidau
uoizowoud |ejoueUl YN JBpUN
Siseq pallwi| B UO Spunj ul ||9s
sAemje ued ‘uoiud0daJ )N ou 4

(papuaixa g/ uoi3das
ulyum Ajqissod) uoniusodaa yn

uonnquisigq -

IM3IA3I 0}
sease Ad) om} ‘OAn1dadsiad yn woad

(ungn@ 4o 8unoqwiaxni Ajjensn)
9|121WOP puny JUBA3J3J Ul paSueyoun
SaNnuluUod uole|ndaJ pue uolelado
puny SLIDN ‘a1diwop s,puny ayy uj

pouad
|euolyisue}
podssed oN 1odssed oN | 1s0] @1no4 uonesyizou QNIAIY 9€ dPIMY uodssed oN podssed oN 1s0d
— (uoneaynou
AIN4IV 9€ 9211V ue UdAIS Ajjualind (sewayas pasiudoodau
aneY YaIym Ady1|) s4Iv i3 19ddew 97 UO0I329S Ajjuaiind) 1ayJew 03
awiSas awi8ad suoissiwiad 03 3NUIIUOD 03 YSIM B S| 3JdY3 JI SpUNy awisau suoissiwiad 9NUIIU0D 03 YSIM B S| 24ay3 I S1I1DN pouad
suoissiwtad Asesodwa Aresodwa) 40} dwiSaa suoissiwiad Asesodwa ) Aesodwa) 404 dwi3ad suoissiwiad Atesodwa | |euoryisueu |
(1ey3 puiyaq swidas uonowoud
|[eIoUBULS )N [ENSN pUB) SUOolledl0u Jiodssed uomuBe3a1 yoz
1odssed sadin19s gidiN uodssed N4V A1V Japun 41y ue Suaxie oJjue s1idn uoI329s — Modssed 3onpoud s110N MON
si98euew
juswisanul aidiin SINHIV sdiv OJUBI S1IDN sS1on

M Y 0JUTSUIWO0I SULILJ JUIWISIAUI pue spuny : € xipuaddy




—
Q
<
=
O
r—
8=

"aNUIIUOD ||IM [9powW uoesa|ap
ay3 1ey3 siseq ays uo ueld

"3NUIIUOD [|IM |[3pow 01 9nuiuod ued Asys 1ey3 pasiape

uole3alap ay3 1eyi siseq ayy uo ued 9Je swul} Juswadeuew 1asse
03 anu1uod ued Asyl jeyy pasiape ‘goe|d ul suawaduelse yons
2Je ‘swulj JuswaSeuew 1asse ‘@ae|d 1nd 01 pua3lul J0U SIOP H SWIUOD
ul syuswaduedsse yans nd 03 puaiul N3 2Y1 SS9jUN "SI1JIUNOI
10U S90P 3| SWIIJUOI N dY3 SSIUN pJ1y1 42430 YUM 3uj| 03Ul
*$9113UN02 PJIY3} 42410 YlIM dul| Oul NN @Y1 Sulig 03 851249X3 |EIIUYI)
N 2Y1 Sulig 031 951249X3 [BIIUYID] B SE PAMB3IA 3¢ 03 1y3no yarym

e Se pamalA 9 01 1y3no yaiym ‘9)qissod se uoos se s}ued.a1unod
‘3|qissod se uoos se syediaiunod N3 yum syuswsSueuse uollesado
N3 y3m syuawasuedse uopresado -02 9948e 01 Apead aJe sanoyine
-02 9343e 01 Apeau aJe sanlioyine N 1BY3 S91BJIPUI 9I130U |BIIUYIS]
N 1BY3 S91BIIpUl 3J130U [BIIUYID) 1SNSNY PJET S UBWIUISA0D Y|

1SN8NY PJET S,UBWUIBA0D By |
'BAI3IId S1IoN

"AIN4IV 3Y3 Ul syuswiadinbau 9y3 ul syuswalinbas uoneds|ep
uolleda|ap yum aoueldwod yum 2oueldwod Suiuayiduauis
Sujuayiduauis 03 sioie|ndau 0} sJ01e|n8aJ $3|121WOop puny
S3|121WOP puny |EIO| JO SUOIIIEI |EJ0| JO SUOI}DEAU PUE ‘PAA|OS3
pue ‘panjosal aJe uolledalsp uo 2Je uoneds|ap uo suoluidQ
suoluldQ s,VINS3 moy uo spuadag S,YINS3 Moy uo spuadaq pouiad
|euonisuesy
uonesaspq - uonesajpq - 1s0d
sia8euew
judawisaAul aidin SINHEIV sdIv OoJueN S1dN S1oN

3N Y1 0FUTSUTWOD SULITJ JUIWSIAUI pue spuny : ¢ xipuaddy




"ai4IN Aq pa1anod sispew jo Joadsal ul youelq ay} jo uonesado pue uopesiuebio sy} u o sjuswalinbal jeuoippe asodw Jou PiNod a)elg Jaquis|y ay} Ing sjuswalinbai || (41 urenao yim Aldwoo oy pabiiqo aq pinc
youelq ayl "D3/6/.6 AR Y)IM SoUBPIOJE Ul pasiubodal Jo pastioyine swayds uolesuadw 02 pajsaAul Ue 0} sBuojaq WUl 8U} PUE ‘SIS}EW XE} UO UO[ewIojul Jo aBUBYIXS BA}08)48 UE SaInsua pue [eyde) uo pue awod
UO UORUSAUOD Xe] [9PON dDJO 92 SIOIMY Ul SpJepuels Yim salidwod yolym paysijgelsa 89 03 S | youelq sy} 81aym a)eis Joquiajy e Yum juswaaibe ue paubis Buiaey Aunod pJiy sy ‘youelq ay} jo Juswabeuew 1o} s|qisuods

aq 0} pajulodde Buiag suosiad aiow Jo 8UO ‘youelq ay} Jo [esodsip 921y ay} je [eyded [enul Juaioiyns ‘sa uoyIne Jusjedwod usamiaq soed ul Buieq syuswaslbe uonesado- 09 ‘snjejs Y P3|l 89 O} 6E SOIHY JO SUOHIPUOD UlelE
'9)e)S Joquua| ey Jo Joye|nbas JueAs|al 8y} AQ pastioyne aje)s Jaquisi N3 Ue Ul Yduelq e S| a1y} 9JaUM SJUBI|D [euolssajoid pue Sjud|o [IB}a] O} SBOIAIDS JUSWISBAUI JOAOD UED UDIUm youelq e ysijgeis3 :|| di4IN 6€ S0y

se

-Unod PaIY} JO S8iLIOYINE JusjedWwod JUBABISl UM Sjuswabuelie uonelado- 09 Ysi|ge)se 0} 9ABY PINOM YINST PUe ‘UoISIoap 8ous|eAinbs ue a)ew 0} UOISSIWWOY By} 0} Pa||i4N} 89 O} SUORIPUOD JNO S}18S /i S|OINY “/{ S|9IMY UHM 801
-pJoooe Ul YNST AQ paurejuiew swul Aunod pJiy) Jo JejsiBal ayy ul pais)siBal Sl a1aym youelq e Jo Juswys  1|gelsa ay) Jnoypm (sjualjo jeuoissajold dn 1do jou Ing) sjualo [euoissajold as Jad pue saiedisjunod 9)qibie 0} SaoIAL
JusWSaAUl Joj Lodssed paywi| SI18Y0 }| "VINST Yim uonesisiBal ¥88s UBD Wil 8Y) 8SED YOIUM Ul ‘MM 8y} JO 108dsal Ul UoIS|oap 9ous|eAINba Ue Seyew UOISSILUWOY) 8y} Ji 91elS Jaquia|y B Ul youelq e ysiiqes3 :Y14IN 9t S0y

V33 SsoJde spuny
J0j sanIALdEe UoINQUISIP -
lo/pue
spuny 4o} sanIAloe
jJudwaSeueW JUBWISIAUL -
:9yenapun 2N
ued yaiym Ayaus mau jeyy Joy ulign@ ojuep -poad paseq
odssed sad1A19s Q41N 3SID J0 8unoquiaxny Ajay1| 1sow SLIDN paseq N3 yum ulgng N3 mau dn
-19X3 pue 21e1S JAqWIIIA N3 SNV — 91B1S JaqWIAIA N3 Ul OJUBIN Jo 8anoquiaxn ui Ajy1 1sow | 19s ‘a|qediom
ue ul wJay g4I\ Mmau ysijgeis3 paseq N3 dn 313s Aen és4IV paseq N3 dn 1as Aey SLIDN ysijgeiss ‘Adessaiau §| ‘Pnpoud S11DN Mau ysijgeis3 -un si siy3 §i
519
-lew N3 ‘ui uljeap jo Ajiq
-ISEQ} PUE ‘0} SS9J0B MIIAIY
91e1S J3(q . .
-WI3JA N3 ueAl|a4 ay3 ul pasl N 3Y3 4oy suoisiaoud wm\wuum N 2Y3 Joy suoisinoad mm\muum
~JOYINE ‘S3UaI|D |BUOISS3}0.d AJ3unod pJiyy J9naq yum ‘jeap AJ3unod pJiyl Janaqg yum ‘jeap
10 SJUBIPD [1B124 JO} SAIADIE |esa1e|iq 03 yuensund suondo |eJaie|iq 01 3uensind suondo
1UBWISBAUI J3A0D UBD UDIYM uonnquisip panoidwi Ajjeapi uonnquisip panosduwi Ajjeap|
youelq e ysijgesa - U0 PaYIUMS 3q "UO PaYIUMS 3q
: 1y3iw podssed A4y Asaunod 1y3iw podssed 4|V Alzunod
P41y} LE 3DV Ajjelnualod Py} L€ 321V Ajjenuaiod
S1U3||d |euolssajold YO I[e)
9s 4ad pue sapJediaiunod N4V An
9191319 01 s1y3u 1odssed ‘NAIY AJunod pJiyz yum 41y Aizunod -unod pJiy3 e
paliwi| Ylm 2118 JaquIdIA N3 AJ1unod pJiyl yum 41y Ajaunod pJiyrese— 4|y ue 3unay | se pajeasidn
B Ul ydueuq e ysi|qeisa - pJiyl e se — 4]y ue Sunay -JeW 404 Z 3PV 3s1 3N
'suolsinoad || QI4IN J3pun 3|q -1BW Jo} Z¥ 9PV 3sllNn 4|y ue (1eap
<+~ -e|leae Ajpuauund suondo omy SI M ‘@Anoadsiad N3 syl wou4 ou Suiwnsse)
v.I.A JO U0 3sn 0} %935 ¢Modssed _ anupuod suoisirnoad Jusw _ anupuod suoisinoid Jusw pouad jeuon
O A1qunod pJiys aidiNL 3o asn -90e|d a1ealud [euoneu adoH -90e|d 91eAld jeuoneu adoH -isueJ) 1sod
St
M (1eap
. |euonisueu}
o podssed 3s07 Hodssed asoq podssed 3so07 podssed 3so07 Hodssed asoq ou Suiwnsse)
(e _ _ _ _ _ pouad
Jeuoryisued |
oy se
S -uolissajoud 03 s4|y SunayJew
m 1odssed sadina19s gidiIN uodssed A1V 40} podssed 1onpoad QNdIV uodssed ojuelAl SLIDN podssed 1onpoad s11On MON
c
98]
—
n. (IE)
-Seuew jJuawisanul gi3INNDIN SINHEIV N s4Iv N OJUEIAl S1I9N N S1dN XN
9do.an7y 0juT IN0SUI0SG :SULIIJ JUSUI}SIAUI pUe Spunj ‘siageuew }assy : xipuaddy




fieldfisher



fieldfisher

Contacts

Kirstene Baillie
Partner - London

kirstene.baillie@fieldfisher.com
+44 (0)20 7861 4289

This publication is not a substitute for detailed advice on specific transactions and should not be taken as providing legal advice on any of the topics discussed.
© Copyright Fieldfisher LLP 2017. All rights reserved.
Fieldfisher LLP is a limited liability partnership registered in England and Wales with registered number 0C318472, which is regulated by the Solicitors Regulation Authority. A

list of members and their professional qualifications is available for inspection at its registered office, Riverbank House, 2 Swan Lane, London, EC4R 3TT. We use the word
“partner” to refer to a member of Fieldfisher LLP, or an employee or consultant with equivalent standing and qualifications.



