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Introduction 
 

This guide has been developed to provide candidates with practical guidance on how to approach 
assignments when completing coursework for the Advanced Diploma unit AF6. 

 
Important note: We strongly recommend that you read the additional document ‘Coursework 
assessment guidelines and instructions’ available through RevisionMate in conjunction with this 
coursework guide. 

 
Learning outcomes and assessment criteria 

The syllabus for AF6 is found on the CII website. It sets out the learning outcomes for this unit; 
these define what you should know by the end of your course of study. The syllabus contains a set 
of assessment criteria which specify what you will need to demonstrate through your assignments 
in order to satisfy these learning outcomes. 

 
Marking grid 
You will be required to complete three assignments to the required standard within this course. 
The pass mark for each assignment is 50%. 

 
The three assignments will be assessed on the basis of: 

 
1. Knowledge and understanding of the topic (30%); 

2. Application and analysis of the topic (50%); 

3. The structure in terms of logic and coherence (15%); and 

4. The use of relevant work and industry examples and/or examples gained from further reading (5%). 
 

The marking grid below contains a detailed breakdown of the assessment methodology used to 
mark assignments. 

 
This marking grid reflects the coursework assessment method where students have access to 
learning material and are expected to take the time to demonstrate more research and analysis, 
and to reference appropriate sources in their answers. 
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Knowledge and understanding (includes accuracy and completeness of 
facts) Weighting: 30% of the 100 available marks 
Your answer identified 
almost all of the points 
of content and clearly 
explained these 

Your answer identified 
most of the points of 
content and described 
these in some depth 

Your answer would have 
benefitted by identifying 
more points of content 
and explaining these 
more fully 

Your answer would have 
benefitted by identifying 
sufficiently more points 
of content and 
explaining these more 
fully 

23-30 marks 15-22 marks 8-14 marks 0-7 marks 
Application and analysis 
Weighting: 50% of the 100 available marks 
Your answer showed a 
deep understanding of 
the underlying concepts 
and their application 

Your answer showed 
essential understanding 
of underlying concepts 
and their application 

Your answer would have 
benefitted by exploring 
the concepts and their 
application in more 
depth 

Your answer would have 
benefitted by exploring 
the concepts and their 
application in far greater 
depth 

39-50 marks 26-38 marks 13-25 marks 0-12 marks 
Coherent structure 
Weighting: 15% of the 100 available marks 
Your answer showed a 
high level of coherent 
structure 

Your answer showed an 
essential level of 
coherent structure 

Your answer would have 
benefitted by structuring 
your content more 
logically 

Your answer would have 
benefitted by structuring 
your answer logically 

12-15 marks 8-11 marks 4-7 marks 0-3 marks 
Evidence of the use of relevant examples and/or further reading to support 
answers Weighting: 5% of the 100 available marks 
Your answer showed 
considerable evidence of 
relevant examples 
and/or further reading 

Your answer showed 
evidence of relevant 
examples and/or further 
reading 

Your answer would have 
benefitted by including 
more relevant examples 
and evidence of further 
reading 

Your answer would have 
benefitted by including a 
lot more relevant 
examples and evidence 
of further reading 

5 marks 4 marks 3 marks 0-2 marks 
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Assignments 

The three assignments each have a recommended word count that should enable students to 
demonstrate the required application of knowledge and skills. Assignments exceeding the word 
count by more than 10% may be returned to students for further editing. 

 
The word count does not include supplementary reference material that may be provided in any 
appendices. 

 
Specimen Assignments and Example Answers 

Assignment 1 – Based on Learning Outcome 1 
 

You are a Director of a large regulated financial services firm with a head office and no regional 
offices. You report directly to the Board on the customer facing functions including oversight of 
customer outcomes and internal supervision policy. 

 
The firm has the following features: 

 
• A low and well managed regulatory risk profile 

• A stable and small High Net Worth client bank 

• Maintenance of good client records 

• Regular performance reviews of its staff. 
 

Your firm is entering into an affinity arrangement with a trade union to provide a range of financial 
products directly to several thousand trade union members across a range of manufacturing 
companies located throughout the UK. This requires tailored sales processes and customer 
solutions to be delivered predominantly face to face. 

 
To support the arrangement, it is proposed: 

 
• To recruit and train a customer facing team specifically for the launch and ongoing 

provision of this higher volume and lower value new service 

• To share internal services with the existing customer facing team, i.e. research and product 
analysis, Training & Competence, premises and back office administration. 

 
Produce a report for the Board that: 

• Identifies the key potential risks arising from this arrangement 

• Assesses these potential risks in a regulated environment 

• Outlines a strategy for managing and mitigating these risks. 
 

Student guidance: You may wish to complete this assignment by assuming the firm is conducting a 
particular regulated activity with which you are familiar. (2,500 words) 
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Exemplar Answer 
 

Executive Summary 
 

This report has been written as a result of the proposal to enter into an affinity arrangement 
with a trade union, to provide financial products to several thousand union members, located 
across the UK. 

 
As a result of this proposal, it is expected that a customer facing team will be recruited for the 
launch and ongoing provision of this higher volume and lower value service. 

 
This report aims to discuss the key risks and formulate a strategy to address these risks under the 
following headings: 

 
A. Risks as a result of this proposal 

B. Current regulatory and legislative framework 

C. Consequences of non-compliance 

D. Recommendations 

E. Conclusion 
 

The recommendations made will be implemented with immediate effect. 
 

A. Key risks 

1. As a result of the growth of the firm, there is a risk that the existing governance processes may 
not be appropriate to the size and complexity of the firm and conduct risk is not considered in 
the strategy of the firm. 

 
Senior management play a critical role in setting the standard and implementing the systems 
and controls and promote a compliant culture.1 

 
The FCA holds senior managers with ‘Significant Influence Functions’ accountable for their 
actions and the adequacy of the firms’ systems and controls; including managing the risk of the 
firm’s exposure to financial crime. 

 
It is the role of senior management to ensure: 

 
• A robust financial advice and anti-money laundering infrastructure is implemented and 

maintained (including policies and procedures, reporting and escalation, allocation of roles 
and accountabilities, awareness and training, record keeping (including to evidence process 
and rationale for decisions made), risk assessment and management and ongoing 
monitoring of the framework) 

• Appropriate identification, recording (using the risk register) and management of risks 
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• Evidence is maintained to demonstrate the policies and procedures which form part of the 
infrastructure have been applied 

• Staff are trained and aware of their obligations 

• And most importantly, the senior management of the firm lead from the top by adhering to 
the approach of the firm. 

 
1 Hopton (2009:96): ‘The whole question of complying with the various anti money laundering 
laws and regulations has now become such a fundamental part of the culture. Without this it will 
not be taken seriously by all employees or be absorbed into all aspects of everyday operational 
systems and procedures’. http://www.fca.org.uk/news/speeches/ethics-and-economics 

 

Senior managers are also instrumental in promoting an ethical culture; Martin Wheatley 
outlined that ‘Perhaps our best hope for the future, alongside structural changes in the official 
sector, remains the fact that the promotion of strong ethics in firms is not a zero-sum game; 
where for one side to win the other has to lose, like a game of football or tennis2.’ 

 
2. As a result of dealing with a large customer base, there is a risk that the firm may not be able 

to recruit, train and supervise its new staff (advisers and administrators) appropriately. This 
may have an impact on consumer experience and may also lead to regulatory attention and 
fines. 

 
3. As a result of increased system capacity required (to maintain good record keeping practices 

and having additional users), there is a risk of IT issues occurring, leading to systems being 
unavailable and potential consumer detriment and regulatory attention. 

 
For example, the Royal Bank of Scotland was fined £56 million after a software failure left 
millions of customers unable to access their accounts. Whilst the firm does not have the IT 
capacity of the bank, any detriment to the ability to deal with customers in a timely manner 
needs to be considered seriously. 

4. As a result of dealing with a larger number of customers and sharing the back office function, 
there is a risk of an increased number of customer complaints. 

 
The FCA has carried out a review of the complaints process and the large firm and the learning 
points outlined below need to be applied to the firm’s complaint process and approach to root 
cause analysis. 

 
Weaknesses3 were found in each of the five key stages of the complaint handling process - a 
number of common themes and barriers to effective complaint handling have been identified. 
These primarily concerned: 

 
• the application of the FCA's Dispute Resolution Complaints sourcebook rules; 

• operations; 

• business culture; 

• approach to and ability to conduct root cause analysis; and 

• management information (MI). 

http://www.fca.org.uk/news/speeches/ethics-and-economics
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5. As a result of an increased number of sales, there is a higher risk of regulatory focus, which 

could lead to potential fines. 
 

The firm needs to put together a cohesive sales proposition, considering the impact on the 
customers. Some of the new customers are likely to be less affluent and some of them may be 
considered to be ‘vulnerable’. In his speech on ‘Improving the customer experience’, 
Christopher Woolard recommended that firms take into account the needs of all customers, 
with particular focus on the vulnerable customers, as: 

 
• ‘financial services present consumers with more complex decisions when choosing a 

product or using a service than for most day-to-day industries 

• decisions can often be about life-changing sums of money and key pieces of welfare.4’ 
2 http://www.fca.org.uk/news/speeches/ethics-and-economics 
3 http://www.fca.org.uk/news/thematic-reviews/tr14-18-complaint-handling 
4 http://www.fca.org.uk/news/improving-the-consumer-experience 

 
B. The key regulatory requirements are detailed in the FCA Handbook rules and principles 

 
• SYSC 4.1.1 requires that all firms ‘must have robust governance arrangements, which include a 

clear organisational structure with well defined, transparent and consistent lines of 
responsibility, effective processes to identify, manage, monitor and report the risks it is or 
might be exposed to, and internal control mechanisms, including sound administrative and 
accounting procedures and effective control and safeguard arrangements for information 
processing systems’ 

• SYSC 3.2.6R and SYSC 6.1.7R, which require firms to establish and maintain effective systems 
and controls to prevent the risk that they may be used for financial crime5 

• PRIN 2.1.1R: Principles for Businesses, of particular relevance being integrity (Principle 1), skills, 
care and diligence (principle 2), management and control (principle 3) and open relations with 
the regulators (principle 11)6 

• Statements of Principle for Approved Persons 
 

C. Consequences of non-compliance 
 

The Board and senior management should take full account of the risks for their firm and will be 
held accountable for the actions of the firm and those within it. The implications for getting it 
wrong are severe for the firm and the individuals involved. 

 
1. The Financial Conduct Authority (FCA) can take the following action: 

a) Censure, fine and prohibit a firm to carry out regulated activities 
 

In 2013, the FCA fined Sesame Limited7 over £6 million for failing to ensure that the 
investment advice given to its customers was suitable. The learning points from this case 
must be taken into account when designing the new sales proposition, specifically ensuring 
that: 

 
• There is no mismatch between the customers’ stated investment objectives, attitude to 

http://www.fca.org.uk/news/speeches/ethics-and-economics
http://www.fca.org.uk/news/thematic-reviews/tr14-18-complaint-handling
http://www.fca.org.uk/news/improving-the-consumer-experience
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risk and product sold 

• The suitability letters should not have any misleading statements. 
 

b) Censure, fine and prohibit an approved person from holding a significant influence function. 
 

For example, the directors of Swinton Group8 were fined and banned from performing 
significant influence functions at financial services firms: 

 
‘A culture was allowed to develop within Swinton that pushed for high sales and increased 

profit without regard to the impact on the firm’s customers. We expect firms to put 
customers at the heart of their business. These three directors should have recognised 
the risk to customers and redressed the balance so that the drive to maximise profits 
did not jeopardise the fair treatment of customers.’ 

 
2. Liability can also arise under Proceeds of Crime Act (POCA) and the Terrorism Act, in relation 

to the Money Laundering/Terrorism Financing offences9: 
 

• Personal liability where an individual consents to or is involved in ML or where an offence 
has arisen because of neglect by the individual 

• Senior management could be liable to prosecution, civil or criminal resulting in 
unlimited fine or imprisonment for up to 14 years. 

5 http://fshandbook.info/FS/html/FCA/SYSC 
6 http://fshandbook.info/FS/html/FCA/PRIN 
7 http://www.fca.org.uk/news/fca-fines-sesame 
8 http://www.fca.org.uk/news/former-swinton-executives-fined-and-banned-misselling 
9 failure to report, tipping off and assisting – further details in 
https://www.gov.uk/government/publications/proceeds-of-crime-act-2002- obligations-to-
report-money-laundering-the-consent-regime 

 

3. Directors can be disqualified under company law for committing a serious criminal offence, 
trading on a fraudulent basis and the Department for Business, Innovation and Skills (BIS) will 
take relevant action. 

 
D. Recommendations 

The following recommendations take into account the need to recruit and develop a sales force 
and administration team appropriate to advising and servicing a high volume of clients bringing 
low value business with potentially reduced profit margins: 

1. Devise an advice proposition that meets the requirements of the business while also ensuring 
that TCF requirements are met 

 
• Ensure that the product range is appropriate to the customers’ needs 

• The Sales platform must be reviewed to determine whether enhancements are required, in 
view of the increased capacity demands 

• The learning points from the FCA enforcement actions should be taken into account, for 
example those from the Sesame fine (outlined above) and also the Chase de Vere fine. 
Tracey McDermott stated that: 

http://fshandbook.info/FS/html/FCA/SYSC
http://fshandbook.info/FS/html/FCA/PRIN
http://www.fca.org.uk/news/fca-fines-sesame
http://www.fca.org.uk/news/former-swinton-executives-fined-and-banned-misselling
https://www.gov.uk/government/publications/proceeds-of-crime-act-2002-obligations-to-report-money-laundering-the-consent-regime
https://www.gov.uk/government/publications/proceeds-of-crime-act-2002-obligations-to-report-money-laundering-the-consent-regime
https://www.gov.uk/government/publications/proceeds-of-crime-act-2002-obligations-to-report-money-laundering-the-consent-regime
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‘Firms need to ensure that they fully understand and explain to customers the risks of 
investing in the products they are offering. That includes researching the products thoroughly 
before they decide to offer them and ensuring advisers have the tools they need to explain the 
risks to customers.’10 

2. A streamlined administration service to deal with this new high volume low value business 

3. Ensure appropriate recruitment processes are in place and conduct robust pre-employment screening 

• Assess the number of advisers and supervisors required 

• Recruit additional administration staff and keep capacity under review, as the team will be 
stretched due to the additional business 

 
 

4. Have adequate training plans, considering the needs of the advisers and the target 
market. In addition to this, the firm must ensure that: 

• All staff to undertake refresher Anti Money Laundering training. 

• The current Training and Competence scheme must be reviewed, to ensure the 
requirements to attain and maintain competence are suitable for the new advisor 
population. 

 
 

5. Consider the requirements of the Retail Distribution Review, specifically in relation to the following: 
 

5.1 Charges 
 

An appropriate charging structure needs to be established, as the current charging structure 
for the high net worth client base is likely to be inappropriate, as the new customers are likely 
to be in lower paid jobs (manufacturing industry). 

 
New disclosure documents need to be produced, taking into account the requirements to 
disclose the charging structure to a client upfront and in writing (so the client has the 
information in good time before the advice process starts). 

 
10 http://www.fca.org.uk/news/fca-fines-chase-de-vere-for-failures-surrounding-sale-of-keydata-products 

 
5.2 Qualifications 

 

All the advisors must be qualified to QCF level 4 and the firm may need to support them to 
achieve professional qualifications. Training and supporting the advisers may lead to delays in 
being able to provide advice. 

 
5.3 Undertaking Continuous Professional Development 

 

All financial advisers need to complete 35 hours of CPD, of which 21 must be structured, 
therefore the firm needs to ensure that it provides sufficient opportunities for development. 

http://www.fca.org.uk/news/fca-fines-chase-de-vere-for-failures-surrounding-sale-of-keydata-products
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5.4 Adequate supervision and spans of control 

 

Additional supervisors may also have to be recruited and consideration needs to be given to 
spans of control and whether the supervisors are able to oversee the activity of their teams. 
The existing advisers sell relatively few products to the high net worth clients, with emphasis 
being placed on addressing complex financial needs. The volumes of sales are likely to be 
higher in respect of the affinity customers, but the complexity of the advice is likely to be 
lower. This action needs to be linked to the review of the Training and Competence scheme. 

 
There may be progression opportunities for existing staff to become supervisors and their 
development needs should also be considered. 

 
6. The compliance and audit capacity needs to be increased, either through the recruitment of 

additional compliance staff or through the use of outsourcing. 
 

• The compliance monitoring team will conduct periodic reviews of the advice and 
recommendations 

• The internal audit team will conduct a ‘governance health check’ of the firm’s systems and 
controls. 

 
7. The operational capability should be reviewed in the light of the new customer bank, with a 

particular focus on IT, policies and procedures. The compliance support team needs to be 
engaged in this review. 

 
8. The firm could also consider the external standard BS857711: ‘This standard sets out a 

framework for managing an adviser firm and effectively supporting the provision of financial 
advice and planning services. It covers the management of a firm, incorporating all aspects 
that support the provision of advice services, such as fair, transparent and professional 
interaction with clients.’ 

 
E. Conclusion 

 

The first seven recommendations must be implemented with immediate effect and their impact 
must be closely monitored. It is therefore essential to ‘set the tone at the top’ and promote a 
compliance culture. Long term, the firm could also consider attaining the external certification. 

 
(2,134 words) 
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Commentary on this assignment 

The total mark awarded for this assignment was 85/100. 

Areas where the answer scored well include: 

• All the main issues are addressed 

• There is a clear structure to guide the reader 

• The referencing within the body of the assignment is effective and accurate. 
 

Areas for further development: 
 

• The answer would benefit from a more detailed conclusion that draws together various 
strands in the assignment 

• The answer could also have discussed the challenge of geographic dispersal of new business, 
the potential for home working and remote supervision. 
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Assignment 2 – based on learning outcome 2 
 

You are the Risk Officer of a regulated financial services company. 
 

The Internal Audit report was presented to the Board last month and included the following findings: 
 

A. Some of the Executive Directors were either unaware of the FCA requirements for holders of 
Significant Influence Functions or that their levels of awareness were insufficient 

B. Limited Continuing Professional Development (CPD) was being undertaken by the Executive 
Directors and where activities were being undertaken, they were not part of an identifiable 
plan or approach 

C. Some of the Executive Directors were unaware of the need to demonstrate their competence. 
 

Produce an internal report for the Board that: 
 

• Briefly outlines the competency requirements of the Executive Directors 

• Evaluates the potential risks and implications of the issues identified above 

• Formulates an action plan that mitigates the risks and avoids the implications. 
 

Student guidance: You may wish to complete this assignment by assuming the firm is conducting a 
particular regulated activity with which you are familiar. 

 
(2,500 words) 

 
Exemplar Answer 

 

Main risks and implications: 
 

• From a regulatory perspective, these include financial and other sanctions if breaches of 
regulatory rules occur 

• The legal risks include actions from shareholders if the Board is not seen to fulfil its duties 

• The reputational risks may generally arise from stakeholder perceptions should the legal 
and or regulatory risks crystallise. 

 
This report will provide recommendations and an Action Plan to mitigate risks and address the 
implications. 

 
1. Brief summary of Legislative and Regulatory Requirements 

 
The FCA Handbook places a number of duties on individual approved persons through the 
Statements of Principle and associated Code of Practice for Approved Persons, the need for 
individuals to meet a Fit and Proper test, and the specific requirements related to those 
holding SIFs. All of these rules require that the Directors understand their duties under FCA 
regulation and by implication are able to demonstrate that they have met these duties. 
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In addition, the UK Corporate Governance Code2 and the Companies Act 20061 contain 
relevant requirements. 

 

FCA rules 
 

A. Statements of Principle and Code of Practice for Approved Persons (APER)3 
 

There are seven principles and an associated Code of Practice to which approved persons must 
adhere, with the first four being relevant to all approved persons and the last three being relevant 
to those who manage the business. Principle 7 places an explicit duty on role holders to 
understand the requirements of the regulatory system whereas Principle 6 places an implied duty 
of the role holder on the basis that it would not be possible to effectively comply with these 
requirements in a regulated environment without knowledge of the regulator’s expectations. 
For example, an adequate understanding of the regulator’s requirements would be required in 
order to comply with requirements such as that cited below: 
‘APER4.7.4 Failing to take reasonable steps to monitor (either personally or through a compliance 
department or other departments) compliance with the relevant requirements and standards of 
the regulatory system in respect of 1the regulated activities of the firm in question (as referred to 
in Statement of Principle 7)1 falls within APER 4.7.2 E (see APER 4.7.12 G).’ 

 
B. Fit and Proper Test 

 
All approved persons must be fit and proper individuals to perform their particular controlled 
functions as the following extract: 

 
SYSC 5.1.1 ‘a firm must employ personnel with the skills, knowledge and expertise necessary for the 
discharge of the responsibilities allocated to them.’ 

 
In determining a person's competence and capability, the FCA will have regard to all relevant 
matters including but not limited to: 

 
(1) whether the person satisfies the relevant FCA training and competence requirements in relation 
to the controlled function the person performs or is intended to perform; 

 
(2) whether the person has demonstrated by experience and training that the person is suitable, or 
will be suitable if approved, to perform the controlled function; 

 
These requirements include not only that competence exist but also clearly state that this must be 
demonstrated. 

 
C. Significant influence function requirements 

 
The FCA has made clear that it regards senior management knowledge and competence to be a 
key issue in the risk management employed by firms. CP10/3 sets down the following tests 
requirements for those holding significant influence functions. 
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Market knowledge - awareness and understanding of the wider business, 

economic and market environment in which the firm 
operates. 

Business strategy and model - awareness and understanding of the firm’s business 
strategy and model appropriate to the role. 

Risk management and control -  the ability to identify, assess, monitor, control and mitigate 
risks to the firm. An awareness and understanding of the main 
risks facing the firm and the role. 

Governance, oversight and 
controls 

- the ability to assess the effectiveness of the firm’s 
arrangements to deliver effective governance, oversight and 
controls in the business and, if necessary, oversee changes in 
these areas. 

Regulatory framework and 
requirements 

- awareness and understanding of the regulatory framework in 
which the firm operates, and the regulatory requirements and 
expectations relevant to the SIF role. 
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In order to be able to perform as a SIF, it is necessary to demonstrate competence in this area and 
the firm will need to be able to demonstrate that it is complying with these requirements. The FCA 
makes this clear in the following excerpt from CP10/3: 

 
‘Approval to perform a controlled function brings with it a number of important responsibilities, 
including a duty to be aware of and comply with our regulatory requirements and expectations. 
Non-compliance with our regulatory requirements may result in us taking action (which could 
include enforcement action) against the firm and/or the approved person concerned’ 

 
Summary 

 
The FCA principles and rules place a clear requirement on Directors and SIF holders to be able to 
understand and demonstrate ongoing knowledge of the regulatory requirements of their roles. 
Whilst there is not a prescriptive requirement for CPD in the way as required for a retail 
investment adviser it is nonetheless a clear requirement that skills and knowledge are kept up to 
date. 

 
Other rules and requirements 

 
Under the Companies Act 2006, a Director must exercise care, skill and diligence which includes 
‘the general knowledge, skill and experience that may reasonably be expected of a person carrying 
out the functions carried out by the director in relation to the company….’ 

 
This can clearly be interpreted as a requirement to understand and comply with the rules of an 
industry regulator where one exists. 

 
The UK Corporate Governance Code4 applies on a ‘comply or explain’ basis. The Code 
requires that ‘All directors should receive induction on joining the board and should regularly 
update and refresh their skills and knowledge.’ 

 
This requirement clearly places an ongoing obligation on Directors to ensure that their knowledge 
and skills are up to date which would include the requirements of the industry regulator. 

 
2. Risks and Implications 

 
The risks of failing to address these issues are likely to occur in areas such as: 

Reputational risk 

If regulatory censure becomes public, this will have a knock on effect on the reputation of the 
firm. A good example of this is the Final Notice issued by the FCA in November 2014 to RBS, 
NatWest and Ulster Banks where the Group Board was criticised for its lack of understanding of 
the issues leading to a critical IT breach. The banks were fined £42m.5 

 
Another relevant example can be found in final notice to State Street Bank Europe Limited and 
related company in January 2014. Here, the FCA states that one of the factors leading to the 
breach was ‘State Street UK’s breaches revealed systemic weaknesses in State Street UK’s systems 
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and controls around their UK TM business;’. This was based on a finding that ‘The level of 
discussion, scrutiny and challenge in relation to the UK TM business and its revenue streams in key 
State Street UK senior management meetings, including those of the UK Board, UK ExCo and SMC, 
was inadequate during the Relevant Period.’6 

 
Market risk 

 

Competence issues can result in loss of confidence among key shareholders which in turn can 
depress share values. 

 

Regulatory risk 
 

Regulatory intervention can result in fines for the company and variations of permissions. 
Additionally, it can result in fines on individuals and/or prohibition. 

 
Governance risk 

 

The UK Corporate Governance Code which applies on a ‘comply or explain’ basis. The Code 
requires that ‘All directors should receive induction on joining the board and should regularly 
update and refresh their skills and knowledge.’ 

 
Failure to comply with this code could possibly result in disqualification from being a company director. 

 
3. Recommendations and Action Plan 

 
In order to address the issues identified, the following actions are recommended. 

 
Competence Framework 

 
A competence framework should be specifically developed to cover executive management. This 
should include: 

 
• The core element of the FCA requirements for SIFs (see table in 2. B of this report) 

• Processes for the maintenance and recording of knowledge 

• Knowledge of governance risk and firm specific procedures 

• Staying current with external developments (particularly in legislation and regulation) 

• Relevant qualifications. 
 

In implementing this competence framework, there will be a focus on the following: 
 

• A review of performance against objectives and behaviours (both validated via the appraisal process) 

• A requirement for validated CPD activities 

• An external review of Board performance from an appropriate consulting firm. 
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The competence of Board members is the responsibility of the Chairman, and an annual 
competence report should be produced and provided to the Chairman. 

 
Gap Analysis and Individual Plans 

 
Following the identification of the issues, it is proposed that all Board members undergo a 
knowledge and skills assessment to identify any relevant gaps against the standards defined under 
the competence framework. 

 
Given the seniority of the individuals concerned it is recommended that this exercise be 
conducted independently by an outside consultant to prevent any conflicts of interests or 
perceived conflicts arising. 
 
Following the review, individual action plans should be drawn up and agreed with Board members 
and any necessary coaching or training sourced. 

 

Report to the Board 
 

It is also recommended that a special report to the Board be presented on the progress of 
recommendations in three months’ time. This will cover the development of the framework and 
the progress of the gap analysis and progress on putting in place the individual plans. 

 

(1,537 words) 
 

COMMENTARY ON THIS ANSWER 
 

The total mark awarded for this assignment was 68/100. 

Areas where the answer scored well include: 

• There is extensive knowledge on regulatory competency requirements evidenced 

• There is much relevant discussion of risks and implications 

• Referencing is provided from trusted sources. 
 
  

http://www.legislation.gov.uk/ukpga/2006/46/part/10/chapter/2
http://www.frc.org.uk/Our-Work/Publications/Corporate-Governance/UK-Corporate-Governance-Code-
http://fshandbook.info/FS/html/FCA/APER/2/1A#DES13
http://www.frc.org.uk/Our-Work/Publications/Corporate-Governance/UK-Corporate-Governance-Code-
http://www.fca.org.uk/static/documents/final-notices/rbs-natwest-ulster-final-notice.pdf
http://www.fca.org.uk/static/documents/final-notices/state-street.pdf
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Areas for development include: 
 

• The assignment might benefit from discussion of broader competency requirements 
beyond regulation 

• The assignment could have provided more evidence of application and analysis, 
especially in section 3 on recommendations and action plan 

• The report might also have benefitted from an executive summary that gave clear 
guidance to the Board 

• This additional content could be included within the recommended word count, especially 
if the regulatory content had been summarised more succinctly. 
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Assignment 3 – based on learning outcome 3 
 

You are one of the Senior Management of a large regulated financial services firm. 
 

Over a number of years, the organisation has developed a culture that is compliance focused, 
process driven and centrally controlled. As a result, there is 100% oversight of all business 
transactions. 

 
A new Head of Sales, Jane Murray, has been appointed. She has expressed a preference for a 
culture that focuses on the customer experience. As a result, she wants to introduce a values led 
culture which moves away from the 100% process driven compliance culture towards a more 
customer centric outcome focused culture. 

 
Produce a report that evaluates the risks and benefits of moving towards a customer centric and 
outcome focused culture. 

 
Student guidance: You may wish to complete this assignment by assuming the firm is conducting a 
particular regulated activity with which you are familiar. 

 
(2,500 words) 

 
Exemplar Answer 

 

Executive Summary 
 

A values led culture raises a significant number of risks which the report identifies and suggest 
suitable mitigating actions for. In return for accepting these risks, the benefits of developing a 
strong professional reputation for valuing customer outcomes will place us in an enviable position 
for securing clients of High Net Worth who particularly value firms that live by clear embedded 
values. 

 
Introduction 

 
This report has been produced in response to Jane Murray’s (JM), the new Head of Sales, request 
to evaluate the risks and benefits of developing a customer centric and outcome focused culture. 
The report acknowledges that we have been operating in an extremely process driven culture in 
previous years and that with the FCA focus on ethics and culture it is timely to consider the 
alternatives. 

 
Overview of culture in FCA regulated organisations 

 
The FCA have adopted six cultural drivers that they believe will have a significant impact on the 
culture of an organisation and these are a valid way of considering how our culture operates and 
could further develop. 
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• Leadership 

• Strategy 

• Decision Making 

• Controls 

• Recruitment and Training and Competence 

• Reward 
 

When considering these six cultural drivers our mechanical, compliance, tell me what to do 
attitude promotes a culture of dependency that is indicative of a compliance culture. JM is 
suggesting that there would be business benefits of adopting a customer centric, outcome focused 
culture. This was identified by Prof. David Jackman as a values led culture. These two types of 
culture were identified by Prof. David Jackman together with a minimum standards and business 
improvement culture. 

 
The move from a compliance culture to a values led culture will require significant organisational 
design interventions; such as new styles of leadership, greater levels of emotional intelligence and 
an understanding and recognition of impact of organisational values. 

 
There is also an additional layer of complexity that we need to take into account as an FCA 
regulated firm. Compliance with the FCA requirements is a prerequisite for business authorisation, 
success and survival. While undertaking a cultural change, we must take into account a number of 
key control requirements. These include TCF, SYSC, three lines of defence. For the purpose of this 
report, they are most effectively summarised by the FCA Principles for Businesses. Here a firm 
must: 

 
Prin 1: conduct its business with integrity 

 
Prin 2: conduct its business with due skill, care and diligence 

 
Prin 3: take reasonable care to organise and control its affairs responsibly and effectively with 
adequate risk management systems 

 
Prin 6: pay due regard to the interests of its customers and treat them fairly 

 
Prin 7: pay due regard to the information needs of its clients, and communicate information to 
them in a way which is clear, fair and not misleading 

 
Prin 8: manage conflicts of interest fairly, both between itself and its customers and between 
customer and another client 

 
Prin 9: take reasonable care to ensure the suitability of its advice and discretionary decisions for 
any customer who is entitled to rely upon its judgement 
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Establishing a Values led culture 

 
It is important that we are all clear what is required from a values led firm. It must be based on our 
core values that are not prescriptive but sets internal standards that promote ethical behaviour 
and relies on individual responsibility and a sense of involvement. This has to be supported by an 
ongoing learning culture and appropriate leadership styles. 

 
Establishing an appropriate culture is a complex and lengthy process. It will need close and 
effective project management, using a methodology such as PRINCE 2; risk management using 
existing governance systems and change management using methodologies such as those of Karl 
Lewin or Kotter’s 8 stage model. Also, as part of the planning for cultural change process a useful 
model to consider is Johnson and Scholes cultural web, where stories, symbols, power structures, 
organisational structures, control systems and rituals and routines all contribute to the culture an 
organisation develops. 

 
The CII has also recommended an approach to developing a values led culture through a ten point 
ethical framework, this approach is a merger of good project, risk and change management and 
the FCA cultural drivers. 

 
1. Set the right tone from the top 

2. Embed an effective value statement 

3. Promote an open culture within the organisation 

4. Develop a whistleblowing procedure 

5. Provide impartial, confidential advice on ethical issues 

6. Embed an organisational code of conduct 

7. Train staff in ethics 

8. Reward ethical behaviour 

9. Ensure disciplinary procedures are effective 

10. Monitor organisational integrity and effectiveness 

The suitability of these approaches is considered in the following risk section with regard to 
possible mitigating action that we can take to minimise the impact of the change to a values led 
culture. 

 
Risks and Benefits of moving towards a Values led culture 

 
Our existing compliance based culture is very consistent and the clear standards focused on rules, 
processes and controls provides very clear direction which means that it is easy to demonstrate 
compliance with FCA requirements. However, this can result in too much red tape and the ‘tick 
box’ attitude can foster an attitude of not my problem that can result in the customer outcomes 
not being the primary concern. 

 
A Values led culture takes a very different approach where managing risk is part of everyone’s job 
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and the individual is required to exercise judgement and take responsibility for customer 
outcomes. Fundamentally, rather than strict procedures people are expected to exercise a degree 
of judgement. This approach brings its own risks and benefits. 

 
Risks 

 
The process of change is itself a risk as people have to understand and accept the requirements of 
the new culture. If they have always operated in a compliance culture the increased levels of 
personal responsibility may not be attractive to all members of staff. The impacts of this risk can 
be mitigated by adopting a wide range of change communication activities, e.g. face to face, 
discussion groups, intranet updates, support messages from the Board. This will provide clarity 
and increase levels of individual buy-in during the change process, which will mitigate periods of 
uncertainty as identified by Karl Lewin. 

 
More individual responsibility for risks brings a risk as people have different attitudes and 
tolerance to risk which means that when faced with the same issue they may react differently and 
if they have an issue they could respond differently. The impacts of this risk can be mitigated by 
establishing an initial education programme and then ensuring that there are open and regular 
discussion forums to help people establish the correct responses in a wide variety of situations. 
The fundamental basis of a Values led culture is individual discretion within parameters and as 
people all respond differently ongoing discussion and review is an essential process. 

 
The reduced levels of perceived control may not suit all managers and their leadership styles may 
not be appropriate. One of the key FCA cultural drivers is leadership and a values led culture will 
require managers to adopt a range of leadership styles. The impacts of this risk can be mitigated 
by adopting an education programme that introduces supervisors and managers to a wide range 
of leadership models such as: Hershey & Blanchard’s situational leadership, values based 
leadership and collaborative leadership. Managers will also need to demonstrate higher levels of 
emotional intelligence as described by Daniel Goleman. 

 
Greater individual discretion may lead to inconsistency of approach across departments and 
divisions. The impacts of this risk can be mitigated by adopting an effective risk management 
system where potential risks are identified, analysed and controlled. This process has to be 
undertaken on a regular basis with regular internal audit reports being presented to the risk 
committee for consideration. The appropriate levels of risk control should then be adopted that 
support the core concepts of a values-led culture. It would be very easy at this time to revert to a 
compliance based approach. 

 

The lack of standardised approaches can mean that it is harder to measure effective compliance. 
The impacts of this risk can be mitigated by establishing effective management information 
systems that use both hard and soft data as part of the KPI process. An effective way of using the 
possible ‘Niagara Falls’ of data is to establish a Balanced Scorecard that measures just a few of the 
most important KPIs. This allows the management team to quickly identify any possible control 
issues and to establish internal investigations at the earliest stage before any issue becomes 
significant. 
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Benefits 
 

Overall Customer expectations are changing, costs of business are increasing and as a result of 
RDR how we generate income has significantly changed. A values led culture is a more 
appropriate response to this new business environment as it is more flexible, and it focus is the 
client. 

 
The Value led culture establishes an increased personal commitment to compliance that can 
result in better decisions based on the actual situation rather than a set of pre-defined rules. 

 
Customer outcomes become the focus, and this can lead to better rapport building and deeper 
levels of trust. This can lead to increased levels of trust and consequently more opportunity for 
providing high quality advice. 

 
The costs of compliance are reduced as the overheads of 100% oversight are reduced when the 
informal and formal business controls are merged into a regime of personal responsibility for 
effective compliance. 

 
The firm is more likely to have a positive attitude towards individual customer needs and be 
more responsive to individual needs when presenting choices and recommendations. 

 
The firm is more likely to be an open and honest place to work, where the clearly expressed 
values and expectations leads to better teamwork and staff loyalty. 

 
A firm with a values led culture is going to develop a more professional reputation as the 
employees are seen to be able to make the decisions that directly affect customers rather than 
having to constantly refer to rule books and/or refer decisions. 

 
Next Steps 

 
This is a significant change for our organisation that will impact at all levels and across all 
departments, not just JM’s sales team. It is therefore essential that the approach is fully supported 
by all members of the board and sufficient resources are allocated to the planning, 
implementation and monitoring of success. 

 
I believe that bearing in mind the business environment changes we are facing the change to a 
values led culture is an appropriate strategy that will form a strong base for future business 
growth. 

 
Following, a full review by the Board of the suggested change we should then appoint a specific 
member of the board to be responsible for the change. They will oversee the development of a 
fully costed project plan that will form the basis for the final board approval. 
(1,794 words) 
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COMMENTARY ON THIS ANSWER 
 

The total mark awarded for this assignment was 78/100. 
 

Areas where the answer scored well include: 
• The reader is led through the assignment in a logical manner through its clear structure 

• All material is relevant to the question set. 
 

Areas for further development: 
• The cultural drivers and the surrounding regulatory environment could have been 

explained in more depth 

• Recommended actions could benefit from more detail on the consequences of these actions 

• The wider reading displayed in the example answer would benefit from 
conventional referencing to improve the mark achieved for referencing and/or industry 
examples. 
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