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Introduction

The scope of this
Simplification Plan

In December 2006 we published a
Simplification Plan that outlined
how we have improved — and
planned to continue to improve — the
regulation of the financial services
industry.! The Simplification Plan
followed a series of publications in
2006 related to better regulation —
two studies of the costs of regulation
(including administrative burdens),
one on the benefits of regulation and
an update to our Better Regulation
Action Plan.?

Many of our stakeholders will
know we publish our Business Plan
each February (for the following
financial year, April to March) and
our Annual Report each June (for
the year before). We believe it
would be sensible to combine our
simplification reporting with our
annual accountability cycle — a
forward-looking statement of
simplification initiatives with the
Business Plan and a review in the
Annual Report of the simplification
we have delivered. Linking our
presentation of simplification work
to our corporate planning process
will be more efficient and enable us
to give a more complete picture of
our work. It will also enable
stakeholders to see how we are
meeting our statutory objectives and
Principles of Good Regulation
(contained in the Financial Services

and Markets Act 2000 (FSMA)).

One year on, this update to the
2006 Simplification Plan reflects the
latest position on each of these
initiatives and main incoming
burdens. We will identify further
simplification measures and
incoming burdens in our Business
Plan in February 2008.

The Treasury has also published a
revised Simplification Plan, with
measures relating to financial
services, on its website.?

More principles-
based regulation

The initiatives in this Plan reflect a
mix of domestic initiatives and
work brought about by the
implementation of various
European directives.

Running through the Plan is the
theme of more principles-based
regulation. We are committed to
moving regulation, where possible,
away from detailed rules and
towards a more principles-based
approach. We believe this can
produce better outcomes for both
consumers and the financial services
industry by encouraging a keen
focus on how best to act in a
particular situation, rather than
simply following a more mechanistic
approach. The shift towards a more
principles-based approach will be an
ongoing process.
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In April 2007 we published a
strategy paper? setting out our
approach to more principles-based
regulation and identifying the actions
that would support this transition.

Key deliverables

This year we have delivered several
significant policy changes, in
particular in the direction of more
principles-based regulation. Of
course, different types of firm will
be affected in different ways.

For instance, firms operating in the
retail area have seen a major
overhaul of the requirements on
their business. There have been
substantial reforms to the conduct
of business regime, financial
promotions rules, complaint
handling requirements, and training
and competence rules. We have
sought wherever possible to
articulate requirements in the least
prescriptive, most outcome-focused
way, to give firms the flexibility to
deliver the regulatory outcomes we
require in ways that are best suited
to their circumstances.

Retail and wholesale firms have also
seen major revisions of the data they
report to us regularly. Introducing the
Capital Requirements Directive
(CRD) has led to a fundamental
change in the way some banks,
building societies and investment

1 www.fsa.gov.uk/pubs/other/simplify plan.pdf

2 www.fsa.gov.uk/pages/Library/Communication/PR/2006/061.shtml

3 www.hm-treasury.gov.uk

4 www.fsa.gov.uk/pubs/other/principles.pdf
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firms calculate their regulatory capital
and measure the risks that need to be
covered. We used the implementation
of the CRD as an opportunity to
revise all our reporting requirements
for these sectors. Overall, the net
change in the amount of data we will
collect in future represents a 45%
reduction for banks, a 25% reduction
for building societies and a 55%
reduction for securities firms.
Investment management firms, on the
other hand, will see an average 410%
increase, reflecting the relatively light-
touch reporting burden under their
previous regulatory regimes.

Separately, we have reviewed the
Complaints Return and the Retail
Mediation Activities Return
(RMAR). Most of our regulated
firms complete the Complaints
Return and we have proposed an
overall reduction of 80% in the
amount of data collected. The
RMAR is submitted by around
20,000 firms which act as
mortgage, general insurance and
retail investment intermediaries. We
proposed a net 30% reduction in
the amount of data collected.

Implementing EU
requirements

When we implement new EU
measures, we do not impose any
more requirements additional to a
directive without making a clear
cost benefit case. In taking forward
the measures and reviews outlined
in this document we will always
consider carefully whether extra
requirements are justified.

At the 2005 Pre-Budget Report, the
government set up a review to look
at the whole process by which EU
legislation is given effect in the UK,
from transposition (writing EU
legislation into national law) to

enforcement. The review, led by Neil
Davidson QC, Advocate General for
Scotland, aimed to identify — and
consider ways to simplify — any
unnecessary burdens created by over-
implementation, and reported with
recommendations to the government
at the end of 2006. We worked with
the review team to explain our
approach and the decisions taken in
some specific policy areas.

The reviews — contained within this
plan - of the close links requirements
and insurance conduct of business
rules are taking into account the
results of the Davidson Review.

The international agenda remains a
very high priority for us. We continue
to invest significant amounts of time
and effort — particularly at senior
management level — in influencing the
international debate. Europe
continues, of course, to play a pivotal
role in shaping the development of
the regulatory landscape. We work
hard to steer both the overall style
and direction of relevant European
legislation and matters of substance
on individual initiatives, such as
Solvency 2.

We believe strongly that the
Lamfalussy committees offer the
best prospect of achieving cost-
effective regulatory convergence in
the EU. We are active in pushing
forward convergence in areas such
as peer review and EU-wide
training. We have also taken every
opportunity to promote better
regulation within the EU
institutions, both in general terms
and in our comments on specific
areas such as mortgages. With the
Treasury we have recently published
a Discussion Paper contributing to
the ongoing debate on the future of
regulation and supervision of
financial markets in the EU.

Your input

We will continue to look actively
and imaginatively for ideas and
opportunities for review and
encourage you to offer further
thoughts and suggestions.

We respond to queries submitted
through the Better Regulation
Executive portal at
www.betterregulation.gov.uk .

We also have a Better Regulation
inbox to which you can use to send
us feedback and comments directly

at betterregulation@fsa.gov.uk

5 www.hm-treasury.gov.uk/media/4/0/fin_lamfaulssy071107.pdf
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