ANNEX 1 to Submission by Mr Jim Shannon MP , Mr Brian
Little and Mr Paul Moore to the TSC Inquiry on SME Finance
- 30 March 2018
Section 2 FCA Handbook 2.1 The Principles and SME Source Book

Point 2.1

RBS-GRG Backbench debate Hansard 18 Jan 2018 .. Mr Shannon MP opening and
concluding remarks at 2.15pm
“In Northern Ireland, SMEs account for 75% of employment, 75% of turnover and 81% of
gross value added. The private sector has clearly taken us away from the past, and it is
important that we do so. I have written to the FCA, and Andrew Bailey in particular, outlining
the case for UK SMEs. (Point 4.6 P.31 –P43)..........Small businesses have gone under,
drowning as they watch the Government bailing out bankers. I call for the return of the oldfashioned code of truth, honesty, fairness, common decency, integrity and transparency
throughout the whole banking industry. I call for the return of the bank manager who actually
knows people, rather than glancing at an online profile. It is time that we did our best for our
people.” …………………… and which was followed shortly by
Economic Secretary John Glen MP “We heard further powerful testimony from the hon. Member
for Strangford (Jim Shannon), who used uncharacteristically strong language—legitimately so.”
FCA.FOS.Doc59.case..... Mr Jim Shannon MP and Mr Gregory Campbell MP have also
asked me to bring to your and the FCA attention the relevance and application of the
FCA Principles of Business to the past, present and future conduct of Danske Bank. I
have copied the relevant part from the FCA handbook. Their understanding is that
The Principles apply to all authorised firms by the FCA for both regulated and
unregulated business….such as Danske /Northern Bank.
Point 2.2
From: Consumer Queries [mailto:consumer.queries@fca.org.uk]
Sent: 16 March 2018 16:21
To: XXXXXXXXXXXXXXXXXXXXX
Subject: RE: FCA Danske - Registered Post Follow up - please confirm receipt
Dear XXXXXXXX,
Thank you for your further email. I appreciate Mr XXXXXXX has now provided
authorisation for you to discuss this case on his behalf. As you've correctly mentioned,
we were previously unable to discuss this case with you due to requirements under the
Data Protection Act.
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Our Principles for Business
You've also mentioned that it is the understanding of Jim Shannon MP and Gregory
Campbell MP that our principles for business apply to all the firms we regulate and
they should adhere to these when they are carrying out both regulated and
unregulated activities.
To clarify this, our rules and regulations would only apply when they are offering a
regulated service, if a firm is carrying out an unregulated services these wouldn't apply.
If there are any concerns that a firm isn't adhering to our principles for business we
would still be interested in this information regardless of the activity being carried out.
The conduct of a firm carrying out an unregulated activity may be indicative of how
they operate when offering a regulated activity so we would still consider this
information as part of our supervisory work.
Further information from you
I appreciate that you'd like to provide us with further information about this. On
receipt I'll make sure this is logged appropriately with our supervision department. I
look forward to receiving this.
I hope my response is clear and helpful however if you have any further questions
please let us know.
Kind Regards,

XXXXXXXXXXXXXX

Point 2.3
From: XXXXXXXXXXXXXXXXXXXXXXXX
Sent: 16 March 2018 17:37
To: 'DUP Limavady'; 'JIM SHANNON (jim.shannon1@btopenworld.com)'
Cc: 'consumer.queries@fca.org.uk'; 'Derryduff Farm'
Subject: RE: FCA Danske - Registered Post Follow up - please confirm receipt
Mr Jim Shannon MP and Mr Gregory Campbell MP
Please see full and prompt reply below from the FCA.
It would seem that your understanding /belief that these FCA Principles of doing
Business does NOT apply to unregulated business even though Danske are an FCA
authorised firm. I am left wondering /fascinated by how an FCA authorised firm can
have a culture and procedures for a regulated business and that culture not be similar
/ identical for its unregulated business? Never my experience in multiple small and
large private UK and international companies and in the public sector in my thirty +
years in work.
Kind regards

XXXXXXXXXXXXXX
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Point 2.4
From: XXXXXXXXXXXXXXXXXXXXXX
Sent: 18 March 2018 15:26
To: 'consumer.queries@fca.org.uk'
Cc: 'JIM SHANNON (jim.shannon1@btopenworld.com)'; 'limavadyhq@dup.org.uk'
Subject: RE: FCA Danske - Registered Post Follow up - please confirm receipt
XXXXXXXXXXXXXXXXXXXXX
I believe that both MPs are or will be genuinely shocked. I think they believe their
parliamentary colleagues would be similarly surprised for all FCA authorised firms. Mr
Shannon’s parliamentary aide brought the following DP18/2
https://www.fca.org.uk/publications/discussion-papers/dp18-2-transforming-culturefinancial-services link to my attention yesterday morning. This has just been issued by
your FCA colleagues and Mr Shannon MP doesn’t understand why the FCA principles would
not be central in that Discussion paper. Please pass his view to the author.
XXXXXXXXXXXX
Many thanks and kind regards
XXXXXXXXXXXXXXXX
Point 2.5
From: jim.shannon1@btopenworld.com
Sent: 23 March 2018 10:59
To: consumer.queries@fca.org.uk
Cc: limavadyhq@dup.org.uk
Subject: FW: FCA Danske - Registered Post Follow up - please confirm receipt
XXXXXXXXXXXXXXXX
I have read XXXXXXXXXXX email above and can tell you that in a straw poll this week with a
number of our parliamentary colleagues 100% of them believed that the FCA Handbook
Principles would apply to financial businesses authorised by the FCA. They could see no
reason why the principles would not apply to all business of an authorised firm. Most of
them and we thought the problem was limited to a failure for Banks etc. to adhere to the
Principles not that they didn’t apply at all by the Regulator and /or Law.

Could you please therefore have the FCA legal people advise us of
the relevant sections of the legislation which restricts the
Principles to regulated business only.
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Point 2.6
Financial Services: Regulation:Written question - 133585
Q
Asked by Mr Gregory Campbell
(East Londonderry) [N]
Asked on: 21 March 2018
Treasury
Financial Services: Regulation
133585
To ask Mr Chancellor of the Exchequer, whether paragraph 2.1 of the Financial Conduct Authority's
(FCA) Principles for Business applies to (a) all firms authorised by the FCA and (b) firms engaged in
regulated activities which are not authorised by the FCA.
A
Answered by: John Glen
Answered on: 26 March 2018
Under the Financial Services and Markets Act 2000, any firm (whether a business, a not-for-profit or
a sole trader) carrying out a regulated activity must be authorised or registered by the FCA, unless
they are exempt. It is a criminal offence to carry out regulated activities if a firm is not authorised or
exempt.
All FCA regulated firms must adhere to the Principles for Businesses, as set out in the FCA
Handbook.
Following my colleague Mr Gregory Campbell MP Q 133585 and Mr John Glen response :26.3
Written question XXXXXX: Jim Shannon 30-03-2018 ?
Q Asked by Jim Shannon (Strangford)
Asked on: 29 March 2018

Treasury

To ask Mr Chancellor of the Exchequer, following the Economic Secretary’s presence
throughout the Backbench debate on 18 January 2018, whether HMG believes that the FCA
Handbook 2.1 Principles applies to all firms authorised by the FCA for both its
(a) regulated and (b) unregulated business.”
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2.7
To Mr Andrew Tyrie and TSC - 19 September 2014
https://cleveland-co.com/sean-martin-letter-to-andrew-tyrie/
In a response to the Treasury Select Committee’s inquiry on SMEs, Sean Martin, General
Counsel of the FCA, has issued a letter to Andrew Tyrie, published on 19 September 2014, in
which he has explained the legal opinions used by the FCA in their decision to treat loans similar
to interest rate hedging products (IRHPs) as falling outside of regulatory remit.
The FCA received legal advice from Charles Flint QC of Blackstone chambers. The FCA’s
internal position, which was supported by the advice they received, is as follows:





Contracts for loans similar to IRHPs are not specified investments under the Financial
Services and Markets Act 2000. Entering into or terminating such contracts does not
constitute regulated activity.
When a bank enters into a contract for loans similar to IRHPs, or terminates such a
contract, the conduct elements of the Principles for Businesses do not apply.
The FCA is currently unable to establish a redress scheme in respect of any failings to
properly disclose break costs in contracts for loans similar to IRHPs, or to regulate the
future conduct of banks in that respect.

Mr Martin further explained that the fact that IRHPs alone are regulated products and loans
similar to IRHPs are not, is not a paradox. IRHPs are contracts for differences (CFDs), the
purpose of such being to secure a profit or to avoid a loss by reference to fluctuations in interest
rates. Loans similar to IRHPs are not for the purpose of securing a profit, but rather for the
purpose of customers to borrow and for banks to lend.
Regardless, such contracts will be looked at on a case-by-case basis. Whether or not a product is
regulated will depend on the construction of the individual contract. Mr Martin advises that it is
ultimately a responsibility of the banks to categorize such contracts and to assess what regulatory
requirements apply to a given product. The FCA has no evidence to suggest that banks have been
doing so incorrectly.

The FCA is currently unable to establish a redress scheme in respect of any failings to
properly disclose break costs in contracts for loans similar to IRHPs, or to regulate the
future conduct of banks in that respect. ??
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Section 3 : Redress for Past Victims of the Banking crisis – FCA / FOS and CP18/3
Background information re Financial Ombudsman Service
Point 3.1
A. Scanned Extract from Mr Jim Shannon MP letter to Ms Wayman – FOI 29 August 2017 - Point 3.2 at (P.7 - P.9)
Commons Members Library reference
B. FOI Scanned Reply from FOS in letter dated 26 September 2017 (P.10-P.12)
Commons Members Library reference
C. And further clarification from FOS in letter dated 2 November 2017 (P.12-P.13)
Commons Members Library reference
D. Email exchanges between Mr Shannon MP and FOS (P14-P16)
E. Letters to and from Mr Andrew Bailey – FCA CEO (P.35-P.46)
Commons Members Library Reference
F. Freedom of Information Request to FCA re SMEs (P.47- P.52)

And Backbench debate on 18 January 2018

Share this debate

Mr Shannon MP speech at 2.15

Resolved,

That this House is deeply concerned by the treatment of small and medium-sized enterprises
(SMEs) by the Global Restructuring Group of the Royal Bank of Scotland; notes that there
are wider allegations of malpractice in financial services and related industries; believes that
this indicates a systemic failure to effectively protect businesses, which has resulted in
financial scandals costing tens of billions of pounds; further believes that a solution requires
the collective and collaborative effort of regulators, Parliament and Government; and calls
for an independent inquiry into the treatment of SMEs by financial institutions and the
protections afforded to them, and the rapid establishment of a tribunal system to deal
effectively with financial disputes involving SMEs.
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Point 3.2

Letter from Jim Shannon MP to CEO of FOS re information research

7

8

9

Initial reply from FOS
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3.3
From: XXXXXXXXXXXXXXXXXXXXXX @financial-ombudsman.org.uk>
To: "jim.shannon1@btopenworld.com" <jim.shannon1@btopenworld.com>
Sent: Thursday, 29 March 2018, 16:58
Subject: response to your query

Dear Mr Shannon
Thank you for your question about our handling of complaints brought to us by micro-enterprises. We
understand that this is an area that you are particularly interested in and we share your appreciation of the
importance of this area. We also understand that you are looking for further information to inform your
response to the Financial Conduct Authority’s consultation CP 18/3, which includes proposals to introduce a
new category of eligible complainants ‘small businesses’, that will join micro-enterprises in being able to
bring complaints to the ombudsman service. While the decision over whether to introduce the new category
of eligible complainants is for the FCA, we are of course happy to help you in your considerations.
In each of the last two financial years, we have received between 4000 and 5000 complaints from microenterprises (and in addition we also consider complaints from sole traders which may be categorised as
individual complaints). As you might imagine, these vary considerably in the complexity of the issues
involved. Many of them will be very similar to the kinds of complaints that we receive from individual
consumers. In 2016/17, just under 30% of new complaints from micro-enterprises were about issues with
their current accounts, many of which would not be more complex than complaints that individuals bring to
us.
Of course, there are complaints about financial businesses that are brought to us by micro-enterprises that
are amongst the most complex cases that we consider here at the ombudsman service, such as those about
SWAPs (although it should be noted that the number of SWAPs cases has been declining in recent years). At
present we have seven adjudicators and 12 ombudsman who generally look at these cases – although there
are others who are also able to look at these complaints if it were required. As a demand-led organisation
we keep the level of resource that we need under review and work flexibly to resolve complaints with the
minimum formality. Our ombudsmen are our most senior and experienced decision makers and you will be
able to speak to some of them when you visit the service.
The FCA’s consultation paper contains proposals for us to look at complaints from small businesses about
actions or failures to act occurring on or after 1 December 2018. The FCA estimates that this will involve
around an additional 370-1,255 complaints per year. While the decision is for the FCA, we are planning for
this to be implemented and are putting arrangements in place to handle these cases. We are keen to work
with key stakeholders to discuss our approach and will keep the resource and expertise required under
review – so we would welcome the views of you and your colleagues on your upcoming visit to the
ombudsman service.
If you are able to let us know the full list of who you would like to join you in visiting the service and what
they would like to cover then we can look at what is possible and send an agenda over for you to consider.
You will of course understand that it wouldn’t be appropriate for us, as an independent body, to discuss the
details of individual complaints with you or your colleagues on your visit.
Yours sincerely
XXXXXXXXXXXXXXXXX
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From: JIM SHANNON <jim.shannon1@btopenworld.com>
To: XXXXXXXXXXXXXXXXXXX - @financial-ombudsman.org.uk
Sent: Friday, 30 March 2018, 11:08
Subject: Fw: follow up

XXXXXXXXX
Thankyou for your email last night. I appreciate the fact that you have taken the time to set out some matters
and summarise some of the information within the CP18/3 Consultation.
I am not sure you are aware but just in case you are not I did write to Ms Wayman in my letter dated 29
August 2017 in relation to a FOI request. (FOI 2803) and replies dated 26 September 2017 , 2 November
2017 and 4 December 2017. This includes all information though it does seem that the FOS records prior to
August 2015 were inadequate.
1. We have noted Q4 in the Consultation and your reference to December 2018. I assume the FOS has been
involved in assessing the potential number of complaints in the future of 370-1255. At our meeting we would
like to know the basis of that calculation as that is clearly important in ensuring the FOS receive the right level
of funding to carry out this work by a fully trained and competent team. In effect how do the FOS foresee the
team of 7 adjudicators and 12 ombudsman changing. What is the length of service and experience of these
individuals in the FOS for these types of cases. How much training in the complex financial instruments do
these staff have.?
2. You will be aware that there is an increasing interest in the FOS in recent weeks and you should be aware
that the Democratic Unionist Party and others within Parliament will be increasing the focus on the past
victims of the banking crisis. As a result and to better inform that debate and ensure the FOS have proper
resourcing , if the Remit of the FOS proceeds , we should try and assess as best as we can the likely needs if
FOS is to address past victims.
So will you arrange that Ms Wayman is asked to prepare an analysis from past FOS records what has been
received per year from 1 September 2007 from what would be the “eligible group of complainants “ split by
Value of Claim for two categories

SMEs etc who are still trading /solvent

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
£1 – 25000
£1 – 25000
25000.- 75000
75001 – 150000
150001- 500000
500000 +
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SMEs or individuals which are now insolvent or bankrupt

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
£1 – 25000
25000.- 75000
75001 – 150000
150001- 500000
500000 +

Ms Wayman I would expect would be fully aware of the importance of doing this to their best of the FOS/FCA
ability coming after the perception of the management and volumes of PPI claims in the FOS. We think it is
essential that you have at least a preliminary methodology or analysis of this information for our meeting on
th
the 17 April .
As you would expect we would like to review the planning to date by the FCA/FOS in support of that
implementation from December 2018 and Ms Wayman ‘s preliminary assessment of the implications for past
victims from 1 September 2007 with Claims of up to £500000.
3. Realistically with the Easter recess now we won ‘t be able to finalise who on that specific day (but will be
the max 8) . I will endeavour to collate an agenda on return on 16 April 2018 and send by close that day.
Look forward to meeting you on Tuesday 17 th at 2.30 – 4.30 pm as I understand that the Economic Secretary
Mr John Glen MP will be taking oral questions on that morning.
Please confirm receipt by return

Many thanks
JIM
Jim Shannon, MP for Strangford
Office - 028 9182 7990 - 34a Frances St, Newtownards, BT23 7DN
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Point 3.5
Written question XXXXXX: Jim Shannon 30-03-2018?
Q Asked by Jim Shannon
Asked on: 29 March 2018
Treasury
Financial Services
134418

(Strangford)

Whether the recent publication of the FCA Consultation Paper (CP18/3), to which he
referred to in the recent Backbench debate on 18 January 2018, properly captures
HMG and the FCA powers, duties and responsibilities in relation to past SME banking
victims when it proposes to expand the remit of the FOS eligible complainants in its
proposed implementation in Q4 from 1 December 2018. What about those banking
victims from August 2007. Those who both still trade and those who went out of
business?

Written question 134652:

Jim Shannon 28-03-2018

Q Asked by Jim Shannon (Strangford)
Asked on: 28 March 2018
Treasury
134652
To ask Mr Chancellor of the Exchequer, if he will make an assessment of the contribution of the
discussion paper from the FCA published on Monday 12 March 2018 entitled Transforming culture
in financial services to addressing the issues raised by failures in the banking and finance sector
over the last 10-15 years.

Written question 134418:

Jim Shannon 27-03-2018

Asked by Jim Shannon (Strangford)
Asked on: 27 March 2018
Treasury
Financial Services
134418
To ask Mr Chancellor of the Exchequer, whether his Department plans to contribute to the debate
arising from the Financial Conduct Authority's discussion paper, Transforming culture in Financial
Services, published on 12 March 2018.
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Point 3.6

BACKGROUND : When we return from the Easter recess the DUP Chief Whip Sir Jeffrey
Donaldson MP and Mr Shannon MP plan to bring forward an Early Day Motion (EDM)
which addresses a specific question 4 in the FCA Consultation closing on 21 April 2018.
We believe this EDM ought to and will command support from across the House and
would encourage Members to add their names to the EDM.
“FCA Consultation (CP18-03) Q4. Do you agree that the changes introducing small
businesses as eligible complainants should come into effect on 1 December 2018 and
that they should apply only to complaints made to a firm regarding acts or omissions of
the firm which occur from 1 December 2018? If not, what transitional period do you
consider appropriate?”
Unless the complainant referred the complaint to the respondent or to the
Ombudsman within that period and has a written acknowledgment or some
other record of the complaint being received” and …….EDM wording”
Preliminary view
SMEs should have the CHOICE of options in choosing to seek redress within
certain parameters
(1) in the FOS with an expanded remit for claims / awards of up to £500,000
for businesses which are currently trading. This implemented after
appropriate training and resourcing, management and governance in FOS.
OR (2) the APPG Fair Business Banking proposed Financial Services Tribunal
(predicated we understand on Employment Tribunal principles) and available
for any claims of £10,000+ for those SMEs which continue to trade AND for
those SMEs and Guarantors which have been the subject of insolvency or
bankruptcy proceedings. This solution, when the parties to the highest value
complaints might reasonably expect the basis for decision – making and the
investigation process to more closely resemble those of a court should be
independent , transparent, and an expert system with full legal powers to
provide an affordable means of justice.
OR (3) Court
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Section 4

FCA Transparency and Governance : Public Interest balance

Point 4.1
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Point 4.2 Transparency on FCA website - note item (6)
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Point 4.3

FCA - Internal Audit Report - April 2014

23

24

25

26

Point 4.4
From: jim.shannon1@btopenworld.com
Sent: 23 March 2018 10:59
To: consumer.queries@fca.org.uk
Cc: limavadyhq@dup.org.uk
Subject: FW: FCA Danske - Registered Post Follow up - please confirm receipt
XXXXXXXXXXX ………..
In discussing this subject with one of the long serving members of the TSC this week
they drew my attention to the Internal Audit Reports published by the FCA on your
website. When we actually looked in to this further on the subject of the Banking
Supervision Oversight Function we could only find a single Internal audit Report dated
24 April 2014 and none since? Are we correct?
Why is that SOF subject matter not reviewed on an annual basis and published
accordingly on your FCA website. In particular in that report it has a major Finding and
Conclusions comment which is perplexing and certainly, in our view, the Audit
Committee should have insisted on annual Reports on this subject matter until it was
satisfactory. Not least because the FCA use FSMA Section 348 to avoid any feedback
and accountability on their actions at an individual complaint level to the public and
indeed MPs acting on a constituents behalf.
You may not be aware but the Audit Inspection Unit (AIU) of the Financial Reporting
Council (FRC) publishes annual reports on their findings for the Big Four accounting

Why does the FCA Internal audit not do
this for the Banking Supervision Teams for the main banks etc?
Who in turn would be required to produce an annual report,
which could be published for transparency purposes, for each
major Bank and which could be the subject of annual Internal
Audit inspections as appropriate?
firms and other audit firms.

Perhaps you could refer these matters to the specific individuals with that
responsibility or should we write to your CEO Mr Andrew Bailey directly?
Jim

27

Point 4.5

Financial Reporting Council / Audit Inspection Unit ; KPMG reports

FRC Audit Inspection Unit – from FRC website – 26 March 2018

Audit Quality Review
The FRC was designated the Competent Authority for audit regulation in the UK on 17 June 2016 by
the Statutory Audit and Third Country Auditor Regulations 2016 (2016 Regulations).
Our Audit Quality Review (AQR) team monitors the quality of the audit work of statutory auditors
and audit firms in the UK that audit Public Interest Entities (PIEs) and certain other entities within
the scope retained by the FRC (these are currently large AIM/ Lloyd’s Syndicates/Listed Non-EEA).
Monitoring of all other statutory audits is delegated by the FRC to Recognised Supervisory Bodies
under a series of Delegation Agreements. The overall objective of our work is to monitor and
promote continuous improvements in audit quality in the UK.
All UK audit firms that undertake PIE and large AIM/Lloyd’s Syndicate/Listed Non-EEA audits are
subject to AQR inspections in respect of this audit work. The frequency of AQR inspections varies
with larger firms inspected annually while other firms are generally inspected once every three years.
In certain cases the inspection cycle can be extended to six years. Entities included in AQR's
inspection scope (PDF)
We also inspect audits of entities incorporated in Jersey, Guernsey or the Isle of Man whose
securities are traded on a regulated market in the European Economic Area (although we do not do
this in our capacity as UK Competent Authority, but rather by private, contractual arrangements with
the relevant regulatory authorities in the Crown Dependencies).
Our Crown Dependency inspection work includes the audits of a number of major companies which
are listed in the UK and are included in the FTSE 100 or FTSE 250 indices. Crown Dependency
companies listed on AIM are, however, not included within these inspection arrangements.

Monitoring Approach
Our activity comprises inspections of a sample of audits and related procedures supporting audit
quality (firm-wide procedures) at individual audit firms. In addition, we periodically undertake
thematic inspections which focus on particular aspects of audit across a sample of audits and firms.
In selecting individual audits to inspect, we take account of a number of factors including the
assessed risk in relation to the entity and particular priority sectors we wish to focus on. In respect of
the FTSE 350, the Competition and Markets Authority has recommended that we inspect audit
engagements on average every five years, with each individual engagement inspected at least every
seven years.
Our reviews of individual audits focus on the appropriateness of key audit judgments made in
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reaching the audit opinion and the sufficiency and appropriateness of the audit evidence obtained.
Our reviews of firm-wide procedures are wide-ranging in nature and include an assessment of how
the culture within firms impacts on audit quality.
Our inspections monitor compliance with ‘Relevant Requirements’ as defined in the 2016
Regulations. Relevant Requirements include, for example, the Auditing Standards, Ethical Standards
and Quality Control Standards for auditors issued by the FRC and the Audit Regulations issued by
the relevant professional bodies.
We identify areas where improvements are required to safeguard or enhance audit quality and/or
comply with regulatory requirements. We seek to agree an action plan with each firm inspected to
achieve the improvements needed. We assess periodically the adequacy of the progress made by the
firm in addressing our findings.
On occasion, matters arising from our inspections may result in a sanction being imposed and
enforced against a statutory auditor and/or the audit firm in accordance with the FRC Audit
Enforcement Procedure. Such matters are the responsibility of the FRC’s Enforcement Division.

Reporting
Our reporting arrangements are among the most transparent of any audit regulator in the world and
we believe that they contribute to achieving continuous improvements in the quality of UK auditing.
Each year we publish a number of individual firm and thematic inspections reports, which summarise
the results of our inspection activities. We also contribute to the FRC’s overall report on audit
quality.
We also issue confidential reports on individual audits reviewed to the relevant audit firms and Audit
Committee Chairs. These reports include our assessment of the quality of the audit work inspected
using one of four audit quality categories as follows:
FRC- Developments in Audit event – Speech by CEO Stephen Haddrill

25 October 2017

“Quoted - Today I want to focus on the lessons we have learnt from the HBOS audit and other
cases in relation to enforcement. And I want to stress there are three main points.
First, the test of misconduct, formerly established in the previous statutory framework, is too
high a bar for taking cases in relation to audit. The public expects that lesser inadequacies will be
brought to book.
For new cases, under the new audit regulation regime introduced in 2016, the test of misconduct
has been replaced. Now enforcement action can be taken on the basis that there has been a
breach of the relevant requirements. This is a lower threshold test than proving misconduct.
More potentially deficient audits will therefore be investigated, prosecuted and ultimately
sanctioned to varying degrees. We hope this will underpin confidence in audit and in the public
interest.”
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How we assess audit quality

2008? – 2017

.
KPMG Summary - Extract from First ever PUBLIC report in 2007 reported in 2008 - Page 31
KPMG on 2010/2011

- Page 32

KPMG on 2013/2014 -

Page 33

KPMG on 2017

Page 34

-
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Point 4.6

Jim Shannon MP letters of exchange with Mr Andrew Bailey

Jim Shannon MP
Constituency Advice Centre
34a Frances Street
NEWTOWNARDS
BT23 7DN
Tel: 02891 827990
Fax: 02891 827990
Jim.shannon1@btopenworld.com

19th September 2017
Andrew Bailey
Chief Executive
Financial Conduct Authority
25 The North Colonnade
London E14 5 HS

Background (A) TSC : March 2015 - Conduct and competition in SME lending
Para . 171. The jurisdiction of the FOS is determined by FCA rules. In response to
a recommendation of the Parliamentary Commission on Banking Standards
(PCBS) the FCA committed to consult on an expansion of the FOS.
172. Regulation has, in many cases, failed to prevent mis-selling. Dispute
resolution services such as the Financial Ombudsman Service (FOS)—can provide
a means of redress to bank customers when things go wrong. The existence of the
FOS has, overall, been positive for both banks and their customers. It provides a
means of independent, affordable and effective dispute resolution through which
to challenge a bank’s decision
making.
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173. There is a risk that a wider remit and the greater complexity of SME cases
could greatly increase the workload of the FOS and overburden it. This could be
detrimental to existing users of the FOS. However, it is clear that there is a group
of small businesses which are too large to be covered by the FOS but too small to
be able to afford to challenge their bank in court effectively. Such businesses are
often unable to challenge poor decision making by banks or to seek redress when
their banks treat them badly, even when their case is valid. It is not acceptable
that these businesses should be denied adequate redress or that banks should, as
it appears, be permitted to game the system to avoid responsibility for their
actions.
174. Bearing in mind the risk identified above, the FCA consultation on the scope
of the FOS, prompted by the Parliamentary Commission on Banking Standards,
should also consider how this gap in coverage can be closed, and, as a matter of
urgency, report to Parliament their conclusions.
(B) FCA response to TSC Report
Access to the Financial Ombudsman Service
5.1 The mis-selling of IRHPs raised the question of whether access to the
Financial Ombudsman Service (FOS) should be extended to a larger share of the
SME population, as the relative lack of sophistication within many small
businesses poses a risk of mis-selling, and yet many businesses may face
challenges taking firms to court and are ineligible to complain to the FOS.
5.2 The Parliamentary Commission on Banking Standards (PCBS) recommended
that the FCA should consult on options for widening access to the FOS for small
businesses. We agreed with the Commission that it may be useful to broaden
access to the FOS more generally and at the time proposed to consult on the issue.
The Report reiterates this recommendation, suggesting that ‘the FCA consultation
on the scope of the FOS, prompted by the PCBS, should also consider how this
gap in coverage can be closed, and, as a matter of urgency, report to Parliament
their conclusions’ (Paragraph 174).
5.3 This summer we will publish a discussion paper which reviews the level of
protection and redress SMEs can expect from the FCA’s regime, as users of
financial services. The paper is the first stage of seeking views on the issue of
widening the jurisdiction of the FOS. The paper also considers the protections
afforded to SMEs by Rules throughout our Handbook and by our Principles.
5.4 This is a complex subject, and one on which there is little evidence readily
available. In light of this and the range of information we are requesting, we will be
extending our usual consultation period and are allowing a substantial period for
responses. We intend to provide feedback on the responses received later this year,
and will then consult on any changes to our Rules.
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( C) FCA - Our approach to SMEs as users of financial services
2015 Discussion Paper DP15/7

November

Extract - Summary of this document
1.10 In recent years, our work has revealed that some firms’ SME clients may
experience poor outcomes across a wide range of scenarios, including some highimpact cases of detriment such as the mis-selling of interest-rate hedging products
(IRHPs). In this document we seek evidence and views on whether our rules should
provide SMEs with greater protections, including access to the ombudsman
service, thus treating them more like individual consumers.
1.16 We would also like you to consider some more specific options available to
us. We want to know whether more SMEs should be eligible to complain to the
ombudsman service and be covered by our complaints handling rules, and
whether some rules applying to firms’ dealings with individual consumers should
also cover SME clients, or cover a greater share of SMEs than they currently do.
We are also exploring options to further harmonise the application of our rules to
firms’ dealings with SMEs, or clarify it by issuing guidance. Finally, we want to
know how proportionate such changes would be and whether they would risk
reducing SMEs’ access to financial services, or the level of choice and service they
could expect.
As we approach a decade since the Financial crisis in 2007 /2008 can you set
out in detail what concrete actions the FCA have taken since for SMEs, including
after considering the responses to this Discussion Paper in March 2016. Please
set these out as
(1A) Those within FCA control (and perhaps the FOS) and implemented
And
(1B) Those within FCA control and subject to timed implementation plan in the
future.
AND
(2A) Those which have been the subject of Government legislation and support
since the TSC report on 10 March 2015
And
(2B ) Those which the FCA Board believe still require action by HM Government
and within this Parliament.
Your response should be comprehensive and realistically assume part or all may
become widely known in the public interest in the coming year.
Please acknowledge receipt of my letter.
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Yours Sincerely

Jim SHANNON MP
Member of Parliament
Democratic Unionist Party
Strangford Constituency

Copy

House of Commons Treasury Select Committee Chair
Rt Hon. Nicky Morgan MP
FOS Financial Ombudsman and Chief Executive - Caroline Wayman

Jim Shannon MP
Constituency Advice Centre
34a Frances Street
NEWTOWNARDS
BT23 7DN
Tel: 02891 827990
Fax: 02891 827990
Jim.shannon1@btopenworld.com

Andrew Bailey
Chief Executive
Financial Conduct Authority
25 The North Colonnade
London E14 5 HS

3 November 2017
Dear Andrew
Subject Follow up to my letter – 19 September 2017
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I sent the attached letter dated 19 September 2017 to you. As you can read it was copied to the
Chair of the TSC Ms Nicky Morgan MP and FOS CEO Ms Caroline Wayman..
As is our practise my Constituency Parliamentary aide rang to follow up, as there had been no
acknowledgement or response. So a month later on Thursday 19 October 2017 your office told her
that the appropriate person was not available at present but would call back and advise when the
response was forthcoming. No follow up call was received. On my return I asked that if she had no
response or phone call by the following Thursday 26 October 2017 to call again before I returned to
the constituency last Friday. She called again at 10.05 am last Thursday and once again no
indication as to when we might receive a response and that someone would call back again.
Before I left for my flight to Westminster on Monday morning nothing had been received or heard
from your Office.
You may recall that a few TSC members last Tuesday morning asked about an identical
element in my letter - about what additional legal powers you and your Board believed you
required for proper regulation etc . For example, the Rt Hon John Mann MP for Bassetlaw.
I have copied this further letter to the Chair of the TSC Ms Nicky Morgan and ask that it please be
circulated to all the Treasury Select Committee membership.
When you do eventually reply perhaps you could now provide to all the TSC members as well as
myself. Thankyou.
Finally I was delighted to learn from your TSC hearing that the FCA/FOS will now issue a
Consultation this month on the future role and powers of the FOS. You can be assured that I will
respond. I will also discuss with my nine DUP MP colleagues and see whether we can provide a
wholesome response to the Consultation from the Party.
SME’s and “Fair” Banking are vital to the entire UK economy, including our constituencies.
Please acknowledge receipt of my letter.
Yours Sincerely
Jim SHANNON MP

Member of Parliament
Democratic Unionist Party
Strangford Constituency
Copy House of Commons Treasury Select Committee Chair -- Rt Hon. Nicky Morgan MP and
Treascom team.
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Point 4.7

Freedom of Information Request (FOI) to FCA and exchanges

Jim Shannon MP
Constituency Advice Centre
34a Frances Street
NEWTOWNARDS
BT23 7DN
Tel: 02891 827990
Fax: 02891 827990
Jim.shannon1@btopenworld.com
foi@fca.org.uk

FREEDOM OF INFORMATION REQUEST

26 January 2018

Dear Sir / Madam
All correspondence and records of meetings concerning Conduct and Competition in SME Lending (including
the victims of banking misconduct : but not personal cases) since the publication of the Treasury Select
Committee report in March 2015 amongst or between any of the following
(1) FCA Board Directors
(2) Board subcommittee meetings
(3) Current Chairman John Griffith Jones and current CEO Mr Andrew Bailey
(4) FCA Chairman John Griffith Jones and/or CEO Mr Andrew Bailey with the five HMT Economic Secretary to
the Treasury incumbents (since March 2015 - Mrs Andrea Leadsom MP, Ms Harriett Baldwin MP, Mr Simon
Kirby MP, Mr Stephen Barclay MP, and Mr John Glen MP) and any other applicable Ministers (BEIS?) and
departmental officials.
(5) Any of the major auditing firms, as auditors of banks, or as advisors to the FCA in whatever capacity.
The period covered by this request is from 10 March 2015 to 19 January 2019. In the light of recent publicity
and the backbench debate on 18 January 2018 there is clearly an over-riding public interest in full and frank
disclosure of these matters.
“Correspondence” means all internal and external letters, memoranda, notes of telephone conversations,
emails and handwritten notes.
“Records of Meetings” means records in whatever form.

Jim SHANNON MP
Member of Parliament

Democratic Unionist Party

Strangford Constituency
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From: Freedom of Information <foi@fca.org.uk>
To: "jim.shannon1@btopenworld.com" <jim.shannon1@btopenworld.com>
Cc: Freedom of Information <foi@fca.org.uk>
Sent: Wednesday, 28 February 2018, 13:24
Subject: Freedom of Information: Right to know request - FOI5580
Our reference: FOI5580
Dear Mr Shannon MP

Thank you for your follow up request under the Freedom of Information Act 2000 (the Act). Your full request
has been numbered for ease and can be found in Annex A.
Your request has now been considered. Providing the information you have requested in Q1, Q3 and Q5
would exceed the FCA’s statutory cost limit for complying with freedom of information requests, as contained
within the Freedom of Information and Data Protection (Appropriate Limit and Fees) Regulations 2004.
Therefore, the request as a whole would take over 18 hours to complete and therefore the exemption under
section 12 of the Act applies. For a more detailed explanation as to why this exemption applies, please refer
to Annex B.
When we refuse a request because the appropriate limit has been exceeded, it is our general policy to provide
advice and assistance to the applicant to indicate how the request could be refined or limited to stand a
greater chance of falling within the cost limit. We are of the view that, within the 18 hour timeframe, we may be
able to consider Q2 and Q4.
If you wish for us to consider any of these questions as a suggested refinement, please send a new request
stating which questions you would like us to consider.
You should note that, in reaching the conclusion that your request exceeds the appropriate cost limit, we have
not considered whether any other exemptions apply.
Yours sincerely

Information Disclosure Team / Cyber and Information Resilience Department

25 The North Colonnade
Canary Wharf
London
E14 5HS
Tel: +44 (0)20 7066 8080
www.fca.org.uk
The contents of this email and any attachment are classified as FCA RESTRICTED unless stated otherwise.
Your right to complain under the Act
If you are unhappy with the decision made in relation to your request, you have the right to request an internal review. If you wish to
exercise this right you should contact us within three months of the date of this response.
If you are not content with the outcome of the internal review, you also have a right of appeal to the Information Commissioner at
Information Commissioner's Office, Wycliffe House, Water Lane, Wilmslow, Cheshire SK9 5AF. Telephone: 01625 545 700. Website:
www.ico.org.uk
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Annex A
“All correspondence and records of meetings concerning Conduct and Competition in SME Lending
(including the victims of banking misconduct: but not personal cases) since the publication of the Treasury
Select Committee report in March 2015 amongst or between and of the following
(1) FCA Board Directors
(2) Board subcommittee meetings
(3) Current Chairman John Griffith Jones and current CEO Mr Andrew Bailey
(4) FCA Chairman John Griffith Jones and/or CEO Mr Andrew Bailey with the five HMT Economic Secretary to
the Treasury incumbents (since March 2015 - Mrs Andrea Leadsom MP, Ms Harriett Baldwin MP, Mr Simon
Kirby MP, Mr Stephen Barclay MP, and Mr John Glen MP) and any other applicable Ministers (eg BEIS etc)
and departmental officials.
(5) Any of the major auditing firms, as auditors of banks, or as advisors to the FCA in whatever capacity.
The period covered by this request is from 10 March 2015 to 19 January 2019. In the light of recent publicity
and the backbench debate on 18 January 2018 there is clearly an over-riding public interest in full and frank
disclosure of these matters.
"Correspondence" means all internal and external letters, memoranda, notes and telephone conversations,
emails and handwritten notes.
"Records of Meetings" means records in whatever form.”
Annex B
Section 12 (Cost of compliance exceeds appropriate limit)
The Act requires us to comply with a request, unless it would be too expensive to do so, as estimated in
accordance with the Freedom of Information and Data Protection (Appropriate Limit and Fees) Regulations
2004. The regulations provide that, for the FCA, the cost limit is £450, i.e. 18 hours at the rate of £25 per
person hour. The regulations allow us to take into account the time spent determining whether we hold the
information requested, locating and retrieving it, and extracting the information from the relevant document(s)
when estimating the cost of complying with a request.
To answer your request as a whole will take us over cost. In relation to Q1 and Q3 we would have to review all
correspondence held by the FCA Board Directors, John Griffith-Jones and Andrew Bailey to obtain any
information that falls within scope of your request. To give you an indication of how large a job this is, for Q1, if
we looked at January 2016 alone, we would have to review 755 documents. Further, regarding Q5, this
information is not held centrally and therefore various business areas within the organisation will be required
to search their records to see if thy hold anything that falls within scope.
Therefore we estimate that the cost of retrieving the information you have requested for Q1, Q3 and Q5 would
far exceed the £450 limit.
As mentioned above, the request as a whole will take us over cost, however, we have suggested a refinement
which we may be able to consider within the 18 hour timeframe.
As our policy is not to divert our resources from our regulatory functions in order to meet requests under the
Act in excess of the cost limit, we will not carry out an exercise to identify the information you have requested.
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From: JIM SHANNON <jim.shannon1@btopenworld.com>
To: Freedom of Information <foi@fca.org.uk>
Sent: Tuesday, 6 March 2018, 15:15
Subject: Re: Freedom of Information: Right to know request - FOI5580
Dear Sir / Madam
I have carefully your response to my FOI request.
In relation to Q2 and Q4 proceed as set out. If you need to split the individual requests in to Separate FOI
requests for each heading Q1, Q2, Q3 and Q4 to meet your time limit then please do so. In relation to Q5 I
can understand part of what you are stated in relation to multiple server files / paper records within the FCA
and therefore that request is withdrawn.
In relation to all of these other four questions I fully expected that the FCA would have some of the most
sophisticated software and technology with data mining and intelligent/forensic key word search techniques in the
United Kingdom to identify the documents which meet the questions posed.
I have copied this email by post to your FCA CEO Mr Andrew Bailey and his administrative office as they must
have a more productive process / method of retrieving and locating the relevant documents; as I would
imagine the nature of this type of inquiry internally would not be unique.
Yours sincerely
Jim
Jim Shannon, MP for Strangford
Office - 028 9182 7990 - 34a Frances St, Newtownards, BT23 7DN
To: "jim.shannon1@btopenworld.com"
Cc: Freedom of Information
Sent: Friday, 16 March 2018, 10:33
Subject: FREEDOM OF INFORMATION : RIGHT TO KNOW REQUEST
Our reference: FOI5655
Dear Mr Shannon MP
Thank you for your follow up request dated 06 March 2018 for information under the Freedom of Information
Act 2000 (the Act). This follows our response to you dated 28 February 2018 (FCA reference FOI5580). This
is in relation to your five-part request:
“All correspondence and records of meetings concerning Conduct and Competition in SME Lending (including
the victims of banking misconduct: but not personal cases) since the publication of the Treasury Select
Committee report in March 2015 amongst or between and of the following
(1) FCA Board Directors
(2) Board subcommittee meetings
(3) Current Chairman John Griffith Jones and current CEO Mr Andrew Bailey
(4) FCA Chairman John Griffith Jones and/or CEO Mr Andrew Bailey with the five HMT Economic Secretary to
the Treasury incumbents (since March 2015 - Mrs Andrea Leadsom MP, Ms Harriett Baldwin MP, Mr Simon
Kirby MP, Mr Stephen Barclay MP, and Mr John Glen MP) and any other applicable Ministers (eg BEIS etc)
and departmental officials.
(5) Any of the major auditing firms, as auditors of banks, or as advisors to the FCA in whatever capacity.
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The period covered by this request is from 10 March 2015 to 19 January 2019. In the light of recent publicity
and the backbench debate on 18 January 2018 there is clearly an over-riding public interest in full and frank
disclosure of these matters.
"Correspondence" means all internal and external letters, memoranda, notes and telephone conversations,
emails and handwritten notes.
"Records of Meetings" means records in whatever form.”
I am writing to seek your clarification on how you wish us to proceed.
In our original response we informed you that we were not able to comply with the request as a whole
because to do so would exceed the appropriate limit set by the Regulations made under section 12 of the Act.
However, we were of the view that we may be able to consider Q2 and Q4 of your request within the
appropriate limit.
In your email of 6 March 2018 you state that Q5 of your original request is now withdrawn. In relation to Q2
and Q4 you ask that we proceed as set out. You also state that if we need to split the individual requests Q1
to Q4 into separate FOI requests to meet the appropriate limit, then we should please do so.
I am writing to confirm that, as you have requested, we may be able to deal with Q2 and Q4 within the
appropriate limit. However, if I may, I should also like to explain the position in relation to section 12 of the Act
and the aggregation of requests for the same or similar information.
The guidance notes of the Information Commissioner’s Office (ICO) state that when a public authority is
estimating whether the appropriate limit is likely to be exceeded, it can include the costs of complying with two
or more requests if the conditions laid out in regulation 5 of the Fees Regulations can be satisfied. Multiple
requests within a single item of correspondence are separate requests for the purpose of section 12 of the
Act.
Please see below a link to the guidance notes for your information:
https://ico.org.uk/media/fororganisations/documents/1199/costs_of_compliance_exceeds_appropriate_limit.pdf.
The Fees Regulations require that the requests which are to be aggregated relate “to any extent” to the same
or similar information. The FCA therefore needs to consider each case on its own facts, but requests are likely
to relate to the same or similar information where, for example, the requestor has expressly linked the
requests, or where there is an overarching theme or common thread running between the requests in terms of
the nature of the information that has been requested, which is the case here. In such instances the case
should be aggregated.
The Fees Regulations also state that requests received within 60 consecutive working days can be
aggregated for the purposes of applying the appropriate limit under section 12 of the Act.
Therefore, based on the explanation above (and the guidance of the ICO), to comply with your follow up
request, dated 6 March 2018, in full (i.e. Q1 to Q4) would still exceed the appropriate limit set by the Fees
Regulations. We do not therefore propose to deal with all four of your questions. If you are unhappy with that
decision please let us know and we will treat this as an internal review (while still dealing with Q2 and Q4
separately – see below).
Therefore, as we have previously advised you, we would be prepared to consider within the appropriate limit,
Q2 and Q4 of your request.
Please let us know if you wish us to take forward Q2 and Q4 only.
If you are not content with this and would like us to still consider Q1 and Q3 as well, please inform us of this
and we will take this forward as an Internal Review.
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Thank you for confirming that you would like to withdraw Q5 of your request.
From: jim.shannon1@btopenworld.com
Sent: 23 March 2018 11:02
To: foi@fca.org.uk
Subject: FW: FREEDOM OF INFORMATION : RIGHT TO KNOW REQUEST NAOMI - quick response from
JIM (Case Ref: JS2640)

In relation to your email below. Please consider the FOI request withdrawn in its entirety and I will approach
another way.
It will be interesting to see how your CEO Mr Andrew Bailey responds or not to his prior copy.
Also fascinating that your outgoing Chairman provides the following commentary in the FT
https://www.ftadviser.com/regulation/2018/03/15/outgoing-fca-chairman-says-regulator-more-trusted/
Jim
Jim Shannon, MP for Strangford
Office - 028 9182 7990 - 34a Frances St, Newtownards, BT23 7DN
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Expanded Background

Jim Shannon MP for Strangford - following his election to the House of Commons in May 2010 his
initial interest here was in having Mssrs Little and Moore meet with the former Chair of TSC Mr
Andrew Tyrie re RBS report and independence of PwC in February 2011 during part of an
Employment Tribunal (akin to proposed Financial Services Tribunal). This was reported in the front
page of Business Section in Daily Telegraph and was part of the reason why the TSC appointed and
move forward with independent assessors in various inquiries/reports since.

UK Daily Telegraph

– 4 May 2011 :
PwC reported to accounting regulator after taking out criticism of client from report
PriceWaterhouseCoopers has been reported to the accounting regulator, after agreeing to remove
criticisms about its client from a £1.5m independent report into allegations made by a
whistleblower.

Mr Shannon's intervention comes at a critical time for PwC, since it is under scrutiny over its
"independent inquiry" into the Royal Bank of Scotland's collapse. Photo: ALAMY
By Rowena Mason

6:15AM BST

04 May 2011

Jim Shannon, MP, has written to the Financial Reporting Council asking them to investigate a report
prepared by PwC in 2007.
The MP's intervention comes at a critical time for PwC, since it is under scrutiny over its
"independent inquiry" into the Royal Bank of Scotland's collapse. The "big four" - Deloitte, KPMG,
PwC and Ernst & Young - have also been criticised by MPs for "dereliction of duty" during the
financial crisis.
Mr Shannon's concerns relate to an independent report that PwC was hired to write for Magellan
Aerospace Corporation, a Canadian aircraft parts company. PwC's brief was to look into a
whistleblower's claims that Magellan's order book had been inflated.
However, criticism of Magellan's "poor" accounting was left out of PwC's final version – at the
request of the client's audit committee.
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The MP raised concerns on behalf of the whistleblower, Brian Little, the former head of Magellan's
UK operations.
Mr Little claimed in 2006 that his employer was being far too optimistic about orders for Airbus
parts and was dismissed by the Canadian company just days after his complaint. <on the Airbus
A340-500/600>
Mr Little took the company to a Bristol employment tribunal, which is still ongoing, telling it that
Magellan management had "misrepresented and misled" its auditors, Ernst & Young. The company
claims Mr Little was fired for being "impossibly rude and disruptive to colleagues".
PwC was called in to investigate the allegations, and in a final independent report, it found no
wrongdoing or inflated numbers. This was presented as evidence to the tribunal.
However, the tribunal forced Magellan to release an earlier draft of the document that contained
significant criticisms. This "draft report" found that "financial control ... is poor and needs to be
improved: this is particularly acute given that Magellan is a public company." It also found
"accounting adjustments made with insufficient supporting analysis; inadequate understanding or
documentation of balance sheet provisions; poor control over individual projects from an
accounting perspective; project sales volumes, revenues and costs are not reviewed with sufficient
frequency or rigour."
PwC insists that the changes between the reports do not affect its conclusions. A spokesman said:
"We refute entirely the suggestion that a change to a PwC report was made in order to render
some advantage, or favour, to Magellan or that such was made to the detriment of any individual.
The paragraph [referred to] was removed at the request of the Audit Committee, as it did not
address the accounting matters which PwC were instructed to review. However, the same points
were included in PwC's covering letter accompanying the report."
John Dekker, vice-president finance at Magellan, said: "PwC undertook a thorough and independent
investigation and we gave them full access to documents and people. It's true to say that the full
information in both the draft and final reports was presented to the audit committee."
The Airbus A340-500/600 production programme was terminated in 2010 with 131 deliveries.
Furthermore the TSC will find in the Annex 1 to our submission relevant letters in relation to SMEs for FOI
and email correspondence in relation to both the FOS and FCA during 2017 and 2018 – for example FOS
statistics for complex financial complaints since August 2015 at Point 2.1 etc


Mr Brian Little

: who is a constituent in Jim Shannon’s constituency in Northern Ireland. His evidence

is of relevance for a “Financial Tribunal” proposal for redress and experience of FOS.

Mr Little was

plaintiff as Director of a Company in the longest running individual case (50+ days) in an Employment
Tribunal from 2007 to 2012, during which the advocacy for the majority of the time was by himself.
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Latterly Mr Moore and a pro bono barrister assisted in Closing Submissions. The Tribunal found in 2012
that he had made 12 Protected Disclosures in relation to financial matters in the business.
Since the case he has been assisting other whistleblowers and recently has made a “tribunal –type”
quality submission to the FOS on behalf of a large dairy farm with Mr Gregory Campbell MP and Mr
Shannon MP where the complainants assert being mis-sold a £1m Fixed interest loan – IHRP at the height
of the 2008 financial crisis.

Mr Shannon MP used this case study in his recent speech during the

backbench debate ………. 18 January

Jim Shannon (Strangford) (DUP) - part only
…….. In the short time I have, I want to illustrate my point with the case of a large family dairy
farm in Northern Ireland. It took out a £1 million loan with Danske Bank on the day of the highest
LIBOR rate, on 1 October 2008, and since the day of £1 million loan drawdown on 22 January
2009, the farm has paid almost £500,000 in capital and—wait till you hear this one—£535,000 in
interest, including another £62,000 because it moved to another bank. That bank has really
screwed them, if I can use that word. I do not know if it is unparliamentary language and I
apologise if it is, but that is how I feel. The Democratic Unionist party is watching how the FOS
process handles this mis-selling case…………….
In another case in Mr Shannon’s constituency he is working with the Directors of a former SME which was
bankrupted by the Bank with a complex financial product etc – insolvency. Mr Little therefore has some
practical experience and views on the appropriateness of having each of all three Options available in
redress (FOS , Financial Tribunal (akin to ET) and Court) in support of research in SMEs. Mr Little has been
working with Mr Shannon and Mr Moore and others, especially dealing with the problems associated
with the Big 4 and the FRC as well as supporting the victims of the HBOS Reading Fraud and RBS GRG
activities. He has also practically supported in counselling some of the victims of the HBOS Reading Fraud,
the RBS GRG wrongdoing and other nationally known and unnamed whistleblowers. Finally he was a coauthor of the recent October 2017 paper to the TSC relating to the decision of the FRC to drop their
investigation into KPMG’s audit of HBOS whilst their final submission to the TSC is under preparation.
For completeness Mr Little was a Director of the Company Mayflower Aerospace which went into
administration at the hands of the predecessor of RBS GRG - SLS as the first UK company in September
2003 to go into administration under the new Enterprise Act (2002) where RBS effectively took some
additional £2.3M in overdue PAYE tax as HMG was no longer a preferential creditor.
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Paul Moore was the former Head of Group Regulatory Risk at HBOS responsible for conduct risk
assessment and financial crime policy and oversight. He is often referred to as “The HBOS
Whistleblower” following high profile evidence he gave to the TSC in February 2009 which led to the
resignation of Sir James Crosby as the deputy Chairman of the FSA.
Prior to HBOS he was a lead partner in KPMG London advising on risk, regulation and corporate
governance in the banking, asset management and insurance sectors. He has over thirty years’
experience as a qualified lawyer in financial sector law, regulation and practice.
Following a face to face meeting with Andrew Tyrie and Jim Shannon MP and Brian Little, in February
2011, at Andrew Tyrie’s request, he provided informal advice about how to ensure adequate oversight of
regulatory investigations post crisis by requiring independent oversight in support of Mr Shannon’s
observations and his constituent MR Brian Little’s similar experience.
Later, in June 2012, also at Andrew Tyrie’s specific request, he gave further detailed evidence (41 pages
plus attachments) on Corporate Governance in Systemically Important Financial Institutions.
In October 2012, he gave evidence to The Parliamentary Commission on Banking Standards’
investigation into the failure of HBOS which led to Sir James Crosby giving up his Knighthood. It was that
work that led to the FCA setting up the Senior Managers and Certification Scheme which significantly
strengthens the person accountability of senior managers in banks and the rest of the financial sector by
imposing s “duty of responsibility” to take reasonable steps to ensure compliance with regulatory
requirements.
Subsequently, he gave evidence to the PRA / FCA investigation into HBOS.
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