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Dear Ms Richardson,

Financial Conduct Authority (FCA) Consultation Paper (CP14/21) — Feedback and Policy Statement on
CP14/02 Consultation on Joint Sponsors and Call for Views on Sponsor Conflicts — Comments on the

Proposed Technical Notes

Introduction

We are the Quoted Companies Alliance, the independent membership organisation that champions the
interests of small to mid-size quoted companies. Their individual market capitalisations tend to be below
£500m.

The Quoted Companies Alliance is a founder member of Europeanlssuers, which represents over 9,000
guoted companies in fourteen European countries.

The Quoted Companies Alliance Corporate Finance Expert Group has examined your proposals and advised
on this response. A list of members of the Expert Group is at Appendix A.

Response

We welcome the opportunity to respond to this consultation. We noted in our response to CP14/2 (1 May
2014) that the proposed requirements would make it harder and more onerous for new or small firms to
become and remain sponsors. We welcome the changes introduced by the FCA, which have addressed
most of our concerns.

In particular, we appreciate that the FCA has taken a flexible approach in the assessment of the
competency framework. We welcome that the competency sets a sponsor must demonstrate in order to be
competent are established at a high standard, while allowing firms to assess and comply with the
requirements in a way that best reflects their business model. We also welcome the ‘look through’
approach in the cases of firms with low activity or new entrants.

We had argued that clearer and more comprehensive research and analysis data should have been
presented by the FCA in its cost benefit analysis. We consider it helpful that the FCA has provided more
detail regarding the three-year threshold condition and its impact on sponsor firms (p. 11 of the
consultation paper).
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We would like to highlight the concern that we had voiced in our response to CP14/02 on smaller firms and
their limited resources with regard to retaining competency frameworks. While we believe that the FCA has
considered these concerns in adjusting its policy measures and providing more flexibility, we continue to
ask the FCA to continue to take into consideration the limitations of smaller firms and potential new
entrants.

Responses to specific questions

Ql Do you have any comments on the Technical Note ‘Sponsors: Guidance on competence
requirements set out under LR 8.6.7R (2)’?

We welcome that the areas of knowledge defined as competency sets are “not intended to be exhaustive”
and allow sponsors to consider other matters under each competency set when considering their own
business and clients, as well as take into account experience obtained on sponsor services or other
corporate finance experience. We welcome that the proposed concept of competence framework was
removed and that instead a description of each competency set was provided. It would be extremely
helpful to smaller sponsors if the FCA could set out, alongside its knowledge base, a list of ESMA
publications and their location, especially given the difficulty of navigating the ESMA website.

We believe that it should be recognised in the technical note that sponsors may seek external advice on
areas where their knowledge may need refreshing or to ensure their understanding of rules / guidance
remains correct, rather than setting what may appear to be an FCA expectation that sponsors will need to
know all things at all times.

As set out in our response to CP14/02, we agreed with the proposal that sponsors can be approved solely
for premium investment companies. We welcome the understanding that the work carried out by sponsors
can differ significantly between those firms advising premium listed commercial companies and premium
listed investment companies.

Q2 Do you agree that the Technical Note ‘Sponsors: Practical implications of competence
requirements for sponsors and applicants’, as set out in Annex 1, provides sufficient guidance to support
the amendments made to LR 8.6R?

We generally agree that the Technical Note provides sufficient guidance to support the amendments made
to LR 8.6R. We support that the criteria for the approval as sponsor and detailed components of the
competence requirements allows sponsors to explain, using free text, how they believe that they are able
to meet the requirements. We welcome the understanding by the FCA that the level of detail and evidence
relied on is likely to differ from sponsor to sponsor.

We support flexibility in assessing competence and appropriate staffing arrangements, as we are concerned
with possible additional burdens and costs for smaller firms that could arise from being required to have
effective systems and controls and record keeping in place.

We had noted some concerns regarding the key contact role in our response to CP14/02 and we, therefore,
welcome that the criteria has been clarified in the Technical Note. It is also clear that the FCA considers the
sponsor regime to be an “expert” one, which helps appropriately set the context for the contents of the
rules, guidance and technical notes.
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If you would like to discuss our response in more detail, we would be happy to attend a meeting.

Yours sincerely,

T

Tim Ward
Chief Executive
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