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The FCA has published its final guidance outlining their expectations of how firms should determine they
have adequate financial resources (FG20/1: Assessing adequate financial resources). The paper also
explains:

- what the FCA look for from firms when assessing adequate financial resources, and

« the FCA’s expectations as to the practices firms should adopt in their assessments.

The new requirements captures all FCA authorised firms subject to the Threshold conditions and/or

Principles of Business.

All firms impacted by this update need to review the new requirements and amend their existing risk
assessment framework to include the new requirements. It is important to note that firms are required to

conduct proportionate financial adequacy assessment regularly.
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Regulatory Update: Assessing Adequacy of Financial Resources

When reviewing the framework...

Ensure Robust Systems

Is there clear "risk
appetite” stated?

Is the risk management
system robust and pass
the “use test”?

Is the framework
forward looking and
consider internal, group
level and external
risks?

Can risks be
quantified?

Is the overall
framework proportional
reflecting the risk level
and happens according
to the dynamic of the
firm (at least annually)?

Stress Test

Are risks stress tested?
Are the scenarios that lead
to wind-down identified (eg
identified triggers)?

Are the risks “sensible”?
Do the assessments have
a “forward looking”
approach?

Is it articulated how
changes in operational
and economic
circumstances might affect
the risks to which the firm
is exposed and the ability
to generate acceptable
returns?

Is there appropriate capital
available to meet debts as
they fall due?

Is there appropriate “liquid
resources” available so
client assets are not at
risk?

Are these requirements
regularly reviewed?

Can it be evidenced how
the risks been quantified?
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Are wind-down scenarios
identified?

Is potential impact on
consumers and financial
markets considered?

Is there an operational
document to manage wind-
down?

Is there sufficient capital to
absorb winding-down costs
and additional losses
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Regulatory Update: Assessing Adequacy of Financial Resources

Note section
You may use this section to take notes of key actions or assessments and file it for your record keeping.
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Key Publication
« FG20/1: Our Framework: assessing adequate financial resources (click here)


https://www.fca.org.uk/publication/finalised-guidance/fg20-1.pdf

How was your update?
Let us know here.
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E-mail: contact@rrcompliance.com
Mobile: 0203 488 4322
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This update’is de'siignea fd'bﬁng you- high-level overview of the latest regulatory developments. Whilst we
strive tg-tailor.it to the relevant markets,

ch. firm is fundamentally different.and therefore this document
~ cannot be taken as a professional

vice. RR Compliance Associates reserves all rights.
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