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Glossary
Term

Meaning in this document

Authority

Isle of Man Financial Services Authority

CISA2008

Collective Investment Schemes Act 2008

Connected
person
Controlled
Function

Persons required to be notified to the Authority under section 29 of the IA2008
Any of the functions set out at Appendix 2 of this document

DBROA15

Designated Businesses (Registration & Oversight) Act 2015

DMLRO

Deputy money laundering reporting officer

FSA2008

Financial Services Act 2008

Governing body

In relation to any regulated entity, or controller of such, the body responsible
for the direction and management of the business (for example a company’s
governing body will be its board of directors and a trust’s governing body will
be its trustees)

IA2008

Insurance Act 2008

Intermediate
controller

Any controller (as defined in the regulatory legislation) which is not a controller
of the regulated entity, its immediate parent, or an ultimate beneficial owner

ISPV

Insurance Special Purpose Vehicle

MLRO

Money laundering reporting officer

Notified and
accepted
Controlled
Function
Notified only
Controlled
Function

Any of the functions set out at in the table at Appendix 2 of this document as
notified and accepted
Any of the functions set out at in the table at Appendix 2 of this document as
notified only

RBSA2000

Retirement Benefits Schemes Act 2000

Regulated entity

A licenceholder under the FSA2008, persons authorised or registered under
the IA2008, permit holders, other than EU permit holders, under the IA2008
and persons registered under the RBSA2000. The term also encompasses the
governing bodies of certain collective investment schemes in connection with
Controlled Function R5 only
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Fitness and Propriety
1. Introduction
This guidance document is issued by the Authority in order to set out the criteria that it will
normally apply in considering ‘fitness and propriety’, when used in the context of individuals
who hold, or wish to hold, Controlled Functions within regulated entities. This guidance does
not apply to designated businesses registered under the DBROA15. Designated businesses
should refer instead to the Designated Businesses Registration Policy.
This guidance also provides information on the Authority’s expectations and the processes
involved, for both the regulated entity and the Authority, in ascertaining whether an
individual is fit and proper.
The Authority issues guidance for various purposes, including to illustrate best practice, to
assist relevant persons in complying with legislation and to provide examples or illustration.
This guidance has been issued under sections 6 and 12 of the FSA2008, section 34 of the
IA2008 and section 42 of the RBSA2000. This guidance is not law, however it is persuasive.
Where a person follows guidance this would tend to indicate compliance with associated
legislative provisions, and vice versa. For the avoidance of doubt, this guidance does not
constitute binding guidance under the IA2008. Original legislation should always be
consulted for legal purposes. If you are unsure about your legal obligations you should seek
legal advice.

2. Why is the fitness and propriety of individuals considered?
Regulatory legislation worldwide requires certain persons to be fit and proper. In the case of
regulated entities in the Isle of Man the specific legislative requirements are contained in the
FSA2008, IA2008, RBSA2000, and CISA2008.
Fitness and propriety is a mainstay of regulatory legislation because it is vital to have these
standardsa)
for the protection of the customers of regulated entities;
b)
to ensure that regulated entities are not controlled or managed by persons engaged
in financial or other crime, and
c)
to protect the reputation of the Isle of Man.
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3. What are the implications of an individual not being fit and proper?
The implications of an individual not being fit and proper may include:





where the acceptance of the Authority is being sought to permit a regulated entity
to appoint a person to a ‘notified and accepted Controlled Function’ – the Authority
objecting to the individual’s appointment;
where an individual is performing a Controlled Function – an investigation being
conducted in relation to that individual’s fitness and propriety, which could result in
consideration of whether they may continue to perform the Controlled Function;
that individual being the subject of a prohibition, for example, under s.10A FSA2008;
and
an effect on the fitness and propriety assessment of the regulated entity itself.

Additionally, a regulated entity may not permit a person to perform a Controlled Function if
they are not fit and proper to do so.

4. What are the core components of fitness and propriety?
The concept of fitness and propriety appears in a number of pieces of regulatory legislation,
and the overarching interpretation of the term includes the consideration of an individual’s
integrity, financial standing and competence. Appendix 1 provides further details about each
of these components.

5. Who do the fitness and propriety standards apply to?
The requirement to be fit and proper applies to the nature of the ‘role’ for which an
individual is proposed within a regulated entity, rather than the job title. Generally, the types
of roles are key person / senior managerial roles (known as Controlled Functions) and are –
a)
those where an individual has significant influence or control over the regulatory
matters of a regulated entity, and / or
b)
roles that have a bearing on the regulatory objectives of the Authority, and its ability
to meet them.
Examples of Controlled Functions falling within a) above include a director of a regulated
entity, or a principal control officer of an insurer.
Examples of Controlled Functions falling within b) above are the MLRO and the DMLRO,
because their competence and integrity can affect whether the Authority is able to “reduce
financial crime” which is one of its regulatory objectives1.

1

Financial Services Act 2008 – section 2(2)(b)
Page 5 of 30

Isle of Man Financial Services Authority

REGULATORY GUIDANCE - FITNESS AND PROPRIETY WEF 1.8.18
Functions that are defined as Controlled Functions, and therefore which are subject to
fitness and propriety assessments by the regulated entity and, where indicated, the
Authority, are set out in Appendix 2.
In respect of fitness and propriety assessments for controllers, the requirements in certain
circumstances are different, and are set out in Appendix 3.

6. Who considers the fitness and propriety of an individual?
a) Regulated entity
A regulated entity (including an applicant to become regulated) is expected to have
conducted and completed its own due diligence before proposing an individual for
appointment to a Controlled Function.
The regulated entity is expected to be fully satisfied with the individual’s fitness and
propriety prior to notifying the Authority of its intention to appoint that person. In making
its notification, the regulated entity must provide certain information and declarations to
the Authority dependent upon the particular Controlled Function. The information required
will be set out within the relevant form (see Appendix 6), i.e. Individual Questionnaire (F&P
1), Notification Only Form (F&P 2), Controller Questionnaire (F&P 3), as appropriate); and
the regulated entity will need to ensure its internal controls and processes are suitable to do
this.
Where a regulated entity becomes aware that there may be a concern regarding the fitness
and propriety of an individual that already holds a Controlled Function, the Authority expects
the entity to investigate such concern and take action as appropriate without delay. The
regulated entity itself is statutorily required to be fit and proper, and therefore it is expected
to notify the Authority promptly if any circumstances change, or events arise, that could
affect the assessment of itself or an individual in a Controlled Function.
As part of the Authority’s supervision, it may assess a regulated entity’s analysis of the fitness
and propriety of individuals in Controlled Functions, its records of the due diligence
undertaken and its process for appointment.
b) The Authority
As well as the regulated entity, the Authority also considers an individual’s fitness and
propriety. In doing so it relies on the due diligence of the regulated entity in relation to all
Controlled Functions. Additionally, for those that are notified and accepted Controlled
Functions (or in other cases should this be considered necessary) the Authority will also
undertake due diligence of its own, such as communication with other regulators.
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7. How does an individual have his fitness and propriety assessed?
a) Notified only – Controlled Function
If a Controlled Function is subject to notification only, then advance notice to the Authority
of the appointment is not required. The regulated entity must nevertheless have fully
conducted and completed its own due diligence (see Appendix 5) and be satisfied that the
candidate is fit and proper before they are able to take up the role. Then, using Form F&P 2
- Notification Only Form, the regulated entity must notify the Authority, within 10 business
days following the date of appointment, of –
 the individual’s appointment, and which type of Controlled Function(s) it is in relation
to;
 the individual’s name, address and date of birth, and
 the date of appointment.
The F&P 2 includes a declaration by the regulated entity that it has satisfied itself on
reasonable grounds that the individual is fit and proper, including that the individual meets
minimum competence requirements (if these apply – see the Training and Competence
Framework). The form also includes a declaration from the individual appointed to the
Controlled Function that they comply with the fit and proper standards.
Questions in the F&P 2 must be answered in full. Comments such as “see your records” are
not acceptable answers.
b) Notified and accepted – Controlled Function
Before a regulated entity may appoint individuals to notified and accepted controlled
functions the regulated entity must have fully conducted and completed its own due
diligence (Appendix 5) and have positively assessed the candidate to be fit and proper.
The regulated entity must then submit an F&P 1 Individual Questionnaire to the Authority,
which must be completed jointly by the individual and the regulated entity. The F&P1 should
be provided to the Authority at least 20 business days in advance of the intended
appointment. The Authority aims to respond within 20 business days, but if an individual
takes up a notified and accepted Controlled Function without the Authority’s prior
acceptance of the regulated entity’s intention to appoint that individual, it is important to
note that this will not prevent the Authority objecting to the appointment should that be
necessary.
Consequently, a regulated entity may wish to consider avoiding appointing an individual to
a notified and accepted Controlled Function unless the regulated entity receives the written
acceptance of the Authority to the appointment to that Controlled Function.
When a regulated entity informs an individual of an offer of a role which is a notified and
accepted Controlled Function, it should make it clear that the offer is subject to the written
acceptance of the Authority.
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The F&P 1 contains a declaration by the regulated entity that it has satisfied itself on
reasonable grounds that the individual is fit and proper, including that the individual meets
minimum competence requirements (where these apply - see the Training and Competence
Framework), and provide a rationale for the conclusions reached. It also includes a
declaration by the individual confirming that they consider themselves to meet the fitness
and propriety standards.
Questions in the F&P 1 must be answered in full. Comments such as “see your records” are
not acceptable answers.
The assessment of fitness and propriety is case specific – it relates to the individual proposed
by the regulated entity, but consideration will also take into account the particular
Controlled Function and the regulated entity in question. Any acceptance is specific to the
individual, the particular Controlled Function and in the context of the regulated entity itself.
This is because an individual may be considered to have sufficient competence in the case of
regulated entity ABC Ltd (bearing in mind the nature of its business, its compliance history,
client type, and the other individuals holding Controlled Functions) but to have insufficient
competence for the same (or different) Controlled Function with regulated entity XYZ Ltd.

8. How should a regulated entity conduct its due diligence in relation to the
fitness and propriety of an individual?
A regulated entity is required to perform due diligence in determining the fitness and
propriety of an individual for all Controlled Functions. This should include verification of the
information the regulated entity obtains from such an individual.
The nature of the expected due diligence is set out in the table at Appendix 5, which also
shows the nature of the due diligence that will be undertaken by the Authority in cases of
notified and accepted Controlled Functions. For criminal records please see c) below.
a) Existing regulated entity
In the case of new individuals in Controlled Functions within existing regulated entities, the
Authority does not require to be provided with the due diligence (such as employers’
references / qualification checks etc.) in almost all circumstances. The declarations within
the relevant forms (see Appendix 6) from the regulated entity that the due diligence has
been performed will suffice.
Please note, however, that the Authority may ask for evidence of the due diligence at any
time, and if it does so this may be remotely or during a supervisory visit.
b) New applicant to become a regulated entity
Unlike the case of an existing regulated entity, where a new application is being considered
for an entity to become a regulated entity, the Authority will typically require the applicant
entity to provide:
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evidence of the substance of those being proposed by it in notified and
accepted Controlled Functions (including details of their full career history
and experience); and
copies of the due diligence it has undertaken to evidence the fitness and
propriety of the individuals.

c) Criminal record checks
In relation to individuals proposed for notified and accepted Controlled Functions, a
regulated entity should undertake a criminal record check. This check should be undertaken
before the relevant form is submitted to the Authority. The regulated entity or applicant to
become a regulated entity must complete the relevant section of the Individual
Questionnaire (F&P 1) or Controller Questionnaire (F&P 3) confirming whether such a check
has been undertaken and on what date. Please note: the checking body’s certificate itself
must NOT be supplied to the Authority.
In order for a regulated entity, or an applicant to become a regulated entity, to satisfy itself
as to the integrity of an individual, it should review a certificate that evidences that a Basic
level criminal record check has been carried out on that individual. The Authority expects
the check to have been carried out within 12 months of the date of the relevant form. If the
check is less recent, or has not been conducted the regulated entity / applicant to become a
regulated entity must provide reasons for this, and this rationale will form part of the
Authority’s consideration of the individual’s fitness and propriety.

A criminal record check certificate may be obtained by one of the following three methods:
1.
The individual may request a Basic check themselves though the Disclosure and
Barring Service, Disclosure Scotland or AccessNI. The certificate will be provided
directly to the individual which should be made available to the regulated entity (or
an applicant to become a regulated entity);
2.
Where a regulated entity, or an applicant to become a regulated entity is registered
with the Isle of Man Vetting Bureau (of the Isle of Man Government), they may
request that a Basic check is undertaken on an individual. The certificate will be
provided to the requesting entity with a copy of the results also provided to the
individual; or
3.
If the individual has had a Basic, Standard or Enhanced check undertaken by another
party within the last 12 months and the individual is happy to share this with the
employer.
Please note that the results from a Data Subject Access Request (or similar) made to the Isle
of Man Constabulary, is not a substitute for undertaking a criminal records check.

The regulated entity or applicant to become a regulated entity should consider whether the
details provided on the certificate issued by the checking body are consistent with the details
stated by the individual within the relevant form, as well as considering whether the details
Page 9 of 30

Isle of Man Financial Services Authority

REGULATORY GUIDANCE - FITNESS AND PROPRIETY WEF 1.8.18
on the certificate impact on its ability to confirm to the Authority that it is satisfied the
individual is fit and proper for the role in which they are proposed.

9. How long do the fitness and propriety standards apply to an individual for?
All individuals proposed for or holding Controlled Functions must be fit and proper. The
requirement is not only for an individual to be fit and proper when initially assessed, it
remains as a continuing requirement. An individual must remain fit and proper at all times
when undertaking a Controlled Function.
Individuals who have been accepted as fit and proper will not be routinely reassessed by the
Authority, but whether they are in notified only Controlled Functions, or notified and
accepted Controlled Functions, if a regulated entity choses to do so it may seek to have
occasional declarations made to it that individuals continue to meet the fitness and propriety
standards (example set out in Appendix 4).
Regardless, a regulated entity should require individuals in Controlled Functions to notify the
regulated entity of any material changes to the information originally provided when
entering the Controlled Function in case that affects the regulated entity’s view as to their
current status of fitness and propriety. If a regulated entity becomes aware of any significant
matters that may affect an assessment of the fitness and propriety of any of its individuals
in Controlled Functions, it is the regulated entity’s responsibility to notify the Authority
promptly, to investigate such concerns and take action as appropriate without delay.

10. What if an individual ceases to hold a Controlled Function?
If an individual ceases to hold a Controlled Function the regulated entity should inform the
Authority using F&P 5 - the Individual Controlled Function Cessation Form, within 10 business
days of the giving of notice or other event giving rise to the cessation.

11. What about outsourced functions?
We understand that on occasion certain functions
compliance or internal audit functions. In such cases
respect of the regulated entity’s own personnel
responsibility for that outsourced function, and not
outsourced.

may be outsourced, such as the
the assessment form should be in
(director or staff member) with
the person to whom it has been

12. What about section 29 of the IA2008?
Under section 29 of the IA2008, regulated entities are required to notify the Authority in
advance of the appointment of several persons who may be not be individuals, including
corporate company secretaries and auditors and insurance managers. Appendix 8 provides
further detail about this situation.
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13. What if an individual is being appointed to more than one Controlled
Function for a regulated entity? Which forms should I use?
If an individual is being appointed at one time to more than one Controlled Function for a
regulated entity, then only one form is normally required, as long as the regulated entity
considers the attributes and Training and Competence Framework requirements for each of
the Controlled Functions.
If an individual is already in a Controlled Function but takes on another Controlled Function
for the same regulated entity, then the relevant form is required at that time.
For example, Mrs X is to be appointed as R4 – Director / R11 – actuary / R9 – company
secretary. Only one F&P 1 is required, and it is this form because at least one of the new
Controlled Functions is notified and accepted. The F&P 1 should be annotated on the
Continuation Page with a note about the R9 (a notified only) appointment being made at the
same time.
As another example, if Mrs X is to be appointed as R9 – company secretary / R17 – the
individual responsible for the submission of regulatory returns / R23 – director of client
companies for a CSP, then only one F&P 2 is required for all 3 appointments. That is because
in this case all new appointments are notified only.
In cases of doubt, please contact the Policy & Authorisations Division of the Authority.

14.What if a director is retiring and seeking re-appointment, as a corporate
governance matter, are forms required?
If a director is retired and reappointed as a corporate governance matter in one meeting,
the Authority does not require any of the F&P forms unless the director is not successful in
reappointment, in which case the Cessation Form – F&P 5 will be required.
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Appendix 1 – The components of fitness and propriety
A. Integrity
Integrity is demonstrated through an individual’s personal behaviour and business conduct,
and evidence regarding their character.
In assessing integrity, past actions or conduct that could indicate a lack of integrity, such as
those that are dishonest or unethical, require consideration. Indicators of lack of integrity
may include (in respect of any jurisdiction) matters where:
a) the individual is or was a sole trader, or a director or partner in a legal entity, which
has been refused, prohibited, restricted or suspended from the right to carry on any
trade, business or profession for which authorisation is required by the law of any
jurisdiction; or has had had any such authorisation revoked for a reason that was not
voluntary;
b) the individual has been the subject of any complaint made to the regulated entity,
the Authority, the Financial Services Ombudsman Scheme or any equivalent body
relating to activities subject to regulation in any jurisdiction. In considering whether
such a complaint adversely affects the individual’s integrity and ability to carry out
the Controlled Function, consideration should be given to the materiality of the
complaint, the outcome of any inquiry or investigation or any similar process into
that complaint if it has been concluded, and the length of time since the complaint
was made;
c) the individual is or has been subject to any disciplinary proceedings by bodies such
as employers, industry associations etc., or has been issued a warning, reprimand or
other administrative sanction by a regulatory authority, a clearing house or exchange,
or a government or professional body;
d) the individual has been dismissed, or asked to resign and did resign, from any
profession, vocation, office or employment or from any position of trust or fiduciary
appointment, whether or not remunerated;
e) the individual has been a member of the governing body of a body corporate that
has been struck off the register of companies (or its equivalent) by the Registrar of
Companies (or its equivalent) on an involuntary basis;
f) the individual has been disqualified or restricted from acting as a director or officer
of bodies corporate, or has been disqualified from acting in any managerial capacity;
g) the individual has:
i. been convicted of an offence either of money laundering or terrorist financing
(or their equivalents);
ii. been convicted of an offence which could be relevant to that person’s ability
to perform the relevant function; or
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iii.

h)
i)

j)

k)

had a finding, judgment or order made against him/her involving fraud,
misrepresentation, dishonesty or breach of trust or where the individual is
subject to any current proceedings for fraud, misrepresentation, dishonesty
or breach of trust;
the individual has been the subject of any civil penalty enforcement action taken by
a regulatory authority;
the individual has been untruthful or provided false or misleading information to the
regulated entity or the Authority, or been uncooperative in any dealings with the
regulated entity or the Authority;
the individual, or any business with which the individual held a position of
responsibility or influence has been or is being, investigated, disciplined, censured,
suspended or criticised by a regulatory or professional body, a court or tribunal or
any similar body, whether publicly or privately; or
the individual has been found, by a regulatory authority, to have perpetrated or
participated in any negligent, deceitful or otherwise discreditable business or
professional practice.

In making an assessment of integrity as an element of fitness and propriety, all relevant
circumstances, on a case-by-case basis, should be considered.
As part of the fitness and propriety assessment, individuals must disclose convictions which
are not ‘spent’ within the relevant forms (see Appendix 6) and to the regulated entity. In the
case of notified and accepted Controlled Functions, spent convictions must be disclosed
directly to the Authority2.
All individuals in Controlled Functions are expected to ensure, by their conduct, and their
involvement in setting policies, procedures and by providing appropriate supervision and
training to others within the regulated entity, that the regulated entity’s business is
conducted with integrity. Failure to do so, or failure to be open and honest with the
Authority or other regulator may be relevant to an assessment of an individual’s or a
regulated entity’s integrity. This includes the failure to complete a form or supply
information required in an honest manner, or the deliberate or negligent omission of any
relevant information.

B. Financial standing
The Authority considers that individuals in Controlled Functions should manage their
financial affairs in a sound and prudent manner, and be in good financial standing.
Therefore considerations should include matters such as whether an individual (in respect
of any jurisdiction):
2

The Rehabilitation of Offenders Act (Exceptions) Order 2001 allows the Authority to take account of
convictions which would otherwise be treated as spent under the Rehabilitation of Offenders Act 2001
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a) has ever been declared bankrupt or is currently an undischarged bankrupt;
b) has entered into a compromise arrangement with creditors;
c) is, or has been, subject to any judgement debt, which has not been satisfied in full;
or
d) was a member of the governing body of an entity which has been the subject of
insolvency.
Any judgement debt obtained against an individual must be disclosed within the relevant
forms (see Appendix 6).
A credit check should be undertaken on individuals proposed for Controlled Functions. If an
individual is not resident in the IoM or UK a letter of good standing may be requested from
their bank. In making an assessment all relevant circumstances, on a case-by-case basis,
should be considered.

C. Competence
A regulated entity should ensure that all individuals who perform roles relating to activity
that is regulated by the Authority (not only those in Controlled Functions) are competent for
the tasks that they perform.
The Authority has issued a Training and Competence Framework which specifies the
experience and, where necessary, academic or professional qualifications that are
considered relevant to hold for various roles including Controlled Functions.
In making its notification, the regulated entity must consider the Training and Competence
Framework, and whether the individual meets those standards.
Matters such as size and type of business, complexity, risk profile, organisation structure,
target market etc. will not be the same within any two organisations. Different functions will
entail different responsibilities and different levels of knowledge and expertise. For this
reason, apart from some specific qualifications in certain circumstances, the Training and
Competence Framework cannot point to conclusive knowledge or expertise that is required
for each particular function. The regulated entity, should make the assessment as to what
makes an individual competent to perform the specific Controlled Function for that entity
using its own knowledge, and taking into account all relevant matters. The Authority requires
the regulated entity to set out these considerations and the rationale for its conclusions in
F&P 1 - the Individual Questionnaire where competence is not consistent with the Training
and Competence Framework.
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In general terms, individuals holding, or applying to hold, Controlled Functions should:
a) have a sound knowledge of the business of the regulated entity as a whole, through
training or experience, and the specific responsibilities that are to be undertaken in
the relevant function;
b) have a clear and comprehensive understanding of the regulatory and legal
environment appropriate to the relevant function;
c) have professional or other qualifications that are appropriate to the relevant
function; and
d) not allow the conduct of concurrent responsibilities to impair their ability to
discharge the duties of the relevant function or otherwise allow personal conflicts of
interest to arise in carrying out the role.
The lack of relevant qualifications, or serious or repeated breaches of legislation or codes of
conduct in the Island, or elsewhere will, prima facie, suggest a lack of competence.
With regard to individuals that hold Controlled Functions, a regulated entity should also
ensure that:
a) they remain competent for the work they do;
b) they are appropriately supervised; and
c) their competence is regularly reviewed.

D. Learning the role – staff development
Staff that are inexperienced within a Controlled Function should be given responsibility on a
staged basis and with appropriate induction and mentoring until that individual can
demonstrate their experience within the role. Examples include:
 First time directors of a regulated entity should join an existing and experienced
Board and be provided with suitable mentoring;
 Newly appointed individuals providing financial or insurance advice should have the
suitability of their advice reviewed by an experienced adviser/broker for period of
time;
 Individuals within a Trust and Corporate Service Provider that are new to directorship
or trustee responsibilities in relation to client structures should initially be appointed
to less active and lower-risk structures and work with experienced colleagues.
The regulated entity should ensure it has the necessary controls in place regarding
mentoring and training of developing individuals and be able to demonstrate this as part of
its rationale for appointment. As part of the Authority’s supervision, it may assess the
regulated entity’s controls and oversight in this regard.
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Appendix 2 – The Controlled Functions
The Controlled Functions are set out in the table below. They fall into two main categories –
those that require notification and acceptance by the Authority, and those that require
notification only.
A regulated entity is not required to ‘create’ a Controlled Function where one did not
previously exist; but should review its functions and determine whether any of its roles meet
those listed. As an example, the regulatory requirements mean that some regulated entities
must have an internal audit function. In this case the Head of the Internal Audit function will
be undertaking Controlled Function R14. If a regulated entity is not required to have an
internal audit function, and does not have this voluntarily, then there will be no Controlled
Function R14. However, if a regulated entity is not required by regulatory requirements to
have an internal audit function, but voluntarily does so, then it will have a Controlled Function
R14.
Regulated entities should apply substance over form when reviewing functions – it is the
nature of the function, not the job title, that determines its categorisation. Importantly, the
Authority does not require regulated entities to perform a retrospective exercise. Regulated
entities should follow this Guidance and utilise the new F&P forms at Appendix 6 for
individuals taking up Controlled Functions after this Guidance is introduced; but this is not
required for those individuals in position prior to the introduction of the Guidance if the
procedures applicable at the relevant time had been followed.
Please note, if the Authority considers that a particular individual does not fall within a
defined category of Controlled Function, but nevertheless appears to the Authority to have
significant powers or responsibilities, then the Authority may require notification of the
individual using F&P 1 - Individual Questionnaire, or F&P 3 - Controller Questionnaire (as the
case may be), together with further information about their role and responsibilities. This is
considered a ‘notified and potentially accepted Controlled Function’. This will enable the
Authority to determine whether the role requires acceptance (in which case the Controlled
Function will be R10). This situation is expected to be rare, and can only be utilised by the
Authority. A regulated entity cannot determine that an individual is in Controlled Function
R10.
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Controlled Functions

Type

Guidance on role / responsibilities

Controllers and owners
R1. Controllers – of the regulated entity and
those of its immediate parent

Notified
and
accepted

R2. Controllers – ultimate beneficial owners

Notified
and
accepted

Includes the ultimate parent company of a group structure as well as
individuals that are ultimate beneficial owners of the regulated entity.

R3. Controllers – ‘intermediate controllers’ –
i.e. other non-individual controllers
within the statutory definition

Notified
and
potentially
accepted

These will be ‘intermediate controllers’ which do not fall within the
descriptions at R1 and R2; for example, a holding company in the chain of
ownership which is neither the regulated entity’s immediate nor ultimate
parent.

Notified
and
accepted

This also includes employees of an Insurance Manager proposed to be
directors of a managed insurer, or of a Class 7 licenceholder proposed to be
directors of a managed entity, as well as members of the management
committees of credit unions.

Notified
and
accepted

All members of the governing bodies of collective investment schemes should
be fit and proper. However, the Authority only regards those of the following
scheme types to be Controlled Functions: Authorised Schemes / Full
International Schemes / Regulated Funds / Recognised Funds.

Members of governing bodies
R4. Directors of an Isle of Man incorporated
regulated entity (whether executive or
non-executive)

R5. Members of a governing body of a
collective investment scheme (in respect
of certain schemes only)

R6. An individual who is a professional
trustee of a retirement benefits scheme

R7. An individual trustee who is not a
professional trustee of a retirement
benefits scheme

Notified
and
accepted
Notified
only

Senior management and officers of a
regulated entity
R8. Chief Executive of an Isle of Man
incorporated regulated entity, or the
most senior executive in the Isle of Man
responsible for a branch of a non-Isle of
Man incorporated entity

Notified
and
accepted

R9. Company secretary of an Isle of Man
incorporated regulated entity

Notified
only
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Controlled Functions

Type

R10. Key person

Notified
and
potentially
accepted

Guidance on role / responsibilities

If the Authority considers that a particular individual does not fall within a
defined category of Controlled Function, but nevertheless appears to the
Authority to have significant powers or responsibilities, then the Authority
may require notification of the individual using F&P 1 - Individual
Questionnaire, or F&P 3 - Controller Questionnaire (as appropriate), together
with further information about their role and responsibilities.
This is considered a ‘notified and potentially accepted Controlled Function’.
This will enable the Authority to determine whether the role requires
acceptance. This situation is expected to be rare, and can only be utilised by
the Authority. A regulated entity cannot determine that an individual is in a
notified and potentially accepted Controlled Function.

Assurance persons of or to a regulated entity
R11. Appointed actuary of an insurer

R12. Principal control officer – of an entity
regulated under the IA2008

Notified
and
accepted

Notified
and
accepted

R13. Head of compliance

This Controlled Function should be used for individuals controlling the
exercise of functions within the regulated entity i.e. a role that fits within the
definition of principal control officer set out at section 54 of the IA2008 (other
than Head of compliance (R13) / Head of internal audit (R14) / MLRO (R15) /
DMLRO (R16) which are separate Controlled Functions).
The individual responsible for ensuring or monitoring compliance with the
regulated entity’s legal and regulatory obligations and required to provide
objective assessment or objective reporting to the governing body of the
regulated entity. In many regulated entities there will only be one compliance
officer who will therefore be the Head of compliance, but in larger entities
there may be an individual to whom other compliance officers report. In such
cases only the Head of compliance is a Controlled Function.

Notified
and
accepted

In the case of Branches, the Head of compliance will be the most senior
individual with compliance responsibility locally, who may have a reporting
function to Head Office / Group, but who will also be expected to provide
reports to local senior management.
This Controlled Function will, for example, encompass the individual
nominated by certain Class 8 licenceholders under Rule 8.22(3) of the
Financial Services Rule Book.
Where a regulated entity outsources elements of the compliance function,
the Head of compliance will be the regulated entity’s own staff/ Director
with this responsibility – and not the person to whom it has been
outsourced. However where an Insurance Manager is providing
management services for an insurer, Head of Compliance means an
individual working for or on behalf of the insurer who is responsible for the
compliance function of that insurer.
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Controlled Functions

Type

Guidance on role / responsibilities

Notified
and
accepted

If a regulated entity has an internal audit function, this Controlled Function
will be the individual responsible for monitoring compliance with the
regulated entity’s internal strategies, policies and procedures; legal and
regulatory obligations; risk management; or internal control systems and
required to provide objective assessment or objective reporting to the
governing body of the regulated entity.

R14. Head of internal audit

R15. MLRO

Notified
and
accepted

R16. DMLRO

Notified
and
accepted

R17. Person responsible for the submission of
the regulatory returns to the Authority

Notified
only

The individual (other than one mentioned at * below) who is responsible for
the detail within, and accuracy of, the regulatory returns.
* An individual will not be in controlled function R17 if they are in any notified
and accepted Controlled Function for the SAME regulated entity.

Other persons of a regulated entity
R18. Senior
influence

manager

with

significant

Notified
and
accepted

An individual (other than one mentioned at † below) who reports directly to
the governing body as a whole, or directly to an individual member of the
governing body and is able to exercise significant influence and is responsible
for the day to day management of a function which undertakes the regulated
business of the regulated entity; in accordance with strategies, policies and
procedures set out by the governing body. See Appendix 7 for more guidance.
† An individual will not be in Controlled Function R18 if they are in any of the
following Controlled Functions for the SAME regulated entity: R1 to R4, R8,
R10 to R16, and R19 to R22.

R19. Financial controller

Notified
and
accepted

An individual who is able to exercise significant influence and responsible for
the day to day management of the accounting function of the regulated entity
in accordance with strategies, policies and procedures set out by the
governing body.

R20. Head of Operations

Notified
and
accepted

Where they are an individual who reports directly to the governing body or
directly to an individual member of the governing body and who is able to
exercise significant influence.

R21. Senior Manager with responsibility for
persons providing investment or
insurance advice

Notified
and
accepted

An individual who is responsible for persons giving investment or insurance
advice to clients.

R21A. Individual providing investment advice
to clients

Notified
and
accepted
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Controlled Functions

Type

R21B. Individual providing insurance advice
to clients

Notified
only

Guidance on role / responsibilities

Branches
of
non-IOM
incorporated
regulated entities and non-EU permit
holders under the IA2008
R22. Head office personnel who have a clear
and direct responsibility for the branch or
who will be overseeing the work of the
branch

Notified
and
accepted

The term ‘branch’ also includes a Class 1(3) Representative Office and a nonEU permit holder under the IA2008. Such individuals should be a member of
the senior management of the company of which the branch is part, and will
often be in a Controlled Function (or similar) in their home jurisdiction.

Others, including officers of client entities
R23. Director (or equivalent) or company
secretary of a client entity of a CSP

R24. Director (or equivalent) or company
secretary of a body corporate acting as a
director of a client entity of a CSP
R25. Trustee of a client trust of a TSP

R26. Director (or equivalent) or company
secretary of a corporate trustee

Notified
only

Notified
only

Notified
only

Notified
only

R27. Council member of a client foundation of
a TCSP

Notified
only

R28. Isle of Man Resident Officer

Notified
and
accepted

R29. Other insurance managers (non-life
insurers only)

Notified
and
accepted

Applies to branches of non-IOM incorporated entities only that are regulated
under the FSA08.
Any individual within the IA2008 definition of manager that is not included
within any other Controlled Function. Applies to non-life insurers only.
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Appendix 3 – Controllers
Controllers are defined in the regulatory legislation (see s.48 FSA2008, s.54 IA2008, s.54
RBSA2000 and s.26 CISA2008). They include some shareholders and owners of regulated
entities. The regulatory legislation requires an applicant for regulatory permissions to satisfy
the Authority that its controllers are fit and proper. Controllers may be individuals or bodies
corporate, and in some cases legal arrangements such as trusts.
Once an entity becomes regulated, it is required to notify the Authority in advance of changes
in its controlling interests. In some cases, especially large, geographically dispersed groups,
the regulated entity may not be aware of a proposed change, and as a result the obligation
to advise the Authority of the change lies with the controller / potential controller.
The regulated entity, its immediate parent and ultimate beneficial owners
 Controllers of the regulated entity, and those of its immediate parent (if applicable)
are controllers falling within the notified and accepted Controlled Function R1.
 Individuals that are the ultimate beneficial owners of a regulated entity are controllers
falling within the notified and accepted Controlled Function R2.
The proposed controllers are required to provide detailed information about the ownership
structure of the regulated entity and key relationships within the proposed structure, utilising
a Controller Questionnaire. This will also facilitate the Authority’s determination of which
persons are ‘intermediate’ controllers (R3).
Intermediate controllers of regulated entities
 Intermediate controllers are considered by the Authority to be notified and potentially
accepted.
The proposed controller must provide advance notice of change together with detailed
information utilising F&P 4 - Intermediate Controller Notification Form.
This information will be used by the Authority to determine whether it needs to understand
a particular intermediate controller in greater detail, and if it does so it will determine that
the intermediate controller requires acceptance. Should that be the case, the intermediate
controller will be required to provide the Authority with sufficient information to satisfy the
Authority of its fitness and propriety.
The fit and proper standards applying to controllers
Individuals that are controllers will need to meet the same fit and proper standards as
individuals in other Controlled Functions, although competence may not need to be
considered if the controller undertakes no other Controlled Function.
Other persons, such as corporate entities, that are controllers also have to be fit and proper.
Therefore the concepts of integrity, financial standing and competence apply.
The integrity of such a person will be affected by matters such as litigation, whether it is held
in good standing with its listing authority and / or regulator, public censure, etc.
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The financial standing of such a person will be affected by matters such as financial
judgements, liquidation, insolvency, etc.
The competence of such a person will be affected by its legal ability (and the holding of all
necessary regulatory permissions) to be a controller of the regulated entity.
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Appendix 4 – Optional occasional fitness and propriety declaration
by an individual in a Controlled Function (other than R1, R2 or R3)
to its regulated entity
The fitness and propriety standards and a declaration that they are met is included within the
relevant forms (see Appendix 6) and is therefore required as part of an individual’s initial
fitness and propriety assessment.
Additionally, a regulated entity may wish to consider whether individuals in Controlled
Functions (other than those in Controlled Functions R1, R2 and R3) should provide a fitness
and propriety declaration to it on an occasional basis. If a regulated entity so determines, an
example declaration is set out below. If used, it should be retained by the regulated entity,
the Authority does not require a copy of it.

I …………[NAME]… .. …… holding the Controlled Function(s) of XXXXX with [regulated entity
YYYYYYYY] hereby declare that I have:








maintained, and will continue to maintain, my fitness and propriety, in terms of my
integrity, financial standing and competence at all times;
in my communications with the Isle of Man Financial Services Authority, been open and
truthful, full and accurate in all respects and not misleading, and will continue to be so;
ensured I have, and will maintain, the minimum competence requirements (where
applicable) and appropriate qualifications, experience, competence and capacity to
properly discharge the duties and functions of my Controlled Function(s);
conducted, and will conduct my affairs in a sound and prudent manner;
ensured that in the performance of my Controlled Function I have complied, and will
continue to comply with, the relevant regulatory standards and requirements; and
that I will notify [the regulated entity] without delay if I for any reason no longer comply
with the fitness and propriety standards.

Signed:
Dated:
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Appendix 5 – Due diligence
This table sets out the due diligence checks that should be undertaken on individuals
proposed for Controlled Functions:
Due diligence

By the Authority
(Notified and
accepted
Controlled
Functions only)

Competence

By the Regulated
Entity
(All Controlled
Functions)

Details of check



Documentary evidence to show the
individual fulfils the Training &
Competence Framework applicable (if any)
for the Controlled Function(s) undertaken
Declaration within the relevant form that
the individual fulfils the Training and
Competence Framework requirements for
the Controlled Function(s) undertaken (if
any)
Professional body check (where applicable)
(e.g. covering issues such as: is
memberships held / is it current / has
disciplinary action been taken)
Previous & current employers’ references
(minimum last 10 years where possible)
Declaration within the relevant form that
the individual is able to perform the
functions required without being exposed
to unmanaged material conflict
Consideration of the reasonableness of the
statement from the regulated entity of
why the individual is competent and
capable of fulfilling the Controlled
Function(s)
Criminal record check (individual)












 (notified and
accepted CF only)
 (notified and
accepted CF only)


Integrity

 (notified and
accepted CF only)
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Review of criminal record check data
Individual
self-certification
of
all
convictions
Comparison of individual self-certification
of all unspent convictions to data from
check
Review of spent convictions notified to the
Authority
Search for regulatory actions against
individual inc. director disqualifications
Inter-regulator checks
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Due diligence

By the Authority
(Notified and
accepted
Controlled
Functions only)


By the Regulated
Entity
(All Controlled
Functions)

Details of check














Review of individual’s self-certification of
all regulatory actions including pending
actions
and
director
or
officer
disqualifications
Consideration of the reasonableness of the
statement from the regulated entity of its
assessment of the integrity of the
individual
Court judgements search
Insolvency lists
Credit check
Consideration
of
individual
selfcertification of judgements etc.
Consideration of the statement from the
regulated entity of its assessment of the
financial standing of the individual
Identity and other due diligence checks
Website checks
Consideration of reasonableness of the
declaration of individual that they meet
the fitness and propriety standards

Financial standing



General
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Appendix 6 – Relevant forms
Please note: all forms submitted must be signed originals, not copies.
Form Name
Individual Questionnaire

Form
Number
F&P 1

Notification Only Form

F&P 2

Controller Questionnaire

F&P 3

Intermediate
Controller F&P 4
Notification Form

Individual
Controlled F&P 5
Function Cessation Form

Usage
To be completed when an individual is being
proposed for a notified and accepted
Controlled Function
To be completed when an individual has been
appointed to a notified only Controlled
Function
To be completed in respect of Controlled
Functions R1 (controllers of the regulated
entity and those of its immediate parent) and
R2 (ultimate beneficial owners)
To be completed in respect of Controlled
Function R3 (where a proposed acquisition of
control will only result in a change of
intermediate parent within the regulated
entity’s group structure, and will not result in a
change to the controllers of the regulated
entity, its immediate parent or ultimate
beneficial owners)
To be completed in respect of any individual
where a Controlled Function they hold ceases
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Appendix 7 – R18 Senior Manager with Significant Influence Decision Tree
Start

Is the individual in, or taking on,
any of the following Controlled
Functions for the SAME regulated
entity: R1 to R4, R8, R10 to R16,
R19 to R22?

Not an R18
Yes

No

Does the individual report directly
to either the governing body
(Board) as a whole, or directly to an
individual who is a member of the
governing body (director)?

No

Yes

Is the individual able to exercise
significant influence over regulated
business?

No

Yes
Is the individual responsible for the
management of a function that
undertakes the regulated business
of the regulated entity?
Yes
Is an R18
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Appendix 8 - Section 29 of the IA2008

1. How does a corporate person have its fitness and propriety
assessed?
a) Corporate Company Secretary
An individual’s company secretary role is a notified only Controlled Function (R9) which
means that advance notice to the Authority of the appointment is not required. The
regulated entity must nevertheless have fully conducted and completed its own due
diligence and be satisfied that the individual is fit and proper before they are able to take up
the role.
The role of company secretary may be filled by a corporate entity under the IA2008. Form
F&P 2 is for individuals and does not easily accommodate corporate entities; therefore that
form should not be used for corporate appointments. The regulated entity must instead
notify the Authority in writing3, within 10 business days following the date of appointment,
of –
 the corporate person’s appointment, and which Controlled Function(s) it is in
relation to;
 the name and address of the corporate person; and,
 the date of appointment.
b) Auditor and Insurance manager
These two connected person roles require notification to the Authority under the IA2008
and are likely to be non-individuals4 but they are not Controlled Functions.
Before a regulated entity may appoint an auditor or an insurance manager, the regulated
entity must have fully conducted and completed its own due diligence.
The regulated entity must then notify the Authority in writing, at least 28 days in advance of
the intended appointment5, of –
 the auditor or insurance manager’s name and address, and
 the date of appointment.
After receiving a notification, the Authority may ask for additional information to satisfy
itself as to the fitness and propriety of the proposed appointee.
If the proposed auditor or insurance manager takes up the role without the Authority’s prior
acceptance of the regulated entity’s intention to appoint that person, it is important to note
that this will not prevent the Authority objecting to the appointment should that be
necessary. Consequently, a regulated entity may wish to consider not appointing the auditor
3

It is expected that notification will take the form of an email or letter
The Authority would always expect an auditor of an authorised insurer to be a non-individual. If an individual
is appointed as a regulated entity’s auditor, an F&P 1 should be provided to the Authority.
5
As required by section 29(1) of the IA2008
4
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or insurance manager unless the regulated entity receives the written acceptance of the
Authority to the appointment.
The assessment of fitness and propriety is case specific – it relates to the person proposed
by the regulated entity, but consideration will also take into account the particular role and
the regulated entity in question. Any acceptance is specific to the person, the particular role
and in the context of the regulated entity itself. This is because an entity may be considered
to have sufficient competence in the case of regulated entity ABC Ltd (bearing in mind the
nature of its business, its compliance history, client type) but to have insufficient
competence for the same role with regulated entity XYZ Ltd.
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