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Financial services is one of the UK economy’s most important sectors. It represents 
7.1% of GDP1. It is a major contributor to the UK’s public finances, powering the delivery 
of the country’s vital public services. The sector employs more than 2.3 million people2. 
It is also one of our biggest, most successful exports – the UK is, in fact, the world’s 
largest net exporter of financial services3. 

With great success comes greater responsibility: that is to say, a responsibility on all market 
participants to uphold the highest standards of probity, transparency and accountability to 
regulators and customers alike. And there is an even higher standard by which all of us have 
a right to expect our financial regulators to operate to, ensuring customers are treated fairly. 

Instead the last four years have seen a multiple pile-up of mis-selling scandals and incidents 
of regulatory failure. It has witnessed the repeated and wanton abdication of responsibility 
by leading market participants, across markets and product sets, almost always in pursuit of 
short term profit. Worst of all, it has demonstrated a breathtaking betrayal of the trust that 
it rightly owed by so-called financial services professionals to their investors and employees, 
without any equitable redress.  

This state of affairs would be disturbing, if this were all that was at stake. The human costs 
and plight of personal investors and pensioners, whose livelihoods and hopes for a peaceful 
and secure future have too frequently been stolen by get-rich-quick financial charlatans and 
highly paid bankers and investment managers, has been exacerbated by regulators who 
appear to have quite literally fallen asleep at the regulatory wheel. 

Add to this the demographic shift that will lead to nearly one in seven people projected to be 
aged over 75 by 2040, and the demands that this will place on the public purse in meeting the 
needs of an ageing UK population where a quarter of British adults have no savings4, and a 
financial services sector that is neither trusted nor properly regulated conflates, and makes 
more volatile, an existing financial health ticking time bomb.  

Asleep at the wheel: An exposé of systemic regulatory failure and consumer detriment 
in the UK financial services sector itemises the litany of failures and scandals that the UK 
has faced, and provides a detailed and devastating dossier of the conduct of UK financial 
regulators, supervisors and central bankers since the 2008-09 financial crisis, with a particular 
focus on the last four years.   

Each of the scandals and crises has been disastrous for the businesses, communities 
and individuals that have been engulfed by them. More seriously, these events have too 
frequently been the cause of long-term hardship and deprivation for thousands (in some 
cases, hundreds of thousands) of innocent Britons whose only crime was to seek to do the 

1

1  City of London report, Financial services hubs around the UK, 19 September 2019
2  Ibid
3Ibid
4  https://www.independent.co.uk/news/uk/home-news/british-adults-savings-none-quarter-debt-cost-living-

emergencies-survey-results-a8265111.html
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right thing for themselves and their families by investing prudently for their future – or so 
they thought. 

Taken together, these financial scandals represent a terrible, and unarguable, indictment 
of the conduct of successive regulators who, all too often, have been rewarded for failure, 
whether by being showered with undeserved public honours and recognition or, alternatively, 
by being promoted further and further beyond the threshold of their own extraordinary 
incompetence and indifference. 

In particular, over the last four years, under the stewardship of Mr Andrew Bailey at the FCA, 
there has been an increase in financial scandals that have seriously affected ordinary retail 
financial services clients.  This is a man whom the Commons Treasury Select Committee has 
publicly derided for presiding over an organisation that has “a rather complacent attitude” 5 to 
financial wrongdoing. 

Where has such stinging criticism of this powerful regulator’s performance, or lack of, led 
him to? Has he been held to account for misconduct in public office? To public censure?  
To resignation? To prison?  No. None of the above. This extraordinary track record of failure 
and complacency has, instead, been rewarded by Mr Bailey being appointed as the next 
Governor of the Bank of England.

This would be funny if it were not so serious. 

This report aims to bring these scandalous issues to the urgent attention of the new 
House of Commons Treasury Select Committee and the newly appointed Chancellor of 
the Exchequer, the Rt Hon Rishi Sunak MP, before Mr Andrew Bailey can be confirmed in 
his appointment as the next Governor of the Bank of England.  

As a matter of rigour as well as decency, the authors of this report also suggest there be an 
early and urgent review of both the candidate selection process for Governor of the Bank 
of England, as well as of the credentials of the current preferred candidate for the next 
Governor. There should also be a open and frank debate about what should constitute the 
appropriate credentials, skills and track record for Mr Bailey’s successor, as Chief Executive 
of the FCA. 

Gina and Alan Miller
25 February 2020
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5  Nicky Morgan MP, chairman of the Treasury Select Committee, reported in The Times, 1 November 2017



One of the major contributors to the UK’s stable economy is the independence and 
competence of the Governor of the Bank of England. 

The authors of this report, in common with many other commentators, have serious 
reservations about the recently announced appointment of Mr Andrew Bailey to this 
important public office in view of the litany of failures and poor consumer outcomes under 
his leadership at the Financial Conduct Authority (FCA) since his appointment in July 2016.    

Due to these financial scandals billions of pounds have been lost to savers and investors who 
have suffered due to regulatory failure and inaction. As a result, the reputation and trust in the 
financial services sector has been greatly damaged at a time when UK savers and investors 
need to be encouraged to be more financially prudent. Promoting the savings culture among 
the public has a broad public policy benefit for the current and future governments, in view 
of the impending demographic timebomb.  

The authors of the report call on the newly appointed Treasury Select Committee to 
launch an urgent independent inquiry into the appointment of Mr Andrew Bailey as 
Governor of the Bank of England, understand its rationale, and to satisfy itself that this 
appointment has been properly made and is in the public interest in terms of  consumer 
protection. 

Of equally urgent concern to the Treasury Select Committee should be the appointment 
of Mr Andrew Bailey’s successor as Chief Executive Officer of the FCA. Whomever is 
appointed must be able to demonstrate a successful track record of pro-consumer 
protection, change management leading to improved stakeholder outcomes, and a 
proven track record of regulatory competency.

According to the Cabinet Office6 the successful candidate ‘must demonstrate that she/he can 
successfully lead, influence and manage a complex and powerful financial institution, inspire 
confidence and credibility within the Bank, throughout financial markets, in the wider public 
arena and on the international stage.’
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6  https://publicappointments.cabinetoffice.gov.uk/wp-content/uploads/2019/04/CANDIDATE-PACK-Governor-
of-the-Bank-of-England.pdf
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It is a requirement of the role that the candidate possesses the following skills, 
knowledge and experience:

1.  Leadership and operational capabilities to run a significant organisation with a broad mix
of skills.

2.  Ability to assess macroeconomic, financial stability and banking/insurance policy issues
effectively and make decisions against a background of uncertainty.

3. Technical expertise in economics, wholesale markets and risk management.

4.  Ability to operate at Governors’ level and to represent the Bank externally and in
international fora.

5.  Ability to be a role model within the organisation, demonstrating “One Bank” values, and
working collaboratively with peers.

6.  Ability to rapidly assimilate information and act upon it as needed, to make sound
judgements in a timely manner against a backdrop of uncertainty.

Furthermore, the successful candidate must demonstrate ‘personal effectiveness, 
determination and resilience’, showing a ‘clear commitment to and track record in promoting 
inclusion and diversity within the workplace’ and maintaining ‘global confidence in UK 
financial services through maintaining the resilience of the financial system and the safety 
and soundness of regulated firms.’

The authors believe the evidence amassed in this report clearly demonstrates the requirement 
for an urgent review of Mr Bailey’s appointment, and whether he satisfies the mandatory 
requirements or several of the supplementary requirements for the appointment to Governor 
of the Bank of England.  Without such a review there is a serious threat to the reputation and 
perceived independence of the Bank of England – both nationally and internationally.

These same concerns also relate to the appointment of Mr Bailey’s successor as Chief 
Executive Officer of the FCA, in terms of the need for a candidate with unimpeachable  
pro-consumer credentials, and a track record of achieving positive outcomes in the best 
interests of consumers in the retail financial services, banking and insurance sectors.
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Failures and scandals 
during Mr Bailey’s tenure 

as Chief Executive Officer 
of the FCA from July 2016



1HBOS / Lloyds Banking Group

In 2016, Andrew Bailey announced that the Bank of England’s Prudential
Regulation Authority (PRA) and the Financial Conduct Authority (FCA) would investigate 
“certain former HBOS senior managers” 7 as only one banking executive had been 
disciplined after a report by a senior QC said it was clearly in the public interest to reconsider. 
The chairman of the Commons Treasury Select Committee which instigated his report, 
said: “Overdue doesn’t capture it. It is eight years since the collapse of HBOS in 2008.  
It has taken a heap of pressure from Parliament to secure appropriate action from the 
regulators.”

However, in May 2019 it was reported8 that Mr Bailey personally encouraged Lloyds to 
settle with a whistleblower (Ms Masterton) financially but failed to act on her serious 
criticisms regarding the conduct of the bank and its senior managers. This is despite 
her criticisms alleged various breaches of the FCA’s rules. She wrote to Kevin Hollinrake,  
co-chair of the All-Party Parliamentary Group on Fair Business Banking, who in turn wrote 
to chancellor Philip Hammond asking him to intervene and persuade the FCA to consider 
an investigate of Masterton’s complaints. Mr Hollinrake said “Anyone under consideration 
for the role of Bank of England governor must be able to demonstrate a willingness to 
tackle wrongdoing in the banking sector without fear or favour.” 9

The whistleblower had been an employee in its high-risk division and wrote an internal report 
(the 2014 Project Lord Turnbull) that criticised HBOS, which Lloyds acquired in 2009, claiming 
HBOS executives had concealed fraud at the Reading branch before its takeover. The 
Report also warned that Lloyds had received, and failed to act on, evidence of the fraud 
both from customers and internal investigations that found theft and money laundering.  
Ms Masterton was ejected from the bank in 2014.

The fraudsters involved in the HBOS scandal are alleged to have plundered £1bn from 
firms to fund sex parties, superyachts and lavish holidays.10

A damning paper (Appendix 1) outlining the RBS / Lloyds fraud has been prepare by Police and 
Crime Commissioner Anthony Stansfeld who ran the investigation, codenamed Operation 
Hornet, into the frauds. In an interview in February 2019 Mr Stansfeld said: “It’s an absolute 
disgrace what has happened. People have ended up living in cheap hotels, families have 
been broken and there have been suicides. I believe Lloyds directors knew what had 
been going on.” 11

7  https://www.independent.co.uk/news/business/news/former-hbos-chiefs-could-face-action-as- 
investigation-is-reopened-a6840881.html 

8 https://www.ft.com/content/0cfe7934-77e9-11e9-be7d-6d846537acab 
9  https://www.moneymarketing.co.uk/news/fca-criticised-for-not-investigating-lloyds-treatment-of-a-whistle-

blower/
10  https://www.thisismoney.co.uk/money/markets/article-7777075/Former-judge-condemns-shortcomings-

review-HBOS-Reading-branch-banking-fraud.html
11  https://www.standard.co.uk/business/business-interview-police-and-crime-commissioner-anthony- 

stansfeld-a4061766.html)
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2RBS’s Global Restructuring Group (GRG)

The FCA witheld publication of its own independent investigators report into
the mistreatment of business customers by RBS after the 2008 financial crisis (Promontory) 
until the Treasury Select Committee (TSC) were forced to take matters into their own 
hands and published it themselves.

As soon as Promontory recommended a second stage of the investigation, to delve into the 
“root causes” of the RBS’s Global Restructuring Group (GRG) misconduct, the FCA intervened 
to block the next stage on the grounds that it was already proceeding with enforcement 
itself 12 even though the FCA’s own November 2017 report 13 said “The FCA established the 
independent review to have two stages”.

The co-chair of the All-Party Parliamentary Group on Fair Business Banking and Finance said: 
“This report is another complete whitewash and another demonstrable failure of the 
regulator to perform its role.” 14

The FCA’s final report into RBS’s Global Restructuring Group (GRG) said it would take no 
action against the lender or senior staff, despite evidence of “systemic and widespread” 
mistreatment of small and medium-sized business customers between 2008 and 2013 15. 
This was despite the FCA finding that RBS failed to manage a conflict of interest involving 
the bank’s property firm that allowed it to buy assets from distressed companies – 
including companies diverted into the GRG unit.

Mr Bailey sought to say that only under new senior managers and certification regime, 
would misbehaving bankers be held to account. However, his answer as to whether RBS 
would be prosecuted under the new rules was “We cannot say whether we would have been 
able to bring successful cases against RBS senior management”. 16

The FCA failed to investigate potential criminal activity at UK retail banks with allegations 
some lenders had been forging signatures on repossession documents, until forced by the 
Treasury Select Committee to investigate. 17 Not only did a RBS whistle-blower claim that 
the bank had trained staff to forge signatures, but RBS was found to have admitted to 
forging an elderly customer’s signature to sign up to a financial product she did not want. 18

12  https://www.cityam.com/rbs-grg-scandal-baggage-could-drag-down-andrew-baileys/
13  https://www.fca.org.uk/publication/corporate/final-summary-independent-review-rbs-grg.pdf
14  https://www.theguardian.com/business/2019/jun/13/fca-report-into-rbs-branded-complete-whitewash
15  https://www.theguardian.com/business/2019/jun/13/fca-report-into-rbs-branded-complete-whitewash
16  https://www.theguardian.com/business/2019/jun/13/fca-report-into-rbs-branded-complete-whitewash
17  https://www.ftadviser.com/mortgages/2019/07/09/fca-urged-to-probe-signature-fraud-at-banks/
18  https://www.dailymail.co.uk/news/article-5404675/RBS-admits-FORGING-elderly-customers-signature.html
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3 London Capital & Finance (LCF)

The FCA failed to respond in a timely way to whistle-blower 
warnings about London Capital & Finance, a firm that was aggressively marketing and selling 
unregulated mini bonds. LCF’s January 2019 collapse left 11,600 lost retail customers up 
to £236m.

The whistleblower told the FCA in November 2015 that “from what I see, I would not class 
this as a suitable investment for the unsophisticated retail market,” but he received no 
reply. He said of the LCF website “it raised more red flags than the Soviet Union”. 19

One client who had invested in March 2018, called up the FCA to ask about LCF, described 
the regulator as ‘quite promotional’ in its attitude, and that he ‘accepted its guidance’. He said 
“What seems strange is that the FCA pulled the plug suggesting the promotional material 
was misleading. I find it quite difficult to believe they had doubts about the promotional 
material, having six months before given me assurance”. 20

Not until December 2018 did the FCA tell LCF to pull its marketing materials saying the 
marketing was “misleading” 21. This was despite many similar collapses of mini-bonds with 
one collapsing as long ago as January 2015, having been sold to retail investors through a 
company regulated by the FCA.  

Customers had assumed that since LCF was authorised by the FCA, all its activities and 
products would be regulated and covered by the Financial Services Compensation Scheme. 
Appendix ll is a Summary Note from a LCF Bond holder that details the scandal and holders’ 
views on the FCA and Mr Bailey. In January 2019, Mr Bailey said he was aware that there 
existed a number of companies who’s advertising wrongly gave the impression that 
all their activities were regulated either by the FCA or the Bank of England’s Prudential 
Regulation Authority.

As at 17th February 2020, the amount paid out by the Financial Services Compensation 
Scheme (FSCS) has been just £2.7m 22 to 135 LCF customers in relation to 151 bonds.  
A report from the administrators, Smith and Williamson, to LCF in 2019 revealed that in 
just six months (30 January to 29 July 2019), the administration costs amounted to £2.3m 
whilst bondholders were expected to receive back just 25% of their original investment 23.  
This would imply a loss, before any FSCS compensation of £178m.

19 https://www.ft.com/content/f1efe506-4c7d-11e9-bbc9-6917dce3dc62
20   https://www.thisismoney.co.uk/money/investing/article-7924501/Bank-Englands-Andrew-Bailey- 

interviewed-London-Capital-Finance-inquiry.html
21  https://www.telegraph.co.uk/investing/bonds/mini-bond-customers-limbo-fca-probe-freezes-14000- 

accounts/
22 https://www.fscs.org.uk/failed-firms/lcf/
23 https://smithandwilliamson.com/media/5578/joint-administrators-progress-report-to-29-july-2019.pdf
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4 Aramco Oil

In July 2017, the FCA announced proposals24 to relax the rules and
regulations on the freedom of state-owned enterprises listed in the UK in order to allow the 
oil giant Saudi Aramco to list on the London Stock Exchange. Saudi Arabia had planned an 
extended beauty contest to determine which global stock exchange would claim the prestige, 
and substantial fees.

This has been referred to as “The biggest, dirtiest deal in history” 25 with the FCA creating 
a new ‘premium listing regime’ to allow the Saudi state-controlled company to bypass 
requirements to have a controlling shareholder agreement or be subject to shareholder 
approval for related party transactions.  

Mr Bailey admitted that he met with Saudi Aramco in early 2017, before the FCA’s 
published the new proposals in July 201726, following a visit by the Prime Minister and the 
Head of the London Stock Exchange to Saudi Arabia to press for London as the venue for 
Saudi Aramco’s planned IPO.

The new FCA rules were finalised in June 201827 creating a new category within its premium 
listing regime to cater for companies controlled by a shareholder that is a sovereign country.  
Mr Bailey justified this on the basis that “the relationship between a sovereign controlled 
company and the state that owns it is likely to be different from the relationship a 
company would have with a private controlling shareholder.”

Despite the bypassing of these shareholder protection measures referred to above, the 
FCA argued under the heading “Market integrity” that the new measures would “provide a 
route that will result in a greater number of companies exceeding the basic obligations of 
our standard listing regime while ensuring that the high standards of the existing premium 
listing regime are retained for all companies within the existing premium listing categories.”

The FCA would appear to rely on the Caveat Emptor (Let the buyer beware) principle stating 
“We believe that investors and the market are sufficiently able to assess the additional 
risks arising from sovereign ownership. Those making decisions to invest in the securities 
of sovereign controlled issuers will wish to do so taking into account the nature of the 
sovereign owner.”

24  https://www.fca.org.uk/publication/consultation/cp17-21.pdf
25  https://www.newstatesman.com/world/2019/11/how-uk-pitched-oil-giant-saudi-aramco-and-lost
26 https://www.ft.com/content/1b3ab6c0-a742-365e-b5d6-c6c35640cf12
27  https://www.fca.org.uk/news/press-releases/new-premium-listing-category-sovereign-controlled-companies
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5 Lendy – Peer-to-Peer Firm

The FCA failed to make a regulatory surveillance visit to
ailing peer-to-peer firm Lendy for 14 months prior to it collapsing in May 2019, costing 9,000 
investors up to £90 million.28

Lendy announced a rebrand in 2017 from its Saving Stream name but failed to mention at the 
time that the FCA was concerned that the Saving Stream name might lead investors to 
consider that the business was providing savings products. Saving Stream was launched 
in January 2013 to give customers the chance to invest in maritime finance projects. Despite 
this, the FCA still gave Lendy full authorisation in July 2018. This gave investors, who were 
unaware of what was going on with the business, the confidence to lend.29

The Financial Times had reported concerns about rising default levels at the company 
in Autumn 2018. It was placed on an FCA watchlist at the start of 2019 after Lendy itself 
had asked for the FCA’s help in November 2018, less than 12 months after it received an FCA 
licence.30 

In a letter to Lord Myners31, the FCA stated that it had become concerned about new 
information received and actions taken by Lendy post authorisation which led to the FCA 
requiring Lendy in November 2018 to notify them after making most types of payments of 
over £5,000.

A Freedom of Information (FOI) request 32 revealed that the FCA had made no visits 
to Lendy’s headquarters in Portsmouth between Feb 2018 and Apr 2019 despite the FCA 
“being asked to step in by the firm itself and the company subsequently being placed in 
special measures by the FCA.”  

The FCA sought to explain the fact it had not visited Lendy until April 2019 as “Site visits 
are only one part of the FCA’s supervision and as well as the FCA visits to Lendy’s office, 
Lendy staff visited the FCA’s offices on two further occasions during that period” but the FCA 
was unable to disclose to the newspaper issuing the FOI the dates on which Lendy staff had 
visited it.

28 https://www.telegraph.co.uk/investing/news/city-watchdog-failed-visit-ailing-peer-to-peer-firm-lendy-14/
29  https://www.p2pfinancenews.co.uk/2019/07/16/lendy-collapse-whos-to-blame/
30 https://www.ft.com/content/3ca77892-7e48-11e9-81d2-f785092ab560
31  https://www.fca.org.uk/publication/correspondence/lord-myners-lendy-ltd.pdf
32  https://www.telegraph.co.uk/investing/news/city-watchdog-failed-visit-ailing-peer-to-peer-firm-lendy-14/
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6Illiquid Funds

The FCA ignored warnings from a regulated firm33 about the
mispricing of numerous property funds immediately after the June 2016 Brexit vote, at 
which point many listed property stocks had fallen by between 15 and 20% the day after the 
referendum vote, but many property funds chose to make no adjustments to the value of 
their physical properties.

This led to a stampede of withdrawals prior to the funds either being forced to suspend or 
materially reduce their valuations and/or adjust their fund pricing over the following weeks. 
The same liquidity mismatch had occurred in 2008 in which various property funds were 
forced to suspend as they could not meet their redemptions34. 

In February 2017, the FCA consulted into “the risks created when consumers use open-
ended funds to gain exposure to assets that may be difficult for the fund manager to 
buy, sell or value quickly.” The FCA said it would publish a response later in 2017 but it was 
not until October 201835 it proposed funds suspend when the valuer expressed ‘material 
uncertainty’ about significant parts together with various measures to improve liquidity 
management. The Association of Investment Companies (AIC) said 36 “the consultation 
paper ignores the elephant in the room, which is that the open-ended structure is never 
going to be ideal for an illiquid asset such as property.”

In September 2019, the FCA issued its final rules.37 The AIC responded38 “Retail investors 
should be able to invest in funds where they know from the outset how they will be 
managed and what their redemption rights are.… Given the recent warnings from the 
Bank of England regarding the systemic risks such funds create, we would also have expected 
a more urgent approach which addressed these broader risks and not simply tinkered with 
existing regulation and only apply these measures to some funds.”

In December 2019, it transpired that the £2.5bn M&G Property Portfolio was forced to 
suspend after “unusually high and sustained outflows”.39

A recent FOI request found that the FCA did not even maintain a record of the number 
of fund suspensions that take place.40

33 https://scmdirect.com/brexit-hits-property-fund-compensation-could-hit-140-million/
34  https://www.theguardian.com/money/2008/nov/26/new-star-suspends-investor-withdrawals
35 https://www.fca.org.uk/publication/consultation/cp18-27.pdf
36  https://www.theaic.co.uk/aic/news/press-releases/%E2%80%9Cthe-elephant-in-the-room%E2%80%9D
37  https://www.fca.org.uk/publications/policy-statements/ps19-24-illiquid-assets-and-open-ended-funds-and-feedback-

consultation-paper-cp18-27
38  https://www.theaic.co.uk/aic/news/press-releases/aic-responds-to-fca-policy-statement-on-illiquid-assets-and- 

open-ended-funds
39  https://www.theguardian.com/money/2019/dec/04/m-and-g-suspends-property-portfolio-fund-retail-downturn-brexit
40  https://www.ft.com/content/8a80541f-2202-459c-bc58-49c9ce0a4161
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7Woodford

The FCA failed to properly introduce and enforce effective
regulatory oversight of the investment industry, culminating in the Woodford scandal which 
has cost 300,000 investors more than £1 billion, due to poor performance conflating the 
effects of a highly illiquid portfolio that was suspended in June 2019.

The FCA should have been aware of its illiquidity as long ago as 2016, since the Woodford 
Equity Income 2015 accounts revealed that as much as 36 percent of the fund was invested 
in securities that ‘did not have a quoted price in an active market’.41  

Furthermore, the Treasury Select Committee was forced to ask Mr Bailey whether “anybody 
at the FCA read the newspapers and listen to what’s going on in the industry?’ as the 
FCA had seemingly been unaware of Woodford’s decision to circumvent the restrictions on 
holding unquoted assets through Guernsey Stock Exchange listings.  

Whilst Mr Bailey said “Listing something on an exchange where trading doesn’t happen, 
as far as I can see, doesn’t actually count as liquidity.” 42 He blamed the rules saying “It’s 
a flaw in the UCITS [Undertakings for Collective Investment in Transferable Securities] rules” 
but the European regulator disputed this saying “It is important to emphasise that UCITS 
already establishes the principle that funds must be able to comply, at any time, with the 
obligation to redeem investors upon request.” 43

The FCA announced an investigation into the Woodford fund but decided to exclude from a 
review, its own part in the scandal even though industry figures accusing it of having been 
“asleep at the wheel”.44

The AIC said44 a future Woodford scandal would not be prevented by the FCA’s new rules 
as these were for “funds with more than 50% in illiquid assets, well above the level of 
unlisted shares that Woodford Equity Income Fund held.” And that simply “Disclosing in the 
prospectus that the conditions on which you can leave a fund might change, or that the 
fund may be suspended, is not adequate or fair”.

As recently as January 2020, Mr Bailey claimed the Woodford debacle was not “illustrative of 
a wider problem in the asset management industry.” 45

41  https://www.thisismoney.co.uk/money/investing/article-7590989/Regulator-asleep-wheel-Woodford-debacle- 
mushroomed-heads-roll.html

42  https://www.msn.com/en-gb/money/news/does-anyone-at-the-fca-read-the-newspapers-mps-slam-city-watchdog-for-
failing-to-probe-woodford-as-fca-chief-admits-the-fund-that-locked-in-investors-had-bent-the-rules/ar-AADoQZx?sr-
cref=rss

43 https://www.ft.com/content/13e82ae0-a5c3-384e-8443-ba9dba131145
44  https://www.ftadviser.com/investments/2019/10/21/fca-will-not-investigate-its-role-in-woodford-saga/
45  https://www.internationalinvestment.net/news/4009533/woodford-illustrative-wider-fca-bailey
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8Insider Trading

Insider trading is where investors buy or sell shares or other 
financial assets based on information that is not known to the wider market – potentially makes 
perpetrators millions of pounds in profit or allows them to avoid big losses. Large numbers 
of investors appear to be receiving and benefiting from confidential information from 
inside FTSE-listed companies.

A 2018 investigation by a national newspaper46 revealed that the FCA prosecuted just 
eight cases of insider trading in the previous five years and secured just 12 convictions.  
By comparison, the Department for Work and Pensions prosecuted or penalised more than 
10,000 benefit fraudsters in 2017. The FCA was reported to have the equivalent of just 63 
full-time staff working on insider trading investigations compared to almost 4,000 staff 
investigating benefit fraud at the welfare department.  

Its FOI request revealed that “reports of insider trading to the watchdog’s whistleblowing 
team have doubled since 2013 and the number of investigations it starts each year has risen 
from 12 to 66. However, more than half of investigations are dropped with no further 
action.”

The newspaper also found that on the day before a company issued a profit warning, the 
share price fell in 67 percent of cases and on the day before a takeover announcement, 
the share price increased in 70 percent of cases.

These figures seem materially higher than the FCA’s published data from 2017 that 
unusual trading that can be a sign of market abuse occurred before 22 percent of takeover 
announcements in 2017 - the highest level since 2010.47

An FCA spokesperson said: “We do investigate all suspicious activity, and we are committed 
to ensuring that we’re always improving our ability to detect, investigate and take action 
using our criminal, civil, and administrative powers.” 

Mr Bailey told the Treasury Select Committee in February 2018 that although the reported 
figures “were not a total surprise to us,” the FCA has made “a big increase in the number 
of market abuse cases” that they are investigating.48 However, recent FCA data reveals it 
started just nine criminal insider trading prosecutions over the five years from 2014/15 
until 2018/19 and succeeded in eight.49

46  https://www.thetimes.co.uk/edition/news/city-traders-getting-away-with-abuse-of-markets-3czm07nkp
47  https://www.ft.com/content/3ff2b628-8b6a-11e8-b18d-0181731a0340
48 https://www.fnlondon.com/articles/fca-has-ambitious-plan-to-fight-insider-dealing-20180214
49 http://www.complinet.com/global/news/news/article.html?ref=205610%20
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9Culture within the FCA

Bullying and Harassment - Mr Bailey oversaw an apparent explosion of 
bullying and harassment within the FCA50 with record levels of complaints from staff, 
suggesting an institutionalised culture of toxic and unprofessional behaviour and conduct. 
Nearly 30 cases of bullying and harassment have been investigated at the FCA internally 
since 2016, in contrast to just seven incidents in the preceding three years, and just two cases 
between 2009 and 2012. 

Staff sickness and mental health – The FCA’s  staff took 25,887 sick days during 2018, 
the UK regulator’s worst set of figures for six years and more than 60% higher than the 
national average, raising concerns about morale51. There were also significant mental health 
issues within the organisation, with more than 10% of the 100 FCA employees taking long-
term sick leave between 2015 and 2018 for mental health related reasons.52

Treatment of whistle-blowers – The FCA has failed to spend adequate resources on whistle-
blowers (the FCA spent less on its entire professional whistle blowing team in 2018 than 
it did on Mr Andrew Bailey’s salary the same year). The Chief Executive of Whistle-blowers 
UK claimed “Most people want to do the right thing, but don’t trust the FCA because 
they have no confidence that it will bring about any form of investigation, and it may 
result in them losing their job.“ 53

Conflicts of interest – The FCA was forced by the Complaints Commissioner in June 2019 54 
to take “urgent steps” to ensure its supervisory staff understood the consequences of 
“inadequate investigation and insufficient follow-up” within its organisation, as information 
received about a conflict of interest at a regulated firm was not correctly followed up 
by the FCA. The conflict of interest between the advice firm and the company into which the 
funds were invested was not disclosed to the client, and the entire investment was lost when 
the company went insolvent in 2017. 

Head Office of ‘squalor’ - The FCA’s chief operating officer wrote to staff 55 saying she was 
“ashamed” of the behaviour of a “minority of colleagues” that included “stealing plants and 
charging cables from desks, catering and security teams being subject to verbal abuse, 
colleagues defecating on the floor in toilet cubicles on a particular floor, urinating on 
the floor in the men’s toilets and leaving alcohol bottles in sanitary bins”.

50  https://financefeeds.com/double-standards-bombshell-employees-accuse-fca-of-bullying-and-harassment-in-record-
year-of-complaints/

51  https://www.fnlondon.com/articles/fca-under-fire-after-staff-take-25887-sick-days-20190325
52 https://www.fnlondon.com/articles/mental-health-issues-exacerbate-long-term-sickness-at-fca-20190729
53  https://www.independent.co.uk/news/business/news/fca-executive-pay-whistleblower-team-andrew-bailey-a8852946.

html
54  https://www.ftadviser.com/regulation/2019/07/04/watchdog-blasts-failings-in-fca-supervision-unit/
55  https://www.standard.co.uk/business/dirty-bins-booze-and-shameful-squalor-of-financial-conduct-authority-s-

hq-a4284851.html
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10 Corporate Accountability

The Senior Managers and Certification Regime (SMCR) came
into effect for the largest investment firms (banks) on 7 March 2016 56.  The FCA said that these 
measures “play a key role in the FCA’s continued focus on culture and governance in firms 
and builds on initiatives to help the FCA identify and assess key senior individuals.”

In an October 2018 speech57, Mr Bailey said that the senior managers’ regime was so 
important, because it had responsibility and accountability at its heart. “And, in a 
regulated industry like financial services, the public interest is embodied in the objectives 
of the regulator. But it is not just for the regulator to pursue these objectives. Critically, and 
primarily, they have to be internalised by firms and their staff.” 

However, a Freedom of Information (FOI) request 58 revealed that just one conviction 
has been secured using the Senior Manager Certification Regime (SMCR) since launch in 
2016, despite 19 investigations using SMCR powers being launched.

The FCA and the Prudential Regulation Authority (PRA) gave a £642,430 “fine” to the Barclays 
CEO59 when found to have “failed to act with due skill, care and diligence in the way he 
acted in response to an anonymous letter received by Barclays in June 2016.” and who 
“breached the standard of care required and expected of a Chief Executive in a way that 
risked undermining confidence in Barclays’ whistleblowing procedures.”  The £642k fine 
compared with his £4.5m total pay package.60

This was the first case brought by the FCA and PRA under the Senior Managers Regime and 
was widely criticised with the former head of investigations and whistleblowing oversight 
and policy at Barclays saying “This could be an example of where the regulator has bitten 
but it has only got gums.” 61

However, the FCA and the Prudential Regulation Authority subsequently commenced 
an investigation, which is ongoing, into Mr. Staley’s characterisation to Barclays of 
his relationship with Mr Epstein and the subsequent description of that relationship in the 
company’s response to the FCA 62. These allegations relate to a period prior to his employment.

56  https://www.fca.org.uk/news/news-stories/senior-managers-and-certification-regime-one-year
57  https://www.ftadviser.com/regulation/2018/10/16/bailey-says-senior-managers-regime-key-to-restoring-trust/
58 https://citywire.co.uk/wealth-manager/news/fca-secures-just-one-conviction-after-three-years-of-smcr/a1257588
59  https://www.bankofengland.co.uk/news/2018/may/fca-and-pra-jointly-fine-mr-james-staley-and-announce-special- 

requirements-at-barclays
60  https://www.theguardian.com/business/2018/may/11/barclays-jes-staley-fined-whistleblower-fca
61  https://www.ft.com/content/f8a5160e-4482-11e8-803a-295c97e6fd0b
62  https://financefeeds.com/barclays-backs-jes-staley-confirms-fca-probe-relationship-jeffrey-epstein/
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11MiFID II Costs and Charges Legislation

In January 2018, MiFID II legislation came into force requiring
regulated firms to meet improved requirements on disclosing information about costs and 
charges. Rather than a fund’s headline ongoing charge of 0.9% pa, such disclosures revealed 
that the “real cost of investing in these funds can be much higher, 2 or 3 percent a year, 
when you include full transaction costs and performance fees, plus any adviser and 
fund supermarket charges.” 63

However, in April 2018 research64 showed 60% of the fund managers analysed did not 
provide the full disclosure of costs on their websites, no online wealth managers 
analysed displayed the full costs, 70% of the fund supermarkets examined failed to 
show the full cost of an investment on their websites and 78% of wealth managers 
analysed, failed to show all the combined charges on investments when asked.  

In October 2018 65 a FOI request revealed the FCA was investigating 34 pension and 
investment companies for failing to disclose the true cost of their funds. 

In February 201966 the FCA said it had reviewed the costs and charges disclosures from 50 
firms, saying “the industry has been slow to comply with the relevant rules” and some 
firms were found to advertise low costs prominently while disclosing higher aggregated costs 
elsewhere, been inconsistent in their cost disclosures, not disclose transaction and other 
costs and used out-of-date industry average comparisons.

In February 2019 a FOI request67 revealed that 48 firms were being investigated for 
potentially failing to follow the rules, but no firm had been punished or issued with a 
warning for failing to comply with MiFID II. The FCA said it had “no intention of taking 
enforcement action against firms for not meeting all the requirements straight away 
where there was evidence that they have taken sufficient steps to meet the new 
obligations”.

In April 2019, a FOI request revealed 1,355 firms had failed to accurately report their 
transaction costs under MiFID II 68 but again, no firms appear to have faced any 
enforcement action. Just prior to this date (February 2019), the head of markets policy at 
the FCA said that the lack of enforcement was due to it being “complicated and time and 
resource consuming.” 69

63  https://www.thetimes.co.uk/article/why-the-true-cost-of-investing-is-still-sometimes-a-secret-tq6ncnxv0
64  https://www.thetimes.co.uk/article/why-the-true-cost-of-investing-is-still-sometimes-a-secret-tq6ncnxv0
65 https://www.thetimes.co.uk/article/34-fund-managers-investigated-for-hiding-their-fees-l6kjwqhrz
66  https://www.fca.org.uk/publications/multi-firm-reviews/mifid-ii-costs-and-charges-disclosures-review-findings
67  https://www.thetimes.co.uk/article/financial-conduct-authority-blasted-as-48-fund-firms-face-fees-investigation-zmsg-

vt7vs
68  https://portfolio-adviser.com/fca-riles-industry-with-unprecedented-lack-of-enforcement-on-mifid-ii/
69  https://www.ftadviser.com/regulation/2019/02/07/fca-reveals-mifid-mistakes/
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12 Money Laundering

A 2017 study by the CCP Research Foundation, that analyses banks’ 
so-called ‘conduct costs’, revealed that Britain’s biggest banks have paid out £71 billion for 
misconduct in the decade since the financial crisis – much of these fines related to money 
laundering but they were prosecuted outside the UK.70

The 2017 Money Laundering Regulations 2017 gave the FCA power to criminally prosecute 
a person or organisation it suspects of not putting in place sufficient safeguards against 
money laundering with a fine and up to two years’ imprisonment.

The FCA’s 2018/19 business plan71 said it would “use the full range of supervision and 
regulatory enforcement tools” and that its permanent programme of work included 
“regular inspections of the largest firms, as well as other firms that we believe present 
high money laundering risk. This work, alongside our supervision and authorisation 
frameworks, enables us to identify and reduce the potential for firms to be used for 
money laundering and other financial crime. “

In April 2019 72, the FCA’s Director of Enforcement said: “I think it is time that we gave effect 
to the full intention of the Money-Laundering Regulations (MLR) which provides for criminal 
prosecutions. In making poor AML systems and controls potentially a criminal offence, 
the MLRs are signalling that, in egregious circumstances, MLR failures let down the whole 
community” 

The National Crime Agency (NCA) estimates that “many hundreds of billions of pounds” are 
laundered through UK banks and their subsidiaries every year with retail and wholesale 
banking and private wealth management providing a “crucial gateway” for criminals to 
launder their funds.73

However, in January 2020, a FOI request revealed the FCA had not brought a single criminal 
prosecution against a firm or individual for breaching the money laundering regulations.

70  https://www.globalresearch.ca/money-laundering-uk-does-not-prosecute/5676800
71  https://www.fca.org.uk/publications/corporate-documents/our-business-plan-2018-19
72 https://www.fca.org.uk/news/speeches/partly-contested-cases-pipeline-and-aml-investigations
73  https://www.globalresearch.ca/money-laundering-uk-does-not-prosecute/5676800
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13 Final Salary Pensions

Issues regarding advisers collecting large fees, by encouraging
them to switch from company pension schemes into private pensions following the 2015 
pensions reforms have been reported since 2017 74 with concerns “growing over sales 
tactics, scaremongering and mis-selling”. 

In October 2017 the FCA said that since October 2015 it had reviewed 88 Defined Benefit 
Pension Scheme transfers where the recommendation was to transfer and found that in just 
35% of cases was the recommended product and fund suitable.75   

Advice on transferring pension pots and the punitive fees charged was a major mis-selling 
scandal, according to a February 2018 report from the Work and Pensions Committee76 
saying that members of Tata’s pension scheme have “been exploited for cynical personal 
gain by dubious financial advisers” and many members of the scheme “were shamelessly 
bamboozled into signing up to ongoing adviser fees and unsuitable funds characterised 
by high investment risk, high management charges and punitive exit fees”.77 

An August 2019 Work and Pensions Committee report78 referred to as much as £2bn was 
lifted out of pension savings by unscrupulous advisers in one year alone and that the 
FCA’s dedicated scams team only consisted of approximately 10 people, out of 3,700 
FCA staff. “The FCA should review whether it dedicates sufficient resource to combat active 
pension scams, prevent new pension scams and protect individuals: “Scams are not a 
necessary consequence of the pension freedoms.”  

In January 2020, the FCA faced demands to contact more than 160,000 people who had 
cashed in their final salary pensions since 2015, after a Freedom of Information request 
revealed that the FCA was worried about nearly 80 percent of the firms providing bad 
advice in the £80bn market.79 A former FCA Board member called the data shocking and 
called for an investigation, saying “I had thought multibillion-pound mis-selling scandals 
belonged in the past, but clearly this is not the case”.

74  https://www.ft.com/content/eb5083b0-b357-11e7-aa26-bb002965bce8
75 https://www.fca.org.uk/news/news-stories/our-work-defined-benefit-pension-transfers
76  https://uk.reuters.com/article/us-britain-pensions-regulator/uk-watchdog-slow-to-stop-vulture-advisers- 

ripping-off-steelworkers-lawmakers-idUKKCN1FZ00K
77  https://www.ft.com/content/01d4ad66-11b1-11e8-8cb6-b9ccc4c4dbbb
78  https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/

news-parliament-2017/pension-costs-transparency-report-published-17-19/
79  https://www.ft.com/content/18494748-3ebc-11ea-b232-000f4477fbca
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In view of the extensive and immoral nature of the issues compiled
in this report, many of which point to systemic failures in terms of regulation and consumer 
protection which took place at the FCA during Mr Bailey’s stewardship, the authors are calling 
on the Financial Services industry, consumer protection and lobby groups, cross- party MPs, 
the financial and business media, and the general public to demand that the new Treasury 
Select Committee urgently call Mr Bailey to answer questions on the litany of financial 
scandals on his watch at the FCA before confirming his appointment to the Bank of England.  

The Treasury Select Committee review should also urgently consider the appointment and 
due diligence process when selecting a candidate for the role of Governor of the Bank of 
England, as well as the role of head of the FCA. There also needs to be a review of the process 
to ensure that Mr Bailey’s successor at the FCA has both a philosophical commitment to 
delivering proper consumer protections in relevant regulated firms, as well as the skills to 
bring about a cultural change that will start to rebuild trust in the financial services sector.

There are two high profile investigations being undertaken that are set to report later this 
year. Dame Elizabeth Gloster’s investigation into the FCA’s handling of the LCF scandal, and 
Dame Linda Dobbs investigation into Lloyds Banking Group (“LBG”) to consider whether the 
issues relating to HBOS Reading were investigated and appropriately reported to authorities 
at the time by LBG, following its acquisition of HBOS. 

We suggest it would be prudent to wait until the outcome of these investigations before any 
senior appointments are confirmed at the Bank of England or the FCA.
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Appendix ll

London Capital & Finance plc (“LCF”) Briefing Note
From a LCF Bondholder

Background
LCF promoted Fixed Rate Bonds and ISA’s offering attractive interest rates to retail consumers. 
LCF informed potential bondholders they had tight due diligence procedures such as strict 
lending criteria and were lending funds to a large number of SME’s on a fully secured basis 
(LTV ratio to be 75% or lower) so that risk was diversified. LCF was granted full FCA regulatory 
and ISA Approved Manager status in June 2016 and November 2017 respectively. LCF 
promoted its Fixed Rate Bonds and ISA’s on various comparison websites (e.g. best ISA, best 
fixed rates) and these often appeared alongside cash ISA’s offering far lower interest rates. 
LCF paid its quarterly interest on a timely basis and had excellent investor reviews. 

However, in December 2018, the FCA started investigating LCF and concluded that LCF’s 
promotional material was not fair, not clear and misleading, which was a breach of the Conduct 
of Business (“COBS”) Rules. On 30 January 2019, LCF collapsed into administration with Smith 
& Williamson LLP being appointed as Joint Administrators. In July 2019, Dame Elizabeth Gloster 
QC was formally appointed by the Economic Secretary to the Treasury as the Independent 
Investigator to review the way FCA had regulated LCF.

The reality
- There is evidence that LCF was a Ponzi Scheme set up with criminal intent from the outset.
-  LCF only lent investor funds to a few companies which had links to LCF directors (so there 

was a fundamental conflict of interest) or invested in high risk, speculative investments (e.g. 
two small oil explorers).

-  It appeared there was no robust due diligence or strict lending criteria applied to new 
borrowers. 

- It appeared that no checks were carried out to ensure the LTV ratio % was met.
-  LCF used Surge Financial to market LCF’s products and were paid 25% upfront commission 

from investors’ funds, which was never disclosed to investors. The 25% upfront commission 
significantly increased the risk profile of the investment.

-  LCF used various comparison websites which attracted much LCF business. These websites 
(which gave the illusion they were independent) were actually owned by Surge Financial.

-  It has been reported that Surge Financial paid Google c £20m for facilitating Search Engine 
Optimisation. 

-  No investor knew of the existence of Surge Financial employees as their sales team 
masqueraded as LCF employees.

-  The audited accounts dated 30 April 2015 disclosed the fact that LCF relied on one borrower 
whose Director was Andy Thomson, the LCF CEO.  The underlying business had no track 
record and so questions should have been raised as to how this borrower could finance 15%
interest on the LCF loan. LCF seemed to have been a way of raising funds to enhance the 
lifestyles of several individuals and to solve some problems from previous scams. 
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In total, LCF used 4 accountants and 3 auditors between 2014 and 2017 with accounts 
being frequently restated. 

-  The Security Trustee had a serious conflict of interest as the key director (solicitor of LCF’s
law firm) was also a director of several of the borrowing companies along with other LCF
directors and associates.

-  A significant % of investor funds went into the personal bank accounts of 4 key individuals.
For example, £20m was paid to these individuals as set out in a recent High Court judgment.
The Joint Administrators, Smith & Williamson LLP, reported in March 2019 that:- “There are
a number of highly suspicious transactions involving a small group of connected people which
have led to large sums of the Bondholders’ money ending up in their personal possession or
control”. The SFO also arrested the 4 connected people above and put restraining orders
over their assets.

-  Investors were deceived by LCF (much collusion between the directors), Surge Financial,
the comparison websites, the audited accounts and the security trustee but the biggest
deception was the credibility given to LCF by FCA and HMRC in granting full regulatory status
and Approved ISA Manager Status.  No investor expected an FCA regulated entity to be
involved in a fraudulent investment scheme.

FCA’s role in the scandal
-  In November 2015, the FCA were warned by Neil Liversidge, an IFA, that the LCF scheme

was not appropriate for retail investors and that he had concerns whether investors would
recover their investment. It would seem the FCA took no action.

-  In December 2015, the HMRC issued a policy paper called: ”Income Tax: Innovative Finance
Individual Savings Account and peer to peer loans”.  This paper  acknowledged that IFISA’s
could be promoted to vulnerable individuals and stated that to mitigate the risks, the FCA
would focus on “quality of disclosure, including financial promotions, to ensure that risks are
adequately disclosed”. It is not clear that any such action was taken until late 2019 when
the FCA decided to ban the issue of mini-bonds for 12 months and requested action from
internet providers to “promptly” take down websites that featured misleading marketing.
Many commentators felt the action was “too little too late” (e.g. stable door shut after the
horse had bolted and run round two laps of the track).

-  Several other IFA’s and other financial professionals raised concerns about LCF’s activities
between 2015 and December 2018 when the FCA finally intervened. The FCA mentioned
they intervened on 5 separate occasions but the nature of the interventions is not clear and
they were ineffective as they did nothing to stop LCF in its tracks.

-  There were numerous red flags but it is not clear they were picked up by the FCA. For
example, many of the directors had dubious links and murky pasts and were well known to
the FCA. Martin Binks was an LCF director in June 2016 when the FCA “authorised” the firm.
However, this same individual was also the director of an “investment” outfit called Anglo
Wealth (which a judge described as an “elegantly packaged scam”). The FCA even included
a scam warning to investors about Anglo Wealth back in July 2014.

-  There was also the Secured Energy mini-bond scandal (with a similar business model to LCF)
that had collapsed back in January 2015. However, the FCA did not raise its risk profile or
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due diligence on firms operating similar models such as LCF.
-  There had been other scandals such as Connaught where recommendations had

been provided which would have prevented the LCF scandal. The FCA ignored these
recommendations and stated everything was in hand. 

-  Before granting full FCA regulatory status to LCF, the investigation should provide insight
into a number of outstanding questions such as:-

• What action did the FCA take after Neil Liversidge’s warnings in November 2015?
•  What action did the FCA take to warn vulnerable retail consumers about financial

promotions of IFISA’s following the publication in December 2015?
•  What due diligence was carried out around the directors (e.g. Martin Binks) and

Global Security Trustee, Robert Sedgwick from Buss Murton Law LLP?
•  What were the nature of the 5 interventions from granting full regulatory status until

December 2018 when the FCA investigated and what follow up action was taken?
•  What ongoing supervision and monitoring activity was undertaken once LCF was

granted full regulatory status in June 2016?
• What review was undertaken around LCF’s operating model and its financials?

Although the FCA should have known that the LCF model was high risk, it seems that the FCA 
deemed LCF low risk which may have explained the light touch regulation approach. 
-  Rather than protect consumers (as required under their strategic objective) and ensure

market integrity (i.e. not promote financial crime), the FCA did the complete opposite and
facilitated the criminal activities by granting LCF full regulatory status in June 2016. This
significantly enhanced the credibility of LCF and bond issuance volumes expanded rapidly.

-  In November, 2017, HMRC granted LCF Approved Manager Status (which would not have
been possible without the FCA granting LCF regulatory status) and once again there was a
sharp increase of LCF bond issuance. When LCF collapsed, 46% (c £108m) of outstanding
LCF balances related to ISA’s. 

Below is a graph that illustrates the impact on LCF bond issuance volumes post FCA regulatory 
status and ISA Approved Manager status. The extent of the criminal activity and consumer 
detriment would not have been possible without the FCA’s support.
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-  In April 2018, Mr Townsend (FCA Complaints Commissioner) upheld a complaint against the
FCA and said it was a matter of “considerable concern” that the regulator had intelligence
about the unnamed firm from several sources for more than six months without taking
action. Townsend believed there were wider problems in the FCA’s supervision team.
The FCA dismissed this complaint as an isolated incident. However, the FCA had intelligence
about LCF for over 3 years before the FCA took any tangible action to stop the Ponzi Scheme
so it would seem Mr Townsend was right and that the April 2018 complaint was not an
isolated incident. 

- I n around April 2019, the FCA started to introduce the term mini-bond to say that of course
the underlying LCF product was never regulated and it was very unfortunate for the LCF
investors.

However, the FCA’s website previously stated that the FCA regulated bonds without any 
qualification and that investors should only deal with regulated firms. Investors were advised 
to visit the scam warning list.
LCF issued “bonds” and were FCA regulated so how were ordinary retail investors to know 
that a) the LCF bonds were in fact “mini- bonds” and b) were never regulated?
-  FCA then tried to argue there was a problem with perimeter clarity. However, LCF was

stated as being fully regulated by the FCA and there were no obvious statements that the
FCA only regulated part of LCF.

-  The part the FCA regulated related to advertising material but the FCA only raised concerns
about the material over 3 years after it had been issued to retail consumers. 

-  The FCA appear to have blamed investors for their bad investment and then tried to walk
away leaving many retail consumers with life-changing losses. There have been tragic
stories following LCF’s collapse with many consumers suffering adverse impacts to their
health and emotional well-being.

Conclusions
In summary, the LCF financial scandal should never have happened or at worst the impact 
should have been far lower. If the FCA had acted on warnings from IFA’s back in 2015 and 
carried out some basic due diligence, LCF’s fraudulent activities would have been stopped in 
its tracks. Instead, the FCA supported and facilitated the financial crime by granting full FCA 
regulatory status in June 2016 which enabled LCF to obtain Approved ISA Manager Status 
in November 2017. Endorsement of LCF by FCA increased LCF’s credibility and attracted 
significant volumes of investor funds. There were many red flags and warnings, but FCA’s 
action was either non-existent or ineffective. 

Furthermore, investors feel very let down that the FCA failed to take any responsibility 
for their role in the LCF scandal after LCF collapsed especially as it would appear they 
were complicit by gross professional negligence and incompetence.  The FCA passed the 
buck stating they did not regulate the bonds and blamed investors for their unfortunate 
investment in what appears to be a fraudulent Ponzi scheme. The FCA have an overriding 
responsibility to protect retail consumers and tackle financial crime. The LCF scandal should 
never have happened had the FCA acted on the warning back in November 2015. The FCA’s 
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overall strategic objective is: “We aim to make financial markets work well so that consumers 
get a fair deal” has not worked in the case of LCF as consumers have not been protected and 
there has been no market integrity. There has been a significant loss of trust and confidence 
in the FCA by all LCF bondholders and others adversely impacted by other recent scandals. 

Andrew Bailey, FCA CEO, has recently stated that it is important investors understand the 
risks underlying investments. This comment does not sit well with investors. Many investors 
were able to assess normal business risks (i.e. loans that were secured on some underlying 
assets), but this was an alleged criminal operation from the start that was nothing but a Ponzi 
Scheme. Investors trusted that LCF was credible and legitimate as they had FCA regulatory 
status and Approved ISA Manager Status. Without that status, most investors would never 
have placed funds with LCF (the impact of regulatory status and ISA Approved Manager 
status demonstrates that).

We believe that the FCA’s defensive culture where the FCA’s reputation assumed greater 
priority than consumer protection has played a role in this regulatory scandal. Furthermore, 
the FCA dismissed recommendations that could have prevented LCF from happening, 
dismissed a similar complaint where the FCA had failed to act on intelligence within a six 
month period as “an isolated incident”, ignored red flags and warnings and recklessly granted 
full regulatory status to LCF in June 2016 that facilitated ISA Approved Manager Status in 
November 2017. 

Bondholders welcomed the appointment of an independent investigator and the public forum 
arranged by Dame Elizabeth where they had the opportunity to express their concerns. The 
bondholders have many questions and very few answers at the moment. The bondholders 
will have to wait for Dame Elizabeth and her team to complete these investigations.
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CAMPAIGN

www.trueandfaircampaign.com

111 Park Street, Mayfair, London W1K 7JF

enquiries@trueandfaircampaign.com

The True and Fair Campaign was started by Gina and Alan Miller in 
February 2012. It is fully funded by the Millers and receives no external 

funding, and has no external stakeholders, funders or influencers. 
This level of independence ensures the highest level of integrity.




