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Section 1: Introduction  

 

Section 1.1: Purpose  

 

The activities of the business and its reliance on third parties at various points along the product offering can 

occasionally lead to situations where the interests of the firm and/or its employees conflict with the interests 

of the firm’s clients.  Equally, the interests of some clients may compete. 

In line with the Compliance Code of Conduct, the firm will undertake all reasonable steps to act in the best 

interests of its clients when faced with competing interests.  These steps can be summarised as follows: 

identifying, preventing, managing, and disclosing all conflicts of interest that risk damaging client interests. 

 

This policy identifies, with reference to the specific activities the firm carries out on behalf of its clients, 

circumstances which may give rise to actual or potential conflicts of interest.  It also sets out the 

administrative arrangements and procedures Interactive Investor plc expects its employees and third parties 

under contract to follow when managing conflicts of interest.  Where the firm is not confident that these 

administrative arrangements and procedures are sufficient to manage the conflicts in question, it shall 

disclose them to clients. 

 

Section 1.2: Scope  

 

Activities covered by this policy 

 

The provision of any regulated and/or ancillary activities by the firm to its clients is in scope. 

 

Who is covered by this policy? 

 

• This policy covers dealings in regulated activities and ancillary activities with all Interactive Investor clients 

without exception and without regard to their client categorisation 

• All employees  

• Third parties (whether individuals or legal entities) which are linked to Interactive Investor plc through a 

contractual relationship 

Section 2: Identifying conflicts of interest  

 

Section 2.1: Types of conflict  

 

This policy covers all categories of conflict or appearances of conflict that could be damaging 

Broadly, there are three types of conflict: 

• Conflicts between the firm’s interests and those of its clients – when commercial motives may lead the 

firm to consider its own interests ahead of those of its clients 

• Conflicts between the interests of Interactive Investor staff and those of its clients - situations where 

employees are not properly incentivised to act in their client’s best interest, for example, employee 

remuneration schemes that are conducive to mis-selling by virtue of the way they are structured 

• Conflicts between the interests of two or more Interactive Investor clients - since a single firm services 

multiple client accounts, the interests of one client may occasionally conflict with those of another client, 

for example, when the firm is faced with allocating shares on a pro rata basis as a result of a scale back. 

Whether or not the presence or appearance of conflicts actually results in material damage to client interests 

is not relevant for the purposes of this policy – the risk alone of such damage determines a course of action. 

 



   
 

Section 2.2: Appropriate criteria to identify conflicts  

When undertaking regulated activities or ancillary activities, relevant persons must take a proactive approach 

towards identifying any real or perceived conflicts of interest, which they believe may damage client interests.  

These cases shall be promptly notified to Compliance. [See section 3.4 on recording conflicts of interest]. 

 

In order to determine whether they are potentially conflicted, relevant persons should consider whether they: 

• Are likely to make a financial gain, or avoid a financial loss, at the expense of the client, even when there is 

no prospect of a monetary loss to the client (for example, the conflicted activity may constrain upside gain 

for the client, representing an opportunity cost) 

• Have an interest in the outcome of a service or transaction carried out on behalf of the client, which is 

distinct from the client’s interest in that outcome. 

• Have a financial or other incentive to favour the interests of a particular client or group of clients over the 

interests of other clients 

• Carry on the same business as the client 

• Receive from a person, other than the client, an inducement in relation to a service provided to the client, 

in the form of monies, goods or services, other than the standard commission or fee for that service 

Section 3: Handing Conflicts    

 

In addition to the various policies, procedures and guidelines the firm has put into place to ensure relevant 

persons treat customers fairly, the firm uses different methods to prevent and/or manage conflicts of 

interests.  These methods are designed to ensure all relevant persons display an appropriate level of 

independence from their own interests and/or the interests of the firm when conducting regulated and/or 

ancillary activities for clients. 

 

Relevant persons must bear in mind that occasionally, even appearances of conflict can lead to situations that 

damage client interests, and therefore not only real, but also perceived, conflicts, may have to be managed. 

 

If the conflict persists despite the best efforts of the firm to minimize its impact on client interests, only then 

can disclosure be considered the appropriate instrument for handing the conflict. 

 

Section 3.1: Instruments to prevent and manage conflicts  

 

Removing Inappropriate Influence   

 

The firm must ensure relevant persons refrain from exercising inappropriate influence over the way in which 

another relevant person carries out services or activities.  For example, inappropriate influence may arise 

when a third party pays an inducement to a relevant person, with the outcome that the inducement 

compromises the quality, independence and/or appropriateness of the service provided. 

 

Installing controls around Information flows   

 

The firm must put into place effective procedures such as Chinese walls to control the flow of price-sensitive 

or confidential client information relevant persons come across in the course of their professional activities.  

Non-exclusive examples of areas where information flows are particularly sensitive include large client 

transactions and participation in events such as Initial Placing Offers.  

 

Controls around these potential conflicts must apply equally to information flows among relevant persons 

between relevant persons and one or several clients, and between relevant persons and third parties.  For 

example, if relevant persons obtain advance notice of the particulars of a given transaction, whether 

corporate or private, they should not act upon price-sensitive information that has not been publicly disclosed, 

either in a personal or professional capacity. 

 



   
Removing scope for ad-hoc activities  

 

Wherever possible, the firm and its staff should abide by written or established policies and procedures when 

providing services to clients, servicing client accounts, or acting on behalf of clients. 

Employing ad-hoc measures may impair a firm’s duty to act in its client’s best interest and may incentivize the 

firm and/or its staff to place their own interests ahead of those of the client. 

 

Section 3.2: Process for managing conflicts  

 

Determining when conflicts must be managed  

 

In order to establish whether a conflict of interest must be managed, relevant persons must consider whether: 

• the conflict arises in the course of carrying out regulated or ancillary activities  

• the firm owes a fiduciary duty to the client, i.e. whether it is acting as an agent on behalf of a client  

• there is a risk that client interests can be adversely affected 

Where any of these questions can be answered affirmatively, the conflict in question must be managed 

following the procedures outlined in this policy and in the policies, processes and guidance it cross-references. 

 

Determining how to manage conflicts  

 

In spite of the best efforts of the firm to minimize the occurrence of conflicts, it is inevitable they will arise in 

the course of business.  These conflicts must be managed in such a way that any possible detriment to the 

client is minimised. 

 

In deciding how to manage a conflict, relevant persons must consider with their line manager which of the 5 

instruments outlined above most effectively mitigates the conflict.  Where there does not appear to be an 

appropriate instrument to manage a certain type of conflict, Compliance should be notified as soon as 

possible. 

 

Controls to manage conflicts must be proportional to the materiality of the risk of damage to client interests. 

Stricter procedures and measures will have to be designed around those conflicts that are more likely to result 

in damage to client interests. 

 

Section 3.3: Disclosing conflicts  

 

Where the organisational and administrative arrangements that have been put into place to manage conflicts 

of interest are not sufficient to ensure with reasonable confidence that risks of damage to client interests will 

be prevented, the firm shall clearly disclose the general nature and/or the sources of conflicts of interest to 

the client before undertaking business on its behalf. 

 

This disclosure must: 

• be made in a durable medium  

• include sufficient detail, taking into account the nature of the client, to enable that client to take an 

informed decision with respect to the regulated or ancillary activity in which the conflict of interest arises 

The disclosure of conflicts of interest by the firm does not substitute for the obligation to maintain and 

operate effective organisational and administrative arrangements to prevent and manage conflicts. 

 

The firm must present to retail clients a summary of this policy.  At any time that the client requests it, the 

firm must provide further details of this policy in a durable medium. 

 

 

 

 



   
Section 3.4: Recording conflicts  

 

Compliance will maintain and update bi-annually a register of the kinds of regulated and ancillary activities or 

investment activity carried out by it or on its behalf in which a conflict of interest entailing a material risk of 

damage to the interests of one or more clients has rise or, in the case of an ongoing service or activity, may 

arise. 

 

Each department will be responsible for keeping a separate register of the actual and potential conflicts it has 

identified that are relevant to the activities it undertakes. Twice annually, each department will submit its 

updated register, complete with additional real and potential conflicts it has identified over that 6 month 

period, to Compliance.  Ownership of the register in each department lies with the Head of Department. 

 

Records of conflicts registers, including any changes made to them, must be kept for at least five years. 

 

Section 4: Governance arrangements  

 

Responsibilities of Senior Management  

 

The responsibility for ensuring that a firm’s systems and controls are compliant with the appropriate 

regulations on conflicts of interest rests with Senior Management.  

 

Senior Management: 

 

• be fully engaged in conflict identification and management  

• take a holistic view of conflicts and risk mitigation within the full range of business activities for which they 

are responsible 

• Oversee the putting into place of policies and procedures that are aimed at achieving a consistent 

treatment of conflicts and fair treatment of clients across the organisation  

• Ensure they receive information on the extent of conflicts and how they are handled 

The Head of Department assumes responsibility for conflicts governance in that department.  The 

responsibilities of the Head of Department include: 

 

• Accountability for the way conflicts of interest are being identified and managed in that department  

• Maintaining their conflicts register for the department  

• Reporting bi-annually to Compliance any updates to the register 

• Notifying Compliance of any breaches of the Conflicts Policy arising in that business line  

• Taking measures to educate employees on day to day conflicts management  

• Determining, in conjunction with Compliance, which conflicts and potential conflicts arising in that 

business line present a material risk of detriment to a client’s interests  

Ongoing Monitoring   

 

Each department must ensure that the arrangements it puts into place to identify and handle conflicts of 

interest remain effective and are adequately monitored on an on-going basis.  This may be incorporated 

within routine governance and control checks. 

 

Breaches of this policy and dispensations 

  

Employees must immediately escalate to their line manager and notify Compliance if they become aware of 

significant breaches to this policy in respect of their department. 

 



   
 

 

Annex 1 – Glossary of Terms 

Ancillary  

Activities An activity which is not a regulated activity but which is: 

(a) Carried on in connection with a regulated activity; or  

(b) held out as being for the purposes of a regulated activity. 

Ancillary services can include: client asset servicing, loans to clients for the purposes of 

transacting in securities, forex services connected to investment services. 

 

Chinese wall An arrangement that requires information held by a person in the course of carrying on one 

part of the business to be withheld from, or not to be used for, persons with or for whom it 

acts in the course of carrying out another part of its business. 

Durable  

Medium Durable medium means any form of documentation that can be duplicated, included paper, 

fax, or email.  It can also include websites, but only subject to strict conditions. 

Regulated  

Activities Regulated activities include: 

Dealing in investments as agent, dealing in investments as principal, arranging deals in 

investments, advising on investments, managing investments, establishing, operating or 

winding up a collective investment scheme, acting as trustee of an authorized unit trust 

scheme, acting as the depositary or sole director of an open-ended investment company, 

establishing, operating or winding up a stakeholder pension scheme, advising on pension 

transfers and pension opt-outs, safeguarding and administration of assets, making 

arrangements for mortgage contracts and/or or for a home purchase/reversion plan, 

accepting deposits. 

Relevant  

Persons  Relevant persons means all the business entities and individuals identified in the Scope 

Section that must abide by this Conflicts Policy. 



   
Annex II – Interactive Investor TCF Principles 

 

Strategic change  We consider the impact of strategic change, whether driven internally or externally, 

upon our customers as a key influence upon how we deal with that change. 

Identification of  

Target market We take care to identify what products and services to provide for customers through 

which channels, ensuring that the key product or service attributes are generally 

appropriate for and easily explainable to the relevant customers. 

Product design  

And governance  We build our source products and services to cater to the needs and reasonable 

expectations of our customers and are confident that the products or services that we 

provide do what they are intended to do and that relevant costs are disclosed 

appropriately.  

Marketing and  

Promotion  We design our Marketing campaigns and literature so that the key messages are clear, 

balanced and useful for the target customer segments and enable them to make 

informed decisions, based upon a reasonable understanding of product features and 

the impact of fees and charges. Our process includes an appropriate level of quality 

assurance. 

Provider- 

distributor  

interface sales  

and advice  

processes  We are confident that our business understand the differing roles and responsibilities 

of provider and distributor, whether acting inside or outside the Interactive Investor 

group, and that any potentially harmful conflicts of interest are adequately addressed.  

 

Remuneration Our remuneration arrangements facilitate the provision of appropriate products and 

services to customers and support appropriate quality assurance and ongoing 

customer service. 

Complaint  

Handling We handle customer complaints with sensitivity and dispatch, with due regard for the 

needs and understanding of each complainant. 

 We assess the root cause of complaints made, particularly where the complaint is 

upheld in favour of the customer and ensure that any learning arising is fed back to 

the relevant business units to avoid future repetition. 

Management  

Information  We continually collect, analyse and use information about our customer service and 

product sales to identify ways to improve our service to our customers.  We escalate 

information to senor management to ensure appropriate consideration of significant 

matters.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 


