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The meeting was opened at 11.15 a.m. by JI as Chairman. 

 

1. INTRODUCTION 

1.1 The meeting of clients and creditors began with an introduction by JI of the Joint Special 

Administrators (the "JSAs") and the representatives of Leonard Curtis, Ashurst LLP, and 

the Financial Services Compensation Scheme (the "FSCS") (JI also explained that 

representatives of the Financial Conduct Authority (the "FCA") were present but wished to 

remain anonymous).  Such introduction included an overview of the role of each of the 

aforementioned in the special administration process. 

1.2 JI explained that the purpose of the meeting was for the clients and creditors in attendance 

to vote on (1) the JSAs' statement of proposals, published 25 September 2019 

(the "Proposals") and (2) whether a committee of clients and creditors should be 

established. 

1.3 Paul Smart from the FSCS also provided opening comments in relation to the FSCS 

compensation process, to be discussed later in the meeting. 

2. ORDER OF EVENTS 

2.1 The order of events of the meeting ran as follows: 

(a) presentation by the JSAs, including: 

(i) an overview of key actions taken post-appointment; 

(ii) a summary of the Proposals; and 

(iii) the role of the FSCS in the special administration process. 

(b) Q&A in relation to the Proposals and the conduct of the special administration process; 

(c) explanation of the voting process; 

(d) recess for voting on the proposed resolutions; and 

(e) announcement of the results of the voting. 

3. PRESENTATION 

3.1 JI led the clients and creditors in attendance through a presentation providing an overview 

of the following topics (among others): 

(a) the nature of the Company; 

(b) events leading to the appointment of the JSAs; 

(c) an explanation of the special administration process; 

(d) post-appointment steps taken by the JSAs; 

(e) the Proposals and anticipated timeline of events; and 

(f) the FSCS. 

3.2 The presentation made to the clients and creditors can be found at 

www.leonardcurtis.co.uk/SVS. 

http://www.leonardcurtis.co.uk/SVS
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4. Q&A SESSION 

4.1 Following the presentation, the floor was opened for a Q&A session. 

4.2 A summary of the key Q&As raised at the meeting can be found below.  In the below 

summary, when reference is made to "Client Assets", this means both Client Money and 

Custody Assets. 

(a) "Client Money" is the cash held for clients within their portfolios with the Company 

subject to the FCA's rules. 

(b) "Custody Assets" are the individual stocks and shares and other investments that 

form the rest of a client's portfolio with the Company. 

Question Answer 

The JSAs have control 

of the Client Assets. 

Why can't they simply 

transfer them to 

clients on request? 

If Client Assets were to be returned to clients now, solely on the basis of the 

Company's records, clients might be at risk of claims from other clients or 

third parties who may argue that the Company's records were not correct.  

That could mean that clients might not get what they are entitled to, and 

transfers might need to be reversed later on. 

There is a legal process that offers protection against claims like that.  

Essentially, it involves the JSAs setting a deadline for clients to submit claims 

to Client Assets (this is known as a 'bar date') and for the Client Assets then 

to be transferred according to a detailed plan prepared by the JSAs and 

approved by the clients and creditors and the court (this is known as 

a "Distribution Plan"). 

The JSAs need to follow a legal process so that clients and the JSAs can get 

that protection and, at this stage, we think it is likely that the quickest and 

most cost-effective way for Client Assets to be returned is for them to be 

transferred to a single broker who is regulated by the FCA. 

If Client Assets are 

transferred to a new 

broker, what will the 

new broker's KYC 

requirements be, will 

there be any exit fees, 

how will the new 

broker treat overseas 

clients, etc.? 

We are in contact with a number of regulated brokers regarding a potential 

transfer of Client Assets.  Discussions with those interested parties are 

ongoing and we hope to be in a position to have selected a preferred broker 

shortly.  Clients will appreciate that those discussions are commercially 

sensitive, but should be assured that the terms on which Client Assets will be 

transferred and then held by the new broker are a key part of those 

discussions. 

We will take on board the various points raised and will discuss these with the 

interested parties.  

Will you need to 

liquidate Client Assets 

in order to meet the 

costs of their transfer 

to a new broker? 

The JSAs are working closely with the FSCS to streamline the process for 

clients' claims for shortfalls arising on their Client Assets through cost levies.  

Where eligible clients would otherwise experience a shortfall of up to a value 

of £85,000 (for example, as a result of the costs of the transfer of their Client 

Assets to a nominated regulated broker), the FSCS will seek to provide 

compensation in respect of eligible clients without it being necessary for a 

claim to be submitted in most cases (and so that, in the vast majority of cases, 

it will not be necessary for Client Assets to be liquidated).  This is subject to 

a timely return of Client Assets.  

  



 

 4  

EUS\SAROSS\356505105.01 

 

In your Proposals, you 

say you expect the vast 

majority of clients to 

be compensated in full 

by the FSCS. Are there 

any clients who are 

eligible for FSCS 

compensation who 

won't be compensated 

in full? 

There may be a small number of eligible clients who may face shortfalls as a 

result of the Company's insolvency because, owing to the value/amount of 

their holdings of Client Assets, the costs of the transfer of those Client Assets 

may exceed the cap on FSCS compensation of £85,000 per person. 

Whether or not any eligible client will suffer such a shortfall will be determined 

by the costs of the transfer of their Client Assets.  The methodology for 

allocating those costs cannot be finalised until the structure of the transfer of 

Client Assets has been agreed (as we say above, we are actively pursuing a 

transfer to a single nominated broker).  However, clients should be assured 

that those costs (and the terms of the Distribution Plan) will be subject to 

review by the creditors' committee in due course. 

The FSCS are in the process of providing some illustrative examples of the 

allocation of costs on similar cases, which will be available here: 

https://www.fscs.org.uk/failed-firms/svs/ 

It was also confirmed that costs would only exceed the FSCS compensation 

cap in exceptional circumstances.  

Why are some 

professional clients 

characterised as 

creditors (rather than 

clients)? 

Approximately 500 of the Company's FX clients and 30 of its advisory clients 

were classified as elective professional clients ("EPC") and entered into terms 

with the Company which created title transfer collateral arrangements with 

respect to the treatment of those clients' money (i.e. an arrangement by 

which a client transfers full ownership of money to a firm for the purpose of 

securing or otherwise covering present or future, actual, contingent or 

prospective obligations). 

The effect of those arrangements was that monies deposited with the 

Company by those clients were not treated as Client Money subject to the 

FCA's rules and instead formed part of the Company's own monies (such that, 

in respect of those monies, the relevant clients must be treated as creditors 

rather than as clients). 

The FSCS is working to determine whether the Company's FX EPCs are eligible 

under the FSCS's rules and we understand it hopes to be able to confirm the 

position shortly. 

Why did the FCA 

impose restrictions on 

the Company's 

business? 

On 2 August 2019, the FCA imposed an 'own initiative requirement' (OIREQ) 

on the Company's permissions.  In summary, it did so because, in the FCA's 

view: 

 the Company was failing to satisfy the FCA's threshold conditions 

regarding appropriate resources (financial and non-financial) and 

suitability; and  

 the OIREQ was desirable to further the FCA's consumer protection and 

integrity objective.  

The terms of the OIREQ required the Company to cease all regulated activities 

and included further restrictions on the use of the Company's own assets and 

any Custody Assets and Client Money it held. 

https://www.fscs.org.uk/failed-firms/svs/
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A copy of the OIREQ is available on the FCA's website: 

www.fca.org.uk/publication/supervisory-notices/first-supervisory-svs-

securities-plc-2019.pdf. 

What investigations 

are the JSAs carrying 

out into the reasons for 

the Company's failure? 

The JSAs are required to investigate the affairs of the Company and the 

conduct of its directors in the period leading up to the JSAs' appointment and 

to submit a report to the Insolvency Service on the conduct of any person who 

has been a director or shadow director of the Company at any time in the 

three years preceding the JSAs' appointment. 

Investigations are at an early stage at present.  Any clients or creditors who 

have any information they consider may assist the JSAs in carrying out their 

investigations are invited to provide details to the JSAs as soon as possible.  

Any such information will be treated in confidence. 

Please note that this request for information forms part of the standard 

investigation procedure and should not be taken as implying that there may 

be any cause of action against any person concerned in the Company's affairs. 

I have been contacted 

by a claims 

management 

company, introducing 

agent, managing agent 

or third party 

management solutions 

company. How have 

they obtained my 

personal data? 

You should proceed with caution if you are approached by a third party like 

this.  For the vast majority of clients, there is no benefit in involving a third 

party in reclaiming your assets.  Promises from such third parties that by using 

their services you will be able to (a) recover your Client Assets more quickly; 

and/or (b) recover a higher percentage of your Client Assets, should be 

treated with extreme caution. 

Clients and creditors are encouraged to remain vigilant and to exercise caution 

when dealing with correspondence regarding the special administration.  If 

you are in any doubt regarding the authenticity of any communication that 

you may receive, please do not hesitate to contact the JSAs. 

As at 10 October 2019, the JSAs are not aware of any data breaches having 

occurred since their appointment, but they will continue to carefully monitor 

correspondence like this.  The JSAs have also reported fraudulent 

correspondence to ActionFraud, where appropriate. 

Why have the JSAs 

retained 25 members 

of staff and is that 

economical?  

We have retained largely back office staff to assist in return of Client Assets.  

If they had not been retained, that would have hindered the JSAs' ability to 

conduct the administration in an efficient manner, and would, among other 

things, have significantly delayed the reconciliation of Client Money and 

Custody Assets.  

When Client Assets are 

returned, will they be 

at the same ‘level’ as 

they were prior to the 

JSAs' appointment?  

Based on the strategy outlined in the Proposals, it is anticipated  that holdings 

of Client Assets will be returned via a transfer.  However, the JSAs have not 

conducted an independent valuation of holdings at this stage. 

 

  

http://www.fca.org.uk/publication/supervisory-notices/first-supervisory-svs-securities-plc-2019.pdf
http://www.fca.org.uk/publication/supervisory-notices/first-supervisory-svs-securities-plc-2019.pdf
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5. EXPLANATION OF THE VOTING PROCESS 

5.1 JI explained that two resolutions had been proposed to the meeting: 

(a) Resolution 1: For the acceptance/rejection of the Proposals as circulated; and 

(b) Resolution 2: For the establishment of a creditors' committee. 

6. ANNOUNCEMENT OF RESULTS 

6.1 Resolution 1: the Proposals were passed by both clients and creditors by a substantial 

margin. 

6.2 Resolution 2: clients and creditors resolved to establish a creditors' committee. 

6.3 The nominees for membership of the creditors' committee consulted and made 

recommendations to the JSAs regarding the composition of the creditors' committee.  The 

JSAs advised that the members of the creditors' committee would be announced in due 

course at www.leonardcurtis.co.uk/SVS. 

 

The meeting was closed at approximately 3.00 p.m. by JI as Chairman. 

 

 

http://www.leonardcurtis.co.uk/SVS

