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03. What documents should be put in place when
engaging employees within the financial services
industry?  Are any particular contractual documents
required?
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The hiring of employees in the financial services sector follows the common law regime. Thus, in principle,
the hiring of an employee means the contractualising of the employment relationship. Although it is not in
principle mandatory for the parties to sign an employment contract, but for exceptional cases (part-time
employment contract, fixed-term contract, etc), it is nevertheless recommended to contractualise the
relationship to avoid any future dispute.

It is also common, at the time of hiring, for the employee to commit to a non-compete and confidentiality
obligation concerning his employer, either through clauses in his employment contract or through a
separate agreement. These obligations must be the subject of a signed document and are therefore
generally incorporated into the employment contract. In addition, most companies in the financial services
sector make the hiring of an employee conditional upon that person signing a charter of good conduct or a
policy to prevent and manage conflicts of interest.

The employer is also required to make a pre-employment declaration.

Finally, as stated, for certain positions, the employer must notify the ACPR or the ECB of the hire, and they
must ratify the appointment.

Last updated on 16/04/2024

United Kingdom
Author: Louise Skinner , Thomas Twitchett , Oliver Gregory

As a matter of general UK employment law, employers must give employees written particulars of certain
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terms and conditions of employment. This is known as a “section 1 statement” after section 1 of the
Employment Rights Act 1996, which sets out the mandatory information that employers must give to
employees no later than the first day of their employment. This includes fundamental information such as
the names of the employer and employee; the date of commencement of employment; the rates and timing
of pay; and working hours. Other prescribed particulars (such as information regarding pensions, collective
agreements and training) can be provided to employees in instalments within two months of
commencement of employment. Typically, a written employment contract will contain the relevant
information to satisfy these requirements.

Financial services employers should ensure that, in addition, their employment contracts reinforce the
requirements of SM&CR. This will help the employer manage the employment relationship in a manner
compliant with SM&CR and demonstrate to the relevant regulators the employer’s commitment to
compliance with SM&CR. The employment contract will usually include, therefore, additional provisions
regarding the completion of SM&CR-compliant background checks; confirmation of the employee’s
regulated function (eg, their SMF or certification function); required regulatory standards of conduct;
cooperation with fitness and propriety assessments; and tailored termination events.

In addition, all senior managers must have a statement of responsibility setting out their role and
responsibilities. Certain firms must also allocate certain regulator-prescribed responsibilities (prescribed
responsibilities) among senior managers. It is common to set out a senior manager’s regulatory
responsibilities in their employment contract.

Dual-regulated firms must also ensure that individuals approved to carry out a PRA-designated SMF are
subject to any specific contractual requirements required by the PRA. For example, depending on the type
of firm, a firm may be required to ensure that the relevant individual is contractually required to comply
with certain standards of conduct, such as to act with integrity and with due care and skill (among other
requirements).
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