
 
 

 

CONFLICTS OF INTEREST POLICY 
 

Scope and Purpose 

 

This policy applies to all of S W Mitchell Capital’s (SWMC or the Firm) activities 

and to all staff whether permanent, temporary agency staff, contractors, agents, 

consultants and advisors.  

 

This policy sets out the standards designed to prevent violations of applicable 

conflicts of interest regulations, based on the specific services and activities 

undertaken by the firm.  

 

Policy Statement   

  

FCA Principle of Business 8 states that ‘The firm must manage conflicts of interest 

fairly, both between itself and its customers and between one customer and another 

customer.’ 
 

The FCA rules require firms to take all appropriate steps to identify, prevent and 

manage conflicts of interest, whether actual or potential, which are deemed to arise  

between themselves and their clients and between one client and another and to 

prevent conflicts of interest from adversely affecting the interests of their clients. In 

determining what a conflict of interest is, SWMC will consider whether a benefit is 

reasonable and proportionate.   

 

SWMC is regulated by the Financial Conduct Authority and will therefore seek to 

comply with the FCA’s Rules and Principles of Business (including SYSC 10).   

 

Regulations state that firms must establish, implement and maintain a conflicts of 

interest policy and must keep a record of any circumstances in which a conflict of 

interest may arise or has arisen as a result of the firm’s activities.  

 

This obligation applies to all staff and clients. 

 



SWMC undertakes to have procedures in place to prevent conflicts, although simple 

disclosure can be used in some circumstances. SWMC staff members, when making 

investment decisions, have an obligation as contained in their terms of employment, 

to act in clients’ best interest and put clients’ interests before their own.   

 

Conflicts of Interest and S W Mitchell Capital LLP 

 
SWMC manages discretionary equity portfolios on behalf of its clients, whether as 

segregated mandates or regulated funds. Different portfolios are in some cases 

managed pari passu with other portfolios and SWMC aims to limit any conflicts 

between different mandates and clients.  

 

The following list of potential conflicts of interest is not exhaustive.  However, some 

potential conflicts that may arise are: 

 

1. Where more than one client applies for participation in an Initial Public 

Offering and the full application is not received; 

 

a. Upon receipt of the firm’s allocation of the IPO from the relevant 

broker, the fund manager will assess the amount of allocation received. 

Where an allocation is less than the amount originally applied for, 

accounts will be allocated pro-rata to their original allocation. An 

investment manager may decline an allocation as a result of a pro-rata 

allocation, subject to approval from Compliance in advance. SWMC staff 

are required to comply with the Firm’s IPO and Allocation Policy. 

b. Monitoring: IPO allocations are spot-checked quarterly by Waverton 

Investment Management’s (Waverton) compliance team and any 

deviation from pro-rated allocations will be investigated by the Head of 

Compliance. 

 

2. Conflicts between different clients, particularly in reference to allocation; 

 

a. We perform client take on due diligence in order to ensure there are not 

obvious conflicts between clients. We trade all accounts, irrespective of 

fee levels and excepting restrictions, within a strategy pari passu and 

pro-rate the proceeds of either deals or IPO allocations and therefore 

will treat all clients equally. 

b. Monitoring: Fund managers are subject to periodic reviews of their 

allocations of trades (please see below in 4. b) for more detail). 

 

 

 

 

 



3. Where the fund manager manages both long-only funds as well as funds 

with short positions; 

 
a. Holdings are checked daily to establish if there are long/short positions 

in the same stock. If so, this will be communicated to the appropriate 

Fund Managers and an explanation required. 

b. Monitoring: Positions are checked daily by the Compliance team and 

reported for action to the Fund Manager(s) in question who would be 

required to remedy the issue immediately. 

 

4. Where the same fund manager manages both non-performance fee and 

performance fee-paying accounts; 

 

a. Where a portfolio manager manages accounts on different fee levels, 

they are expected to follow the same standards of diligence, oversight 

and adherence to client best interests rather than favour accounts that 

provide a higher income. Conflicts are controlled by having pro-rated 

allocation procedures in place to ensure fair allocation across all clients. 

b. Monitoring: All performance of pari passu funds is monitored and the 

Fund Manager would be asked to explain discrepancies at their 

quarterly Fund Manager review. Other potential favouring of a higher 

fee account would also be monitored at this meeting. This is overseen 

by the CIO, Stuart Mitchell, and Julian Johnston, Senior Analyst (in the 

case of CIO being the fund manager the review would be carried out by 

Julian Johnston). The Risk Committee also monitors allocation 

procedures.  

 

5. Where employees engage in personal account dealing and the firm has 

clients with an interest that potentially conflicts with such dealing; 

 
a. Please refer to the Personal Account Dealing policy. The policy applies 

to all staff and includes both accounts held at SWMC as well as 

external accounts. The Personal Account Dealing policy prohibits staff 

undertaking transactions on their own account in advance of client 

trades. 
b. Monitoring: All joining staff are asked to read and sign an employee 

undertaking that includes the PA dealing policy. On an annual basis 

employees are asked to confirm that they have indeed complied with 

the policy and applied to the Head of Compliance for every PA deal 

placed. All deals require a PA dealing form to be filled out either 

before or after the deal is placed and as a minimum for the deal to be 

pre-approved by email. 

 

 



6. Where staff may be directors of companies whose shares are held in Clients’ 

portfolios; 

 
a. SWMC retains a register of all external directorships and other 

associations held by staff. This information is requested on joining the 

firm, and annually thereafter. However, staff are required to make such 

disclosure when an external interest arises, or seek prior approval before 

accepting an external interest appointment. Where this may represent a 

conflict of interest, there is additional oversight of that individual’s 

investment activity. External interests which need to be disclosed include:  

- being employed or compensated by another entity, 

- engaging in any other business, include part time, evening or 

weekend employment.  

b. Monitoring: As per the above this is monitored upon joining the firm 

and is confirmed annually through an active statement. This is sent out 

by the Head of Compliance.  

 

7. Where substantial gifts and entertainment (including non-monetary gifts) 

are received that may influence behaviour in a way that conflicts with the 

interests of the clients. 

 

a. All gifts and entertainment given or received over a 12 month period 

which exceed the £100 notification threshold must be cleared by the 

Head of Compliance, in advance wherever possible. 

A register of such gifts and entertainment is maintained and signed off 

on a monthly basis. 

Travel and accommodation expenses for all broker and issuer 

sponsored events will be borne by SWMC. 

Attendance at broker or issuer sponsored events of a nature 

unconnected to investment research, and not attended by the broker or 

issuer of his direct representative, are subject to offering a charitable 

donation by the individual attending the event. Such donations must be 

reported to the Head of Compliance.  

Staff should refer to the Firm’s Anti-Bribery and Corruption Policy.  

b. Monitoring: The gifts and entertainment register is kept up to date by 

the Head of Compliance and signed off monthly. People are asked to 

reconfirm their understanding of the gifts and entertainment policy and 

adherence to such annually.  

 

 

 

 

 

 



8.  Where clients funds are used for the purchase of broker research.  

 

a. Broker commissions are set on a 2 tier basis, one level where research 

is provided and a lower level where trade execution only is provided. 

SWMC has systems and procedures to ensure that clients who trade on 

execution only basis, are prevented from being charged for research 

consumption by SWMC. There are regular meetings between portfolio 

managers to review the broker list, the quality and quantity of research 

consumed and consequently the validity of the payment of research 

costs. SWMC maintains a separate policy to ensure compliance with 

the FCA’s inducement regulations as related to the consumption and 

payment for research.   

b. Program trades are undertaken on either execution only rates or full 

commission rates (subject to specific client agreements) depending on 

the circumstances of each program trade. All other trades are executed 

by the dealers on the basis of which client the trade is being executed 

and the amount of SWMC’s research budget.  Waverton’s dealers have 

ultimate discretion over brokers and commission rates to use in 

accordance with their Best Execution obligations and SWMC’s 

research payment policy. 

c. Where brokers provide additional services or access (even if this is via 

roadshows) SWMC staff are required to establish the capacity in which 

the broker is acting and how the service is being paid for in order to 

determine whether client monies are being used appropriately.     

 

SWMC oversight and controls 
 

SWMC applies rigorous controls to ensure that clients are not disadvantaged by such 

potential conflicts.  These controls include: 

 

 Subject to terms agreed between SWMC and the Client, SWMC shall not 

undertake any transactions on the Client’s behalf in which SWMC has directly 

or indirectly a material interest nor have any relationship with another party 

which may involve a conflict with SWMC’s duty to the Client unless that 

interest or relationship is disclosed in writing to the Client.  Such disclosure is 

usually made by a general disclosure in SWMC’s terms of business. Following 

disclosure, neither SWMC nor any associate shall be liable to account to the 

Client for any profit, commission, remuneration made or received from or by 

reason of such transactions or connected transactions. SWMC shall take 

reasonable steps to ensure fair treatment for the client in relation to such 

transactions. 

 Staff Personal Account Dealing Policy and monitoring by the Compliance 

Officer of all staff deals; 



 Strict allocation policy relating to Initial Public Offerings and monitoring by 

the Compliance Officer; 

 Monitoring of short positions by the Compliance Officer to ensure that there is 

no conflict with long positions held by SWMC; 

 Where appropriate, the existence of “Chinese Walls” to prevent and control 

the exchange of information between relevant persons engaged in activities 

involving a risk of a conflict of interest where the exchange of that information 

may harm the interests of one or more clients; Waverton’s employees are 

restricted in respect of system access depending on the department to which 

they belong. Only appropriate departments and staff have access to SWMC 

data and information as deemed fit for purpose.  

 Registering and monitoring of gifts and entertainment received by staff from 

suppliers and clients; 

 Restrictions on outside directorships and monitoring of all outside holdings. 

 

Conflicts with Third Parties 

 

SWMC outsources all dealing, and certain other functions, to Waverton, with whom 

there is a Service Level Agreement (SLA). SWMC and Waverton both monitor any 

actual, or potential, conflicts which may arise out of the relationship. Regular 

disclosure and reporting of the services conducted by Waverton, as contained in the 

SLA, is undertaken between the two parties in order to identify and prevent conflicts 

occurring.  

     

Profit and Losses as a result of errors between SWMC and its clients 

 

In most cases, in the event of an error the client retains any profit made in accordance 

with Firm procedures. SWMC maintains a Trade Error Policy, in which the policy 

states a material loss incurred by a client is generally reimbursed by SWMC. Where 

the profit from an error cannot be allocated to a client, SWMC will make a decision 

as to where the funds may be directed, including making a payment to charity.  

 

Income earned where a conflict has arisen 

 

SWMC’s ability to retain income from a transaction may also be impacted by the 

rules on conflicts where the income or potential income to be earned (or the loss or 

increase in loss that may be incurred by a client) results from a conflict of interest.  In 

these circumstances, it is possible that SWMC may be considered to have generated 

income or made a profit at the expense of a client.  SWMC considers that by 

managing its conflicts of interest properly, such risks are substantially reduced, if not 

eliminated. 

 

 

 



Remuneration Policy 

 

SWMC is committed to a fair remuneration policy (see SWMC’s Remuneration 

Policy) which reduces the risk of conflicts of interest. 

  

 

Financial transactions 
 

Any financial transaction between SWMC and its clients, vendors or other third 

parties have the potential to represent a conflict of interest. SWMC has procedures in 

place, including Best Execution and Outsourcing policies, that outline how such 

conflicts should identified and mitigated. However, as an overarching requirement, all 

such transactions should be considered to assess whether a conflict exists or could 

potentially exist.    

 

 

Disclosure of Conflicts and Record Keeping 

 

Subject to terms agreed between SWMC and its client, SWMC shall not undertake 

any transactions on a client’s behalf in which SWMC has directly or indirectly a 

material interest with another party which may lead to a conflict of interest, unless 

that conflict is disclosed to the client. Disclosure is usually made at the time of taking 

on a new client and included in the Investment Management Agreement with the 

client. 

 

In the event a conflict arises, disclosure to a client will include: 

 

 Specific description of the conflict 

 Nature and source of conflict 

 Risks that arise out of the conflict 

 Steps taken to mitigate the risks 

 Changes to SWMC’s procedures to prevent future similar conflicts arising 

 

 

SWMC staff are required to report all conflicts, or potential conflicts, of interest to 

Compliance who will review the log on a regular basis.  

 

Related Policies 

 

This policy should be read in conjunction with SWMC’s other policies, including, 

Anti-bribery and Corruption Policy, Order handling, Aggregation and Allocation 

Policy, P A Dealing Policy, Best Execution Policy and Brokers Commission Policy. 

 

 



Responsibility and Oversight 

 

The Partners of the Firm are ultimately responsible for ensuring that the SWMC’s 

activities are undertaken in the best interests of its clients. As such, the Partners are 

responsible for the Firm’s compliance with its Conflicts of Interest policy, although 

have delegated day to day monitoring to the Risk Committee.  

   

Failure to Comply 

 

Failure to comply with this policy will be considered a breach of an employee’s 

contract of employment. The consequences of non-compliance are set out in an 

employee’s contract of employment and may lead to disciplinary action and/or 

dismissal.   

 

 

Reporting and Whistleblowing 

 

All staff must raise concerns with Compliance as soon as possible if there is a reason 

to believe that a conflict of interest has occurred, or may occur in the future, which 

has not already been reported. 

 

 

Summary  

 

SWMC is regulated by the FCA and undertakes to comply with existing regulations 

concerning the handling of Conflicts of Interest. SWMC’s policy applies to all staff.  

 

SWMC will apply both proportionate and reasonableness tests to all conflicts, and 

potential conflicts, in its oversight of compliance with this policy.   
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