Appendix 1.1 PRA 2015/1

PRA RULEBOOK: CRR FIRMS AND NON-AUTHORISED PERSONS: RECOVERY PLAN
INSTRUMENT 2015
Powers exercised

A. The Prudential Regulation Authority (“PRA”) makes this instrument in the exercise of the following
powers and related provisions in the Financial Services and Markets Act 2000 (“the Act”):

(1) section 137G (the PRA'’s general rules);

(2) section 137T (general supplementary powers);

(3) section 192J (rules requiring provision of information by parent undertakings); and
(4) section 192JB (rules requiring parent undertakings to facilitate resolution).

B. The rule-making powers referred to above are specified for the purpose of section 138G(2) (Rule-
making instrument) of the Act.

C. The PRA exercises the following powers in the Act to make those terms in the Glossary that are
used in this instrument in rules applicable to qualifying parent undertakings:

(1) section 192J ((rules requiring provision of information by parent undertakings);
(2) section 192JB (rules requiring parent undertakings to facilitate resolution); and
(3) section 137T (general supplementary powers).

Pre-conditions to making

D. In accordance with section 138J of the Act (Consultation by the PRA), the PRA consulted the
Financial Conduct Authority. In accordance with section 137J of the Act (Rules about recovery
plans: duty to consult), the PRA consulted the Treasury and the Bank of England. After
consulting, the PRA published a draft of proposed rules and had regard to representations made.

PRA Rulebook: CRR Firms and Non-Authorised Persons: Recovery Plan Instrument 2015

E. The PRA makes the rules in Annex A, Annex B and Annex C to this instrument.
F. The Recovery and Resolution Part of the PRA Rulebook is deleted.

Commencement

G. This instrument comes into force on 19 January 2015.

Citation

H. This instrument may be cited as the PRA Rulebook: CRR Firms and Non-Authorised Persons:
Recovery Plan Instrument 2015

By order of the Board of the Prudential Regulation Authority
15 January 2015
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Annex A
PRA RULEBOOK - GLOSSARY
Insert the following new definitions into the Glossary Part of the PRA Rulebook:
BRRD

means Directive 2014/59/EU of the European Parliament and the Council of 15 May 2014
establishing a framework for the recovery and resolution of credit institutions and investment
firms and amending Council Directive 82/891/EEC and Directives 2001/24/EC, 2002/47/EC,
2004/25/EC, 2005/56/EC, 2007/36/EC, 2011/35/EU, 2012/30/EU and 2013/36/EU , and
Regulations (EU) No 1093/2010 and (EU) No 648/2012 of the European Parliament and of
the Council.

BRRD undertaking
means a CRR firm or a qualifying parent undertaking of a CRR firm.
MIFID I

means Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014
on markets in financial instruments and amending Directive 2002/92/EC and Directive
2011/61/EU (recast).

MiFIR

means Regulation (EU) No 600/2014 of the European Parliament and of the Council of 15
May 2014 on markets in financial instruments and amending Regulation (EU) No 648/2012.

qualifying parent undertaking

has the meaning given in section 192B of FSMA.
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Annex B
Amendments to the Interpretation Part of the PRA Rulebook

In this Annex new text is underlined and deleted text is struck through

1 APPLICATIONS AND DEFINITIONS

1.1 Unless otherwise stated, Fthis Part applies to a firm and a qualifying parent undertaking.
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Annex C
In this Annex, the text is all new and is not underlined.

Part

Recovery Plans

PRA 2015/1

Chapter content

APPLICATION AND DEFINITIONS

RECOVERY PLANS

GROUP RECOVERY PLANS

REVIEW OF RECOVERY PLAN AND GROUP RECOVERY PLAN
GOVERNANCE

RECOVERY PLAN AND GROUP RECOVERY PLAN INDICATORS

o g s~ w PR
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1

APPLICATION AND DEFINITIONS

11

1.2

Unless otherwise stated, this Part applies to a BRRD undertaking.
In this Part, the following definitions shall apply:
Article 1(1)(b) entity

means a financial institution that is established in an EEA State when the financial
institution is a subsidiary of a credit institution or investment firm, or of an Article
1(2)(c) entity or an Article 1(1)(d) entity, and is covered by the supervision of the
parent undertaking on a consolidated basis in accordance with Articles 6 to 17 of
CRR.

Article 1(1)(c) entity

means a financial holding company, mixed financial holding company or mixed
activity holding company that is established in an EEA State.

Article 1(1)(d) entity

means a parent financial holding company in an EEA State, an EEA parent financial
holding company, a parent mixed financial holding company in an EEA State or an
EEA parent mixed financial holding company.

competent authority

means a public authority or body officially recognised by national law which is
empowered by national law to supervise institutions as part of the supervisory system
in operation in the EEA State concerned or the European Central Bank with regard to
the specified tasks conferred on it by Article 4 of Council Regulation (EU) No.
1024/2013 conferring specific tasks on the European Central Bank concerning
policies relating to the prudential supervision of credit institutions.

conditions for early intervention

means where an institution infringes or is likely in the near future to infringe the
requirements of the CRR, CRD, MIiFID Il or any of Articles 3to 7, 14 to 17 and 24, 25
and 26 of MiFIR.

EEA consolidating supervisor

means a competent authority responsible for the exercise of supervision on a
consolidated basis of:

(1) an EEA parent institution; or

(2) institutions controlled by an EEA parent financial holding company or an EEA
parent mixed financial holding company.

EEA parent financial holding company

means a parent financial holding company in an EEA State which is not a subsidiary
of an institution authorised in any EEA State or of another financial holding company
or mixed financial holding company set up in any EEA State.
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EEA parent institution

means a parent institution in an EEA State which is not a subsidiary of another
institution authorised in an EEA State or of a financial holding company or mixed
financial holding company set up in any EEA State.

EEA parent mixed financial holding company

means a parent mixed financial holding company in an EEA State which is not a
subsidiary of an institution authorised in any EEA State or of another financial holding
company or mixed financial holding company set up in any EEA State.

EEA parent undertaking

means an EEA parent institution, an EEA parent financial holding company or an
EEA parent mixed financial holding company.

extraordinary public financial support

means State aid, or any other public financial support at supra-national level, which, if
provided for at national level, would constitute State aid, that is provided in order to
preserve or restore the viability, liquidity or solvency of an institution or Article 1(1)(b)
entity, Article 1(1)(c) entity, Article 1(1)(d) entity or of a group of which such an
institution or entity forms part.

group recovery plan

means a group recovery plan drawn up by a BRRD undertaking in accordance with
Chapter 3.

management body

means a BRRD undertaking’s body or bodies, which are appointed in accordance
with national law, which are empowered to set the BRRD undertaking’s strategy,
objectives and overall direction, and which oversee and monitor management
decision-making, and include the persons who effectively direct the business of the
BRRD undertaking.

own funds requirement
means the requirements laid down in Articles 92 to 98 of the CRR.
parent financial holding company in an EEA State

means a financial holding company which is not itself a subsidiary of an institution
authorised in the same EEA State, or of a financial holding company or mixed
financial holding company set up in the same EEA State.

parent mixed financial holding company in an EEA State

means a mixed financial holding company which is not itself a subsidiary of an
institution authorised in the same EEA State, or of a financial holding company or
mixed financial holding company set up in the same EEA State.

parent institution in an EEA State
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13

means an institution authorised in an EEA State which has an institution or financial
institution as a subsidiary or which holds a participation in such an institution or
financial institution, and which is not itself a subsidiary of another institution
authorised in the same EEA State or of a financial holding company or mixed
financial holding company set up in the same EEA State.

parent undertaking

has the meaning given in Article 4(1)(15) of the CRR.
recovery plan

means a recovery plan drawn up by a firm in accordance with 2.
significant branch

means a branch of an institution that would be designated as being significant in
accordance with Article 51(1) of the CRD.

State aid

means any aid granted by an EEA State or through an EEA State’s resources in any
form whatsoever which distorts or threatens to distort competition by favouring certain
undertakings or the production of certain goods, and which affects trade between
EEA States.

Unless otherwise defined, any italicised expression used in this Part and in the CRR has the
same meaning as in the CRR.

RECOVERY PLANS

21

This Chapter applies to a firm that is not part of a group subject to consolidated supervision
pursuant to Articles 111 and 112 of the CRD.

[Note: Art. 5(1) of the BRRD]

2.2

A firm must draw up and maintain a recovery plan providing for measures to be taken by the
firm to restore its financial position following a significant deterioration of its financial situation.

[Note: Art. 5(1) of the BRRD]

2.3

A firm must submit its recovery plan to the PRA.

[Note: Art. 6(1) of the BRRD]

2.4

2.5

A firm must provide its recovery plan to the PRA by online submission through:
1) email; or
(2) the appropriate systems made available to firms.

A recovery plan must not assume any access to or receipt of extraordinary public financial
support.

[Note: Art. 5(3) of the BRRD]
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2.6 A recovery plan must include, where applicable, an analysis of how and when the firm may
apply, in the conditions addressed by the plan, for the use of central bank facilities and must
identify those assets which would be expected to qualify as collateral.

[Note: Art. 5(4) of the BRRD]

2.7 The recovery plan must include the information set out in Section A of the Annex to the
BRRD.

[Note: Art. 5(5) of the BRRD]

2.8 A recovery plan must include possible measures which could be taken by the firm where the
conditions for early intervention are met.

[Note: Art. 5(5) of the BRRD]

2.9 A recovery plan must include appropriate conditions and procedures to ensure the timely
implementation of recovery actions as well as a wide range of recovery options.

[Note: Art. 5(6) of the BRRD]

2.10  Arecovery plan must contemplate a range of scenarios of severe macroeconomic and
financial stress relevant to the firm's specific conditions including system-wide events and
stress specific to individual legal persons and to groups.

[Note: Art. 5(6) of the BRRD]

2.11 A firm must demonstrate to the PRA that the recovery plan meets the requirements set out in
this Chapter and the following criteria:

(1) the implementation of the arrangements proposed in the recovery plan is reasonably
likely to maintain or restore the viability and financial position of the institution or of
the group, taking into account the preparatory measures that the institution has taken
or has planned to take;

(2) the recovery plan and specific options within the recovery plan are reasonably likely
to be implemented quickly and effectively in situations of financial stress and avoiding
to the maximum extent possible any significant adverse effect on the financial
system, including in scenarios which would lead other institutions to implement
recovery plans within the same period.

[Note: Art. 6(1) of the BRRD]

3 GROUP RECOVERY PLANS

3.1 This Chapter applies to a BRRD undertaking which is:

Q) an EEA parent undertaking unless the FCA is the EEA consolidating supervisor of its
group; or
(2) a firm controlled by an EEA parent financial holding company or an EEA parent mixed

financial holding company if:

(a) the EEA parent financial holding company or EEA parent mixed financial
holding company is not incorporated in the UK and does not have a place of
business in the UK; and
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3.2

(b) the PRA is the EEA consolidating supervisor of the firm.

If the EEA consolidating supervisor is the PRA, a BRRD undertaking must draw up a group
recovery plan and submit the group recovery plan to the PRA. If the EEA consolidating
supervisor is not the PRA, a BRRD undertaking that is a qualifying parent undertaking must
make arrangements to ensure that a group recovery plan is drawn up and submitted to the
EEA consolidating supervisor.

[Note: Art. 7(1) of the BRRD]

3.3

The group recovery plan must consist of a recovery plan for the group headed by the EEA
parent undertaking as a whole.

[Note: Art. 7(1) of the BRRD]

3.4

3.5

[Note

3.6

[Note

3.7

[Note

3.8

[Note

3.9

[Note

A BRRD undertaking which is required by 3.2 to submit the group recovery plan to the PRA
must provide its recovery plan to the PRA by online submission through:

1) email; or
(2) the appropriate systems made available to BRRD undertakings.

The group recovery plan must identify measures that may be required to be implemented at
the level of the EEA parent undertaking and each individual subsidiary.

: Art. 7(1) of the BRRD)]

The group recovery plan must aim to achieve the stabilisation of the group as a whole, or any
institution of the group, when it is in a situation of stress so as to address or remove the
causes of the distress and restore the financial position of the group or the institution in
question, at the same time taking into account the financial position of other group entities.

: Art. 7(4) of the BRRD]

The group recovery plan must include arrangements to ensure the coordination and
consistency of measures to be taken at the level of the EEA parent undertaking, at the level of
an Article 1(1)(c) entity or Article 1(1)(d) entity, as well as measures to be taken at the level of
a subsidiary and, where applicable, in accordance with the CRD at the level of a significant
branch.

. Art. 7(4) of the BRRD]

The group recovery plan must include the elements specified in 2.6 — 2.9. The group recovery
plan must include, where applicable, arrangements for intra-group financial support adopted
pursuant to an agreement for intra-group financial support that has been concluded in
accordance with Articles 19 — 26 of the BRRD or Group Financial Support 2 — 8.

. Art. 7(5) of the BRRD]

The group recovery plan must include a range of recovery options setting out actions to
address a range of scenarios of severe macroeconomic and financial stress relevant to the
group’s specific conditions including system-wide events and stress specific to individual legal
persons and to groups.

: Art. 7(6) of the BRRD]
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3.10

For each scenario, the group recovery plan must identify whether there are obstacles to the
implementation of recovery measures within the group, including at the level of individual
entities covered by the plan, and whether there are substantial practical or legal impediments
to the prompt transfer of own funds or the repayment of liabilities or assets within the group.

[Note: Art. 7(6) of the BRRD]

3.11

A BRRD undertaking that is a firm must demonstrate to the PRA that the group recovery plan
meets the requirements set out in this Chapter and the following criteria:

(2) the implementation of the arrangements proposed in the group recovery plan is
reasonably likely to maintain or restore the viability and financial position of the group
or of an individual subsidiary in the group, taking into account the preparatory
measures that the individual subsidiary has taken or has planned to take; and

(2) the group recovery plan and specific options within the group recovery plan are
reasonably likely to be implemented quickly and effectively in situations of financial
stress and avoiding to the maximum extent possible any significant adverse effect on
the financial system, including in scenarios which would lead other institutions to
implement group recovery plans within the same period.

[Note: Art. 6(1) of the BRRD]

3.12

A BRRD undertaking that is a qualifying parent undertaking must make arrangements to
ensure it is demonstrated to the EEA consolidating supervisor that the group recovery plan
meets the requirements set out in this Chapter and the following criteria:

() the implementation of the arrangements proposed in the group recovery plan is
reasonably likely to maintain or restore the viability and financial position of the group
or of an individual subsidiary in the group, taking into account the preparatory
measures that the individual subsidiary has taken or has planned to take; and

(2) the group recovery plan and specific options within the group recovery plan are
reasonably likely to be implemented quickly and effectively in situations of financial
stress and avoiding to the maximum extent possible any significant adverse effect on
the financial system, including in scenarios which would lead other institutions to
implement group recovery plans within the same period.

[Note: Art. 6(1) of the BRRD]

4

REVIEW OF RECOVERY PLAN AND GROUP RECOVERY PLAN

4.1

4.2

This Chapter applies to a BRRD undertaking which is required to draw up a recovery plan or
group recovery plan under 2 or 3.

A BRRD undertaking that is a firm must:
1) review its recovery plan or group recovery plan at least once a year; and

(2) keep its recovery plan or group recovery plan up to date, which includes ensuring that
it is updated to reflect any change to the legal or organisational structure of the firm or group,
its business or its financial situation, which could have a material effect on, or necessitates a
change to, the recovery plan or group recovery plan.

[Note: Art. 5(2) of the BRRD]
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4.3

A BRRD undertaking that is a qualifying parent undertaking must make arrangements to
ensure that:

(1) its group recovery plan is reviewed at least once a year; and

(2) its group recovery plan is kept up to date, which includes ensuring that it is updated to
reflect any change to the legal or organisational structure of the group, its business or
its financial situation, which could have a material effect on, or necessitates a change
to, the group recovery plan.

[Note: Art. 5(2) of the BRRD]

4.4

4.5

A firm must notify the PRA of any material changes made to its recovery plan promptly and, in
any event, within one month of making any such change.

A BRRD undertaking which is required by 3.2 to submit a group recovery plan to the PRA
must notify the PRA of any material changes made to its group recovery plan promptly and, in
any event, within one month of making any such change.

GOVERNANCE ARRANGEMENTS

51

5.2

5.3

This Chapter applies to a BRRD undertaking which is required to draw up a recovery plan or
a group recovery plan under 2 or 3.

A firm which is required to draw up a recovery plan must, taking into account the nature, scale
and complexity of its business, establish and maintain appropriate internal processes
regarding the governance of its recovery plan and must:

1) ensure that its management body oversees, assesses and approves the recovery
plan before the firm submits the recovery plan to the PRA,;

(2) ensure that its audit committee periodically reviews the recovery plan; and

3) nominate an executive director who is a member of the firm’s management body to
have responsibility for the recovery plan and for overseeing the internal processes
regarding its governance.

A BRRD undertaking which is required to draw up a group recovery plan must, taking into
account the nature, scale and complexity of its business and the business of other members
of its group, establish and maintain appropriate internal processes regarding the governance
of the group recovery plan and must:

(D) ensure that its management body oversees, assesses and approves the group
recovery plan before the BRRD undertaking submits the group recovery plan to the
EEA consolidating supervisor;

(2) ensure that its audit committee periodically reviews the group recovery plan; and

3) nominate an executive director who is a member of the BRRD undertaking’s
management body to have responsibility for the group recovery plan and for
overseeing the internal processes regarding its governance.

[Note: Art. 5(9) and 7(7) of the BRRD]
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6 RECOVERY PLAN AND GROUP RECOVERY PLAN INDICATORS

6.1 This Chapter applies to a BRRD undertaking which is required to draw up a recovery plan or
group recovery plan under 2 or 3.

6.2 A recovery plan and a group recovery plan must include a framework of indicators established
by the BRRD undertaking which identifies the points at which appropriate actions referred to
in the recovery plan or group recovery plan may be taken.

[Note: Art. 9(1) of the BRRD]

6.3 The indicators may be of a qualitative or quantitative nature relating to the firm’'s or the
group’s financial position and must be capable of being monitored easily.

[Note: Art. 9(1) of the BRRD]

6.4 A BRRD undertaking must have in place appropriate arrangements for the regular monitoring
of the indicators.

[Note: Art. 9(1) of the BRRD]

6.5 A firm must notify the PRA without delay if it decides to take action under its recovery plan or
group recovery plan or if it decides to refrain from taking action.

[Note: Art. 9(1) of the BRRD]
6.6 A BRRD undertaking that is a qualifying parent undertaking must:

(D) notify the PRA without delay if it (or any member of its group) decides to take action
under the group recovery plan or to refrain from taking action and the PRA is the EEA
consolidating supervisor; and

(2) make arrangements to ensure the EEA consolidating supervisor is notified without
delay if it (or any member of its group) decides to take action under the group

recovery plan or to refrain from taking action and the PRA is not the EEA
consolidating supervisor.
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PRA RULEBOOK: CRR FIRMS AND NON-AUTHORISED PERSONS: RESOLUTION PACK
INSTRUMENT 2015
Powers exercised

A. The Prudential Regulation Authority (“PRA") makes this instrument in the exercise of the following
powers and related provisions in the Financial Services and Markets Act 2000 (“the Act”):

(1) section 137G (the PRA'’s general rules);

(2) section 137T (general supplementary powers); and

(3) section 192J (rules requiring provision of information by parent undertakings); and
(4) section 192JB (rules requiring parent undertakings to facilitate resolution).

B. The rule-making powers referred to above are specified for the purpose of section 138G(2) (Rule-
making instrument) of the Act.

C. The PRA exercises the following powers in the Act to make those terms in the Glossary that are
used in this instrument in rules applicable to qualifying parent undertakings:

(1) section 192J ((rules requiring provision of information by parent undertakings);
(2) section 192JB (rules requiring parent undertakings to facilitate resolution); and
(3) section 137T (general supplementary powers).

Pre-conditions to making

D. In accordance with section 138J of the Act (Consultation by the PRA), the PRA consulted the
Financial Conduct Authority. In accordance with section 137K of the Act (PRA rules about
resolution plans: duty to consult), the PRA consulted the Treasury and the Bank of England. After
consulting, the PRA published a draft of proposed rules and had regard to representations made.

PRA Rulebook: CRR Firms and Non-Authorised Persons: Resolution Pack Instrument 2015

E. The PRA makes the rules in the Annex to this instrument.

Commencement

F. This instrument comes into force on 19 January 2015.

Citation
G. This instrument may be cited as the PRA Rulebook: CRR Firms and Non-Authorised Persons:
Resolution Pack Instrument 2015

By order of the Board of the Prudential Regulation Authority
15 January 2015
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Annex
In this Annex, the text is all new and is not underlined.

Part

RESOLUTION PACK

PRA 2015/2

Chapter content

1. APPLICATION AND DEFINITIONS

2. RESOLUTION PACK

3. GROUP RESOLUTION PACK

4. REVIEW OF RESOLUTION PACK AND GROUP RESOLUTION PACK
5. GOVERNANCE ARRANGEMENTS



Appendix 1.2 PRA 2015/2

1 APPLICATION AND DEFINITIONS

1.1 Unless otherwise stated, this Part applies to a BRRD undertaking.
1.2 In this Part, the following definitions shall apply:
competent authority

means a public authority or body officially recognised by national law which is
empowered by national law to supervise institutions as part of the supervisory system
in operation in the EEA State concerned or the European Central Bank with regard to
the specific tasks conferred on it by Article 4 of Council Regulation (EU) No.
1024/2013 conferring specific tasks on the European Central Bank concerning
policies relating to the prudential supervision of credit institutions.

EEA consolidating supervisor

means a competent authority responsible under the CRD for the exercise of
supervision on a consolidated basis of:

(1) an EEA parent institution; or

(2) institutions controlled by an EEA parent financial holding company or an EEA
parent mixed financial holding company.

EEA parent financial holding company

means a parent financial holding company in an EEA State which is not a subsidiary
of an institution authorised in any EEA State or of another financial holding company
or mixed financial holding company set up in any EEA State.

EEA parent institution

means a parent institution in an EEA State which is not a subsidiary of another
institution authorised in an EEA State or of a financial holding company or mixed
financial holding company set up in any EEA State.

EEA parent mixed financial holding company

means a parent mixed financial holding company in an EEA State which is not a
subsidiary off an institution authorised in any EEA State or of another financial
holding company or mixed financial holding company set up in any EEA State.

EEA parent undertaking

means an EEA parent institution, an EEA parent financial holding company or an
EEA parent mixed financial holding company.

group-level resolution authority

means the resolution authority in the EEA State in which the EEA consolidating
supervisor is situated.

group resolution pack
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means a document containing the information necessary to draw up and implement a
group resolution plan.

group resolution plan

means a plan for the resolution of a group drawn up in accordance with Articles 12
and 13 of the BRRD.

parent financial holding company in an EEA State

means a financial holding company which is not itself a subsidiary of an institution
authorised in the same EEA State, or of a financial holding company or mixed
financial holding company set up in the same EEA State.

parent mixed financial holding company in an EEA State

means a mixed financial holding company which is not itself a subsidiary of an
institution authorised in the same EEA State, or of a financial holding company or
mixed financial holding company set up in the same EEA State.

parent institution in an EEA State

means an institution authorised in an EEA State which has an institution or financial
institution as subsidiary or which holds a participation in such an institution or financial
institution, and which is not itself a subsidiary of another institution authorised in the
same EEA State or of a financial holding company or mixed financial holding
company set up in the same EEA State.

resolution authority

means an authority designated by an EEA State in accordance with Article 3 of the
BRRD.

resolution pack

means a document containing the information necessary to draw up and implement a
resolution plan.

resolution plan

means a resolution plan for a firm drawn up by the Bank of England in accordance
with Article 37 of The Bank Recovery and Resolution (No. 2) Order 2014.

Unless otherwise defined, any italicised expression used in this Part and in the CRR has the
same meaning as in the CRR.

RESOLUTION PACK

21

2.2

This Chapter:

() applies to every firm which is not required to prepare, maintain and submit a group
resolution pack under 3; but

(2) does not apply to a firm that is a member of a group for which a group resolution pack
has been submitted to the PRA under 3.

In this Chapter:
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2.3

2.4

2.5

2.6

2.7

Q) references to the taking of action include the taking of action by:
(@) a firm;
(b) any other person in the same group as a firm; and
(c) a partnership of which a firm is a member;
2) references to the business of a firm include references to the business of:
€) any other person in the same group as the firm; and
(b) a partnership of which the firm is a member.

A firm must prepare and maintain a resolution pack.

A firm must provide its resolution pack to the PRA by online submission through:
(&N email; or

(2) the appropriate systems made available to firms.

A resolution pack must contain sufficient information and analysis to facilitate the planning for
or taking of action in the event of:

(&8 circumstances arising in which it is likely that the business (or any part of the
business) of the firm will fail; or

(2) the failure of the business (or any part of the business) of the firm.

In 2.5, references to the planning for or taking of action include the planning or taking of
action by The Treasury or the Bank of England in relation to the possible exercise of any of
their powers under the Banking Act 2009.

A resolution pack must take into account the wider business of the group of which the firm is a
member.

GROUP RESOLUTION PACK

3.1

3.2

This Chapter applies to a BRRD undertaking which is:

(1) an EEA parent undertaking unless the FCA is the EEA consolidating supervisor of its
group; or
(2 a firm controlled by an EEA parent financial holding company or an EEA parent mixed

financial holding company if:

(a) the holding company is not incorporated in the UK and does not have a place of
business in the UK; and

(b) the PRA is the EEA consolidating supervisor of the firm.
In this Chapter:
(1) references to the taking of action include the taking of action by:

(a) a BRRD undertaking;
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3.3

3.4

3.5

3.6

3.7

3.8

(b) any other person in the same group as a BRRD undertaking; and
(c) a partnership of which a BRRD undertaking is a member;
2) references to the business of a BRRD undertaking include references to the business
of:
(a) any other person in the same group as the BRRD undertaking; and

(b) a partnership of which the BRRD undertaking is a member.
A BRRD undertaking must prepare and maintain a group resolution pack.

A BRRD undertaking must submit its group resolution pack to the PRA if the PRA is the EEA
consolidating supervisor and, in any other case, to the group-level resolution authority.

A BRRD undertaking required by 3.4 to submit its group resolution pack to the PRA must
provide the group resolution pack to the PRA by online submission through:

Q) email; or
(2) the appropriate systems made available to BRRD undertakings.

A group resolution pack must contain sufficient information and analysis to facilitate the
planning for or taking of action in the event of:

Q) circumstances arising in which it is likely that the business (or any part of the
business) of the BRRD undertaking or any other member of its group will fail; or

(2) the failure of the business (or any part of the business) of the BRRD undertaking or
any other member of its group.

In 3.6, references to the planning for or taking of action include the planning or taking of
action by The Treasury or the Bank of England in relation to the possible exercise of any of
their powers under the Banking Act 2009 in respect of any member of the group.

The group resolution pack must contain information concerning:
(&N the BRRD undertaking; and

(2) each of the other members of its group.

[Note: Art. 13(1) of the BRRD]

4 REVIEW OF RESOLUTION PACK AND GROUP RESOLUTION PACK
4.1 A firm required to prepare, maintain and submit to the PRA a resolution pack under 2 must:
Q) keep the resolution pack up to date, which includes ensuring that the resolution pack
is updated to reflect any material developments in the firm’s business; and
(2 notify the PRA of any material changes made to the resolution pack promptly and, in
any event, within one month of making any such change.
4.2 A BRRD undertaking required to prepare, maintain and submit a group resolution pack under

3 must keep the group resolution pack up to date, which includes ensuring that the group
resolution pack is updated to reflect any material developments in its business and the
business of other member of its group.
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4.3

A BRRD undertaking required to prepare, maintain and submit to the PRA a group resolution
pack under 3 must notify the PRA of any material changes made to the group resolution pack
promptly and, in any event, within one month of making any such change.

GOVERNANCE ARRANGEMENTS

5.1

5.2

A firm required to prepare, maintain and submit to the PRA a resolution pack under 2 must:

1)

(2)

(3)
(4)

taking into account the nature, scale and complexity of its business, establish and
maintain appropriate internal processes regarding the governance of its resolution pack;

ensure that its governing body is responsible for assessing, approving and overseeing
the firm’s arrangements in place to produce the firm’s resolution pack;

ensure that its audit committee periodically reviews these arrangements; and

nominate an executive director who is a member of the firm’s governing body to have
responsibility for the resolution pack and for overseeing the internal processes regarding
its governance.

A BRRD undertaking required to prepare, maintain and submit a group resolution pack under
3 must:

(1)

(@)

®)
(4)

taking into account the nature, scale and complexity of its business and the business of
other members of its group, establish and maintain appropriate internal processes
regarding the governance of its group resolution pack;

ensure that its governing body is responsible for assessing, approving and overseeing the
arrangements in place to produce the group resolution pack;

ensure that its audit committee periodically reviews these arrangements; and

nominate an executive director who is a member of its governing body to have
responsibility for the group resolution pack and for overseeing the internal processes
regarding its governance.
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PRA RULEBOOK: CRR FIRMS AND NON-AUTHORISED PERSONS: GROUP FINANCIAL
SUPPORT INSTRUMENT 2015
Powers exercised

A. The Prudential Regulation Authority (“PRA”) makes this instrument in the exercise of the following
powers and related provisions in the Financial Services and Markets Act 2000 (“the Act”):

(1) section 137G (the PRA’s general rules);

(2) section 137T (general supplementary powers);

(3) section 192J (rules requiring provision of information by parent undertakings); and
(4) section 192JB (rules requiring parent undertakings to facilitate resolution).

B. The PRA exercises the following powers in the Act to make those terms in the Glossary that are
used in this instrument in rules applicable to qualifying parent undertakings:

(1) section 192J (rules requiring provision of information by parent undertakings);
(2) section 192JB (rules requiring parent undertakings to facilitate resolution); and
(3) section 137T (general supplementary powers).

C. The rule-making powers referred to above are specified for the purpose of section 138G(2) (Rule-
making instrument) of the Act.

Pre-conditions to making

D. In accordance with section 138J of the Act (Consultation by the PRA), the PRA consulted the
Financial Conduct Authority. After consulting, the PRA published a draft of proposed rules and
had regard to representations made.

PRA Rulebook: CRR Firms and Non-Authorised Persons: Group Financial Support Instrument
2015

E. The PRA makes the rules in Annex A to this instrument.

Commencement

F. This instrument comes into force on 19 January 2015.

Citation
G. This instrument may be cited as the PRA Rulebook: CRR Firms and Non-Authorised Persons:
Group Financial Support Instrument 2015.

By order of the Board of the Prudential Regulation Authority
15 January 2015
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Annex A
In this Annex, the text is all new and is not underlined.

Part

GROUP FINANCIAL SUPPORT

Chapter content

APPLICATION AND DEFINITIONS

GROUP FINANCIAL SUPPORT AGREEMENT

SUBMISSION OF GROUP FINANCIAL SUPPORT AGREEMENT
CONDITIONS FOR GROUP FINANCIAL SUPPORT

DECISION TO PROVIDE OR ACCEPT GROUP FINANCIAL SUPPORT
NOTIFICATION OF PROPOSED GROUP FINANCIAL SUPPORT
PROVISION AND NOTIFICATION OF GROUP FINANCIAL SUPPORT
DISCLOSURE

© N o g~ w DN R

Links



Appendix 1.3 PRA 2015/3

1 APPLICATION AND DEFINITIONS

1.1 Unless otherwise stated, this Part applies to a BRRD undertaking which is a CRR firm, a
financial holding company, a mixed financial holding company or a mixed activity holding
company.

1.2 This Part does not apply in relation to:

Q) financial arrangements, other than group financial support agreements,
including funding arrangements and the operation of centralised funding
arrangements, provided that no institution that is party to such arrangements
meets the conditions for early intervention; and

(2) financial support provided by a BRRD undertaking to a member of its group
that experiences financial difficulties if the BRRD undertaking decides to do
S0 on a case-by-case basis and according to group policies if it does not
represent a risk for the group.

[Note: Art. 19(2) and (3) of the BRRD]

1.3

In this Part, the following definitions shall apply:
competent authority

means a public authority or body officially recognised by national law which is
empowered by national law to supervise institutions as part of the supervisory system
in operation in the EEA State concerned or the European Central Bank with regard to
the specific tasks conferred on it by Article 4 of Council Regulation (EU) No.
1024/2013 conferring specific tasks on the European Central Bank concerning
policies relating to the prudential supervision of credit institutions.

conditions for early intervention

means circumstances in which an institution infringes or is likely in the near future to
infringe the requirements of the CRR, the CRD, MiFID Il or any of Articles 3 - 7, 14 -
17 and 24, - 26 of MiFIR.

EEA consolidating supervisor

means a competent authority responsible under the CRD for the exercise of
supervision on a consolidated basis of:

(1) an EEA parent institution; or

(2) institutions controlled by an EEA parent financial holding company or an EEA
parent mixed financial holding company.

EEA parent financial holding company

means a parent financial holding company in an EEA State which is not a subsidiary
of an institution authorised in any EEA State or of another financial holding company
or mixed financial holding company set up in any EEA State.

EEA parent institution
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means a parent institution in an EEA State which is not a subsidiary of another
institution authorised in an EEA State or of a financial holding company or mixed
financial holding company set up in any EEA State.

EEA parent mixed financial holding company

means a parent mixed financial holding company in an EEA State which is not a
subsidiary of an institution authorised in any EEA State or of another financial holding
company or mixed financial holding company set up in any EEA State.

EEA parent undertaking

means an EEA parent institution, an EEA parent financial holding company or an
EEA parent mixed financial holding company.

group

means a parent undertaking and its subsidiaries.
group financial support agreement

means an agreement between:

(1) a parent institution in an EEA State, an EEA parent institution or a qualifying
parent undertaking, a financial holding company, mixed financial holding
company or mixed-activity holding company established in an EEA State; and

(2) a subsidiary of an entity referred to in (1) set up in a different EEA State to
that of the entity referred in (1) or in a third country and that is an institution or
a financial institution covered by the consolidated supervision of the entity
referred to in (1),

to provide financial support to a party that is an institution at a time when that institution meets
the conditions for early intervention.

management body

means a BRRD undertaking’s body or bodies, which are appointed in accordance
with national law, which are empowered to set the BRRD undertaking'’s strategy,
objectives and overall direction, and which oversee and monitor management
decision-making, and include the persons who effectively direct the business of the
BRRD undertaking.

own funds requirement
means the requirements laid down in Articles 92 - 98 of the CRR.
parent institution in an EEA State

means an institution authorised in an EEA State which has an institution or financial
institution as subsidiary or which holds a participation in such an institution or financial
institution, and which is not itself a subsidiary of another institution authorised in the
same EEA State or of a financial holding company or mixed financial holding
company set up in the same EEA State.

parent financial holding company in an EEA State
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means a financial holding company which is not itself a subsidiary of an institution
authorised in the same EEA State, or of a financial holding company or mixed
financial holding company set up in the same EEA State.

parent mixed financial holding company in an EEA State

means a mixed financial holding company which is not itself a subsidiary of an
institution authorised in the same EEA State, or of a financial holding company or
mixed financial holding company set up in the same EEA State.

14 Unless otherwise defined, any italicised expression used in this Part and in the CRR has the
same meaning as in the CRR.

2 GROUP FINANCIAL SUPPORT AGREEMENT

2.1 A BRRD undertaking must not enter into a group financial support agreement unless the

following conditions are satisfied:

Q) the group financial support agreement specifies the principles for the calculation of
the consideration for any transaction made under it, which:

@) need not take into account any anticipated temporary impact on market prices
arising from events external to the group;

(b) may take into account information unavailable to the market in the possession
of the party providing financial support based on it being in the same group as
the party receiving financial support; and

(c) must require that the consideration is set at the time of the provision of
financial support;

(2) each party acts freely in entering into the group financial support agreement;

3) in entering into the group financial support agreement and in determining the
consideration for the provision of financial support, each party acts in its own best
interests which may take account of any direct or any indirect benefit that may accrue
to a party as a result of the provision of the financial support;

(4) each party providing financial support has full disclosure of relevant information from
any party receiving financial support prior to determination of the consideration for the
provision of financial support and prior to any decision to provide financial support;

[Note: Art. 19(7) of the BRRD]

(5) any right, claim or action arising from the group financial support agreement may be
exercised only by the parties to the agreement; and

[Note: Art. 19(9) of the BRRD]

(6) the terms of the group financial support agreement are consistent with the conditions
for the provision of financial support in 4.1.

[Note: Art. 20(3) of the BRRD]
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2.2

A BRRD undertaking must not enter into a proposed group financial support agreement if;
Q) the EEA consolidating supervisor has not granted permission to do so; or

(2) at the time the proposed agreement is made, a competent authority has decided that
a party to the agreement that is an institution meets the conditions for early
intervention.

[Note: Art. 19(8) and Art. 20(3) of the BRRD]

SUBMISSION OF GROUP FINANCIAL SUPPORT AGREEMENT

3.1

3.2

3.3

This Chapter applies to a BRRD undertaking which is an EEA parent undertaking, unless the
FCA is the EEA consolidating supervisor of its group.

If a BRRD undertaking or any member of its group intends to enter into a group financial
support agreement, or amend a group financial support agreement previously authorised by
an EEA consolidating supervisor, the BRRD undertaking must submit to the EEA
consolidating supervisor an application for authorisation of the proposed agreement or
amendment.

The application referred to in 3.2 must contain the text of the proposed group financial support
agreement and identify any other persons in the same group as the BRRD undertaking that
propose to be parties to the proposed agreement.

[Note: Art. 20(1) of the BRRD]

4

CONDITIONS FOR GROUP FINANCIAL SUPPORT

4.1

A BRRD undertaking must not provide financial support in accordance with a group financial
support agreement unless the following conditions are met:

D there is a reasonable prospect that the financial support provided significantly
redresses the financial difficulties of the group member receiving the support;

(2) the provision of financial support has the objective of preserving or restoring the
financial stability of the group as a whole or any of the members of the group and is in
the interests of the BRRD undertaking providing the support;

3) the financial support is provided on terms, including consideration, in accordance with
2
(4) there is a reasonable prospect, on the basis of the information available to the

management body of the BRRD undertaking providing financial support at the time
when the decision to grant financial support is taken, that the consideration for the
financial support will be paid and, in particular:

(a) if the financial support is given in the form of a loan, the loan will be repaid by
the group entity receiving the support; and

(b) if the financial support is given in the form of a guarantee or any form of
security, the liability of the group entity receiving the support that arises in the

6
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event that the guarantee is called upon or the security is enforced, will be
paid.

(5) the provision of the financial support would not jeopardise the liquidity or solvency of
the BRRD undertaking providing the financial support;

(6) the provision of the financial support would not create a threat to financial stability, in
particular in the UK;

(7 where a firm provides the financial support, it complies at the time the financial
support is provided, with the requirements of the CRD relating to capital or liquidity
and any requirements imposed pursuant to Article 104(2) of the CRD and the
provision of the financial support does not cause the firm to infringe those
requirements;

(8) where a firm provides the financial support, it complies at the time when the financial
support is provided, with the requirements relating to large exposures laid down in the
CRR and in the Large Exposures Part, and the provision of the financial support must
not cause the firm to infringe those requirements; and

(9) the provision of the financial support would not undermine the resolvability of the
BRRD undertaking providing the financial support.

[Note: Art. 23 of the BRRD]

5 DECISION TO PROVIDE OR ACCEPT GROUP FINANCIAL SUPPORT

5.1 A BRRD undertaking that intends to provide financial support in accordance with a group
financial support agreement must ensure that the decision to provide financial support is
taken by its management body.

5.2 The decision must be reasoned and indicate the objective of the proposed financial support;
in particular, the decision must indicate how the provision of the financial support complies
with the conditions in 4.1.

5.3 A firm that intends to accept financial support in accordance with a group financial support

agreement must ensure that the decision to accept financial support is taken by its
management body.

[Note: Art. 24 of the BRRD]

NOTIFICATION OF PROPOSED GROUP FINANCIAL SUPPORT

6.1

A BRRD undertaking that intends to provide financial support in accordance with a group
financial support agreement must ensure that its management body notifies:

(1)  the PRA;

(2) where different from the authorities in (1) and (3), where applicable, the EEA
consolidating supervisor;



Appendix 1.3 PRA 2015/3

3) where different from the authorities in (1) and (2), the competent authority of the
group member receiving the financial support; and

4) the EBA,
before it provides that financial support.

6.2 The notification must include the reasoned decision of the management body and details of
the proposed financial support including a copy of the group financial support agreement.

[Note: Art. 25(1) of the BRRD]

7 PROVISION AND NOTIFICATION OF GROUP FINANCIAL SUPPORT

7.1 A BRRD undertaking may only provide financial support in accordance with a group financial
support agreement if:

D the PRA has not, within five business days from the date of receipt by the PRA of the
complete natification in 6.1, prohibited the provision of the financial support;

(2) the PRA has agreed to the provision of the proposed financial support; or
3) the PRA has agreed to the provision of financial support subject to restrictions.

7.2 Where the PRA has agreed to the provision of financial support subject to restrictions, a
BRRD undertaking may only provide financial support in accordance with those restrictions.

[Note: Art. 25(5) of the BRRD]

7.3 Where the management body of a BRRD undertaking decides to provide the financial
support, that BRRD undertaking must notify:

1) the PRA;

(2) where different from the authorities in (1) and (3), where applicable, the EEA
consolidating supervisor;

3) where different from (1) and (2), the competent authority of the group member
receiving the financial support; and

(4)  the EBA.

[Note: Art. 25(6) of the BRRD]

8 DISCLOSURE

8.1 A BRRD undertaking must, in accordance with the general principles set out in Articles 431 -
434 of the CRR, disclose:

Q) whether or not it has entered into a group financial support agreement;

(2) a description of the general terms of any such agreement; and
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3) the names of the group members that are party to the agreement.

8.2 A BRRD undertaking must update the information disclosed at least annually.

[Note: Art. 26(1) of the BRRD]
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PRA RULEBOOK: NOTIFICATIONS (BANK RECOVERY AND RESOLUTION DIRECTIVE)
INSTRUMENT 2015
Powers exercised

A. The Prudential Regulation Authority (“PRA”) makes this instrument in the exercise of the following
powers and related provisions in the Financial Services and Markets Act 2000 (“the Act”):

(1) section 137G (the PRA’s general rules);
(2) section 137T (General supplementary powers); and
(3) section 192J (rules requiring provision of information by parent undertakings).

B. The PRA exercises the following powers in the Act to make those terms in the Glossary that are
used in this instrument in rules applicable to qualifying parent undertakings:

(1) section 192J (rules requiring provision of information by parent undertakings);
(2) section 192JB (rules requiring parent undertakings to facilitate resolution); and
(3) section 137T (general supplementary powers).

C. The rule-making powers referred to above are specified for the purpose of section 138G(2) (Rule-
making instruments) of the Act.

Pre-conditions to making

D. In accordance with section 138J of the Act (Consultation by the PRA), the PRA consulted the
Financial Conduct Authority. After consulting, the PRA published a draft of proposed rules and
directions and had regard to representations made.

Amendments

E. The Notifications Part of the PRA Rulebook is amended in accordance with the Annex to this
instrument.

Commencement

F. This instrument comes into force on 19 January 2015.

Citation
G. This instrument may be cited as the PRA Rulebook: Notifications (Bank Recovery and Resolution
Directive) Instrument 2015.

By order of the Board of the Prudential Regulation Authority
15 January 2015
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Annex
Amendments to the Notifications Part of the PRA Rulebook
In this Annex new text is underlined and deleted text is struck through.

Insert the following new definitions in the appropriate alphabetical position in Notifications
1.2

extraordinary public financial support

means State aid, or any other public financial support at supra-national level, which, if
provided for at national level, would constitute State aid, that is provided in order to
preserve or restore the viability, liquidity or solvency of a BRRD undertaking or of a
group of which a BRRD undertaking forms part.

BRRD management body

means a BRRD undertaking’s body or bodies, which are appointed in accordance
with national law, which are empowered to set the BRRD undertaking’s strategy,
objectives and overall direction, and which oversee and monitor management
decision-making, and include the persons who effectively direct the business of the
BRRD undertaking.

financial holding company

has the meaning set out at point 20 of Article 4(1) of the CRR.

mixed financial holding company

has the meaning set out at point 21 of Article 4(1) of the CRR.

mixed-activity holding company

has the meaning set out at point 22 of Article 4(1) of the CRR.

own funds

has the meaning set out at point (118) of Article 4(1) of the CRR.

State aid

means any aid granted by an EEA State or through an EEA State’s resources in any
form whatsoever which distorts or threatens to distort competition by favouring certain
undertakings or the production of certain goods and which affects trade between EEA
States.

Make the following amendments to the Notifications Part of the PRA Rulebook:

1 APPLICATIONS AND DEFINITIONS

1.1 Unless otherwise stated, this Part applies to every firm and Chapter 8 applies only to a BRRD
undertaking.
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13

This Part applies to incoming firms without a top-up permission as follows:

(9) 6-9 6, 7 and 9 apply in full.

SPECIFIC NOTIFICATIONS

8.0

This Chapter applies to a BRRD undertaking.

8.1

8.2

A CRR firm must report to the PRA immediately any case in which its counterparty in a
repurchase transaction or securities or commodities lending or borrowing transaction defaults
on its obligations.

A BRRD undertaking, which is a CRR firm, a financial holding company, a mixed financial

8.3

holding company or a mixed activity holding company must notify the PRA immediately if its
BRRD management body considers that:

(1) the assets of the BRRD undertaking are or there are objective elements to support a

determination that the assets of the BRRD undertaking will, in the near future, be less
than its liabilities;

(2) the BRRD undertaking is or there are objective elements to support a determination

that the BRRD undertaking will, in the near future, be unable to pay its debts or other
liabilities as they fall due; or

(3) extraordinary public financial support is required for the BRRD undertaking or the

group of which the BRRD undertaking forms patrt.

A BRRD undertaking, which is a CRR firm, must notify the PRA immediately if its

8.4

management body considers that the firm is failing or there are objective elements to support
a determination that the firm will, in the near future, fail to satisfy one or more of the threshold
conditions, including as a result of the firm having incurred or being likely to incur losses that
will deplete all or a significant amount of its own funds.

[Note: Art. 81(1) of the BRRD]

A notification required from a BRRD undertaking under 8.2 or 8.3 must be delivered to the

PRA by the method of electronic mail to an address for the usual supervisory contact at the
PRA for the BRRD undertaking or its group.
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PRA RULEBOOK: CRR FIRMS AND NON-AUTHORISED PERSONS: CONTRACTUAL
RECOGNITION OF BAIL-IN INSTRUMENT 2015

Powers exercised

A. The Prudential Regulation Authority (“PRA”) makes this instrument in the exercise of the following
powers and related provisions in the Financial Services and Markets Act 2000 (“the Act”):

(1) section 137G (the PRA’s general rules);
(2) section 137T (general supplementary powers); and
(3) section 192JB (rules requiring parent undertakings to facilitate resolution).

B. The PRA exercises the following powers in the Act to make those terms in the Glossary that are
used in this instrument in rules applicable to qualifying parent undertakings:

(1) section 192JB (rules requiring parent undertakings to facilitate resolution); and
(2) section 137T (general supplementary powers).

C. The rule-making powers referred to above are specified for the purpose of section 138G(2) (Rule-
making instrument) of the Act.

Pre-conditions to making

D. In accordance with section 138J of the Act (Consultation by the PRA), the PRA consulted the
Financial Conduct Authority. After consulting, the PRA published a draft of proposed rules and
had regard to representations made.

PRA Rulebook: CRR Firms and Non-Authorised Persons: Contractual Recognition of Bail-In
Instrument 2014

E. The PRA makes the rules in Annex A and Annex B to this instrument.
F. With effect from 1 January 2016 the PRA deletes rules 3.1 to 3.3 in Annex A.
Commencement

G. Rules 1.1(1) to (3), 1.2, 1.3 and 3.1 to 3.3 in Annex A to this instrument come into force on 19
February 2015.

H. Rules 1.1(4), 2.1 and 2.2 in Annex A to this instrument come into force on 1 January 2016.

I.  Annex B to this instrument comes into force on 19 February 2015.

Citation
J. This instrument may be cited as the PRA Rulebook: CRR Firms and Non-Authorised Persons:
Contractual Recognition of Bail-In Instrument 2015.

By order of the Board of the Prudential Regulation Authority
15 January 2015
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Annex A
In this Annex, the text is all new and is not underlined.

Part

CONTRACTUAL RECOGNITION OF BAIL-IN

PRA 2015/5

Chapter content

1. APPLICATION AND DEFINITIONS
2. CONTRACTUAL RECOGNITION OF BAIL-IN
3. CONTRACTUAL RECONGITION OF BAIL-IN — TRANSITIONAL PROVISIONS
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1 APPLICATION AND DEFINITIONS

1.1 Unless otherwise stated, this Part applies to a BRRD undertaking which is:

(1) a CRR firm;

(2) a financial holding company;
3) a mixed financial holding company; or
(4) a mixed activity holding company which has at least one subsidiary which is an

institution which is not the subsidiary of a financial holding company which is also a
subsidiary of the mixed activity holding company.

1.2 In this Part, the following definitions shall apply:
eligible deposit
has the meaning given in point 4 of Article 2(1) of Directive 2014/49/EU.
excluded deposit
means

1) an eligible deposit from natural persons and micro, small and medium-sized
enterprises; or

(2) a deposit that would be an eligible deposits from natural persons or micro,
small and medium-sized enterprises if the deposit had not been made
through a branch of the firm located in a third country.

excluded liability

has the meaning given in section 48B(7A)(a) of the Banking Act 2009.

liability

means any debt or liability to which the BRRD undertaking is subject, whether it is
present or future, certain or contingent, ascertained or sounding only in damages.

mandatory reduction provision
has the meaning give in section 6B(2) of the Banking Act 2009.

micro, small and medium-sized enterprises
means micro, small and medium-sized enterprises as defined with regard to the
annual turnover criterion referred to in Article 2(1) of the Annex to Commission
Recommendation 2003/361/EC.

special bail-in provision

has the meaning given in section 48B(1) of the Banking Act 2009.

1.3 Unless otherwise defined, any italicised expression used in this Part and in the CRR has the
same meaning as in the CRR.

Page 3 of 6
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CONTRACTUAL RECOGNITION OF BAIL-IN

21

A BRRD undertaking must include in the contract governing a liability a term by which the
creditor or party to the agreement creating the liability recognises that the liability may be
subject to the exercise of a power by the Bank of England to make special bail-in provision or
mandatory reduction provision and agrees to be bound by any reduction of the principal or
outstanding amount due or by any conversion or cancellation effected by the exercise of that
power, provided that such liability is:

Q) not an excluded liability;

(2) not an excluded deposit;
3) governed by the law of a third country; and
(4) issued, entered into or arising after 31 December 2015.

[Note: Art. 55(1) (part) of the BRRD]

2.2

In respect of a liability that is:
1) an additional tier 1 instrument; or
(2) a tier 2 instrument,

a BRRD undertaking that is a CRR firm must provide to the PRA a properly reasoned
independent legal opinion from an individual appropriately qualified in the relevant third
country on the enforceability and effectiveness of the term referred to in 2.1.

CONTRACTUAL RECOGNITION OF BAIL-IN - TRANSITIONAL PROVISIONS

3.1

3.2

In this Chapter, the following definitions shall apply:
debt instruments

means any form of transferable debt security or instrument, whether registered or
bearer, including commercial paper, bills of exchange, banker's acceptances,
certificates of deposit and bonds, with the exception of debt securities or instruments
which are Additional Tier 1 instruments or Tier 2 instruments.

unsecured liability

means a liability where the right of the creditor to payment or other form of
performance is not secured by a charge, pledge, lien or mortgage, or collateral
arrangements including liabilities arising from repurchase transactions and other title
transfer collateral arrangements.

A BRRD undertaking must include in the contract governing a liability a term by which the
creditor or party to the agreement creating the liability recognises that the liability may be
subject to the exercise of power by the Bank of England to make a special bail-in provision or
mandatory reduction provision and agrees to be bound by any reduction of the principal or

Page 4 of 6
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outstanding amount due or by any conversion or cancellation effected by the exercise of that
power, provided that such liability is:

Q) not an excluded liability;

(2) not an excluded deposit;

3) governed by the law of a third country;

4) issued, entered into or arising after 19 February 2015; and

(5) either a debt instrument which is an unsecured liability, or an additional Tier 1

instrument or a tier 2 instrument.
[Note: Art. 55(1) (part) of the BRRD]
3.3 In respect of a liability that is:
1) an additional tier 1 instrument; or
(2) a tier 2 instrument,

a BRRD undertaking that is a CRR firm must provide to the PRA a properly reasoned
independent legal opinion from an individual appropriately qualified in the relevant third
country on the enforceability and effectiveness of the term referred to in 2.1.

Page 5 of 6
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Annex B
Amendments to the Definition of Capital Part of the PRA Rulebook

Chapter 6 is deleted in its entirety.

Page 6 of 6
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PRA RULEBOOK: CRR FIRMS NON-CRR FIRMS: INDIVIDUAL ACCOUNTABILITY INSTRUMENT
2015
Powers exercised

A. The Prudential Regulation Authority (“PRA”) makes this instrument in the exercise of the following
powers and related provisions in the Financial Services and Markets Act 2000 (“the Act”):

(1) section 59 (Approval for particular arrangements);

(2) section 60A (Vetting of candidates by relevant authorised persons);

(3) section 61 (Determination of applications);

(4) section 63E (Certification of employees by relevant authorised persons);
(5) section 63F (Issuing of certificates);

(6) section 137G (The PRA's general rules); and

(7) section 137T (General supplementary powers).

B. The rule-making powers referred to above are specified for the purpose of section 138G(2) (Rule-
making instrument) of the Act.
Pre-conditions to making

C. In accordance with section 138J of the Act (Consultation by the PRA), the PRA consulted the
Financial Conduct Authority. After consulting, the PRA published a draft of proposed rules and
had regard to representations made.

PRA Rulebook: CRR Firms Non-CRR Firms: Individual Accountability Instrument 2015

D. The PRA makes the rules in Annexes A to E of this instrument.

Commencement

E. This instrument comes into force on 7 March 2016.

Citation
F. This instrument may be cited as the PRA Rulebook: CRR Firms Non-CRR Firms: Individual
Accountability Instrument 2015.

By order of the Board of the Prudential Regulation Authority
17 March 2015



Annex A
Amendments to the Glossary
In the Glossary Part of the PRA Rulebook, insert the following new definitions:

certificate

means a certificate issued under section 63F(1) of FSMA (Issuing of certificates).
certification function

has the meaning given in Certification 2.2 — 2.4.
certification employee

means an employee (within the meaning in section 63E(9) of FSMA (certification of
employees by relevant authorised persons)) of a firm who has a valid certificate
issued by that firm.

FCA controlled function

means a controlled function specified by the FCA under section 59 of FSMA
(Approval for particular arrangements).

non-executive director

means a director of a firm who does not perform an executive function in relation to
that firm.

PRA approved person

means a person approved by the PRA under section 59 of FSMA (Approval for
particular arrangements) to perform a PRA senior management function.

PRA senior management function

means a function specified as a controlled function in Senior Management Functions
2 in relation to the carrying on of a regulated activity by a firm.

relevant senior management function
has the meaning given in s64A(3) of FSMA.

senior insurance management function

means that aspect of any key function relating to the carrying on of a regulated
activity by a firm, which is specified by the PRA in Insurance — Senior Insurance
Management Functions 3 — 10 pursuant to section 59 of FSMA.

senior insurance management function holder

means any person who is responsible for discharging a senior insurance
management function.
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APPLICATION AND DEFINITIONS

Unless otherwise stated, this Part applies to every firm that is:
(1) a CRR firm; or
(2) a credit union.
In this Part, the following definitions shall apply:
Chairman function
has the meaning given in 4.2.
Chairman of Audit Committee function
has the meaning given in 4.4,
Chairman of Remuneration Committee function
has the meaning given in 4.5.
Chairman of Risk Committee function
has the meaning given in 4.3.
Chief Executive function
has the meaning given in 3.2.
Chief Finance function
has the meaning given in 3.3.
Head of Internal Audit function
has the meaning given in 3.5
Chief Risk function
has the meaning given in 3.4,
Credit Union Senior Manager function
has the meaning given in 6.2.
FCA approval

means at any time an approval granted to and in effect for a person by the FCA
under section 59 of FSMA (Approval for particular arrangements) for the performance
of a controlled function specified by the FCA.

FCA governing function

means a controlled function specified by the FCA in SUP 10C.5 of the FCA
Handbook.



FCA responsibilities

means any of the functions referred to in

(2) SYSC 4.7.7R (Table of senior management responsibilities); and

(2) SYSC 4 Annex 1G (The main business areas and management
functions of a relevant authorised person),

of the FCA Handbook.

Group Entity Senior Manager function

has the meaning given in 5.2.

Head of Key Business Area function

has the meaning given in 3.6.

Senior Independent Director function

has the meaning given in 4.6.

1.3 This Part does not apply to a function performed by:
Q) a person acting as an insolvency practitioner within the meaning of section 388 of the
Insolvency Act 1986; or
(2) a person acting as a nominee in relation to a voluntary arrangement under Parts |
(Company Voluntary Arrangements) and VIl (Individual Voluntary Arrangements) of
the Insolvency Act 1986; or
3) a person acting as an insolvency practitioner within the meaning of Article 3 of the
Insolvency (Northern Ireland) Order 1989; or
(4) a person acting as a nominee in relation to a voluntary arrangement under Parts Il
(Company Voluntary Arrangements) and VIl (Individual Voluntary arrangements) of
the Insolvency (Northern Ireland) Order 1989.
2 GENERAL
2.1 Each of the functions in 3- 6 is a controlled function.
2.2 Q) A firm (other than a credit union) must ensure that one or more person performs each
of the following PRA senior management functions on its behalf:
(a) the Chief Executive function;
(b) the Chief Finance function; and
(c) the Chairman function.
(2) If a vacancy arises in respect of one or more of the PRA senior management

2.3

functions set out in (1), a firm must ensure that it appoints a person to fill that vacancy
as soon as practicable.

To the extent that,
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2.5

Q) a firm appoints a person to perform a function which, but for this rule, would be a PRA
senior management function;

(2) the appointment is solely to provide cover for a PRA approved person whose absence
is:
€] temporary; or
(b) reasonably unforeseen; and

3) the appointment is for less than 12 weeks in a consecutive 12-month period,

the description of that PRA senior management function does not relate to those activities of
that person.

) If a person has been approved to perform a PRA senior management function in
relation to a firm and also performs a function which would, except for SUP10C.9.8R
of the FCA Handbook, be an FCA governing function (such function, the FCA
activities) performance of the PRA senior management function will include the
performance of those FCA activities, provided the following conditions are met:

€) the PRA's approval to perform a PRA senior management function has been
granted and continues in force;

(b) at the time of approval being granted by the PRA, that person was not subject
to an FCA approval to perform that particular FCA governing function;

(c) the firm made the notification required by SUP10.9.8 R (4) of the FCA
Handbook; and

(d) that person performs and is continuing to perform those FCA activities.

(2) If a person has been approved to perform a PRA senior management function in
relation to a firm which includes performance of FCA activities in the circumstances
set out in (1), and that person:

(@) ceases to perform the PRA senior management function;

(b) within three months of ceasing performance, is approved to perform a new
PRA senior management function; and

(c) continues to perform the FCA activities,

performance of the new PRA senior management function will include the
performance of those FCA activities, provided the conditions in (1) (a)-(d) are met.

If a PRA approved person who has been performing a PRA senior management function
which includes FCA activities in the circumstances set out in 2.4, ceases to perform a PRA
senior management function but continues to perform the FCA activities, 2.4 will continue to
apply in respect of the performance of the FCA activities until the earlier of:

Q) approval by the FCA in respect of the performance by that person of those FCA
activities as an FCA governing function in relation to the firm; or

(2) three months from the time that the person ceased to perform that PRA senior
management function.



2.6 If a PRA approved person:
(1) (other than in the circumstances set out in 2.4 or 2.5), performs one or more FCA
responsibilities allocated under SYSC 4.7.5R of the FCA Handbook;
(2) ceases to perform any PRA senior management function; and
3) that person does not have an FCA approval to perform an FCA controlled function in
relation to that firm
the functions in (1) will continue to be part of the PRA senior management function which the
person most recently performed for that firm) until the earlier of:
Q) approval by the FCA in respect of the performance by that person of an FCA
controlled function in relation to the firm; or
(2) three months from the time that the person ceased to perform that PRA senior
management function.
27 (1) A firm must take all reasonable steps to ensure that before a person:
(a) begins to perform a PRA senior management function; or
(b) begins to perform new or revised responsibilities in performance of a PRA
senior management function
that person is provided with all of the information and materials that the person may
reasonably expect in order to perform that PRA senior management function or those
new or revised responsibilities effectively and in accordance with the regulatory
system.
(2) A firm must have a policy about how it complies with (1) including the systems and
controls it uses and must maintain adequate records of the steps taken to comply with
1)
3 EXECUTIVE
3.1 This Chapter does

not apply to a credit union.

3.2

3.3

3.4

The Chief Executive function (SMF1) is the function of having responsibility, under the
immediate authority of the governing body, alone or jointly with others, for carrying out the
management of the conduct of the whole of the business (or relevant activities) of a firm.

The Chief Finance function (SMF2) is the function of having responsibility for management of
the financial resources of a firm and reporting directly to the governing body of the firm in
relation to its financial affairs.

The Chief Risk function (SMF4) is the function of having responsibility for overall
management of the risk controls of a firm, including the setting and managing of its risk
exposures, and reporting directly to the governing body of the firm in relation to its risk
management arrangements.



3.5

3.6

3.7

The Head of Internal Audit function (SMF5) is the function of having responsibility for
management of the internal audit function of a firm and for reporting directly to the governing
body of the firm on the internal audit function.

The Head of Key Business Area function (SMF6) is the function of having responsibility, for
management of a business area or division of a firm, where:

(2) that business area or division:

(a) has gross total assets equal to or in excess of £10 billion; and (b)
either

0] accounts for more than 20% of the firm’s gross revenue; or

(ii) where the firm is part of a group, accounts for more than 20% of the
total gross revenue of the group; and

(2) the person performing that function does not report to a person performing the Head
of Key Business Area function in respect of that same business area or division of the
firm.

For the purposes of 3.6, the gross total assets of the business area or division of the firm and
the percentage of the gross revenue of the firm or group shall be determined on the basis of
either:

(1) the assets and revenues for the business area or division, and the firm or group, as
the case may be, for the firm’s financial year immediately preceding that in which the
person is allocated with the specified responsibilities; or

(2) if the threshold amount is not met for that period, on the basis of the annual average
amount calculated across a rolling period of five years (calculated by reference to the
firm’s annual accounting date). Where the firm or the business area or division has
been in existence for less than five years, the calculation will be made on the basis of
the annual average amount for the period during which the firm or that business line
or division has existed (calculated by reference to the firm’s annual accounting date).

OVERSIGHT

4.1

4.2

4.3

4.4

4.5

This Chapter does not apply to a credit union.

The Chairman function (SMF9) is the function of having responsibility for chairing, and
overseeing the performance of the role of, the governing body of a firm.

The Chairman of Risk Committee function (SMF10) is the function of having responsibility for
chairing, and overseeing the performance of any committee responsible for the oversight of
the risk management systems, policies and procedures of a firm specified in SYSC 7.1 of the
PRA Handbook, including where applicable to the firm, a committee established in
accordance with SYSC 7.1.18R of the PRA Handbook.

The Chairman of Audit Committee function (SMF11) is the function of having responsibility for
chairing, and overseeing the performance of any committee responsible for the internal audit
system of a firm specified in SYSC 6.2 of the PRA Handbook.

The Chairman of Remuneration Committee function (SMF12) is the function of having
responsibility for chairing, and overseeing the performance of any committee responsible for



the oversight of the design and the implementation of the remuneration policies of a firm,
including where applicable to the firm, a committee established in accordance with SYSC
19A.3.12R of the PRA Handbook.

4.6 The Senior Independent Director function (SMF14) is the function of performing the role of a
senior independent director, and having particular responsibility for leading the assessment of
the performance of the person performing the Chairman function.

5 GROUP ENTITIES

5.1 This Chapter does not apply to a credit union.

5.2 The Group Entity Senior Manager function (SMF7) is the function of having a significant
influence on the management or conduct of one or more aspects of the affairs of a firm in
relation to its regulated activities (other than in the course of the performance of another PRA
senior management function) and which is performed by a person employed by, or an officer
of:

(1) a parent undertaking or holding company of a firm; or
(2) another undertaking which is a member of the firm’s group.

6 CREDIT UNIONS

6.1 This Chapter applies only to a credit union.

6.2 The Credit Union Senior Manager function (SMF8) is the function of having responsibility for
the conduct of, and/or chairing the committee of management of a credit union.

6.3 (1) A credit union must ensure that at least one person performs the Credit Union Senior

Manager function on its behalf.
(2) If a vacancy arises in respect of the Credit Union Senior Manager function, a credit
union must ensure that it appoints a person to fill that vacancy as soon as practic