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Appendix 5: Draft BTS EU Exit Instruments and list of BTS in this
consultation

Draft BTS EU (Exit) Instruments for the CRR / CRDIV Binding Technical Standards (BTS):

e BTS being split: EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (CAPITAL
REQUIREMENTS) (EU EXIT) (No. 1) INSTRUMENT 2019

e Other BTS being amended: EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS
(CAPITAL REQUIREMENTS) (EU EXIT) (No 2) INSTRUMENT [DATE]

e BTS being deleted: EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (CAPITAL
REQUIREMENTS) (EU EXIT) (No. 3) INSTRUMENT [DATE]

Draft BTS EU (Exit) Instrument for the CSDR Regulatory Technical Standards (RTS):

EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (CENTRAL SECURITIES DEPOSITORIES
OFFERING ANCILLARY BANKING SERVICES) (EU EXIT) INSTRUMENT [DATE]

Draft BTS EU (Exit) Instrument for the BRRD Binding Technical Standards:

EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (BANK RESOLUTION AND RECOVERY
DIRECTIVE) (EU EXIT) (No.2) INSTRUMENT 2019

Draft BTS EU (Exit) Instrument for the EMIR Binding Technical Standards:

EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (EUROPEAN MARKETS INFRASTRUCTURE)
(EU EXIT) INSTRUMENT [YEAR]

Draft BTS EU (Exit) Instrument for the Solvency Il Implementing Technical Standards (ITS):

EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (SOLVENCY Il DIRECTIVE & INSTITUTIONS
FOR OCCUPATIONAL RETIREMENT PROVISION DIRECTIVE) (EU EXIT) INSTRUMENT [YEAR]

2 November 2018 update: Draft BTS EU (Exit) Instrument for the FiCOD Regulatory Technical
Standards:

EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (FINANCIAL CONGLOMERATES)
INSTRUMENT [YEAR]
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List of BTS consulted on in CP26/18

BTS being amended - within the PRA’s sole remit

Instrument

CRDIV

1222/2014 — BTS for the specification of the methodology for the identification of global systemically important institutions and for the definition
of subcategories of global systemically important institutions

Capital Requirements
No 2) Annex A

CRR

2016/709 — BTS specifying the conditions for the application of the derogations concerning currencies with constraints on the availability of liquid
assets

2017/1230 - BTS further specifying the additional objective criteria for the application of a preferential liquidity outflow or inflow rate for cross-
border undrawn credit or liquidity facilities within a group or an institutional protection scheme

Capital Requirements
No 2) Annex B

Capital Requirements
No 2) Annex C

Solvency Il
2015/460 — BTS with regard to the procedure concerning the approval of an internal model

2015/462 — BTS with regard to the procedures for supervisory approval to establish special purpose vehicles, for the cooperation and exchange
of information between supervisory authorities regarding special purpose vehicles as well as to set out formats and templates for information to
be reported by special purpose vehicles

2015/498 — BTS with regard to the supervisory approval procedure to use undertaking-specific parameters
2015/499 — BTS with regard to the procedures to be used for granting supervisory approval for the use of ancillary own-fund items
2015/500 — BTS with regard to the procedures to be followed for the supervisory approval of the application of a matching adjustment

2015/2011 — BTS with regard to the lists of regional governments and local authorities, exposures to whom are to be treated as exposures to the
central government

2015/2012 — BTS with regard to the procedures for decisions to set, calculate and remove capital add-ons
2015/2015 — BTS on the procedures for assessing external credit assessments
2015/2016 — BTS with regard to the equity index for the symmetric adjustment of the standard equity capital charge

2015/2450 — BTS with regard to the templates for the submission of information to the supervisory authorities

Solvency Il — Annex B

Solvency Il — Annex C

Solvency Il — Annex D

Solvency Il — Annex E
Solvency Il — Annex F

Solvency Il — Annex G

Solvency Il — Annex H
Solvency Il — Annex |
Solvency Il — Annex J

Solvency Il — Annex K
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BTS being amended - within the PRA’s sole remit

Instrument

Solvency Il (cont...)

2015/2452 — BTS with regard to the procedures, formats and templates of the solvency and financial condition report

2016/1630 — BTS with regard to the procedures for the application of the transitional measure for the equity risk sub-module

Solvency Il — Annex L

Solvency Il - Annex M

CSDR
Articles 8 to 42 of 2017/390 — BTS on certain prudential requirements for central securities depositories and designated credit institutions CSDR - Annex
offering banking-type ancillary services
BTS being amended - Joint BTS Instrument

Joint
PRA/FCA
BTS the
PRA is
leading on
which are
being split

CRR/CRDIV

527/2014 — BTS specifying the classes of instruments that adequately reflect the credit quality of an institution as a going concern
and are appropriate to be used for the purposes of variable remuneration

604/2014 — BTS with respect to qualitative and appropriate quantitative criteria to identify categories of staff whose professional
activities have a material impact on an institution’s risk profile

1152/2014 — BTS on the identification of the geographical location of the relevant credit exposures for calculating institution-
specific countercyclical capital buffer rates

2016/2070 — BTS for templates, definitions and IT-solutions to be used by institutions when reporting to the European Banking
Authority and to competent authorities

2017/180 — BTS for benchmarking portfolio assessment standards and assessment-sharing procedures
241/2014 BTS for Own Funds requirements for institutions

2014/523 — BTS for determining what constitutes the close correspondence between the value of an institution's covered bonds
and the value of the institution’s assets

ICapital Requirements
No 1 Annex A

ICapital Requirements
No 1 Annex B

ICapital Requirements
No 1 Annex C

ICapital Requirements
No 1 Annex D

ICapital Requirements
No 1 Annex E

ICapital Requirements
No 1 Annex F

ICapital Requirements
No 1 Annex G
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BTS being amended - Joint BTS Instrument

Joint CRR/CRDIV (cont...)

PRA/FCA

BISthe | 5014/525 — BTS for the definition of market Capital Requirements

PRA is No 1 Annex H

leading on ) )

whichgare 529/2014 — BTS on materiality of model extensions and changes Capital Requirements

No 1 Annex |

being split . )

(cont...) 680/2014 — BTS with regard to supervisory reporting of institutions Capital Requirements
No 1 Annex J

1030/2014 — BTS with regard to the uniform formats and date for the disclosure of the values used to identify global systemically (Capital Requirements
important institutions No 1 Annex K

1187/2014 — BTS on determining overall exposure to client or group of connected clients in respect of transactions with underlying [Capital Requirements

assets No 1 Annex L

2015/1555 — BTS for the disclosure of information in relation to the compliance of institutions with the requirement for a (Capital Requirements

countercyclical capital buffer No 1 Annex M

2015/1556 — BTS for the transitional treatment of equity exposures under the IRB approach (Capital Requirements
No 1 Annex N

2018/171 — BTS for the materiality threshold for credit obligations past due (Capital Requirements
No 1 Annex O

2018/728 — BTS for procedures for excluding transactions with non-financial counterparties established in a third country from the [Capital Requirements

own funds requirement for credit valuation adjustment N T
BRRD
2016/911 — BTS with regard to the form and the content of the description of group financial support agreements BRRD No 2
Instrument Annex A
Articles 1 to 21, 33 to 34, 42 to 49 of 2016/1075 — BTS with regard to regulatory technical standards specifying the content of BRRD No 2
recovery plans, resolution plans and group resolution plans, the minimum criteria that the competent authority is to assess as Instrument Annex B

regards recovery plans and group recovery plans, the conditions for group financial support, the requirements for independent
valuers, the contractual recognition of write-down and conversion powers, the procedures and contents of notification
requirements and of notice of suspension and the operational functioning of the resolution colleges
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BTS being amended - Joint BTS Instrument
Joint FiCOD
PRA/FCA R . . . . .
BTS the 342/2014 — BTS for the application of the calculation methods of capital adequacy requirements for financial conglomerates FICOD Instrument
PRA is IAnnex A
leading on | 2015/2303 - BTS specifying the definitions and coordinating the supplementary supervision of risk concentration and intra-group  |[FICOD Instrument
which are | transactions IAnnex B
being split
(cont...)
Joint EMIR
CIRIALS 2016/2251 — BTS on OTC derivatives, central counterparti d trad itori ith dt latory technical standards for [EMIR Risk-Mitigation
BTS the ! 2251 - : , centr parties and trade repositories with regard to regulatory technical standards for s e
. risk-mitigation techniques for OTC derivative contracts not cleared by a central counterparty
PRA is (Annex)
leading on
which are
not being
split
BTS with only one minor technical change required Instrument
Note: All BTS require a technical change to delete their final provision which states that ‘This Regulation shall be binding in its entirety and
directly applicable in all Member States’. The following BTS will require only this technical change but no others.
CRR/CRD
2016/101 — BTS for prudential valuation under Article 105(14) Capital
Requirements No 1
2016/200 - BTS with regard to disclosure of the leverage ratio for institutions L Not listed or in
. L . IAnnex as split by
2016/1646 — BTS with regard to main indices and recognised exchanges nodification G with
2016/1799 — BTS with regard to the mapping of credit assessments of external credit assessment institutions for credit risk final words taken
lout by modification J
2016/1801 — BTS with regard to the mapping of credit assessments of external credit assessment institutions for securitisation of cover sheet
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BTS with only one minor technical change required Instrument
CRR/CRD (cont...)
2017/72 — BTS specifying conditions for data waiver permissions Capital
Requirements No 1
2017/2295 — BTS for disclosure of encumbered and unencumbered assets | Not listed or in

IAnnex as split by
modification G with
final words taken
out by modification J
lof cover sheet

2014/1187 — BTS for determining the overall exposure to a client or a group of connected clients in respect of transactions with underlying assets

2014/529 — BTS with regard to regulatory technical standards for assessing the materiality of extensions and changes of the Internal Ratings
Based Approach and the Advanced Measurement Approach
530/2014 — BTS further defining material exposures and thresholds for internal approaches to specific risk in the trading book

2013/1423 — BTS with regard to disclosure of own funds requirements for institutions

2014/183 — BTS for specifying the calculation of specific and general credit risk adjustments
2014/526 — BTS for determining proxy spread and limited smaller portfolios for credit valuation adjustment risk
2014/528 — BTS for non-delta risk of options in the standardised market risk approach

2014/602 — BTS for facilitating the convergence of supervisory practices with regard to the implementation of additional risk weights
2014/945 — BTS with regard to relevant appropriately diversified indices
2015/585 — BTS for the specification of margin periods of risk

2015/2197 — BTS with regard to closely correlated currencies

2015/233 — BTS with regard to currencies in which there is an extremely narrow definition of central bank eligibility Capital
Requirements No 2
2015/2344 — BTS with regard to currencies with constraints on the availability of liquid assets (Technical change

only — dealt with in

2017/208 — BTS for additional liquidity outflows corresponding to collateral needs resulting from the impact of an adverse market scenario on an over sheet at F)

institution’s derivatives transactions
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BTS with only one minor technical change required Instrument
Solvency Il
2015/2017 - BTS with regard to the adjusted factors to calculate the capital requirement for currency risk for currencies pegged to the euro Solvency Il Annex A

2016/1800 — BTS with regard to the allocation of credit assessments of external credit assessment institutions to an objective scale of credit
quality steps

BTS being deleted Instrument

CRR/CRD Capital
Requirements No 3
524/2014 — BTS specifying the information that competent authorities of home and host Member States supply to one another
620/2014 — BTS with regard to information exchange between competent authorities of home and host Member States

650/2014 - with regard to the format, structure, contents list and annual publication date of the information to be disclosed by competent
authorities
710/2014 — BTS with regard to conditions of application of the joint decision process for institution-specific prudential requirements

926/2014 — BTS with regard to standard forms, templates and procedures for notifications relating to the exercise of the right of establishment
and the freedom to provide services
1151/2014 — BTS on the information to be notified when exercising the right of establishment and the freedom to provide services

2016/98 — BTS for specifying the general conditions for the functioning of colleges of supervisors
2016/99 — BTS with regard to determining the operational functioning of the colleges of supervisors
2016/100 — BTS specifying the joint decision process with regard to the application for certain prudential permissions

2017/461 — BTS with regard to common procedures, forms and templates for the consultation process between the relevant competent
authorities for proposed acquisitions of qualifying holdings in credit institutions
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BTS being deleted Instrument
Solvency 1l
2015/461 — BTS with regard to the process to reach a joint decision of the application to use a group internal model Solvency Il Annex N

2015/2013 — BTS with regard to standard deviations in relation to health risk equalisation systems
2015/2014 — BTS with regard to the procedures and templates for the submission of information to the group supervisor and for the exchange of
information between supervisory authorities

2015/2451 — BTS with regard to the templates and structure of the disclosure of specific information by supervisory authorities

Occupational Retirement Provision Directive Solvency Il Annex N

643/2014 — BTS with regard to the reporting of national provisions of prudential nature relevant to the field of occupational pension schemes
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EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (CAPITAL REQUIREMENTS) (EU EXIT)

(No. 1) INSTRUMENT [YEAR]

Powers exercised

A. The Prudential Regulatory Authority (the “PRA”), being the appropriate regulator within the
meaning of the Financial Regulators’ Powers (Technical Standards etc.) (Amendment etc.) (EU
Exit) Regulations 2018 (the “Regulations”), having carried out the consultations required by
regulation 5 of the Regulations and with the approval of the Treasury, makes this instrument in
exercise of the powers conferred by regulations 3 and 4 of the Regulations.

Pre-conditions to making

B. The PRA and the FCA are the appropriate regulators for the Capital Requirements EU
Regulations.

C. The PRA proposes to exercise the power in regulation 3 of the Regulations to modify the Capital
Requirements EU Regulations and considers that (a) Condition A is satisfied and (b) the
modifications to the Capital Requirements EU Regulations can most appropriately be made by
using the procedure set out in regulation 4 of the Regulations.

D. The PRA has consulted the FCA on a division of responsibility and on the modifications contained
in Annexes A to P to this instrument in accordance with regulations 3 and 5 of the Regulations.

E. [A draft of] this instrument has been approved by the Treasury, the Minister considering that it
makes appropriate provision to prevent, remedy or mitigate any failure of retained EU law to
operate effectively, or any other deficiency in retained EU law, arising from the withdrawal of the
United Kingdom from the European Union.

Interpretation

F. In this instrument —

(a)
(b)

—_~ e~
o 0

D

~— ~— ~—

Division

“the Act” means the European Union (Withdrawal) Act 2018;

“the Capital Requirements EU Regulations” means the EU Regulations specified in
Part 4 of the Schedule to the Regulations under the headings “Capital Requirements
Directive” and “Capital Requirements Regulation”;

“exit day” has the meaning given in the Act;

“the FCA” means the Financial Conduct Authority; and

“Condition A” means the condition defined in regulation 4(2) of the Regulations;

G. Each Capital Requirements EU Regulation, as it has effect in domestic law by virtue of section 3
of the Act, is divided into two identical versions of the same, headed “Part 1 (FCA)” and “Part 2
(PRA)” respectively.

H. Immediately before Article 1 in Part 1 (FCA) in those regulations is inserted:

“Article Al

This Part of the Regulation applies to persons regulated solely by the FCA.”

I.  Immediately before Article 1 in Part 2 (PRA) is inserted:
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“Article Al

This Part of the Regulation applies to PRA-authorised persons (within the meaning of section
2B(5) of the Financial Services and Markets Act 2000).”

Modifications to Part 2 (PRA)

J. In each of the specified Capital Requirements EU Regulations listed in Part 4 under the heading
“Capital Requirements Regulation”, omit the words “This Regulation shall be binding in its
entirety and directly applicable in all Member States”.

K. Additionally, the PRA makes the modifications in the Annex listed in column (2) below to the
corresponding Capital Requirements EU Regulation (or part thereof) listed in column (1) below.

(1) )

Part 2 (PRA) of Commission Delegated Regulation (EU) 527/2014 A
Part 2 (PRA) of Commission Delegated Regulation (EU) 604/2014 B
Part 2 (PRA) of Commission Delegated Regulation (EU) 1152/2014 C
Part 2 (PRA) of Commission Implementing Regulation (EU) 2016/2070 D
Part 2 (PRA) of Commission Delegated Regulation (EU) 2017/180 E
Part 2 (PRA) of Commission Delegated Regulation 2014/241 F
Part 2 (PRA) of Commission Delegated Regulation 2014/523 G
Part 2 (PRA) of Commission Delegated Regulation 2014/525 H

Part 2 (PRA) of Commission Delegated Regulation 2014/529 I

Part 2 (PRA) of Commission Delegated Regulation 2014/680 J
Part 2 (PRA) of Commission Implementing Regulation 1030/2014 K
Part 2 (PRA) of Commission Delegated Regulation 2014/1187 L
Part 2 (PRA) of Commission Delegated Regulation 2015/1555 M
Part 2 (PRA) of Commission Delegated Regulation 2015/1556 N
O

Part 2 (PRA) of Commission Delegated Regulation 2018/171
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Part 2 (PRA) of Commission Delegated Regulation 2018/728 P

Commencement

L. This instrument comes into force on exit day.

Citation

M. This instrument may be cited as the Technical Standards (Capital Requirements) (EU Exit)
(No.1) Instrument [YEAR].

By order of the Prudential Regulation Committee
[DATE]
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Annex A

CLASSES OF INSTRUMENTS TO BE USED FOR VARIABLE REMUNERATION

1 MODIFICATIONS TO PART 2 (PRA) OF EU REGULATION 527/2014

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

1.2 Part 2 (PRA) of EU Regulation No 527/2014 means Commission Delegated Regulation (EU)
No 527/2014 of 12 March 2014 supplementing Directive (EU) No 2013/36/EU of the
European Parliament and of the Council with regard to regulatory technical standards
specifying the classes of instruments that adequately reflect the credit quality of an institution
as a going concern and are appropriate to be used for the purposes of variable remuneration
as it forms part of domestic law by virtue of section 3 of the Act and this Instrument, is
modified as follows:

Article B1

Definitions

In this Requlation:

€D “appropriate regulator” has the meaning given by regulation 2(1) of the
Capital Requirements Regulations 2013;

(2) “authorised person” has the same meaning as in FSMA (see sections 31(2) and
417(1) of that Act);

(3)  “Directive 2013/36/EU UK law” means the law of the United Kingdom (or
any part of it) which, immediately before exit day, implemented Directive
2013/36/EU as that law has effect on exit day;

4) “the FCA” means the Financial Conduct Authority;

(5) “FSMA” means the Financial Services and Markets Act 2000;

(6) “the PRA” means the Prudential Regulation Authority:;

(7) “PRA-authorised person’ has the same meaning as in FSMA (see sections
2B(5) and 417(1) of that Act);

8) a reference to a provision of the PRA rulebook is to the rules made by the

PRA under FSMA as amended by rule-making instruments made before exit
day under FSMA or EU Exit Instruments made at any time under the Financial
Regulators’ Powers (Technical Standards etc.) (Amendment etc.) (EU Exit)
Regulations 2018;
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9 a reference to a provision of a sourcebook is to a sourcebook in the FCA
Handbook of Rules and Guidance made by the FCA under FSMA as amended
by rule-making instruments made before exit day under FSMA or EU EXxit
Instruments made at any time under the Financial Regulators’ Powers
(Technical Standards etc.) (Amendment etc.) (EU Exit) Regulations 2018

Article 1

Classes of instruments that adequately reflect the credit quality of an institution as a
going concern and are appropriate to be used for the purposes of variable remuneration

1. The following shall be the classes of instruments that satisfy the conditions laid down
in rule 15.15(1)(b) of the Remuneration Part of the PRA rulebook and in rules
19A.3.47(1)(b) and 19D.3.56(1)(b) of the Senior Management Arrangements,

Systems and Controls sourcebook peint—{H{i)—ofArticle 94(1)—of Directive
2013/36/EU:

Article 2
Conditions for classes of Additional Tier 1 instruments
Classes of Additional Tier 1 instruments shall comply with the following conditions:

(© one of the following requirements is met:

(i) the instruments are issued for the sole purpose of being awarded as variable
remuneration and the provisions governing the instrument ensure that any
distributions are paid at a rate which is consistent with market rates for similar
instruments issued by the institution or by institutions of comparable nature,
scale, complexity and credit quality and which in any case is, at the time the
remuneration is awarded, no higher than 8 percentage points above the annual
percentage average rate of change of the Consumer Prices Index (for all

ems)fer—the—uprren publlshed by the Statlstlcs Board Gemmlssren—eEueestat}

ef—GeuﬂeH—Regquanen—(EG)—Ne—Z%A-ﬁ% Where the mstruments are awarded

to staff members who perform the predominant part of their professional
activities outside the Unien United Kingdom and the instruments are

denominated in a currency issued by a third country, institutions may use a
similar independently-calculated index of consumer prices produced in respect
of that third country;

Article 4
Conditions for classes of Other Instruments

1. Under the conditions laid down in point (c) of Article 1(1), Other Instruments satisfy
the conditions laid down in rule 15.15(1)(b) of the Remuneration Part of the PRA
rulebook and in rules 19A.3.47(1)(b) and 19D.3.56(1)(b) of the Senior Management

Arrangements, Systems and Controls sourcebook peit—{H{H)—of-Article—94(1)—of
Directive2013/36/EU-in each of the following cases:
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4. The conditions referred to in point (c) of paragraph 1 are the following:

@ the competent-autherities—have-appropriate regulator has determined for the
purpose of requlation 21 of the Capital Requirements Regulations 2013Atticle

127 of Directive2013/36/EU-that the institution that issues the instrument to
which the other instruments are linked is subject to consolidated supervision
by a third-country supervisory authority which is equivalent to that governed
by the principles set out in Directive 2013/36/EU UK law that-Directive-and
the requirements of Chapter 2 of Title Il of Part One of Regulation (EU) No
575/2013;

Article 5
Write down, write up and conversion procedures

13.  In order for the write-down of an instrument to be considered temporary, all of the
following conditions shall be met:

(e) the sum of any write-up amounts and payments of coupons on the
reduced amount of the principal shall be treated as a payment that
results in a reduction of Common Equity Tier 1 and shall be subject,
together with other distributions on Common Equity Tier 1
instruments, to the restrictions relating to the Maximum Distributable
Amount as laid down-#:

(i) in rule 4.3 of the Capital Buffers Part of the PRA rulebook in
the case of a PRA-authorised person;
(ii) in rule 10.4.3 of the Prudential Sourcebook for Investment
Firms in the case of other authorised persons Article-141(2)-of
o 2

14.  For the purposes of point (d) of paragraph 13, the calculation shall be made at the
moment when the write-up is operated.
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Annex B

MATERIAL RISK-TAKERS

2 MODIFICATIONS TO PART 2 (PRA) OF EU REGULATION 604/2014

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

2.2 Part 2 (PRA) of EU Regulation 604/2014 means Commission Delegated Regulation (EU) No
604/2014 of 4 March 2014 supplementing Directive 2013/36/EU of the European Parliament
and of the Council with regard to regulatory technical standards with respect to qualitative and
appropriate quantitative criteria to identify categories of staff whose professional activities
have a material impact on an institution's risk profile as it forms part of domestic law by virtue
of section 3 of the Act and this Instrument, is modified as follows:

Article 1A
Definitions

In this Requlation:

(1)  ‘“appropriate regulator” has the meaning given by regulation 2(1) of the Capital
Requirements Requlations 2013;

(2)  ‘“authorised person” has the same meaning as in FSMA (see sections 31(2) and 417(1)

of that Act);

(3)  ‘“Directive 2013/36/EU UK law” means the law of the United Kingdom (or any part
of it) which, immediately before exit day, implemented Directive 2013/36/EU as that
law has effect on exit day;

(4) “the FCA” means the Financial Conduct Authority:

(5) “FSMA” means the Financial Services and Markets Act 2000;

(6) “the PRA” means the Prudential Regulation Authority;

(7)  “PRA-authorised person” has the same meaning as in FSMA (see sections 2B(5) and
417(1) of that Act);

(8)  areference to a provision of the PRA rulebook is to the rules made by the PRA under

FSMA as amended by rule-making instruments made before exit day under FSMA or
EU Exit Instruments made at any time under the Financial Regulators’ Powers
(Technical Standards etc.) (Amendment etc.) (EU Exit) Requlations 2018;

(9)  areference to a provision of a sourcebook is to a sourcebook in the FCA Handbook of
Rules and Guidance made by the FCA under FSMA as amended by rule-making
instruments made before exit day under FSMA or EU Exit Instruments made at any
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time under the Financial Regulators’ Powers (Technical Standards etc.) (Amendment
etc.) (EU Exit) Regulations 2018.

Article 2

Application of the criteria

Staff who meet any of the qualitative criteria set out in Article 3 of this Regulation or
any of the quantitative criteria in Article 4 of this Regulation shall be identified as
having a material impact on an institution’s risk profile.

Article 3

Quialitative criteria

Staff shall be deemed to have a material impact on an institution's risk profile where
any of the following qualitative criteria are met:

(5) the staff member has overall responsibility for risk management within a
business unit as defined in Article 142(1)(3) of Regulation (EU) No 575/2013
which has had internal capital distributed to it in accordance with Directive
2013/36/EU UK law which implemented Article 73 of Directive 2013/36/EU
that represents at least 2 % of the internal capital of the institution (a ‘material
business unit’);

(10) the staff member is responsible for, or is a member of, a committee
responsible for the management of a risk category provided for in Directive
2013/36/EU_UK law which implemented Articles 79 to 87 of Directive
2013/36/EU other than credit risk and market risk;

Article 4

Quantitative criteria

1. Subject to paragraphs 2 to 5, staff shall be deemed to have a material impact
on an institution's risk profile where any of the following quantitative criteria
are met:

3. The condition set out in point (b) of paragraph 2 shall be assessed on the basis

of objective criteria which take into account all relevant risk and performance
indicators used by the institution to identify, manage and monitor risks in
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accordance with Directive 2013/36/EU UK law which implemented Article 74
of Directive 2013/36/EU and on the basis of the duties and authorities of the
staff member or category of staff and their impact on the institution's risk
profile when compared with the impact of the professional activities of staff
members identified by the criteria set out in Article 3 of this Regulation.

4. An institution shall notify the eceompetent—autherity—responsible—for—its

prudential-supervision-appropriate requlator of the application of paragraph 2
in relation to the criterion in point (a) of paragraph 1. The notification shall set

out the basis on which the institution has determined that the staff member
concerned, or the category of staff to which the staff member belongs, meets
one of the conditions laid down in paragraph 2 and shall, if applicable, include
the assessment carried out by the institution pursuant to paragraph 3.

5. The application of paragraph 2 by an institution in respect of a staff member
who was awarded total remuneration of EUR 750 000 or more in the preceding
financial year, or in relation to the criterion in point (b) of paragraph 1, shall be

subject to the prior approval of the ecempetent—autherityresponsible—for
prudential-supervision-ef-thatinstitution-appropriate regulator.

The competent—authority appropriate regulator shall only give its prior
approval where the institution can demonstrate that one of the conditions set

out in paragraph 2 is satisfied, having regard, in respect of the condition in
point (b) of paragraph 2, to the assessment criteria set out in paragraph 3.

Where the staff member was awarded total remuneration of EUR 1 000 000 or

more in the preceding financial year the eempetent—autherity—appropriate
regulator shall only give its prior approval in exceptional circumstances.

Article 5

Calculation of remuneration awarded

1. For the purposes of this Regulation, remuneration which has been awarded but
has not yet been paid shall be valued as at the date of the award without taking
into account the application of the discount rate referred to in applicable
remuneration rules Artiele-94{H{g)()-of Directive2013/36/EY or reductions
in payouts, whether through clawback, malus, or otherwise. All amounts shall
be calculated gross and on a full-time equivalent basis.

1A. In paragraph 1 “applicable remuneration rules” means—

@ in the case of PRA-authorised persons, rule 15.13 of the Remuneration
Part of the PRA rulebook;

(b) in the case of other authorised persons, rules 19A.3.44D and 19D.3.52
of the FCA Senior management arrangements, Systems and Controls
sourcebook.
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2. For the purpose of the application of points (b) and (c) of Article 4(1), the
remuneration awarded may be considered separately for each MemberState
and-third country where the institution has an establishment and staff shall be
assigned to the country where they carry on the predominant part of their
activities.
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Annex C

GEOGRAPHICAL LOCATION OF RELEVANT CREDIT EXPOSURES FOR COUNTERCYCLICAL
CAPITAL BUFFER RATES

3 MODIFICATIONS TO PART 2 (PRA) OF EU REGULATION 1152/2014

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

3.2 Part 2 (PRA) of EU Regulation 1152/2014 means Commission Delegated Regulation (EU) No
1152/2014 of 4 June 2014 supplementing Directive 2013/36/EU of the European Parliament
and of the Council with regard to regulatory technical standards on the identification of the
geographical location of the relevant credit exposures for calculating institution-specific
countercyclical capital buffer rates as it forms part of domestic law by virtue of section 3 of the
Act and this Instrument, is modified as follows:

Article 1
Definitions
For the purposes of this Regulation, the following definitions shall apply:

1) ‘general credit exposure’ means the risk exposure amount calculated in
accordance with Article 92(3) of Regulation (EU) No 575/2013 of an exposure
referred-to—in-Article140(4)(a)-of Directive 2013/36/EY subject to the own
funds requirement for credit risk under Part 3, Title 2 of that Regulation, other
than an exposure referred to in points (a) to (f) of Article 112;

2 ‘trading book exposure’ means the risk exposure amount calculated in
accordance with Article 92(3) of Regulation (EU) No 575/2013 of an exposure
referred-to—in-Article140(4)(b)-of Directive2013/36/EU subject to the own
funds requirement for specific risk under Part 3, Title 4, Chapter 2 of that
Regulation, other than an exposure referred to in points (a) to (f) of Article
112;

(3) ‘securitisation exposure’ means the risk exposure amount calculated in
accordance with Article 92(3) of Regulation (EU) No 575/2013 of an exposure
referred-to—in-Article140(4){c)-of Directive 2013/36/EUJ subject to the own
funds requirement under Part 3, Title 2, Chapter 5 of that Regulation, other
than an exposure referred to in points (a) to (f) of Article 112;

4) ‘location of the obligor’ means the Member-State-er-the-third-country; where
the natural or legal person, who is the institution's counterparty to a general
credit exposure or the issuer of a financial instrument not included in the
trading book or the counterparty to a non-trading book exposure, is ordinarily
resident (in the case of a natural person), or has its registered office (in the
case of a legal person); for a legal person whose centre of actual administration
IS in a Member-State-orin-a-third country other than the Member-State-or-the
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country of its registered office, ‘location of the obligor’ means the Member
State-or-the-third country of its actual place of administration;

5) ‘location of the debtor’ means the Member-State-orthe-third country, where
the natural or legal person who is the issuer of the financial instrument in the
trading book, or the counterparty to a trading book exposure, is ordinarily
resident (in the case of a natural person), or has its registered office (in the
case of a legal person); for a legal person whose centre of actual administration
is in a Member-State-or-in-a-third country other than the-state-er-the country of
its registered office, ‘location of the debtor’ means the Member-State—or-the
third-country of its actual place of administration;

(6) ‘location of the income’ means the MemberState-er-the-third country of the
location of the assets which generate the income that is the primary source of
repayment of the obligation in relation to a specialised lending exposure;

@) ‘foreign exposure’ means a general credit exposure whose obligor is not

located in the institution's-home-Member-State-United Kingdom:;

(8) ‘specialised lending exposure’ means the general credit exposures possessing
the characteristics referred to in Article 147(8) of Regulation (EU) No
575/2013.

Article 2
Location of general credit exposures

(4)  General credit exposures to other items as referred to in point (q) of Article
112 of Regulation (EU) No 575/2013 shall be allocated to the institution's
home—Member-State-United Kingdom if the institution cannot identify their
obligor.

(5)  The following general credit exposures may be allocated to an—instiution's
home-Member-State-the United Kingdom:

Article 3
Geographical location of trading book exposures

3) Institutions, whose total trading book exposures does not exceed 2 % of their
total general credit, trading book and securitisation exposures, may allocate
those exposures to the United Kingdom heme-Member-State-of-the-institution.
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Article 4

Geographical location of securitisation exposures

(3) Securitisation exposures for which information on underlying securitisation
exposures is not available, may be allocated to the_United Kingdom heme
Member-State-of the-institution if the institution cannot identify the underlying
obligor based on existing available information from internal or external
sources or without applying a disproportionate effort to obtain the information.
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Annex D

BENCHMARKING: REPORTING

4 MODIFICATIONS TO PART 2 (PRA) OF REGULATION 2016/2070

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

4.2 Part 2 (PRA) of Regulation 2016/2070 means Commission Implementing Regulation (EU)
2016/2070 of 14 September 2016 laying down implementing technical standards for
templates, definitions and IT-solutions to be used by institutions when reporting to the
European Banking Authority and to competent authorities in accordance with Article 78(2) of
Directive 2013/36/EU of the European Parliament and of the Council as it forms part of
domestic law by virtue of section 3 of the Act and this Instrument, is modified as follows:

Article 1

Reg_ortin_g by the institutions iemheaeumeses—ef—Amele—Za@
on an individual and consolidated basis

For the purposes of Article 78(2) of Directive 2013/36/EU, an An institution
referred-to-in-paragraph-1-of that-Articlepermitted to use internal approaches for
the calculation of risk weighted exposure amounts or own funds requirements
(except for operational risk) shall submit to its competent authority all the
information referred to in Articles 2 and 3 on an individual and consolidated

basis.
Article 4
Reference and remittance
dates
3 Where the date referred to in paragraph 2 is not a working day in the

United anom, the information shall be submitted on the
following working day.
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Annex E

BENCHMARKING: PORTFOLIO ASSESSMENTS

5 MODIFICATIONS TO PART 2 (PRA) OF EU REGULATION 2017/180

5.1 Part 2 (PRA) of EU Regulation 2017/180 means Commission Delegated Regulation (EU)
2017/180 of 24 October 2016 supplementing Directive 2013/36/EU of the European
Parliament and of the Council with regard to regulatory technical standards for benchmarking
portfolio assessment standards and assessment-sharing procedures, as it forms part of
domestic law by virtue of section 3 of the Act and this Instrument is modified as follows:

5.1.1 Atrticles 1, 2 and sub-paragraphs (a) to (e) of Article 3 are deleted; and

5.1.2 Unless deleted by 5.1.1, in Articles 3, 7, 9, 10, 11 and 12 new text is underlined and deleted
text is struck through when modified as follows:

Article 3
Overview

1. When carrying out the annual assessment of the quality of internal approaches
paying particular attention to:

i. those exposures that exhibit significant differences in own fund
requirements for the same exposure;

ii. approaches where there is particularly high or low diversity, and also
where there is a significant and systematic under-estimation of own funds

requirements,

corrod_to_in_the_first_sul - of Asticle_78(3)orDirecti 36/E0.

competent authorities shall identify the internal approaches that need specific
assessment in a manner which is proportionate to the nature, scale and complexity of
the risks inherent in the business model as well as the relevance of the portfolios
included in Implementing Regulation (EU) 2016/2070 for the institution in relation to

the rlsk proflle of the mstltutlon Ihey—shau—alse—take—me—aeeeam—the—analysw

Article 7
General assessment standards for internal approaches for credit risk

1. When carrying out an assessment referred to in Article 3(1) relating to credit
risk approaches, competent authorities shall use at least the information on the
internal approaches applied to the supervisory benchmarking portfolios which
is contained in the following documents, where relevant:
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Article 9
General assessment standards for internal approaches for market risk

1. When carrying out an assessment referred to in Article 3(1), competent
authorities shall use at least the information on the internal approaches applied
to the supervisory benchmarking portfolios which is contained in the following
documents, where relevant:

(a)

Article 10

Assessment of differences in the outcomes of internal approaches for market risk

2. When assessing the causes of the differences for VaR values, competent
authorities shall consider both of the following:
(a) : .

(b)  the dispersion observed in the VaR metric provided by institutions
under Implementing Regulation (EU) 2016/2070.

5. Competent authorities shall analyse VaR models of an institution for portfolios
which might show a profit-and-loss time-series that significantly diverges from
the proflt -and- Ioss time- serles of the institution's peers as—relentmed—m—the

D+reetwe—291—3/36l5u even where the flnal own funds reqmrement for that
particular portfolio is similar to the one provided by the institution's peers in
absolute terms.

6. In addition, for VaR, sVaR, IRC and models used for correlation trading
activities, competent authorltles shaII assess the effect of regulatory varlablllty
drivers d data

subparagraph—ef—Artrele%—ef—D%etwe—Z@i—f&/@@#Eu by clustering the

metric outcomes by the different modelling options.
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Article 11
Assessment of the level of own funds for internal approaches for market risk
1. Where assessing the level of own funds of each institution, competent

authorities shall take into account both of the following:
@) the level of own funds by non-aggregated portfolio;

(b) the effect of the diversification benefit applied by each institution in
aggregated portfolios, by comparing the sum of own funds of the non-
aggregated portfolios referred to in point (a) of this paragraph with the

level of own funds provided for the aggregated portfolio;-as-previded-in

2. Where assessing the level of own funds by institution, competent authorities
shall also take into account both of the following:

(@  the effect of the supervisory add-ons; the effect of the supervisory
actions not contemplated in the data collected-by-EBA.
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Annex F

DEFINITION OF OWN FUNDS

6 MODIFICATIONS TO PART 2 (PRA) OF EU REGULATION 2014/241

6.1 In this Annex, new text is underlined and deleted text is struck through:

6.2 Part 2 (PRA) of EU Regulation 241/2014 means Commission Delegated Regulation (EU) No
241/2014 of 7 January 2014 supplementing Regulation (EU) No 575/2013 of the European
Parliament and of the Council with regard to regulatory technical standards for Own Funds
requirements for institutions as it forms part of domestic law by virtue of section 3 of the Act
and this Instrument, is modified as follows:

Article B1
Definitions

1. Inthis Reqgulation -

(1)  “Council Directive 86/635/EEC UK law” means the law of the United
Kingdom (or any part of it) which, immediately before exit day,
implemented Directive 86/635/EEC, as that law has effect on exit day;

(2)  “Directive 2002/87/EC UK law” means the law of the United Kingdom
(or any part of it) which, immediately before exit day, implemented
Directive 2002/87/EC, as that law has effect on exit day;

(3) “Directive 2013/36/EU UK law” means the law of the United Kingdom
(or any part of it) which, immediately before exit day, implemented
Directive 2013/36/EU, as that law has effect on exit day.

2. Unless the context otherwise requires, a reference in this Requlation to an
enactment is a reference to that enactment as amended by regulations made under
section 8 of the European Union (Withdrawal) Act 2018.

Article 1

Subject matter

This Regulation lays down rules concerning:

@ the meaning of ‘foreseeable’ when determining whether foreseeable charges or
dividends have been deducted from own funds according to Article 26(4) of
Regulation (EU) No 575/2013;

(b) conditions according to which Competent authorities may determine that a
type of undertaking recognised under the applicable national-lawlaw of the
United Kingdom (or any part of it) qualifies as a mutual, cooperative society,




25 October 2018: This is part of CP26/18 ‘UK withdrawal from the EU: Changes to PRA Rulebook and onshored Binding Technical Standards' available at:
http://www.bankofengland.co.uk/prudential-regulation/publication/2018/uk-withdrawal-from-the-eu-changes-to-pra-rulebook-and-onshored-bts
UK withdrawal from the EU: changes to PRA Rulebook and onshored BTS October 2018 235

savings institution or similar institution, according to Article 27(2) of
Regulation (EU) No 575/2013;

(©) the applicable forms and nature of indirect funding of capital instruments,
according to Article 28(5) of Regulation (EU) No 575/2013;

(d) the nature of limitations on redemption necessary where the refusal by the
institution of the redemption of own funds instruments is prohibited under
appheablenational-Haw-tawthe applicable law of the United Kingdom (or any
part of it) or of a third country, according to Article 29(6) of Regulation (EU)
No 575/2013;

Article 2

Meaning of ‘foreseeable’ in foreseeable dividend for the purposes of Article
26(2)(b) of Regulation (EU) No 575/2013

9.  The amount of foreseeable dividends to be deducted shall be determined taking into
account any regulatory restrictions on distributions, in particular restrictions determined
in accordance with Directive 2013/36/EU UK law which implemented Article 141 of
Directive 2013/36/EU efthe-EuropeanParliament-and-ofthe- Counetl. The amount of
profit after deduction of foreseeable charges subject to such restrictions may be
included fully in Common Equity Tier 1 items where the condition of point (a) of
paragraph 2 of Article 26 of Regulation (EU) No 575/2013 is met. When such
restrictions are applicable, the foreseeable dividends to be deducted shall be based on
the capital conservation plan agreed by the competent authority pursuant to_Directive
2013/36/EU UK law which implemented Article 142 of Directive 2013/36/EU.

Article 4

Type of undertaking recognised under applicable national law as a cooperative
society for the purposes of Article 27(1)(a)(ii) of Regulation (EU) No 575/2013

1. Competent authorities may determine that a type of undertaking recognised under the
applicable law of the United Kingdom (or any part of it)applicable—nationaltaw
qualifies as a cooperative society for the purpose of Part Two of Regulation (EU) No
575/2013, where all of the conditions in paragraphs 2, 3 and 4 are met.

2. To qualify as a cooperative society for the purposes of paragraph 1, an-institution’s
legal-status—shal-fall-within-one—of-the-following-categoriesan institution must be a
registered society within the meaning of the Co-operative and Community Benefit
Societies Act 2014 or a society registered or treated as registered under the Co-
operative and Community Benefit Societies Act (Northern Ireland) 1969.
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3. With respect to Common Equity Tier 1 capital, to qualify as a cooperative society for
the purposes of paragraph 1, the institution shall be able to issue, under the applicable
law of the United Kingdom (or any part of it)according-to-the-national-apphicable-law
or company—the society’s statutes, at the level of the legal entity, only capital
instruments referred to in Article 29 of Regulation (EU) No 575/2013.

4. To qualify as a cooperative society for the purposes of paragraph 1, when under the
applicable law of the United Kingdom (or any part of it), the holders; of the Common
Equity Tier 1 instruments referred to in paragraph (3) which may be members or non-
members of the institution, have the ability to resign, applicable—nationaltaw,—they
may also have the right to put the capital instrument back to the institution, but only
subject to the restrictions of the applicable law of the United Kingdom (or any part of
it)-national-aw, company-its statutes, of Regulation (EU) No 575/2013, and of this
Regulation.

This does not prevent the institution from issuing, under the applicable law of the United

Kingdom (or any part of it)[, or of a third country]appticable-pational-taw, Common Equity
Tier 1 instruments complying with Article 29 of Regulation (EU) No 575/2013 to members
and non-members that do not grant a right to put the capital instrument back to the institution.

Article 5

Type of undertaking recognised under applicable national law as a savings institution
for the purposes of Article 27(1)(a)(iii) of Regulation (EU) No 575/2013
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1. Competent authorities may determine that a type of undertaking recognised under

appheable-national-hawthe applicable law of the United Kingdom (or any part of it)
qualifies as a savings institution for the purpose of Part Two of Regulation (EU) No

575/2013, where all the conditions in paragraphs 2; 3 and 4 are met.
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3. With respect to Common Equity Tier 1 capital, to qualify as a savings institution for
the purposes of paragraph 1, the institution has to be able to issue, under the
applicable law of the United Kingdom (or any part of it) or its aceerding-to-national

appheable—taw—or—company-statutes, at the level of the legal entity, only capital
instruments referred to in Article 29 of Regulation (EU) No 575/2013.

4. To qualify as a savings institution for the purposes of paragraph 1, the sum of capital,
reserves and interim or year-end profits, shall not be allowed, under the applicable law
of the United Kingdom (or any part of it)according-to-national-applicable-law, to be
distributed to holders of Common Equity Tier 1 instruments. Such condition is
deemed to be fulfilled even where the institution issues Common Equity Tier 1
instruments that grant the holders, on a going concern basis, a right to a part of the
profits and reserves, where allowed by the-applicable-natienal-such law, provided that
this part is proportionate to their contribution to the capital and reserves or, where
permitted by the—apphcable—national such law, in accordance with an alternative
arrangement. The institution may issue Common Equity Tier 1 instruments that grant
the holders, in the case of insolvency or liquidation of the institution, the right to
reserves which do not need to be proportionate to the contribution to capital and
reserves provided that the conditions of paragraphs 4 and 5 of Article 29 of
Regulation (EU) No 575/2013 are met.

Article 6

Type of undertaking recognised under applicable national law as a mutual for the
purposes of Article 27(1)(a)(i) of Regulation (EU) No 575/2013

1. Competent authorities may determine that a type of undertaking recognised under

appheable-national-taw-the applicable law of the United Kingdom (or any part of it)
qualifies as a mutual for the purpose of Part Two of Regulation (EU) No 575/2013,
where all of the conditions in paragraphs 2, 3 and 4 are met.

2. To qualify as a mutual for the purposes of paragraph 1, the institution’stegal-status
shal-falwithin-one-of the folowing-categories—nstitutions-must be incorporated (or

deemed to be incorporated) under the Building Societies Act 1986 or reqgistered as a
savings bank within the meaning of the Savings Bank (Scotland) Act 1819.

3. With respect to Common Equity Tier 1 capital, to qualify as a mutual for the purposes
of paragraph 1, the institution is only allowed to issue, under the applicable law of the

United Kingdom (or any part of it) accerding—to—the-hationalapplicabletaw or




25 October 2018: This is part of CP26/18 ‘UK withdrawal from the EU: Changes to PRA Rulebook and onshored Binding Technical Standards' available at:
http://www.bankofengland.co.uk/prudential-regulation/publication/2018/uk-withdrawal-from-the-eu-changes-to-pra-rulebook-and-onshored-bts
UK withdrawal from the EU: changes to PRA Rulebook and onshored BTS October 2018 240

company-its statutes, at the level of the legal entity, capital instruments referred to in
Article 29 of Regulation (EU) No 575/2013.

4. To qualify as a mutual for the purposes of paragraph 1, the total amount or a partial
amount of the sum of capital and reserves shall be owned by members of the
institution, who do not, in the ordinary course of business, benefit from direct
distribution of the reserves, in particular through the payment of dividends. Such
conditions are deemed to be fulfilled even where the institution issues Common
Equity Tier 1 instruments that grant a right on the profits and reserves, where allowed

by the-apphicable-national-Haw-the applicable law of the United Kingdom (or any part
of it).

Article 7

Type of undertaking recognised under applicable national law as a similar institution
for the purposes of Article 27(1)(a)(iv) of Regulation (EU) No 575/2013

1. Competent authorities may determine that a type of undertaking recognised under the
applicable law of the United Kingdom (or any part of it)apphecable—nationaltaw
qualifies as a similar institution to cooperatives, mutuals and savings institutions for
the purpose of Part Two of Regulation (EU) No 575/2013, where all of the conditions
in paragraphs 2,-3 and 4 are met.

3. With respect to Common Equity Tier 1 capital, to qualify as a similar institution to
cooperatives, mutuals and savings institutions for the purposes of paragraph 1, the
institution shall be only able to issue, under the applicable law of the United Kingdom
(or any part of it)-aceerding-to-the-national-apphicabletaw or its company-statutes, at
the level of the legal entity, capital instruments referred to in Article 29 of Regulation
(EU) No 575/2013.

4. To qualify as a similar institution to cooperatives, mutuals and savings institutions for
the purposes of paragraph 1, one or more of the following conditions shall also be
met:

(@ where the holders, which may be members or non-members of the institution,
of the Common Equity Tier 1 instruments referred to in paragraph 3 have the
ability to resign under the applicable law of the United Kingdom (or any part

of it) apphicable-national-taw, they may also have the right to put the capital

instrument back to the institution, but only subject to the restrictions of that

appheable—national law, company—its statutes and of Regulation (EU) No
575/2013 and this Regulation. That does not prevent the institution from

issuing, under the applicable law of the United Kingdom (or any part of it) [or
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of a third country], Common Equity Tier 1 instruments complying with Article
29 of Regulation (EU) No 575/2013 to members and non-members that do not
grant a right to put the capital instrument back to the institution;

(b) the sum of capital, reserves and interim or year-end profits, is not allowed,
under the applicable law of the United Kingdom (or any part of it)aceording-te
national-applicable-law, to be distributed to holders of Common Equity Tier 1
instruments. That condition is deemed to be fulfilled even where the institution
issues Common Equity Tier 1 instruments that grant the holders, on a going
concern basis, a right to a part of the profits and reserves, where allowed by
such the—applicable—national law, provided that that part is proportionate to
their contribution to the capital and reserves or, where permitted by the
appheable—national law, in accordance with an alternative arrangement. The
institution may issue Common Equity Tier 1 instruments that grant the
holders, in the case of insolvency or liquidation of the institution, the right to
reserves which do not need to be proportionate to the contribution to capital
and reserves provided that the conditions of Article 29(4) and (5) of
Regulation (EU) No 575/2013 are met;

(c) the total amount or a partial amount of the sum of capital and reserves is
owned by members of the institution who do not, in the ordinary course of
business, benefit from direct distribution of the reserves, in particular through
the payment of dividends.

Article 7b

Preferential distributions regarding preferential rights to payments of distributions

7. For the purposes of paragraph 6, either of the following conditions (a) or (b) shall
apply:
@ both of the following points (i) and (ii) are met:

Q) the instrument with fewer or no voting rights can only be subscribed
and held by the holders of voting instruments;

(i) the number of the voting rights of any single holder is limited,

(b) the distributions on the voting instruments issued by the institutions are
subject to a cap set out under_the applicable ratienal-law of the United
Kingdom (or any part of it), or of a third country.

9. For the purposes of point (a) of paragraph 7, the voting rights of any single holder
shall be deemed to be limited in the following cases:

@ where each holder only receives one voting right irrespective of the number of
voting instruments for any holder;

(b) where the number of voting rights is capped irrespective of the number of
number of voting instruments held by any holder;
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(c) where the number of voting instruments any holder may hold is limited under
the statutes of the institution or under_the applicable natienal-law _of the United
Kingdom (or any part of it), or of a third country.

Article 8

Indirect funding of capital instruments for the purposes of Article 28(1)(b,) Article
52(1)(c) and Article 63(c) of Regulation (EU) No 575/2013

3. Direct funding shall also include funding granted for other purposes than purchasing
an institution’s capital instruments, to any natural or legal person who has a qualifying
holding in the credit institution, as referred to in Article 4(36) of Regulation (EU) No
575/2013, or who is deemed to be a related party within the meaning of the definitions
in paragraph 9 of International Accounting Standard 24 on Related Party Disclosures
as applied in the Ynien United Kingdom according to Regulation (EC) No 1606/2002
of the European Parliament and of the Council, taking into account any additional
guidance as-defined issued by the competent authority, if the institution is not able to
demonstrate all of the following:

Article 9
Applicable forms and nature of indirect funding of capital instruments for the purposes
of Article 28(1)(b) and 52(1)(c) and 63(c) of Regulation (EU) No 575/2013

1. The applicable forms and nature of indirect funding of the purchase of an institution’s
capital instruments shall include the following:

@ funding of an investor’s purchase, at issuance or thereafter, of an institution’s
capital instruments by any entities on which the institution has a direct or
indirect control or by entities included in any of the following:

1) the scope of accounting or prudential consolidation of the institution;

(3)  the scope of supplementary supervision of the institution in accordance

with Directive 2002/87/EC UK law ofthe-European-Pariament-and-of
.tl'e GoungH g"l H'el _SH|8[3|EIIIE|II|EEE_I§ supemsmﬁn_n o el_eellt |||stF|_tuus|_|sl
conglomerate;

(b) funding of an investor’s purchase, at issuance or thereafter, of an institution’s
capital instruments by external entities that are protected by a guarantee or by
the use of a credit derivative or are secured in some other way so that the
credit risk is transferred to the institution or to any entities on which the
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institution has a direct or indirect control or any entities included in any of the
following:

(1) the scope of accounting or prudential consolidation of the institution;

(3)  the scope of supplementary supervision of the institution in accordance
with Directive 2002/87/EC_UK law;

@) the investor is not included in any of the following:
1) the scope of accounting or prudential consolidation of the institution;

(3)  the scope of the supplementary supervision of the institution in
accordance with Directive 2002/87/EC_UK law;

(b)  the external entity is not included in any of the following:
(1) the scope of accounting or prudential consolidation of the institution;
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3 the scope of the supplementary supervision of the institution in
accordance with Directive 2002/87/EC UK law.

5. With regard to mutuals, cooperative societies and similar institutions, where there is
an obligation under the law of the United Kingdom (or any part of it)-ratienal-aw or
the statutes of the institution for a customer to subscribe capital instruments in order
to receive a loan, that loan shall not be considered as a direct or indirect funding
where all of the following conditions are met:

Subsection 4

Limitations on redemption of capital instruments
Article 10

Limitations on redemption of capital instruments issued by mutuals, savings
institutions, cooperative societies and similar institutions for the purposes of Article
29(2)(b) of Regulation (EU) No 575/2013 and Article 78(3) of Regulation (EU) No
575/2013

1. An institution may issue Common Equity Tier 1 instruments with a possibility to
redeem only where such possibility is foreseen by the applicable rational-law of the
United Kingdom (or any part of it), or of a third country.

3. The extent of the limitations on redemption included in the provisions governing the
instruments shall be determined by the institution on the basis of the prudential
situation of the institution at any time, having regard to in particular, but not limited
to:

(@ the overall financial, liquidity and solvency situation of the institution;

(b) the amount of Common Equity Tier 1 capital, Tier 1 and total capital
compared to the total risk exposure amount calculated in accordance with the
requirements laid down in point (a) of Article 92(1) of Regulation (EU) No
575/2013, the specific own funds requirements referred to in regulation 34 of
the Capital Requirements Regulations 2013Article—104{1)(a)—of Directive
2013/36/EY and the combined buffer requirement as defined in regulation 2(1)
of the Capital Requirements (Capital Buffers and Macroprudential Measures)

Regulations 2014peint{(6)-ofArticle-128-of that Directive.
Article 11

Limitations on redemption of capital instruments issued by mutuals, savings
institutions, cooperative societies and similar institutions for the purposes of Article
29(2)(b) of Regulation (EU) No 575/2013 and Article 78(3) of Regulation (EU) No
575/2013

1. The limitations on redemption included in the contractual or legal provisions
governing the instruments shall not prevent the competent authority from limiting
further the redemption on the instruments on an appropriate basis as foreseen by
Avrticle 78 of Regulation (EU) No 575/2013.
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2. Competent authorities shall assess the bases of limitations on redemption included in
the contractual and legal provisions governing the instrument. They shall require
institutions to modify the corresponding contractual provisions where they are not
satisfied that the bases of limitations are appropriate. Where the instruments are
governed by the national law_of the United Kingdom (or any part of it), or of a third
country in the absence of contractual provisions, the legislation shall enable the
institution to limit redemption as referred to in paragraphs 1 to 3 of Article 10 in order
for the instruments to qualify as Common Equity Tier 1.

Article 13

Deduction of losses for the current financial year for the purposes of Article 36(1)(a) of
Regulation (EU) No 575/2013

3. Where losses for the current financial year have already reduced Common Equity Tier
1 items as a result of an interim or a year-end financial report, a deduction is not
needed. For the purpose of this Article, the financial report means that the profit and
losses have been determined after a closing of the interim or the annual accounts in
accordance with the accounting framework to which the institution is subject under
Regulation (EC) No 1606/2002 on the application of international accounting
standards and Council Directive 86/635/EEC_UK law on the annual accounts and
consolidated accounts of banks and other financial institutions.

Article 14

Deductions of deferred tax assets that rely on future profitability for the purposes of
Article 36(1)(c) of Regulation (EU) No 575/2013

1. The deductions of deferred tax assets that rely on future profitability under Article
36(1)(c) of Regulation (EU) No 575/2013 shall be made according to paragraphs 2
and 3.

2. The offsetting between deferred tax assets and associated deferred tax liabilities shall

be done separately for each taxable entity. Associated deferred tax liabilities shall be
limited to those that arise from the tax law of the same jurisdiction as the deferred tax
assets. For the calculation of deferred tax assets and liabilities at consolidated level, a
taxable entity includes any number of entities which are members of the same tax
group, fiscal consolidation, fiscal unity or consolidated tax return under applicable
national law of the United Kingdom or a third country.
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Article 15a

Indirect holdings for the purposes of Article 36(1)(f),(h) and (i) of Regulation (EU) No
575/2013

2. Without prejudice to point (h) of paragraph 1, an ‘intermediate entity’ as referred to in
Article 4(1)(114) of Regulation (EU) No 575/2013 does not comprise:

@) mixed activity holding companies, institutions, insurance undertakings,
reinsurance undertakings;

(b) entities that are, by virtue of applicable patienal-law_of the United Kingdom
(or a part of it), subject to the requirements of Regulation (EU) No 575/2013
and Directive 2013/36/EU_UK law;

(©) financial sector entities other than the ones mentioned in point (a), which are
supervised and required to deduct direct and indirect holdings of their own
capital instruments and holdings of capital instruments of financial sector
entities from their regulatory capital.

3. For the purposes of point (c) of paragraph 1, a defined benefit pension fund shall be
deemed to be independent from its sponsoring institution where all of the following
conditions are met:

@) the defined benefit pension fund is legally separate from the sponsoring
institution and its governance is independent;

(b)  the statutes, the instruments of incorporation and the internal rules of the
specific pension fund, as applicable, have been approved by an independent
regulator; or the rules governing the incorporation and functioning of the
defined benefit pension fund, as applicable, are established in the applicable
natienal-law of the relevant Member-State-country;

Article 16

Deductions of foreseeable tax charges for the purposes of Article 36(1)(l) and Article
56(f) of Regulation (EU) No 575/2013

2. When the institution is calculating its Common Equity Tier 1 capital on the basis of
financial statements prepared in accordance with Regulation (EC) No 1606/2002, the
condition of paragraph 1 is deemed to be fulfilled.

3. Where the condition of paragraph 1 is not fulfilled, the institution shall decrease its
Common Equity Tier 1 items by the estimated amount of current and deferred tax
charges not yet recognised in the balance sheet and profit and loss account related to
transactions and other events recognised in the balance sheet or the profit and loss
account. The estimated amount of current and deferred tax charges shall be
determined using an approach equivalent to the one provided by Regulation (EC) No
1606/2002. The estimated amount of deferred tax charges may not be netted against
deferred tax assets that are not recognised in the financial statements.
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Article 17

Other deductions for capital instruments of financial institutions for the purposes of
Article 36(3) of Regulation (EU) No 575/2013

3. The deductions referred to in paragraph 1 shall not apply in the following cases:

(@  where the financial institution is authorised and supervised by a competent
authority and subject to prudential requirements equivalent to those applied to
institutions under Regulation (EU) No 575/2013. This approach shall be
applied to third country financial institutions only where an equivalence
assessment of the prudential regime of the third country concerned has been
performed under that regulation and where it has been concluded that the
prudential regime of the third country concerned is at least equivalent to that
applied in the Ynien-United Kingdom;

(b)  where the financial institution is an authorised electronic money institution as
deflned in requlatlon 2(1) of the EIectronlc Money Requlatlons 2011W|th+nthe

(©) where the financial institution is a-an authorised payment institution as defined
in requlatlon 2(1) of the Payment Services Requlatlons 2017W|thm—the

(d)  where the financial institution is a UK AIFM an-alternative—investmentfund

managerwithin-the-meaning-of-Article-4(1)-of as defined in requlation 2(1) of
the Alternative Investment Fund Managers Requlations 2013Birective
20116 HEU-of the European-Parliament and-of the Council-or a management

company withinthe-meaning-of-Article2(-of Directive 2009/65/EC ot the
European-Parliament-and-of-the Couneci—as defined in section 237(2) of the

Financial Services and Markets Act 2000.

Article 18

Capital instruments of third country insurance and reinsurance undertakings for the
purposes of Article 36(3) of Regulation (EU) No 575/2013

1. Holdings of capital instruments of third country insurance and reinsurance
undertakings that are subject to a solvency regime that either

a. before exit day, has been assessed as non-equivalent to that laid down in Title
I, Chapter VI of Directive 2009/138/EC according to the procedure set out in
Avrticle 227 of that Directive and that assessment has not, on or after exit day,
been revoked by the Treasury,
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b. on or after exit day, has been assessed as non-equivalent to that laid down in
the laws of the United Kingdom that implemented Title I, Chapter VI of
Directive 2009/138/EC according to the procedure set out in Article 379A of
the Solvency Il Delegated Regulation (EU) 2015/35, or, where assessed as
non-equivalent by the PRA according to the procedure in Regulation 19 of the
Solvency 2 Requlations 2015; or

C. that has not been assessed,
shall be deducted as follows:

2. Where the solvency regime of the third country including rules on own funds, has:-

a. before exit day, been assessed as equivalent to that laid down in Title I,
Chapter VI of Directive 2009/138/EC according to the procedure set out in
Article 227 of that Directive and that assessment has not, on or after exit day,
been revoked by the Treasury; or

=

on or after exit day, been assessed as equivalent to that laid down in the laws
of the United Kingdom that implemented Title I, Chapter VI of Directive
2009/138/EC according to the procedure set out in Article 379A of the
Solvency Il Delegated Regulation (EU) 2015/35, or, where assessed as
equivalent by the PRA according to the procedure in Regulation 19 of the
Solvency 2 Regulations 2015, holdings of capital instrument of the third-
country insurance or reinsurance undertakings shall be treated as holdings of
capital instruments of insurance or reinsurance undertakings authorised
accordance-with-Article 14-of Directive-2009/138/ECwithin the meaning of
‘insurance undertaking’ and ‘reinsurance undertaking’ in section 417(1) of the
Financial Services and Markets Act 2000.

Article 19

Capital instruments of undertakings excluded from the scope of Directive 2009/138/EC
for the purposes of Article 36(3) of Regulation (EU) No 575/2013

Holdings of capital instruments of undertakings—excluded—from—the—scope—ofDirective
2009/138/ECin—accordance—with-Article4—of that Directive—undertakings within Article

4(1)(27)(k) of Requlation (EU) No 575/2013 shall be deducted as follows:
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SECTION 2
Conversion or write-down of the principal amount

Article 21

Nature of the write-up of the principal amount following a write-down for the purposes
of Article 52(1)(n) and Article 52(2)(c)(ii) of Regulation (EU) No 575/2013

1. The write-down of the principal amount shall apply on a pro rata basis to all holders
of Additional Tier 1 instruments that include a similar write-down mechanism and an
identical trigger level.

2. For the write-down to be considered temporary, all of the following conditions shall
be met:

)] the sum of any write-up amounts and payments of coupons on the reduced
amount of the principal shall be treated as a payment that results in a reduction
of Common Equity Tier 1 and shall be subject, together with other
distributions on Common Equity Tier 1 instruments, to the restrictions relating
to the Maximum Distributable Amount as referred to in_Directive 2013/36/EU
UK law which implemented Article 141(2) of Directive 2013/36/EU—as

transposed n national law or regulation.

Article 24a

Distribution on Own Funds Instruments — Broad Market Indices

1. An interest rate index shall be deemed to be a broad market index if it fulfils all of the
following conditions:

(©) it is calculated as an average rate by a body independent of the institutions that
are contributing to the index (‘panel’);

(e) the composition of the panel referred to in point (c) ensures a sufficient level
of representativeness of institutions present in the United Kingdom Mewmber
State .

2. For the purposes of point (e) of paragraph 1, a sufficient level of representativeness
shall be deemed to be achieved in either of the following cases:

(@ where the panel referred to in point (c) of paragraph 1 includes at least 6
different contributors before any discount of quotes is applied for the purposes
of setting the rate;

(b) where all of the following conditions are met:

(1) the panel referred to in point (c) of paragraph 1 includes at least 4
different contributors before any discount of quotes is applied for the
purposes of setting the rate;.
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(i) the contributors to the panel referred to in point (c) of paragraph 1
represent at least 60 % of the related market.

3. The related market referred to in point (b)(ii) of paragraph 2 shall be the sum of assets
and liabilities of the effective contributors to the panel in the domestic currency
divided by the sum of assets and liabilities in the domestic currency of credit
institutions in the United Kingdom relevant—Member—State, including branches
established in the United Kingdom Member-State, and money market funds in the
United Kingdom —+elevant-Member-State.

Article 29

Submission of application by the institution to carry out redemptions, reductions and
repurchases for the purposes of Article 77 and Article 78 of Regulation (EU) No
575/2013 and appropriate bases of limitation of redemption for the purposes of

paragraph 3 of Article 78 of Regulation (EU) No 575/2013

3. In the case of a repurchase of Common Equity Tier 1 instruments, Additional Tier 1
instruments or Tier 2 instruments for market making purposes, competent authorities
may give their permission in accordance with the criteria set out in Article 78 of
Regulation (EU) No 575/2013 in advance to actions listed in Article 77 of that
Regulation for a certain predetermined amount.

@) For Common Equity Tier 1 instruments, that amount shall not exceed the
lower of the following amounts:

1) 3% of the amount of the relevant issuance;

(2) 10% of the amount by which Common Equity Tier 1 capital exceeds
the sum of the Common Equity Tier 1 capital requirements pursuant to
Article 92 of Regulation (EU) No 575/2013, the specific own funds
requirements referred to in requlation 34(1) of the Capital
Requirements Regulations 2013Asticle—104{1)(a)—of—Directive
2013/36/EY and the combined buffer requirement as defined in
regulation 2(1) of the Capital Requirements (Capital Buffers and

Macro-prudential Measures) Reqgulations 2014peint{6)-ofArticle 128
of that Directive.

Article 34a

Minority interests included in consolidated Common Equity Tier 1 capital

3. Where the subsidiary complies with the provisions of Part Three of Regulation (EU)
No 575/2013 on the basis of its consolidated situation the following treatment shall
apply:

@ the Common Equity Tier 1 capital of that subsidiary on its consolidated basis

referred to in point (a) of Article 84(1) of Regulation (EU) No 575/2013 shall
include the eligible minority interests that arise from its own subsidiaries
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calculated pursuant to Article 84 of Regulation (EU) No 575/2013 and the
provisions laid down in this Regulation;

(b)  for the purpose of the sub-consolidation calculation, the amount of Common
Equity Tier 1 capital required according to point (i) of Article 84(1)(a) of
Regulation (EU) No 575/2013 shall be the amount required to meet the
Common Equity Tier 1 requirements of that subsidiary at the level of its
consolidated situation calculated in accordance with point (a) of Article 84(1)
of that Regulation. The specific own funds requirements referred to in-Article
104-of Directive-2013/36/EY shall be the ones set by the competent authority
of the subsidiary under regulation 34 of the Capital Requirements Regulations
2013;

CHAPTER Va
OWN FUNDS BASED ON FIXED OVERHEADS

Article 34b

Calculation of the eligible capital of at least one quarter of the fixed overheads of the
preceding year for the purposes of Article 97(1) of Regulation (EU) No 575/2013

1. For the purposes of this Chapter, ‘firm’ means an entity referred to in point (2)(c) of
Article 4(1) of Regulation (EU) No 575/2013 that provides the investment services
and activities listed in paragraphs 2 and 4 of Part 3 of Schedule 2 to the Financial
Serwces and Markets Act 2000 (Requlated Actlvmes) Order 2001 pmms—@—and—g—)

th&Ge&neH or an mvestment f|rm

2. For the purposes of Article 97(1) of Regulation (EU) No 575/2013, firms shall
calculate their fixed overheads of the preceding year, using figures resulting from the
applicable accounting framework, by subtracting the following items from the total
expenses after distribution of profits to shareholders in their most recent audited
annual financial statements, or, where audited statements are not available, in annual
financial statements validated by national supervisors:

)] fees to tied agents as defined in point 29 of Article 4 of Directive 2014/65/EU
point25-of- Article-4-of Directive-2004/39/EC, where applicable;
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Annex G

CLOSE CORRESPONDENCE BETWEEN VALUE OF COVERED BONDS
AND AN INSTITUTION’S ASSETS

7 MODIFICATION TO PART 2 (PRA) OF EU REGULATION 2014/523

71 In this Annex, new text is underlined and deleted text is struck through:

7.2 Part 2 (PRA) of EU Regulation 523/20214 means Article 1 of Commission Delegated
Regulation (EU) No 523/2014 of 12 March 2014 supplementing Regulation (EU) No 575/2013
of the European Parliament and of the Council with regard to regulatory technical standards
for determining what constitutes the close correspondence between the value of an
institution's covered bonds and the value of the institution's assets as it forms part of domestic
law by virtue of section 3 of the Act and this Instrument, is modified as follows:

Article 1
Definitions
The following definitions shall apply:

1) ‘covered bond” means a CRR covered bond, within the meaning of Article
4(1)(128A) of Requlation (EU) No 575/2013means—a-bend-asreferred-to-in

Article 52(4) of Directive 2009/65/EC;
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Annex H

DEFINITION OF “MARKET” FOR THE PURPOSES OF CALCULATING A NET POSITION IN
EQUITY INSTRUMENTS

8 MODIFICATION TO PART 2 (PRA) OF EU REGULATION 2014/525

8.1 In this Annex, new text is underlined and deleted text is struck through.

8.2 Part 2 (PRA) of EU Regulation 525/2014 means Article 1 of Commission Delegated
Regulation (EU) No 525/2014 of 12 March 2014 supplementing Regulation (EU) No 575/2013
of the European Parliament and of the Council with regard to regulatory technical standards
for the definition of market as it forms part of domestic law by virtue of section 3 of the Act and
this Instrument, is modified as follows:

Article 1

Definition of ‘market’ for the purpose of calculating the overall net position in equity
instruments referred to in Article 341(2) of Regulation (EU) No 575/2013

The term ‘market’ shall mean: all equities listed in stock markets located within a national
jurisdiction.
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Annex |

MATERIALITY OF MODEL EXTENSIONS AND CHANGES

9 MODIFICATION TO PART 2 (PRA) OF EU REGULATION 2014/529

9.1 Part 2 (PRA) of EU Regulation 529/2014 means Commission Delegated Regulation (EU) No
529/2014 of 12 March 2014 supplementing Regulation (EU) No 575/2013 of the European
Parliament and of the Council with regard to regulatory technical standards for assessing the
materiality of extensions and changes of the Internal Ratings Based Approach and the
Advanced Measurement Approach, as it forms part of domestic law by virtue of section 3 of
the Act and this Instrument, is modified as follows:

9.1.1 In Articles 4, 6 and 7a, and Annex Il, for “EU parent institution” substitute “UK parent
institution”; and

9.1.2 In paragraph 2(b) of Section 1 of Part |l of Annex Il, delete the words “20(1)(b) and”.
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Annex J

SUPERVISORY REPORTING

10 MODIFICATIONS TO PART 2 (PRA) OF EU REGULATION 2014/680

10.1 In this Annex, new text is underlined and deleted text is struck through.

10.2 Part 2 (PRA) of EU Regulation 680/2014 means Commission Implementing Regulation (EU)
No 680/2014 of 16 April 2014 laying down implementing technical standards with regard to
supervisory reporting of institutions according to Regulation (EU) No 575/2013 of the
European Parliament and of the Council as it forms part of domestic law by virtue of section 3
of the Act and this Instrument, is modified as follows:

Article 2

Reporting reference dates

3. Where institutions are permitted by the law of the United Kingdom (or any part of it)
nattenal-aws to report their financial information based on their accounting year-end
which deviates from the calendar year, reporting reference dates may be adjusted
accordingly, so that reporting of financial information is done every three, six or
twelve months from their accounting year-end, respectively.

Article 3

Reporting remittance dates

2. If the remittance day is a public holiday in the United Kingdom Mewmber-State-of the
competent-autherity-to-which-thereport-is-to-beprevided, or a Saturday or a Sunday,

data shall be submitted on the following working day.

Article 5

Format and frequency of reporting on own funds and on own funds requirements for
institutions on an individual basis, except for investment firms subject to article 95 and
96 of Regulation (EU) No 575/2013

In order to report information on own funds and on own funds requirements according to
Acrticle 99 of Regulation (EU) No 575/2013 on an individual basis, institutions shall submit
all the information listed in paragraphs (a) and (b).

@) Institutions shall submit the following information with a quarterly frequency:

4 the information on the geographical distribution of exposures by
country as specified in template 9 of Annex |, according to the
instructions in Part Il point 3.4 of Annex Il, where non-domestic

original exposures in all ‘non-domestic’ countries in all exposures
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classes, as reported in row 850 of template 4 of Annex I, are equal or
higher than 10 % of total domestic and non-domestic original
exposures as reported in row 860 of template 4 of Annex I. For this
purpose exposures shall be deemed to be domestic where they are
exposures to counterparties located in the MemberState—where—the
institution—istecated-United Kingdom. The entry and exit criteria of
Article 4 shall apply;

(b) Institutions shall submit the following information with a semi-annual
frequency:

(2)  the information on material losses stemming from operational risk
events as follows:

(b) institutions which calculate the own funds requirements relating
to operational risk in accordance with Chapter 3 of Title Il of
Part Three of Regulation (EU) No 575/2013 and that meet at
least one of the following criteria shall report this information
as specified in templates 17.01 and 17.02 of Annex | in
accordance with the instructions in point 4.2 of Part Il of Annex
I

(i) the ratio of the individual balance sheet total to the sum
of individual balance sheet totals of all institutions
within the same-Member-State-United Kingdom is equal
to or above 1 %, where balance sheet total figures are
based on year-end figures for the year before the year
preceding the reporting reference date;

(i) the total value of the institution's assets exceeds EUR 30
billion;
(iii)  the total value of the institution's assets exceeds both

EUR 5 billion and 20 % of the GDP of the Member
State-where-it-is-established-United Kingdom;

(iv)  the institution is one of the three largest institutions

established in a—particular—Member—State—the United
Kingdom measured by the total value of its assets;
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Article 6

Format and frequency of reporting on own funds and own funds requirements on a
consolidated basis, except for groups which only consist of investment firms subject to
articles 95 and 96 of Regulation (EU) No 575/2013

In order to report information on own funds and own funds requirements according to Article
99 of Regulation (EU) No 575/2013 on a consolidated basis, institutions in the United
Kingdom a-Member-State shall submit:

Article 9

Format and frequency of reporting on financial information for institutions subject to
Article 4 of Regulation (EC) No 1606/2002 and other credit institutions applying
Regulation (EC) No 1606/2002 on a consolidated basis

1. In order to report financial information on a consolidated basis according to Article
99(2) of Regulation (EU) No 575/2013, institutions established in a-Member-State-the
United Kingdom shall submit the information specified in Annex 11l on a consolidated
basis, according to the instructions in Annex V and the information specified in
Annex VIII on a consolidated basis, according to the instructions in Annex IX.

Article 10

Format and frequency of reporting on financial information for credit institutions
applying Regulation (EC) No 1606/2002 on a consolidated basis, by virtue of Article
99(3) Regulation (EU) No 575/2013

Where a competent authority has extended the reporting requirements of financial
information on a consolidated basis to institutions in-a-Member-State-the United Kingdom in
accordance with Article 99(3) Regulation (EU) No 575/2013, institutions shall submit
financial information according to Article 9.

Article 11

Format and frequency of reporting on financial information for institutions applying
national accounting frameworks developed under Directive 86/635/EEC UK law on a
consolidated basis

1. Where a competent authority has extended the reporting requirements of financial
information on a consolidated basis to institutions established in a-Member-State-the
United Kingdom in accordance with Article 99(6) Regulation (EU) No 575/2013,
institutions shall submit the information specified in Annex IV on a consolidated
basis, according to the instructions in Annex V and the information specified in
Annex VIII on a consolidated basis, according to the instructions in Annex IX.
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Article 12
3=
Article 16a
Format and frequency of reporting on asset encumbrance on an individual and a
consolidated basis
4. Institutions shall only be required to report the information in Part D of Annex XVI
where they issue CRR covered bonds within the meaning of Article 4(1)(128A) of
Requlatlon (EU) No 575/2013%%%49%%%@%@%&%%
Article 16b
2. By way of derogation from paragraph 1, an institution may report the information on

additional liquidity monitoring metrics with a quarterly frequency where all of the
following conditions are met:

(b)  the ratio of the individual balance sheet total of the institution to the sum of
individual balance sheet totals of all institutions in the United Kingdom

respective-Member-State is below 1 % for two consecutive years preceding the

year of reporting;

(©) the institution has total assets, calculated in accordance with the law of the
United Kingdom (or any part of it) which, immediately before exit day,
implemented Council Directive 86/635/EEC, as that law has effect on exit day,
of less than EUR 30 billion.
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Annex K

DISCLOSURES TO IDENTIFY GLOBAL SYSTEMICALLY IMPORTANT INSTITUTIONS

11 MODIFICATIONS TO PART 2 (PRA) OF EU REGULATION 1030/2014

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

11.2 Part 2 (PRA) of EU Regulation 1030/2014 means Article 3 of Commission Implementing
Regulation (EU) No 1030/2014 of 29 September 2014 laying down implementing technical
standards with regard to the uniform formats and date for the disclosure of the values used to
identify global systemically important institutions according to Regulation (EU) No 575/2013 of
the European Parliament and of the Council as it forms part of domestic law by virtue of
section 3 of the Act and this Instrument, is modified as follows:

Article 2
Date of disclosure

The PRA or FCA, as applicable Relevantautherities may allow institutions whose financial
year-end is 30 June to report indicator values based on their position at 31 December.

Article 3
Disclosure location
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Annex L

DETERMINING OVERALL EXPOSURE TO CLIENT OR GROUP OF CONNECTED CLIENTS IN

RESPECT OF TRANSACTIONS WITH UNDERLYING ASSETS

12

MODIFICATION TO PART 2 (PRA) OF EU REGULATION 2014/1187

12.1
12.2

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

Part (2) (PRA) of EU Regulation 1187/2014 means Article 7 of Commission Delegated
Regulation (EU) 1187/2014 of 2 October 2014 supplementing Regulation (EU) No 575/2013
of the European Parliament and of the Council as regards regulatory technical standards for
determining the overall exposure to a client or a group of connected clients in respect of
transactions with underlying assets as it forms part of domestic law by virtue of section 3 of
the Act and this Instrument, is modified as follows:

Article 7
Additional exposure constituted by the structure of a transaction

The condition in point (a) of paragraph 1 shall be considered to be met where the
transaction is one of the following:

@ a UK UCITS as defined in—Article—1{2)—of Directive2009/65/EC—under
section 237 of the Financial Services and Markets Act 2000;

(b) an undertaking established in a third country, that carries out activities similar
to those carried out by a UK UCITS and which is subject to supervision
pursuant te-a-Jrion-legislative-act-orpursuant-te legislation of a third country
which applies supervisory and regulatory requirements which are at least
equivalent to those applied in the Yaier UK to UK UCITS.
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Annex M

DISCLOSURE OF INFORMATION ON THE COUNTER-CYCLICAL CAPITAL BUFFER

13 MODIFICATIONS TO PART 2 (PRA) OF EU REGULATION 2015/1555

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

13.2 Part 2 (PRA) of EU Regulation 2015/1555 means Commission Delegated Regulation (EU)
2015/1555 of 28 May 2015 supplementing Regulation (EU) No 575/2013 of the European
Parliament and of the Council with regard to regulatory technical standards for the disclosure
of information in relation to the compliance of institutions with the requirement for a
countercyclical capital buffer in accordance with Article 440 as it forms part of domestic law by
virtue of section 3 of the Act and this Instrument, is modified as follows:

Article 1
Subject matter

Pursuant to Article 440 of Regulation (EU) No 575/2013, this Regulation specifies the
disclosure requirements for institutions in relation to their compliance with the requirement
for a countercyclical capital buffer referred to in Part 3 of the Capital Requirements (Capital
Buffers and Macro-prudential Measures) Reqgulations 2014Chapter4-of Fitle\ H-of Directive
2013/36/EU.
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Annex N

TRANSITIONAL TREATMENT OF EQUITY EXPOSURES

14 MODIFICATIONS TO PART 2 (PRA) OF EU REGULATION 2015/1556

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

142 Part 2 (PRA) of EU Regulation 2015/1556 means Article 1 of Commission Delegated
Regulation (EU) 2015/1556 of 11 June 2015 supplementing Regulation (EU) No 575/2013 of
the European Parliament and of the Council with regard to regulatory technical standards for
the transitional treatment of equity exposures under the IRB approach as it forms part of
domestic law by virtue of section 3 of the Act and this Instrument, is modified as follows:

Article 1

Competent authorities may afford to institutions and EY-United Kingdom subsidiaries of
institutions the exemption from the IRB treatment referred to in Article 495(1) of Regulation
(EU) No 575/2013 only with regard to those categories of their equity exposures that on 31
December 2013 were already benefiting from an exemption from the IRB treatment.
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Annex O

MATERIALITY THRESHOLD FOR CREDIT OBLIGATIONS PAST DUE

15 MODIFICATIONS TO PART 2 (PRA) OF EU REGULATION 2018/171

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

15.2  Part 2 (PRA) of EU Regulation 2018/171 means Articles 4 and 5 of Commission Delegated
Regulation (EU) 2018/171 of 19 October 2017 on supplementing Regulation (EU) No
575/2013 of the European Parliament and of the Council with regard to regulatory technical
standards for the materiality threshold for credit obligations past due, as they form part of
domestic law by virtue of section 3 of the Act and this Instrument, are modified as follows:

Article 4

Article 5
Updating of the materiality thresholds

Where the absolute component of the materiality threshold is set in a currency other than the
euro and where, due to volatility of currency exchange rates, the equivalent of that
component is higher than 100 EUR for retail exposures or 500 EUR for exposures other than
retail exposures, the threshold shall remain unchanged, unless the—competent—authority
substantiatesto-EBA-that the materiality threshold no longer reflects a level of risk that the
competent authority considers to be reasonable.
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Annex P

EXCLUDING TRANSACTIONS WITH NON-FINANCIAL COUNTERPARTIES ESTABLISHED IN A
THIRD-COUNTRY FROM THE OWN FUNDS REQUIREMENT FOR CREDIT VALUATION
ADJUSTMENT RISK

16 MODIFICATIONS TO Part 2 (PRA) of Regulation 2018/728

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

16.2  Part 2 (PRA) of Regulation 2018/728 of Article 1 of Commission Delegated Regulation (EU)
2018/728 of 24 January 2018 supplementing Regulation (EU) No 575/2013 of the
European Parliament and of the Council with regard to regulatory technical standards for
procedures for excluding transactions with non-financial counterparties established in a
third country from the own funds requirement for credit valuation adjustment risk, as it forms
part of domestic law by virtue of section 3 of the Act and this Instrument, is modified as
follows:

Article 1

1. For the purposes of point (a) of Article 382(4) of Regulation (EU) No 575/2013,
institutions shall consider as non-financial counterparties established in a third country,
counterparties that meet both of the following conditions:

@) they are established in a third country;

(b)  they would qualify as a non-financial counterparty within the meaning of point
(9) of Article 2 of Regulation (EU) No 648/2012 if they were established in
the Unien-United Kingdom.
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EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (CAPITAL REQUIREMENTS) (EU EXIT)
(No 2) INSTRUMENT [YEAR]

Powers exercised

A. The Prudential Regulation Authority (‘the PRA”), being the appropriate regulator within the
meaning of the Financial Regulators’ Powers (Technical Standards etc) (Amendment etc) (EU
Exit) Regulations 2018 (“the Regulations”), having carried out consultations required by regulation
5 of the Regulations and with the approval of the Treasury, makes this instrument in exercise of
the power conferred by regulation 3 of the Regulations.

Pre-conditions to making

B. The PRA is the appropriate regulator for the EU regulations specified in Part 2 of the Schedule to
the Regulations.

C. The PRA has consulted [the Bank of England and Financial Conduct Authority] in accordance
with regulation 5.

D. A draft of this instrument has been approved by the Treasury, the Minister considering that it
makes appropriate provision to prevent, remedy or mitigate any failure of retained EU law to
operate effectively, or any other deficiency in retained EU law, arising from the withdrawal of the
United Kingdom from the European Union.

Interpretation

E. In this instrument —

(a) “the Act” means the European Union (Withdrawal) Act 2018.

(b) “the Capital Requirements EU Regulations” means the EU Regulations specified in
Part 4 of the Schedule to the Regulations under the headings “Capital Requirements
Directive” and “Capital Requirements Regulation”;

(c) “exit day” has the meaning given in the Act

Modifications

F. In each of the EU Regulations specified in Part 2 of the Schedule to the Regulations, under the
headings “Capital Requirements Directive” and “Capital Requirements Regulation” omit the words
“This Regulation shall be binding in its entirety and directly applicable in all Member States”.

G. Additionally, the PRA makes the modifications contained in the Annex listed in column (2) to the
corresponding Capital Requirements EU Regulation listed in column (1) below.

(1) (2)

Commission Delegated Regulation 1222/2014 A

Commission Delegated Regulation 2016/709 B

Commission Delegated Regulation 2017/1230 C
Commencement

H. This instrument comes into force on exit day.
Citation

I. This instrument may be cited as the Technical Standards (Capital Requirements) (EU Exit) (No.2)
Instrument [YEAR].
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By order of the Prudential Regulation Committee
[DATE]
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Annex A

GLOBAL SYSTEMICALLY IMPORTANT INSTITUTIONS

1 MODIFICATIONS TO EU REGULATION 1222/2014

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

1.2 Commission Delegated Regulation (EU) 1222/2014 with regard to regulatory technical
standards for the specification of the methodology for the identification of global systemically
important institutions and for the definition of subcategories of global systemically important
institutions as it forms part of domestic law by virtue of section 3 of the Act, is modified as
follows:

Article 1

Subject matter and scope

This Regulation specifies the methodology in accordance with which the authority-referred-te
inrArticle 13 H-of Directive 2013/36/EU-(hereinafter referred-to-as—relevant authorityy-efa
Member-State shall identify, on a consolidated basis, a relevant entity as a global systemically
important institution (G-SII), and the methodology for the definition of subcategories of G-
Slls and the allocation of G-Slls to those subcategories based on their systemic significance
and, as part of the methodology, timelines and data to be used for the identification.

Article 2
Definitions
For the purpose of this Regulation, the following definitions apply:

(1) ‘Relevant entity’ means ar-EUJ-a UK parent institution or EJ-a UK parent
financial holding company or EbJ-a UK parent mixed financial holding
company or an institution that is not a subsidiary of an-EY a UK parent
institution or EJ-a UK parent financial holding company or EJ-a UK parent
mixed financial holding company;

4) ‘Cut-off score’ means a score value determining the lowest boundary and the
boundaries between the five-subcategories as-defined referred to in regulation

24 of the 2014 Reqgulations Article-131(9)-of Directive 2013/36/EU;

(6)  ‘the 2014 Regulations’ means the Capital Requirements (Capital Buffers and
Macro-Prudential Measures) Regulations 2014 (S.1. 2014/894);

(7) ‘relevant authority’ means the PRA.
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Article 3

Common parameters for the methodology

1. The EBA shall identify a sample of institutions or groups whose indicator values are
to be used as reference values representing the global banking sector for the purpose
of calculating the scores, taking into account internationally agreed standards, in
particular the sample used by the Basel Committee on Banking Supervision for the

|dent|f|cat|on of global systemically |mportant banks and shall notify relevant

3. The EBA shall compute the denominators;-based-en-the-indicatorvaluesreported-by
therelevantautherity-pursuant-to-paragraph-2, taking into account internationally
agreed standards, in particular the denominators published by the Basel Committee on
Banking Supervision for that year-and-netify-them-to-relevant-autherities. The
denominator of an indicator shall be the aggregate amount of the indicator values
across all relevant entities and banks authorised in third countries in the sample;-as

Article 4

Identification procedure

1. The relevant authority shall calculate the scores of the relevant entities that are
included in the sample identified in accordance with Article 3(1) netiﬁed—ley—the—EBA
- hot

later than 15 December of each year Where%hereiexr&n{eaumemy—rmheexereiseef

Article 5
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Identification as G-SlI, determination of the scores and allocation to subcategories

1. The indicator values shall be based on reported data of the relevant entity of the
preceding financial year-end, on a consolidated basis, and for banks authorised in
third countries on data disclosed in accordance with internationally agreed standards.
The Rrelevant authorityies may use indicator values of relevant entities whose
financial year-end is 30 June based on their position on 31 December.

2. The relevant authority shall determine the score of each relevant entity of the sample
as the simple average of the category scores subject to a maximum category score of
500 base points for the category measuring the substitutability. Each category score
shall be calculated as the simple average of the values resulting from dividing each of
the indicator values of that category by the denominator of the indicator retified-by
the EBA computed in accordance with Article 3(3). The scores shall be expressed in
base points and shall be rounded to the nearest whole base point.

4. The relevant authority shall identify a relevant entity as a G-SII where the score of
that entity is equal to or higher than the lowest cut-off score. A decision to designate a
relevant entity as a G-SlI in the exercise of sound supervisory judgment in accordance
with regulation 25(a) of the 2014 Requlations Article-131{10}{b)-ef Directive
2013/36/EU shall be based on an assessment of whether its failure would have a
significant negative impact on the global financial market and the global economy.

5. The relevant authority shall allocate a G-SlI to a subcategory in accordance with its
score. A decision to re-allocate a G-SlII from a lower subcategory to a higher
subcategory in the exercise of sound supervisory judgment in accordance with
regulation 25(b) of the 2014 Regulations Atticle-131{10)(a);-of Directive 2013/36/EU
shall be based on an assessment whether its failure would have a higher negative
impact on the global financial market and the global economy.

Article 6

Indicators

6. For data reported in currencies other than the Euro, the relevant authority shall use an
approprlate exchange rate taklng mto account the—eefeeasreee*ehange—mepulelrreheel

, pd-international standards.

For the payment activity indicator as referred to in paragraph 3(b), the relevant

authority shall use the average exchanges rates for the relevant year.
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Annex B

LIQUIDITY: CURRENCIES WITH CONSTRAINTS ON THE AVAILABILITY OF LIQUID ASSETS

2 MODIFICATIONS TO EU REGULATION 2016/709

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

2.2 Article 4 of Commission Delegated Regulation (EU) 2016/709 of 26 January 2016
supplementing Regulation (EU) No 575/2013 of the European Parliament and of the Council
with regard to regulatory technical standards specifying the conditions for the application of
the derogations concerning currencies with constraints on the availability of liquid assets as it
forms part of domestic law by virtue of section 3 of the Act, is modified as follows:

Article 4

Application of the derogation provided for in Article 419(2)(a) of Regulation (EU) No
575/2013

3. An institution shall ensure that its foreign exchange risk management framework
meets the following conditions:

@) currency mismatches resulting from the use of the derogation provided for in
Article 419(2)(a) of Regulation (EU) No 575/2013 are adequately measured,
monitored, controlled and justified;

(b) liquid assets inconsistent with the distribution by currency of liquidity outflows
after the deduction of inflows can be liquidated in pounds Sterling-the-eurreney-of

the-Member-State-of therelevantcompetent-authority-whenever necessary;,

(©) historical evidence relating to stress periods supports the conclusion that the
institution is able to promptly liquidate the assets referred to in point (b).

4. An institution which uses liquid assets in a currency other than the-eurrency—of-the
Member-State-of therelevant-competent-autherity-pounds Sterling to cover liquidity
needs in-the-tatter-curreney-pounds Sterling shall apply a haircut of 8 % to the value of
those assets in addition to any haircut applied in accordance with Article 418 of
Regulation (EU) No 575/2013.

Where the liquid assets are denominated in a currency that is not actively traded in global
foreign exchange markets, the additional haircut shall be the higher of 8 % and the largest
monthly exchange rate movement between both currencies in the 10 years prior to the
relevant reporting reference date.

Where the—currency—of-the Member—State—of-therelevant-competent—autherity the pound

Sterling is formally pegged to another currency under a mechanism in which the central
banks of both currencies are bound to support the currency peg, the institution may apply a
haircut equal to the width of the exchange rate band.
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Annex C

LIQUIDITY; CRITERIA FOR THE APPLICATION OF A PREFERENTIAL LIQUIDITY OUTFLOW OR
INFLOW RATE FOR CROSS-BORDER UNDRAWN CREDIT OR LIQUIDITY FACILITIES

3 MODIFICATIONS TO EU REGULATION 2017/1230

3.1 Commission Delegated Regulation (EU) 2017/1230 of 31 May 2017 supplementing
Regulation (EU) No 575/2013 of the European Parliament and of the Council with regard to
regulatory technical standards further specifying the additional objective criteria for the
application of a preferential liquidity outflow or inflow rate for cross-border undrawn credit or
liquidity facilities within a group or an institutional protection scheme as it forms part of
domestic law by virtue of section 3 of the Act, is modified as follows:

3.1.1  The words “or an institutional protection scheme” are omitted from its title.

3.1.2 In Articles 2 and 3 new text is underlined and deleted text is struck through:

Article 2
Low liquidity risk profile of the liquidity provider and receiver

1. The low liquidity risk profile referred to in point (a) of Article 29(2) and in point (a) of
Article 34(2) of Delegated Regulation (EU) 2015/61 shall satisfy the following
conditions:

@) the liquidity provider and receiver have complied with the required level of
the liquidity coverage ratio as set out in Articles 4 and 38 of Delegated
Regulation (EU) 2015/61, as well as any liquidity-related supervisory
requirements or measures applied pursuant to Directive 2013/36/EU UK
law that implemented Title VII, Chapter 2, Sections Il and IV of Directive
2013/36/EU, on an on-going basis and for at least 12 months prior to the
authorisation to apply the preferential outflow or inflow rate for undrawn
credit or liquidity facilities pursuant to Article 29(1) and Article 34(1) of
Delegated Regulation (EU) 2015/61;

(b) the liquidity provider and receiver's liquidity positions pose a low level of
risk according to the latest supervisory review and evaluation process
conducted in accordance with_ Directive 2013/36/EU UK law that
implemented Title V11, Chapter 2, Section 111 of Directive 2013/36/EU.

For the purposes of determining whether the condition referred to in point (a) of this
paragraph is satisfied, the required level of the liquidity coverage ratio shall be calculated on
the basis that the preferential liquidity outflow or inflow rate applied during the twelve month
period referred to in that point.

2. Where the liquidity provider or receiver has been granted permission from the relevant
competent authorities to waive the condition set out in point (d) of Article 29(1) and
point (d) of Article 34(1) of Delegated Regulation (EU) 2015/61 and a liquidity provider
or receiver does not meet or expects not to meet the required level of the liquidity
coverage ratio set out in Articles 4 and 38 of that Delegated Regulation, or any liquidity
related supervisory requirements or measures applied under_Directive 2013/36/EU UK
law that implemented Title V11, Chapter 2, Sections Il and IV of Directive 2013/36/EU,
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it shall immediately notify the relevant competent authorities and include a description of
the effects of such failure to meet that liquidity coverage ratio or any liquidity related
supervisory requirements or measures on the corresponding preferential outflow or
inflow rate applied to its counterparty.

In this Article, “Directive 2013/36/EU UK law” means the law of the United Kingdom
(or any part of it) which, immediately before exit day, implemented Directive
2013/36/EU as it has effect on exit day.

|1

Article 3

Legally binding agreements and commitments between the group entities regarding the
undrawn credit or liquidity line

4. If the remaining maturity referred to in point (e) of paragraph 1 falls below six months or
a notice for cancellation of the credit or liquidity line is given, credit institutions shall
immediately notify the relevant competent authorities. Those authorities shall determine
whether the preferential outflow or inflow rates continue to apply-ir-acecordance-with-the

process referred to in point {b) of Article 20(1) of Regulation (EU) No 575/2013.



25 October 2018: This is part of CP26/18 ‘UK withdrawal from the EU: Changes to PRA Rulebook and onshored Binding Technical Standards' available at:
http://www.bankofengland.co.uk/prudential-regulation/publication/2018/uk-withdrawal-from-the-eu-changes-to-pra-rulebook-and-onshored-bts
UK withdrawal from the EU: changes to PRA Rulebook and onshored BTS October 2018 273

EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (CAPITAL REQUIREMENTS) (EU EXIT)
(No. 3) INSTRUMENT [YEAR]

Powers exercised

A. The Prudential Regulation Authority (‘the PRA”), being the appropriate regulator within the
meaning of the Financial Regulators’ Powers (Technical Standards etc.) (Amendment etc.) (EU
Exit) Regulations 2018 (“the Regulations”), with the consent of the Financial Conduct Authority
(“the FCA”) having carried out the consultations required by regulation 5 of the Regulations and
with the approval of the Treasury, makes this instrument in exercise of the powers conferred by
regulation 3 of the Regulations.

Pre-conditions to making

B. The PRA and the FCA are the appropriate regulators for the Capital Requirements EU
Regulations specified in Part 4 of the Schedule to the Regulations.

C. The PRA proposes to exercise the power in regulation 3 of the Regulations to modify the Capital
Requirements EU Regulations.

D. The FCA has been consulted on the modifications contained in Annex A to this instrument in
accordance with regulation 5 of the Regulations and has consented to the modifications contained
in Annex A to this instrument in accordance with regulation 3(2) of the Regulations.

E. A draft of this instrument has been approved by the Treasury, the Minister considering that it
makes appropriate provision to prevent, remedy or mitigate any failure of retained EU law to
operate effectively, or any other deficiency in retained EU law, arising from the withdrawal of the
United Kingdom from the European Union.

Interpretation

F. In this instrument —

(a) “the Act” means the European Union (Withdrawal) Act 2018;

(b) “the Capital Requirements EU Regulations” means the EU Regulations specified in
Part 4 of the Schedule to the Regulations under the headings “Capital Requirements
Directive” and “Capital Requirements Regulation”.

(c) “exit day” has the meaning given in the Act;

(d) “the FCA” means the Financial Conduct Authority.

Modifications

G. The PRA deletes the Capital Requirements EU Regulations listed below.

Commission Delegated Regulation (EU) 524/2014

Commission Implementing Regulation (EU) 620/2014

Commission Implementing Regulation (EU) 650/2014

Commission Implementing Regulation 710/2014

Commission Implementing Regulation 926/2014
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Commission Delegated Regulation 1151/2014

Commission Delegated Regulation 2016/98

Commission Implementing Regulation 2016/99

Commission Implementing Regulation (EU) 2016/100

Commission Implementing Regulation (EU) 2017/461

Commencement

H. This instrument comes into force on exit day.

Citation

I. This instrument may be cited as the Technical Standards (Capital Requirements) (EU Exit) (No.3)
Instrument [YEAR].

By order of the Prudential Regulation Committee

[DATE]
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EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (CENTRAL SECURITIES
DEPOSITORIES OFFERING ANCILLARY BANKING SERVICES) (EU EXIT) INSTRUMENT [YEAR]

Powers exercised

A. The Prudential Regulation Authority (“the PRA”), being the appropriate regulator within the
meaning of the Financial Regulators’ Powers (Technical Standards etc.) (Amendment etc.) (EU
Exit) Regulations 2018 (“the Regulations”), having carried out consultations required by regulation
5 of the Regulations and with the approval of the Treasury, makes this instrument in exercise of
the power conferred by regulation 3 of the Regulations.

Pre-conditions to making
B. The PRA is the appropriate regulator for the Central Securities Depositories EU Regulations (or

parts thereof) specified in Part 2 of the Schedule to the Regulations.

C. The PRA has consulted the Bank of England and FCA in accordance with regulation 5 of the
Regulations.

D. A draft of this instrument has been approved by the Treasury, the Minister considering that it
makes appropriate provision to prevent, remedy or mitigate any failure of retained EU law to
operate effectively, or any other deficiency in retained EU law, arising from the withdrawal of the
United Kingdom from the European Union.

Interpretation
E. In this instrument —

(a) “the Act” means the European Union (Withdrawal) Act 2018;

(b) “the Central Securities Depositories EU Regulations” means Articles 8-42 of
Regulation (EU) 2017/390 specified in Part 2 of the Schedule to the Regulations
under the heading “Central Securities Depositories Regulation” as they form part of
domestic law by virtue of section 3 of the Act;

(c) “exit day” has the meaning given in the Act;

(d) “the PRA” means the Prudential Regulation Authority;

Modifications

F. The PRA makes the modifications to the Central Securities Depositories EU Regulations
contained in the Annex to this instrument.

Commencement

G. This instrument comes into force on exit day.

Citation
H. This instrument may be cited as the Technical Standards (Central Securities Depositories offering
Ancillary Banking Services) (EU Exit) Instrument [YEAR].

By order of the Prudential Regulation Committee
[DATE]
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Annex

FINANCIAL RESOURCES FOR CREDIT AND LIQUIDITY RISKS

MODIFICATIONS TO ARTICLES 9 TO 42 OF REGULATION 2017/390

1.1

1.2

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

Articles 9 to 42 of EU Regulation 2017/390, as they form part of domestic law by virtue of
section 3 of the European Union (Withdrawal) Act 2018, are modified as follows:

Article 9

General rules on collateral and other equivalent financial resources

Collateral shall be provided by the counterparties under a security financial collateral

arrangement as defined in point (¢) of Article 2(1) of Directive 2002/47/EC of the
European-Parliament-and-of-the-Counctl or under a title transfer financial collateral

arrangement as those terms are defined in regulation 3(1) of the Financial Collateral
Arrangements (No 2) Regulations 2003 but omitting, in each case, the last sub-

paragraph of each definition peint{b)-ef-Article-2(1)-of that Directive.

Article 10

Collateral for the purposes of point (d) of Article 59(3), and point (d) of Article 59(4) of

Regulation (EU) No 909/2014

In order for collateral, to be considered of a lower quality than that referred to in
paragraph 1 for the purposes of point (d) of Article 59(3), and point (d) of Article
59(4) of Regulation (EU) No 909/2014, it shall consist of transferable securities and
money market instruments that meet all of the following conditions:

(h) they are not issued by any of the following:

(i) an entity whose business involves providing services critical to the
functioning of the CSD-banking service provider, unless that entity is
the Bank of England a-Jrion-central-bank or a central bank that issues
a currency in which the CSD-banking service provider has exposures;
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Article 11
Other collateral

1. Other types of collateral to be used by a CSD-banking service provider shall
consist of financial instruments that meet all of the following conditions:

@) they are freely transferable without any legal constraint or third party claims
that impair their liquidation;

(b) they are eligible at a central bank ef-the-Unien,-where the CSD-banking
service provider has access to regular, non-occasional credit (‘routine credit’)
at that central bank;

Article 14

Collateral concentration limits

3. A CSD-banking service provider shall ensure that no more than 10% of its
intraday credit exposure is guaranteed by any of the following:

@) a single credit institution;

(b) a third country financial institution that is subject to and complies with
prudential rules-that-in respect of which either:-

(i) the Commission has, before exit day, adopted an implementing act in
accordance with Article 114(7) of Regulation (EU) No 575/2013 (as
that Regulation had effect at the date that act was adopted) that the
third country is considered as applying supervisory and regulatory
arrangements at least equivalent to those applied in the Union, and that
decision has not, on or after exit day, been revoked by the Treasury; or

(ii)  the Treasury has, on or after exit day, by regulations determined, in
accordance with the second subparagraph of Article 114(7) of
Requlation (EU) No 575/2013, that the third country is considered as
applying supervisory and regulatory arrangements are at least as
stringent as those provided for in_the law of the United Kingdom (or
any part of it) which, immediately before exit day, implemented
Directive 2013/36/EU and Regulation (EU) No 575/2013;+r-
accordance-with

Article 15
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Other equivalent financial resources

1. Other equivalent financial resources shall consist only of the financial resources or the
credit protection referred to in paragraphs 2 to 4 and those referred to in Article 16.

2. Other equivalent financial resources may include commercial bank guarantees
provided by a creditworthy financial institution that fulfils the requirements set out in
in Article 38(1) or a syndicate of such financial institutions that meet all of the
following conditions:

(e) they are not issued by an entity that is part of the same group as the borrowing
participant covered by the guarantee, or by an entity whose business involves
providing services critical to the functioning of the CSD-banking service
provider, unless that entity is the Bank of England an-Eurepean-Economic-
Area-central-bank or a central bank issuing a currency in which the CSD-
banking service provider has exposures;

3. Other equivalent financial resources may include bank guarantees issued by a central
bank that meet all of the following conditions:

@ they are issued by the Bank of England a-Unien-central-bank or a central bank
issuing a currency in which the CSD-banking service provider has exposures;

Article 23

General requirements for the management of intraday credit risk

2. The following exposures are exempt from the application of Articles 9 to 15 and 24:

@ exposures to the Bank of England members-ofthe-European-System-of Central
Banks and other Member-Statesbodies performing similar functions in the

United Kingdom and other Yaien-United Kingdom public bodies charged with
or intervening in the management of the public debt ;

(b) exposures to one of the multilateral development banks listed in Article 117(2)
of Regulation (EU) No 575/2013;

(c) exposures to one of the international organisations listed in Article 118 of
Regulation (EU) No 575/2013;
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(d) exposures to public sector entities within the meaning of Article 4(8)
of Regulation (EU) No 575/2013 where they are owned by central
governments and have explicit arrangements provided by central
governments guaranteeing their credit exposures;

(e) exposures to third country central banks that are denominated in the
domestic currency of that central bank provided either that:-

(i) before exit day, the Commission has adopted an implementing act in
accordance with Article 114(7) of Regulation (EU) No 575/2013 (as
that Regulation had effect at the date that act was adopted) confirming
that this third country is considered as applying supervisory and
regulatory arrangements at least equivalent to those applied in the
Union_and that decision has not, on or after exit day, been revoked by
the Treasury; or

(i)  after exit day, the Treasury has by requlations determined, in
accordance with the second subparagraph of Article 114(7) of
Requlation (EU) No 575/2013, that this third country is considered as
applying supervisory and regulatory arrangements at least equivalent to
those applied in the United Kingdom.

Article 36
Stress testing the sufficiency of liquid financial resources

8. The CSD-banking service provider shall determine the relevant currencies referred to
in point (c) of Article 59(4) of Regulation (EU) No 909/2014 by applying the
following steps in sequence:

@ rank the currencies from highest to lowest based on the average of the three
largest daily negative net cumulative positions, converted into euro, within a
period of 12 months;

(b) consider as relevant:

il I I lation (EU 202: i
@8 all remaining-currencies until the corresponding aggregated amount of

the average largest net negative cumulative positions measured
according to (a) is equal to or exceeds 95 % for all currencies.
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Article 38
Arrangements in order to convert collateral or investment into cash using prearranged
and highly reliable funding arrangements

1. For the purposes of point (e) of Article 59(4) of Regulation (EU) No 909/2014
creditworthy financial institutions shall include one of the following:

@ a credit institution authorised to accept deposits under Part 4A of the
Financial Services & Markets Act 2000in-aceerdance-with-Article-8-of
Directive2013/36/EUJ that the CSD-banking service provider can
demonstrate to have low credit risk based on an internal assessment,
employing a defined and objective methodology that does not
exclusively rely on external opinions;

(b) a third country financial institution that meets all of the following
requirements:

Q) it is subject to and complies with prudential rules considered to
be at least as stringent as those set out in the law of the United
Kingdom (or any part of it) which, immediately before exit day,
implemented Directive 2013/36/EU as it has effect on exit day and
Regulation (EU) No 575/2013;

(i) it has robust accounting practices, safekeeping procedures, and
internal controls;

(iii) it has low credit risk based on an internal assessment carried
out by the CSD-banking service provider, employing a defined
and objective methodology that does not exclusively rely on
external opinions;

(iv) it takes into consideration the risks arising from the
establishment of that third country financial institution in a
particular country.

Article 42
Entry into force

This Regulation shall enter into force on the twentieth day following that of its
publication in the Official Journal of the European Union.
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EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (EUROPEAN MARKET
INFRASTRUCTURE) (EU EXIT) INSTRUMENT [YEAR]

Powers exercised

A. The Prudential Regulatory Authority (the “PRA”), being the appropriate regulator within the
meaning of the Financial Regulators’ Powers (Technical Standards etc.) (Amendment etc.) (EU
Exit) Regulations 2018 (the “Regulations”), having carried out the consultations required by
regulation 5 of the Regulations and with the approval of the Treasury, makes this instrument in
exercise of the powers conferred by regulations 3 of the Regulations.

Pre-conditions to making
B. The PRA and the FCA are the appropriate regulators for the EU EMIR.

C. The PRA proposes to exercise the power in regulation 3 of the Regulations to modify the EU
EMIR.

D. The FCA has been consulted on the modifications contained in the Annex to this instrument in
accordance with regulation 5 of the Regulations and has consented to the modifications contained
in the Annex to this instrument in accordance with regulation 3(2) of the Regulations.

E. A draft of this instrument has been approved by the Treasury, the Minister considering that it
makes appropriate provision to prevent, remedy or mitigate any failure of retained EU law to
operate effectively, or any other deficiency in retained EU law, arising from the withdrawal of the
United Kingdom from the European Union.

Interpretation

F. In this instrument —
(a) “the Act” means the European Union (Withdrawal) Act 2018;
(b) “EU EMIR” means the EU Regulation specified in Part 4 of the Schedule to the
Regulations under the heading “European Markets Infrastructure Regulation”;
(c) “exit day” has the meaning given in the Act; and
(d) “the FCA” means the Financial Conduct Authority.

Modifications
G. The PRA makes the modifications in the Annex below to the EU EMIR.

Commencement
H.  This instrument comes into force on exit day.

Notes

I.  Inthe Annex to this instrument, the “notes” (indicated by “Note:”) are included for the
convenience of readers but do not form part of the legislative text.

Citation
J.  This instrument may be cited as the Technical Standards (European Market Infrastructure) (EU
Exit) Instrument [YEAR].

By order of the Prudential Regulation Committee
[DATE]
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Annex

RISK-MITIGATION TECHNIQUES FOR OTC DERIVATIVE CONTRACTS NOT CLEARED BY A
CENTRAL COUNTERPARTY

1 MODIFICATIONS TO EU REGULATION 2016/2251

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

1.2 Commission Delegated Regulation (EU) 2016/2251 with regard to regulatory technical
standards for risk-mitigation techniques for OTC derivative contracts not cleared by a central
counterparty as it forms part of domestic law by virtue of section 3 of the Act, is modified as
follows:

Article 1

Definitions
For the purposes of this Regulation, the following definitions apply:

(4) ‘UK UCITS’ means UK UCITS as defined in section 237(3) of the Financial
Services and Markets Act 2000.

Article 4

Eligible collateral
1. A counterparty shall only collect collateral from the following asset classes:

(©) debt securities issued by Member-States'central-governments-ercentral-banks

the central government of the United Kingdom or the Bank of England;

(d)  debt securities issued by Member—States'the United Kingdom regional
governments or local authorities whose exposures are treated as exposures to
the central government of the United Kingdomthat—Member—State in
accordance with Article 115(2) of Regulation (EU) No 575/2013;

(e) debt securities issued by Member—States'the United Kingdom public sector
entities whose exposures are treated as exposures to the central government,
regional government or local authority of the United Kingdomthat-Member
State in accordance with Article 116(4) of Regulation (EU) No 575/2013;

)] debt securities issued by the United KingdomMember—States regional
governments or local authorities other than those referred to in point (d);

(9) debt securities issued by the United KingdomMember—States' public sector
entities other than those referred to in point (e);

(m)  debt securities issued by credit institutions or investment firms including

bonds referred-to—in-Article 52(4)-of Directive 2009/65/EC—of-the European
Parliamentand—of-the CouncHadmitted to the reqister of requlated covered
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bonds maintained under Regulation 7(1)(b) of the Requlated Covered Bonds
Regulations 2008 (SI 2008/346);

) shares or units in undertakings—for—collective—investments—in—transferable
seeurities {UCITSYUK UCITS, provided that the conditions set out in Article 5

are met.
Article 5

Eligibility criteria for units or shares in UK UCITS

1. For the purposes of point (r) of Article 4(1), a counterparty may only use units or
shares in UK UCITS as eligible collateral where all the following conditions are met:

@) the units or shares have a daily public price quote;

(b)  the UK UCITS are limited to investing in assets that are eligible in accordance
with Article 4(1);

(©) the UK UCITS meet the criteria laid down in Article 132(3) of Regulation
(EU) No 575/2013.

For the purposes of point (b), UK UCITS may use derivative instruments to hedge the
risks arising from the assets in which they invest.

Where a UK UCITS invests in shares or units of other UK UCITS, the conditions laid
down in the first subparagraph shall also apply to those UK UCITS.

2. By way of derogation from point (b) of paragraph 1, where a UK UCITS or any of its
underlying UK UCITS do not only invest in assets that are eligible in accordance with
Article 4(1), only the value of the unit or share of the_ UK UCITS that represents
investment in eligible assets may be used as eligible collateral pursuant to paragraph 1
of this Article.

The first subparagraph shall apply to any underlying UK UCITS of a UK UCITS that
has underlying UK UCITS of its own.

3. Where non-eligible assets of a UK UCITS can have a negative value, the value of the
unit or share of the_UK UCITS that may be used as eligible collateral pursuant to
paragraph 1 shall be determined by deducting the maximum negative value of the
non-eligible assets from the value of eligible assets.

Article 6

Credit quality assessment

1. The collecting counterparty shall assess the credit quality of assets belonging to the
asset classes referred to in points (c), (d) and (e) of Article 4(1) that are either not
denominated or not funded in the issuer's domestic currency and in points (f), (g), (j)
to (n) and (p) of Article 4(1) using one of the following methodologies:

(b) the internal ratings referred to in paragraph 3 of the posting counterparty,
where that counterparty is established in the United KingdomUnien or in a
third country where the posting counterparty is subject to consolidated

supervision assessed eguivalent-to-that-gevernedby the Prudential Requlation
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Authority or the Financial Conduct Authority:-Unionlawin-accordance-with
ol f Diracti 136/EL.

prior to exit day, as equivalent to that governed by Union law in
accordance with Article 127 of Directive 2013/36/EU: or

(i)  on or after exit day, as equivalent to that governed by the law of the
United Kingdom in accordance with requlation 21 of the Capital
Requirements Regulations 2013;

e

Article 8

Concentration limits for initial margin

1. Where collateral is collected as initial margin in accordance with Article 13, the
following limits shall apply for each collecting counterparty:

The limits laid down in the first subparagraph shall also apply to shares or units in UK
UCITS where the_ UK UCITS primarily invests in the asset classes referred to in that
subparagraph.

3. The counterparties referred to in paragraph 2 shall be one of the following:

@) institutions identified as G-Slls in accordance with_Part 4 of the Capital
Requirements (Capital Buffers and Macro-prudential Measures) Requlations
2014 Article-131 of Directive 2013/36/EU;

(b) institutions identified as O-SlIs in accordance with_Part 5 of the Capital
Requirements (Capital Buffers and Macro-prudential Measures) Requlations
2014 Article 131 of Directive 2013/36/EU;

Article 19

Collateral management and segregation
1. The procedures referred to in Article 2(2)(c) shall include the following:

(e) that cash collected as initial margin is maintained in cash accounts at central
banks or credit institutions which fulfil all of the following conditions:

0] they are autherised-credit institutions which are—hr—accordance—with
Directive—2013/36/EUCRR firms (within the definition in Article
4(1)(2A) of the Capital Requirements Regulation or are authorised in a
third country whose supervisory and regulatory arrangements have
been found to be equivalent in accordance with Article 142(2) of
Regulation (EU) No 575/2013;
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Article 23

CCPs authorised as credit institutions

By way of derogation from Article 2(2), counterparties may provide in their risk management
procedures that no collateral is exchanged in relation to non-centrally cleared OTC derivative
contracts entered into with CCPs that are authorised by the Prudential Regulation Authority
as credit institutions having permission under Part 4A of the Financial Services and Markets
Act 2000 to carry on the regulated activity of accepting depositsin-accordance-with-Directive
2013/36/EU.

Article 24

Non-financial counterparties and third-country counterparties

By way of derogation from Article 2(2), counterparties may provide in their risk management
procedures that no collateral is exchanged in relation to non-centrally cleared OTC derivative
contracts entered into with non-financial counterparties that do not meet the conditions of
Article 10(1)(b) of Regulation (EU) No 648/2012, or with non-financial entities established
in a third country that would not meet the conditions of Article 10(1)(b) of Regulation (EU)
No 648/2012 if they were established in the UnierUnited Kingdom.

Article 28

Threshold based on notional amount

3. UK UCITS authorised-in-accordance-with-Directive-2009/65/ECand AlFs (as defined
in_regulation 3 of the Alternative Investment Fund Managers Regulation 2013)
alternative—investmentfundsmanaged by AIFMs (as defined in regulation 4 of the
Alternative Investment Fund Managers Regulation 2013) authorised or registered in

accordance W|th the Alternatlve Investment Fund Manaqers Requlations 2013

considered distinct entities and treated separately when applying the thresholds
referred to in paragraph 1 where the following conditions are met:

Article 29

Threshold based on initial margin amounts

3. UK UCITS authorised-in-accordance-with-Directive-2009/65/ECand AlFs (as defined
in_regulation 3 of the Alternative Investment Fund Managers Regulation 2013)
alternative—investmentfunds managed by AIFMs (as defined in regulation 4 of the
Alternative Investment Fund Managers Regulation 2013) authorised or reqistered in

accordance W|th the Alternative Investment Fund Manaqers Requlations 2013
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Directive203H61HEY shall be considered distinct entities and treated separately when
applying the thresholds referred to in paragraph 1 where the following conditions are
met:

Article 31

Treatment of derivatives with counterparties in third countries where legal
enforceability of netting agreements or collateral protection cannot be ensured

1. By way of derogation from Article 2(2), counterparties established in the Union
United Kingdom may provide in their risk management procedures that variation and
initial margins are not required to be posted for non-centrally cleared OTC derivative
contracts concluded with counterparties established in a third country for which any
of the following apply:

For the purposes of the first subparagraph, counterparties established in the United Kingdom
Unien shall collect margin on a gross basis.

2. By way of derogation from Article 2(2), counterparties established in the United
KingdomUnter may provide in their risk management procedures that variation and
initial margins are not required to be posted or collected for contracts concluded with
counterparties established in a third country where all of the following conditions

apply:

CHAPTER Il
INTRAGROUP DERIVATIVE CONTRACTS
SECTION 1

Procedures for counterparties eempetent-authorities-and the Financial Conduct Authority
when applying exemptions for intragroup derivative contracts

Article 32

Procedures for counterparties and relevantcompetent-authorities-the Financial
Conduct Authority

1. The application or notification from a counterparty to the competent—authority
Financial Conduct Authority pursuant to paragraphs 68 to 109 of Article 11 of

Regulation (EU) No 648/2012 shall be deemed to have been received when the
Financial Conduct Authorityeempetent—autherity receives all of the following
information:

@ all the information necessary to assess whether the conditions specified in
paragraphsé—# 8; or 9er-10, respectively, of Article 11 of Regulation (EU) No
648/2012 have been fulfilled;

(b) the information and documents referred to in Article 18(2) of Commission
Delegated Regulation (EU) No 149/2013.

2. Where a-competentautherity-the Financial Conduct Authority determines that further
information is required in order to assess whether the conditions referred to in
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paragraph 1(a) are fulfilled, it shall submit a written request for information to the
counterparty.

4. Where the Financial Conduct Authoritya—cempetent—authority reaches a positive
decision under paragraphs 6; 8,610 of Article 11 of Regulation (EU) No 648/2012,
it shall communicate that positive decision to the counterparty in writing, specifying
at least the following:

@ whether the exemption is a full exemption or a partial exemption;

(b) in the case of a partial exemption, a clear identification of the limitations of the
exemption.

5. Where the Financial Conduct Authoritya—cempetent—autherity reaches a negative
decision under paragraphs-6; 8,-e+210 of Article 11 of Regulation (EU) No 648/2012
or objects to a notification under paragraphs7e¢ 9 of Article 11 of that Regulation, it
shall communicate that negative decision or objection to the counterparty in writing,
specifying at least the following:

@) the conditions of paragraphsé,— 8; or 9 e+218, respectively, of Article 11 of
Regulation (EU) No 648/2012 that are not fulfilled;

(b) a summary of the reasons for considering that such conditions are not fulfilled.

8. A decision by a-competent-autherity the Financial Conduct Authority under Article
11(8) of Regulation (EU) No 648/2012 shall be communicated to the counterparty
established in the United KingdomUYnien within 3 months of receipt of all the
information referred to in paragraph 1.

10.  Counterparties that have submitted a notification or received a positive decision
according to paragraphs 6% 8; or 9 er10; respectively, of Article 11 of Regulation
(EU) No 648/2012 shall immediately notify the Financial Conduct Authorityrelevant
competentauthority of any change that may affect the fulfilment of the conditions set
out in those paragraphs, as applicable. The Financial Conduct Authorityrelevant
competent-autherity may object to the application for the exemption or withdraw its
positive decision following any change in circumstances that could affect the
fulfilment of those conditions.

11.  Where a negative decision or objection is communicated by the Financial Conduct
Authoritya—competent-authority, the relevant counterparty may only submit another
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application or notification where there has been a material change in the
circumstances that formed the basis of the Financial Conduct Authority’scompetent
autherity'sdecision or objection.

Article 33

Applicable criteria on the legal impediment to the prompt transfer of own funds and
repayment of liabilities

A legal impediment to the prompt transfer of own funds or repayment of liabilities between
the counterparties as referred to in paragraphs 5; and 8 to 916 of Article 11 of Regulation
(EU) No 648/2012 shall be deemed to exist where there are actual or foreseen restrictions of a
legal nature including any of the following:

(©) any of the conditions on the early intervention, recovery and resolution as
referred to in the Banking Act 2009 or the Bank Recovery and Resolution (No.
2) Order 2014Birective—2014/59/EUof the European—Parliament-and-of-the
CouneH are met, as a result of which the competent authority foresees an
impediment to the prompt transfer of own funds or repayment of liabilities;

Article 34

Applicable criteria on the practical impediments to the prompt transfer of own funds
and repayment of liabilities

A practical impediment to the prompt transfer of own funds or repayment of liabilities
between the counterparties as referred to in paragraphs 5; and 8 to 910 of Article 11 of
Regulation (EU) No 648/2012 shall be deemed to exist where there are restrictions of a
practical nature, including any of the following:

Article 36

Application of 9(2), Article 11, Articles 13 to 18, points (c), (d) and (f) of Article 19(1),
Article 19(3) and Article 20

1. Article 9(2), Article 11, Articles 13 to 18, points (c), (d) and (f) of Article 19(1),
Article 19(3) and Article 20 shall apply as follows:

(@ from 1 month after the-date—of-entry-into—force—of-thisRegulationd January

2017, where both counterparties have, or belong to groups each of which has,
an aggregate average notional amount of non-centrally cleared derivatives that
is above EUR 3 000 billion;

(b)  from 1 September 2017, where both counterparties have, or belong to groups
each of which has, an aggregate average notional amount of non-centrally
cleared derivatives that is above EUR 2 250 billion;

(© from 1 September 2018, where both counterparties have, or belong to groups
each of which has, an aggregate average notional amount of non-centrally
cleared derivatives that is above EUR 1 500 billion;.
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[Note: Articles 9(2), Article 11, Articles 13 to 18, points (c), (d) and (f) of Article 19(1),
Article 19(3) and Article 20 do not form part of domestic law on and after exit day by virtue
of section 3 of the Act where both counterparties have, or belong to groups each of which
has, an aggregate average notional amount of non-centrally cleared derivatives that is above
EUR 750 billion and below EUR 1500 billion.]

[Note: Articles 9(2), Article 11, Articles 13 to 18, points (c), (d) and (f) of Article 19(1),
Article 19(3) and Article 20 do not form part of domestic law on and after exit day by virtue
of section 3 of the Act where both counterparties have, or belong to groups each of which
has, an aggregate average notional amount of non-centrally cleared derivatives that is above
EUR 8 billion and below EUR 750 billion.]
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Article 37

Application of Articles 9(1), 10 and 12
1. Articles 9(1), 10 and 12, shall apply as follows:

(@  from 1 month after the-date-ef-entry—intoforce—ofthis Regulation4 January

2017 for counterparties both of which have, or belong to groups each of which
has, an aggregate average notional amount of non-centrally cleared OTC
derivatives above EUR 3 000 billion;

(b)  from the-date-thatis-thelatestofl March 2017 -er-1-menth-following-the-date
of-its-entry-into-force-of this Regulatienfor other counterparties.

2. By way of derogation from paragraph 1 in respect of contracts for foreign exchange
forwards referred to in point (a) of Article 27, Articles 9(1), 10 and 12 shall apply on

(b) ho date of entrv intoanpli ion—of the Commission Delegated Reaulation

@@4@%653 January 2018 spemfylng some technical elements related to
the definition of financial instruments with regard to physically settled foreign
exchange forwards or the date determined pursuant to paragraph 1, whichever
is later.
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Article 38

Dates of application for specific contracts

1. By way of derogation from Articles 36(1) and 37, in respect of all non-centrally OTC
derivatives which are single-stock equity options or index options, the Articles

referred to in paragraph Articles 36(1) and 37 shall not applyfrom-3-years—after-the
I : into £  thi lation.

[Note: the Articles referred paragraph Articles 36(1) and 37 do not form part of
domestic law on and after exit day by virtue of section 3 of the Act in respect of all
non-centrally OTC derivatives which are single-stock equity options or index
options.]
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Article 39

Calculation of aggregate average notional amount

1. For the purposes of Articles 36 and 37, the aggregate average notional amount
referred to shall be calculated as the average of the total gross notional amount that
meets all of the following conditions:

(b)  that are recorded on the last business day of March, April and May of the year
referred to in each of the points in Article 36(1);

2. For the purpose of paragraph 1, UK UCITS autherised-nacecordance-with-Directive
2009/65/EC-and AlFs (as defined in regulation 3 of the Alternative Investment Fund
Managers Reqgulation 2013) alternative—investment—fundsmanaged by AIFMs (as
defined in requlation 4 of the Alternative Investment Fund Managers Regulation
2013) authorised or registered in accordance with the Alternative Investment Fund

Managers Regulations 2013alternative—investment—fund—managers—authorised—or
registered—n—acecordance—with-Directive201H61HEY shall be considered distinct

entities and treated separately, where the following conditions are met:

Article 40

Entry into force

This Regulation shall enter into force on the twentieth day following that of its publication in
the Official Journal of the European Union.

ANNEX 11
Methodology to adjust the value of collateral for the purposes of Article 21

Table 2
Haircuts for short term credit quality assessments

Credit  quality Haircuts  for Haircuts for Haircuts for
step with which debt securities debt securities securitisation
the credit issued by |issued by |positions and
assessment of a entities entities meeting the
short term debt described in|described in criteria in Article
security is |Article 4(1) (c) Article 4(1) 4(1) (o) in (%)

associated and (j) in (%) (M) in (%)
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1 0,5 1 2
2-3 or below 1 2 4

2. For eligible units in UK UCITS the haircut is the weighted average of the haircuts that
would apply to the assets in which the fund is invested.
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EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (BANK RESOLUTION AND
RECOVERY DIRECTIVE) (EU EXIT) (No.2) INSTRUMENT [YEAR]

Powers exercised

A. The Prudential Regulation Authority (“the PRA”) being the appropriate regulator
within the meaning of the Financial Regulators’ Powers (Technical Standards) (EU
Exit) Regulations 2018 (“the Regulations”), having carried out the consultations
required by regulation 5 of the Regulations and with the approval of the Treasury,
makes this instrument in exercise of the powers conferred by regulations 3 and 4 of
the Regulations.

Pre-conditions to making

B. The PRA and the FCA are the appropriate regulators for the Bank Recovery and
Resolution EU Regulations.

C. The PRA proposes to exercise the power in regulation 3 of the Regulations to
modify the Bank Recovery and Resolution EU Regulations and considers that (a)
Condition A is satisfied; and (b) that the modifications to the Bank Recovery and
Resolution EU Regulations can most appropriately be made by using the
procedure set out in regulation 4 of the Regulations.

D. The PRA has consulted the FCA on a division of responsibility and on the
modifications contained in Annexes A and B to this instrument in accordance with
regulations 3 and 5 of the Regulations.

E. the PRA has consulted the Bank of England in accordance with regulation 5 of the
Regulations.

F. A draft of this instrument has been approved by the Treasury, the Minister
considering that it makes appropriate provision to prevent, remedy or mitigate any
failure of retained EU law to operate effectively, or any other deficiency in retained
EU law, arising from the withdrawal of the United Kingdom from the European
Union.

Interpretation

G. In this instrument —

(a) “the Act” means the European Union (Withdrawal) Act 2018;

(b) “the Bank Recovery and Resolution EU Regulations” means the EU
Regulations specified in Part 4 of the Schedule to the Regulations under
the heading “Bank Recovery and Resolution Directive”;

“exit day” has the meaning given in the Act;

“the FCA” means the Financial Conduct Authority; and

“Condition A” means the condition defined in regulation 4(2) of the
Regulations.

—_~
o0

D

~— — —

Division

H. Each Bank Recovery and Resolution EU Regulation, as it has effect in domestic law by
virtue of section 3 of the Act, is divided into two identical versions of the same, headed
“Part 1 (FCA)” and “Part 2 (PRA)” respectively.

I.  Immediately before Article 1 in Part 1 (FCA) is inserted:
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“Article A1

This Part of the Regulation applies to persons regulated solely by the FCA and their
qualifying parent undertakings (within the meaning of section 192B of the Financial
Services and Markets Act 2000) other than qualifying parent undertakings of PRA-
authorised persons (within the meaning of section 2B (5) of the Financial Services and
Markets Act 2000 ).

J. Immediately before Article 1 in Part 2 (PRA) is inserted:
“Article A1

This Part of the Regulation applies to PRA-authorised persons (within the meaning of
section 2B(5) of the Financial Services and Markets Act 2000) and their qualifying parent
undertakings (within the meaning of section 192B of the Financial Services and Markets
Act 2000)”.

Modifications

K. The PRA makes the modifications contained in the Annex listed in column (2) below
to the corresponding Bank Recovery and Resolution EU Regulation (or part thereof)
listed in column (1) below.

(1) (2)
Part 2 (PRA) of Commission Implementing Regulation (EU) 2016/911 A

Part 2 (PRA) of Articles 1 to 21, 33 to 36 and 42 to 49 of Commission
Delegated Regulation 2016/1075

B

Commencement
L. This instrument comes into force on exit day.
Citation

M. This instrument may be cited as the Technical Standards (Bank Resolution and
Recovery Directive) (EU Exit) (No.2) Instrument [YEAR].

By order of the Prudential Regulation Committee
[DATE]
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Annex A

GROUP FINANCIAL SUPPORT AGREEMENTS

MODIFICATIONS TO PART 2 (PRA) OF EU REGULATION 2016/911

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

1.2 This Regulation applies to persons who are PRA-authorised persons (within the
meaning of section 2B(5) of the Financial Services and Markets Act 2000) and their
qualifying parent undertakings (within the meaning of section 192(B) of the Financial
Services and Markets Act 2000).

1.3 Part 2 (PRA) of EU Regulation 2016/911 means Commission Implementing
Requlation of 9 June 2016 laying down implementing technical standards with
regard to the form and the content of the description of group financial support
agreements in accordance with Directive 2014/59/EU of the European Parliament
and of the Council establishing a framework for the recovery and resolution of
credit institutions and investment firms, as it forms part of domestic law by virtue
of section 3 of the Act and this Instrument, is modified as follows:

COMMISSION IMPLEMENTING REGULATION (EU) 2016/911

of 9 June 2016

laying down implementing technical standards with regard to the form
and the content of the description of group financial support agreements
in accordance with Directive 2014/59/EU of the European Parliament and
of the Council establishing a framework for the recovery and resolution of
credit institutions and investment firms

Article 1
Form of disclosure

Each institution that is a party to a group financial support agreement entered into
pursuant to the law of the United Kingdom or any part of it implementing Article
19 of Directive 2014/59/EU which was relied upon immediately before exit day
for that implementation or transposition, shall make disclosures in accordance
with article 2 of this Regulation on its website in a form that ensures accessibility
to the public.

Article 1A
Definitions

Unless the contrary intention appears, all words and expressions in this Requlation
shall have the same meaning as in the Bank Recovery and Resolution (No. 2)
Order 2014.
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Article 2

Terms to be disclosed

2. The disclosure shall be accompanied by a statement that the provision of
the financial support is subject to the conditions set out in Chapter 4 of the
Group Financial Support Part of the PRA Rulebook or in rule IFPRU
11.5.14R of the Recovery and Resolutions Part of the FCA Handbook
Article23—-of Directive2014/59/EY and to the right of the competent

authority to prohibit or restrict the provision pursuantto-Article—25-of
Birective-2014/59/EU-

Article 3
Entry into force
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Annex B

RECOVERY PLANS, INTRA-GROUP FINANCIAL SUPPORT, CONTRACTUAL
RECOGNITION OF BAIL IN, NOTIFICATIONS ETC.

MODIFICATIONS TO SPECIFIED-ARHCLES-OF PART 2 (PRA) OF EU REGULATION
2016/1075/EY

—
N

In this Annex new text is underlined and deleted text is struck through as shown.

—_
[@)]

Part 2 (PRA) of EU Regulation (EU) 2016/1075 means Articles 1 to 21, 33 to 36
and 42 to 49 of Commission Delegated Regulation 2016/1075 of 23 March 2016
supplementing Directive 2014/59/EU of the European Parliament and of the
Council with regard to regulatory technical standards specifying the content of
recovery plans, resolution plans and group resolution plans, the minimum criteria
that the competent authority is to assess as regards recovery plans and group
recovery plans, the conditions for group financial support, the requirements for
independent valuers, the contractual recognition of write-down and conversion
powers, the procedures and contents of notification requirements and of notice of
suspension and the operational functioning of the resolution colleges, as they
form part of domestic law by virtue of section 3 of the Act, and this Instrument
are modified as follows:

COMMISSION DELEGATED REGULATION (EU) 2016/1075

of 23 March 2016

supplementing Directive 2014/59/EU of the European Parliament and
of the Council with regard to requlatory technical standards
specifying the content of recovery plans, resolution plans and group
resolution plans, the minimum criteria that the competent authority is
to assess as regards recovery plans and group recovery plans, the
conditions for group financial support, the requirements for
independent valuers, the contractual recognition of write-down and
conversion powers, the procedures and contents of notification
requirements and of notice of suspension and the operational
functioning of the resolution colleges.

CHAPTER |
COMMON PROVISIONS AND RECOVERY PLANS

Articles 1 to 15 of this Chapter apply to persons who are PRA-authorised persons
(within the meaning of section 2B(5) of the Financial Services and Markets Act
2000) and their gualifying parent undertakings (within the meaning of section
192(B) of the Financial Services and Markets Act 2000.
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Article 1
Subject matter
This Regulation further specifies:

(1)  the information to be contained in an individual recovery plan and, in
accordance with rules 3.8 and 3.9 of the Recovery Plans Part of the
paragraphs-5-and-6-of Article 7-of Directive 2014/59/EJ PRA Rulebook or
rules IFPRU 11.3.9R and 11.3.11G of the Recovery Plans Part of the FCA
Handbook, in a group recovery plan;

(2)  the minimum criteria that the competent authority is to assess with regard
to both individual and group recovery plans, in accordance with paragraph
8-of-Article6-of Directive2014/59/EU; articles 13 and 18 of the Bank
Recovery and Resolution (No. 2) Order 2014;

(3)  the contents of resolution plans required for institutions that are not part of
a group subject to consolidated supervision pursuant to the law of the
United Kingdom or any part of it implementing Articles 111 and 112 of
Directive 2013/36/EU which was relied upon immediately before exit day
for that implementation or transposition and the contents of resolution
plans required for groups, in accordance respeetively. with Articles-10-and
13-of Directive-2014/59/EU-Part 5 of the Bank Recovery and Resolution
(No.2) Order 2014;

(4)  the matters and criteria to be examined for the assessment of the
resolvability of institutions or groups, provided for respectively—in

paragraph-4-oF-Article 1 5—and-paragraph-2-ob-Article16-of-the Directive
2014/59/EU in Part 6 of the Bank Recovery and Resolution (No. 2) Order
2014;

(5)  the conditions set out in peints—{(a)y—(c)—(e)and{i)—of-Article23(1)of
Directive2014/59/EU Chapter 4 of the Group Financial Support Part of

the PRA Rulebook or in rule IFPRU 11.5.14R of Recovery and Resolution
Part of the FCA Handbook with regard to financial support by a group
entity in accordance with Article 19 of that Directive;

(6)  the circumstances in which a person is independent from the resolution
authority and the iastitution-er recovery or resolution entity referred-to n
it (b (e a) of I  Artic]  Dirocti :
for the purposes of section 62A of the Banking Act 2009 paragraph-1-of
el i === | of Articl I 2

(7)  the list of liabilities to which the exclusion from the obligation to include
the contractual term referred to in paragraph-1-of-Article-55-of Directive
2014/59/EU-by the Contractual Recognition of Bail-In Part of the PRA
Rulebook or in rule IFPRU 11.6 of the Recovery and Resolution Part of
the FCA Handbook applies and the contents of the contractual term

required in-thatparagraph-by those rules;
(8) the procedures and contents relating to the notifications referred to in

paragraph-1.-2-and-3-of Article 81 of Directive 2014/59/EU articles 182
and 183 of the Bank Recovery and Resolution (No. 2) Order 2014, Chapter
8 of the Notifications Part of the PRA Rulebook or in rule IFPRU 11.7 in
the Recovery and Resolution Part of the FCA Handbook and to the notice
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of suspension referred to in Article—83—of thatDirective—sections
24,25,41,48,48T and 89J of the Banking Act 2009;

(9)

Points (1), (2), (3) and (4) above are subject to the application of any simplified
obligations determined in accordance with Asticle4 of Directive 2014/59/EU-
articles 7 and 8 of the Bank Recovery and Resolution (No.2) Order 2014.

Article 2
Definitions

Subject to the following, unless the contrary intention appears, all words and
expressions in this Regulation shall have the same meaning as in the Bank
Recovery and Resolution (No. 2) Order 2014.

For the purposes of this Regulation, the following definitions apply:

(A1) ‘exit day’ shall have the same meaning as in the European Union
(Withdrawal) Act 2018;

1) ‘individual recovery plan’ means any of the following:

@) a recovery plan drawn up in accordance with Article-5(1)-of
Directive2014/59/EU _rules 2.1 to 2.2 of the Recovery
Plans Part of the PRA Rulebook, or in rule IFPRU 11.2.4R
of the Recovery Plans Part of the FCA Handbook by an
institution that is not part of a group subject to consolidated
supervision pursuant to the law of the United Kingdom or
any part of it implementing Articles 111 and 112 of
Directive 2014/59/EU which was relied upon immediately
before exit day for that implementation or transposition and
any determination under article 7(3) of the Bank Recovery
and Resolution (No.2) Order 2014 Articles 111 and-112 of

= 26/EL:

(b)  a recovery plan drawn up in accordance with article 24 of
the Bank Recovery and Resolution (No.2) Order 2014 #2}
of Directive-2014/59/EY by a subsidiary of an-EU a parent
undertaking;

(3) ‘preferred resolution strategy’ a resolution strategy capable of best
achieving the resolution objectives set out in set out in Article-31-of
Birective2014/59/EY section 4 of the Banking Act 2009 given the
structure and the business model of the institution or group, and the
resolution regimes applicable to legal entities in a group;

4) ‘qualifying eligible liabilities’ means eligible liabilities which are
included in the amount of own funds and eligible liabilities referred
to in section 3A(4) of the Banking Act 2009 (and sections 121
onwards of the Bank Recovery and Resolution (No.2) Order) 2014)
and which are not excluded by article 123(4) of the Bank Recovery
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and Resolution (No.2) Order 2014 which-satisfy-the-conditions-set

forth in Article 45(4) of Directive 2014/59/EU in order to be

5) “recovery and resolution entity’ means:
(@)  aninstitution that is established in the United Kingdom;

(b) a financial institution that is established in the United
Kingdom when the financial institution is a subsidiary of a
credit institution or investment firm, or of a company
referred to in paragraphs (c) or (d), and is covered by the
supervision of the parent undertaking on a consolidated
basis in accordance with articles 6 to 17 of Regulation (EU)
575/2013;

(c) an entity of any of the following kinds which is established
in the United Kingdom:

(i) a financial holding company;

(ii) a mixed financial company;

(iii) a mixed-activity holding company;

(d) a United Kingdom parent financial holding company or a
United Kingdom parent mixed financial holding company.

Article 4
Summary of the key elements of the recovery plan

2. For the purposes of Sections Il and Ill of Chapter I of this Regulation,
material change means any change which could impact the ability of an
institution or of ar-EY a United Kingdom parent undertaking or one or
more of its subsidiaries to implement a recovery plan or to implement one
or more recovery options contained in a recovery plan,

Article 5
Governance

The information on governance shall contain at least a detailed description of the
following matters:

(2)
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(b) confirmation that the recovery plan has been assessed and approved
by the management body of the institution or United Kingdom EY
parent undertaking responsible for submitting the plan;

Article 7

The description of entities covered by the recovery plan

(iv) any existing group financial support agreements concluded
in accordance with—Article—19—of Directive2014/59/EY
Chapter 2 of the Group Financial Support Part of the PRA
Rulebook or in rule IFPRU 11.5 of the Recovery and
Resolution Part of the FCA Handbook, including the parties
to the agreement, the form of the financial support and the
conditions associated with the provision of the financial
support;

2. For the purposes of points (b) and (c) of paragraph 1, the reference to legal
entities or branches shall be understood as a reference to legal entities or
branches which:

)] are important for the financial stability of the United Kingdom at

least-one-of-the-Member-States--which-they-have-thet—registered
offices or operate

Article 9
Actions, arrangements and measures under recovery options

2. Where a recovery option does not include the actions, arrangements or
measures set out in points (a) to (e) of paragraph 1, the subsection on
recovery options shall contain a demonstration that those actions,
arrangements or measures have been adequately considered by the
institution, the United Kingdom Unien—parent undertaking or the
subsidiary which drew up and submitted the plan.
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Article 13
Cross references

Where information set out in article 7 has been submitted to the resolution
authority autherities—pursuant to Article—11-of Directive—2014/59/EU—section
83ZB of the Banking Act 2009, competent authorities may choose to accept cross
references to that information as sufficient for meeting the requirement in article 7
if they do not compromise the completeness and quality of the recovery plan, as
required by section |11 of Chapter I of this Regulation.

Article 16
Completeness of recovery plans

The competent authority shall assess the extent to which a recovery plan satisfies
the requirements of the law of the United Kingdom or any part of it which was
relied upon immediately before exit day for the implementation or transposition of
article 5 or article 7 of Directive 2014/59/EU2014, including in Chapters 2,3 and 5
of the Recovery Plans Part of the PRA Rulebook, or rules IFPRU 11.2 and 11.3 of
the Recovery and Resolution Part of the FCA Handbook and any determination
under article 7(3) of the Bank Recovery and Resolution (No.2) Order, and shall
review the completeness of the plan based on the following:

(2)  whether the plan provides information that is up to date, also with respect
to any material changes to the entity or entities, in particular changes to
their legal or organisational structure or their business or financial situation
since the last submission of the plan, in accordance with article 62(3)(a) of
the Bank Recovery and Resolution (No.2) Order 2014 and any

determination under Article-5(2)-of Directive-2014/59/EU article 7(4) of
the Bank Recovery and Resolution (No.2) Order 2014;

(4)  whether the plan adequately reflects an appropriate range of scenarios of
severe macroeconomic and financial stress relevant to the specific
conditions of the entity or entities that the plan covers, taking into account,
where appropriate, guidelines issued by the EBA before exit day in
accordance with Article 5(7) of Directive 2014/59/EU that further specify

the range of scenarios to be used in recovery plans by-making-every-effort

to-comply with them i line with Article 16(3) of Regulation (EU) No
1093/2010-

(7)  whether the plan includes, where applicable, arrangements for intra-group
financial support adopted pursuant to an agreement for group financial
support that has been concluded in accordance with Chapter—tH—of
Birective-2014/59/EY; Chapter 2 of the Group Financial Support Part of




25 October 2018: This is part of CP26/18 ‘UK withdrawal from the EU: Changes to PRA Rulebook and onshored Binding Technical Standards' available at:
http://www.bankofengland.co.uk/prudential-regulation/publication/2018/uk-withdrawal-from-the-eu-changes-to-pra-rulebook-and-onshored-bts
UK withdrawal from the EU: changes to PRA Rulebook and onshored BTS October 2018 304

the PRA Rulebook or in rule IFPRU 11.5 of the Recovery and Resolution
Part of the FCA Handbook;

(8) whether for each of the scenarios of severe macroeconomic and financial
stress which is reflected in the plan in accordance with Chapter 2 of the
Recovery Plans Part of the PRA Rulebook or in rules IFPRU 11.38R to
IFPRU 11.3.13R and IFPRU11.3.20R of the Recovery and Resolution Part
of the FCA Handbook Awticle—7#{6)of Directive—2014/59/EY; the plan

identifies whether there are:

Article 17
Quality of recovery plans
In assessing whether the recovery plan meets the requirements of the law of the

United Kingdom the—reguirements—and—eriteria—set—out—nr or any part of it
implementing Article 5 and Article 7 of Directive 2014/59/EU, which was relied
upon immediately before exit day for that implementation or transposition,
including Chapters 2, 3 and 5 of the Recovery Plans Part of the PRA Rulebook
or in rules IFPRU 11.2 and 11.3 of the Recovery and Resolution Part of the FCA
Handbook, and any determination under article 7(3) of the Bank Recovery and
Resolution (No.2) Order 2014, as applicable, the competent authority, shall
review the quality of a recovery plan based on the following:

(3)

@) the plan provides a sufficient level of detail concerning the
information required to be included in recovery plans pursuant to
articles-5-and—7-of-Directive-2014/59/EU 7 of the Bank Recovery
and Resolution (No.2) Order 2014, the Recovery Plans Part of the
PRA Handbook or in rules IFPRU 11.2 and 11.3 of the Recovery
and Resolution Part of the FCA Handbook;

(b)  the plan contains a sufficiently wide range of recovery options and
indicators, taking into account, where appropriate, the guidelines
issued by the EBA before exit day in accordance with Article 9(2)
of Directive 2014/59/EU that further specify the indicators to be

included in recovery plans—by-making-every-effort-to-comphyrwith
them in line with Article 16(3) of Regulation (EU) No 1093/2010;

Article 18

Implementation of the arrangements proposed in the recovery plans

1. When assessing the extent to which the recovery plan satisfies the criterion

set out in peirt{a)-of-Article-6(2)-of Directive 2014/59/EY, articles 12, 13,
18 and 19 of the Bank Recovery and Resolution (No.2) Order 2014, the

competent authority shall review the following:
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(© whether recovery options included in the plan set out actions which
effectively address the scenarios of severe macroeconomic and
financial stress reflected in accordance with Chapter 2 of the
Recovery Plans Part of the PRA Rulebook or rules 11.2.6R to
11.2.11R and IFPRU 11.3.8R to IFPRU 11.3.13 of the Recovery
and Resolution Part of the FCA Handbook Atticle 5(6)-of Directive
2014/59/EU:

Article 19
Recovery options
When assessing the extent to which the recovery plan satisfies the criterion set out

in peint—{b)-of-Article6(2)of Directive2014/59/EU_article 13 of the Bank
Recovery and Resolution (No.2) Order 2014, the competent authority shall

review the following:

Article 20
Specific requirements for group recovery plans

(1)  When assessing the extent to which a group recovery plan satisfies the
criteria set out in rules 3.8 and 3.9 of the Recovery Plans Part of the PRA
Rulebook or rules IFPRU 11.3.8R to IFPRU11.3.13R and IFPRU
11.3.20R of the Recovery and Resolution Part of the FCA Handbook
articles—{4)—-and{6)-of Directive2014/59/EY, the competent authority

shall review the following:

(©) the extent to which arrangements included in the plan ensure the
coordination and consistency of measures to be taken at the level of
the parent undertaking or of an institution subject to consolidated
supervision pursuant to the law of the United Kingdom, or any part
of it, implementing Chapter 3 of Title VII of Directive 2013/36/EU
which was relied upon immediately before exit day for that
implementation pursuant—to—Chapter—3—of TFitle\/H-of Directive
2013/36/EU; or at the level of individual institutions, respectively.
The extent to which governance processes included in the plan take
into account the governance structure of individual subsidiaries and
any relevant legal restrictions shall be reviewed in particular;

(2)  the extent to which the plan provides solutions to overcome any obstacles
to the implementation of recovery measures within the group which are
identified in relation to a-seenarie scenarios of severe macroeconomic and
financial stress relevant to the institution’s specific conditions including
system-wide events and stress specific to individual legal persons and to

groups provided-forin-Article-5(6)-of Directive 2014/59/EU; and if the
obstacles cannot be overcome, the extent to which alternative recovery
measures could achieve the same objectives;
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CHAPTER 111
INTRA GROUP FINANCIAL SUPPORT

Atrticles 33 to 36 of this Chapter apply to persons who are PRA-authorised
persons (within the meaning of section 2B(5) of the Financial Services and
Markets Act 2000) and their qualifying parent undertakings (within the
meaning of section 192(B) of the Financial Services and Markets Act

2000).
Article 33
Prospect to redress financial difficulties
2. When assessing the condition referred to in paragraph 1, the competent

authority referred-to-in-Article-25(2)-of Directive 2014/59/EU-of the group

entity providing financial support shall take into account information and
assessments provided by the competent authority responsible for the
receiving entity.

Article 34
Terms of the support

1. The terms, including consideration, for providing the financial support
shall be deemed to be in compliance with rules 2.1(1) to 2.1(4) Asticle
19(7)-of Directive2014/59/EU-of the Group Financial Support Part of the
PRA Rulebook or rule IFPRU 11.5.10R of the Recovery and Resolution
Part of the FCA Handbook if the following conditions are met:

(b)  the terms reflect the best interest of the providing entity in
accordance with Article-19(7)-ef Directive2014/59/EU rules 2.1(1)
to 2.1(4) of the Group Financial Support Part of the PRA Rulebook
or rule IFPRU 11.5.10R of the Recovery and Resolution Part of the
FCA Handbook and the relation of benefits, risks and costs taken
into account when determining the best interest, including direct or
indirect benefits that may accrue to the providing entity as a result
of the provision of financial support and of the benefits for the
group from this provision.
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Article 35
Liquidity and solvency of the providing entity

1. Subject to the condition specified in Rule 4.1(7) of Chapter 4 of the Group
Financial Support Part of the peint{g)—of-Article—23(1)—of Directive
2014/59/EUPRA Rulebook or rules IFPRU 11.5.14R (8) and 11.5.14R of
the Recovery and Resolution Part of the FCA Handbook, the provision of
the financial support shall be considered not to jeopardise the liquidity or
solvency of the providing entity if, following the provision of the financial

support:
Article 36
Resolvability of the providing entity
1. The provision of the financial support shall be considered not to

undermine the resolvability of the providing entity, if the provision of the
financial support does not make the implementation of the resolution
strategy for the providing entity as set out in the resolution plan
substantively less feasible or less credible, in accordance with the
assessment under articles 15-and-16-of Directive2014/59/EU 60, 61 and
62 of the Bank Recovery and Resolution (No.2 Order) 2014.

CHAPTER V
RESOLUTION

Articles 42 to 44 of this Chapter apply to persons who are PRA-authorised
persons (within the meaning of section 2B(5) of the Financial Services and
Markets Act 2000) and their qualifying parent undertakings (within the meaning
of section 192(B) of the Financial Services and Markets Act 2000).

Article 42
Definitions

For the purposes of this Chapter V, section 1, the following definitions apply:

1) ‘material amendment’ means, in relation to a relevant agreement, as

defined in point 2 of this article, entered-into-before-the-date-of-application

ot the-natiohal-provistonstranspestig-Sectionr-5-of Chapter Dot Title N/
of Directive—2014/59/EY, an amendment, including an automatic

amendment, made after that date and affecting the substantive rights and
obligations of a party to a relevant agreement; amendments which do not
affect the substantive rights and obligations of a party to a relevant
agreement include a change to the contact details of a signatory or the
addressee for the service of documents, typographical changes to correct
drafting errors or automatic adjustments of interest rates;
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2) ‘relevant agreement’ means any agreement, including the terms of a
capital instrument, creating a liability to which Article-55(1)-ef Directive
2014/59/EJ-apphies Chapter 2 of the Contractual Recognition of Bail-In
Part of the PRA Rulebook requires the inclusion of a term in the
agreement or to which rule IFPRU 11.6 of the Recovery and Resolution
Part of the FCA Handbook applies.

Article 43

Liabilities to which the exclusion from the obligation to include the
contractual term referred to in Axticle 55(1)-of Directive2014/59/EUJ-applies
Chapter 2 of the Contractual Recognition of Bail-In Part of the PRA
Rulebook or rule IFPRU 11.6 of the Recovery and Resolution Part of the
FCA Handbook applies

1. For the purposes of the Contractual Recognition of Bail-In Part of the PRA
Rulebook and or rule IFPRU 11.6 of the Recovery and Resolution Part of
the FCA Handbook, a secured liability shall not be considered as an
excluded liability where, at the time at which it is created, it is:

(b)  fully secured but governed by contractual terms that do not oblige
the debtor to maintain the liability fully collateralised on a
continuous basis in compliance with regulatory requirements of
Union the law of the United Kingdom or of a third country law
achieving effects that can be deemed equivalent to United
Kingdom Ynien-law

2 For the purposes of point{d)-of-thefirst-subparagraph-of-Article 55(1)-of

Regulation-shall-comprise rule 2.3 of the Contractual Recognition of Bail-

In Part of the PRA Rulebook or rule IFPRU 11.6.3 R of the Recovery and
Resolution Part of the FCA Handbook, recognition of bail-in applies to:

@) liabilities created after the relevant that date, regardless of whether
they are created under relevant agreements entered into before that
date, including under master or framework agreements between the
contracting parties governing multiple liabilities;

(b) liabilities created before or after that date under relevant
agreements entered into before that date and which are subject to a
material amendment;

(©) liabilities under debt instruments issued after that date.

“relevant date” means the date applicable under Chapter 2 of the Contractual
Recognition of Bail-in Part of the PRA Rulebook or rule IFPRU 11.6.3 R of the
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Recovery and Resolution Part of the FCA Handbook.

2014/59/EUa resolutionautherity-shal-determine that The requirement to

include a contractual term in a relevant agreement pursuant to rule 2.1 of

Contractual Recognition of Bail-In Part of the PRA Rulebook or rule
IFPRU 11.6.3R (2)(e) of the Recovery and Resolution Part of the FCA
Handbook shall not apply where the resolution authority is satisfied that
the law of the third country concerned or a binding agreement concluded
with that third country provides for an administrative or judicial procedure
which

(b)

(i) the recognition or support of the exercise of the write-down
and conversion powers by the resolution authority would
result in third country creditors, in particular depositors
located and payable in that third country, being treated less
favourably than creditors, and depositors located or payable
in the United Kingdom Yaion, with similar rights under
applicable United Kingdom Unien law;

294:4/59#EU—3—The resolutlon authority shall assess that the grounds
referred to in paragraph 3(b) would not prevent the recognition or support
of the exercise of the write-down and conversion powers in all
circumstances where such powers are applied.

Article 44

Contents of the contractual term required by Chapter 2 of the Contractual
Recognition of Bail-In Part of the Article-55(1)-of Directive 2014/59/EU-PRA
Rulebook or rule IFPRU 11.6 of the Recovery and Resolution Part of the
FCA Handbook applies.

Contractual term in a relevant agreement shall include the following:

(1) the acknowledgement and acceptance by the counterparty of a recovery

and resolution institution—er—entity—referred-to—in—point{b),{c)}or{d)of
Article-1{1)-of Directive2014/59/EY, that the liability may be subject to

the exercise of write-down and conversion powers by the a resolution
authority;

(2)  a description of the write-down and conversion powers under United
Klngdom law of the each resolutlon authority m—aeee;danee—with—the
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. . o) (B (g - G)—of icle_63(1)_of Directi
2014/59/EY-

(3)  the acknowledgement and acceptance by the counterparty of a recovery

and resolution an-institution-or entity referred-to-in-point{b),{c)-or{d)-of
Avrticle L -of Pirective 2044/59/EU-

@) that it is bound by the effect of an application of the powers
referred to in point (b), including:

(i) any reduction in the principal amount or outstanding
amount due, including any accrued but unpaid interest, in
respect of the liability of an—institution—er a recovery and

resolution entity referred-to-inpoint-{b),{e)-or(d)-of-Article
1{1)-of Directive-2014/59/EY under the relevant agreement;

(b)  that the terms of the relevant agreement may be varied as necessary
to give effect to the exercise by a resolution authority of its write-
down and conversion powers and such variations will be binding
on the counterparty of an—institution—er recovery and resolution

entity referred to in point {b). (c) or {d) of Article 1(1} of Directive
2014/59/EU;

(©) that ordinary shares or other instruments of ownership may be
issued to or conferred on the counterparty of an—institution—er a

recovery and resolution entity referred-to-in-peint{b){c)-or{d)-of
Article-1(1)-of Directive 2014/59/EU-, as a result of the exercise of

the write-down and conversion powers;

(4)  the acknowledgement and acceptance by the counterparty of an-institution

ef-a recovery and resolution entity referred-to-in—point{(b),—{(c)-or{d)of
Article—H{1)—of Directive—2014/59/EY, that the contractual term is

exhaustive on the matters described therein to the exclusion of any other
agreements, arrangements or understandings between the counterparties
relating to the subject matter of the relevant agreement.

For the purposes of this article, a mixed activity holding company established in
the United Kingdom shall not be a recovery and resolution entity unless it is 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 the subsidiary of the mixed-activity holding company.
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Article 45

General requirements for notifications

1) Notifications submitted under Asticles—8HL)—(2)—3)—-and—83(2)—of
Directive—2014/59/EY articles 182 and 183 of the Bank Recovery and

Resolution (No.2) Order 2014 and rules 8.2 and 8.3 of the Notifications
Part of the PRA Rulebook and rule IFPRU 11.7 of the Recovery and
Resolution Part of the FCA Handbook shall be in writing and transmitted
by adequate and safe electronic means.

(2)  The relevant authorities referred-to-inparagraphs—1—2-and-3-of Article 81
of Directive—2014/59/EU—and—inr—Article—83(2)—shall specify the contact

details for submitting a notification and make these publicly available.

3 Before sending a notification, the sender may make contact orally with the
relevant authorities referred-to—in-paragraphs—1—2-and-3-of Article 81 of
Birective—2014/59/EY to inform them that a notification is being
submitted.

4) For the purpose of notifications referred to in Article 45(1)petnts<{a)—(b);

(e){d){(h)-and-(j)-of Article-81(3)-of Directive 2014/59/EU-and-inpoints
(ay—{b)—(bH—-and{h)-of-Article-83(2)-thereof—competent authorities and
resolution authorities shall use the language in common use for
cooperation with each other with—the—consolidating—supervisor—and—the
group-levelresolution-authority.

(5)  The relevant authorities referred-to-in paragraphs—1—2-and-3-of-Article 81
of Directive-2014/59/EU-and-in-Article-83(2) shall acknowledge receipt of

the notification to the sender specifying the date and time of receipt as
recorded by the recipient and the contact details of the staff handling the
notification.

Article 46
Notification by the management body to a competent authority

(1)  The notifications submitted by the management body of institution e an

recovery and resolution entity referred-to-in-point{b)(c)-or{d)}-of-Article
1{1)-ef Directive 2014/59/EU to a competent authority, shall include:

@) the name, the address of the registered office and, where available,

the legal entity identifier of the rstitutionreferred-to—tr-point{b);
(c)-or{(d)-of Article L{1)-of Directive 2014/59/EU-or recovery and

resolution entity sending the notification;

(b) the name and address of the registered office of the immediate and

ultimate parent undertaking of that institution—referred-to—in—point
(b){e)y-or{d)y-ofFArticle-1{1)-of Directive 2014/59/EU-or recovery

and resolution entity, where relevant;

(© the relevant information and analyses that the management body
took into account when performing the assessment for determining
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that the conditions under-Article—32(4)—of Directive2014/59/EU
section 7(2) of the Banking Act 2009 have been met;

(d)  acopy of the management body’s written resolution confirming its

assessment that the institutionreferred-to-n-point-{b)—{c)-or{d)-of

Article 1{1) of Directive 2014/59/EU or the recovery and resolution
entity is failing or likely to fail;

(2)  The notification pursuant to Article-81(1)-of Directive2014/59/EU article
181 of the Bank Recovery and Resolution (No.2) Order 2014 and rules 8.2

and 8.3 of the Notifications Part of the PRA Rulebook shall be
communicated immediately to the competent authority following the
decision by the management body of an iastitution o y referred-to-inpoint
by —{e)y-or{d)-of-Article—1{1)of Directive2014/59/EY recovery and

resolution entity that that entity is failing or likely to fail.

Article 47

Communication of the competent authority to the resolution authority of the
received notification

Upon receipt of the notification referred to in Article 46, the competent authority
shall immediately send the following information to the resolution authority:

(2)  the details of crisis prevention measures or actions referred to in article
104-of Directive2013/36/EY 182 of the Bank Recovery and Resolution
(No. 2) Order 2014 that the competent authority has taken or requires an

institution or recovery and resolution entity referred-to-in-point-{(b),—{c)-or
()-of-Article-1{1)of Directive 2014/59/EU to take, where relevant;

Article 48
Notification of assessment that an institution meets the conditions for

resolution set out in peints{a)yand-(b)of-Article-32(1)-of Directive
2014/59/EU-sections 7(2) and 7(3) of the Banking Act 2009

1. The notification of a competent authority or the resolution authority for the

purposes of article—843)—of Directive2014/59/EU183 of the Bank
Recovery and Resolution (No.2) Order 2014 shall include:

@ the name of the institution e recovery and resolution entity
orrod : int_(b) (e o) of Article 1{1) of Direct
2014/59/EU to which the notification relates;
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(© a summary of the assessment required in peints—{a)y-and—(b) of

Article-32(1)-of Directive-2014/59/EJ-sections 7(2) and 7(3) of the
Banking Act 2009.

2. The notification shall be made without delay following a determination

that the conditions referred to in peints—{a)and{b)ofArticle 32(1)of
Birective—2014/59/EU sections 7(2) and 7(3) of the Banking Act 2009

have been met.

Article 49
Notice

1. The notice referred to in paragraph—4—ef—Article—83—of Directive
2014/59/EU sections 24, 25, 41, 48T and 89J of the Banking Act 2009 to

be published by the resolution authority, shall include:

@) the name, the address of the registered office and, where available,
the legal entity identifier of the institution or recovery and

resolution entity referred-to-tn-point(b),(c)-or-{d)-of-Article-1{1)-of
Directive2014/59/EU) under resolution;

(b)  the name and address of the registered office of the immediate and
ultimate parent undertaking of that institution ef recovery and

resolution entity referred-to-tn-point(b),(c)-or{d)-of-Article-1{1)-of
Directive2014/59/EU, where relevant;

(i)  information on the access to other clients’ assets or funds
within the meaning of point (c) of Article 31(2) of Directive
20%4/59/EUJ-0bjectives set out in section 4 of the Banking
Act 2009 held at the institution affected by the resolution
action;

(iii)  information on the contractual payment or delivery
obligations subject to suspension under Asticle—69—of
Directive-2014/59/EY; section 70A and 70D of the Banking
Act 2009 including the commencement and expiration of
the suspension period, where applicable;

(iv)  information on the secured creditors of the nstitution of

recovery and resolution entity referred-to-in-peint-{b)(c)-or
(d)y-of-Article- {1 -of Directive 2014/59/EY under resolution

subject to restrictions on the enforcement of security
interest including the commencement and expiration of that
restriction period in accordance with Article 70-of Directive
20%4/59/EU; section_70B and 70D of the Banking Act 2009
where applicable;

(v)  information on the contractual parties affected by the
temporary suspension of termination rights including the
commencement and expiration of the suspension period
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under Article 71 of Directive 2014/59/EL) section 70C and
70D of the Banking Act 2009 where applicable;

() the confirmation of the ordinary course of contractual
commitments, including repayment schedules, not subject to
suspensions i irecti :

{d}  the point of contact within the institution where customers and
creditors can seek further information and updates on the institution
ef recovery and resolution entity and its operations;

For purposes of this article, termination rights should be interpreted with
reference to sections 48Z and 70C of the Banking Act 2009.
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EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (SOLVENCY II DIRECTIVE & INSTITUTIONS
FOR OCCUPATIONAL RETIREMENT PROVISION DIRECTIVE) (AMENDMENT ETC.) (EU EXIT)
INSTRUMENT [YEAR]

Powers exercised

A. The Prudential Regulation Authority (“the PRA”), being the appropriate regulator within the meaning of the
Financial Regulators’ Powers (Technical Standards etc.) (Amendment etc.) (EU Exit) Regulations 2018
(“the Regulations”), having carried out consultations required by regulation 5 of the Regulations and with
the approval of the Treasury, makes this instrument in exercise of the power conferred by regulation 3 of
the Regulations.

Pre-conditions to making

B. The PRA is the appropriate regulator for the Solvency Il EU Regulations specified in Part 2 of the
Schedule to the Regulations.

C. The PRA has consulted the Bank of England and FCA in accordance with regulation 5 of the Regulations.

D. A draft of this instrument has been approved by the Treasury, the Minister considering that it makes
appropriate provision to prevent, remedy or mitigate any failure of retained EU law to operate effectively,
or any other deficiency in retained EU law, arising from the withdrawal of the United Kingdom from the
European Union.

Interpretation
E. In this instrument —

(a) “the Act” means the European Union (Withdrawal) Act 2018;

(b) “the Solvency Il EU Regulations” means the EU Regulations specified in Part 2 of the
Schedule to the Regulations under the heading “Solvency II” that are not listed in Annex N, as
they form part of domestic law by virtue of section 3 of the Act;

(c) “exit day” has the meaning given in the Act;

(d) “the PRA” means the Prudential Regulation Authority;

(c) “specified EU Regulations” has the meaning given in regulation 2(l) of the Regulations.

Modifications

F. The PRA makes the modifications specified in Annex A to each of the Solvency Il EU Regulations.

G. The PRA makes the modifications contained in the Annex to this instrument listed in column (2) below to
the corresponding Solvency Il EU Regulation listed in column (1) below.

(1)

Commission Implementing Regulation 2015/460

~
N

Commission Implementing Regulation 2015/462

Commission Implementing Regulation 2015/498

Commission Implementing Regulation 2015/499

Commission Implementing Regulation 2015/500

Commission Implementing Regulation 2015/2011

ITIO|MMOIO|®

Commission Implementing Regulation 2015/2012

Commission Implementing Regulation 2015/2015

(S

Commission Implementing Regulation 2015/2016

Commission Implementing Regulation 2015/2450 K
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Commission Implementing Regulation 2015/2452 L
Commission Implementing Regulation 2016/1630 M
Deletions

H. The specified EU Regulations listed in Annex N are deleted.

Commencement
I.  This instrument comes into force on exit day.

Citation

J. This instrument may be cited as the Technical Standards (Solvency Il Directive & Institutions for
Occupational Retirement Provision Directive Directive) (EU Exit) Instrument [YEAR)].

By order of the Prudential Regulation Committee
[DATE]
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Annex A

GENERAL MODIFICATIONS

1 INTERPRETATIVE PROVISIONS

1.1 In the Solvency Il EU Regulations, unless the context otherwise provides, -

1.1.1  areference to the “supervisory authority” or to “supervisory authorities” is a reference to the Prudential
Regulation Authority;

1.1.2 areference to “the 2000 Act’ is to the Financial Services & Markets Act 2000;

1.1.3 a reference to “the 2015 Regulations” is a reference to the Solvency 2 Regulations 2015
(S.1.2015/575) as amended,;

1.1.4 areference to the PRA Rulebook is a reference to rules made by the PRA under the 2000 Act and as
amended at any time under the Financial Regulators’ Powers (Technical Standards etc.) (Amendment
etc.) (EU Exit) Regulations 2018;

1.1.5 a reference to the “Solvency 2 Regulation” is a reference to the Solvency 2 and Insurance
(Amendment etc.) (EU Exit) Regulations 2018

1.1.6 a reference to “the Regulated Activities Order” is a reference to the Financial Services and Markets
Act 2000 (Regulated Activities) Order 2001 (S.I. 2001/544).

1.2 In each of the Solvency Il EU Regulations omit the words “This Regulation shall be binding in its
entirety and directly applicable in all Member States”.

2 LANGUAGE OF APPLICATIONS FOR APPROVAL

21 In the specified articles of the Solvency Il EU Regulations listed in 2.2 below, for the references to
“one of the official languages of the Member State in which the insurance or reinsurance undertaking
has its head office” substitute “an official language of the United Kingdom”.

2.2 The specified articles are:

2.21 Article 2(2) of Commission Implementing Regulation (EU) 2015/460 of 19 March 2015 laying down
implementing technical standards with regard to the procedure concerning the approval of an internal
model in accordance with Directive 2009/138/EC of the European Parliament and of the Council;

2.2.2 Article 1(2) of Commission Implementing Regulation (EU) 2015/498 of 24 March 2015 laying down
implementing technical standards with regard to the supervisory approval procedure to use
undertaking-specific parameters in accordance with Directive 2009/138/EC of the European
Parliament and of the Council;

2.2.3 Article 1(2) of Commission Implementing Regulation (EU) 2015/499 of 24 March 2015 laying down
implementing technical standards with regard to the procedures to be used for granting
supervisory approval for the use of ancillary own-fund items in accordance with Directive
2009/138/EC of the European Parliament and of the Council; and

2.2.4 Article 1(2) of Commission Implementing Regulation (EU) 2015/500 of 24 March 2015 laying down
implementing technical standards with regard to the procedures to be followed for the supervisory
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approval of the application of a matching adjustment in accordance with Directive 2009/138/EC of the
European Parliament and of the Council.



25 October 2018: This is part of CP26/18 ‘UK withdrawal from the EU: Changes to PRA Rulebook and onshored Binding Technical Standards' available at:
http://www.bankofengland.co.uk/prudential-regulation/publication/2018/uk-withdrawal-from-the-eu-changes-to-pra-rulebook-and-onshored-bts
UK withdrawal from the EU: changes to PRA Rulebook and onshored BTS October 2018 319

Annex B

APPROVALS OF INTERNAL MODELS

3 MODIFICATIONS TO 2015/460/EU

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

3.2 Commission Implementing Regulation (EU) 2015/460 of 19 March 2015 laying down implementing
technical standards with regard to the procedure concerning the approval of an internal model in
accordance with Directive 2009/138/EC of the European Parliament and of the Council as it forms part
of domestic law by virtue of section 3 of the Act, is modified as follows:

Article 1
Subject matter

This Regulation specifies:

@ the procedure referred to in regulation 48 of the 2015 Regulations and Chapters 2 to 4
of the Solvency Capital Requirement — Internal Models Part of the PRA Rulebook
Article—112 of Directive2009/138/EC as regards the approval of applications
submitted by insurance and reinsurance undertakings to use full and partial internal
models for the calculation of the Solvency Capital Requirement;

(b) the procedure as regards the approval of applications submitted by insurance and
reinsurance undertakings for a major change to the internal model and of changes to
the policy for changing the internal model according to rule 6.3 of Solvency Capital
Requirement - Internal Models Part of the PRA Rulebook. Article-115-6f Directive
2009/138/EC.

Article 2

Application to calculate the Solvency Capital Requirement using an internal model

3. Where applying to use an internal model to calculate the Solvency Capital Requirement,
insurance and reinsurance undertakings shall submit documentary evidence setting out how
the internal model fulfils the requirements set out in rules 3.2 to 3.5 of the Solvency Capital
Requirement — General Provisions of the PRA Rulebook and Chapters 10 to 15 of the
Solvency Capital Requirement — Internal Models of the PRA Rulebook Articles-101and-120
to-125-of Directive 2009/138/EC, and in the case of a partial internal model also rule 4.2 and
Chapter 5 of the Solvency Capital Requirement — Internal Models of the PRA Rulebook
Article—113of Directive2009/138/EC. The supervisory authority may request additional
information in accordance with Article 3.

4. The documentary evidence referred to in paragraph 3 shall include, at least, the following:
@) a cover letter including:
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(i) a confirmation of the period prior to the application for which the internal
model has been used in the risk management system and decision making
processes in accordance with the requirements set out in Chapter 10 of
Solvency Capital Requirement - Internal Models Part of the PRA
Rulebook Article-120-of Directive 2009/138/EC;

(V) a list of other applications submitted by the insurance or reinsurance undertaking or
currently foreseen within the next 6 months for approval under Part 4 of the 2015
Requlations and of special purpose vehicles to be established to carry out the
requlated activity specified at article 13A of the Requlated Activities Order ef-any-of
the-Hems-Hsted-i-Article-308a{1)-of Directive 2009/138/EC, together with the

corresponding application dates;

(b) an explanation of how the internal model covers all the material and quantifiable risks
of the insurance or reinsurance undertaking. Where the application for the approval
relates to a partial internal model, the explanation shall be limited to the material and
quantifiable risks within the scope of the partial internal model and the insurance or
reinsurance undertaking shall also provide an explanation of how the additional
conditions referred to in rule 4.2 and Chapter 5 of the Solvency Capital Requirement -
Internal Models Part of the PRA Rulebook Asticle-113-of Directive2009/138/EC
have been satisfied,;

(©) an explanation of the adequacy and effectiveness of the integration of the internal
model into the risk management system and the role it plays in the system of
governance, including how the internal model allows the insurance or reinsurance
undertaking to identify, measure, monitor, manage and report risks on a continuous
basis; for this purpose, the application shall include the relevant extracts of the risk
management policy referred to in rule 2.5 of the Conditions Governing Business Part

of the PRA Rulebook Article-41(3)-ef Directive 2009/138/EC;

Q) the policy for changing the internal model referred to in rule 3.3 of Solvency Capital
Requirement - Internal Models Part of the PRA Rulebook Article-115 of Directive
2009/ 38/EC:

() a description of the process which ensures the consistency between the methods used
to calculate the probability distribution forecast with the methods used to calculate
technical provisions according to rules 11.2 to 11.3 of the Solvency Capital

Requirement — Internal Models Part of the PRA Rulebook Article-121(2)-6f Directive
2009/138/EC;

() the results of the last profit and loss attribution and the specification of the profit and
loss attribution in accordance with rules 13.1 to 13.3 of the Solvency Capital
Requirement — Internal Models Part of the PRA Rulebook Article-123-e6f Directive
2009/138/EC including the profit and loss, the major business units of the undertaking
and the attribution of the overall profit or loss to the risk categories and major
business units;
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(m)  adescription of the independent validation process of the internal model and a report
of the results of the last validation in accordance with rule 14.1 of the Solvency
Capital Requirement — Internal Models Part of the PRA Rulebook Article-124-6f—
Directive2009/138/EC, including what recommendations were made and how
they were acted upon;

(n) the inventory of the documents that form part of the documentation of the internal
model set out in_rule 15.1 to 15.2 of the Solvency Capital Requirement — Internal
Models Part of the PRA Rulebook Article-125-6f Directive 2009/138/EC;

(0) where an insurance or reinsurance undertaking uses a model or data obtained from a
third party as referred to in_rule 16.1 of the Solvency Capital Requirement — Internal
Models Part of the PRA Rulebook Article-126-6f Directive 2009/138/EC, a
demonstration that the use of such external model or data does not impair the ability
of the insurance or reinsurance undertaking to meet the requirements set out in rules
3.2 to 3.5 of the Solvency Capital Requirement — General Provisions Part of the PRA
Rulebook and Chapters 10 to 15 of the Solvency Capital Requirement — Internal
Models Part of the PRA Rulebook101-and-120-to-125-of that Directive and in the case
of a partial internal model pursuant to rules 4.2 and Chapter 5 of the Solvency Capital
Requirement — Internal Models Part of the PRA Rulebook Article—113—of that
Directive, the suitability for the use of that model or data within the internal model
and an explanation of the preference of external models or data to internal models or
data;

) in the case of partial internal models, an explanation of how the integration technique
proposed fulfils the requirements set out in rule 4.2 of the Solvency Capital
Requirement — Internal Models Part of the PRA Rulebook Asticle-113(1)-of Directive
2009/138/EC, and, in case of a technique different from the default one referred to in
Article 239(1) of the Commission Delegated Regulation (EU) 2015/35, a justification
of the integration technique proposed;

5. The insurance and reinsurance undertaking shall submit documentary evidence of the
approval of the application by the administrative, management or supervisory bodies as set
out in rule 7.1 of the Solvency Capital Requirement — Internal Models Part of the PRA
Rulebook Article116-6f Directive 2009/138/EC.

Article 3

Assessment of the application

6. The insurance or reinsurance undertaking shall ensure that all documents referred to in rules
15.1 to 15.2 of the Solvency Capital Requirement — Internal Models Part of the PRA
Rulebook Article-125-of Directive2009/138/EC are made available, including in electronic
form whenever possible, to the supervisory authorities throughout the assessment of the
application.

7. The assessment of the application shall involve ongoing communication with the insurance or
reinsurance undertaking and may include requests for adjustments to the internal model and,
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in the case of a partial internal model, for a transitional plan as set out in rule 4.2 and Chapter
5 of the Solvency Capital Requirement — Internal Models Part of the PRA Rulebook Article
f Dirocti 138/EC.

0. Where supervisory authorities requests further information or adjustments to the internal
model, the insurance or reinsurance undertaking may request a suspension of the 6-month
approval period referred to in regulation 48 of the 2015 Regulations Asticle—112(4)of
Directive—2009/138/EC. That suspension shall end once the insurance or reinsurance
undertaking has made the necessary adjustments and the supervisory authorities have
received an amended application providing documentary evidence of the adjustments. The
supervisory authorities shall then inform the insurance or reinsurance undertaking of the new
expiry date of the approval period.

Article 5
Decision on the application

1. The supervisory authority shall only approve the application for the use of an internal model
if it is satisfied that the systems of the insurance or reinsurance undertaking for identifying,
measuring, monitoring, managing and reporting risk are adequate, and in particular if it is
satisfied that the internal model fulfils the requirements set out in rules 3.2 to 3.5 of the
Solvency Capital Requirement — General Provisions Part of the PRA Rulebook, and Chapters
2 to 3 and rule 4.1 and Chapters 10 to 15 of the Solvency Capital Requirement — Internal
Models Part of the PRA Rulebook and regulation 48 of the 2015 Solvency 2Articles 104112
and-120-to-125-of Directive 2009/138/EC and also rules 4.2 and Chapter 5 of the Solvency
Capital Requirement — Internal Models Part of the PRA RulebookArticle—113—of that
Birective- in the case of a partial internal model.

2. In addition, the supervisory authority shall only approve the application for the use of an
internal model if it is satisfied that the policy for changing the model fulfils the requirements
set out in rules 3.3, 6.1, 6.2, 6.3 of the Solvency Capital Requirement — Internal Models Part
of the PRA Rulebook Article-115-6f Directive 2009/138/EC. When the supervisory authority
has reached a decision on an application, it shall, without delay, notify its decision in writing
to the insurance or reinsurance undertaking. That decision shall include:

(d)  where the supervisory authority has requested a transitional plan in accordance with
rule 5 of the Solvency Capital Requirement — Internal Models Part of the PRA
Rulebook Article-113-of Directive2009/138/EC, a decision about the approval of the
transitional plan referred to in Article 6
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Article 6
Transitional plan to extend the scope of the model
1. In the case referred to in rule 5 of the Solvency Capital Requirement — Internal Models Part of

the PRA Rulebook Asticle-113(2)-of Directive-2009/138/EC, the supervisory authority shall

explain the reasons for requiring a transitional plan and set the minimum scope which the
internal model must cover after the implementation of the transitional plan.

3. When the undertaking fails to implement the transitional plan to extend the scope of the
model, the supervisory authority may, without prejudice to any other available supervisory
measures, take any of the following measures:

(©) require the insurance or reinsurance undertaking to calculate the Solvency Capital
Requirement according to the standard formula set out in Chapters 2 to 7 of the
Solvency Capital Requirement — Standard Formula Part of the PRA Rulebook Asticles

 Directi 138/EC:

Article 7
Changes to the internal model

1. The insurance or reinsurance undertaking shall include in the application for approval of a
major change to the internal model documentary evidence that after applying the major
changes to the internal model the requirements set out in rules 3.2 to 3.5 of the Solvency
Capital Requirement — General Provisions Part of the PRA Rulebook, and Chapters 2 to 3 and
rule 4.1 and Chapters 10 to 16 of the Solvency Capital Requirement — Internal Models Part of
the PRA Rulebook and regulation 48 of the 2015 Regulations Asticles-101,-112 and-120-to
126-of Directive2009/138/EC and also Article113-of thatDirective-in the case of a partial
internal model_rules 4.2 and Chapter 5 of the Solvency Capital Requirement — Internal
Models Part of the PRA Rulebook, would be complied with.

Article 8

Changes to the policy for changing the internal model

2. Supervisory authorities shall approve the application to change the policy for
changing the internal model only if they are satisfied that the scope of the policy is
comprehensive and that the procedures described in the policy for changing the
internal model ensure that the internal model meets on a continuous basis the
requirements set out in rules 3.2 to 3.5 of the Solvency Capital Requirement — General
Provisions Part of the PRA Rulebook, Chapters 2 to 4 and 10 to 15 of the Solvency
Capital Requirement — Internal Models Part of the PRA Rulebook and regulation 48
of the 2015 Regulations Articles-101.112 and-120-to-125-6f Directive 2009/138/EC
and, in the case of a partial internal model, also rules 4.2 and Chapter 5 of the
Solvency Capital Requirement — Internal Models Part of the PRA Rulebook113-ef
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Annex C

APPROVALS TO ESTABLISH SPECIAL PURPOSE VEHICLES

4 MODIFICATIONS TO 2015/462/EU

4.1 Commission Implementing Regulation (EU) 2015/462 of 19 March 2015 laying down implementing
technical standards with regard to the procedures for supervisory approval to establish special
purpose vehicles, for the cooperation and exchange of information between supervisory authorities
regarding special purpose vehicles as well as to set out formats and templates for information to be
reported by special purpose vehicles in accordance with Directive 2009/138/EC of the European
Parliament and of the Council as it forms part of domestic law by virtue of section 3 of the Act, is
modified as follows:

4.1.1  Article 1(b) and Articles 8 to12 are deleted.

4.1.2 In Articles 3 and 4 new text is underlined and deleted text is struck through as shown:

Article 3
Supervisory approval to establish special purpose vehicles

The special purpose vehicle shall seek authorisation from the supervisory authority-ef-the-Member
blish it head offi ithin 1 . " : .

Article 4
Decision of the supervisory authority

1. The supervisory authority—of-the—MemberState—in—which—thespecial-purpese—vehicle—is
established-eris-to-be-established shall decide on an application for authorisation within six

months of the date of its receipt.



25 October 2018: This is part of CP26/18 ‘UK withdrawal from the EU: Changes to PRA Rulebook and onshored Binding Technical Standards' available at:
http://www.bankofengland.co.uk/prudential-regulation/publication/2018/uk-withdrawal-from-the-eu-changes-to-pra-rulebook-and-onshored-bts
UK withdrawal from the EU: changes to PRA Rulebook and onshored BTS October 2018 325

Annex D

APPROVALS TO USE UNDERTAKING-SPECIFIC PARAMETERS

5 MODIFICATIONS TO 2015/498/EU

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

5.2 Articles 1 and 6 of Commission Implementing Regulation (EU) 2015/498 of 24 March 2015 laying
down implementing technical standards with regard to the supervisory approval procedure to use
undertaking-specific parameters in accordance with Directive 2009/138/EC of the European
Parliament and of the Council as it forms part of domestic law by virtue of section 3 of the Act, are
modified as follows:

Article 1
Application for approval of the use of undertaking-specific parameters

2. The application by the insurance or reinsurance undertaking shall contain the following:

(g) a justification that each standardised method to calculate the undertaking-specific
parameter for a single segment provides the most accurate result for the fulfilment of
the requirements set out in rules 3.2 to 3.5 of the Solvency Capital Requirement -
General Provisions Part of the PRA Rulebook Avticle-101-of Directive 2009/138/EC.

4. In addition to the material specified in paragraph 3, the application shall also list all other
applications submitted by the insurance or reinsurance undertaking, or currently foreseen
within the next six months, for approval under Part 4 of the 2015 Regulations and of special
purpose vehicles to be established to carry out the reqgulated activity specified at article 13A

of the Regulated Activities Order of-any-of-the items-listed-in-Article-308a(l)-of Directive
2009/138/EC together with the corresponding application dates.

Article 6
Revocation of approval by the supervisory authority

The supervisory authority may revoke its approval granted to an insurance or reinsurance to use the
USP method, when

@ an undertaking which has been granted approval to use undertaking-specific parameters has
ceased to comply with the conditions set out in rules 3.2 to 3.5 of the Solvency Capital
Requirement - General Provisions Part of the PRA Rulebook Asticle—101—of Directive
2009/138/EC-and Articles 218, 219 and 220 of Commission Delegated Regulation (EU)
2015/35;
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Annex E

APPROVALS TO USE ANCILLARY OWN FUNDS ITEMS

6 MODIFICATIONS TO 2015/499/EU

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

6.2 Articles 2 to 4 of Commission Implementing Regulation (EU) 2015/499 of 24 March 2015 laying down
implementing technical standards with regard to the procedures to be used for granting
supervisory approval for the use of ancillary own-fund items in accordance with Directive
2009/138/EC of the European Parliament and of the Council as it forms part of domestic law by virtue
of section 3 of the Act, are modified as follows:

Article 2

Cover letter
The insurance or reinsurance undertaking shall submit a cover letter. That cover letter shall confirm

all of the following:

(b)  the amount ascribed to the ancillary own-fund item in the application complies with rule 2.7

of the Own Funds Part of the PRA Rulebook Artiele- 90(2)-ef Direetive 2009438/EC;

The cover letter shall also list other applications submitted by the insurance or reinsurance
undertaking or currently foreseen within the next 6 months for approval under Part 4 of the 2015
Requlations and of special purpose vehicles to be established to carry out the regulated activity

specified at article 13A of the Requlated Activities Order ef-any-itemstisted-in-Atrticle 308a(H-of
Direetive 2009H38/EC, together with corresponding application dates.

Article 3

Supporting evidence regarding the amount or method

Where the insurance or reinsurance undertaking seeks approval of a specified monetary amount, the
application shall include an explanation of the calculation of the amount, based on prudent and
realistic assumptions in accordance with rule 2.7 of the Own Funds Part of the PRA Rulebook

1o 00(2) of Directive 2000/138/EC.
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Article 4
Supporting evidence regarding the criteria for approval

The supporting evidence shall contain sufficient information to allow the supervisory authority to
assess whether the application complies with the criteria determined in rules 2.5 to 2.7 of the Own
Funds Part of the PRA Rulebook Attiele90—of Directive2009438/EC and Articles 62 to 65 of
Commission Delegated Regulation (EU) 2015/35. It shall contain at least the information described
in the second to seventh paragraphs of this Article.

Where the counterparty is a member of the same group or subgroup as the insurance or reinsurance
undertaking by virtue of rules 2.1, 2.2 and 2.4 of the Group Supervision Part of the PRA Rulebook
Article213—of Direetive 2009438AEC and has commitments under ancillary own-fund items to
different entities within the group, the information in points (b) to (f) of the third paragraph shall
include evidence of the ability of the counterparty to satisfy multiple calls on ancillary own-funds
items at the same time, having regard to the circumstances and the entities of the group.
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Annex F

APPROVALS TO APPLY A MATCHING ADJUSTMENT

7 MODIFICATIONS TO 2015/500/EU

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

7.2 Commission Implementing Regulation (EU) 2015/500 of 24 March 2015 laying down
implementing technical standards with regard to the procedures to be followed for the supervisory
approval of the application of a matching adjustment in accordance with Directive 2009/138/EC of the
European Parliament and of the Council as it forms part of domestic law by virtue of section 3 of the
Act, is modified as follows:

Article 2
Content of the application relating to the assigned portfolio of assets
In relation to the assigned portfolio of assets required by regulation 42(4)(a) and (b) of the Solvency

2 Regulations 2015 paragraphHa)-efArticle 77b-of Directive 2009138/EC, the application shall

include at least the following:

(a) evidence that the assigned portfolio of assets meets all of the relevant conditions specified in

regulation 42(4)-(6) of the Solvency 2 Regulations 2015 Astiele—77b(H—ef Directive
009138 FEC:

(b) details of the assets within the assigned portfolio, which shall consist of line-by-line asset
information together with the procedure used to group such assets by asset class, credit
quality and duration for the purposes of determining the fundamental spread referred to in
rule 7.2(2) of the Technical Provisions Part of the PRA Rulebook paragraphtHb)-ofArticle
77 of Directive 2009/138/EC:

(©) a description of the process used to maintain the assigned portfolio of assets in accordance

with regulation 42(4)(a) and (b) of the Solvency 2 Regulations 2015paragraphHa)-efAtticle
Fro—ef Directive2009H38/EC, including the process for maintaining the replication of
expected cash-flows where these have materially changed.

Article 3
Content of the application relating to the portfolio of insurance or reinsurance obligations

In relation to the portfolio of insurance or reinsurance obligations to which the matching adjustment
is intended to apply, the application shall contain at least the following:

(a) evidence that the insurance or reinsurance obligations meet all of the criteria specified in
points (d), (e), (g) and (j) of regulations 42(4) to 42(6) of the Solvency 2 Regulations 2015

b 1 of Asticle 77b-of Directive 2009/138/EC
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Article 4
Content of the written application relating to cash-flow matching and portfolio management

In relation to the cash-flow matching and management of the eligible portfolio of obligations and the
assigned portfolio of assets, the application shall contain at least the following:

(a) quantitative evidence that the criteria of regulation 42(4)(e) and (f) of the Solvency 2
Regulations 2015 paragraphHe)-efArticle-77b-of Direetive 2009438/EC-are met, including
a quantitative and qualitative assessment of whether any mismatch gives rise to risks which
are material in relation to the risks inherent in the insurance business to which the matching
adjustment is intended to be applied;

(b) evidence that adequate processes will be in place to properly identify, organise and
manage the portfolio of obligations and assigned portfolio of assets separately from other
activities of the undertaking, and to ensure that the assigned assets will not be used to cover
losses arising from other activities of the undertaking, in accordance with regulation 42(4)(c)

and (d) of the Solvency 2 Regulations 2015paragraph—Hb)-of Article77b—of Direetive
2000/ 138/EC:

(c) evidence of how the own funds will be adjusted in accordance with Article-8+-of Direetive
2009438/E€ Chapter 11 of the Technical Provisions Part of the PRA Rulebook to reflect any
reduced transferability;

Article 5
Additional content of the written application

In addition to the information specified in Articles 3 to 4 of this Regulation, the application
shall also include the following:

(a) confirmation that the conditions of regulation 42(4)(1) and (m) of the 2015 Regulations

Artiele—77b(3)—of Directive2009438/EC—will be met if supervisory approval to apply a

matching adjustment is granted;

(b) the liquidity plan required under rules 2.5 and 3.1(2) of the Conditions Governing Business

Part of the PRA Rulebook-Artiele-44(2)-of Directive 2009438/EC;

(©) the assessments required under rule 3.2(2) of the Conditions Governing Business Part of the

PRA Rulebook Attiele-44(2a)b)y-of Directive 2009438/EC;

(d) the assessments required under rule 3.8(4) of the Conditions Governing Business Part of the

PRA Rulebook Attiele-45(2a)-of Directive 2009133/EC;

(e) a detailed explanation and demonstration of the calculation process used to determine the
matching adjustment in accordance with the requirements of rules 7.2 - 7.5 of the Technical
Provisions Part of the PRA Rulebook Atticle-77e-of Direetive 2009438/EC;
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63) a list of the other applications submitted by the insurance or reinsurance undertaking, or
currently foreseen within the next six months, for approval of any of the items of the phasing-
in listed #-Article 308a(-ef Directive 2009138/EC Part 4 of the 2015 Regulations and of
special purpose vehicles to be established to carry out the regulated activity specified at
article 13A of the Regulated Activities Order;.

Article 7
Decision on the application

1. The supervisory authority may consider other evidence than that listed in Articles 2-5 of this
Regulation, where this evidence is relevant for assessing compliance with the conditions set
out in regulation 42(4)-(6) of the 2015 Regulations and rules 7.2 - 7.5 of the Technical
Provisions Part of the PRA Rulebook Artiele 77b(1)-and-77e-of Directive2009438/EC when

reaching a decision on the approval of the application.

5. Where insurance and reinsurance undertakings are granted approval to apply a matching
adjustment to a portfolio of insurance and reinsurance obligations, the scope of that
approval decision shall be considered to cover future insurance and reinsurance obligations
and assets that are added to that matching portfolio, provided that undertakings can
demonstrate the following:

(b) the matching portfolio continues to meet the relevant conditions efDireetive
2009438/EC-in the PRA Rulebook and the 2015 Regulations.

Article 8
Revocation of approval by the supervisory authority

Where the supervisory authority considers that an insurance or reinsurance undertaking granted
approval to use a matching adjustment has ceased to comply with the conditions set out in
regulations 42(4) to 42(6) of the 2015 Regulations or rules 7.1 to 7.5 of the Technical Provisions
Part of the PRA Rulebook Artieles 77bl)—or—7F7e—of Directive 2009H38/EC, thatthe supervisory
authority shall inform the insurance or reinsurance undertaking immediately and explain the nature
of the non-compliance.
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Annex G

STANDARD FORMULA: LIST OF REGIONAL GOVERNMENTS

8 MODIFICATIONS TO 2015/2011/EU

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

8.2 Article 1 of Commission Implementing Regulation (EU) 2015/2011 of 11 November 2015
laying down implementing technical standards with regard to the lists of regional governments
and local authorities, exposures to whom are to be treated as exposures to the central
government in accordance with Directive 2009/138/EC of the European Parliament and of the
Council as it forms part of domestic law by virtue of section 3 of the Act, is modified as follows:

Article 1
Lists of regional governments ane-Hocalauthorities
The Scottish Parliament, the National Assembly for Wales and the Northern Ireland

Assembly—foHewing—regional—governments—and—localautherities shall be considered as

entities, exposures to whom are to be treated as exposures to the central government of the
United Kingdom for the calculation of the market risk and the counterparty default risk

modules of the solvencv capltal requwement standard formula Hmémtmmmwhreh%hey&re

%% E EE®e388® @@@@
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Annex H

CAPITAL ADD-ONS

9 MODIFICATIONS TO 2015/2012/EU

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

9.2 Article 5 of Commission Implementing Regulation (EU) 2015/2012 of 11 November 2015
laying down implementing technical standards with regard to the procedures for decisions to
set, calculate and remove capital add-ons in accordance with Directive 2009/138/EC of the
European Parliament and of the Council as it forms part of domestic law by virtue of section 3
of the Act, is modified as follows:

Article 5
Progress report

In the cases set out in Article 37(1)}{b) and (c) of Directive 2009/138/EC Where the
supervisory authority concludes that either:-

@ the risk profile of the insurance or reinsurance undertaking deviates significantly from
the assumptions underlying the Solvency Capital Requirement, as calculated using an
internal model or partial internal model, because certain guantifiable risks are captured
insufficiently and the adaptation of the model to better reflect the given risk profile has
failed within an appropriate timeframe; and

(b) the system of governance of an insurance or reinsurance undertaking deviates
significantly from the rules set out in Chapters 2 and 4 of Insurance - Fitness and
Propriety Part of the PRA Rulebook, and Chapters 2 to 7 of the Conditions Governing
Business Part of the PRA Rulebook, and that those deviations prevent it from being
able to properly identify, measure, monitor, manage and report the risks that it is or
could be exposed to and that the application of other measures is in itself unlikely to
improve the deficiencies sufficiently within an appropriate timeframe, and

if requested by the supervisory authority, the insurance or reinsurance undertaking shall
inform the supervisory authority about the progress it has made in remedying the
deficiencies that led to the setting of the capital add-on and what relevant actions it has taken.
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Annex |

PROCEDURES FOR ASSESSING EXTERNAL CREDIT ASSESSMENTS

10 MODIFICATIONS TO 2015/2015/EU

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

10.2  Articles 1 and 4 of Commission Implementing Regulation (EU) 2015/2015 of 11 November
2015 laying down implementing technical standards on the procedures for assessing external
credit assessments in accordance with Directive 2009/138/EC of the European Parliament
and of the Council as they form part of domestic law by virtue of section 3 of the Act, are
modified as follows:

Article 1
Policy on risk management

For the purpose of assessing the appropriateness of external credit assessments used in the
calculation of technical provisions and the Solvency Capital Requirement by way of
additional assessments referred to in rule 3.6 of the Conditions Governing Business Part of

the PRA Rulebook Atticle—44(4a)of Directive2009/138/EC, insurance and reinsurance

undertakings shall include in their policy on risk management the following:

Article 4
Review of additional assessments

1. In accordance with rule 2.4 of the Conditions Governing Business Part of the PRA
Rulebook Article—413)—of Directive—2009/138/EC, insurance and reinsurance
undertakings shall at least annually review their additional assessments.
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Annex J

ADJUSTMENT OF THE STANDARD EQUITY CAPITAL CHARGE

11 MODIFICATIONS TO 2015/2016/EU

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

11.2  Commission Implementing Regulation (EU) 2015/2016 of 11 November 2015 laying down the
implementing technical standards with regard to the equity index for the symmetric adjustment
of the standard equity capital charge in accordance with Directive 2009/138/EC of the
European Parliament and of the Council as it forms part of domestic law by virtue of section 3
of the Act, is modified as follows:

Article 2
Calculation of the equity index

1. The level of the equity index referred to in Article-106(2)-of Directive-2009/138/EC

article 172 of the Solvency 2 Regulation shall be determined for each working day.
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Annex K

REPORTING TO SUPERVISORY AUTHORITIES

12 MODIFICATIONS TO 2015/2450/EU

121  Commission Implementing Regulation (EU) 2015/2450 of 2 December 2015 laying down
implementing technical standards with regard to the templates for the submission of
information to the supervisory authorities according to Directive 2009/138/EC of the European
Parliament and of the Council as it forms part of domestic law by virtue of section 3 of the Act,
is modified as follows:

12.2  For each reference to “Article 35(6) of Directive 2009/138/EC”, “Article 35(7) of Directive
2009/138/EC”, “the second subparagraph of Article 254(2) of Directive 2009/138/EC”; and “the
third subparagraph of Article 254(2) of Directive 2009/138/EC” substitute “a direction given by
the PRA under section 138A of the 2000 Act”.

12.3  For each reference to Article 75 of Directive 2009/138/EC substitute “rules 2.1 and 2.2 of the
Valuation Part of the PRA Rulebook”.

12.4  For each reference to “Article 230 of Directive 2009/138/EC” substitute “rules 11.1, 11.2 and
11.3 of the Group Supervision Part of the PRA Rulebook”.

12.5 For each reference to “Article 233 of that Directive” or “Article 233 of Directive 2009/138/EC”
substitute “rules 12.1 - 12.5 and 13.1 - 13.2 of the Group Supervision Part of the PRA
Rulebook”.

12.6  For each reference to “Article 245(3) of Directive 2009/138/EC” substitute “regulation 24(1)(a)
of the 2015 Regulations”.

12.7  For each reference to "points (a), (b) or (c) of Article 213(2) of Directive 2009/138/EC"
substitute "rule 2.1(1)-(3) of the Group Supervision Part of the PRA Rulebook".

12.8  For each reference to "Article 265 of that Directive" substitute "Regulation 37 of the 2015
Regulations and rule 21.1 of the Group Supervision Part of the PRA Rulebook".

12.9  For each reference to "Article 244(3) of Directive 2009/138/EC" and “Article 244(3) of that
Directive“ substitute "regulation 24 of the 2015 Regulations".

12.10 For each reference to "second subparagraph of Article 245(2) of that Directive” occurring in
Article 20 and 21 substitute “rule 16.2 of the Group Supervision Part of the PRA Rulebook”.

12.11 In the remainder of this Annex new text is underlined and deleted text is struck through:
Article 1

Subject matter

This Regulation lays down implementing technical standards on regular supervisory reporting
by establishing the templates for the submission of information to the supervisory authorities
referred-to—in-Article 35(1)and-(2)-of Directive 2009/138/EC required by rule 2.1 of the
Reporting Part of the PRA Rulebook for individual insurance and reinsurance undertakings
and in rules 16.1.and 16.2 of the Group Supervision Part of the PRA Rulebook Asticle 2442}

and-Article 245(2) of Directive 2009/138/EC for groups.
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Article 7

Simplifications allowed on quarterly reporting for individual undertakings

1. With regard to the information referred to in point (c) of Article 6(1), quarterly
measurements may rely on estimates and estimation methods to a greater extent than
measurements of annual financial data. The measurement procedures for the quarterly
reporting shall be designed to ensure that the resulting information is reliable and
complies with the standards laid down in laws of the United Kingdom (or a part of the
United Kingdom) that were relied on immediately before exit day to implement
Directive 2009/138/EC and that all material information that is relevant for the
understanding of the data is reported.

Article 9

Annual quantitative templates for individual undertakings — Balance sheet and other
general information

Insurance and reinsurance undertakings shall submit annually the information referred to in
Acrticle 304(1)(d) of Delegated Regulation (EU) 2015/35 using the following templates:

(g) template S.04.02.01 of Annex |, specifying information on class 10 in Part 1 of
Schedule 1 of the Financial Services and Markets Act 2000 (Regulated Activities)
Order 2001 Part-A-of-Annex-tof Directive 2009/138/EC, excluding carrier's liability,
following the instructions set out in section S.04.02 of Annex Il to this Regulation;

Article 24

Simplifications allowed on quarterly reporting for groups

With regard to the information referred to in point (c) of Article 23(1), quarterly
measurements may rely on estimates and estimation methods to a greater extent than
measurements of annual financial data. The measurement procedures for the quarterly
reporting shall be designed to ensure that the resulting information is reliable and complies
with the standards laid down in the laws of the United Kingdom (or a part of the United
Kingdom) that were relied on immediately before exit day to implement Directive
2009/138/EC and that all material information that is relevant for the understanding of the
data is reported.

Article 36
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Quantitative templates for groups — intra-group transactions and risk concentrations

Participating insurance and reinsurance undertakings, insurance holding companies and
mixed financial holding companies shall report:

@ significant and very significant intra-group transactions referred to in rules 16.2(1) and

(2) of the Group Superwsmn Part of the PRA Rulebookthe—first—and—second

and intra-group

transactions to be reported in all circumstances referred to in Article 245(3) of that

Directive using, as appropriate, templates S.36.01.01, S.36.02.01, S.36.03.01 and

S.36.04.01 of Annex | to this Regulation, following the instructions set out in section
S.36.01 to S.36.04 of Annex Il to this Regulation;

(b) significant risk concentrations referred to in rule 16.1 of the Group Supervision Part of
the PRA Rulebook Article-244(2)-of Directive-2009/138/EC and risk concentrations to
be reported in all circumstances referred to in Article 244(3) of that Directive using
template S.37.01.04 of Annex I to this Regulation, following the instructions set out in
section S.37.01 of Annex 11 to this Regulation.
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Annex L

SOLVENCY & FINANCIAL CONDITION REPORT

13 MODIFICATIONS TO 2015/2452/EU

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

13.2 Commission Implementing Regulation (EU) 2015/2452 of 2 December 2015 laying down
implementing technical standards with regard to the procedures, formats and templates of the
solvency and financial condition report in accordance with Directive 2009/138/EC of the
European Parliament and of the Council and as it forms part of domestic law by virtue of
section 3 of the Act, is modified as follows:

Article 1
Subject matter

This Regulation lays down implementing technical standards on the solvency and financial
condition report by establishing procedures, formats and the templates for the disclosure of
information referred to in rules 3.1 to 3.7 of the Reporting Part Article-51—of Directive
2009/438/EC for individual insurance and reinsurance undertakings and in Article—256—of
Directive2009/138/EC-rule 18.1 of the Group Supervision Part of the PRA Rulebook for
groups.

Article 4
Templates for the solvency and financial condition report of individual undertakings

Insurance and reinsurance undertakings shall publicly disclose as part of their solvency and
financial condition report at least the following templates:

@ template S.02.01.02 of Annex | specifying balance sheet information using the
valuation in accordance with rules 2.1 and 2.2 of the Valuation Part of the PRA
Rulebook Article—75-of Directive2009/138/EC, following the instructions set out in
section S.02.01 of Annex Il to this Regulation;

Article 5
Templates for the solvency and financial condition report of groups

Participating insurance and reinsurance undertakings, insurance holding companies or mixed
financial holding companies shall publicly disclose as part of their group solvency and
financial condition report at least the following templates:

(b) where, for the calculation of the group solvency, the group uses method 1 as-defined
-Article230-of Directive 2009/138/EC, either exclusively or in combination with
method 2 as those methods are defined in rule 1.2 of the Group Supervision Part of the
PRA Rulebook Article233-of Directive2009/438/EC, template S.02.01.02 of Annex |
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to this Regulation, specifying balance sheet information, using the valuation in
accordance with rules 2.1-2.2 of the Valuation Part of the PRA Rulebook Atticle75-6f
Bireetive-2009/138/EC, following the instructions set out in section S.02.01 of Annex
I11 to this Regulation;

(o)  where, for the calculation of group solvency, the group uses method 1 as-defined-in
Article230—of Directive2009/38/EC, either exclusively or in combination with
method 2 as those methods are defined in rule 1.2 of the Group Supervision Part of the
PRA Rulebook Article-233-6fthat Directive, template S.25.01.22 of Annex | to this
Regulation, specifying information on the Solvency Capital Requirement, calculated
using the standard formula, following the instructions set out in section S.25.01 of
Annex I11 to this Regulation;

(n)  where, for the calculation of group solvency, the group uses method 1 as-defined-in
Article230—of Directive 2009/38/EC, either exclusively or in combination with
method 2 as those methods are defined in rule 1.2 of the Group Supervision Part of the
PRA Rulebook Article-233-ofthat Directive, template S.25.02.22 of Annex | to this
Regulation, specifying information on the Solvency Capital Requirement, calculated
using the standard formula and a partial internal model, following the instructions set
out in section S.25.02 of Annex 111 to this Regulation;

Q) where, for the calculation of group solvency, the group uses method 1 as-defined-in
Article230—of Directive 2009/38/EC, either exclusively or in combination with
method 2 as those methods are defined in rule 1.2 of the Group Supervision Part of the
PRA Rulebook Article-233-6fthat Directive, template S.25.03.22 of Annex | to this
Regulation, specifying information on the Solvency Capital Requirement, calculated
using a full internal model, following the instructions set out in section S.25.03 of
Annex Il to this Regulation.
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Annex M

TRANSITIONAL MEASURE FOR THE EQUITY RISK SUB-MODULE

14 MODIFICATIONS TO 2016/1630/EU

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

14.2  Commission Implementing Regulation (EU) 2016/1630 of 9 September 2016 laying down
implementing technical standards with regard to the procedures for the application of the
transitional measure for the equity risk sub-module in accordance with Directive 2009/138/EC
of the European Parliament and of the Council as it forms part of domestic law by virtue of
section 3 of the Act, is modified as follows:

Article 1

1. Where the weight for the standard parameter referred to in rule 5.2(2) of the

Transitional Measures Part of the PRA Rulebook peint(b)-of thefirst subparagraph-of
Article—308b{13)—of Directive 2009/38/EC is lower than 100%, insurance and

reinsurance undertakings shall keep a record of the equities referred to in Article 173
of Delegated Regulation (EU) 2015/35 and the dates of their purchase. Where those
equities are held within a collective investment undertaking or other investments
packaged as funds and the look-through approach is not possible, undertakings shall
only keep a record of the units or shares of the collective investment undertaking or
other investment packaged as funds to which Article 173(2) applies and the dates of
their purchase.

3. The records referred to in paragraph 1 shall be updated each time the insurance or
reinsurance undertaking calculates the solvency capital requirement using the
transitional measure set out in rules 5.2 to 5.4 of the Transitional Measures Part of the

PRA Rulebook Article-308b{13)-of Directive 2009/138/EC.
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Annex N

DELETIONS

15 DELETION OF EU REGULATIONS, 643/2014/EU, 2015/461/EU, 2015/2013/EU,
2015/2014/EU AND 2015/2451/EU

15.1  The following specified EU Regulations, as they as they form part of domestic law by virtue of
section 3 of the Act, are deleted:

15.1.1 Commission Implementing Regulation (EU) 643/2014 of 16 June 2014 laying down
implementing technical standards with regard to the reporting of national provisions of
prudential nature relevant to the field of occupational pension schemes according to Directive
2003/41/EC of the European Parliament and of the Council;

15.1.2 Commission Implementing Regulation (EU) 2015/461 of 19 March 2015 laying down
implementing technical standards with regard to the process to reach a joint decision on the
application to use a group internal model in accordance with Directive 2009/138/EC of the
European Parliament and of the Council;

15.1.3 Commission Implementing Regulation (EU) 2015/2013 of 11 November 2015 laying down
implementing technical standards with regard to standard deviations in relation to health risk
equalisation systems in accordance with Directive 2009/138/EC of the European Parliament
and of the Council;

15.1.4 Commission Implementing Regulation (EU) 2015/2014 of 11 November 2015 laying down
implementing technical standards with regard to the procedures and templates for the
submission of information to the group supervisor and for the exchange of information
between supervisory authorities in accordance with Directive 2009/138/EC of the European
Parliament and of the Council;

15.1.5 Commission Implementing Regulation (EU) 2015/2451 of 2 December 2015 laying down
implementing technical standards with regard to templates and structure of the disclosure of
specific information by supervisory authorities in accordance with Directive 2009/138/EC of
the European Parliament and of the Council.
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EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (FINANCIAL CONGLOMERATES)
INSTRUMENT [YEAR]

Powers exercised

A. The Prudential Regulatory Authority (the “PRA”), being the appropriate regulator within the meaning
of the Financial Regulators’ Powers (Technical Standards etc.) (Amendment etc.) (EU Exit)
Regulations 2018 (the “Regulations”), having carried out the consultations required by regulation 5 of
the Regulations and with the approval of the Treasury, makes this instrument in exercise of the
powers conferred by regulations 3 and 4 of the Regulations.

Pre-conditions to making
B. The PRA and the FCA are the appropriate regulators for the FiICOD EU Regulations.

C. The PRA proposes to exercise the power in regulation 3 of the Regulations to modify the FiICOD EU
Regulations and considers that (a) Condition A is satisfied and (b) the modifications to the FICOD EU
Regulations can most appropriately be made by using the procedure set out in regulation 4 of the
Regulations.

D. The PRA has consulted the FCA on a division of responsibility and on the modifications contained in
Annexes A to B to this instrument in accordance with regulations 3 and 5 of the Regulations.

E. [A draft of] this instrument has been approved by the Treasury, the Minister considering that it makes
appropriate provision to prevent, remedy or mitigate any failure of retained EU law to operate
effectively, or any other deficiency in retained EU law, arising from the withdrawal of the United
Kingdom from the European Union.

Interpretation

F. In this instrument —

(a) “the Act” means the European Union (Withdrawal) Act 2018;

(b) “the FICOD EU Regulations” means the EU Regulations specified in Part 4 of the
Schedule to the Regulations under the heading “Financial Conglomerates Directive”;

) “Condition A” means the condition defined in regulation 4(2) of the Regulations;

) “exit day” has the meaning given in the Act;

) “the FCA” means the Financial Conduct Authority;
“the PRA” means the Prudential Regulation Authority;

) “the Regulations” means the Financial Regulators’ Powers (Technical Standards)
(Amendment etc.) (EU Exit) Regulations 2018.

NN~~~
Q2D Q0

Division
G. Each FiCOD EU Regulation, as it has effect in domestic law by virtue of section 3 of the Act, is

divided into two identical versions of the same, headed “Part 1 (FCA)” and “Part 2 (PRA)’
respectively.

H. Immediately before Article 1 in Part 1 (FCA) in those regulations is inserted:
“Article A1

This Part of the Regulation applies to persons regulated solely by the FCA.”

I. Immediately before Article 1 in Part 2 (PRA) is inserted:
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“Article A1

This Part of the Regulation applies to PRA-authorised persons (within the meaning of section 2B(5) of
the Financial Services and Markets Act 2000).”

Modifications to Part 2 (PRA)

J.  The PRA makes the modifications in the Annex listed in column (2) to the corresponding FiCOD EU
Regulation (or part thereof) listed in column (1) below.

(1) ()

Part 2 (PRA) of Commission Delegated Regulation (EU) 342/2014 A
Part 2 (PRA) of Commission Delegated Regulation (EU) 2015/2303 B
Commencement

K. This instrument comes into force on exit day.

Citation
L. This instrument may be cited as the Technical Standards (Financial Conglomerates) (EU Exit)
Instrument [YEAR].

By order of the Prudential Regulation Committee
[DATE]
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Annex A

Calculation Methods for Capital Adequacy

1 MODIFICATIONS TO PART 2 (PRA) OF REGULATION (EU) 342/2014

1.1 Part 2 (PRA) of Regulation 342/2014/EU means Commission Delegated Regulation (EU) No
342/2014 of 21 January 2014 supplementing Directive 2002/87/EC of the European
Parliament and of the Council and Regulation (EU) No 575/2013 of the European Parliament
and of the Council with regard to regulatory technical standards for the application of the
calculation methods of capital adequacy requirements for financial conglomerates, as it has
effect in domestic law by virtue of section 3 of the Act and this Instrument, is modified as
follows:

Article 1

Subject matter

This Regulation specifies the technical principles and technical calculation methods listed in
Annex—tto-Directive2002/87/EC Annex 2 of the Financial Conglomerates Part of the PRA
Rulebook and Annex 1R, Chapter 3 of the FCA General Prudential sourcebook for the
purposes of the alternatives to deduction referred to Article 49(1) of Regulation (EU) No
575/2013 and for the purposes of calculating own funds and supplementary capital adequacy
requirement as provided for in Article-6{2)-of Directive 2002/87/EC Capital Adequacy Rule 3
of the Financial Conglomerates Part of the PRA Rulebook and rules 3.1.25R to 3.1.31R of
the FCA General Prudential sourcebook.

Article 2

Definitions

For-thepurpeses-of-In this Regulation;-the-folowing-definitions-shall-apply:

(1) ‘insurance-led—finraneial conglomerate’ means—a—financial-conglomerate—the
most—mpertant—financial-sector—ofwhich—is—insurance—in—accordance—with

Article3(2)-of Directive2002/87/EC_has the meaning defined in Rule 1.4
(Application and Definitions) of the Financial Conglomerates Part of the PRA

Rulebook and the FCA Handbook Glossary of definitions;

(2) ‘banking-led—er—investment-led—Finaneial  and  investment  services

conglomerate” means-a financial conglomerate the most important financial
sector-of-which-is-either-the-banking-sector-or-the-investment-services-sector;

in-aceordance-with-Article 3(2)-of Directive 2002/84/EC has the meaning in
Annex 2 (Table 3) of the Financial Conglomerates Part of the PRA Rulebook
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and Annex 1R (Table 6) of Chapter 3 of the FCA General Prudential
sourcebook.

(3) ‘Directive 2013/36/EU UK law’ means the law of the United Kingdom (or any
part of it) which, immediately before exit day, implemented Directive
2013/36/EU as that law has effect on exit day;

‘FSMA’ means the Financial Services and Markets Act 2000;

4
(5) ‘PRA’ means the Prudential Regulation Authority;
(6)

a_reference to a provision of the PRA Rulebook is to the rules made by the
PRA under FSMA as amended by rule-making instruments made before exit
day under FSMA or EU Exit Instruments made at any time under the Financial
Regulators’ Powers (Technical Standards etc.) (Amendment etc.) (EU Exit)
Regulations 2018;

(7) areference to an FCA sourcebook or manual is to the rules and guidance made
by the FCA under FSMA as amended by rule-making instruments made before
exit day under FSMA or EU EXxit Instruments made at any time under the
Financial Regulators’ Powers (Technical Standards etc.) (Amendment etc.)
(EU Exit) Regulations 2018;

(8) a reference to the Solvency 2 Requlations 2015 is to The Solvency 2
Requlations 2015, SI 2015/575 as amended by regulations made under section
8 of the European Union (Withdrawal) Act 2018.

Article 4

Transferability and availability of own funds

2. The entity referred to in
2002/87/EC-Rule 12.1 of the Regulatory Reporting Part of the PRA Rulebook and
rules 16.12.32R and 16.12.33R _of the FCA Supervision manual shall, when
submitting the results of the calculation and the relevant data for the calculation
referred to in that subparagraph Rule to the coordinator, confirm and provide evidence
to the coordinator that paragraph 1 is complied with.
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Article 5

Sector specific own funds

2.

(b) basic own-fund items of undertakings-subject-to-therequirements-of Directive
2009/138/EC- _insurance undertakings or reinsurance undertakings within the
meaning of section 417 of FSMA where those items are classified in Tier 1 or
in Tier 2 in accordance with Article-94(1)-and{(2)-of that Directive Rules 3.1
and 3.2 of the Own Funds Part of the PRA Rulebook.

Article 6
Deficit of own funds at the financial conglomerate level
2. The own funds referred to in paragraph 1 are the following:

@ Common Equity Tier 1 capital as defined in Article 50 of Regulation (EU) No
575/2013;

(b) basic own-fund items where those items are-elassified may be included in Tier

1 own funds in accordance with Article-94(1)-of Directive 2009/138/EC Rule
3.1 of the Own Funds Part of the PRA Rulebook and the inclusion of those

items is not limited by the-delegated-acts—adopted-in-accordance-with-Article
99-of that Directive Article 82 of Regulation (EU) 2015/35;

(©)

(d) basic own-fund items where those items are-classified may be included in Tier
1 own funds in accordance with Article-94(1)-of Directive 2009/138/EC Rule
3.1 of the Own Funds Part of the PRA Rulebook and the inclusion of those

items is limited by the-delegated-acts-adopted-in-accordance-with-Article-99-of
that Directive Article 82 of Requlation (EU) 2015/35;

(€)

) basic own-fund items where those items may be included in Tier 2 in

accordance with Article-94(2)-of Directive2009/138/EC Rule 3.2 of the Own
Funds Part of the PRA Rulebook.
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Article 8
Consolidation

In relation to insurance-led-financialthsuranee conglomerates, method 1 for calculating the
group solvency of insurance and reinsurance undertakings, as laid down in Articles230,-23%
and—232-of Directive2009/138/EC Chapter 11 of the Group Supervision Part of the PRA
Rulebook, shall be considered as equivalent to method 1 for calculating the supplementary
capital adequacy requirements of the regulated entities in a financial conglomerate, as laid
down in Anrnex-Ho-BDirective 2002/84EC Annex 2 (Table 1) of the Financial Conglomerates
Part of the PRA Rulebook and Annex 1R (Table 1) of Chapter 3 of the FCA General
Prudential sourcebook, provided that the scope of group supervision under Fitle—Hl—-of
Direetive2009/438/EC the Group Supervision Part of the PRA Rulebook and the Solvency 2
Regulations 2015 (Part 3) is not materially different from the scope of supplementary

supervision under Ghapter-H—of Directive 2002/87/EC UK legislation implementing Chapter
Il of Directive 2002/87/EC.

Article 9
Solvency requirement

1. Where the rules for the insurance sector are to be applied, the Solvency Capital
Requirement referred to in Articles-100-and-218-of Directive 2009/138/EC Chapters 2
and 3 of the Solvency Capital Requirement — General Provisions Part and Chapter 4
of the Group Supervision Part of the PRA Rulebook including any capital add-on

applied in accordance with Article—37—ofthat Directive—folowing—from—Article

216(4)-Article 23171 -Article232,-Article233(6),—Article-238(2)-and{(3)-of that
Birective- Regulation 20 of the Solvency 2 Requlations 2015 or under sections 55L or

55M of FSMA shall be considered to be the solvency requirements; for the purpose of
the calculation of the supplementary capital adequacy requirements.

2. Where the rules for the banking or investment services sector are to be applied,

(@)  own funds requirements as laid down in Chapter 1 of Title I of Part Three of
Regulation (EU) No 575/2013, and

(b)  requirements pursuant to that Regulation or to Directive 2013/36/EU UK law
to hold own funds in excess of those requirements, including

(i) a requirement arising from the internal capital adequacy assessment
process in Article73-of that Directive the Internal Capital Adequacy
Assessment Part of the PRA Rulebook and section 2.2 of the FCA
Prudential sourcebook for Investment Firms,

(ii)  any requirement imposed by a competent authority pursuant to Article

104(H)(a)-of that-Directive Requlation 34 of the Capital Requirements
Regulations 2013 or under sections 55L or 55M of FSMA,

iii the combined buffer requirement as defined in Article-128(6)-of that
Directive Regulation 2 of the Capital Requirements (Capital Buffers

and Macro-prudential Measures) Regulations 2014, and
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(iv)  measures adopted pursuant to Articles 458 or 459 of Regulation (EU)
No 575/2013

shall be considered to be the solvency requirements for the purpose of the calculation of the
supplementary capital adequacy requirements.

Article 10

The financial conglomerate's own funds and solvency requirements

2. The own funds of asset management companies shall be calculated in accordance with
the UK legislation implementing Article 2(1)(I) of Directive 2009/65/EC of the
European Parliament and of the Council. The solvency requirements of asset
management companies shall be the requirements set out in the UK legislation
implementing Article 7(1)(a) of that Directive.

3. The own funds of alternative investment fund managers shall be calculated in
accordance with the UK leqgislation implementing Article 4(1)(ad) of Directive
2011/61/EU  of the European Parliament and of the Council. The solvency
requirements of alternative investment fund managers shall be the requirements set
out in the UK legislation implementing Article 9 of that Directive.

Article 14

Specification of technical calculation under method 1 pursuant to Bireetive 2002/87HEC
Annex 2 (Table 1) of the Financial Conglomerates Part of the PRA Rulebook and
Annex 1R (Table 1) of Chapter 3 of the FCA General Prudential sourcebook

1. The own funds of a financial conglomerate shall be calculated on the basis of the
consolidated accounts according to the relevant accounting framework applied to the
scope of supplementary supervision under the laws of the United Kingdom that
implemented Directive 2002/87/EC and shall take paragraph 5 into account where
applicable.

2. With regard to banking-led—er—investment-led—finaneial banking and investment

services conglomerates the following treatments shall be applied to unconsolidated
investments when calculating the own funds of the financial conglomerate:

5. Where an-entity-within-the-scope-of Directive2009/138/EC an insurance undertaking

or reinsurance undertaking within the meaning of section 417 of the Financial
Services and Markets Act 2000 forms part of a financial conglomerate, the calculation
of the supplementary capital adequacy requirements at the level of the financial
conglomerate shall be based on the valuation of assets and liabilities calculated in
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accordance with Sectiont-and-2-of ChapterV-of Title-of Directive 2009/138/EC

the Valuation and Technical Provisions Parts of PRA Rulebook.

9. For the purpose of calculating thresholds or limits, regulated entities in a financial
conglomerate which fall within the scope of group supervision according to Fitle—HH
of Directive 2009/138/EC the Group Supervision Part of the PRA Rulebook and Part
3 of the Solvency 2 Reqgulations 2015 shall be considered together.

Article 15

Specification of technical calculation under method 2 pursuant to Birective 2002/87/EC
Annex 2 (Table 2) of the Financial Conglomerates Part of the PRA Rulebook and
Annex 1R (Table 2) of Chapter 3 of the FCA General Prudential sourcebook

1. Where the own funds of a regulated entity are subject to a prudential filter pursuant to
the relevant sectoral rules, one of the following treatments shall apply:

@ the filtered amount, being the net amount that shall be taken into account in the
calculation of own funds of participations, shall be added to the book value of
participations in accordance with subparagraph—2-ef-Article6(4)-of Directive
2002/87/EC Annex 2 of the Financial Conglomerates Part of the PRA
Rulebook and Annex 1R of Chapter 3 of the FCA General Prudential
sourcebook, if the filtered amount increases regulatory capital;

(b)  the filtered amount referred to in point (a) shall be deducted from the book
value of participations in accordance with subparagraph-2-ef-Article-6{4)—of
Directive2002/87/EC Annex 2 of the Financial Conglomerates Part of the
PRA Rulebook and Annex 1R of Chapter 3 of the FCA General Prudential
sourcebook, if the filtered amount decreases regulatory capital.

2. For banking and investment services conglomerates, significant investment in a
financial sector entity within the meaning of Article 43 of Regulation (EU) No
575/2013, which belongs to the insurance sector and which is not a participation shall
be fully deducted from the own funds items of the entity holding the instrument, in
accordance with sectoral rules applicable to that entity.

Article 16

Specification of circumstances for the use of Method-3-pursuantto-Directive 2002/8HEC

a combination of methods 1 and 2

1. Competent authorities may only allow the application of methed-3-as—+referred-to—in
Annex-Ho-Directive-2002/84EC a combination of method 1 and method 2 as referred
to in the Financial Conglomerates Part of the PRA Rulebook and method 3 as referred
to in section 3.1 of the FCA General Prudential sourcebook in either of the following
circumstances:
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@ it is not reasonably feasible to apply either method 1 as referred to in Arnex+
to-Directive-2002/87/EC Annex 2 (Table 1) of the Financial Conglomerates
Part of the PRA Rulebook and Annex 1R (Table 1) of Chapter 3 of the FCA
General Prudential sourcebook to all entities or method 2 as referred to in
Annex——to—Directive—2002/87/EC Annex 2 (Table 2) of the Financial
Conglomerates Part of the PRA Rulebook and Annex 1R (Table 2) of Chapter
3 of the FCA General Prudential sourcebook to all entities within a financial
conglomerate, in particular because method 1 cannot be used for one or more
entities because they are outside the scope of consolidation, or because a
regulated entity is established in a third country and it is not possible to obtain
sufficient information to apply one of the methods to that entity;

3. The application of method-3—-alowed-byacompeteptauthority a combination of

method 1 and method 2 in relation to a financial conglomerate shall be consistent over
time.

Article 17

Entry into force

ANNEX

Calculation methodology for Method 2 pursuant to Bireetive2002/8HEC Annex 2
(Table 2) of the Financial Conglomerates Part of the PRA Rulebook and Annex 1R
(Table 2) of Chapter 3 of the FCA General Prudential sourcebook

Deduction and aggregation method

In the case of non-regulated financial sector entities, a notional solvency requirement shall be

calculated in accordance with Article 12. Own funds and solvency requirements shall be

taken into account for their proportional share (x) as provided for in the UK legislation

implementing Article 6(4) of Directive 2002/87/EC. and-in-accordance-with Annex—to-that
e
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Annex B

Risk Concentration and Intra-Group Transactions

1 MODIFICATIONS TO PART B (PRA) OF REGULATION 2015/2303

1.1 Part 2 (PRA) of Commission Delegated Regulation (EU) 2015/2303 of 28 July 2015
supplementing Directive 2002/87/EC of the European Parliament and of the Council with
regard to regulatory technical standards specifying the definitions and coordinating the
supplementary supervision of risk concentration and intra-group transactions, as it has effect
in domestic law by virtue of section 3 of the Act and this Instrument, is modified as follows:-

Article 1
Subject matter
This Regulation lays down rules regarding:

@) the establishment of a more precise formulation of the definitions of ‘intra-
group transactions’ and ‘risk concentration’ set out in petrts{18)-and(19)—of
Article2-of Directive 2002/84EC the Glossary to the PRA Rulebook and in
the FCA Handbook Glossary of definitions by laying down criteria for
assessing when they are of a significant character

(b)  the coordination of the previsions—adepted—pursuant—te UK legislation
implementing Articles 7 and 8 and Annex Il of Directive 2002/87/EC with

respect to:

(1) the information to be provided by regulated entities or mixed financial

holding companies to the coordinator and ether—relevant—competent

authoerities the other requlator for the purpose of supervisory overview
of risk concentration and intra-group transaction;

(i)  the methodology to be applied by the coordinator and relevant
competent-authorities the other regulator for the purposes of identifying

types of significant risk concentration and intra-group transactions;

(iii)

, I in—Aticles (3. 8(3)_ofDirective_2002/87/ECany

guantitative limits or other supervisory measures which would achieve

the objectives of supplementary supervision, with regard to any risk
concentration at the level of a financial conglomerate;

(iv) any quantitative limits and qualitative requirements or other
supervisory measures that would achieve the objectives of
supplementary supervision, with regard to intra-group transactions of
regulated entities within a financial conglomerate.
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Article 2

Significant intra-group transactions

2. With respect to regulated entities and mixed financial holding companies, when
identifying types of significant intra-group transactions, defining appropriate
thresholds, periods for reporting and overviewing significant intra-group transactions,

the coordinator and the-otherrelevant-competent-authorities the other regulator shall,

in particular, take into account:

3. The coordinator and the-etherrelevantcompetent-autherities the other requlator shall

agree on the form and content of the significant intra-group transactions report,
including language, remittance dates and channels of communication.

4. The coordinator and the-otherrelevant-competent-authorities the other requlator shall

at least require regulated entities or mixed financial holding companies to report on
the following:

5. Transactions that are executed as part of a single economic operation shall be

aggregated for the purpose of ealeulating-the-threshelds—pursuant-to-Article-8(2)-of
Directive2002/87/EC determining whether an intra-group transaction is significant.

Article 3

Significant risk concentration

3. With respect to regulated entities and mixed financial holding companies, when
identifying types of significant risk concentration, defining appropriate thresholds,
periods for reporting and overviewing significant risk concentration, the coordinator

and the-other—relevant-competentauthorities the other regulator shall, in particular,

take into account:

4. The coordinator and the-etherrelevant-competent-autherities the other requlator shall

agree on the form and content of the significant risk concentration report, including
language, remittance dates and channels of communication.
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5. The coordinator and the-otherrelevant-competent-authorities the other requlator shall

at least require regulated entities or mixed financial holding companies to report the
following:

Article 4
Supervisory measures

Without prejudice to any other supervisory powers conferred on them, competent authorities
shall, in particular,

1. require, where appropriate, regulated entities or mixed financial holding companies
to:

(a)

(b)  approve intra-group transactions of the financial conglomerate through
specified internal procedures with the involvement of its management body as

Eu%epean—P&rlmment—and—ef—the—GeemeH—(@} the Glossary of the PRA Rulebook

and the FCA Handbook Glossary of definitions;

(© report more frequently than required under Asticle7{2)and-Article-8(2)of
Birective—2002/87/EC Requlatory Reporting Rule 12 of the of the PRA

Rulebook and rule 16.12.33 of the FCA Supervision manual on significant risk
concentration and significant intra-group transactions;

Article 5
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