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EU EXIT INSTRUMENT: THE TECHNICAL STANDARDS (CAPITAL REQUIREMENTS) (EU EXIT)
(No. 4) INSTRUMENT 2020

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 “2018 Regulations”), having carried out the consultations required by
regulation 5 of the 2018 Regulations and with the approval of the Treasury, makes this instrument
in exercise of the powers conferred by regulation 3 of the 2018 Regulations.

Historic division and modification

B. The PRA made the Technical Standards (Capital Requirements) (EU Exit) (No.3) Instrument 2019
on 9 April 2019. This will divide, with effect from IP completion day, various Capital Requirements
EU Regulations, as they form part of domestic law by virtue of section 3 of the 2018 Act, into a
Part 1 (FCA) and a Part 2 (PRA). This includes:

a. 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;

b. 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;

c. Commission Implementing Regulation (EU).2016/1799 of 7 October 2016 laying down
implementing technical standards with regard to the mapping of credit assessments of
external credit assessment institutions for credit risk in accordance with Articles 136(1)
and 136(3) of Regulation EU No 575/2013 of the European Parliament and of the
Council;

d. Commission Implementing Regulation (EU) 2016/1801 of 11 October 2016 laying down
implementing technical standards with regard to the mapping of credit assessments of
external credit assessment institutions for securitisation in accordance with Regulation
(EU) No 575/2013 of the:European Parliament and of the Council; and

e. Commission Implementing Regulation (EU) 2016/1646 of 13 September 2016 laying
down implementing technical standards with regard to main indices and recognised
exchanges in accordance with Regulation (EU) No 575/2013 of the European Parliament
and of the Council

C. The Technical Standards (Capital Requirements) (EU Exit) (No.3) Instrument 2019 also modifies,
with effect from IP completion day, Part 2 (PRA) of various Capital Requirements EU Regulations,
including each of those referred to in paragraph B.

Pre-conditions tosmaking

D._The PRA and the FCA are the appropriate regulators for the Capital Requirements EU
Regulations.

E... The PRA proposes to exercise the power in regulation 3 of the 2018 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.

F. The PRA has consulted the FCA on a division of responsibility and on the modifications contained
in the Technical Standards (Capital Requirements) (EU Exit) (No.3) Instrument 2019 (as
amended by this instrument) in accordance with regulations 3 and 5 of the Regulations.

G. 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
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operate effectively, or any other deficiency in retained EU law, arising from the withdrawal of the
United Kingdom from the European Union.

Interpretation

H. In this instrument —

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

b. “the 2020 Act”’ means the European Union (Withdrawal Agreement) Act 2020;

c. “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” that are not deleted by the Technical Standards
(Capital Requirements) (EU Exit) (No.1) Instrument 2019

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

e. “the FCA” means the Financial Conduct Authority; and

f.  “IP completion day” has the meaning given in section 39 of the 2020 Act.

Amendments

I.  The PRA makes the modifications in the Annex to this instrument listed.in column (2) below to the
corresponding provisions of the Technical Standards (Capital Requirements)(EU Exit) (No.3)
Instrument 2019 listed in column (1) below.

(1) (2)
“Interpretation” and “Modifications to Part (2) PRA” Annex A
Annex F Annex B
Annex J Annex C
Annex R Annex D
Annex S Annex E

J. The PRA adds new Annexes U, V/, W, X and Y to the Technical Standards (Capital
Requirements) (EU Exit) (No.3) Instrument 2019, as set out in Annex F to this instrument.

Commencement

K. This instrument comes into.force immediately before IP completion day.

Citation

L. This instrument may be cited as the Technical Standards (Capital Requirements) (EU Exit) (No.
4) Instrument 2020.

By order of the Prudential Regulation Committee

[Date]
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Annex A

SCOPE OF THE TECHNICAL STANDARDS (CAPITAL REQUIREMENTS) (EU EXIT) (NO.3)
INSTRUMENT 2019

1 MODIFICATIONS TO THE TECHNICAL STANDARDS (CAPITAL REQUIREMENTS) (EU
EXIT) (NO.3) INSTRUMENT 2019

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

1.2 Th$ 'Il'lechnical Standards (Capital Requirements) (EU Exit) (No.3) Instrument 2019 is amended
as follows:

Interpretation

F. In this instrument —

(b) “the Cap|tal Reqmrements EU Regulahons means the—EU—RngcHaqus—speemed—m

Requlations specified in Part 4 of the Schedule-to.the Requlatlons under the headings

“Capital Requirements Directive” and “Capital Requirements Requlation” that are not
deleted by the Technical Standards (Capital Requirements) (EU Exit) (No.1) Instrument
20191

Modifications to Part (2) PRA

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) 2
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 241/2014 F

1 Note: this substitution (of identical wording) is to reflect that relevant updates have been made to Part 4 of
the Schedule to the Financial Regulators’ Powers (Technical Standards etc.) (Amendment etc.) (EU Exit)
Regulations 2018,).
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Part 2 (PRA) of Commission Delegated Regulation 523/2014 G

Part 2 (PRA) of Commission Delegated Regulation 525/2014 H

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

Part 2 (PRA) of Commission Delegated Regulation 680/2014 J
Part 2 (PRA) of Commission Implementing Regulation 1030/2014 K
Part 2 (PRA) of Commission Delegated Regulation 1187/2014 L
Part 2 (PRA) of Commission Delegated Regulation 2015/1555 M
Part 2 (PRA) of Commission Delegated Regulation 2015/1556 N
Part 2 (PRA) of Commission Delegated Regulation 2018/171 0]
Part 2 (PRA) of Commission Delegated Regulation 2018/728 P
Part 2 (PRA) of Commission Delegated Regulation 602/2014 Q

Part 2 (PRA ol Commission-Delegated-Regulation625/2044-[Deleted] | R-[Deleted]

Part 2 (PRA) of Commission Delegated Regulation 2016/1801 S
Part 2 (PRA).of Commission Delegated Regulation 2018/959 T
RPart 2 (PRA) of Commission Implementing Requlation (EU) 2016/1646 U
Part 2 (PRA) of Commission Implementing Reqgulation (EU) 2016/1799 v
Part 2 (PRA) of Commission Implementing Regulation (EU) 2020/.... w
Part 2 (PRA) of Commission Implementing Regulation (EU) 2020/.... X
Part 2 (PRA) of Commission Delegated Regulation (EU) 2020/.... Y
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Annex B
DEFINITION OF OWN FUNDS

[Note: for consultation purposes, modifications to the Technical Standards (Capital Requirements)
(EU Exit) (No.3) Instrument 2019 in this Annex B are highlighted for the convenience of readers. This
highlighting will not appear in any final instrument and will not form part of the legislative text.]

1 MODIFICATIONS TO ANNEX F TO THE TECHNICAL STANDARDS (CAPITAL
REQUIREMENTS) (EU EXIT) (NO.3) INSTRUMENT 2019

1.1 Relevant provisions of the Annex F to the Technical Standards (Capital Requiremegnts) (EU
Exit) (No.3) Instrument 2019 (which modifies Part 2 (PRA) of 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 2018 Act) are substituted as follows:

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{(orany part of it)applicable-nationaHaw 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 forthe purposes of paragraph 1, an-institution’slegat
status-shal-faHl-within-one-ef the-following-categeriesan 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 tonissue, under the applicable
law of the United Kingdom (or any part of it)according-te-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, underthe-apphecable-nationaH-aw;
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)-nationaHaw, 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 countryapplicable-natienaltaw, 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

1. Competent authorities may determine that a type of undertaking recognised under
appheable-national-awthe 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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{h)_

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 accerding-to-national-applicable-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.
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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—national—such law, provided that this part is
proportionate to their contribution to the capital and reserves or, where permitted by the
appheable—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.
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Annex C
SUPERVISORY REPORTING

[Note: for consultation purposes, modifications to the Technical Standards (Capital Requirements)
(EU Exit) (No.3) Instrument 2019 in this Annex C are highlighted for the convenience of readers. This
highlighting will not appear in any final instrument and will not form part of the legislative text.]

1 MODIFICATIONS TO ANNEX J TO THE TECHNICAL STANDARDS (CAPITAL
REQUIREMENTS) (EU EXIT) (NO.3) INSTRUMENT 2019

1.1 Relevant provisions of the Annex J to the Technical Standards (Capital Requirements) (EU
Exit) (No.3) Instrument 2019 (which modifies Part 2 (PRA) of 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) N0.575/2013
of the European Parliament and of the Council, as it forms part of domestic law by virtue of
section 3 of the 2018 Act) are substituted as follows:

Article 5

Format and frequency of reporting on own funds and on-ewn funds requirements for
institutions on an individual basis, except for investment firms subject to article 95 and
96 of Regulation (EU) N0 '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)  theinformationon the geographical distribution of exposures by country
as specified in template 9 of Annex I, according to the instructions in
Partll point 3.4 of Annex Il, where non-domestic original exposures in

all 'non-domestic’ countries in all exposures 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
Member-State-where-the—institutionistocated-United Kingdom. The
entry and exit criteria of Article 4 shall apply;

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

1) the information on all securitisation exposures as specified in templates
14 and 14.01 of Annex I, in accordance with the instructions in point 3.9
of Part Il of Annex II;

Institutions shall be exempted from submitting those securitisation

details where they are part of a group #-the-same-country-r-which-they
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are and subject to own funds requirements_in the United Kingdom on a
consolidated basis;

(2)  theinformation 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 II:

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

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

(i) the total value of the institution's assets exceeds both EUR
5 billion and.20 % of the GDP of the Member-State-where
Hs-establishee-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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Annex D

REQUIREMENTS RELATING TO EXPOSURES TO TRANSFERRED CREDIT RISK

1 DELETION OF ANNEX R TO THE TECHNICAL STANDARDS (CAPITAL REQUIREMENTS)
(EU EXIT) (NO.3) INSTRUMENT 2019

1.1 Annex R to the Technical Standards (Capital Requirements) (EU Exit) (No.3) Instrument 2019
is deleted.
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Annex E

MAPPING CREDIT ASSESSMENTS OF EXTERNAL CREDIT ASSESSMENT INSTITUTIONS FOR
SECURITISATION

[Note: for consultation purposes, modifications to the Technical Standards (Capital Requirements)
(EU Exit) (No.3) Instrument 2019 in this Annex E are highlighted for the convenience of readers. This
highlighting will not appear in any final instrument and will not form part of the legislative text.]

1 MODIFICATIONS TO ANNEX S TO THE TECHNICAL STANDARDS (CARITAL
REQUIREMENTS) (EU EXIT) (NO.3) INSTRUMENT 2019

1.1 The following provisions are added to Annex S to the Technical Standards (Capital
Requirements) (EU Exit) (No.3) Instrument 2019 (which modifies Part 2 (PRA) of. Commission
Implementing Regulation (EU) 2016/1801 of 11 October 2016 on laying down implementing
technical standards with regard to the mapping of credit assessments of.external credit
assessment institutions for securitisation in accordance with 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 2018 Act):

ANNEX |

Mapping table under the standardised approach as referred to in Article 1

ARC Ratings SA and ARC Ratings (UK) Limited

Scope Rating AG and Scope Ratings UK Limited

ANNEX 11

Mapping table'under the ratings-based method as referred to in Article 2

ARC‘Ratings'SA and ARC Ratings (UK) Limited

Scope Rating AG and Scope Ratings UK Limited
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Annex F

ADDITIONAL ANNEXES TO THE TECHNICAL STANDARDS (CAPITAL REQUIREMENTS) (EU
EXIT) (NO.3) INSTRUMENT 2019

1 MODIFICATIONS TO THE TECHNICAL STANDARDS (CAPITAL REQUIREMENTS) (EU
EXIT) (NO.3) INSTRUMENT 2019

1.1 The following Annexes are added to the Technical Standards (Capital Requirements) (EU'EXit)
(No.3) Instrument 2019:

“Annex U

MAIN INDICES AND RECOGNISED EXCHANGES

1 AMENDMENTS TO PART 2 (PRA) OF EU REGULATION 2016/1646

1.1 In this Annex deleted text is struck through.

1.2 Part 2 (PRA) of Commission Implementing Regulation (EU) 2016/1646 of 13 September 2016
laying down implementing technical standards with regard to main indices and recognised
exchanges in accordance with Regulation (EU) No 575/2013 of the European Parliament and
of the Council on prudential requirements for credit institutions and investment firms, as it
forms part of domestic law by virtue of section 3 of the 2018 Act, is modified as follows:

ANNEX 11

RECOGNISED EXCHANGES SPECIFIED UNDER ARTICLE 197 OF
REGULATION (EU) No 575/2013

Table 1

Recognised exchanges on which contracts listed in Annex 11 of Regulation (EU)
No 575/2013 are not traded

Regulated market MIC

EURONEXTFRARIS XPAR

BOERSE BERLIN (REGULIERTER MARKT) BERA
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ELECTRONIC-OPEN-ENBDFUNBS-ANDEFC-MARKEF e
MARKEFFOR-INVESTMENTVEHICLES (MP) IMHALX
ELECTRONICBONB-MARKEF MOTFx
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MIFS-CORPORATEMARKETF MFSM
SECURHIHSED BERNMATHNVES MARKET SEDX
MERCADO-BEBDEUBA-PUBHICAEN-ANOTACIONES XBPA
AAF—MERCADO-DERENTAFHEA *BRF-SEND
BOURSEDELUXEMBOURG XX
CYPRUS STOCKEXCHANGE KEYS
SPOTREGULATED-MARKEF—BMEMS SBME
SPOTFREGULATFED-MARKET—BVB XBSE
RM-SYSTEM-CZECH-STOCKEXCHANGE XRMZ
PRAGUE STOCK-EXCHANGE XPRA
BATSEUROPEREGULATED-MARKET BATEGCHEX
HSEAXMAIN-BOARD HSBX
EURONEXT LONDON XLDN
LONDON STOCK EXCHANGE — REGULATED MARKET XLON

NASDAQRIGA XRIS
NASDAQ STOCKHOLM XSTO

NORDIC- GROWTH MARKET NGM NGM
NASDAQ COPENHAGEN XCSE
OSLO AXESS XOAS
OSLO-BZRS XOSL
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BULGARIAN-STOCK-EXCHANGE—SOHAJISC XBULE
NASDAQICELAND XICE
BUDARPESTSTOCKEXCHANGE *BUb
BRAHSEAVA-STOCK-EXCHANGE XBRA
NASDAQ VILNIUS X
EURONEXT BRUSSELS XBRU
ZAGREB STOCK-EXCHANGE A
ELECTRONIC SECONDARY SECURITIES MARKET HDAL
ATHENS EXCHANGE SECURITIES MARKET XATH
EURCPEAN-WHOLESALE SECURIHES-MARKETF EWSM
IMALTA-STOCK EXCHANGE XMAL
EURONEXT AMSTERDAM XAMS
BONBSRPOTSECURITHES-MARIKETF RPWE
MARSAW STOCK EXCHANGE XWAR WBON,
WETR
LIUBLIANASTOCK-EXCHAN ' E-OFHCIAL-MARKEF XLJU
GIBRALTAR STOCK EXCHANGE GSXL
Table 2

Recognised exchanges on which contracts listed in Annex Il of Regulation (EU) No

575/2013 are traded
Regulated market MIC
IMATHE XMAT
IMONEP XMON
POWERNEXT DERIVATIVES XPOW
EUROPEAN ENERGY EXCHANGE XEEE
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XEUR
MEOX
OMHP
XMRAS
X MPW
XSRM
BMEM
POWER EXCHANGE CENTRALEUROPE =
SME-EUROPELHIMHHED cMED
ICE FUTURES EUROPE — ENERGY PRODUCTS DIVISION IFEU
ICE FUTURES EUROPE — FINANCIAL PRODUCTS DIVISION IFLL
ICE FUTURES EUROPE — EQUITY PRODUCTS DIVISION IFLO
ICE FUTURES EUROPE — AGRICULTURAL.PRODUCTS DIVISION IFLX
X
THE LONDON METAL EXCHANGE XLME
LONDON STOCK EXCHANGE DERIVATIVES MARKET XLOD
HTALIAN DERIVATIVES NARKET XDMI
NASBAQ-STOCKHOLM *XSTHO
FSHPOOL FSH
NOREXECO NEXO
NASBAQ-OSLO NORX
OSLO-BBRS XOSL
EURONEXFBRUSSELS BERIWVAHVES *BRB
ATFHENS EXCHANGE BDERNATNVES MARKET XADE
VIENNA STOCKEXCHANGE OFFICIAL MARKET (AMTLICHER HANDEL) |WBAH
BUDAREST STOCKEXCHANGE *BUb
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Annex V

MAPPING OF CREDIT ASSESSMENTS OF EXTERNAL CREDIT ASSESSMENT INSTITUTIONS
FOR CREDIT RISK

1 AMENDMENTS TO PART 2 (PRA) OF EU REGULATION 2016/1799

1.1 In this Annex new text is underlined.

1.2 Part 2 (PRA) of Commission Implementing Regulation (EU) 2016/1799 of 7 October 2016
laying down implementing technical standards with regard to the mapping of credit
assessments of external credit assessment institutions for credit risk in accordance with
Articles 136(1) and 136(3) of 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 2018 Act, is.amended
as follows:

ANNEX 111

Mapping tables for the purposes of Article 16

ARC Ratings S.A. and ARC Ratings(UK) Limited

Kroll Bond Rating Agency Europe and:Kroll Bond Rating Agency UK Limited

Scope Ratings GmbH and Scope Ratings UK Limited

S&P Global Ratings Europe Limited and S&P Global Ratings UK Limited
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Annex W

CRITERIA FOR ASSESSING THE MODELABILITY OF RISK FACTORS UNDER THE INTERNAL
MODEL APPROACH

1 AMENDMENTS TO PART 2 (PRA) OF EU REGULATION 2020/...
1.1 In this Annex new text is underlined and deleted text is struck through.
1.2 Part 2 (PRA) of Commission Delegated Regulation (EU) 2020/... of .................. 2020

supplementing Regulation (EU) No 575/2013 of the European Parliament and of the Council
with regard to regulatory technical standards to further specify the criteria for assessing the
modelability of risk factors under the internal model approach (IMA) under Article 325be(3), as
it forms part of domestic law by virtue of section 3 of the 2018 Act, is amended as follows:

Article 2

Verifiable prices

5. For the purpose of this Regulation, a third-party vendor shall be considered to be an
undertaking that provides data on transactions:or quotations to institutions for the
purpose of Article 1, including data reporting service providers as defined in-Asticle
4{1)(63)-of Directive-2014/65/EU requlation 2(1) of the Data Reporting Services
Regulations 2017 and multilateral systems as defined in Article-4{1){19)-of Directive
2014/65/E0 2(1)(11) of Requlation (EU)"No 600/2014.
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Annex X

LIQUIDITY HORIZONS FOR THE INTERNAL MODEL APPROACH

1 AMENDMENTS TO PART 2 (PRA) OF EU REGULATION 2020/...
1.1 In this Annex new text is underlined and deleted text is struck through.
1.2 Part 2 (PRA) of Commission Delegated Regulation (EU) 2020/... of .................. 2020

supplementing Regulation (EU) No 575/2013 of the European Parliament and of the Council
with regard to regulatory technical standards on liquidity horizons for the Internal Model
Approach (IMA) under points (a) to (d) of Article 325bd(7), as it forms part of domestic law by
virtue of section 3 of the 2018 Act, is amended as follows:

SECTION 4
DEFINITION OF SMALL AND LARGE CAPITALISATION

Article 7

An equity shall be considered as an equity with large capitalisation where either of the
following conditions is met:

@) its market capitalisation is greater.than. EUR 1,75 billion;

(b) it is included in one of the. indices set out in Annex | of Commission
Implementing Regulation (EU) 2016/1646 the components of which are all
quoted in the-Ynien United Kingdom.

All other equities shall be considered as equities with small capitalisation.
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Annex Y

MATERIAL RISK TAKERS

1 AMENDMENTS TO PART 2 (PRA) OF EU REGULATION 2020/...

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

1.2 Part 2 (PRA) of Commission Delegated Regulation (EU) 2020/... of .................. 2020 on
[...], as it forms part of domestic law by virtue of section 3 of the 2018 Act, is amended as
follows:

Article B1
Definitions

In this Regulation

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

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

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

d 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 IP completion day under
FSMA or EU Exit Instruments madeat any time under the Financial Regulators’
Powers (Technical Standards etc.) (Amendment etc.) (EU EXit) Requlations 2018;

(e) “core business line”” means business lines and associated services which represent
material sources_of revenue, profit or franchise value for an institution or for a group
of which an institution forms part;

(f) “group” has the meaning in section 421 of FSMA.

Article C1

Application

A PRA-authorised person to which the Remuneration Part of the PRA Rulebook applies in
accordance with rule 1.1(1) of that Part shall comply with this Regulation on an individual
basis and must comply, and ensure that the other members of the group comply, with it on a
consolidated basis or sub-consolidated basis including those members of the group
established outside the United Kingdom.

Article 1

Application of criteria
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1) Where this Delegated Regulation is applied on individual basis ir-accordance-with
Article-109-(1)-of Directive-2013/36/EU, the criteria set out therein shall be assessed

against the institution’s individual risk profile.

2) Where this Regulation is applied on consolidated or sub-consolidated level ir-accordance
with-Article-109-(2)-to(6)-of Directive-2013/36/EY, the criteria set out therein shall be
assessed against the risk profile of the relevant parent institution or financial holding
company or mixed financial holding company on a consolidated or sub-consolidated
basis.

5) A PRA-authorised person to which the derogation provided for in Article.7 of the
Requlation (EU) No 575/2013 applies is not required to comply with this Delegated
Requlation on an individual basis.

Article 4
Material business unit

‘Material business unit” shall be defined as a business unit referred to in point (3) of
paragraph 1 of Article 142 of Regulation (EU)"Ne 575/2013, which meets either of the
following criteria:

a) it is a business unit with allocated internal capital of at least 2% of the internal
capital of the institution as set out in rule 3.1(1) of the Internal Capital Adequacy
Assessment Part of the PRA Rulebook Article73-of Birective-2013/36/EU or is
otherwise seento have a material impact on the institution’s internal capital;

b) it is a core business line-as-set-out-in-point{(36)-of paragraph-t-of Article 2-of
Birective 204415, 'EU.

Article 5

Significantimpact on a material business unit’s risk and staff or categories of staff

retrec 1o under point{erof-paragraph-2of-Article 84-of Directive 204 3/36/EY

1) For the purpose of applying peint rule 3.1(1)(c)(ii) of paragraph-3-of-Article 92-of
Directive 2013/36/EU the Remuneration Part of the PRA Rulebook, institutions shall set

out within their remuneration policies objective criteria to determine whether the
professional activities of staff or categories of staff have a significant impact on the
material business unit’s risk profile, taking into account the following criteria:

a) the risk profile of the material business unit and the distribution of internal capital to
cover the nature and level of the risks as set out in rule 3.1(1) of the Internal Capital
Adequacy Assessment Part of the PRA Rulebook Article73-0f Directive
2013/36/EU;

b) the risk limits of the material business unit;
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c) the relevant risk and performance indicators used by the institution to identify,
manage and monitor risks of the material business unit in accordance with rule 2.1
of the General Organisational Requirements Part of the PRA Rulebook Article74-of
Directive 2013/36/EU;

d) the relevant performance criteria set by the institution under peints{a)-and-(b)-of
paragraph-1-of Article 94-of Directive 2013/36/EU rules 15.4 and 15.6 of the
Remuneration Part of the PRA Rulebook;

e) the duties and authorities of staff members or categories of staff.

2) Institutions shall identify staff or categories of staff under peint-{c)-of paragraph-2-of
Article-94-of Directive-2013/36/EU rule 3.1(1)(d) of the Remuneration Part of the PRA

Rulebook as having an impact on an institution’s risk profile comparably as material as

that of those categories of staff referred to in paragraph-3-ofArticle 92 of that Directive

rule 3.1(1)(a) to (c) of the Remuneration Part of the PRA Rulebook if they meet one or
more of the criteria defined in Articles 6 and 7 of this Regulation.

Article 6
Quialitative criteria

In addition to members of staff identified under the criteria set out in peints rules 3.1(1)(a)
and (b) of paragraph-3-ef-Article 92 of Directive-2013/36/EU the Remuneration Part of the

PRA Rulebook, members of staff shall be deemed torhave a/material impact on an
institution’s risk profile if one or more of the following qualitative criteria are met:

(2) the staff member has managerial responsibilities for a risk category set out in rule 3.1(2)
(a) to (g), (i) and (j) of the Internal Capital Adequacy Assessment Part of the PRA Rulebook
Articles79-to-87-of Directive-2013/36/EY or is a voting member of a committee responsible
for the management of such a risk category-provided-for-in Articles 79-to-87-of Directive
2013/36/EU;

(3) with regard to credit risk exposures of a nominal amount per transaction, representing
0.5% of the institution’s Common Equity Tier 1 capital and is at least EJR-5 £4.5 million,
the staff member.meets one of the following criteria:

Article 7

Quantitative criteria

1) Without prejudice to peint rule 3.1(1)(c) of paragraph-3-of-Article- 92 of Directive
2023/36/EU the Remuneration Part of the PRA Rulebook, members of staff shall be deemed

to have an impact on an institution’s risk profile where one or more of the following
quantitative criteria are met:

a) the staff member, including those expressly referred to in peint rule 3.1(1)(c) of
paragraph-3-of-Article 92 of Directive 2013/36/EU the Remuneration Part of the

PRA Rulebook, has been awarded in or for the preceding financial year total
remuneration that is equal to or greater than EUJR-750-000 £660,000;
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3) The applrcatron of paragraph 2 by an mstrtutron shall be subject to the prior approval of the

3 ytion PRA. The
eempeten{—authenicy PRA shaII only grve its prror approval for staff members mentioned in
(a) and (b) of paragraph 1 of Article 7 and where the institution can demonstrate that one of
the conditions set out in paragraph 2 are satisfied.

4) Where the staff member was awarded total remuneration of EJR-1-000-6066 £880,000 or
more in or for the preceding financial year, the cempetent-autherity appropriate regulator
shall only give |ts prror approval under paragraph 3 in exceptronal crrcumstances tn-order-to

5) The existence of exceptional circumstances shall be demonstrated by the.institution and
assessed by the competent-autherity PRA. Exceptional circumstances shall be.deemed as a
situation that is unusual and very infrequent or far beyond what is usual; The exceptional
circumstances shall be related to the staff member.

Article 8

Miscellenous

1) For the purpose of this Regulation and the application of Article-92(3) rule 3.1(1)(c)(i) of
Directive-2013/36/EUJthe Remuneration Part of the PRA Rulebook, the average total

remuneration of all members of the management:body. and senior management shall be
calculated, taking into account the total of the fixed and variable remuneration of all members
of the management body in its management funetion and supervisory function as well as all

staff who fall under the definition of senior management in peint-{9)-of paragraph-t-of-Article
3-of Directive 2013/36/EU the Glossary to the PRA Rulebook.

2) For the purposes of this Regulation, variable remuneration that has been awarded but has
not yet been paid shall bewalued as at the date of the award without taking into account the
application of the discountrate referred to in Article-94{1)(g)-of Directive-2013/36/EU rule
15.13 of the Remuneration Part of the PRA Rulebook or reductions in payouts, through
clawback, malus.or otherwise.

Article 11

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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