MIFIDPRU Own funds transitional provisions

Prudential sourcebook for MiFID
Investment Firms

MIFIDPRU TP 1
Own funds transitional provisions

Application
1.1 R MIFIDPRU TP 1 applies to:
(1) a MIFIDPRU investment firm; and
(2) a UK parent entity that is required by MIFIDPRU 2.5.7R to comply
with MIFIDPRU 3 on the basis of its consolidated situation; and
3) a parent undertaking to which the group capital test applies.
Purpose
1.2 G MIFIDPRU TP 1 contains transitional provisions relating to certain permissions

granted by the FCA before 1 January 2022 for the purposes of the own
funds provisions of the UK CRR. These provisions set out where a firm with
such a permission may continue to rely on it under the MIFIDPRU regime.

1.3 G MIFIDPRU TP 1 also contains transitional provisions relating to the continued
eligibility of additional tier 1 instruments issued before 1 January 2022 un-
der the UK CRR (in the form in which the UK CRR stood prior to that date).

Continuing application of certain|UK CRR|permissions

1.4 R MIFIDPRU TP 1.5 applies for the duration of a permission to which it relates,
except to the extent that the FCA revokes, varies or replaces the permission.

1.5 R (1) This rule applies to any permission listed in column (A) of the
table in MIFIDPRU TP 1.6R where that permission was granted to a
firm by the FCA for the purposes of the UK CRR before 1 January
2022.

(2) Where this rule applies, a permission in column (A) of the table
in MIFIDPRU TP 1.6R is deemed to have been granted for its re-
maining duration on equivalent terms by the FCA under the cor-
responding provision in column (B) of that table.

1.6 R This table belongs to MIFIDPRU TP 1.5R.

UK CRR

Article 26(2) UK CRR: inclusion of interim or year- MIFIDPRU 3.3.2R
end profits in common equity tier 1 capital be-

fore the firm has taken a formal decision con-

firming the final profit or loss for the year

Article 26(3) UK CRR: classification of an issuance  MIFIDPRU 3.3.3R
of capital instruments as common equity tier 1
capital

1.7 G The effect of MIFIDPRU TP 1.5 and MIFIDPRU TP 1.6 is that a permission that was
initially granted under article 26(2) or 26(3) of the UK CRR will continue to pro-
duce an equivalent effect under the corresponding provisions in MIFIDPRU 3.3.
The duration of the original permission is not affected. For example, a permis-
sion granted on 1 June 2021 for a one-year duration will be treated from 1 Jan-
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uary 2022 as if it had been granted under MIFIDPRU 3.3, but will still expire on 1
June 2022.

Additional tier 1 capital instruments issued before 1 January 2022

1.8 R
1.9 G
1.10 G
1.11 G

(1) This rule applies where:

(a) a firm which became a MIFIDPRU investment firm on 1 Janu-
ary 2022 issued instruments before that date which satisfied
the conditions to be classified as additional tier 1 instru-
ments under the UK CRR in the form in which it stood imme-
diately before 1 January 2022; and

(b) the instruments in (1) remain in issue on 1 January 2022.

(2) Where this rule applies, by no later than 1 February 2022, a MIFIDPRU
investment firm must:

(a) notify the FCA using the form in MIFIDPRU TP 1 Annex 1R, sub-
mitted via the online notification and application system, to
confirm whether:

(i) the relevant instruments satisfy the conditions
in MIFIDPRU 3.4 to be classified as additional tier
1 instruments; or

(ii) the relevant instruments do not satisfy the relev-
ant conditions in MIFIDPRU 3.4 and the firm has
therefore ceased to recognise them as part of
its additional tier 1 capital or has otherwise re-
deemed or replaced them; or

(b) apply to the FCA under|section 138A|of the Act for a modi-

fication of the relevant provisions in MIFIDPRU 3.4 to con-
tinue to allow the firm to classify the instruments as addi-
tional tier 1 instruments for the purposes of MIFIDPRU.

(1) A MIFIDPRU investment firm may have issued instruments that, imme-
diately before 1 January 2022, met the conditions in the UK CRR (in
the form in which it then stood) to be classified as additional tier 1 in-
struments and which remain in issue on 1 January 2022.

(2) Although MIFIDPRU 3.4 contains provisions for the classification of in-
struments under MIFIDPRU as additional tier 1 instruments which are
broadly equivalent to those in the UK CRR, the trigger event under
article 54(1)(a) of the UK CRR does not apply under MIFIDPRU. This is
because the own funds requirement under MIFIDPRU is calculated on
a different basis and therefore the trigger event for conversion of ad-
ditional tier 1 instruments under MIFIDPRU is defined by reference to
different criteria.

An additional tier 1 instrument issued before 1 January 2022 under the UK CRR
may satisfy the conditions in MIFIDPRU 3.4 so that it can be classified as an addi-
tional tier 1 instrument for the purposes of MIFIDPRU. This may depend upon
how the trigger events were defined in the terms of the relevant instrument
and whether additional trigger events (i.e. over and above the mandatory UK
CRR trigger event that was applicable at the time of issuance) were also
included.

(1) A firm may apply to the FCA under [section 138A| of the Act to modify

the provisions of MIFIDPRU 3.4 for existing additional tier 1 instru-
ments issued under the UK CRR before 1 January 2022, to allow those
instruments to be recognised as additional tier 1 instruments under
MIFIDPRU.

(2) In the application, the FCA would expect a firm to demonstrate how
the conversion or write-down of the additional tier 1 instruments
would function to enable the firm to continue to satisfy its own
funds requirement under MIFIDPRU in times of financial stress.
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3) If the FCA grants a modification under section 138A of the Act in
such circumstances, it may grant it on a temporary basis to facilitate
the firm’s orderly transition to the MIFIDPRU regime.

Continuing validity of IFPRU own funds notifications

1.12 R (1) This rule applies to any notification listed in column (A) of the table
in MIFIDPRU TP 1.13R, where the notification was validly submitted by a
firm or parent undertaking to the FCA for the purposes of the relev-
ant rule in the IFPRU sourcebook before 1 January 2022.

(2) Where this rule applies, a notification in column (A) of the table in MI-
FIDPRU TP 1.13R is deemed to have been a valid notification for the
purposes of the corresponding provision in column (B) in the same
row of that table.

1.13 R The table belongs to MIFIDPRU TP 1.12R.
IFPRU 3.2.10R: notification of issuance of own MIFIDPRU 3.6.5R(1) (for a MIFIDPRU investment
funds instruments firm)

MIFIDPRU 3.6.8R(1)(b) (for a UK parent entity to
which consolidation under MIFIDPRU 2.5.7R
applies)

MIFIDPRU 3.7.4R(1)(b) (for a parent undertaking to
which the group capital test applies)

IFPRU 3.2.13R: notification of issuance of ordinary  MIFIDPRU 3.6.5R(1) (for a MIFIDPRU investment
shares or debt instruments under a debt securit-  firm)

ies programme MIFIDPRU 3.6.8R(1)(b) (for a UK parent entity to
which consolidation under MIFIDPRU 2.5.7R
applies)

MIFIDPRU 3.7.4R(1)(b) (for a parent undertaking to
which the group capital test applies)

1.14 G The effect of MIFIDPRU TP 1.12R and 1.13R is that a notification that was validly
submitted for the purposes of the rules relating to the issuance of own funds
in IFPRU is valid for the purposes of the notification requirements relating to
the issuance of own funds in MIFIDPRU 3.6 or 3.7. This means that:

(1) a MIFIDPRU investment firm or parent undertaking to which IFPRU
applied is not required to submit another notification to the FCA in
relation to pre-existing instruments to treat those instruments as ad-
ditional tier 1 instruments or tier 2 instruments under MIFIDPRU;
and

(2) where the MIFIDPRU investment firm or parent undertaking issues
the same class of instruments on or after 1 January 2022, it can rely
on the exemption from the notification requirement in MIFIDPRU
3.6.5R(2), provided that the instruments are identical in all material
respects to the previous issuance notified to the FCA under /FPRU.

1.15 G MIFIDPRU TP 1.12R and 1.13R do not affect the underlying criteria in MIFIDPRU 3
for classifying an instrument as own funds. Instead, the provisions deem ex-
isting notifications to be notifications for equivalent purposes under MIFID-
PRU. This means that if the instruments that are the subject of the notifica-
tions do not meet the criteria in MIFIDPRU 3 to be classified as own funds, a
firm or parent undertaking must not treat those instruments as such. It is the
responsibility of the firm or parent undertaking relying on the transitional pro-
visions in this annex to assess whether the relevant criteria are met in relation
to any particular instrument.
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Annex 1R

pru/MIFIDPRU TP 1 Annex 1R Notification 20211201, pdf
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MIFIDPRU TP 2
Own funds requirements: transitional provisions
Application
2.1 R MIFIDPRU TP 2 applies to a MIFIDPRU investment firm on an individual basis.
2.2 R MIFIDPRU TP 2.23R applies to a UK parent entity when it is applying MIFIDPRU 4 on the
basis of its consolidated situation in accordance with MIFIDPRU 2.5.
Purpose
2.3 G MIFIDPRU TP 2 contains temporary transitional provisions that permit certain MIFID-

PRU investment firms to apply a lower own funds requirement than would other-
wise apply under MIFIDPRU 4.3. These provisions are designed to provide a smooth
transition for firms from their regulatory capital requirements under previous
prudential regimes to the requirements under MIFIDPRU.

2.4 G (1) MIFIDPRU TP 2 permits a firm (or, in the case of MIFIDPRU TP 2.23R, a UK parent
entity) to substitute an alternative requirement for one or more of its stand-
ard permanent minimum capital requirement, its fixed overheads require-
ment or its K-factor requirement. Where a firm does so, the alternative re-
quirement also replaces the standard requirement for the purposes of calcu-
lating the firm’s own funds requirement under MIFIDPRU 4.3.

(2) For example, under MIFIDPRU TP 2.21R, a former exempt BIPRU commodities
firm may substitute alternative requirements for its fixed overheads require-
ment and its K-factor requirement. During the transitional period, the own
funds requirement of the firm under MIFIDPRU 4.3.2R would be the highest of:

(a) its permanent minimum capital requirement;

(b) the alternative requirement substituted for its standard fixed over-
heads requirement; and

() the alternative requirement substituted for its standard K-factor re-
quirement.
References to ‘UK CRR["
2.5 R Any reference in MIFIDPRU TP 2 to the “UK CRR" is as a reference to the UK CRR in

the form in which it stood on 31 December 2021.
Duration of transitional arrangements

2.6 R MIFIDPRU TP 2 applies until 1 January 2027, except in the circumstances set out in MIF-
IDPRU TP 2.19R or MIFIDPRU TP 2.20R(4).

Transitional provisions for fixed overheads requirement and K-factor requirement for former
IFPRU investment firms and BIPRU firms

2.7 R (1) This rule applies to a MIFIDPRU investment firm that, under the rules in force
on 31 December 2021, was classified as:

(a) an IFPRU investment firm (other than an exempt IFPRU commodities
firm); or
(b) a BIPRU firm (other than an exempt BIPRU commodities firm).
(2) A firm may substitute the alternative requirement in (3) for each of:
(a) its fixed overheads requirement under MIFIDPRU 4.5; and

(b) to the extent applicable, its K-factor requirement under MIFIDPRU 4.6.
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2.8 G

2.9 G

3) Subject to (4), the alternative requirement is an amount equal to twice the
following, if it had continued to apply to the firm:

(a) for a former IFPRU investment firm, the own funds requirement in
Chapter 1 of Title | of Part Three of the UK CRR; or

(b) for a former BIPRU firm, the variable capital requirement in GENPRU
2.1.40R and 2.1.45R.

(4) The alternative requirement in (3) is subject to:

(a) for a former IFPRU investment firm (other than a collective portfolio
management investment firm), article 93(1) of the UK CRR, with the
reference to the initial capital requirement in that provision being
read as a reference to the base own funds requirement that would
have applied under IFPRU 3.1 if it had continued to apply to the firm;

(b) for a former BIPRU firm (other than a collective portfolio manage-
ment investment firm), the base capital requirement that would have
applied under GENPRU 2.1.47R and 2.1.48R; or

() for a collective portfolio management investment firm, the base own
funds requirement that applies under IPRU(INV) 11.3.1R(1).

(1) The effect of MIFIDPRU TP 2.7R(2) is that even where MIFIDPRU TP 2.7R applies, it
does not affect the calculation of a MIFIDPRU investment firm’s permanent
minimum capital requirement under MIFIDPRU 4.4. MIFIDPRU TP 2.13R to MIFID-
PRU 2.18R set out the circumstances in which separate transitional arrange-
ments may also apply to the permanent minimum capital requirement of a
former IFPRU investment firm or BIPRU firm.

(2) Therefore, where the permanent minimum capital requirement (where applic-
able, as limited by MIFIDPRU TP 2.13R to 2.18R) is higher than the alternative re-
quirement in MIFIDPRU TP 2.7R(3), the firm must still ensure that it has suffi-
cient own funds to meet that higher permanent minimum capital require-
ment in accordance with MIFIDPRU 4.3.

Where a MIFIDPRU investment firm applies the transitional arrangements in MIFID-
PRU TP 2.7, the alternative requirement under MIFIDPRU TP 2.7R(3) reflects how the pre-
vious requirements under the UK CRR or GENPRU would have applied to the firm on
an ongoing basis. The firm should therefore recalculate the alternative requirement
under the UK CRR or GENPRU regularly. The FCA considers that it would be appropri-
ate for the firm to carry out such calculations at least as frequently as it reports in-
formation on its own funds requirement to the FCA under MIFIDPRU 9.

Transitional provisions for fixed overheads requirement and K-factor requirement for former
exempt CAD firms

2.10 R

(1) This rule applies to a MIFIDPRU investment firm that under the rules in force
on 31 December 2021 was classified as an exempt CAD firm.

(2) A firm may substitute the alternative requirement in (3) for each of:

(a) its fixed overheads requirement under MIFIDPRU 4.5; and

(b) to the extent applicable, its K-factor requirement under MIFIDPRU 4.6.
3) The alternative requirement is:

(a) from 1 January 2022 to 31 December 2022, an amount equal to the
firm’s permanent minimum capital requirement after any transitional
relief that may apply under MIFIDPRU TP 2.12R has been taken into ac-
count; and

(b) from 1 January 2023 to 31 December 2026:

(i) in relation to the firm's fixed overheads requirement, the relevant
percentage specified in (4) of the firm's fixed overheads requirement
(as that requirement would be determined if the substitution in (2)(a)
did not apply); and

(ii) in relation to the firm's K-factor requirement, the relevant percent

MIFIDPRU TP 2/2
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age specified in (4) of the firm's K-factor requirement (as that require-
ment would be determined if the substitution in (2)(b) did not apply).

4) The relevant percentage is:
(a) from 1 January 2023 to 31 December 2023: 10%;
(b) from 1 January 2024 to 31 December 2024: 25%;
(c) from 1 January 2025 to 31 December 2025: 45%; and
(d) from 1 January 2026 to 31 December 2026: 70%.
Transitional provisions for K-factor requirement for firms not in existence before 1 January

2022
2.11 R (1) This rule applies to a MIFIDPRU investment firm that immediately before 1
January 2022:
(a) was not in existence; or

(b) did not have a Part 4A permission that permitted the firm to carry on
any investment services and/or activities.

(2) A firm may substitute the alternative requirement in (3) for its K-factor re-
quirement under MIFIDPRU 4.6 (to the extent that such a requirement
applies).

3) The alternative requirement is an amount equal to twice the fixed overheads
requirement of the firm calculated in accordance with MIFIDPRU 4.5 from time
to time.

Transitional provisions for permanent minimum capital requirement: former exempt CAD
firms
2.12 R (1) This rule applies to a MIFIDPRU investment firm that under the rules in force

on 31 December 2021 was classified as an exempt CAD firm.

(2) A firm may substitute the alternative requirement in (3) for its permanent
minimum capital requirement under MIFIDPRU 4.4.

(3) The alternative requirement is as follows:
(a) from 1 January 2022 to 31 December 2022: £50,000;
(b) from 1 January 2023 to 31 December 2023: £55,000;
() from 1 January 2024 to 31 December 2024: £60,000;
(d) from 1 January 2025 to 31 December 2025: £65,000; and
(e) from 1 January 2026 to 31 December 2026: £70,000.
(4) This rule is subject to MIFIDPRU TP 2.19R.

Transitional provisions for permanent minimum capital requirement: former IFPRU invest-
ment firms

2.13 R (1) Subject to (2), this rule applies to a MIFIDPRU investment firm that under the
rules in force on 31 December 2021 was classified as an IFPRU 50K firm.

(2) This rule does not apply to a firm to which MIFIDPRU TP 2.18R applies.

3) A firm may substitute the alternative requirement in (4) for its permanent
minimum capital requirement under MIFIDPRU 4.4.

(4) The alternative requirement is as follows:
(a) from 1 January 2022 to 31 December 2022: £50,000;
(b) from 1 January 2023 to 31 December 2023: £55,000;
(o) from 1 January 2024 to 31 December 2024: £60,000;
(d) from 1 January 2025 to 31 December 2025: £65,000; and
(e) from 1 January 2026 to 31 December 2026: £70,000.

(5) This rule is subject to MIFIDPRU TP 2.19R.

2.14 R (1) Subject to (2), this rule applies to a MIFIDPRU investment firm that:
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2.15 R

(2)
(3)

(4)

(5)
(1

()

3)

4)

provisions
(a) under the rules in force on 31 December 2021 was classified as an
IFPRU 125K firm; or
(b) is a collective portfolio management investment firm that would be

subject to a permanent minimum capital requirement of £150,000 un-
der MIFIDPRU 4.4.3R if this rule did not apply.

This rule does not apply to a firm to which MIFIDPRU TP 2.18R applies.

A firm may substitute the alternative requirement in (4) for its permanent
minimum capital requirement under MIFIDPRU 4.4.

The alternative requirement is as follows:

(a) from 1 January 2022 to 31 December 2022: £125,000;

(b) from 1 January 2023 to 31 December 2023: £130,000;

(c) from 1 January 2024 to 31 December 2024: £135,000;

(d) from 1 January 2025 to 31 December 2025: £140,000; and
(e) from 1 January 2026 to 31 December 2026: £145,000.
This rule is subject to MIFIDPRU TP 2.19R.

This rule applies to a MIFIDPRU investment firm that under the rules in force
on 31 December 2021 was classified as an IFPRU 730K firm.

A firm may substitute the alternative requirement in (3) for its permanent
minimum capital requirement under MIFIDPRU 4.4.

The alternative requirement is as follows:

(a) from 1 January 2022 to 31 December 2022: £730,000;

(b) from 1 January 2023 to 31 December 2023: £735,000;

(c) from 1 January 2024 to 31 December 2024: £740,000;

(d) from 1 January 2025 to 31 December 2025: £745,000; and
(e) from 1 January 2026 to 31 December 2026: £750,000.
This rule is subject to MIFIDPRU TP 2.19R.

Transitional provisions for permanent minimum capital requirement: former BIPRU firms

2.16 R

2.17 G

(1)

()
3)

(4)

(5
(1)

This rule applies to a MIFIDPRU investment firm that under the rules in force
on 31 December 2021 was classified as a BIPRU firm (other than an exempt BI-
PRU commodities firm or a collective portfolio management investment
firm).

This rule does not apply to a firm to which MIFIDPRU TP 2.18R applies.

A firm may substitute the alternative requirement in (4) for its permanent
minimum capital requirement under MIFIDPRU 4.4.

The alternative requirement is as follows:

(a) from 1 January 2022 to 31 December 2022: £50,000;

(b) from 1 January 2023 to 31 December 2023: £55,000;

(c) from 1 January 2025 to 31 December 2025: £65,000; and
(d) from 1 January 2024 to 31 December 2024: £60,000;

(e) from 1 January 2026 to 31 December 2026: £70,000.
This rule is subject to MIFIDPRU TP 2.19R.

The transitional arrangements in MIFIDPRU TP 2.13R to 2.16R permit the relev-
ant MIFIDPRU investment firms to substitute an alternative requirement for
their permanent minimum capital requirement. Those provisions do not af-

fect the fixed overheads requirement or, where applicable, the K-factor re-

quirement for such firms.
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(2) The effect of (1) is that where the fixed overheads requirement or the K-fac-
tor requirement of the relevant MIFIDPRU investment firm (in each case, as
modified by any other relevant transitional arrangements in this section) is
higher than the alternative requirement substituted for the firm's permanent
minimum capital requirement, the firm’s own funds requirement under MIFID-
PRU 4.3 will still be the higher of those other two requirements.

Transitional provisions for permanent minimum capital requirement: former IFPRU and BI-
PRU firms that relied on IFPRU 1.1.12R or BIPRU 1.1.23R (former “matched principal” firms)

2.18 R (1) This rule applies to a firm that, under the rules in force on 31 December
2021, was classified as one of the following:

(a) an IFPRU 50K firm, due to the application of IFPRU 1.1.12R (Meaning of
dealing on own account);

(b) an IFPRU 125K firm, due to the application of IFPRU 1.1.12R (Meaning
of dealing on own account); or

(c) a BIPRU firm, due to the application of BIPRU 1.1.23R (Meaning of
dealing on own account).

(2) A firm may substitute the alternative requirement in (3) for its permanent
minimum capital requirement under MIFIDPRU 4.4.

3) The alternative requirement is as follows:

(a) from 1 January 2022 to 31 December 2022:
(i) for a former BIPRU firm or a former IFPRU 50K firm: £50,000; or
(ii) for a former IFPRU 125K firm: £125,000;

(b) from 1 January 2023 to 31 December 2023: £190,000;

() from 1 January 2024 to 31 December 2024: £330,000;

(d) from 1 January 2025 to 31 December 2025: £470,000; and

(e) from 1 January 2026 to 31 December 2026: £610,000.

Disapplication of permanent minimum capital requirement transitional provisions because of
changes to a firm's permissions

2.19 R The transitional arrangements in MIFIDPRU TP 2.12R to 2.16R and MIFIDPRU TP 2.18R
cease to apply if there is a change to the permissions of the relevant MIFIDPRU in-
vestment firm, or any limitation or requirement that applies to the firm, on or after
1 January 2022 that increases the permanent minimum capital requirement that
would apply to the firm under MIFIDPRU 4.4.

Transitional provisions for own funds requirement: former local firms

2.20 R (1) Subject to (4), this rule applies to a MIFIDPRU investment firm that:
(a) was in existence before 25 December 2019; and
(b) under the rules in force on 31 December 2021, was classified as a local
firm.
(2) A firm may substitute the alternative requirement in (3) for its own funds re-

quirement under MIFIDPRU 4.3.
3) The alternative requirement is as follows:
(a) from 1 January 2022 to 31 December 2022: £250,000;
(b) from 1 January 2023 to 31 December 2023: £350,000;
(c) from 1 January 2024 to 31 December 2024: £450,000;
(d) from 1 January 2025 to 31 December 2025: £550,000; and
(e) from 1 January 2026 to 31 December 2026: £650,000.
(4) This rule ceases to apply to a firm where:

(a) there is a change to the permissions of the firm, or any limitation or
requirement that applies to the firm, on or after 1 January 2022; and
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(b) if the change in (a) had occurred immediately before 1 January 2022,
the firm would have ceased to meet the definition of a local firm.

Transitional provisions for fixed overheads and K-factor requirements: exempt commodities

firms
2.21 R (1) This rule applies to a MIFIDPRU investment firm that, under the rules in force
on 31 December 2021, was classified as:
(a) an exempt IFPRU commodities firm; or
(b) an exempt BIPRU commodities firm.
(2) A firm may substitute the alternative requirement in (3) for each of:
(a) its fixed overheads requirement under MIFIDPRU 4.5; and
(b) to the extent applicable, its K-factor requirement under MIFIDPRU 4.6.

(3) Subject to (5), the alternative requirement is:

(a) from 1 January 2022 to 31 December 2022: an amount equal to the
firm’s permanent minimum capital requirement;

(b) from 1 January 2023 to 31 December 2026:
(i) in relation to the firm's fixed overheads requirement, the relevant
percentage specified in (4) of the firm’s fixed overhead requirement
(as that requirement would be determined if the substitution in (2)(a)
did not apply); and
(ii) in relation to the firm's K-factor requirement, the relevant percent-
age specified in (4) of the firm's K-factor requirement (as that require-
ment would be determined if the substitution in (2)(b) did not apply).

(4) The relevant percentage is:

(a) from 1 January 2023 to 31 December 2023: 10%);
(b) from 1 January 2024 to 31 December 2024: 25%;
(c) from 1 January 2025 to 31 December 2025: 45%; and
(d) from 1 January 2026 to 31 December 2026: 70%.

(5) Subject to (6), if the firm was subject to IPRU(INV) 3 on 31 December 2021, the
alternative requirement can never be lower than the amount of the financial
resources requirement that would have applied to the firm if it had con-
tinued to be subject to IPRU(INV) 3 in the form in which that chapter stood on
that date.

(6) When determining the amount of the financial resources requirement under
IPRU(INV) 3 for the purposes of (5), a firm may determine the delta of an op-
tion as follows:

(a) if an option is traded on an exchange, the firm must use the delta pro-
vided by that exchange; or
(b) if the delta is not available from the exchange, or if the option is an
over-the-counter option, the firm may use its own estimates of delta
where the conditions in MIFIDPRU 4.12.10R are met.
2.22 G MIFIDPRU TP 2.21R(5) means that the alternative fixed overheads requirement and al-

ternative K-factor requirement of an exempt IFPRU commodities firm or an exempt
BIPRU commodities firm under the transitional arrangements are subject to a floor if
the firm was previously subject to IPRU(INV) 3. The base requirement under IPRU(INV)
3-71R (in the form in which it stood on 31 December 2021) is calculated by reference
to the highest of an absolute minimum requirement, an expenditure requirement
and a volume of business requirement. The firm should therefore recalculate the al-
ternative requirement under IPRU(INV) 3 regularly. The FCA considers that it would be
appropriate for the firm to carry out such calculations at least as frequently as it re-
ports information on its own funds requirement to the FCA under MIFIDPRU 9.

Transitional provisions for consolidated own funds requirement

MIFIDPRU TP 2/6
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2.23 R (1)

(2

3)

4

©)

(6)

)

This rule applies to a UK parent entity that is required to apply prudential
consolidation to an investment firm group in accordance with MIFIDPRU 2.5.

A UK parent entity may substitute the alternative requirements in (3) for the
following, as they result from applying MIFIDPRU 4 to its consolidated
situation:

(a) the consolidated fixed overheads requirement; and
(b) the consolidated K-factor requirement.
Subject to (8), the alternative requirement is:

(a) in relation to the fixed overheads requirement, an amount calculated
in accordance with the formula in (4); and

(b) in relation to the K-factor requirement, an amount calculated in ac-
cordance with the formula in (6).

The formula for calculating the alternative requirement for the consolidated
fixed overheads requirement is:

A=B-C
where:

A = the alternative requirement for the consolidated fixed overheads
requirement.

B = the consolidated fixed overheads requirement that results from
applying MIFIDPRU 4 to the consolidated situation in accordance with
MIFIDPRU 2.5 without applying MIFIDPRU TP 2.

C = the transitional credit, determined in accordance with (5).

For the purposes of (4), the transitional credit (C) is the sum of the output of
the following formula as applied to each MIFIDPRU investment firm in the in-
vestment firm group:

C=D-E
where:

D = the individual fixed overheads requirement that would apply to
the MIFIDPRU investment firm under MIFIDPRU 4, ignoring any trans-
itional relief under MIFIDPRU TP 2.

E = the alternative requirement that applies to the MIFIDPRU invest-
ment firm under MIFIDPRU TP 2 in place of the individual fixed over-
heads requirement. If no alternative requirement applies to the firm
in place of its individual fixed overheads requirement, the value of E
is equal to D.

The formula for calculating the alternative requirement for the consolidated
K-factor requirement is:

F=G-H
where:

F = the alternative requirement for the consolidated K-factor re-
quirement.

G = the consolidated K-factor requirement that results from applying
MIFIDPRU 4 to the consolidated situation in accordance with MIFIDPRU
2.5 without applying MIFIDPRU TP 2.

H = the transitional credit, determined in accordance with (7).

For the purposes of (6), the transitional credit (H) is the sum of the output of
the following formula as applied to each MIFIDPRU investment firm in the in-
vestment firm group:

H=1J-K
where:
J = the K-factor requirement that would apply to the individual MIFID-

B Release 36 @ May 2024 www.handbook.fca.org.uk MIFIDPRU TP 2/7



MIFIDPRU

Own funds requirements: transitional
provisions

8

PRU investment firm under MIFIDPRU 4, ignoring any transitional relief
under MIFIDPRU TP 2.

K = the alternative requirement that applies to the MIFIDPRU invest-
ment firm under MIFIDPRU TP 2 in place of the individual K-factor re-
quirement. If no alternative requirement applies to the firm in place
of its individual K-factor requirement, the value of K is equal to J.

The alternative requirement can never be lower than the following:

(a) in relation to the consolidated fixed overheads requirement, the sum
of the following in relation to the investment firm group:

(i) for each MIFIDPRU investment firm that is subject to an alternative
requirement under MIFIDPRU TP 2 in place of its individual fixed over-
heads requirement, that alternative requirement; and

(ii) for every other MIFIDPRU investment firm, the firm’s individual
fixed overheads requirement;

(b) in relation to the consolidated K-factor requirement, the sum of the
following in relation to the MIFIDPRU investment firms in the invest-
ment firm group:

(i) for each MIFIDPRU investment firm that is subject to an alternative
requirement under MIFIDPRU TP 2 in place of its individual K-factor re-
quirement, that alternative requirement; and

(ii) for other MIFIDPRU investment firms, the individual K-factor re-
quirement.

Interaction between alternative fixed overheads requirement and basic liquid assets re-

quirement

2.24 R (1)

()

3

2.25 G (1)

(2)

3)

This rule applies where:

(a) a firm is applying an alternative requirement for its fixed overheads
requirement under any of the following:

(i) MIFIDPRU TP 2.7R(2)(a);
(ii) MIFIDPRU TP 2.10R(2)(a);
(iii) MIFIDPRU TP 2.21R(2)(a); or

(b) a UK parent entity is applying an alternative requirement for its con-
solidated fixed overheads requirement under MIFIDPRU TP 2.23R(2)(a).

Where this rule applies to a firm in (1)(a), the requirement in MIFIDPRU
6.2.1R(1) applies as if the reference to the fixed overheads requirement is a
reference to the alternative requirement.

Where this rule applies to a UK parent entity in (1)(b), the requirement in Mi
FIDPRU 6.2.1R(1), as it applies on a consolidated basis, applies as if the refer-
ence to the fixed overheads requirement is a reference to the alternative re-
quirement.

The effect of MIFIDPRU TP 2.24R is that where a firm is applying an alternative
requirement for its fixed overheads requirement under a transitional provi-
sion in this annex, the amount of core liquid assets that it must hold under
MIFIDPRU 6.2.1R(1) is calculated by reference to the alternative requirement.
This does not affect any amount of core liquid assets that the firm must hold
under MIFIDPRU 6.2.1R(2) in relation to guarantees provided to clients.

MIFIDPRU TP 2.24R also applies on an equivalent basis to a UK parent entity
that is applying an alternative requirement for its consolidated fixed over-
heads requirement.

The following is an example of how MIFIDPRU TP 2.24R applies in practice:

(a) A former exempt CAD firm is calculating its basic liquid assets require-
ment under MIFIDPRU 6.2.1R after MIFIDPRU has been in force for 18
months. The firm’s fixed overheads requirement (calculated without

MIFIDPRU TP 2/8

www.handbook.fca.org.uk B Release 36 @ May 2024



MIFIDPRU Own funds requirements: transitional
provisions

any transitional relief) is 900. The firm has provided total guarantees
to clients of 100.

(b) Under MIFIDPRU TP 2.10R(2)(a), the firm can apply an alternative require-
ment of 10% of its standard fixed overheads requirement in accord-
ance with MIFIDPRU TP 2.10R(4)(a). The alternative requirement is there-
fore 90 (i.e. 10% of 900).

(c) Under MIFIDPRU TP 2.24R, the firm calculates the amount of core liquid
assets that it requires under MIFIDPRU 6.2.1R(1) by reference to the al-
ternative requirement. This means that the firm must hold core liquid
assets of 30 for these purposes (i.e. one third of 90).

(d) Under MIFIDPRU 6.2.1R(2), the firm must also hold core liquid assets of
1.6% of the total amount of the guarantees it has provided to clients.
In this case, that means that the firm must hold a further 1.6 in core li-
quid assets (i.e. 1.6% of 100). This amount is not affected by the trans-
itional relief in MIFIDPRU TP 2.24R.

(e) The firm would therefore need to hold core liquid assets of 31.6 to
satisfy its basic liquid assets requirement.

Interaction between alternative requirements under MIFIDPRU TP 2, own funds wind-down
trigger and own funds threshold requirement

2.25A R (1) Where a firm is applying an alternative requirement for its:

(a) fixed overheads requirement under any of the following: MIFIDPRU TP
2.7R(2)(a), MIFIDPRU TP 2.10R(2)(a), or MIFIDPRU TP 2.21R(2)(a);

(b) K-factor requirement under any of the following: MIFIDPRU TP
2.7R(2)(b); MIFIDPRU TP 2.10R(2)(b); MIFIDPRU TP 2.11R(2); or MIFIDPRU TP
2.21R(2)(b);

(c) permanent minimum capital requirement under any of the following:
MIFIDPRU TP 2.12R(2), MIFIDPRU TP 2.13R(3), MIFIDPRU TP 2.14R(3), MIFIDPRU
TP 2.15R(2), MIFIDPRU TP 2.16R(3), or MIFIDPRU TP 2.18R(2); or

(d) own funds requirement under MIFIDPRU TP 2.20R(2);

that firm may substitute the alternative requirement for the corresponding
requirement when calculating its own funds threshold requirement in accord-
ance with MIFIDPRU 7.6.4G.

(2) Where a firm is applying an alternative requirement for its fixed overheads
requirement under any of the provisions listed in (1)(a), the firm’s own funds
wind-down trigger is:

(a) the alternative requirement for its fixed overheads requirement; or
(b) another amount specified by the FCA in a requirement applied to the
firm.
3) Where afirmis applying an alternative requirement for itsown funds require-

mentunder MIFIDPRU TP 2.20R(2), the firm’s own funds wind-down trigger is:

(a) the lower of its fixed overheads requirement and the alternative re-
quirement for itsown funds requirement; or

(b) another amount specified by the FCA in a requirement applied to the
firm.

225B G (1) The effect of MIFIDPRU TP 2.25AR(1) is that a firm may substitute an alternative
requirement under a transitional provision in this annex for its corresponding
requirement when calculating its own funds threshold requirement. This is il-
lustrated by the example in (2).

(2) MIFIDPRU TP 2.12R(2) permits a MIFIDPRU investment firm (that was classified
under the rules in force on 31 December 2021 as an exempt CAD firm) to sub-
stitute the alternative requirement in TP2.12R(3) for its permanent minimum
capital requirement under MIFIDPRU 4.4. MIFIDPRU TP 2.25AR(1) further allows
such firm to substitute the alternative requirement for its permanent min-
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imum capital requirement when determining its own funds wind-down
threshold requirement in accordance MIFIDPRU 7.6.4G.

Continuing validity of [UK CRR[market risk permissions

2.26 R (1) This rule applies to any permission listed in column (A) of the table in MIFID-
PRU TP 2.27R, where that permission was granted to a firm by the FCA for the
purposes of the UK CRR before 1 January 2022.

(2) Where this rule applies, a permission in column (A) of the table in MIFIDPRU
TP 2.27R is deemed to have the effect described in column (B) in the same
row of that table.

2.27 R This table belongs to MIFIDPRU TP 2.26R.

UK CRR

Articles 329, 352(1) or 358 UK CRR: permission to The permission in column (A) is deemed to be a
use own estimates for delta for the purposes of valid notification under MIFIDPRU 4.12.10R for
the standardised approach for the market risk of equivalent purposes

options

Article 331 UK CRR: permission to use sensitivity =~ The permission in column (A) is deemed to have
models to calculate interest rate risk been granted on equivalent terms for its re-
maining duration under MIFIDPRU 4.12.66R

2.28 G (1) MIFIDPRU 4.12.10R requires a MIFIDPRU investment firm that
wishes to use its own estimates of delta for the purposes of
the standardised approach for the market risk of options to
notify the FCA that it meets certain minimum standards be-
fore doing so. Previously, firms that were subject to the UK
CRR were required to seek the FCA’s permission before using
their own estimates of delta for these purposes. The effect
of MIFIDPRU TP 2.25R and 2.26R is that any permission granted
for these purposes to a former CRR firm that has sub-
sequently become a MIFIDPRU investment firm will be
treated as a valid notification for the purposes of MIFIDPRU
4.12.10R. This means that the firm does not need to submit a
new notification under MIFIDPRU 4.12.10R to use its own es-
timates of delta under that rule for which the firm previ-
ously had permission.

(2) The effect of MIFIDPRU TP 2.26R and 2.27R is that a former CRR
firm that was granted a permission to use interest rate sensit-
ivity models under article 331 UK CRR and that has sub-
sequently become a MIFIDPRU investment firm can treat
that permission as having been granted on equivalent terms
for the purposes of the corresponding requirement under MI-
FIDPRU. The duration of the original permission is not affec-
ted. For example, if a firm was granted permission to use an
interest rate sensitivity model on 1 June 2021 for a one-year
duration, that permission will be treated from 1 January
2022 as if it had been granted under MIFIDPRU, but will still
expire on 1 June 2022.
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Prudential sourcebook for MiFID
Investment Firms

MIFIDPRU TP 3
Group capital test: transitional arrangements

Application
3.1 R MIFIDPRU TP 3 applies to:
(1) a MIFIDPRU investment firm;
(2) a UK parent entity; and
(3) a GCT parent undertaking in an investment firm group.
Purpose
3.2 G MIFIDPRU TP 3 contains transitional provisions which allow an investment firm

group to apply the group capital test on a temporary basis before the FCA has
determined an application under MIFIDPRU 2.4.17R, provided that certain condi-
tions are met.

Temporary application of the group capital test
3.3 R (1) This rule applies to an investment firm group where:

(a) the UK parent entity or a MIFIDPRU investment within that
investment firm group has submitted an application to the
FCA under MIFIDPRU 2.4.17R by no later than 1 February 2022;
and

(b) the management body of the UK parent entity or MIFIDPRU
investment firm has determined that there is a reasonable ba-
sis to conclude that the investment firm group satisfies the
requirements in MIFIDPRU 2.4.17R(2)(a) and (b).

(2) This rule applies from 1 January 2022 until the earlier of the following:
(a) 1 January 2024; or
(b) the date specified in the notification to the UK parent entity

or MIFIDPRU investment firm of the FCA’s decision in relation
to the application in (1)(a).

3) Where this rule applies, the undertakings in MIFIDPRU TP 3.1 may apply
the group capital test in accordance with MIFIDPRU 2.6, even though the
FCA has not granted permission to use the group capital test under MIF-
IDPRU 2.4.17R.

34 G Under MIFIDPRU 2.4.18R(2)(g), an application submitted under MIFIDPRU 2.4.17R
must demonstrate how the investment firm group would comply with the consol-
idated requirements under MIFIDPRU 2.5 if the FCA did not grant permission to ap-
ply the group capital test. The application must also explain the timeframe in
which the investment firm group would expect to comply with the consolidated
requirements. If the FCA does not grant the application, it will use this informa-
tion to determine an appropriate date under MIFIDPRU TP 3.3R(2)(b) on which the
transitional arrangements will end.
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MIFIDPRU TP 4

K-factor metric calculations: transitional

Application

4.1 R MIFIDPRU TP 4 applies to a MIFIDPRU investment firm where:

(1)

(2)

immediately before 1 January 2022, the firm was carrying on investment
services and/or activities; and

the investment services and/or activities in (1) result in K-factor metrics
that are relevant to the calculation of the following on or after 1 January
2022:

(i) the firm’s K-factor requirement; or

(i) an alternative requirement in MIFIDPRU TP 2 that is calculated by
reference to the K-factor requirement.

4.2 R MIFIDPRU TP 4.11 applies to a UK parent entity where the following conditions are

met:

(1)

(2)

Purpose
4.3 G (1)

(2)

3)

Duration

the UK parent entity is required to apply MIFIDPRU 4 on a consolidated ba-
sis in accordance with MIFIDPRU 2.5.7R; and

the consolidated situation of the UK parent entity includes one or more
of the following:

(a) a MIFIDPRU investment firm to which MIFIDPRU TP 4.1R applies;
or

(b) a third country entity to which MIFIDPRU TP 4.1R would apply if
it were established in the UK.

The standard rules in MIFIDPRU 4 require a MIFIDPRU investment firm to
collect data on the K-factor metrics that are relevant to the investment
services and/or activities that the firm carries on. Certain K-factor average
metric calculations are based on average values and require a minimum
level of historical data.

MIFIDPRU TP 4 contains transitional rules for the calculation of a firm’s K-
factor requirement where a firm was carrying on investment services and/
or activities immediately before MIFIDPRU began to apply, but does not
have the historical data necessary to calculate the relevant K-factor aver-
age metric.

MIFIDPRU TP 4 is not relevant to the calculation of the following elements
of the K-factor requirement because they do not use historical data:

(1) the K-NPR requirement;
(2) the K-TCD requirement; and
3) the K-CON requirement.

4.4 G The duration of the transitional arrangements in MIFIDPRU TP 4 depends on the rel-
evant K-factor average metric. Under MIFIDPRU TP 4.5.R(3), the transitional arrange-
ments cease to apply when a firm has (or should have) collected sufficient historical
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information to perform the necessary calculations in accordance with the standard
calculation rules for the relevant K-factor average metric in MIFIDPRU 4.

Missing historical data for K-factor calculations: transitional provisions for individual MIFID-

PRU firms
4.5 R (1)
(2)
(3)
4.6 G (1)
(2)
(3)

This rule applies to the extent that a MIFIDPRU investment firm does not

have the necessary historical data to calculate the K-factor average metric
required for any of the following in accordance with the relevant rules in
MIFIDPRU 4:

(a) its K-AUM requirement;

(b) its K-CMH requirement;

(c) its K-ASA requirement;

(d) its K-COH requirement;

(e) its K-DTF requirement; or

(f) its K-CMG requirement.

Subject to MIFIDPRU TP 4.13R(2)(a), a firm may either:

(a) use reasonable estimates to fill any missing historical data
points in the calculation of the relevant K-factor average met-
ric; or

(b) as an exception to the standard calculation rules in MIFIDPRU 4,

use the modified calculation in MIFIDPRU TP 4.11R to calculate
the relevant K-factor average metric.

This rule ceases to apply in relation to a K-factor metric on the earlier of
the following:

(a) the date on which the firm has collected sufficient historical in-
formation to calculate the K-factor average metric in accord-
ance with the rules in MIFIDPRU 4; or

(b) the date that falls n months after the date on which MIFIDPRU
first began to apply, where n is the number of months' worth
of data points required to calculate that K-factor average met-
ric in accordance with the standard calculation rules in MIFID-
PRU 4.

MIFIDPRU TP 4.5R(3) specifies the date on which the transitional arrange-
ments for calculating a K-factor average metric will cease to apply and
the firm must therefore use the standard calculation rules in MIFIDPRU 4
for that K-factor average metric. This date may vary depending on the po-
sition of the individual firm.

Under MIFIDPRU TP 4.5R(3)(a), once a firm has sufficient historical informa-
tion to perform the calculation in the standard way, it is no longer permit-
ted to use either reasonable estimates for missing data points or to use
the modified calculation in MIFIDPRU 4.11R. For example, on the date on
which MIFIDPRU begins to apply, Firm A already has historical data on its
AUM covering the previous 10 months. The standard calculation of aver-
age AUM in MIFIDPRU 4 requires 15 months of historical data. Since the
firm must begin collecting AUM data no later than the date that MIFID-
PRU begins to apply, the firm will have sufficient data to perform the
standard calculation 5 months later. At that point, the transitional ar-
rangements under MIFIDPRU TP 4 will no longer apply to the firm’s calcula-
tion of average AUM.

MIFIDPRU TP 4.5R(3)(b) acts as a “long-stop” date for the transitional ar-
rangements under MIFIDPRU TP 4. A firm must begin collecting data on its
K-factor metrics no later than the date that MIFIDPRU begins to apply.
Therefore, a MIFIDPRU investment firm should have sufficient historical
data to perform the standard calculation of a K-factor metric once suffi-
cient months have elapsed to cover at least the standard calculation
period for that K-factor metric. For example, the standard calculation for
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average CMH requires 9 months of historical data. For the purposes of MIF-
IDPRU TP 4.5.R(3)(b), the value of n is therefore 9, and the transitional ar-
rangements under MIFIDPRU TP 4 will cease to apply to the calculation of
average CMH 9 months after MIFIDPRU first begins to apply.

4.7 R (1) A firm must apply its chosen approach under MIFIDPRU TP 4.5R(2) consist-
ently for a specific K-factor average metric.
(2) A firm may apply different approaches under MIFIDPRU TP 4.5R(2) for differ-

ent K-factor average metrics.

4.8 G MIFIDPRU TP 4.7R prevents a firm from changing its approach to missing historical
data points for a particular K-factor average metric. For example, if a firm is miss-
ing the necessary historical data points and chooses to apply the modified calcula-
tion in MIFIDPRU TP 4.11R to determine average AUM, it cannot subsequently decide
to estimate the missing values for average AUM instead. However, a firm may
choose, for example, to use reasonable estimates for missing values for average
AUM, but to apply the modified calculation in MIFIDPRU TP 4.11R for the purposes of
missing values for average COH. In the example, this could reflect the fact that the
firm has a reasonable basis on which to estimate AUM, but is unable to produce
reasonable estimates for COH.

4.9 R If the FCA requests it, a firm that uses reasonable estimates in accordance with MIF-
IDPRU TP 4.5R(2)(a) must explain how it has determined the relevant estimates.

4.10 G If a firm does not have a reasonable basis on which to estimate missing historical
data points for a K-factor average metric, it should apply the modified calculation
in MIFIDPRU TP 4.11R.

4.11 R (1) A firm that is using the modified calculation for determining a K-factor av-
erage metric, other than for the K-CMG requirement, must apply the fol-
lowing requirements:

(a) the firm must calculate the arithmetic mean of the daily values
(or in the case of AUM, monthly values) for the K-factor metric
over the previous n months, excluding the most recent y
months;

(b) n is the number of months that have elapsed since MIFIDPRU
began to apply (with the month during which MIFIDPRU begins
to apply being counted as month 1);

(c) y is the greater of:
(i) zero; or
(i) n minus x; and

(d) x is a fixed value, being:
(i) 12 for average AUM,;
(i) 6 for average CMH, average ASA or average DTF; and
(iii) 3 for average COH.

(2) A firm that uses the modified calculation for determining the level of mar-

gin for the purposes of the K-CMG requirement must apply the following
requirements:

(a) the firm must calculate the third highest amount of total mar-
gin as calculated under MIFIDPRU 4.13.5R required from the firm
on a daily basis over the preceding n months; and

(b) n is the number of months that have elapsed since MIFIDPRU
began to apply (with the month during which MIFIDPRU begins
to apply being counted as month 1).

4.12 G (1) The following are worked examples of the modified calculation in MIFID-
PRU TP 4.11R.
(2) Firm A has chosen to apply the modified calculation for average AUM. MiI-

FIDPRU has been in force for 6 months. Firm A would calculate its average
AUM as follows:
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(a) the value of n is 6, being the length of time that MIFIDPRU has
been in force;

(b) the value of y is zero, as zero is greater than n minus x (i.e. 6
minus 12). This means that Firm A must not exclude any of the
most recent months of daily figures; and

(c) when calculating average AUM for present purposes, Firm A
must therefore calculate the arithmetic mean of the previous 6
months of daily values for AUM.

3) Firm B applies the modified calculation for COH, as it is unable to gener-
ate reasonable estimates for missing data points for COH. MIFIDPRU has
been in force for 4 months. Firm B would calculate its COH as follows:

(a) the value of n is 4, being the length of time that MIFIDPRU has
been in force;

(b) the value of y is 1, as n minus x (i.e. 4 minus 3) is greater than
zero; and
(c) when calculating average COH for present purposes, Firm B

must therefore calculate the arithmetic mean of the previous 4
months of daily values for COH, excluding the values for the
most recent month.

(4) MIFIDPRU has been in force for 10 months. Although Firm C would like to
apply the modified calculation for average CMH, under MIFIDPRU TP
4.5R(3)(b), this is not permitted. This is because the standard calculation of
average CMH under MIFIDPRU 4 requires only 9 months of daily values.
Firm C should therefore have collected sufficient data by that time to be
able to apply the standard calculation.

Missing historical data for K-factor calculations: transitional provisions for investment firm
groups to which consolidation applies

413 R (1) If the conditions in (2) are met, a UK parent entity may apply the trans-
itional arrangements in MIFIDPRU TP 4.5R to MIFIDPRU TP 4.11R, as modified
by MIFIDPRU TP 4.14R, when calculating K-factor average metrics on a con-
solidated basis.

(2) The conditions are as follows:

(a) to the extent that it is relying on the transitional arrangements
in MIFIDPRU TP 4, each MIFIDPRU investment firm in the invest-
ment firm group must apply the same approach under MIFIDPRU
TP 4.5R(2) to calculate a specific K-factor average metric on an in-
dividual basis; and

(b) the UK parent entity must apply the same approach under MIF-
IDPRU TP 4.5R(2) to calculate a specific K-factor average metric on
a consolidated basis as the firms in (a) have applied on an indi-

vidual basis.
414 R Where a UK parent entity is applying MIFIDPRU TP 4.5R to 4.11R in accordance with
MIFIDPRU TP 4.13R, the following modifications apply:
(1) a reference to a “K-factor metric" or a “K-factor average metric” is a ref-

erence to that K-factor metric or K-factor average metric as it applies on a
consolidated basis;

(2) a reference to the “K-AUM requirement”, "K-COH requirement”, "K-ASA
requirement”, "K-CMH requirement”, “K-DTF requirement” or “K-CMG re-
quirement” is a reference to those requirements as they apply on a consol-
idated basis;

3) a reference to MIFIDPRU 4 is a reference to that chapter as it applies on a
consolidated basis in accordance with MIFIDPRU 2.5; and

(4) a reference to a “firm" is a reference to the UK parent entity.

MIFIDPRU TP 4/4 www.handbook.fca.org.uk B Release 36 @ May 2024
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4.15 G (1) Under MIFIDPRU 2.5, a third country entity that would be a MIFIDPRU in-
vestment firm if it were established in the UK may contribute towards a
consolidated K-factor metric. A UK parent entity may rely on the trans-
itional arrangements in MIFIDPRU TP 4 in relation to missing data points re-
lating to such entities that the UK parent entity requires to calculate the
consolidated K-factor requirement.

(2) However, under MIFIDPRU 2.5.9R, a UK parent entity must ensure that any
subsidiaries that are not subject to MIFIDPRU (including third country en-
tities) implement the necessary arrangements to ensure that the UK par-
ent entity can comply with consolidated requirements. As a result, the
guidance in MIFIDPRU TP 4.6G(2) is equally applicable to third country entit-
ies within the investment firm group, which must ensure that they begin
to collect the necessary data once MIFIDPRU begins to apply.
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MIFIDPRU TP 5
Advance data collection

Application
5.1 R MIFIDPRU TP 5 applies to:
(1) a MIFIDPRU investment firm; and
(2) a UK parent entity.
Duration
5.2 R MIFIDPRU TP 5 applies from 1 December 2021 until 1 January 2022 (the “relevant
period”).
Purpose
5.3 G (1) MIFIDPRU TP 5 requires MIFIDPRU investment firms and UK parent en-
tities to begin collecting data on K-factor metrics one month before
the MIFIDPRU sourcebook begins to apply in full.

2) If firms and parent undertakings will be using the alternative calcula-
tion in MIFIDPRU TP 4 after MIFIDPRU begins to apply in full, the data
covering the relevant period will allow them to calculate their K-fac-
tor requirement during the first month.

3) If firms and parent undertakings will be using the reasonable estim-

ates approach in MIFIDPRU TP 4 after MIFIDPRU begins to apply in
full, the data covering the relevant period will provide at least one
month’s observed historical data which must be used in the relevant
calculations. The observed data may also be helpful for verifying
whether any remaining estimated historical data points are
reasonable.

Requirement to collect data on K-factor metrics

5.4 R (1) A MIFIDPRU investment firm or UK parent entity must collect the re-
quired information in (2) throughout the relevant period.

(2) The required information is:

(a) for a MIFIDPRU investment firm, data on the K-factor
metrics that the firm would be required to collect to cal-
culate its individual K-factor requirement if MIFIDPRU ap-
plied in full; and

(b) for a UK parent entity, data on the K-factor metrics that
the investment firm group would be required to collect
to calculate its K-factor requirement on a consolidated
basis if MIFIDPRU applied in full.

5.5 G MIFIDPRU TP 5.4R only requires a firm or parent undertaking to collect data on K-
factor metrics that are relevant to the investment services/and or activities that
it carries on (or in the case of a parent undertaking, that relevant entities
within its investment firm group carry on).
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MIFIDPRU TP 6
Application of criteria to be classified as an SNI MIFIDPRU
investment firm: transitional

Application
6.1 R MIFIDPRU TP 6 applies to the following:
(1) a MIFIDPRU investment firm; and
(2) a UK parent entity, in accordance with MIFIDPRU TP 6.9R.
Purpose
6.2 G (1) MIFIDPRU TP 6 explains how a MIFIDPRU investment firm, or a UK parent

entity which is applying MIFIDPRU 1.2 on a consolidated basis, should de-
termine whether it meets the conditions to be classified as an SNI MIFID-
PRU investment firm on the date on which MIFIDPRU begins to apply.

(2) Under MIFIDPRU TP 6.4R, a MIFIDPRU investment firm or a UK parent en-
tity may use either the reasonable estimates approach or the alternative
calculation in MIFIDPRU TP 4.5R(2) to determine missing historical data
points for the purposes of applying the average AUM or average COH
conditions under MIFIDPRU 1.2.1R(1) and (2).

3) Under MIFIDPRU TP 6.7R, a MIFIDPRU investment firm or a UK parent en-
tity must use its best efforts to estimate any missing historical data
points for the purposes of applying the condition relating to total an-
nual gross revenue from investment services and/or activities in MIFIDPRU
1.2.1R(7).

4) The transitional arrangements in MIFIDPRU TP 6 apply only to the extent
that the firm has missing historical data points. If a firm has observed his-
torical data covering any part of the relevant period, the firm should
use those data points when applying the relevant calculations.

Duration

6.3 G The duration of the transitional arrangements in MIFIDPRU TP 6 depends on the rel-
evant condition for classification as an SNI MIFIDPRU investment firm under MIFID-
PRU 1.2. Under MIFIDPRU TP 6.4R(5) and MIFIDPRU TP 6.7R(3), the transitional arrange-
ments cease to apply once a firm or UK parent entity has (or should have) col-
lected sufficient historical information to apply the relevant condition in accord-
ance with the applicable methodology in MIFIDPRU 1.2.

Missing historical data for application of SNI classification criteria: transitional for indi-
vidual MIFIDPRU investment firms

6.4 R (1) This rule applies to the extent that a MIFIDPRU investment firm does not
have the necessary historical data to determine whether the following
conditions are met:

(a) the average AUM condition in MIFIDPRU 1.2.1R(1); or
(b) the average COH condition in MIFIDPRU 1.2.1R(2).
2) If a firm decides to apply the alternative approach in MIFIDPRU 1.2.4R for

the purposes of assessing whether a condition in (1) is met, this rule ap-
plies to the extent that the firm does not have the necessary historical
data to apply that alternative approach to the relevant condition.
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Application of criteria to be classified as an
SNI MIFIDPRU investment firm: transitional

6.5 R
6.6 R
6.7 R
6.8 R
6.9 G
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(2)
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(3)

Where this rule applies, a firm may (subject to (4) and MIFIDPRU TP 6.5R)
use either of the approaches set out in MIFIDPRU TP 4.5R(2) to assess
whether the relevant condition in (1) is met.

A firm’s choice of approach under (3) must be consistent with any choice
that the firm has made under MIFIDPRU TP 4.5R(2) in relation to the same
K-factor average metric for the purposes of applying the transitional ar-
rangements in MIFIDPRU TP 4.

This rule ceases to apply in relation to a condition in (1) on the earlier of
the following:

(a) the date on which the firm has collected sufficient historical in-
formation necessary to apply the condition in accordance with
the applicable methodology under MIFIDPRU 1.2; or

(b) the date that falls n months after the date on which MIFIDPRU
began to apply, where n is the number of months’ worth of
data points required to apply that condition in accordance with
the applicable methodology under MIFIDPRU 1.2.

This rule applies where a firm has chosen to apply both of the ap-
proaches below to determine whether the average AUM condition in M-
FIDPRU 1.2.1R(1) or the average COH conditions in MIFIDPRU 1.2.1R(2) is
met:

(a) the alternative approach in MIFIDPRU 1.2.4R; and

(b) the modified calculation under MIFIDPRU TP 4.5R(2)(b).

Where this rule applies, the modified calculation applies as if:

(a) in MIFIDPRU TP 4.11R(1)(a), the words “excluding the most recent
y months" were deleted; and

(b) MIFIDPRU TP 4.11R(1)(c) and (d) were omitted.

A firm must apply its chosen approach under MIFIDPRU TP 6.4R(2) consist-
ently in relation to a specific condition in MIFIDPRU TP 6.4R(1).

A firm may apply different approaches under MIFIDPRU TP 6.4R(2) in rela-
tion to different conditions in MIFIDPRU TP 6.4R(1).

This rule applies to the extent that a MIFIDPRU investment firm does not
have the necessary historical data to determine if the condition relating
to the total annual gross revenue from investment services and/or activit-
ies in MIFIDPRU 1.2.1R(7) is met.

Where this rule applies, a firm must use its best efforts to estimate any
missing historical data points for the calculation of the condition in (1).

This rule ceases to apply in relation to a condition in (1) on the earlier of
the following:

(a) the date on which the firm has collected sufficient historical in-
formation necessary to apply the condition in accordance with
the standard methodology under MIFIDPRU 1.2; or

(b) the date on which two complete financial years for the firm
have elapsed after the date that MIFIDPRU began to apply.

If the FCA requests, a firm must provide a reasonable explanation of how the firm
has determined any estimate under MIFIDPRU TP 6.4R(3) or MIFIDPRU TP 6.7R(2).

(1

It is unnecessary to provide transitional arrangements for the following
conditions:

(a) the average ASA condition in MIFIDPRU 1.2.1R(3);
(b) the average CMH condition in MIFIDPRU 1.2.1R(4);
() whether the firm has permission to deal on own account in MIF-

IDPRU 1.2.1R(5);
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SNI MIFIDPRU investment firm: transitional

(2

3)

@

6.10 G (1)

(2)

(d) the condition relating to the balance sheet total of the firm in
MIFIDPRU 1.2.1R(6);

(e) the average DTF condition in MIFIDPRU 1.2.1R(9); and

(f) the condition relating to acting as a depositary in MIFIDPRU
1.2.1R(10).

The average ASA and average CMH conditions require that the firm has
not held any MiFID client money, or any client assets in the course of Mi-
FID business, during the preceding 9 months, excluding the most recent
3 months. A firm should already have information on whether it has
held client money or client assets in the past. If the firm is unable to de-
termine whether any amounts of client money or client assets were held
in connection with MiFID business, it should apply MIFIDPRU 4.8.6R or MIF-
IDPRU 4.9.6R and treat the amounts as if they were held in connection
with MIFID business for these purposes.

The conditions in (1)(c), (1)(d) and (1)(f) do not rely on historical informa-
tion and therefore can be assessed by the firm at the point at which MIF-
IDPRU first begins to apply without any need for transitional ar-
rangements.

The average DTF condition requires that the firm must not have entered
into any transactions by dealing on own account or through the execu-
tion of orders on behalf of clients in the firm’s own name during the
preceding 9 months, excluding the most recent 3 months. The FCA con-
siders that a firm should already know whether it executed any transac-
tions in that capacity during the relevant period.

MIFIDPRU TP 6.4R(5) and MIFIDPRU TP 6.7R(3) specify the date on which the
transitional arrangements for applying certain conditions under MIFID-
PRU 1.2.1R will cease to apply. From that date onwards, the firm wiill
need to apply the standard methodology for determining whether it
meets the relevant condition. This date may vary depending on the posi-
tion of the individual firm and the relevant condition.

Under MIFIDPRU TP 6.4R(5)(a), if a firm has sufficient historical information
to apply a condition in MIFIDPRU TP 6.4R(1), it is no longer permitted to
rely on the transitional arrangements. The following are examples of
how this requirement applies:

(a) Example 1: On the date on which MIFIDPRU begins to apply,
Firm A already has historical data on its AUM covering the pre-
vious 10 months. Assuming that the firm is applying the stand-
ard criteria under MIFIDPRU 1.2.1R (and not the alternative ap-
proach in MIFIDPRU 1.2.4R), the average AUM condition under
MIFIDPRU 1.2.1R(1) requires 15 months of historical data. Since
the firm must be collecting AUM data once MIFIDPRU begins to
apply, Firm A will have sufficient data to apply the standard cal-
culation for the average AUM condition 5 months later. At that
point, the firm will no longer be able to rely on the transitional
arrangements under MIFIDPRU TP 6, but instead must use the ob-
served historical data to determine whether the condition in M-
FIDPRU 1.2.1R(1) is met.

(b) Example 2: Firm B has notified the FCA under MIFIDPRU 1.2.4R
that it is using the alternative approach to applying the aver-
age AUM condition in MIFIDPRU 1.2.1R. Firm B has 13 months of
historical data on its AUM. Under MIFIDPRU TP 6.4R(5)(a), Firm B
may not rely on the transitional arrangements in MIFIDPRU TP 6.
Although the standard calculation for the AUM condition in Mi-
FIDPRU 1.2.1R(1) would require 15 months of historical data, the
alternative approach under MIFIDPRU 1.2.4R(2) requires only 12
months of data. As Firm B has sufficient observed historical
data to apply its chosen methodology, the transitional arrange-
ments do not apply.

B Release 36 @ May 2024

www.handbook.fca.org.uk MIFIDPRU TP 6/3



MIFIDPRU

Application of criteria to be classified as an
SNI MIFIDPRU investment firm: transitional

6.11 G

6.12 G

(1)

(2)

(3)

MIFIDPRU 6.4R(4) and 6.6R are designed to ensure consistency in a firm’s
approach to applying the transitional arrangements in MIFIDPRU TP 4 and
MIFIDPRU TP 6.

MIFIDPRU TP 6.4R(4) requires a firm to be consistent in its choice of ap-
proaches for the purposes of MIFIDPRU TP 4 and MIFIDPRU TP 6. For ex-
ample, Firm A does not have sufficient information to calculate its aver-
age AUM for the purposes of the condition in MIFIDPRU 1.2.1R(1) and the
K-AUM requirement under MIFIDPRU 4.7. If Firm A chooses to use the
reasonable estimates approach under MIFIDPRU TP 4.5R(2) to calculate its
K-AUM requirement, the firm must also use the reasonable estimates ap-
proach under MIFIDPRU TP 6.4R(3) to apply the average AUM condition in
MIFIDPRU 1.2.1R(1). The estimates that Firm A uses for both purposes must
be consistent.

MIFIDPRU TP 6.6R prevents a firm from alternating between approaches
for the purposes of MIFIDPRU TP 6. For example, Firm B chooses under MIF-
IDPRU TP 6.4R(3) to apply the alternative calculation in MIFIDPRU TP 4.11R
for the purposes of the determining whether the average COH condi-
tion in MIFIDPRU TP 6.4R(1) is met. Firm B may not later decide to switch
to applying the reasonable estimates approach to determine whether
that condition is met.

Under MIFIDPRU TP 5, a MIFIDPRU investment firm is required to collect at least 1
month of K-factor metrics that are relevant to any investment services and/or ac-
tivities it carries on before MIFIDPRU begins to apply in full. When determining
any estimate for the purposes of MIFIDPRU TP 6.4R(3) or MIFIDPRU 6.7R(2), a firm
should consider any observed historical data that is available. Where the observed
historical data covers a short period, a firm should take into account possible sea-
sonal variations in figures or other factors which may be relevant to the accuracy
of the estimate.

Missing historical data for application of SNI classification criteria: transitional for invest-
ment firm groups to which consolidation applies

6.13 R

(1)

(2)

®3)

A UK parent entity to which consolidation under MIFIDPRU 2.5 applies
may apply the transitional arrangements in MIFIDPRU TP 6.4R t0 6.12G to
its consolidated situation in accordance with this rule.

Where a UK parent entity is applying MIFIDPRU TP 6.4R to 6.12G in accord-
ance with (1), the following modifications apply:

(a) a reference to a condition in MIFIDPRU 1.2.1R is a reference to
that condition as it applies on a consolidated basis; and

(b) a reference to a “MIFIDPRU investment firm" or a “firm" is a
reference to the UK parent entity.

Any estimate produced by the UK parent entity of an investment firm
group under MIFIDPRU TP 6.4R(3) or MIFIDPRU TP 6.7R(2) for the purposes of
its consolidated situation must be consistent with any estimates pro-
duced on an individual basis by any MIFIDPRU investment firms forming
part of that investment firm group.

MIFIDPRU TP 6/4
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Investment Firms

MIFIDPRU TP 7
Transitional provision for own funds instruments without UK
CRR approvals before 1 January 2022

Application
7.1 R (1) MIFIDPRU TP 7 applies to a MIFIDPRU investment firm that, immedi-

ately before 1 January 2022:

(a) was an authorised person; and

(b) either:

(i) was not classified as a CRR firm in ac-
cordance with the rules then in force; or
(i) met all of the conditions in (2).
(2) The conditions referred to in (1)(b)(ii) are:

(a) the firm was classified as a CRR firm in accordance
with the rules that applied immediately before 1 Janu-
ary 2022; and

(b) in relation to an instrument to which MIFIDPRU TP
7.4R(1) applies, the firm had not, before 1 January
2022:

(i) obtained FCA approval under article
26(3) of the UK CRR (in the form in
which it stood immediately before 1 Jan-
uary 2022); or

(i) notified the FCA of the issuance of the
instrument under IFPRU 3.2 (as it applied
immediately before 1 January 2022).

7.2 R (1) MIFIDPRU TP 7 also applies to the following if the conditions in (2)
are met:

(a) a UK parent entity to which MIFIDPRU 3 applies on a
consolidated basis in accordance with MIFIDPRU 2.5.7R;
and

(b) a parent undertaking to which the group capital test
applies.

(2) The conditions are that immediately before 1 January 2022 the UK

parent entity or parent undertaking:

(a) formed part of the same investment firm group as a
firm, which, on 1 January 2022 became a MIFIDPRU in-
vestment firm; and

(b) either:

(i) was not required to hold own funds on
an individual or a consolidated basis in
accordance with the UK CRR; or

(ii) met all of the conditions in (3).
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instruments without UK CRR approvals before
1 January 2022

3)
(4)
Purpose
7.3 G (1)
(2)
3)
(3A)

The conditions referred to in (2)(b)(ii) are:

(a) the UK parent entity or parent undertaking was re-
quired to hold own funds on an individual or a consol-
idated basis in accordance with the UK CRR (in the
form in which it stood immediately before 1 January
2022); and

(b) the UK parent entity or parent undertaking has issued
an instrument to which MIFIDPRU TP 7.4R(1) applies;

(c) in relation to the instrument in (b), the UK parent en-
tity or parent undertaking had not, before 1 January
2022:

(i) obtained FCA approval under article
26(3) of the UK CRR (in the form in
which it stood immediately before 1 Jan-
uary 2022); or

(i) notified the FCA of the issuance of the
instrument under IFPRU 3.2 (as it applied
immediately before 1 January 2022).

A reference in (3)(c) to a notification or approval includes a noti-
fication or approval that was granted to another member of the
UK parent entity or parent undertaking’s group in relation to an in-
strument issued by the UK parent entity or parent undertaking.

Before MIFIDPRU applied, certain firms that subsequently became
MIFIDPRU investment firms determined their available capital re-
sources according to various provisions in GENPRU or IPRU-INV. In
addition, certain other firms were not subject to a dedicated
prudential sourcebook in the FCA Handbook that contained a de-
tailed regime for recognising the eligibility of capital resources.

The rules on own funds in MIFIDPRU 3 broadly replicate the ap-
proach to recognising capital resources under the UK CRR. The pur-
pose of MIFIDPRU TP 7 is to permit firms that were not CRR firms im-
mediately before MIFIDPRU began to apply to recognise instru-
ments as own funds under MIFIDPRU without requiring separate
permission from, or notification to, the FCA if those instruments:

(a) were issued before MIFIDPRU began to apply; and

(b) meet the conditions to be classified as own funds un-
der MIFIDPRU 3 (other than the conditions relating to
the requirements to seek prior FCA consent or to no-
tify the FCA).

Under MIFIDPRU TP 1, a permission recognising the issuance of cap-
ital instruments as common equity tier 1 capital under the UK CRR
is deemed to be an equivalent permission under MIFIDPRU. A noti-
fication made before MIFIDPRU began to apply by a former CRR
firm in relation to the issuance of additional tier 1 instruments and
tier 2 instruments will will also continue to be valid under MIFIDPRU
TP 1.

Where a former CRR firm did not obtain permission for an existing
instrument under the UK CRR or make a notification under IFPRU
3.2 in relation to an instrument, there will be no existing permis-
sion or notification to carry forward under MIFIDPRU TP 1. In that
case, the former CRR firm may make a notification under MIFIDPRU
TP 7 in relation to any outstanding capital instruments issued be-
fore 1 January 2022, provided that those instruments meet the con-
ditions to be recognised as the relevant type of own funds under
MIFIDPRU 3.

MIFIDPRU TP 7/2
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4) MIFIDPRU TP 7 also applies to UK parent entities to which MIFIDPRU 3
applies on a consolidated basis and parent undertakings to which
the group capital test applies, where those entities were not re-
quired to hold own funds on an individual or consolidated basis un-
der the UK CRR immediately before MIFIDPRU began to apply. This
means that provided that the existing instruments issued by these
entities meet the relevant conditions in MIFIDPRU 3, they can be
treated as own funds for the purposes of the application of MIFID-
PRU 3 on a consolidated basis or the group capital test as long as
the entity complies with MIFIDPRU TP 7.

(5) MIFIDPRU TP 7 also applies to a UK parent entity or other parent un-
dertaking that was required to hold own funds under the UK CRR
(whether on an individual or consolidated basis) immediately be-
fore MIFIDPRU began to apply but did not:

(a) obtain permission for an existing common equity tier 1
instrument under the UK CRR; or
(b) make a notification in accordance with IFPRU 3.2 in rela-

tion to an existing additional tier 1 instrument or a
tier 2 instrument.

(6) Where (5) applies, the UK parent entity or other parent undertak-
ing may make a notification under MIFIDPRU TP 7 in relation to any
outstanding capital instruments issued before 1 January 2022, pro-
vided that those instruments meet the conditions to be recognised
as the relevant type of own funds under MIFIDPRU 3.

(7) In some cases, the FCA may have granted permission to, or ac-
cepted a notification from, another member of the UK parent en-
tity or other parent undertaking’s group in relation to an instru-
ment issued by the UK parent entity or other parent undertaking
that counted towards the consolidated situation. This is because
the UK CRR previously applied only indirectly to unregulated par-
ent undertakings. In that case, the existing UK CRR permission or
notification will be treated as a permission or notification of the
UK parent entity or parent undertaking. This means that it will con-
vert into an equivalent deemed MIFIDPRU 3 permission or notifica-
tion of the UK parent entity or parent undertaking under MIFIDPRU
TP 1. A notification under MIFIDPRU TP 7 is not required in this
situation.

Eligibility of pre-MIFIDPRU capital resources meeting requirements in MIFIDPRU 3 to qual-
ify as own funds under MIFIDPRU without a separate permission or notification

7.4 R (1) This rule applies to any capital instrument that:
(a) was issued by a firm, UK parent entity or parent under-
taking before 1 January 2022; and
(b) was still in issue on 1 January 2022.
(2) The firm, UK parent entity or parent undertaking in (1)(a) is de-

emed to have been granted the permission, or to have complied
with the notification obligation, in column (A) of the table in MIFID-
PRU TP 7.5R in relation to a capital instrument where the following
conditions are met:

(a) the conditions in column (B) of the same row of the
table in MIFIDPRU TP 7.5R are met in relation to that in-
strument; and

(b) the firm has submitted the notification in MIFIDPRU TP 7
Annex 1R using the online notification and application
system by no later than 29 June 2022.

3) A deemed permission or notification under (2) ceases to apply in re-
lation to a capital instrument if the terms of the instrument are va-
ried on or after 1 January 2022 and the instrument ceases to meet:
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(a) in relation to an instrument being treated as common
equity tier 1 capital, the conditions in MIFIDPRU 3.3
(other than the condition for prior FCA permission to
classify the instrument as common equity tier 1

capital);
(b) in relation to an instrument being treated as addi-
tional tier 1 capital, the conditions in MIFIDPRU 3.4; and
(c) in relation to an instrument being treated as tier 2 cap-

ital, the conditions in MIFIDPRU 3.5.

7.5 R

Article 26(3) UK CRR (as applied and modified by
MIFIDPRU 3.3.1R) and MIFIDPRU 3.3.3R:

Requirement for prior FCA permission to classify
an issuance of capital instruments by a firm as
common equity tier 1 capital

MIFIDPRU 3.6.5R(1)(a):

Requirement to notify the FCA of the intention
to issue additional tier 1 instruments

MIFIDPRU 3.6.5R(1)(b):

Requirement to notify the FCA of the intention
to issue tier 2 instruments

This table belongs to MIFIDPRU TP 7.4R.

Immediately before MIFIDPRU began to apply or,
if later, on the date on which the notification in
MIFIDPRU TP 7.4R(2)(b) was made, the capital instru-
ments met the conditions to be classified as com-
mon equity tier 1 capital in MIFIDPRU 3.3, except
for the requirement for prior FCA permission un-
der article 26(3) of the UK CRR and MIFIDPRU
3.3.3R

Immediately before MIFIDPRU began to apply or,
if later, on the date on which the notification in
MIFIDPRU TP 7.4R(2)(b) was made, the capital instru-
ments met the conditions to be classified as addi-
tional tier 1 capital in MIFIDPRU 3.4

Immediately before MIFIDPRU began to apply or,
if later, on the date on which the notification in
MIFIDPRU TP 7.4R(2)(b) was made, the capital instru-
ments met the conditions to be classified as tier
2 capital in MIFIDPRU 3.5

UK parent entities to which consolidation under MIFIDPRU 2.5.7R applies

Article 26(3) UK CRR (as applied and modified by
MIFIDPRU 3.3.1R) and MIFIDPRU 3.6.8R, as they ap-
ply on a consolidated basis under MIFIDPRU
2.5.7R(1):

Requirement for prior FCA permission to classify
an issuance of capital instruments by a UK par-
ent entity as common equity tier 1 capital

MIFIDPRU 3.6.5R(1)(a), as modified by MIFIDPRU
3.6.8R:

Requirement to notify the FCA of the intention
to issue additional tier 1 instruments

MIFIDPRU 3.6.5R(1)(b), as modified by MIFIDPRU
3.6.8R:

Requirement to notify the FCA of the intention
to issue tier 2 instruments

Immediately before MIFIDPRU began to apply or,
if later, on the date on which the notification in
MIFIDPRU TP 7.4R(2)(b) was made, the capital instru-
ments met the conditions to be classified as com-
mon equity tier 1 capital in MIFIDPRU 3.3 (as it ap-
plies on a consolidated basis), except for the re-
quirement for prior FCA permission under article
26(3) of the UK CRR and MIFIDPRU 3.3.3R

Immediately before MIFIDPRU began to apply or,
if later, on the date on which the notification in
MIFIDPRU TP 7.4R(2)(b) was made, the capital instru-
ments met the conditions to be classified as addi-
tional tier 1 capital in MIFIDPRU 3.4 (as it applies
on a consolidated basis)

Immediately before MIFIDPRU began to apply or,
if later, on the date on which the notification in
MIFIDPRU TP 7.4R(2)(b) was made, the capital instru-
ments met the conditions to be classified as tier
2 capital in MIFIDPRU 3.5 (as it applies on a consol-
idated basis)

Parent undertakings to which the group capital test applies

Article 26(3) UK CRR (as applied and modified by

Immediately before MIFIDPRU began to apply or,

MIFIDPRU TP 7/4
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MIFIDPRU 3.3.1R) and MIFIDPRU 3.3.3R, as they ap-
ply to a parent undertaking under MIFIDPRU
3.7.4R(1)(a):

Requirement for prior FCA permission to classify
an issuance of capital instruments by a parent un-
dertaking as common equity tier 1 capital

MIFIDPRU 3.6.5R(1)(a), as modified by MIFIDPRU
3.7.4R(1)(b):

Requirement to notify the FCA of the intention
to issue additional tier 1 instruments

MIFIDPRU 3.6.5R(1)(b), as modified by MIFIDPRU
3.7.4R(1)(b):

Requirement to notify the FCA of the intention
to issue tier 2 instruments

if later, on the date on which the notification in
MIFIDPRU TP 7.4R(2)(b) was made, the capital instru-
ments met the conditions to be classified as com-
mon equity tier 1 capital in MIFIDPRU 3.3, except
for the requirement for prior FCA permission un-
der article 26(3) of the UK CRR and MIFIDPRU
3.3.3R

Immediately before MIFIDPRU began to apply or,
if later, on the date on which the notification in
MIFIDPRU TP 7.4R(2)(b) was made, the capital instru-
ments met the conditions to be classified as addi-
tional tier 1 capital in MIFIDPRU 3.4

Immediately before MIFIDPRU began to apply or,
if later, on the date on which the notification in
MIFIDPRU TP 7.4R(2)(b) was made, the capital instru-
ments met the conditions to be classified as tier
2 capital in MIFIDPRU 3.5

Where a firm, UK parent entity or parent undertaking is deemed under MIFID-

PRU TP 7.3R and 7.4R to have notified the FCA of its intention to issue addi-
tional tier 1 instruments or tier 2 instruments, MIFIDPRU 3.6.5R(2)(a) will apply
to a subsequent issuance of the same class of instruments. In practice, this me-
ans that provided that the subsequent issuance of the same class is on terms
that are identical in all material respects to the existing class of those instru-
ments, a notification to the FCA under MIFIDPRU 3.6.5R(1) is hot required.

7.6 G
TP7 An- R itor” :
nex 1 book.fca.org.uk/forms

n can be found at this address:|https://www.hand—|
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MIFIDPRU TP 8
Commodity and emission allowance dealers

1. MIFIDPRU 6 R The rules and Until 1 January 1 January 2022
guidance in MI- 2027.
FIDPRU 6 do not
apply to a com-
modity and
emission al-
lowance
dealer.
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Prudential sourcebook for MiFID
Investment Firms

MIFIDPRU TP 9
IFPRU waivers: transitional

Application

9.1 R MIFIDPRU TP 9 applies to a non-SNI MIFIDPRU investment firm.

9.2 R MIFIDPRU TP 9 applies where, immediately before 1 January 2022, a waiver
given in relation to a rule listed in column A of the table in MIFIDPRU TP 9.5R
has effect.

Duration of transition

9.3 R This section applies to each waiver in MIFIDPRU TP 9.2R, until the direction given
in respect of that waiver ceases to have effect on its terms, or is revoked,
whichever is the earlier.

Transitional

9.4 R Each waiver given in relation to a rule listed in column A of the table in MIFID-
PRU TP 9.5R is treated as a waiver given to the firm in relation to the rule listed
in the same row in column B of the table.

Table

9.5 R Table of FCA rules

SYSC4.3A.8R MIFIDPRU 7.3.5R

SYSC7.1.18R MIFIDPRU 7.3.1R

SYSC 19A.3.12R MIFIDPRU 7.3.3R
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Prudential sourcebook for MiFID
Investment Firms

MIFIDPRU TP 10

Transitional capital and liquidity requirements for former
IFPRU investment firms, BIPRU firms or their groups with ICG
or ILG issued before 1 January 2022

Purpose

10.1 G (1) MIFIDPRU TP 10 contains transitional rules that explain how a firm or a
group that was subject to individual capital guidance or individual liquid-
ity guidance immediately before 1 January 2022 should take that guidance
into account when first determining the own funds threshold requirement
under MIFIDPRU.

(2) The general purpose of MIFIDPRU TP 10 is to ensure that a firm does not ap-
ply an inappropriately low own funds threshold requirement at the outset
of the MIFIDPRU regime, before the firm has properly considered the out-
come of its ICARA process. MIFIDPRU TP 10 is also designed to ensure that
the FCA has sufficient opportunity to review a firm’s conclusions from its
ICARA process, if the FCA considers it necessary, before any pre-MIFIDPRU
individual capital guidance or individual liquidity guidance ceases to be rel-
evant to the firm.

(3) MIFIDPRU TP 10 also requires a firm for which pre-MIFIDPRU individual cap-
ital guidance or individual liquidity guidance is relevant to submit data
item MIF007 (ICARA assessment questionnaire) for the first time by no
later than 31 March 2023. This will ensure that the FCA can begin con-
sidering the firm’s approach to the firm’s own funds threshold require-
ment and any pre-MIFIDPRU guidance by no later than that date.

Application

10.2 R (1) MIFIDPRU TP 10 applies to an undertaking in (2) or (3) where the condition
in (4) is met.

(2) This rule applies to a MIFIDPRU investment firm that, under the rules in
force on 31 December 2021, was classified as:

(a) an IFPRU investment firm; or
(b) a BIPRU firm.

(3) This rule also applies to the following where they form part of an invest-
ment firm group containing a MIFIDPRU investment firm to which (2)
applies:

(a) a UK parent entity; and
(b) an authorised person.

(4) The relevant condition is that on 31 December 2021, the firm in (2), or any
investment firm group (or any larger group that included the investment
firm group) of which it formed a part, was subject to either or both of the
following:

(a) individual capital guidance (including, for these purposes, any spe-
cified capital planning buffer and any other obligation to hold a
capital buffer under IFPRU 10); or

(b) individual liquidity guidance.
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5

For the purposes of MIFIDPRU TP 10:

(a) “pre-MIFIDPRU ICG"” means the individual capital guidance in (4);
and

(b) “pre-MIFIDPRU ILG” means the individual liquidity guidance in
4.

Requirement to submit an ICARA assessment questionnaire by 31 March 2023

103 R (1)
@)
104 G (1)
@)
@)

A MIFIDPRU investment firm to which MIFIDPRU TP 10 applies must submit
data item MIF007 for the first time by no later than the end of 31 March
2023.

This rule applies notwithstanding any provision in MIFIDPRU 7.8 or in MIFID-
PRU 9.2 that would otherwise permit the firm to submit data item MIFO07
for the first time on a later date.

The effect of MIFIDPRU TP 10.3R is that where, on 31 December 2021, a MIF-
IDPRU investment firm was classified as an IFPRU investment firm or a BI-
PRU firm and the firm was subject to individual capital guidance or indi-
vidual liquidity guidance (or both), the firm must submit data item MIFO07
for the first time by no later than 31 March 2023. This requirement also ap-
plies where the firm forms part of an investment firm group and that
group (or a larger group of which it forms part) was, on 31 December
2021, subject to individual capital guidance or individual liquidity guid-
ance (or both) issued on a consolidated basis.

Under MIFIDPRU 7.8, in order to submit data item MIF007, a firm must have
carried out a review of its ICARA process and documented that review in
an ICARA document. Therefore, a firm to which MIFIDPRU TP 10.3R applies
must ensure that it has taken these steps to allow sufficient time to sub-
mit data item MIF007 by no later than 31 March 2023. When reviewing its
ICARA process, the firm should consider the potential relevance of any
pre-MIFIDPRU ICG or pre-MIFIDPRU ILG to which it is subject (including
where it forms part of a group that is subject to such guidance on a consol-
idated basis).

A firm may choose to submit data item MIF007 for the first time on an
earlier date. Firms are reminded that under MIFIDPRU 7.8.2R, they must re-
view the adequacy of their ICARA process at least once every 12 months. A
firm may therefore wish to choose a review date during 2022 that aligns
with the firm’ preferred date for an annual review in subsequent years.
The FCA has specified a deadline of 31 March 2023 for the submission of
data item MIFO07 by firms subject to MIFIDPRU TP 10.3R to allow firms flexib-
ility about their choice of review date, while also allowing a sufficient
period of time to complete and submit data item MIF007 if their chosen re-
view date falls near the end of 2022.

Individual capital guidance

10.5 R (1)

()

(3

4

This rule applies to a firm that on 31 December 2021 was subject to pre-MI-
FIDPRU ICG that was issued to the firm on an individual basis.

This rule applies from 1 January 2022 until the earliest of:

(a) 6 months after the date on which the firm submits data item
MIF007 in accordance with MIFIDPRU TP 10.3R;
(b) the date on which the FCA first communicates to the firm the out-

come of a SREP carried out on the firm; or

(0) the date on which the FCA first issues individual guidance to, or
imposes a requirement on, the firm for the purposes of specifying
the amount of own funds that the firm must hold to comply with
the overall financial adequacy rule.

During the period in (2), the firm’s own funds threshold requirement must
be at least equal to the transitional requirement in (4).

A firm must calculate the transitional requirement by:

MIFIDPRU TP 10/2

www.handbook.fca.org.uk B Release 36 @ May 2024



MIFIDPRU Transitional capital and liquidity requirements
for former IFPRU investment firms, BIPRU
firms or their groups with ICG or ILG issued...

(a) determining the absolute amount of own funds that the firm was
required to hold to comply with the pre-MIFIDPRU ICG on:

(i) in the case of an IFPRU investment firm, the following
dates: 31 December 2020, 31 March 2021, 30 June 2021
and 30 September 2021; and

(i) in the case of a BIPRU firm, the reporting reference
dates of the two most recent FSA003 data items submit-
ted on or before 31 December 2021; and

(b) calculating the arithmetic mean of the absolute values in (a).

10.6 G (1) As part of its ICARA process, a firm to which MIFIDPRU TP 10 applies must as-
sess its own funds threshold requirement (i.e. the amount of own funds
that the firm must hold to comply with the overall financial adequacy
rule). The transitional requirement in MIFIDPRU TP 10.5R(4) is a “floor” to
the amount of a firm’s own funds threshold requirement, not a maximum
amount and applies only during the transitional period specified in MIFID-
PRU TP 10.5R(2).

(2) The transitional requirement is therefore relevant only to extent that the
firm would otherwise have sought to apply an own funds threshold re-
quirement during the transitional period that is lower than the trans-
itional requirement.

(3) The transitional requirement is intended to ensure that a firm that is sub-
ject to pre-MIFIDPRU ICG does not apply an inappropriately low own
funds threshold requirement as a result of its ICARA process before the
FCA has been able to consider the firm’s assessment. The transitional
period will therefore allow the FCA sufficient time to understand the
firm’s approach to assessing its own funds threshold requirement under Mi-
FIDPRU, during which the firm must ensure that it maintains own funds at
least equal to the transitional requirement.

(4) Once the transitional period in MIFIDPRU TP 10.5R(2) has expired, the trans-
itional requirement no longer applies. In its ICARA document, the firm
should therefore explain what it considers its own funds threshold require-
ment will be when the “floor” under the transitional requirement is no
longer applicable. The FCA can then review the firm’s assessment during
the transitional period to determine if the firm has formed a reasonable
judgement about its own funds threshold requirement.

10.7 G (1 The reference dates in MIFIDPRU TP 10.5R(4)(a)(i) for an IFPRU investment
firm are designed to be aligned to the reference dates of the firm’s CO-
REP — Own Funds reports.

(2) Under MIFIDPRU TP 10.5R(4)(a)(ii), the reference dates for a BIPRU firm are
determined in accordance with the reference dates of its FSA003 (Capital
adequacy) reports.

(3) In each case, this means that the firm can use its previous regulatory cap-
ital returns to assist in the calculation of its transitional requirement under
MIFIDPRU TP 10.

10.8 G (1) The following is a worked example of the effect of MIFIDPRU TP 10.5R.

(2) An IFPRU investment firm has been issued with pre-MIFIDPRU ICG specify-
ing that the firm should hold own funds of 200% of its Pillar 1 require-
ment under the UK CRR, plus a £50 million fixed add-on. The pre-MIFID-
PRU ICG applies to the firm on 31 December 2021. From 1 January 2022,
the firm will be a MIFIDPRU investment firm.

(3) Under MIFIDPRU TP 10.3R, the firm must submit data item MIF007 by no
later than 31 March 2023. The firm chooses to review its ICARA process on
1 December 2022 and submits data item MIF007 for the first time on 15
January 2023.

(4) As part of its ICARA process, the firm assesses its own funds threshold re-
quirement — i.e. the amount of own funds that the firm considers it will
need to hold to comply with the overall financial adequacy rule. The firm
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(5

(6)

7

8)

©)]

will then need to compare the firm’ assessment with the transitional re-
quirement under MIFIDPRU TP 10.5R and apply the higher of the two
amounts. This is because under MIFIDPRU TP 10.5R(3), the firm’s own funds
threshold requirement must be at least equal to the transitional require-
ment in MIFIDPRU TP 10.5R(4). However, the own funds threshold require-
ment can still be higher than the transitional requirement if:

(a) the firm’s own funds requirement under MIFIDPRU 4.3 (as limited
by any applicable transitional provision) exceeds the transitional
requirement under MIFIDPRU TP 10.5R; or

(b) the firm determines that it should hold a higher level of own
funds to comply with the overall financial adequacy rule.

The firm’s Pillar 1 requirement on each of the reference dates in MIFIDPRU
TP 10.5R(4)(a)(i) was as follows:

(a) 31 December 2020: £70 million
(b) 31 March 2021: £115 million

(c) 30 June 2021: £125 million

(d) 30 September 2021: £90 million

The firm would calculate the absolute amounts required by its pre-MIFID-
PRU ICG as follows:

(a) 31 December 2020:
£70m x 200% = £140m
£140m + £50m = £190m
(b) 31 March 2021:
£115m x 200% = £230m
£230m + £50m = £280m
() 30 June 2021:
£125m x 200% = £250m
£250m + £50m = £300m
(d) 30 September 2021:
£90m x 200% = £180m
£180m + £50m = £230m
The firm would calculate the arithmetic mean of those absolute values as:
£190m + £280m + £300m + £230m = £1,000m
£1,000m / 4 = £250m

Under MIFIDPRU TP 10.5R(3), the firm’s own funds threshold requirement
can therefore be no lower than £250m from 1 January 2022 until the earli-
est of:

(a) 15 July 2023 (i.e. 6 months after 15 January 2023, which was the
date on which the firm first submitted data item MIF007);
(b) the date on which the FCA informs the firm of the outcome of a

SREP carried out on the firm; or

(c) the date on which the FCA otherwise issues individual guidance
to, or imposes a requirement on, the firm for the purposes of
specifying the amount of own funds that the firm needs to hold
to comply with the overall financial adequacy rule.

However, the transitional requirement under MIFIDPRU TP 10.5R does not
limit the firm’s own funds threshold requirement during the period in (8).
If the firm’s own assessment of its own funds threshold requirement un-
der its ICARA process results in a number that is higher £250m, the firm

MIFIDPRU TP 10/4
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must therefore hold own funds that are at least equal to the higher
amount. If the firm’s assessment results in a number than is lower than
£250m, then the firm must hold own funds of at least £250m until the
period in (8) has elapsed.

10.9 G The worked example in MIFIDPRU TP 10.8G is based on a simple example of pre-MIF-
IDPRU ICG that is based on a fixed percentage of the firm’s Pillar 1 requirement
and a simple fixed add-on. Many firms may have pre-MIFIDPRU ICG that is set by
reference to a more complicated calculation. Where relevant, this may also include
capital planning buffers and other capital buffers required under IFPRU 10. This
may include the use of scalars, other add-ons and percentages of particular com-
ponents of the Pillar 1 calculation. When determining the absolute amounts for
the purpose of MIFIDPRU TP 10.5R(4)(a), the firm must follow whatever methodology
was specified in the applicable pre-MIFIDPRU ICG.

10.10 R (1) This rule applies to the UK parent entity of, and firms forming part of, an
investment firm group that on 31 December 2021 was subject to pre-MIF-
IDPRU ICG issued on a consolidated basis.

(2) This rule applies from 1 January 2022 until the earliest of:

(a) 6 months after the date on which all firms in the investment
firm group have first submitted data item MIF007 in accordance
with MIFIDPRU TP 10.3R;

(b) the date on which the FCA has first communicated to each MIFID-
PRU investment firm in the investment firm group the outcome
of a SREP carried out on the firm; or

(c) the date on which the FCA had first issued individual guidance
to, or imposed a requirement on, each MIFIDPRU investment
firm in the investment firm group for the purposes of specifying
the amount of own funds that the firm must hold to comply
with the overall financial adequacy rule.

3) Where this rule applies, the UK parent entity of the investment firm
group must:

(a) determine the absolute amount of own funds that was required
on a consolidated basis to comply with the pre-MIFIDPRU ICG on:

(i) in the case of individual capital guidance set under
IFPRU, the following dates: 31 December 2020, 31
March 2021, 30 June 2021 and 30 September 2021; and

(ii) in the case individual capital guidance set under BIPRU,
the reporting reference dates of the two most recent
consolidated FSA003 data items submitted on or before
31 December 2021;

(b) calculate the arithmetic mean of the absolute values in (a); and

(c) allocate the amount in (b) between the entities in the invest-
ment firm group on an equivalent basis to that used by the
group to comply with the consolidated pre-MIFIDPRU ICG imme-
diately before 1 January 2022.

(4) During the period in (2):

(a) the own funds threshold requirement of each MIFIDPRU invest-
ment firm included in the pre-MIFIDPRU ICG must be at least
equal to the amount allocated to that firm under (3)(c); and

(a) any other authorised person included in the pre-MIFIDPRU ICG
must hold financial resources that cover at least the amount al-
located to that authorised person under (3)(c).

(5) The UK parent entity must record the basis for any allocation under (3)(c).
Individual liquidity guidance

10.11 R (1) This rule applies to a firm that on 31 December 2021 was subject to pre-
MIFIDPRU ILG issued on an individual basis.
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10.12 G

10.13 R

()

3)

(4)

(1)

(2)

3)

(4)

(1

(2)

This rule applies from 1 January 2022 until the earliest of:

(a) 6 months after the date on which the firm submits data item
MIF007 in accordance with MIFIDPRU TP 10.3R;
(b) the date on which the FCA first communicates to the firm the

outcome of a SREP carried out on the firm; or

(o) the date on which the FCA first issues individual guidance to, or
imposes a requirement on, the firm for the purposes of specify-
ing the amount of liquid assets that the firm must hold to com-
ply with the overall financial adequacy rule.

During the period in (2), the firm’s liquid assets threshold requirement
must be at least equal to the liquidity resources that the firm would need
to hold to comply with the pre-MIFIDPRU ILG if the firm had continued to
be subject to that individual liquidity guidance.

The ICARA document that is the subject of data item MIFO07 referred to

in (2)(@) must explain any difference between the firm’s assessment of its
liquid assets threshold requirement and the transitional requirement that
applies under (3).

MIFIDPRU TP 10.11R requires a firm that is subject to pre-MIFIDPRU ILG to
apply a minimum transitional “floor” to its liquid assets threshold require-
ment from 1 January 2022 until the earlier of:

(a) 6 months after the firm has first submitted data item MIFO07 to
the FCA under MIFIDPRU TP2; or
(b) the date on which the FCA has either communicated to the firm

the outcome of a SREP carried out on the firm or the FCA has
otherwise issued the firm with individual guidance or imposed a
requirement on the firm in connection with the amount of liquid
assets that it must hold to satisfy the overall financial adequacy
rule.

Under MIFIDPRU TP 10.11R(4), the “floor” is determined as the amount of /i-
quid assets that the firm would need to hold to comply with its pre-MIFID-
PRU ILG if that guidance had continued to apply to the firm. This means
that the firm should continue to calculate the impact of the pre-MIFIDPRU
ILG and where appropriate, update the resulting required amount of li-
quidity resources during the transitional period in MIFIDPRU TP 10.11R(2).

The purpose of MIFIDPRU TP 10.11R is to apply an equivalent approach in re-
lation to the liquid assets threshold requirement to that described in MIF-
IDPRU TP 10.6G in relation to the own funds threshold requirement. This en-
sures that the FCA has sufficient time to understand the firm’s approach
to determining its liquid assets threshold requirement before the “floor”
of the transitional requirement for liquidity ceases to apply.

The transitional requirement under MIFIDPRU TP 10.11R(4) specifies a min-
imum level for the liquid assets threshold requirement. During the trans-
itional period in MIFIDPRU TP 10.10R(2), the firm may nonetheless determine
that its liquid assets threshold requirement is higher than the transitional
requirement because:

(a) the firm’s basic liquid assets requirement under MIFIDPRU 6 (as lim-
ited by any other applicable transitional provision) exceeds the
transitional requirement; or

(b) the firm determines that it should hold a higher level of liquid as-
sets to comply with the overall financial adequacy rule.

This rule applies to the UK parent entity of, and firms forming part of, an
investment firm group that on 31 December 2021 was subject to pre-MIF-
IDPRU ILG issued on a consolidated basis.

This rule applies from 1 January 2022 until the earliest of:
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(3

4

5

(6)
)

(a) 6 months after the date on which all firms in the investment
firm group have first submitted data item MIF007 in accordance
with MIFIDPRU TP 10.3R;

(b) the date on which the FCA has first communicated to each MIFID-
PRU investment firm in the investment firm group the outcome
of a SREP carried out on the firm; or

(o) the date on which the FCA has first issued individual guidance
to, or imposed a requirement on, each MIFIDPRU investment
firm in the investment firm group for the purposes of specifying
the amount of liquid assets that the firm must hold to comply
with the overall financial adequacy rule.

Where this rule applies, the UK parent entity of the investment firm
group must allocate the consolidated liquidity resources that would be re-
quired to comply with the pre-MIFIDPRU ILG if it continued to apply on
an ongoing basis between the entities in the investment firm group in ac-
cordance with (4).

The allocation in (3) must be on an equivalent basis to that used by the
group to comply with the consolidated pre-MIFIDPRU ILG immediately be-
fore 1 January 2022.

During the period in (2):

(a) the liquid assets threshold requirement of each MIFIDPRU invest-
ment firm included in the consolidated pre-MIFIDPRU ILG must
be at least to the amount allocated to that firm by the UK par-
ent entity under (3); and

(b) any other authorised person included in the consolidated pre-Ml-
FIDPRU ICG must hold liquidity resources that cover at least the
amount allocated to that authorised person under (3).

The UK parent entity must record the basis for any allocation under (3).

Each ICARA document that is the subject of data item MIF007 referred to
in (2)(a) must explain any difference between the firm’s assessment of its
liquid assets threshold requirement and the transitional requirement that
applies under (5).
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Prudential reporting with a reference

date before 1 January 2022

MIFIDPRU TP 11

Prudential reporting with a reference date before 1 January

2022

11.1 R Except where the context otherwise requires, a reference in MIFID-
PRU TP 11 to any provision of SUP is to that provision as it applied
on 31 December 2021.

11.2 R MIFIDPRU TP 11 applies where the following conditions are met:

Q)]

(2)

(3

the reference date for a data item under SUP
16.12 was before 1 January 2022;

the submission date under SUP 16.12 for the data
item in (1) fell on or after 1 January 2022; and

a firm is no longer required to submit the data
item in (1) due to amendments to SUP 16.12 that
took effect on 1 January 2022.

11.3 R Where MIFIDPRU TP 11 applies to a firm in relation to a data item,
the firm must submit the data item to the FCA in accordance with
the provisions of SUP 16.12 (as applied under MIFIDPRU TP 11.1R).

1.4 G (1

()

(3

4)

As a result of the introduction of the MIFIDPRU
regime for MIFIDPRU investment firms, SUP 16.12
was amended with effect from 1 January 2022 to
introduce updated prudential reporting re-
quirements.

The effect of MIFIDPRU TP 11 is that where the ref-
erence date for a report falls on or before 31 De-
cember 2021, but the submission date for that re-
port falls on after 1 January 2022, the firm must
still submit the report in accordance with the re-
porting and submission requirements that ap-
plied on 31 December 2021.

The purpose of MIFIDPRU TP 11 is to ensure that
the FCA receives appropriate information on the
prudential position of firms during the transition
from previous prudential regimes to the MIFID-
PRU regime.

MIFIDPRU TP 11 does not apply to remuneration re-
porting. This is because SYSCTP 11.4R(1) requires a
firm that was subject to any of the remuneration
codes listed in SYSCTP 11.4R(2) on 31 December
2021 to comply with any reporting requirements
relating to remuneration awarded for perform-
ance periods before the performance period to
which the MIFIDPRU Remuneration Code first
applies.

The following is an example of how MIFIDPRU TP
11 applies in practice.
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before 1 January 2022

(2)

3)

(4)

A BIPRU firm is required to report data item
FSA003 (Capital adequacy) under SUP 16.12.11R.
The reporting reference date for FSAQ03 is deter-
mined by reference to the firm’s accounting refer-
ence date. Under SUP 16.12.13R, the firm has 30
business days after the reporting reference rate
to submit the relevant data item to the FCA. The
firm’s accounting reference date is 1 December
2021.

The reporting reference date for the firm’s
FSA003 return (i.e. 1 December 2021) falls before
1 January 2022. The submission date for the re-
turn (which is 30 business days later on 17 Janu-
ary 2022) falls after 1 January 2022. SUP 16.12 was
amended on 1 January 2022 to delete the require-
ment for firms to submit data item FSA003.

Under MIFIDPRU TP 11, the firm must still submit
data item FSA003 to the FCA, reflecting the firm’s
position as at 1 December 2021. The data item
must be submitted in accordance with the relev-
ant rules in SUP 16.12 that applied on 31 De-
cember 2021.

MIFIDPRU TP 11/2
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provisions
Disclosure requirements: transitional
provisions
MIFIDPRU TP 12
Disclosure requirements: transitional provisions
12.1 R MIFIDPRU TP 12 applies to a MIFIDPRU investment firm.
12.2 R For the purposes of MIFIDPRU TP 12, the “reference date” in rela-

tion to a set of disclosures means the date by reference to which
those disclosures are prepared, being:

(1) in relation to disclosures showing the position of
a firm at a fixed point in time, that point in time;
and

(2) in relation to disclosures that must be prepared
by reference to a period, the last day of that
period.

Delayed application of rules for a commodity and emission allowance dealer
12.3 R (1) This rule applies until 31 December 2026.

(2) A commodity and emission allowance dealer is ex-
empt from the following requirements in this
chapter:

(a) MIFIDPRU 8.2 (Risk management
objectives and policies);

(b) MIFIDPRU 8.3 (Governance ar-
rangements);

(c) MIFIDPRU 8.4 (Own funds);

(d) MIFIDPRU 8.5 (Own funds require-
ments), and

(e) MIFIDPRU 8.6 (Remuneration pol-
icies and practices).

12.4 R (1) This rule applies to disclosures required under
either of the following, where the conditions in
(2) are met:

(@) BIPRU 11; or
(b) Part Eight of the UK CRR.

(2) The conditions referred to in (1) are that:

(a) the reference date for the relev-
ant disclosures in (1) is before 1
January 2022;

(b) the deadline to publish the dis-
closures in (1) falls on or after 1
January 2022; and

(c) as a result of one of the follow-

ing, a firm is no longer required
to publish the disclosures in (1):

(i) the deletion of
the BIPRU
sourcebook

B Release 36 @ May 2024 www.handbook.fca.org.uk
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Disclosure requirements: transitional
provisions

with effect
from 1 January
2022; or

(i) changes to the
scope of the
UK CRR that
took effect on
1 January 2022.

3) Where this rule applies, a firm
must publish the relevant disclos-
ures by no later than the dead-
line that would have applied un-
der BIPRU 11 or Part Eight of the
UK CRR (as applicable) if the
firm had continued to be sub-
ject to those rules or that legisla-
tion in the form in which it
stood immediately before 1 Jan-
uary 2022.

(4) A firm may comply with this
rule by being included within
disclosures made on a consolid-
ated basis where that would
have been permitted by BIPRU 11
or Part Eight of the UK CRR (as
applicable) in the form in which
those rules or that legislation
stood immediately before 1 Jan-
uary 2022.

12.5 G The effect of MIFIDPRU TP 12.4R is that where a firm is required by BI-
PRU 11 or Part Eight of the UK CRR to makes disclosures with a ref-
erence date before 1 January 2022, it must still publish those dis-
closures even if the permitted deadline for publication falls on or
after 1 January 2022. The deletion of BIPRU 11 or the removal of MI-
FIDPRU investment firms from the scope of the UK CRR with effect
from 1 January 2022 does not relieve the firm of its obligation to
make those disclosures in accordance with the original deadline.

Disclosures under MIFIDPRU 8 with a reference date falling on or before 30 December 2022

2.6 R (1)
(2)
12.7 G (1)
(2)

This rule applies to disclosures required under MIF-

IDPRU 8 for which the reference date falls on or
before 30 December 2022.

Where this rule applies, a firm is not required to

disclose the information required by the

following:

(a) MIFIDPRU 8.2 (Risk management
objectives and policies);

(b) MIFIDPRU 8.7 (Investment policy).

The effect of MIFIDPRU TP 12.6R is that for disclos-

ures that have a reference date under MIFIDPRU 8

that falls on or before 30 December 2022, a firm

is not required to disclose the information about
its risk management or its investment policy that

would ordinarily be required by that chapter. The

reference date under MIFIDPRU 8 is the firm’s ac-
counting reference date.

This means that for firms with an accounting ref-

erence date other than 31 December, their first
disclosures under MIFIDPRU 8 in respect of the ac

MIFIDPRU TP 12/2 www.handbook.fca.org.uk
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Disclosure requirements: transitional
provisions

3)

counting year ending in 2022 do not need to in-
clude the information required under MIFIDPRU
8.2 or MIFIDPRU 8.7. Their disclosures for all sub-
sequent accounting years must include all of the
information required by MIFIDPRU 8.

Conversely, for firms with an accounting refer-
ence date of 31 December, their first disclosures
under MIFIDPRU 8 in respect of the accounting
year ending on 31 December 2022 must include
all of the information required by MIFIDPRU 8 (i.e.
including the information required by MIFIDPRU
8.2 and MIFIDPRU 8.7), except for remuneration dis-
closures to which MIFIDPRU TP 12.8R applies. This is
because MIFIDPRU will have been in force for an
entire calendar year by that date and the firm
should therefore have all of the information re-
quired to produce a complete disclosure re-
flecting the position as at 31 December 2022.

Remuneration disclosures that relate to a performance period that began before and ends after 1

January 2022
12.8

(1

(2)

(3

This rule applies to remuneration disclosures re-
quired under either of the following, where the
conditions in (2) are met:

(a) BIPRU 11.5.18R to BIPRU 11.5.20R;
(b) article 450 of the UK CRR.
The conditions referred to in (1) are that:
(a) the performance period to
which the relevant disclosures in
(1) relate;
(i) began before 1
January 2022,
and
(i) ends on or
after 1 January
2022; and
(b) as a result of one of the follow-

ing, a firm is no longer required
to publish the disclosures in (1):

(i) the deletion of
the BIPRU
sourcebook
with effect
from 1 January
2022; or

(if) changes to the
scope of the
UK CRR that
took effect on
1 January 2022.

Where this rule applies, a firm:

(a) is not required to publish the in-
formation specified in MIFIDPRU
8.6 for the performance period
in (2)(a); and
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(b) must publish the relevant disclos-
ures that would have been re-
quired for that performance
period under the rules in (1)(a)
or (1)(b) (as applicable) if the
firm had continued to be sub-
ject to those rules or that legisla-
tion in the form in which they
stood immediately before 1 Jan-
uary 2022.

(4) A firm may comply with this rule by the remu-
neration disclosures required under (3)(b) being
included within disclosures made on a consolid-
ated basis where that would have been permit-
ted by BIPRU 11 or article 450 of the UK CRR (as
applicable) in the form in which those rules or
that legislation stood immediately before 1 Janu-
ary 2022.

12.9 G (1) The effect of MIFIDPRU TP 12.8R is that for disclos-
ures that relate to a remuneration performance
period that begins before 1 January 2022 and
ends on or after 1 January 2022, a firm is not re-
quired to disclose the information about its remu-
neration policies and practices that would ordinar-
ily be required by MIFIDPRU 8.6. Instead, the firm
must publish the remuneration information speci-
fied in the disclosure requirements that applied
to the firm at the time at which the relevant per-
formance period began (i.e. the remuneration in-
formation required either by BIPRU 11.5 or article
450 of the UK CRR, as applicable).

(2) For the first full performance period starting
after 1 January 2022, a MIFIDPRU investment firm
will be required to make its first disclosures un-
der MIFIDPRU 8.6 (Remuneration policies and prac-
tices) on the next occasion following the end of
the relevant performance period on which:

(a) the firm publishes its annual fin-
ancial statements; or

(b) where it does not publish an-
nual financial statements, the
date on which its annual solv-
ency statement is submitted to
the FCA in accordance with the
requirements in SUP 16.12.
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Schedule 1

Record-keeping requirements

Sch1G

MIFIDPRU Sch 1.1 G

(1) The aim of the guidance in the following table is to provide an overview of the relevant
record keeping requirements in MIFIDPRU.

(2) It is not a complete statement of those requirements and should not be relied on as if it

were.

MIFIDPRU 4.7.5R

MIFIDPRU
4.10.19R(3)(b)

MIFIDPRU
4.10.23R(4)

MIFIDPRU 4.15.4R

Currency conver-
sion rate

Currency conver-
sion rate

Basis on which
firm has applied
the alternative
approach in MIF-
IDPRU 4.10.23R to
determine the
value of an or-
der when meas-
uring COH

Currency conver-
sion rate

The market rate
chosen to con-
vert AUM
amounts in for-
eign currencies
into the firm’s
functional
currency

The market rate
chosen to con-
vert COH
amounts in for-
eign currencies
into the firm’s
functional
currency

The basis in MIF-
IDPRU 4.10.23R(3)
on which the
firm is applying
the alternative
approach in MIF-
IDPRU 4.10.23R to
determine the
value of an or-
der when meas-
uring COH

The market rate
chosen to con-
vert DTF
amounts in for-
eign currencies
into the firm’s

At the time of
the relevant
measurement

At the time of
the relevant
measurement

At the time that
the firm decides
to apply the al-
ternative
approach

At the time of
the relevant
measurement

Not specified

Not specified

Not specified

Not specified
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Schedule 1

Record-keeping requirements

MIFIDPRU 7.1.7R(4) Currency conver-
sion rate

ICARA document
approval

MIFIDPRU 7.8.10R

MIFIDPRU Sch 1.2 G

functional
currency

The market rate
chosen to con-
vert the value of
amounts in for-
eign currencies
into pounds ster-
ling for the pur-
poses of deter-
mining the ap-
plication of cer-
tain governance
requirements
under MIFIDPRU 7

The firm’s ICARA
document and
records of the
governing body
review and ap-
proval under MI-
FIDPRU 7.8.8R

At the time of
the relevant
measurement

At the time that
the governing
body approves
the ICARA docu-
ment under MIF-
IDPRU 7.8.8R

Not specified

3 years from the
date on which
the governing
body gave its ap-
proval under MI-
FIDPRU 7.8.8R

MIFIDPRU investment firms are also reminded of the general record keeping obligations that

apply under SYSC9 (Record keeping).

MIFIDPRU Sch 1/2
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Schedule 2

Notification requirements

Sch2.1G

(1) The aim of the guidance in the following table is to provide an overview of the
relevant notification requirements in MIFIDPRU.

(2) It is not a complete statement of those requirements and should not be relied on as if

it were.

MIFIDPRU 1.2.4R(3)

MIFIDPRU 1.2.4R(4)

MIFIDPRU 1.2.7R(2)

MIFIDPRU 1.2.13R(2)(b)

MIFIDPRU 1.2.16R

MIFIDPRU 2.5.17R(2)(f)

Applying alternative
calculation for AUM
or COH for SNI MIFID-
PRU investment firm
criteria

Ceasing to apply al-
ternative calculation
for AUM or COH for
SNI MIFIDPRU invest-
ment firm criteria

Use of end-of-day
value for calculating
average CMH for SNI
MIFIDPRU investment
firm criteria

Non-SNI investment
firm meeting criteria
to be classified as an
SNI MIFIDPRU invest-
ment firm

Firm ceasing to meet
one of the criteria to
be classified as an SN/
MIFIDPRU investment
firm

Application of pro-
portional consolida-
tion to a participa-
tion meeting the con-
ditions in MIFIDPRU
2.5.17R

Decision to apply al-
ternative approach

Decision to cease ap-
plying alternative
approach

Record-keeping or re-
conciliation error as
described in MIFIDPRU
1.2.7R(1)

Meeting SNI MIFID-
PRU investment firm
criteria for at least 6
months

Ceasing to meet one
or more of the SN/
MIFIDPRU investment
firm criteria

Decision to apply pro-
portional con-
solidation

Not applicable

Not applicable

Immediate noti-

fication

Not applicable

Prompt notification

Not applicable
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MIFIDPRU 3.3.3R(2)

MIFIDPRU 3.6.3R

MIFIDPRU 3.6.5R

MIFIDPRU 4.12.7R

MIFIDPRU 4.12.10R

MIFIDPRU 4.13.10R

MIFIDPRU 4.13.20R

MIFIDPRU 5.6.3R

MIFIDPRU 5.9.3R

MIFIDPRU 5.11.2R

Notification of sub-
sequent issuance of
capital instruments
qualifying as com-
mon equity tier 1
capital

Notification of pro-
posed reduction, re-
purchase, call or re-
demption of own
funds instruments
where conditions in
MIFIDPRU 3.6.4R are
met

Notification of pro-
posed issuance of ad-
ditional tier 1 instru-
ments or tier 2 in-
struments

Notification of non-
material change or
non-material exten-
sion in use of an in-
ternal model for the
K-NPR requirement

Use of own estimates
for delta for stand-
ardised approach to
market risk of
options

Notification that con-
ditions for use of K-
CMG permission are
no longer met

Notification that firm
will calculate the K-
NPR requirement for
a portfolio for which
it previously had a K-
CMG permission

Notification that con-
centration risk soft
limit has been
exceede

Notification that
“hard” exposure
limits in MIFIDPRU
5.9.1R have been
exceeded

Exemption from MIF-
IDPRU 5.2 to MIFIDPRU

Proposed issuance of
capital instruments of
an existing class of
common equity tier 1
capital

Proposed redemption
of own funds instru-
ments where condi-
tions in MIFIDPRU
3.6.4R are met

Proposed issuance of
additional tier 1 in-
struments or tier 2 in-
struments

Proposal to imple-
ment a non-material
change to a model or
to extend the use of
a model in a non-mat-
erial manner

Decision to apply
own estimates for
delta where condi-
tions in MIFIDPRU
4.12.10R are met

Portfolio ceasing to
meet conditions in MI-
FIDPRU 4.13.9R for use
of a K-CMG
permission

Decision to calculate
the K-NPR require-
ment for a portfolio
where conditions in
MIFIDPRU 4.13.19R are
met

Exceeding concentra-
tion risk soft limit for
a client or group of
connected clients as
specified in MIFIDPRU
5.6.2R

Exceeding limit in MI-
FIDPRU 5.9.1R

Decision to apply ex-
emption where condi-

No fewer than 20
business days before
the issuance

No later than the
20th business day be-
fore the day on
which the reduction,
repurchase, call or re-
demption will occur

At least 20 business
days before the inten-
ded issuance date

Not applicable

Not applicable

Immediate noti-
fication

Not applicable

Notification without
delay

Notification without
delay

Not applicable

MIFIDPRU Sch 2/2
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MIFIDPRU 7.1.9R

MIFIDPRU 7.1.12R

MIFIDPRU 7.6.11R

MIFIDPRU 7.7.14R

MIFIDPRU 7.8.4R

MIFIDPRU TP 1.8R

MIFIDPRU TP 7.4R

5.10 for commodity
and emission allow-
ance dealers

Notification that firm
has met necessary
conditions to fall
within either MIFID-
PRU 7.1.4R(1)(a) or (b)
for a continuous
period of at least 6
months

Notification that firm
no longer meets the
conditions necessary
to fall within MIFID-
PRU 7.1.4R(1)(a) or (b)

Notification where
own funds fall below
certain specified
levels

Notification where /i-
quid assets fall below
certain specified
levels

Firm‘s choice of sub-
mission date(s) or
change of submission
date(s) for data item
MIF007 (ICARA assess-
ment questionnaire)

Notification of firm’s
intentions in relation
to additional tier 1 in-
struments issued be-
fore 1 January 2022

Notification to treat
capital instruments
issued before 1 Janu-
ary 2022 as own
funds under MIFIDPRU
3

tions in MIFIDPRU
5.11.1R are met

Meeting conditions
in either MIFIDPRU
7.1.4R(1)(a) or (b) for a
continuous period of
at least 6 months

No longer meeting
conditions in No
longer meeting con-
ditions in MIFIDPRU
7.1.4R(1)(a) or (b) when
the firm previously
did so when the firm
previously did so

Own funds falling be-
low levels specified in
MIFIDPRU 7.6.11R

Liquid assets falling
below levels specified
in MIFIDPRU 7.7.14R

Initial choice of sub-
mission date or
change of submission
date for data item
MIF007

Firm has outstanding
additional tier 1 in-
struments on 1 Janu-
ary 2022

Firm has issued cap-
ital instruments be-
fore 1 January 2022
that it wishes to treat
as own funds under
MIFIDPRU 3

Not applicable

Prompt notification

Immediate noti-
fication

Immediate noti-
fication

Not applicable

By no later than 1
January 2022

By no later than 1
January 2022
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Schedule 3
Fees and other payment requirements

Sch3.1G
MIFIDPRU does not contain any rules that directly impose fees or other payments. However,
B MIFIDPRU 9.1.2R(2)(c) applies the administrative fee in M SUP 16.3.14R for failure to submit

reports by their due date to the late submission of any reports that are required under
B MIFIDPRU 9.
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Schedule 4
Rights of action for damages

Sch4.1G

(1) The table below sets out the rules in MIFIDPRU, contravention of which by an
authorised person may be actionable under section 138D of the Act (Actions for
damages) by a person who suffers loss a result of the contravention.

(2) If "Yes" appears in the column headed “For private person”, the rule may be
actionable by a private person under section 138D (or, in certain circumstances, that
person’s fiduciary or representative: see regulation 6(2) and 6(3)(c) of the Financial
Services and Markets Act 2000 (Rights of Action) Regulations 2001 (SI 2001/2256)). If
“Yes" appears in the column headed “Removed”, this indicates that the FCA has
removed the right of action under section 138D(3) of the Act. If so, a reference to the
rule in which the right of action is removed is also given.

(3) The column headed “For other person” indicates whether the rule may be actionable
by a person other than a private person (or that person’s fiduciary or representative)
under article 6(2) and (3) of those Regulations. If so, an indication of the type of
person by whom the rule may be actionable is given.

All rules in MIFIDPRU No Yes — MIFIDPRU 1.3.1R  No
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Schedule 5
Rules that can be waived or modified

Sch5.1G

The rules in MIFIDPRU may be waived or modified by the FCA under section 138A of the Act
(Modification or waiver of rules) where the conditions in that section are met.
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List of Part 9C rules

Schedule 6
List of Part 9C rules

Sch6.1G

This schedule contains a list of Part 9C rules (as defined in section 143F(1) of the Act) for the
purposes of section 143F(2) of the Act.

Sch6.2G

(1) Except as specified in (2), each of the following is a Part 9C rule:
(a) every rule in MIFIDPRU; and
(b) every rule in mSYSC 19G (MIFIDPRU Remuneration Code).

(2) The following provisions are not Part 9C rules:
(a) W MIFIDPRU 4.4.1R(3);
(b) M MIFIDPRU 4.4.3R(2)(c);
(c) ® MIFIDPRU 4.4.4R(2)(c); and
(d) = MIFIDPRU 4.4.6R.
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