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INVESTMENT FIRMS PRUDENTIAL REGIME (CONSEQUENTIAL
AMENDMENTS TO OTHER PRUDENTIAL SOURCEBOOKS) INSTRUMENT 2021

Powers exercised

A. The Financial Conduct Authority (“the FCA”) makes this instrument in the exercise
of the following powers and related provisions:

(D) the following sections of the Financial Services and Markets Act 2000 (“the
Act”):

(a) section 137A (The FCA’s general rules);

b) section 137T (General supplementary powers);

(©) section 138D (Actions for damages);

(d) section 139A (Power of the FCA to give guidance);
(e) section 247 (Trust scheme rules);

) section 2611 (Contractual scheme rules); and

2) regulation 6(1) of the Open-Ended Investment Companies Regulations 2001
(ST 2001/1228).

B. The rule-making provisions listed above are specified for the purposes of section
138G(2) (Rule-making instruments) of the Act.

Commencement
C. This instrument comes into force on 1 January 2022.

Revocation of the Prudential sourcebook for Banks, Building Societies and Investment
Firms (BIPRU)

D. The Prudential sourcebook for Banks, Building Societies and Investment Firms
(BIPRU) is revoked.

Amendments to the Handbook

E. The modules of the FCA’s Handbook of rules and guidance listed in column (1)
below are amended in accordance with the Annexes to this instrument listed in

column (2).
) (2)
Glossary of definitions Annex A
General Prudential sourcebook (GENPRU) Annex B
Prudential sourcebook for Investment Firms (IFPRU) Annex C

Prudential sourcebook for Mortgage and Home Finance Firms, | Annex D
and Insurance Intermediaries (MIPRU)
Interim Prudential sourcebook for Investment Businesses Annex E
(IPRU-INV)
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F. The FCA confirms and remakes in the Glossary of definitions any defined expressions
used in the modules of the FCA’s Handbook of rules and guidance referred to in
paragraph E where such defined expressions relate to any UK legislation that has been
amended since those defined expressions were last made.

Notes

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

Citation

H. This instrument may be cited as the Investment Firms Prudential Regime
(Consequential Amendments to Other Prudential Sourcebooks) Instrument 2021.

By order of the Board
21 October 2021
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Annex A
Amendments to the Glossary of definitions

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

Amend the following definitions as shown.

capital resources (D) in relation to a BHRRE-firm dormant account fund
operator, the firm’s capital resources as calculated in

accordance with the eapitalresonreestable relevant

regulatory requirements; or

2) [deleted]

3) for-the purpeses-of GENPRU-and BIPRU (exceptBIPRU

@) ~(for-the-purposcs-of GENPRU-and-BIPRU-(cxeept

| onthatitisa BIPRLLA £
category-as-therelevantfirm:-or [deleted]

capital resources an amount of capital resources that:
requirements

) BIPRILE hold - - BIPRU
; ; —or a dormant account fund operator
must hold in accordance with the relevant regulatory
requirements; or
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category Bl firm

category B2 firm

category B3 firm

investment
management firm

large exposure

local firm

personal investment
firm
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a eategory-B-firm personal investment firm whose permission
includes dealing in investments as principal.

a eategory-B-firm personal investment firm whose permission does
not include dealing as principal; and is not subject to a
requirement preventing the holding or controlling of client money
or custody assets.

a eategory-B-firm personal investment firm:

(a) whose permission includes only insurance distribution
activity in relation to non-investment insurance contracts,
home finance mediation activity, assisting in the
administration and performance of contracts of
insurances, arranging transactions in life policies and
other insurance contracts, advising on investments (except
P2P agreements) and receiving and transmitting, on
behalf of investors, orders in relation to securities and
units in collective investment schemes, advising on P2P
agreements; and

(b) which is subject to a requirement not to hold or control
client money or custody assets.

a firm whose permitted activities include designated investment
business, which is not an authorised professional firm, bank,
HPRU-investimentfirnsBIPRU firn; MIFIDPRU investment firm,
collective portfolio management firm, credit union, energy market
participant, friendly society, ICVC, insurer, media firm, oil market
participant or service company, whose permission does not
include a requirement that it comply with /JPRU-INV 3 or IPRU-
INV 13 (Personal investment firms) and which is within (a), (b) or

(c):

(D) &n—B%PREQ—ﬂ&e—eaqaeﬁﬂae—ef—afH%He—a—aWaqﬁrer—a

[deleted]

2) texeeptin{) has the meaning in article 392 of the UK
CRR (Definition of a large exposure), as it applied on 31
December 2021.

has the meaning in article 4(1)(4) of the UK CRR as it applied on
31 December 2021.

a firm whose permitted activities include designated investment
business, which is not an authorised professional firm, bank,
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HEPR U investmentfirnBIHPRU firi; MIFIDPRU investment firm,
building society, collective portfolio management firm, credit
union, energy market participant, ICVC, insurer, media firm, oil
market participant or service company, whose permission does not
include a requirement that it comply with IPRU(INV) 3 (Securities
and futures firms) or 5 (Investment management firms), and which
is within (a), (b) or (¢):

securities and a firm whose permitted activities include designated investment
futures firm business, which is not an authorised professional firm, bank,
: .. tiesfir).

FFPRU:' ; - Guand P IFHU'j :
firm); MIFIDPRU investment firm, building society, collective
portfolio management firm, credit union, friendly society, ICVC,
insurer, media firm or service company, whose permission does
not include a requirement that it comply with IPRU(INV) 5
(Investment management firms) or 13 (Personal investment firms),
and which is within (a), (b), (c), (d), (e) , (), (g) or (ga):

(2) anexempt-BIPRU conmoditiesfirm [deleted]
(ga) anexemptHPRU-investmentfirm [deleted]

Delete the following definitions. The text is not shown struck through.

category B firm a personal investment firm, other than an exempt CAD firm.
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Annex B

General Prudential sourcebook (GENPRU)

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

1.1

1.1.1

1.1.2

1.1.2-B

1.1.2A

Application

Application

G There is no overall application statement for GENPRU. Each chapter
or section has its own application statement.

G

(4)  aBEPRUfirm;and [deleted]

(®)) sroups-containing suchfirms: [deleted]
G
G

GENPRU 1.2 and 1.3 are deleted in their entirety. The deleted text is not shown but the
sections are marked [deleted] as shown below.

1.2

1.3

Adequacy of financial resources [deleted]

Valuation [deleted]

GENPRU 2 is deleted in its entirety. The deleted text is not shown but the chapter is marked
[deleted] as shown below.
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2 Capital [deleted]

GENPRU TP 8, TPSA, TP 8B, Sch 1, Sch 2 and Sch 3 are deleted in their entirety. The
deleted text is not shown but the chapters are marked [deleted] as shown below.

TP 8 Miscellaneous capital resources definitions for BIPRU firms [deleted]

TP 8A Further miscellaneous capital resources definitions for BIPRU firms
[deleted]

TP 8B Miscellaneous capital resources definitions for BIPRU firms: Core tier one
capital [deleted]

Sch 1 Record keeping requirements [deleted]

Sch 2 Notification and reporting requirements [deleted]

Sch 3 Fees and other requirement payments [deleted]
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Annex C
Prudential sourcebook for Investment Firms (IFPRU)

IFPRU 1, 2,3, 4,5, 6,7, 8,9 and 10 are deleted in their entirety. The deleted text is not
shown but the chapters are marked [deleted] as shown below.

1 Application [deleted]

2 Supervisory processes and governance [deleted]

3 Own funds [deleted]

4 Credit risk [deleted]

5 Operational risk [deleted]

6 Market risk [deleted]

7 Liquidity [deleted]

8 Prudential consolidation and large exposures [deleted]
9 Public disclosure [deleted]

10 Capital buffers [deleted]

IFPRU TP 1, TP 4, TP 5, TP 8 and TP 9 are deleted in their entirety. The deleted text is not
shown but the chapters are marked [deleted] as shown below.

TP 1 GENPRU and BIPRU waivers: transitional [deleted]
TP 4 Deductions from own funds [deleted]

TP S Own funds: other transitionals [deleted]

TP 8 Countercyclical capital buffer: transitional [deleted]
TP 9 Large exposures limits [deleted]

Page 8 of 44



FCA 2021/39

Annex D

Prudential sourcebook for Mortgage and Home Finance Firms, and Insurance

Intermediaries (MIPRU)

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

1.3

1.3.3

Application and general provisions

Remuneration and property valuation requirements for MCD creditors

G

I

For the purposes of MIPRU 1.3.2R:

(D) reliable standards for the valuation of residential immovable
property include internationally recognised valuation
standards, in particular those developed by the International
Valuation Standards Council IVSC), the European Group of
Valuers’ Associations (EGoVA) or the Royal Institution of
Chartered Surveyors (RICS), as well as the standards in
BIPRU3-4-77R+teo-BIPRE-3-4-80R MIPRU 1.3.3AG or,
where applicable, MIPRU 4.2F.27R to MIPRU 4.2F.29R.

[Note: recital 26 of the MCD)]

2) the MCD creditor is not limited to on-site inspections where
it is possible to demonstrate that any risks posed have been
adequately assessed through the overall collateral
management process.

For the purposes of MIPRU 1.3.3G(1), reliable standards for the
valuation of residential immovable property also include the following
standards:

) the property must be valued by an independent valuer at or
less than the market value. In the UK where rigorous criteria
for the assessment of the mortgage lending value exist in
statutory or regulatory provisions property may instead be
valued by an independent valuer at or less than the mortgage

lending value;

2) market value means the estimated amount for which the
property should exchange on the date of valuation between a
willing buyer and a willing seller in an arm’s length
transaction after proper marketing wherein the parties had
each acted knowledgeably, prudently and without
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compulsion. The market value must be documented in a
transparent and clear manner;

3) mortgage lending value means the value of the property as
determined by a prudent assessment of the future
marketability of the property taking into account long-term
sustainable aspects of the property, the normal and local
market conditions, the current use and alternative appropriate
uses of the property. Speculative elements must not be taken
into account in the assessment of the mortgage lending value.
The mortgage lending value must be documented in a
transparent and clear manner; and

“4) the value of the collateral must be the market value or
mortgage lending value reduced as appropriate to reflect the
results of any required monitoring and to take account of any
prior claims on the property.

3 Professional indemnity insurance
3.1 Application and purpose
3.1.1 R
) This chapter does not apply to

(©) a firm to which IPRU(INV) 13.1.5R(1) (Financial
resource requirements for personal investment firms:
requirement to hold professional indemnity insurance)
applies.;-er

(d)  anexempt-CADfirm-to-which IPRUANV) O 2SR
Initialcanital and-professionalind O
. CADf | lso DL
i i tari tes: [deleted]

4 Capital resources

4.1 Application and purpose

Application: banks, designated investment firms, building societies, insurers
and friendly societies
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4.14 R This chapter does not apply to:

(1A) a designated investment firm: or

Application: firms carrying on designated investment business only

4.1.7 G A firm which carries on designated investment business, and no other
regulated activity, may disregard this chapter. For example, a firm with
permission limited to dealing in investments as agent in relation to
securities is only carrying on designated investment business and the

F&ms—&s—appfepﬂa{%wqﬂ—appl—y— may be sublect to the Prudentlal

sourcebook for MiFID Investment Firms (MIFIDPRU) or the Interim
Prudential sourcebook for Investment Businesses ({/PRU(INV)), as
appropriate. However, if its permission is varied to enable it to arrange
motor insurance as well, this activity is not designated investment
business so the firm will be subject to the higher of the requirements in
this chapter and those sourcebooks (see MIPRU 4.2.5R).

4.2 Capital resources requirements

Capital resources requirement: firms carrying on regulated activities including
designated investment business

4.2.5 R The capital resources requirement for a firm (other than a credit union)
carrying on regulated activities, including designated investment
business and to which IPRU(INV) does not apply, is the higher of:

€)) the requirement which is applied by this chapter according to
the activity or activities of the firm (treating the relevant rules
as applying to the firm by disregarding its designated
investment business); and

2) the financial resources requirement which is applied by the
Prudential book for I K | the K CRR
he G | Prudential book andthe Prudential
book for Banks. Buildine Societi 1
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Eirms Prudential sourcebook for MiFID Investment Firms
(MIFIDPRU).

4.4 Calculation of capital resources
The calculation of a firm’s capital resources
4.4.1 R (1)
2) If the firm is subject to thetnterimPrudential soureebookfor

nvestment businessesthe Prudential sourcebookfor

soureebook; the Prudential sourcebook for MiFID Investment
Firms (MIFIDPRU) or the Interim Prudential sourcebook for
investment businesses (IPRU(INV)), the capital resources are
the higher of:

(a) the amount calculated under (1); and

(b)

the financial resources calculated under those

sourcebooks andregulations.

After TP1 ‘Transitional Provisions’ insert the following new transitional provision. The text
is not underlined.

TP 2 Transitional Provisions for former exempt CAD firms
2.1 R
@ (2) Material | (3) | (4) Transitional Q) (6)
to which the provision Transitional Handbook
transitional provision: e
. . . provision:
provision dates in coming into
applies force force
2.1 | MIPRU 3.2 R | This rule applies | Until 31 1 January
to a MIFIDPRU | December 2022
investment firm 2024
that was classified
as an exempt CAD
firm subject to
IPRU-INV 9 on
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31 December
2021.

Instead of
complying with
the requirements
relating to
professional
indemnity
insurance in
MIPRU 3.2, a
firm may comply
with the
professional
indemnity
insurance
requirements set
out in /PRU-INV
9.2.4R(1)(b)
(except that the
minimum limits
of indemnity are
at least EUR
1,250,000 for a
single claim and
EUR 1,850,000 in
aggregate),
together with
IPRU-INV 9.2.7TR
and /PRU-INV
9.4.

2.2

MIPRU 3.2

This rule applies
to a MIFIDPRU
investment firm
that was classified
as an exempt CAD
firm and was
subject to IPRU-
INV 13 on 31
December 2021.

Instead of
complying with
the requirements
relating to
professional
indemnity
insurance in
MIPRU 3.2, a
firm may comply

Until 31
December
2024

1 January
2022
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with IPRU-INV
13.1.5R; IPRU-
INV 13.1.7R to
13.1.10R; and
IPRU-INV
13.1.15R to
13.1.29G.

23

MIPRU 3.2

References in this
transitional
provision to
IPRU-INYV are to
the version of
IPRU-INV that
applied on 31
December 2021.

References to an
exempt CAD firm
in IPRU-INV are
to the firm to
which this
transitional
provision applies.

Until 31
December
2024

1 January
2022

24

MIPRU 3.2

Exempt CAD
firms that carried
on activities in
scope of MIPRU
3.2 were exempt
from the
requirements in
MIPRU 3.2, on
the basis that they
were subject to
similar
professional
indemnity
insurance
requirements in
IPRU-INV 9 or
13.

The category of
exempt CAD firm
ceases to exist on
1 January 2022.
These firms will
no longer be
subject to IPRU-
INV, and instead

Until 31
December
2024

1 January
2022
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will become
subject to
prudential
requirements in
MIFIDPRU.
MIFIDPRU does
not require the
holding of
professional
indemnity
insurance.

Former exempt
CAD firms that
carry on activities
in scope of
MIPRU 3.2 will
therefore have to
comply with the
requirements to
hold professional
indemnity
insurance in
MIPRU 3.2 for
the first time,
consistent with
other investment
firms that have
always had to
comply with
MIPRU 3.2.

The purpose of
this transitional
provision is to
give former
exempt CAD
firms time to
comply with any
new requirements
in MIPRU 3.2. In
particular, former
exempt CAD
firms should note
that the minimum
limit of indemnity
for claims in
aggregate can be
higher under
MIPRU
3.2.7R(2)(b) than
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under the relevant
provisions in
IPRU-INV.
MIPRU 3.2 also
contains material
relating to excess
levels that differs
from the material
in IPRU-INV.

IPRU-INV 9.4.4R
requires that
professional
indemnity
insurance policies
must not be
subject to
unreasonable
limits. IPRU-INV
13.1.9R requires
that policies must
incorporate terms
which are
appropriate. The
FCA therefore
expects former
exempt CAD
firms to have
regard to the
requirements in
MIPRU 3.2 when
renewing their
professional
indemnity
insurance whilst
this transitional
applies.
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Annex E
Interim Prudential sourcebook for Investment Businesses (IPRU-INV)

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

1 Application and General Provisions

1.1 PURPOSE

1.1.3A R Thisseurcebook-doesnotapplyto BIPRUfirmsexeept:
G

(o3 fdeleted} This sourcebook does not apply to a MIFIDPRU
investment firm (unless it is a collective portfolio management
investment firm).

1.1.3B R

1.2 APPLICATION

1.2.2 R (1 IPRU-INV applies to:
(a) a members’ adviser;
(b) an investment management firm;
(c) a personal investment firm;
(d) an authorised professional firm;
(e) a securities and futures firm;
(f) a service company;

(2) the Society of Lloyd’s (in relation to underwriting agents);
(h) [deleted]

@) a credit union which is a CTF provider; and
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() afrexempt-CAD-firmand [ deleted]

k) a collective portfolio management firm; and
) a collective portfolio management investment firm.
(2)  IPRU-INV does not apply to:
(a) a lead regulated firm; or
(b) a media firm; or
© BIPRUfirm-(unlessiti BIPRU Lis:

Firnyr-er: a MIFIDPRU investment firm (unless it is a
collective portfolio management investment firm).

(d) anHEPRU-investimentfirm-(anlessitisanexempt HPRY
itiesFirm)- [deleted]

Obligation to Comply

1.2.5 R  Table
This table belongs to FPRE-ANVAY1-24R [PRU (INV) 1.2.4R

Authorised professional firm Chapters 1 and 2

Securities and futures firm Chapters 1 and 3
(which is not a MiFID
investment firm)

Securities-and fistures firm Chapters-and3
Cwhich-isan-exempt BIPRL
;Ffpggl”““ji ;.i .5”*;.“55 P

The Society of Lloyd’s (in Chapters 1 and 4
relation to underwriting agents)
and members’ advisers

Investment management firm Chapters 1 and 5
Arexempt-CAD-firm-or-atocal | Chapterst-and 9
firm

Service company Chapters 1 and 6
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management investment firm

Collective portfolio Chapters 1 and 11
management firm
Collective portfolio Chapters 1 and 11

Personal investment firm Chapters 1 and 13

Credit union which is a CTF Chapters 1 and 8
provider

Authorised professional firms

APPLICATION

R (1)

2)

An authorised professional firm of a kind falling within (2) must
comply with such of IPRU-INV 3, 579 or 13 which in accordance
with IPRU-INV 2.1.4R, most appropriately correlates to the type

and scale of the business which it conducts.

The type of authorised professional firm to which (1) applies is

one:
(a)
(b)
(©)
(da)

(db)

(e)

()

(2

(h)

which-is-also-anexempt- CADfirm:; [deleted]

which acts as a market maker;
which acts as a stabilising manager;

which acts as a small authorised UK AIFM or a residual
CIS operator;

which acts as a depositary;,

which acts as a broker fund adviser or otherwise
participates in a broker fund arrangement;

whose main business, having regard to (3), is not the
practice of its profession or professions;

whose permission includes a requirement that it acts in
conformity with the financial resources rules applicable to
another type of firm; or

whose permission includes establishing, operating or
winding up a personal pension scheme.
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4) An authorised professional firm which, in accordance with (1), is
required to comply with I/PRU-INV 3, 579 or 13 must immediately
give notification of that fact to the FCA in accordance with SUP
15.7 (Forms and method of notification).

2.1.4 R This table belongs to IPRU-INV 2.1.1R

TYPE OF BUSINESS CHAPTER OF SOURCEBOOK

ACTIVITY

(i) managing investments other | Investment management firm - IPRU-

than for retail clients; or INV 5

(i1) OPS activity; or nvestiment- managenentfirm-(whichis
an-cxemptCAD-firnm)—PRU-INV-S
and9

(i) a regulated activity carried Seeurities-andfuturesfirm-Owvhichis-an
on as a member of an exempt-CADfirn)—IPRUINV9

exchange; or

3 Financial resources for Securities and Futures Firms which are not MiFID
Investment Firms er-which-are Exempt BIPRU-Commedities Firms-or
E IEPRU-C lities Fi

3.-1 R This chapter applies to a securities and futures firm whichs:

&) is not a MiFID investment firms;

1; “ﬂq“;fpéi;m. 7 : that earries-ofr-any regiriated tetivity-other

3.1 G \ BIPRL lities firmis-subi | il
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EDRL st frm s cubi ] o
' - [deleted]

the KU-CRR- [deleted]

. .
IEPRL ; lities firm. ; ) Lifies P . | P I
493(-of the EU-CRR- [deleted]

deleted]
Fable

Licabilitvof {1 .. ... L6 G
This-table-belongstoIPRUANV)-3HCG [deleted]

@ [deleted] 2) )
.. Whetl ” P F Handbook
gjf . . ele 403(1) of | :
the ELU-CRRare apphicableforlarge
satistied exposure-or
conecentratedrisk
regtirements
Energy-market Yes Not-applicable
o bichi
exempt HEPRY Ne Part Fourfarticles
fitiesfirm)-wit 387 t0-403) of 4
waiverfromIPRUAINV)3 £U-CRRapplies
Energy-merket Yo TPRUINY) 3-apphes
o bichi
exemptHEPRU Ne PartFour-(articles
fities firm 387 t0-403) of 4
which-ZPRUUINV)3 EU-CRR-apphies
apphies
Ves ; 5
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Exempt-CADfirms

3.-60(8) R Rirtes3-61-to3182-do-notapply-totirexempt-CAPfimtatlessitearries
ofaryrestated-actvitv-otherthan- M D-busiress: [deleted]

g BIPRU titios £

3.-6009) G

An-oexemnt B
Pt

£ IEPRU. Litios £

3.-60(10) G

ANn-evemn L
>

broad-scopefirnm-or-onc-of-the-othercategorics-in-this—+ife: [deleted]

Obligation to calculate PRR*
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Notwithstanding the methods available for calculating the PRR, a firm
may, in respect of any individual position, calculate a PRR which is more
conservative than that calculated under the appropriate rule. However, in
that case, the firm will need to be able to demonstrate that, in all
circumstances, the calculation being employed does give rise to a higher
PRR for the position.

Models approach

A firm may seek a modification or waiver from the FCA to use a VaR
model as the basis for calculating the PRR on its commodity positions.

The FCA will grant a modification or waiver permitting the use of a VaR
model only where a number of qualitative and quantitative standards are
met. In assessing the VaR model the FCA will have regard to the matters
set out in BIPRU 7.10 as it applied on 31 December 2021.

GLOSSARY OF TERMS FOR IPRU(INV) 3

qualifying means a debt security which:
debt
security

(3)  (for the purposes of rule 3-173B) meets the following
conditions:

@ i . .
s ***.e*l‘g&gel b&eked;‘f cHrty *ela;‘*“g I‘e .
. bt lagad . g
in-BIPRU3-4-62R:-or [deleted]
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IPRU-INV 3 Appendix 20 is deleted in its entirety. The deleted text is not shown but the
chapter is marked [deleted] as shown below.

3

20

GUIDANCE NOTES ON RECONCILIATION OF FIRM’S BALANCES
Appendix WITH A COUNTERPARTY WHICH IS A MEMBER OF AN
EXCHANGE (RULE 3-11(1)(D)) AND IPRU(INV) 9.6.1R (FOR AN
EXEMPT CAD FIRM)) [deleted]

Amend the following as shown.

4.2

4.2.4

5.1

5.1.1

Lloyd’s Firms

PURPOSE

A members’ adviser is not regulated by the Society and accordingly this
chapter specifies the financial resource and accounting requirements to be
met. Firms which fall within the scope of this chapter will be firms with
permission only to advise persons on syndicate participation at Lloyd’s.
The nature of that advisory business is akin to corporate finance advice
and so the applicable requirements are those in I[PRU-INV 3 relevant to
firms giving corporate finance advice. Firms with other permissions will
fall within the scope of other chapters of IPRU(INV), GENPRU-BIPRT.

HEPRU (and-the UK-CRRY MIFIDPRU or INSPRU.

Financial resources

Application

R

1) (@ This chapter applies to an investment management firm,
other than:

@) [deleted]

(ii) a MiFID investment firm tenlessitis-an-exempt-CAD
J e e pui Litod] e ber il
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This chapter applies, as set out in IPRU-INV 5.1.2R, to:

()  exempt-CADfirms; [deleted]
(i1) OPS firms;

@iii)  non-OPS Life Offices and non-OPS Local
Authorities; and

(iv)  individuals admitted to membership collectively.

Exempt OPS Non-OPS Individuals
CAD-firms | firms | Life Offices admitted to
(see and Non- membership
Note 1 | OPS Local collectively
below) | Authorities
Financial resources rules
IPRU- No-(see No No Yes
INV Nete3
5.2.1R to | belewn
5.7.3R
Individuals Firms subject | All other firms
whose sole to “lead
investment regulator
business is arrangements”’
giving
investment
advice to
institutional
or corporate
investors
Financial resources rules
IPRU- No No Yes
INV
5.2.1R to
5.7.3R
(see Note 2
below)
Accounting records rules
IPRU- No Yes Yes
INV
5.3.1R(1
) to
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5.3.1R(6
)

Note 1. Firms are referred to the specific compliance reports for OPS
firms required by Chapter 16 of the Supervision Manual manual.

Note 2. A firm subject to “lead regulator arrangements” whereby a body
other than the FCA is responsible for its financial regulation shall comply
with the corresponding financial resources rules and financial returns
rules of that body, and a breach of such rules shall be treated as a breach
of the rules of the FCA.

R Any reference in IPRU-INV 5 to the UK CRR is to the UK CRR in the
form in which it stood at 31 December 2021.

Financial resources

R For a firm that has a Part 4A permission for acting as trustee or
depositary of a UK UCITS, own funds has the meaning in article
4(1)(118) of the E-ERR UK CRR.

Financial resources requirement

Exceptions from the liquid capital requirement

R The financial resources requirement is an own funds requirement
determined in accordance with /PRU-INV 5.4.3R for a firm if its
permitted business does not include establishing, operating or winding
up a personal pension scheme and whieh where:
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(1)

(ii)
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I lj . ;gjzg; IEM and-d | E jl i
i-ventnre-capitai-investmentsfor non-retail-elients;-or [deleted]

: D fir i

()

(b)

(©)

(d)

the firm’s permitted business does not include the
holding of customers’ monies or assets and it neither
executes transactions (or otherwise arranges deals) in
investments nor has such transactions executed for itself
or its customers; or

the firm’s permitted business includes the activities as in
(a) above, but only in respect of venture capital
investments for non-retail clients; or

the firm is a trustee of an authorised unit trust scheme
whose permitted business consists only of trustee
activities and does not include any other activity
constituting specified trustee business or the firm is a
depositary of an ICVC or ACS or a depositary appointed
in line with FUND 3.11.12R (Eligible depositaries for
UK AIFs) or a UK depositary of a non-UK AIF whose
permitted business consists only of depositary activities.

the firm’s permitted business limits it to acting a residual
CIS operator or a small authorised UK AIFM where the
main purpose of the collective investment scheme or AIF
(as applicable) is to invest in permitted immovables
whether in the UK or abroad.

If a firm that is the depositary of a UCITS scheme is seeking to determine
its own funds requirement on the basis of the standardised approach in
article 317 E-ERR UK CRR, it should notify the FCA in advance.

A firm which is the depositary of a UCITS scheme must comply with the

rules in IFPRU 2 as it applied on 31 December 2021, as if it were an

[deleted]

IFPRU investment firm that is not a significant IFPRU investment firm.
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5.8.1

Calculation of own funds and liquid capital

R
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A firm must calculate its own funds and liquid capital as shown below,
subject to the detailed requirements set out in JPRU-INV 5.8.2R.

Financial resources Category | IPRU-INV
5.8.2R
paragraph
Tier 1
@) Paid-up share capital A
(excluding preference shares)
(1A) | Eligible LLP members’
capital
2) Share premium account
3) Reserves 2A
) Non-cumulative preference
shares
Less: | (5) Investments in own shares B
6) Intangible assets
@) Material current year losses 4
(8) Material holdings in credit 5 and-S5A
and financial institutions an€;
for-exempt-CADfirms-only;
ol holdinss.
(8A) | Excess LLP members’
drawings
Tier 1 capital = (A-B) C
Plus: TIER 2 1
9 Revaluation reserves D
(10) | Fixed term cumulative Hay
preference share capital
(11) | Long-term Qualifying Ha); 6
Subordinated Loans
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(12) | Other cumulative preference 6A
share capital and debt capital
only-perpetual-cumulative
preference-share-capital-and
instruments

(13) | Qualifying arrangements 7

"Own Funds" = (C+D) E
Plus: TIER 3

(14) | Net trading book profits F Hb¥: 8

(15) | Short-term Qualifying 1(b)ab:
Subordinated Loans and ey, 9
excess Tier 2 capital

Less: | (16) | Illiquid assets G 10
Add: | (17) | Qualifying Property 11
"Liquid Capital" = (E+F+G)

1
Deductions
and Ratios
(Items 10,
11 and 15)

()

~AD i Leulati funds._allof
Ttem-8-must-be-deducted-after-the total-of Tierl-and
Tier canital and the followi .. i
[deleted]

@ | | of fixed Lati :

Gy | Tier2 eapital | 100 A

(b)

A firm which-isnotan-exempt-CADfirm-and which is
subject to a liquid capital requirement under /PRU-
INV 5.4.1R may take into account qualifying
subordinated loans in the calculation of liquid
capital up to a maximum of 400% of its Tier 1
capital.
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A-material *;**SE"“ a;. ree **? lding *“fa]**s the-holdingsof

}

%

f

|
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businessand
7 @ |2 CADf I includ Lifvi
Qualifying undertaking or otherarrangementinitem 134 itisa
arrangement qualifyingcapital-instroment-or-a-qualifying
s (Item 13) eapital-item-

&) | A firm whichis-netan-exempt-CADfirm may only
include qualifying undertakings in its calculation of
liquid capital if:

@) it maintains liquid capital equivalent to 6/52
of its annual expenditure in a form other
than qualifying undertakings; and

(i) | the total amount of all qualifying
undertakings plus qualifying subordinated
loans does not exceed the limits set out in
paragraph (1)(b) above.

8 Net Forfirms—which-are-notexempt-CAD-firms-unaudited
trading Unaudited profits can be included at item 14.

book profits

(Item 14)

IPRU-INV 9 is deleted in its entirety. The deleted text is not shown but the chapter is marked
[deleted] as shown below.

9 Financial resources requirements for an exempt CAD firm [deleted]

Amend the following as shown.

11 Collective Portfolio Management Firms and Collective Portfolio
Management Investment Firms

11.1 INTRODUCTION

Application
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A collective portfolio management firm that manages an AIF is an
internally managed AIF or an external AIFM. If the firm is a full-scope
UK AIFM this affects the firm’s base-capitalresonreesrequirement base
own funds requirement (see IPRU-INV 11.3.1R). An internally managed
AIF that is a full-scope UK AIFM is not permitted to engage in activities
other than the management of that AIF, whereas an external AIFM that is
a full-scope UK AIFM may manage AlFs and/or UCITS, provided it has
permission to do so. A full-scope UK AIFM that is an external AIFM
and/or a UCITS management company may undertake any of the
additional investment activities permitted by article 6(4) of AIFMD or
article 6(3) of the UCITS Directive (as applicable), provided it has
permission to do so, but if so it is classified as a collective portfolio
management investment firm, as opposed to a collective portfolio
management firm.

A collective portfolio management investment firm is alse a MIFIDPRU
investment firm, and so is subject to the requirements ef-either(
GENPRU and-BIPRU-or-GH-HFPRY of MIFIDPRU in addition to the
requirements of /PRU-INV 11, as explained in fPRUANV 162G [PRU-
INV 11.6.3G.

A small authorised UK AIFM that is not also a UCITS management
company is not a collective portfolio management firm or a collective
portfolio management investment firm and is therefore not subject to
IPRU-INV 11. This type of firm is subject to IPRU-INV 5 if it is an

investment management firm;-GENPRU and BIPRU-i{itis-a BIPRU firm

orHEPRUftis-an HEFPRU-investmentfirm ot MIFIDPRU if itis a
MIFIDPRU investment firm.

Purpose

G

()
(2) ' . . . ' . . . . .

ERD-andin-AnnexTV-to-the HK-CRR- [deleted]
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11.2 MAIN REQUIREMENTS
Collective portfolio management firm
11.2.1 R A firm must:
(1
2) at all times, maintain own funds which equal or exceed:
(a) the higher of:

(i)  the funds under management requirement (in line with
IPRU-INV 11.3.2R); and

(i)  the amount specified in article 97-of the HK-CRR
Ownfunds based-on_fixed heads L ’
FPRUHNVH-33AUK)) IPRU-INV 11.3.3AR; plus

3) at all times, hold liquid assets (in line with /PRU-INV 11.3.17R)
which equal or exceed:

(a) the higher of:

@) the funds under management requirement (in line with
IPRU-INV 11.3.2R) less the base own funds
requirement (in line with IPRU-INV 11.3.1R); and

(i)  the amount specified in article-97-of the LK-CRR
{Own-ftunds-based-onfixed-overheads) [IPRU-INV
11.3.3AR; plus

11.3 DETAIL OF MAIN REQUIREMENTS

Own Funds based on Fixed Overheads

11.3.3A  BK (1) Inacecordance-with-Articles 95-and 96 aninvestment firm-and

R : . . . .
: ik E ;. E.;. . ) E ;. f
lesislation that impl 12} and-4 FfS . c 1
treet iet ttal A firm must hold
own funds of at least one quarter of the fixed overheads of the
preceding year.
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11.6.1

11.6.2

2)

3)
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) . g i )
| 1 L &) b f y ] ) i
laid-down-inparagraph+ A firm must calculate its fixed
overheads using the methodology for calculating relevant
expenditure in MIFIDPRU 4.5 (Fixed overheads requirement).

authority requires-the-bustressplanto-beadjusted: A firm that has

not been in business for one year may use its projected fixed
overheads in accordance with the approach in MIFIDPRU
4.5.11R.

ADDITIONAL REQUIREMENTS FOR COLLECTIVE PORTFOLIO
MANAGEMENT INVESTMENT FIRMS

G

G

A collective portfolzo management znvestment ﬁrm is requlred to comply

with

addfﬁeﬂ—ee—eempl-y%g—W%ﬂa—lPRMQLl—l— MIFIDPRU in addltlon to

IPRU-INV 11.

@ SENPRU and BIPRLLE it is o BIPRU firm:

@ IEPRULE itis JEPRLL: G

(D A collective portfolio management investment firm may undertake
the following MiFID business: portfolio management; investment
advice; safekeeping and administration in relation to shares or
units of collective investment undertakings; and (if it is an AIFM
investment firm) reception and transmission of orders in relation to
financial instruments.

(2)
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11.6.5

11.7

(o}
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fncm— | deleted |

A collective portfolio management investment firm is required to comply
with the applicable requirements of the-seureebooks-set-outin IPRUINY
H-61G MIFIDPRU, in parallel with its requirements under /PRU-INV
11. This means that a capital instrument or liquid asset may be used to
meet either or both sets of requirements provided it meets the conditions
set out in the relevant sourcebook.

(D

2)

)

2)

to-the-wheole-of-its-business- [deleted]

A collective portfolio management investment firm is not required to
include its collective portfolio management activities when calculating its
K-factor metrics under MIFIDPRU.

CAPITAL REPORTING
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11.7.1 G  The reporting requirements of capital adequacy for a collective portfolio
management firm and a collective portfolio management investment firm
are set out in SUP 16.12 (Integrated regulatory reporting). In summary,
the relevant capital adequacy forms for its business of managing an AIF
or managing a UK UCITS are as follows:

(D) a collective portfolio management firm is required to submit
FINO066 (and FSA042 if it is a UCITS firm); and

2) a collective portfolio management investment firm thatis-an
HEPRU-investmentfirm is required to submit FIN067 (and FSA042
if itis a UCITS investment firm) and also report asing-COREP in
accordance with MIFIDPRU 9. +and

3)
investmentfirnm)-and ESADO3- [deleted]
13 Financial Resources Requirements for Personal Investment Firms
13.1 APPLICATION, GENERAL REQUIREMENTS AND PROFESSIONAL

INDEMNITY INSURANCE REQUIREMENTS
Application

13.1.1 R This chapter applies to a firm which is a personal investment firm as-set
otutin-the-table below.

T ¢ L i \policati £ this-Cl

Capital resources: general accounting principles
13.14A R (1)
2) The accounting principles are referred to in:

& the Notes for completion of the Retail Mediation Activities
Return (RMAR) (under the heading “Accounting Principles”™)

in SUP 16 Annex 18BG fera-—category B-firm;and
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) theGuid Cordatas  ESAQ3 or il
headine “Defined e SIID 16 SAGE
exermpt-CADf#nt.

Requirement to hold professional indemnity insurance

13.1.6 R

ANn-exyemn A e
> O

i ; - - [deleted]

Limits of indemnity

13.1.10 R If the firm is an IDD insurance intermediary, whether-ernetitis-also-an

exempt-CADfirm; the appropriate minimum limits of indemnity per year
are no lower than:

(1) EUR 1,250,000 for a single claim against the firm; and
2) EUR 1,850,000 in the aggregate.

[Note: articles 10(4) and 10(5) of the IDD]

13.1.11 R Hrhefirmisanexempr-CAPfirnthatmaiatainsprofesstonal-indermutty
. Jer 13 1A 3B . .. Limite of

o e 1 ban:
& EBR1500:0004ntheageregate: [deleted |

13.1.12 R

€y  EUR750,000-inthe-aggregate: [deleted]

13.1.13 R If the firm is not an IDD insurance intermediary er-an-exempt-CADfirm,
then the following limits of indemnity apply:
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(D) if the firm has relevant income of up to £3,000,000, no lower than
£500,000 for a single claim against the firm and £500,000 in the
aggregate; or

2) if the firm has relevant income of more than £3,000,000, no lower
than £650,000 for a single claim against the firm and £1,000,000
in the aggregate.

Additional capital resources - exclusions
13.1.23 R

Note 2 - The calculation of a firm’s capital resources is set out in sections

BAAto1315(see IPRUIAV 13 1R forapplication-of thesesectionsto
an-exempt-CADfirm-er-a-—categoryBfirm) [IPRU-INV 13.13 to 13.15.

Additional capital resources - excess
13.1.27 R

Note 2 - The calculation of a firm’s capital resources is set out in sections

BAAte1315(see HPRUHANV I3 1R forapplication-of thesesections—to
an-exempt-CADfirm-or-a-—category-BHfirm) IPRU-INV 13.13 to 13.15.

IPRU-INV 13.1A is deleted in its entirety. The deleted text is not shown but the section is
marked [deleted] as shown below.

13.1A Capital resources and professional indemnity insurance requirements for
an exempt CAD firm [deleted]

Amend the following as shown.

13.13 CAPITAL RESOURCES REQUIREMENT FOR AN-EXEMPT CAD
FIRMANDA-CATEGORY B FIRM A PERSONAL INVESTMENT
FIRM

Application
13.13.1 R This section applies to a personal investment firm which-is-either:
& acategory Bfirm.
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Requirement

13.13.2 R (1) A firm to which MIPRU does not apply must calculate its capital
resources requirement as in (2).

2) The firm must calculate its capital resources requirement as the
higher of:

(a) £20,000; and

(b) the amount equivalent to the applicable percentage of its
annual income specified in table 13.13.2(2)(b), depending
on the type of firm.

Table 13.13.2(2)(b)

This table forms part of IPRU-INV 13.13.2R.

(A) (B) ©)

Type of firm Applicable
percentage of
annual income

& Exempt-CADfirm | 5%

13.14 CALCULATION OF ANNUAL INCOME FOR AN-EXEMPT-CAD FIRM
AND-A-CATEGORY B-FIRM A PERSONAL INVESTMENT FIRM

Application
13.14.1 R This section applies to a personal investment firm which-is-either:
b anexemprCADfirmor
@ acategory Bfirm.

Annual income

13.143 R
3) The relevant reporting form under SUP 16.12 is:

@ the Retail Mediation Activities Return (RMAR) (Section B:
Profit and Loss Account) fera-—category-B-firm:and
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13.15.1

13.15.2

13.15.7

13.15.9

13.15.10

14

14.1

14.1.1

FCA 2021/39

&) ESA030-(Income-Statement-for-an-exempt-CAD-firm.

CALCULATION OF OWN FUNDS TO MEET THE CAPITAL
RESOURCES REQUIREMENT FOR A CATEGORY BFIRM
PERSONAL INVESTMENT FIRM

Application

R This section applies to a personal investment firm whichis-a-eategory-B
firm.

G T Leulati c el ] CAD fipmisin IPRU-INY
13JAHR- [deleted]

Subordinated - b6

R A eategery-B-firm firm may include a short-term subordinated loan as
capital resources (see table in IPRU-INV 13.15.3R), if all the conditions in
IPRU-INV 13.15.8R are satisfied.

Restrictions

R A Category-Bfirm firm must calculate:

R A ECategory-Bfirm firm must treat as a liability in the calculation or its
capital resources any amount by which the sum of /PRU-INV 13.15.9R(1)
exceeds the product of IPRU-INV 13.15.9R(2).

Consolidated Supervision for Investment Businesses
APPLICATION

R Subject to rule 14.1.2, consolidated supervision and this chapter apply to
a firm which is a member of a group if:

(D) It is:

(a) asecurities and futures firm, subject to the financial rules in
Chapter 3, which is a broad scope firm but not a venture
capital firm. —and

2) Hisneithera BIPRU-firmnoran H-PRU-investinentfirm: [deleted]
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Cases where consolidated supervision under this chapter will not apply

14.1.2 R A firm is not subject to eonselidated-supervision consolidated supervision

under the rules in this Chapter where any of the following conditions are
fulfilled:

@) the firm is included in the supervision on a consolidated basis of
the group of which it is a member by a competent authority other
than the FCA; or

) the firm is a-member-of a UK consolidationgroup-already
included in the supervision on a consolidated basis of the group of
which it is a member by the FCA under B#PRE-8 MIFIDPRU 2.5
(prudential consolidation); or

3) .. . .
e ”gif]. Ej] e whichit
member-by-the-appropriate regulator under Part One,Title H;
Chapter 2-of the IK-CRR- the firm is subject, along with a
MIFIDPRU investment firm, to the group capital test in
MIFIDPRU 2.6 (the group capital test).

Exemption from consolidated supervision

14.1.4 R A firm need not meet the requirements in rules 14.3.1 and 14.3.2 if:

2 no firm in the group deals in investments as principal, except
where it is dealing solely as a result of its activity of operating a

collective investment scheme;-or-where-thefirm-s-positionsfulf

14.2 SCOPE OF CONSOLIDATION

Exclusions

14.2.5 R A firm may, having first notified the FCA in writing, exclude from its
group the following:
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2) any entity the inclusion of which within the group would be
misleading or inappropriate for the purposes of eonsotidated
superviston_consolidated supervision.

14.5 GROUP FINANCIAL RESOURCES REQUIREMENT

14.5.2 R Financial resources requirements for individual entities in the group are:

(2A) for entities that are recognised third country credit institutions or
recognised third country investment firms and which s are subject
to the local regulatory capital requirement of that regulator, that
local regulatory capital requirement;

(2B) for entities not in (2A) that are regulated by a third country
competent authority named in the table in BIPRU 8-Annex3R 8
Annex 6R as it applied on 31 December 2021 and which is subject
to the local regulatory capital requirement of that regulator, that
local regulatory capital requirement; and

14 App 1 Interpretation

App 1.1 G  Glossary of defined terms for Chapter 14

Annex A Limited liability partnerships: Eligible members’ capital
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1.5 G

capital if it meets the conditions in this annex:
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The following rules allow inclusion of members’ capital within a firm’s

Chapter

IPRU(INV) rule

How eligible LLP
members’ capital
should be treated for
the purposes of the
IPRU(INYV) rule

Table 3-61

Eligible LLP members’
capital may be counted
as Tier 1 capital under
item “A” within Table
3-61.

Table 5.2.2 (1):
Item (1A)

Eligible LLP members’
capital may be counted
as Tier 1 capital within
Category A of Table
5.2.2(1).

ElicibleLLP bers
eapitat-may-be-counted
nitial ol witl

IPRUAINV Q931

11

Table 11.4

Eligible LLP members’
capital may be counted
as Item (5) in Table
11.4.

13

Table 13.15.3(1) 34A6

Eligible LLP members’
capital may be counted
as capital resources
relating to companies
in IPRU-INV
13.15.3(1).

ElioibleLLP bers’
eapital-may-be-cotnted
nitial ol withi

Page 43 of 44




FCA 2021/39

Page 44 of 44



