FSA 2006/53

THE CRD (CONSEQUENTIAL AMENDMENTS) INSTRUMENT 2006

Powers exercised

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

(1)
2)
3)
(4)
)
(6)
(7)
(8)

section 138 (General rule-making power);
section 141 (Insurance business rules);
section 149 (Evidential provisions);

section 150(2) (Actions for damages);
section 156 (General supplementary powers);
section 157(1) (Guidance);

section 316(1) (Direction by Authority);
section 340 (Appointment).

B. The rule-making powers listed above are specified for the purpose of section 153(2)
(Rule-making instruments) of the Act.

Commencement

C. This instrument comes into force as follows:

(1

2)

The following provisions come into force on 1 January 2007, except that the
words “including the services and activities provided for in Section A and B of
Annex I of the MIFID when referring to the financial instruments provided for
in Section C of Annex I of that Directive” in the amendment to the definition
of financial institution in Annex A do not take effect until 1 November 2007:

Annex A Parts 1B, 2B and 3B
Annex D Part 2
Annex E Whole
Annex F Whole
Annex H Whole
Annex | Part 2
Annex J Part 2
Annex L Parts 2 and 4
Annex O Whole
Annex P Part 2
Annex Q Whole
Annex S Whole
Annex T Part 2

The remainder of this instrument comes into force on 31 December 2006.



Amendments to the handbook

D. (1) The provisions of the Lloyd's sourcebook (“LLD”) listed in column (1) of the
Table in Annex R to this instrument are:
(a) redesignated to form part of the Handbook of rules and guidance in
accordance with the corresponding entry in column (2) of the Table in
Annex R; and
(b) restated and amended so that they read as set out in this instrument, in
the Annex specified in column (3) of Table 1 in Annex R.
(2) Other provisions of LLD are deleted in accordance with paragraph 2 of Annex
R.
E. The modules of the Handbook 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
Threshold Conditions (COND) Annex B
Senior Management Arrangements, Systems and Controls Annex C
(SYSC)
Integrated Prudential sourcebook (PRU) Annex D
Interim Prudential sourcebook for Banks (IPRU(BANK)) Annex E
Interim Prudential sourcebook for Building Societies Annex F
(IPRU(BSOCQ))
Interim Prudential sourcebook for Insurers (IPRU(INS)) Annex G
Interim Prudential sourcebook for Investment Businesses Annex H
(IPRU(INV))
Insurance: Conduct of Business sourcebook (ICOB) Annex [
Mortgages: Conduct of Business sourcebook (MCOB) Annex J
Market Conduct sourcebook Annex K
Supervision manual (SUP) Annex L
Dispute Resolution : Complaints sourcebook (DISP) Annex M
Compensation sourcebook (COMP) Annex N
New Collective Investment Schemes sourcebook (COLL) Annex O
Credit Unions sourcebook (CRED) Annex P
Electronic Money sourcebook (ELM) Annex Q
Listing Rules (LR) Annex S
F. Other provisions in the FSA's Handbook of rules and guidance are amended in
accordance with Annexes T and U to this instrument.
Citation
G. This instrument may be cited as the CRD (Consequential Amendments) Instrument
2006.
By order of the Board
23 November 2006




Annex A

Amendments to the Glossary

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

Where entirely new definitions are inserted, or where definitions are deleted, these are not
shown underlined or struck through.



Part 1A (New definitions taking effect on 31 December 2006)

Insert the following definitions in the appropriate alphabetical position in the Glossary:

GENPRU the General Prudential sourcebook

INSPRU the Prudential sourcebook for Insurers

individual capital guidance given to a firm about the amount and quality of capital
guidance resources that the F:S4 thinks the firm should hold under the

overall financial adequacy rule as it applies on a solo level or a
consolidated level.



Part 1B (New definitions taking effect on 1 January 2007)

Insert the following definitions in the appropriate alphabetical position in the Glossary:

ABCP internal assessment  the method for calculating the risk weighted exposure amount for a
approach securitisation position in relation to an asset backed commercial
paper programme as set out in BIPRU 9.12.20R.

ABCP programme (for the purposes of BIPRU 9 (Securitisation)) an asset backed
commercial paper programme.

advanced measurement one of the following:

approach

(a)  the adjusted method of calculating the operational risk
capital requirement set out in BIPRU 6.5 (Operational risk:
advanced measurement approaches);

(b)  (where the approach in (a) is being applied on a consolidated
basis) the method in (a) as applied on a consolidated basis in
accordance with BIPRU 8 (Group risk - consolidation); or

(c)  when the reference is to the rules of or administered by a
regulatory body other than the F'S4, whatever corresponds to
the approach in (a) or (b), as the case may be, under those
rules.

advanced IRB approach one of the following:

(a)  (inrelation to the sovereign, institutional and corporate IRB
exposure class) the approach under the IRB approach under
which a firm supplies its own estimates of LGD and
conversion factors;

(b)  (where the approach in (a) is being applied on a consolidated
basis) the method in (a) as applied on a consolidated basis in
accordance with BIPRU 8 (Group risk - consolidation); or

(c)  when the reference is to the rules of or administered by a
regulatory body other than the F'S4, whatever corresponds to
the approach in (a) or (b), as the case may be, under those
rules.

advanced prudential one of the following:
calculation approach

(a)  the IRB approach; or

(b)  the advanced measurement approach; or



advanced prudential
calculation approach
permission

alternative standardised
approach

AMA

AMA permission

(c)  the VaR model approach; or

(d)  the CAD I model approach, or

(e)  the master netting agreement internal models approach; or
® the CCR internal model method,

including, in each case, whatever corresponds to that approach under
the rules of or administered by a regulatory body other than the FSA.

one of the following:

(a) an IRB permission; or

(b)  an AMA permission; or

(©) a VaR model permission; or
(d)  a CAD I model waiver; or

(e)  amaster netting agreement internal models approach
permission; Or

® a CCR internal model method permission.

one of the following:

(a)  aversion of the standardised approach to operational risk
under which a firm uses different indicators for certain
business lines as referred to in BIPRU 6.4.19R (The
alternative standardised approach);

(b)  (where the approach in (a) is being applied on a consolidated
basis) the method in (a) as applied on a consolidated basis in
accordance with BIPRU 8 (Group risk - consolidation); or

(c)  when the reference is to the rules of or administered by a
regulatory body other than the 'S4, whatever corresponds to
the approach in (a) or (b), as the case may be, under those
rules.

the advanced measurement approach.

an Article 129 implementing measure, a requirement or a waiver that
requires a BIPRU firm or an institution to use the advanced
measurement approach to operational risk on a solo basis or, if the
context requires, a consolidated basis.



appropriate PRA

Article 129 implementing
measure

Article 129 permission

Article 129 procedure

Article 134 relationship

asset backed commercial
paper programme

(1)  (inrelation to a position treated under BIPRU 7.6 (Option
PRR)) the percentage figure applicable to that position under
the table in BIPRU 7.6.8R (Appropriate PRR);

(2)  (for any other purpose and in relation to a position) the PRA
applicable to that position under BIPRU 7 (Market risk).

any:

(a)  measure taken by the F.S4 under regulations 7-9 of the
Capital Requirements Regulations 20006; or

(b)  corresponding measure taken by another competent authority
to apply an Article 129 permission as referred to in the last
paragraph of Article 129(2) of the Banking Consolidation
Directive.

a permission of the type referred to in Article 129(2) of the Banking
Consolidation Directive (permission to apply the IRB approach, the
AMA approach or the CCR internal model method on a consolidated
basis) or Article 37(2) of the Capital Adequacy Directive
(permission to apply the VaR model approach on a consolidated
basis) excluding an Article 129 implementing measure.

the procedure described in Article 129(2) of the Banking
Consolidation Directive (permission to apply the IRB approach, the
AMA approach or the CCR internal model method on a consolidated
basis) or that applies under Article 37(2) of the Capital Adequacy
Directive (permission to apply the VaR model approach on a
consolidated basis) for the purpose of applying for and granting or
refusing an Article 129 permission or the procedure for varying of
revoking an Article 129 permission in accordance with the Banking
Consolidation Directive or the Capital Adequacy Directive.

(in accordance with Article 134 of the Banking Consolidation
Directive) a relationship of one of the following kinds:

(a)  where a person exercises a significant influence over one or
more persons, but without holding a participation or other
capital ties in these persons and without being a parent
undertaking of these persons; or

(b)  where two or more persons are placed under single
management other than pursuant to a contract or clauses of
their memoranda or articles of association.

(for the purposes of BIPRU 9 (Securitisation) and in accordance
with Part 1 of Annex IX of the Banking Consolidation Directive
(Securitisation definitions)) a programme of securitisations (within
the meaning of paragraph (2) of the definition of securitisation) the
securities issued by which predominantly take the form of
commercial paper with an original maturity of one year or less.



at the money

backtesting exception

banking and investment
services conglomerate

banking and investment
services sector

basic indicator approach

BIPRU

BIPRU 50K firm

BIPRU 125K firm

(for the purposes of BIPRU 7 (Market risk) and in relation to an
option or warrant) the strike price of that option or warrant being
equal to the current market value of the underlying instrument.

(in BIPRU 7.10 (Use of a value at risk model)) an exception
(excluding a specific risk backtesting exception) arising out of
backtesting a VaR model as more fully defined in BIPRU 7.10.103R.

a financial conglomerate that is identified in paragraph 4.3 of
GENPRU 3 Ann IR (Types of financial conglomerate) as a banking
and investment services conglomerate

(in relation to a financial sector in a consolidation group or a
financial conglomerate and in accordance with GENPRU 3.1 (Cross
sector groups)), the investment services sector and the banking
sector taken together

the approach to calculating the ORCR set out in BIPRU 6.3
(Operational risk: Basic indicator approach)

the Prudential sourcebook for Banks, Building Societies and
Investment Firms.

has the meaning in BIPRU 1.1.20R (Types of investment firm:
BIPRU 50K firm) which in summary is a BIPRU investment firm
that satisfies the following conditions:

(a) it satisfies the conditions in B/PRU 1.1.19R(1) (does not deal
on own account or underwrite issues of financial instruments
on a firm commitment basis) and BIPRU 1.1.19R(3) (offers
one or more of certain specified services);

(b) it does not hold clients' money or securities in relation to
investment services it provides and it is not authorised to do
so; and

(c)  itis nota UCITS investment firm.

has the meaning in B/PRU 1.1.19R (Types of investment firm:
BIPRU 125K firm) which in summary is a BIPRU investment firm
that satisfies the following conditions:

(1) it does not deal on own account or underwrite issues of
financial instruments on a firm commitment basis;

(2) it holds clients' money or securities in relation to investment
services it provides or is authorised to do so;

(3) it offers one or more of certain specified services; and

(4) itisnota UCITS investment firm.



BIPRU 730K firm

BIPRU firm

BIPRU investment firm

BIPRU limited activity
firm

BIPRU limited licence firm

has the meaning in B/PRU 1.1.21R (Types of investment firm:
BIPRU 730K firm) which in summary is a BIPRU investment firm
that is not a UCITS investment firm, a BIPRU 50K firm or a BIPRU
125K firm.

has the meaning set out BIPRU 1.1.6 (The definition of a BIPRU
firm), which is in summary a firm that is:

(a)  abuilding society; or

(b)  abank; or

(¢)  afull scope BIPRU investment firm; or
(d)  a BIPRU limited licence firm; or

(e)  aBIPRU limited activity firm;

but excluding firms of the type listed in BIPRU 1.1.7R (Exclusion of
certain types of firm from the definition of BIPRU firm).

has the meaning set out B/PRU 1.1.8R (Definition of a BIPRU
investment firm), which is in summary one of the following types of
BIPRU firm:

(a)  afull scope BIPRU investment firm; or
(b)  a BIPRU limited licence firm; or
(¢)  aBIPRU limited activity firm,

including a UCITS investment firm that is not excluded under
BIPRU 1.1.7R (Exclusion of certain types of firm from the definition
of BIPRU firm).

has the meaning in B/PRU 1.1.17R (Types of BIPRU investment
firm), which is in summary a limited activity firm that meets the
following conditions:

(a)  itisafirm; and

(b) its head office is in the United Kingdom and it is not
otherwise excluded from the definition of BIPRU firm under
BIPRU 1.1.7R (Exclusion of certain types of firm from the
definition of BIPRU firm).

has the meaning in B/PRU 1.1.17R (Types of BIPRU investment
firm), which is in summary a limited licence firm that meets the
following conditions:

(a)  itisafirm; and



CAD 1 model

CAD I model approach

CAD 1 model waiver

CAD Article 22 group

CAD full scope firm

CAD investment firm

capital instrument

capital market-driven
transaction

capital resources gearing
rules

(b) its head office is in the United Kingdom and it is not
otherwise excluded from the definition of BIPRU firm under
BIPRU 1.1.7R (Exclusion of certain types of firm from the
definition of BIPRU firm).

a risk management model of the type described in BIPRU 7.9 (Use
of a CAD 1 model).

one of the following:

(a)  the approach to calculating part of the market risk capital
requirement set out in BIPRU 7.9 (Use of a CAD 1 model);

(b)  (where the approach in (a) is being applied on a consolidated
basis) the method in (a) as applied on a consolidated basis in
accordance with BIPRU 8 (Group risk - consolidation); or

(c)  when the reference is to the rules of or administered by a
regulatory body other than the F'S4, whatever corresponds to
the approach in (a) or (b), as the case may be, under those
rules.

a waiver that requires a firm to use the CAD I model approach on a
solo basis or, if the context requires, a consolidated basis.

a UK consolidation group or non-EEA sub-group that meets the
conditions in BIPRU 8.4.9R (Definition of a CAD Article 22 group).

has the meaning set out BIPRU 1.1.13R (Types of investment firm:
CAD full scope firm), which in summary is a CAD investment firm
that is not a /imited activity firm or a limited licence firm.

has the meaning set out BIPRU 1.1.14R (Types of investment firm:
CAD investment firm), which in summary is an investment firm that
is subject to the requirements imposed by the /SD (or which would
be subject to that Directive if its head office were in an EEA State)
but excluding a bank, a building society, an ELMI, a credit
institution, a local and an exempt CAD firm.

(in GENPRU and BIPRU and in relation to an undertaking) any
security issued by or loan made to that undertaking or any other
investment in, or external contribution to the capital of, that
undertaking.

(in accordance with point 2 of Part 1 of Annex VIII of the Banking
Consolidation Directive (Eligible forms of credit risk mitigation))
any transaction giving rise to an exposure secured by collateral
which includes a provision conferring upon the person with the
exposure the right to receive margin frequently.

(1)  (inrelation to an insurer) GENPRU 2.2.29R, GENPRU
2.2.30R and GENPRU 2.2.32R to GENPRU 2.2 41R.

10



capital resources table

cash assimilated
instrument

CCR

CCR internal model
method

CCR internal model
method permission

CCR mark to market
method

CCR standardised method

(2)  (inrelation to an bank or building society) GENPRU 2.2.29R,
GENPRU 2.2.30R, GENPRU 2.2.46R and GENPRU 2.2.49R.

(3)  (inrelation to an BIPRU investment firm) GENPRU 2.2.30R,
GENPRU 2.2.46R and GENPRU 2.2.49R to GENPRU
2.2.50R.

(in relation to an insurer or BIPRU firm) the table specified in
GENPRU 2.2.19R (Applicable capital resources calculation) which
in summary is as follows:

(1)  (in the case of an insurer) GENPRU 2 Annex 1R;
(2)  (in the case of a bank) GENPRU 2 Annex 2R;
(3)  (in the case of a building society) GENPRU 2 Annex 3R; and

(4)  (inrelation to a BIPRU investment firm) whichever of the
tables in GENPRU 2 Annex 4R, GENPRU 2 Annex 5R or
GENPRU 2 Annex 6R applies to the firm under GENPRU
2.2.19R.

(in accordance with Article 4(35) of the Banking Consolidation
Directive (Definitions)) a certificate of deposit or other similar
instrument issued by a lending firm.

counterparty credit risk

one of the following:

(a)  the method of calculating the amount of an exposure set out
in BIPRU 13.6 (CCR internal model method);

(b)  (where the approach in (a) is being applied on a consolidated
basis) the method in (a) as applied on a consolidated basis in
accordance with BIPRU 8 (Group risk - consolidation); or

(c)  when the reference is to the rules of or administered by a
regulatory body other than the F'S4, whatever corresponds to
the approach in (a) or (b), as the case may be, under those
rules.

an Article 129 implementing measure, Article 129 permission, a
requirement or a waiver that requires a BIPRU firm or an institution
to use the CCR internal model method.

the method of calculating the amount of an exposure set out in
BIPRU 13.4 (CCR mark to market method).

the method of calculating the amount of an exposure set out in
BIPRU 13.5 (CCR standardised method).

11



central bank

central counterparty

CFD
Clu

CIU look through method

CIU PRR

clean hypothetical profit
and loss figure

clean profit and loss figure

clean-up call option

closely related

(in accordance with Article 4(23) of the Banking Consolidation
Directive (Definitions) and for the purposes of GENPRU and
BIPRU) includes the European Central Bank unless otherwise
indicated.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) an entity that legally interposes itself
between counterparties to contracts traded within one or more
financial markets, becoming the buyer to every seller and the seller
to every buyer.

contract for differences.
collective investment undertaking.

one of the standard CIU look through method or the modified CIU
look through method.

the collective investment undertaking PRR.

(in BIPRU 7.10 (Use of a value at risk model) and in relation to a
business day) the clean profit and loss figure that would have
occurred for that business day if the portfolio on which the VaR
number for that business day is based remained unchanged, as more
fully defined in BIPRU 7.10.111R (Backtesting: Hypothetical profit
and loss).

(in BIPRU 7.10 (Use of a value at risk model) and in relation to a
business day) a firm’s actual profit or loss for that day in respect of
the trading activities within the scope of the firm's VaR model
permission, adjusted by stripping out specified items, as more fully
defined in BIPRU 7.10.100R (Backtesting: Calculating the clean
profit and loss).

(for the purposes of BIPRU 9 (Securitisation), in relation to a
securitisation (within the meaning of paragraph (2) of the definition
of securitisation) and in accordance with Part 1 of Annex IX of the
Banking Consolidation Directive (Securitisation definitions)) a
contractual option for the originator to repurchase or extinguish the
securitisation positions before all of the underlying exposures have
been repaid, when the amount of outstanding exposures falls below a
specified level.

(in GENPRU and BIPRU) describes a relationship between two or
more persons under which one or more of the following applies:

(a)  the insolvency or default of one of them is likely to be
associated with the insolvency or default of the others;

12



CNCOM

collective investment
undertaking PRR

commodity extended
maturity ladder approach

commodity maturity ladder
approach

commodity PRR

commodity simplified
approach

concentration risk group
counterparty

concentration risk capital
component

connected counterparty

connected lending of a
capital nature

(b) it would be prudent when assessing the financial condition or
creditworthiness of one to consider that of the others; or

(c) there s, or there is likely to be, a close relationship between
the financial performance of those persons.

the concentration risk capital component.

the part of the market risk capital requirement calculated in
accordance with BIPRU 7.7.5R (Calculation of the collective
investment undertaking PRR).

the method of calculating the commodity PRR in BIPRU 7.4.32R
(Extended maturity ladder approach).

the method of calculating the commodity PRR in BIPRU 7.4.25R
(Maturity ladder approach).

the part of the market risk capital requirement calculated in
accordance with BIPRU 7.4 (Commodity PRR) or, in relation to a
particular position, the portion of the overall commodity PRR
attributable to that position.

the method of calculating the commodity PRR in BIPRU 7.4.24R
(Simplified approach).

(in accordance with Article 113(2) of the Banking Consolidation
Directive (Limits on large exposures) and in relation to a person) a
parent undertaking of the person, a subsidiary undertaking of the
person or a subsidiary undertaking of the person's parent
undertaking, provided that (in each case) both the counterparty and
the person satisfy the condition in BIPRU 3.2.27R (Requirement to
be subject to the same consolidation for the purposes of applying a
zero risk weight to intra-group exposures).

the part of the credit risk capital requirement calculated in
accordance with BIPRU 10.5.20R (How to calculate the
concentration risk capital component).

(for the purpose of BIPRU 10 (Concentration risk requirements) and
in relation to a firm) has the meaning set out in B/PRU 10.3.8R
(Connected counterparties), which is in summary a person to whom
the firm has an exposure and who fulfils at least one of the
conditions set out in BIPRU 10.3.8R.

(in accordance with GENPRU 2.2.222R (Deductions from tiers one
and two: Connected lending of a capital nature)) all lending within
GENPRU 2.2.227R or GENPRU 2.2.229R and guarantees within
GENPRU 2.2.231R or GENPRU 2.2.233R.

13



consolidated capital
resources

consolidated capital
resources requirement

consolidated credit risk
requirement

consolidated fixed
overheads requirement

consolidated indirectly
issued capital

consolidated market risk
requirement

consolidated operational
risk requirement

consolidated requirement
component

(in relation to a UK consolidation group or a non-EEA sub-group
and in GENPRU and BIPRU) that group’s capital resources
calculated in accordance with BIPRU 8.6 (Consolidated capital
resources).

(in relation to a UK consolidation group or a non-EEA sub-group
and in GENPRU and BIPRU) an amount of consolidated capital
resources that that group must hold in accordance with BIPRU 8.7
(Consolidated capital resources requirement).

(in relation to a UK consolidation group or a non-EEA sub-group
and in GENPRU and BIPRU) has the meaning in BIPRU 8.7
(Consolidated capital resources requirements) which is in summary
the part of that group's consolidated capital resources requirement
relating to credit risk calculated in accordance with B/PRU 8.7.11R
(Calculation of the consolidated requirement components) and as
adjusted under BIPRU 8.7.

(in relation to a UK consolidation group or a non-EEA sub-group
and in GENPRU and BIPRU) has the meaning in BIPRU 8.7
(Consolidated capital resources requirements) which is in summary
the part of that group's consolidated capital resources requirement
relating to the fixed overheads requirement (as referred to Article 21
of the Capital Adequacy Directive and the definition of fixed
overheads requirement) calculated in accordance with BIPRU
8.7.11R (Calculation of the consolidated requirement components)
and as adjusted under BIPRU 8.7.

has the meaning in B/IPRU 8.6.12R (Indirectly issued capital and
group capital resources), which is in summary any capital

instrument issued by a member of a UK consolidation group or non-
EFEA sub-group where the conditions in BIPRU 8.6.12R are met.

(in relation to a UK consolidation group or a non-EEA sub-group
and in GENPRU and BIPRU) has the meaning in BIPRU 8.7
(Consolidated capital resources requirement) which is in summary
the part of that group's consolidated capital resources requirement
relating to market risk calculated in accordance with BIPRU 8.7.11R
(Calculation of the consolidated requirement components) and as
adjusted under BIPRU 8.7.

(in relation to a UK consolidation group or a non-EEA sub-group
and in GENPRU and BIPRU) has the meaning in B/IPRU 8.7
(Consolidated capital resources requirements) which is in summary
the part of that group's consolidated capital resources requirement
relating to operational risk calculated in accordance with BIPRU
8.7.11R (Calculation of the consolidated requirement components)
and as adjusted under BIPRU 8.7.

has the meaning in B/IPRU 8.7.11R (Calculation of the consolidated
requirement components), which in summary is one of the
following:

14



consolidation
concentration risk group
counterparty

consolidation UK
integrated group

consolidation wider
integrated group

contractual cross product
netting agreement

conversion factor

convertible

corporate

corporate exposure

core market participant

(a)  the consolidated credit risk requirement; or

(b)  the consolidated fixed overheads requirement; or
(c)  the consolidated market risk requirement; or

(d)  the consolidated operational risk requirement.

has the meaning in B/PRU 8.9.11R (UK integrated groups:
Definition of consolidation concentration risk group counterparty).

(with respect to a UK consolidation group or non-EEA sub-group)
all undertakings falling into BIPRU 8.9.9R (UK integrated groups:
Definition of consolidation UK integrated group) with respect to that
UK consolidation group or non-EEA sub-group.

(with respect to a UK consolidation group or non-EEA sub-group)
all undertakings falling into BIPRU 8.9.19R (Wider integrated
groups: Definition of wider integrated group) with respect to that
UK consolidation group or non-EEA sub-group.

(for the purpose of BIPRU 13.7 (Contractual netting)) has the
meaning set out in B/PRU 13.7.2R, which is in summary a written
bilateral agreement between a firm and a counterparty which creates
a single legal obligation covering all included bilateral master
agreements and transactions belonging to different product
categories.

(in accordance with Article 4(28) of the Banking Consolidation
Directive (Definitions)) the ratio of the currently undrawn amount of
a commitment that will be drawn and outstanding at default to the
currently undrawn amount of the commitment; the extent of the
commitment is determined by the advised limit, unless the
unadvised limit is higher.

(for the purposes of BIPRU) a security which gives the investor the
right to convert the security into a share at an agreed price or on an
agreed basis.

(in relation to the IRB approach or the standardised approach to
credit risk) a person an exposure to whom is a corporate exposure.

(1)  (inrelation to the IRB approach) an exposure falling into
BIPRU 4.3.2R(3) (IRB exposure classes).

(2)  (inrelation to the standardised approach to credit risk) an
exposure falling into BIPRU 3.2.9R(7) (Standardised
approach to credit risk exposure classes).

an entity of a type listed in BIPRU 5.4.64R (The financial collateral
comprehensive method: Conditions for applying a 0% volatility
adjustment).

15



counterparty credit risk

counterparty exposure

counterparty risk capital
component

covered bond

CRD financial instrument

CRD implementation
measure

credit default swap PRR
method

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions)) the risk that the counterparty
to a transaction could default before the final settlement of the
transaction's cash flows.

(for the purposes of BIPRU 10 (Concentration risk requirements))
has the meaning in B/PRU 10.4.19R and BIPRU 10.4.20R
(Definition of counterparty exposures).

the part of the credit risk capital requirement calculated in
accordance with BIPRU 14.2.1R (Calculation of the counterparty
risk capital component).

(1)  (in accordance with Article 22(4) of the UCITS Directive and
except for the purposes of the IRB approach or the
standardised approach to credit risk) a bond that is issued by
a credit institution which has its registered office in an EEA
State and is subject by law to special public supervision
designed to protect bondholders and in particular protection
under which sums deriving from the issue of the bond must
be invested in conformity with the law in assets which,
during the whole period of validity of the bond, are capable
of covering claims attaching to the bond and which, in the
event of failure of the issuer, would be used on a priority
basis for the reimbursement of the principal and payment of
the accrued interest.

(2)  (in accordance with point 68 of Part 1 of Annex VI of the
Banking Consolidation Directive (Exposures in the form of
covered bonds) and for the purposes of the /RB approach or
the standardised approach to credit risk) a covered bond as
defined in (1) collateralised in accordance with BIPRU
3.4.107R (Exposures in the form of covered bonds).

has the meaning set out in B/PRU 1.2.7R to BIPRU 1.2.8R (CRD
financial instruments), which is in summary any contract that gives
rise to both a financial asset of one party and a financial liability or
equity instrument of another party.

(in relation to an person, a provision of the Banking Consolidation
Directive or the Capital Adequacy Directive and an EEA State other
than the United Kingdom) a measure implementing that provision of
that Directive for that type of person in that EEA State.

the ordinary credit default swap PRR method or the securitisation
credit default swap PRR method.
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credit enhancement

credit quality assessment
scale

credit quality step

credit risk capital
component

credit risk capital
requirement

credit risk mitigation

credit valuation
adjustment

(in accordance with Article 4(43) of the Banking Consolidation
Directive (Definitions)) a contractual arrangement whereby the
credit quality of a position in a securitisation (within the meaning of
paragraph (2) of the definition of securitisation) is improved in
relation to what it would have been if the enhancement had not been
provided, including the enhancement provided by more junior
tranches in the securitisation and other types of credit protection.

the credit quality assessment scale:

(1)  onto which the credit assessments of an export credit agency
are mapped under the table in BIPRU 3.4.9R (Exposure for
which a credit assessment by an export credit agency is
recognised); or

(2)  published by the 'S4 in accordance with the Capital
Requirements Regulations 2006 which determines:

(a)  (inrelation to a eligible ECAI whose recognition is for
risk weighting purposes other than those in (2)(b))
with which of the credit quality steps set out in BIPRU
3.4 (Risk weights under the standardised approach to
credit risk) the relevant credit assessments of a
recognised ECAI are to be associated; or

(b)  (inrelation to a eligible ECAI whose recognition is for
securitisation risk-weighting purposes) with which of
the credit quality steps set out in BIPRU 9
(Securitisation) the relevant credit assessments of the
recognised ECAI are to be associated.

a credit quality step in a credit quality assessment scale as set out in
BIPRU 3.4 (Risk weights under the standardised approach to credit
risk) and BIPRU 9 (Securitisation).

the part of the credit risk capital requirement calculated in
accordance with BIPRU 3.1.5R (Calculation of the credit risk capital
component).

the part of the capital resources requirement of a BIPRU firm in
respect of credit risk, calculated in accordance with GENPRU
2.1.51R (Calculation of the credit risk capital requirement).

(in accordance with Article 4(30) of the Banking Consolidation
Directive (Definitions)) a technique used by an undertaking to
reduce the credit risk associated with an exposure or exposures
which the undertaking continues to hold.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions)) an adjustment to the mid-
market valuation of the portfolio of transactions with a counterparty;
and so that this adjustment:
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CRM eligibility conditions

CRM minimum
requirements

cross product netting

current exposure

current market value

(a)  reflects the market value of the credit risk due to any failure
to perform on contractual agreements with a counterparty;
and

(b)  may reflect the market value of the credit risk of the
counterparty or the market value of the credit risk of both the
firm and the counterparty.

(1)  (inrelation to the standardised approach to credit risk),
BIPRU 5.3.1R-BIPRU 5.3.2R, BIPRU 5.4.1R-BIPRU 5.4.8R,
BIPRU 5.5.1R, BIPRU 5.5.4R, BIPRU 5.5.8R, BIPRU 5.6.1R
and BIPRU 5.7.1R-BIPRU 5.7.4R; or

(2)  (inrelation to the IRB approach), the provisions in (1) and
BIPRU 4.4.83R, BIPRU 4.10.R-BIPRU 4.10.7R, BIPRU
4.10.9R, BIPRU 4.10.10R-BIPRU 4.10.12R, BIPRU
4.10.14R, BIPRU 4.10.16R, BIPRU 4.10.19R, and BIPRU
4.10.38R-BIPRU 4.10.39R.

(1)  inrelation to the standardised approach to credit risk);
BIPRU 5.2.9R-BIPRU 5.2.10R, BIPRU 5.3.3R, BIPRU
5.49R-BIPRU 5.4.13R, BIPRU 5.5.2R, BIPRU 5.5.5R-
BIPRU 5.5.6R, BIPRU 5.6.2R-BIPRU 5.6.3R, BIPRU
5.7.6R-BIPRU 5.7.14R; or

(2)  (inrelation to the IRB approach), the provisions in (1) and
BIPRU 4.4.85R, BIPRU 4.10.13R, BIPRU 4.10.15R, and
BIPRU 4.10.18R-BIPRU 4.10.19R.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) the inclusion of transactions of different
product categories within the same netting set pursuant to the rules
about cross-product netting set out in B/PRU 13.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) the larger of zero, or the market value of a
transaction or portfolio of transactions within a netting set with a
counterparty that would be lost upon the default of the counterparty,
assuming no recovery on the value of those transactions in
bankruptcy.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13.5 (CCR standardised method)) the net market value of the
portfolio of transactions within the netting set with the counterparty;
both positive and negative market values are used in computing
current market value.
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deal on own account

default

designated committee

designated clearing house

(for the purposes of GENPRU and BIPRU) has the meaning in
BIPRU 1.1.23R (Meaning of dealing on own account) which is in
summary the service referred to in paragraph 2 of Schedule A to the
Annex to the ISD, subject to the adjustments in BIPRU 1.1.23R(2)
and (3) (Implementation of Article 5(2) of the Capital Adequacy
Directive).

(in relation to the /RB approach) has the meaning in BIPRU 4.3
(The IRB approach: Provisions common to different exposure
classes).

(in relation to a firm) a management body of the firm with delegated
authority from the firm's governing body for approving either:

(a)  (inrelation to a firm that uses the IRB approach) all material
aspects of the firm's rating systems and material changes to
the firm's rating systems; or

(b)  (inrelation to a firm that uses the advanced measurement
approach) all material aspects of the advanced measurement
approach as carried out by the firm and material changes to
the firm's advanced measurement approach; and

(c)  apolicy statement defining the firm's overall approach to
material aspects of rating and estimation processes for all
rating systems including non-material rating systems in
relation to the IRB approach, or its overall approach to the
advanced measurement approach, as relevant;

at least one of whose members is a member of the firm's governing
body.

one of the following clearing houses:

(a)  ASX Settlement and Transfer Corporation Pty Ltd (ASTC);
(b)  Austrian Kontroll Bank (OKB);

(c)  Board of Trade Clearing Corporation;

(d)  Cassa di Compensazione e Garanzia S.p.A (CCG);

(¢)  Commodity Clearing Corporation;

3} Emerging Markets Clearing Corporation;

(g) FUTOP Clearing Centre (FUTOP Clearing Centralen A/S);
(h)  Hong Kong Futures Exchange Clearing Corporation Ltd;
(1) Hong Kong Securities Clearing Company Ltd;

)] Kansas City Board of Trade Clearing Corporation;
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dilution risk

distribution of exposures

distribution of market
values

diverse block

(k)  Norwegian Futures & Options Clearing House (Norsk
Opsjonssentral A.S. (NOS));

) N.V. Nederlandse Liquidatiekas (NLKKAS);

(m) OM Stockholm Exchange;

(n)  Options Clearing Corporation;

(o)  Options Clearing House Pty Ltd (OCH);

(p)  Sydney Futures Exchange Clearing House (SFECH Ltd); and
(q)  TNS Clearing Pty Ltd (TNSC).

(in accordance with Article 4(24) of the Banking Consolidation
Directive (Definitions)) the risk that an amount receivable is reduced
through cash or non-cash credits to the obligor.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) the forecast of the probability distribution
of market values that is generated by setting forecast instances of
negative net market values equal to zero.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) the forecast of the probability distribution
of net market values of transactions within a netting set for some
future date (the forecasting horizon), given the realised market value
of those transactions up to the present time.

(for the purposes of BIPRU 8 (Group risk — consolidation) and
BIPRU 10 (Concentration risk requirements)):

(a)  (inrelation to a firm with a wider integrated group
permission that applies on a solo basis) has the meaning in
BIPRU 10.9.6R (Definition of diverse block) which is in
summary all undertakings in the wider integrated group
designated as a single diverse block by the applicable wider
integrated group permission;
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early amortisation
provision

ECAI
EE

EFEA parent financial
holding company

EEA parent institution

effective EE
effective EPE

effective expected exposure

(b)  (inrelation to a firm with a wider integrated group
permission that applies on a consolidated basis) has the
meaning in BIPRU 8.9.22R (Wider integrated groups:
Definition of diverse block) which is in summary a group of
exposures that satisfy specified eligibility conditions and that
are to undertakings that are designated by the wider
integrated group permission as being associated with the
same diverse block.

(in accordance with Article 100 of the Banking Consolidation
Directive (Securitisation of revolving exposures) and in relation to a
securitisation within the meaning of paragraph (2) of the definition
of securitisation) a contractual clause which requires, on the
occurrence of defined events, investors’ positions to be redeemed
prior to the originally stated maturity of the securities issued.

an external credit assessment institution.
expected exposure.

(in accordance with Article 4(17) of the Banking Consolidation
Directive (Definitions) and Article 3 of the Capital Adequacy
Directive (Definitions)) a parent financial holding company in a
Member State which is not a subsidiary undertaking of an institution
authorised in any EEA State or of another financial holding company
set up in any EEA State.

(in accordance with Article 4(16) of the Banking Consolidation
Directive and Article 2 of the Capital Adequacy Directive
(Definitions)) a parent institution in a Member State which is not a
subsidiary undertaking of another institution authorised in any EEA
State, or of a financial holding company set up in any EEA State.

effective expected exposure.
effective expected positive exposure.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions) and as at a specific date) the maximum
expected exposure that occurs at that date or any prior date;
alternatively, it may be defined for a specific date as the greater of
the expected exposure at that date, or the effective exposure at the
previous date.
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effective expected positive
exposure

effective maturity

EL

eligible ECAI

eligible partnership capital

EPE

equity

equity exposure

equity PRR

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions)) the weighted average over
time of effective expected exposure over the first year, or, if all the
contracts within the netting set mature before one year, over the time
period of the longest maturity contract in the netting set, where the
weights are the proportion that an individual expected exposure
represents of the entire time interval.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions), for the purpose of the CCR
internal model method and with respect to a netting set with maturity
greater than one year) the ratio of the sum of expected exposure over
the life of the transactions in the netting set discounted at the risk-
free rate of return divided by the sum of expected exposure over one
year in a netting set discounted at the risk-free rate; this effective
maturity may be adjusted to reflect rollover risk by replacing
expected exposure with effective expected exposure for forecasting
horizons under one year.

expected loss.
an ECAL:

(a)  (for exposure risk weighting purposes other than those in (b))
recognised by the F'SA4 under regulation 22 of the Capital
Requirements Regulations 2006 (Recognition for exposure
risk-weighting purposes); or

(b)  (for securitisation risk weighting purposes) recognised by the
FS4 under regulation 23 of the Capital Requirements
Regulations 2006 (Recognition for securitisation risk-
weighting purposes).

(in relation to a BIPRU firm) has the meaning in GENPRU 2.2.93R.
expected positive exposure.
(for the purposes of BIPRU 7) a share.

(in relation to the /IRB approach) an exposure falling into the /RB
exposure class referred to in BIPRU 4.3.2R(5) (equity exposures).

the part of the market risk capital requirement calculated in
accordance with BIPRU 7.3 (Equity PRR and basic interest rate PRR
for equity derivatives) but so that:

(a)  the equity PRR excludes the part of the market risk capital
requirement calculated under BIPRU 7.3.45R (Basic interest
rate PRR for equity derivatives); and

(b)  inrelation to a particular position, it means the portion of the
overall equity PRR attributable to that position.
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excess spread

excess trading book
position

exempt BIPRU
commodities firm

expected exposure

expected loss

expected positive exposure

facility grade

financial collateral
comprehensive method

(for the purposes of BIPRU 9 (Securitisation), in relation to a
securitisation (within the meaning of paragraph (2) of the definition
of securitisation) and in accordance with Part 1 of Annex IX of the
Banking Consolidation Directive (Securitisation definitions))
finance charge collections and other fee income received in respect
of the securitised exposures net of costs and expenses.

has the meaning in GENPRU 2.2.264R (Deductions from total
capital: Excess trading book position).

a BIPRU firm to which the exemption in BIPRU TP 15.6R
(Exemption for a BIPRU firm whose main business relates to
commodities) applies.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) the average of the distribution of exposures
at any particular future date before the longest maturity transaction
in the netting set matures.

(in accordance with Article 4(29) of the Banking Consolidation
Directive (Definitions) and for the purposes of the /IRB approach
and the standardised approach to credit risk) the ratio of the amount
expected to be lost on an exposure from a potential default of a
counterparty or dilution over a one year period to the amount
outstanding at default.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) the weighted average over time of expected
exposures where the weights are the proportion that an individual
expected exposure represents of the entire time interval; when
calculating the minimum capital requirement, the average is taken
over the first year or, if all the contracts within the netting set mature
before one year, over the time period of the longest-maturity
contract in the netting set.

(in relation to the advanced IRB approach and the sovereign,
institutional and corporate IRB exposure class and in accordance
with BIPRU 4.4.49R) a risk category within a rating system’s
facility scale to which exposures are assigned on the basis of a
specified and distinct set of rating criteria from which own estimates
of LGDs are derived.

the method for calculating the effects of credit risk mitigation

described in those parts of BIPRU 5.4 (Financial collateral) that are
expressed to apply to that method.
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financial collateral simple
method

financial derivative
instrument

fixed overheads

requirement

foreign currency PRR

forward

forward rate agreement

foundation IRB approach

FRA

free delivery

the method for calculating the effects of credit risk mitigation
described in those parts of BIPRU 5.4 (Financial collateral) that are
expressed to apply to that method.

has the meaning in BIPRU 13.3.3R (Definition of a financial
derivative instrument); the definition is adjusted for the purposes of

the definition of counterparty risk capital component in accordance
with BIPRU 14.2.3R (Credit derivatives).

the part of the capital resources requirement calculated in
accordance with GENPRU 2.1.53R (Calculation of the fixed
overheads requirement).

the part of the market risk capital requirement calculated in
accordance with BIPRU 7.5 (Foreign currency PRR) or, in relation
to a particular position, the portion of the overall foreign currency
PRR attributable to that position.

a contract to buy or sell where the date for settlement has been
agreed as a particular date in the future but excluding a future.

an agreement under which one party agrees to pay another an
amount of interest based on an agreed interest rate for a specified
period from a specified settlement date applied to an agreed
principal amount but under which no commitment is made by either
party to lend or borrow the principal amount.

one of the following:

(a)  (inrelation to the sovereign, institutional and corporate IRB
exposure class) the approach under the IRB approach,
described in BIPRU 4.4 (The IRB approach: Exposures to
corporates, institutions and sovereigns) under which a firm
uses the values for LGD and conversion factors set out in
BIPRU 4.4 rather than supplying its own estimates;

(b)  (where the approach in (a) is being applied on a consolidated
basis) the method in (a) as applied on a consolidated basis in
accordance with BIPRU 8 (Group risk - consolidation); or

(c)  when the reference is to the rules of or administered by a
regulatory body other than the 'S4, whatever corresponds to
the approach in (a) or (b), as the case may be, under those
rules.

forward rate agreement.

a transaction of the type set out in BIPRU 14.4.2R (Requirement to
hold capital resources with respect to free deliveries) which, in
summary, is a transaction under which a person:
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(a)  has paid for securities, foreign currencies or commodities
before receiving them or it has delivered securities, foreign
currencies or commodities before receiving payment for
them; and

(b)  in the case of cross-border transactions, one day or more has
elapsed since it made that payment or delivery.

full scope BIPRU has the meaning in B/PRU 1.1.17R (Types of BIPRU investment
investment firm firm) which is in summary a CAD full scope firm that satisfies the
following conditions:

(a)  itisafirm; and

(b) its head office is in the United Kingdom and it is not
otherwise excluded from the definition of BIPRU firm under
BIPRU 1.1.7R (Exclusion of certain types of firm from the
definition of BIPRU firm).

funded credit protection (in accordance with Article 4(31) of the Banking Consolidation
Directive (Definitions)) a technique of credit risk mitigation where
the reduction of the credit risk on the exposure of an undertaking
derives from the right of the undertaking, in the event of the default
of the counterparty or on the occurrence of other specified credit
events relating to the counterparty, to liquidate, or to obtain transfer
or appropriation of, or to retain certain assets or amounts, or to
reduce the amount of the exposure to, or to replace it with, the
amount of the difference between the amount of the exposure and
the amount of a claim on the undertaking.

general market risk (in accordance with paragraph 12 of Annex I of the Capital
Adequacy Directive ) the risk of a price change in an investment:

(a)  (inrelation to items that may or must be treated under B/IPRU
7.2 (Interest Rate PRR)) owing to a change in the level of
interest rates; or

(b)  (in relation to items that may or must be treated under BIPRU
7.3 (Equity PRR and basic interest rate PRR for equity
derivatives) except insofar as BIPRU 7.3 relates to the
calculation of the interest rate PRR) owing to a broad equity-
market movement unrelated to any specific attributes of
individual securities.

general market risk PRA a PRA with respect to general market risk.

general stress and GENPRU 1.2.42R (Stress and scenario tests).
scenario testing rule
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general wrong-way risk

GENPRU

group of connected clients

hedging set

higher stage of capital

ICAAP

ICAAP rules

ICG

illiquid asset

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) the risk that arises when the probability of
default of counterparties is positively correlated with general market
risk factors.

the General Prudential sourcebook.

(in accordance with Article 4(45) of the Banking Consolidation
Directive (Definitions)) one of the following:

(a)  two or more persons who, unless it is shown otherwise,
constitute a single risk because one of them is the parent
undertaking, direct or indirect, of the other or others; or

(b)  two or more persons between whom there is no relationship
as set out in (a) but who are to be regarded as constituting a
single risk because they are so interconnected that, if one of
them were to experience financial problems, the other or all
of the others would be likely to encounter repayment
difficulties.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) a group of risk positions from the
transactions within a single netting set for which only their balance
is relevant for determining the exposure value under the CCR
standardised method.

(with respect to a particular item of capital in the capital resources
table) a stage in the capital resources table above that in which that
item of capital appears.

the internal capital adequacy assessment process.

the rules in GENPRU 1.2.30R to GENPRU 1.2.39R (Systems,
strategies, processes and reviews), GENPRU 1.2.42R (Main
Requirements: Stress and scenario tests) and GENPRU 1.2.60R to
GENPRU 1.2.61R (Documentation of risk assessments) as they
apply on a solo level and on a consolidated level.

individual capital guidance.

has the meaning in GENPRU 2.2.260R (Deductions from total
capital: Illiquid assets).
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incremental default risk
charge

individual counterparty
CNCOM

individual CNCOM

initial commitment

institution

internal capital adequacy
assessment process

international organisation

interest rate duration
method

interest rate maturity
method

interest rate PRR

interest rate simplified
maturity method

in the money percentage

(in BIPRU 7.10 (Use of a value at risk model)) has the meaning in
BIPRU 7.10.116R (Capital calculations for VaR models), which is in
summary, in relation to a business day, the incremental default risk
charge required under the provisions in BIPRU 7.10 about specific
risk, in respect of the previous business day’s close-of-business
positions with respect to which those provisions apply.

has the meaning in B/PRU 10.5.20R (How to calculate the
concentration risk capital component), which is in summary the sum
of a firm's individual CNCOMs with respect to a counterparty or
group of connected clients or to its connected counterparties.

the amount calculated with respect to an individual exposure under
BIPRU 10.5.20R (How to calculated the concentration risk capital
component).

(for the purposes of BIPRU and in relation to underwriting) the date
specified in BIPRU 7.8.13R (Time of initial commitment).

(in accordance with Article 3(1)(c) of the Capital Adequacy
Directive and Article 4(6) of the Banking Consolidation Directive
(Definitions) and for the purposes of GENPRU and BIPRU) a credit
institution or a CAD investment firm, whether or not it is
incorporated in, or has its head office in, an EEA State.

a firm’s assessment of the adequacy of its capital and financial
resources, as required by the ICAAP rules.

(for the purposes of GENPRU and BIPRU) an organisation referred
to in BIPRU 3.4.30R (Exposures to international organisations).

the method of calculating the part of the interest rate PRR that
relates to general market risk set out in BIPRU 7.2.63R (General
market risk calculation: Duration method).

the method of calculating the part of the interest rate PRR that
relates to general market risk set out in BIPRU 7.2.59R (General
market risk calculation: The maturity method).

the part of the market risk capital requirement calculated in
accordance with BIPRU 7.2 (Interest rate PRR) or BIPRU 7.3.45R
(Basic interest rate PRR for equity derivatives) or, in relation to a
particular position, the portion of the overall interest rate PRR
attributable to that position.

the method of calculating the part of the interest rate PRR that
relates to general market risk set out in BIPRU 7.2.56R (General
market risk calculation: Simplified maturity method).

(for the purposes of BIPRU 7 (Market risk) and in relation to an
option or warrant) the percentage calculated under BIPRU 7.6.6R
(The in the money percentage).
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investment firm
consolidation waiver

IRB approach

IRB exposure class

IRB permission

issuer exposure

Kirp

large exposure

lending firm

LGD

a waiver (described in BIPRU 8.4 (CAD Article 22 groups and
investment firm consolidation waiver)) that disapplies certain
requirements so far as they apply on a consolidated basis with
respect to a CAD Article 22 group.

one of the following:

(a)  the adjusted method of calculating the credit risk capital
component set out in BIPRU 4 (IRB approach) and B/IPRU
9.12 (Calculation of risk weighted exposure amounts under
the internal ratings based approach), including that approach
as applied under BIPRU 14 (Capital requirements for
settlement and counterparty risk);

(b)  (where the approach in (a) is being applied on a consolidated
basis) the method in (a) as applied on a consolidated basis in
accordance with BIPRU 8 (Group risk - consolidation); or

(c)  when the reference is to the rules of or administered by a
regulatory body other than the F'S4, whatever corresponds to
the approach in (a) or (b), as the case may be, under those
rules.

(in relation to the /IRB approach) one of the classes of exposure set
out in BIPRU 4.3.2R (exposure classes).

an Article 129 implementing measure, a requirement or a waiver that
requires a BIPRU firm or an institution to use the IRB approach.

(for the purposes of BIPRU 10 (Concentration risk requirements))
has the meaning in B/PRU 10.4.5R (Definition of issuer exposures).

(for the purposes of BIPRU 9 (Securitisation), in relation to a
securitisation (within the meaning of paragraph (2) of the definition
of securitisation) and in accordance with Part 1 of Annex IX of the
Banking Consolidation Directive (Securitisation definitions)) 8% of
the risk weighted exposure amounts that would be calculated under
the IRB approach in respect of the securitised exposures, had they
not been securitised, plus the amount of expected losses associated
with those exposures calculated under the IRB approach.

has the meaning set out in B/PRU 10.5.1R, which in summary is the
total exposure of a firm to a counterparty, connected counterparties
or a group of connected clients, whether in the firm's non-trading
book or trading book or both, which in aggregate equals or exceeds
10% of the firm's capital resources.

(in accordance with Article 90 of the Banking Consolidation
Directive (Credit risk mitigation) and for the purposes of rules about
credit risk mitigation) a firm that has an exposure, whether or not
deriving from a loan.

loss given default.
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limited activity firm

limited licence firm

liquidity facility

long settlement transaction

loss

loss given default

lower stage of capital

lower tier three capital

lower tier three capital
resources

main BIPRU firm Pillar 1
rules

has the meaning set out BIPRU 1.1.11R (Types of investment firm:
Limited activity firms).

has the meaning set out BIPRU 1.1.12R (Types of investment firm:
Limited licence firms).

(for the purposes of BIPRU 9 (Securitisation), in relation to a
securitisation (within the meaning of paragraph (2) of the definition
of securitisation) and in accordance with Part 1 of Annex IX of the
Banking Consolidation Directive (Securitisation definitions)) the
securitisation position arising from a contractual agreement to
provide funding to ensure timeliness of cash-flows to investors.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions)) a transaction where a
counterparty undertakes to deliver a security, a commodity, or a
foreign currency amount against cash, other CRD financial
instruments, or commodities, Or vice versa, at a settlement or
delivery date that is contractually specified as more than the lower of
the market standard for this particular transaction and five business
days after the date on which the person enters into the transaction.

(in accordance with Article 4(26) of the Banking Consolidation
Directive (Definitions) and for the purposes of the /IRB approach,
the standardised approach to credit risk and BIPRU 5 (Credit risk
mitigation)) economic loss, including material discount effects, and
material direct and indirect costs associated with collecting on the
instrument.

(in accordance with Article 4(27) of the Banking Consolidation
Directive (Definitions) and in relation to the /RB approach) the ratio
of the loss on an exposure due to the default of a counterparty to the
amount outstanding at default.

(with respect to a particular item of capital in the capital resources
table) a stage in the capital resources table below that in which that
item of capital appears.

an item of capital that is specified in stage P of the capital resources
table (Lower tier three).

the sum calculated at stage P of the capital resources table (Lower
tier three).

GENPRU 2.1.40R (Variable capital requirement for BIPRU firms),
GENPRU 2.1.41R (Base capital resources requirement tfor BIPRU
firms), GENPRU 2.1.48R (Table: Base capital resources
requirement for a BIPRU firm) and, where applicable, GENPRU
2.1.60R (Calculation of base capital resources requirement for banks
authorised before 1993).
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margin agreement

margin lending transaction

margin period of risk

margin threshold

market risk capital
requirement

master netting agreement
internal models approach

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) a contractual agreement or provisions to an
agreement under which one counterparty must supply collateral to a
second counterparty when an exposure of that second counterparty
to the first counterparty exceeds a specified level.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) transactions in which a person extends
credit in connection with the purchase, sale, carrying or trading of
securities; the definition does not include other loans that happen to
be secured by securities collateral.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) the time period from the last exchange of
collateral covering a netting set of transactions with a defaulting
counterpart until that counterpart is closed out and the resulting
market risk is re-hedged.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) the largest amount of an exposure that
remains outstanding until one party has the right to call for
collateral.

the part of the capital resources requirement of a BIPRU firm in
respect of market risk, calculated in accordance with GENPRU
2.1.52R (Calculation of the market risk capital requirement).

one of the following:

(a)  the method of calculating the effect of credit risk mitigation
described in BIPRU 5.6.16R to BIPRU 5.6.28G;

(b)  (where the approach in (a) is being applied on a consolidated
basis) the method in (a) as applied on a consolidated basis in
accordance with BIPRU 8 (Group risk - consolidation); or

(c)  when the reference is to the rules of or administered by a
regulatory body other than the F'S4, whatever corresponds to
the approach in (a) or (b), as the case may be, under those
rules.
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master netting agreement  a requirement or a waiver that requires a firm to use the master
internal models approach  netting agreement internal models approach on a solo basis or, if the

permission context requires, a consolidated basis.
matched principal the conditions set out in BIPRU 1.1.23R(2) (Meaning of dealing on
exemption conditions own account).

material insurance holding has the meaning in GENPRU 2.2.212R (Material holdings).

minimum IRB standards (in relation to the /RB approach) BIPRU 4.3.9R, BIPRU 4.3.11R-
BIPRU 4.3.29R, BIPRU 4.3.33R-BIPRU 4.3.40R, BIPRU 4.3.43R-
BIPRU 4.3.44R, BIPRU 4.3.46R-BIPRU 4.3.48R, BIPRU 4.3.50R-
BIPRU 4.3.51R, BIPRU 4.3.54R, BIPRU 4.3.56R-BIPRU 4.3.57R,
BIPRU 4.3.63R, BIPRU 4.3.70R-BIPRU 4.3.71R, BIPRU 4.3.73R-
BIPRU 4.3.74R, BIPRU 4.3.83R-BIPRU 4.3.85R, BIPRU 4.3.88R,
BIPRU 4.3.90R-BIPRU 4.3.92R, BIPRU 4.3.94R, BIPRU 4.3.99R,
BIPRU 4.3.103R, BIPRU 4.3.116R-BIPRU 4.3.123R, BIPRU
4.3.125R-BIPRU 4.3.131R, BIPRU 4.4.6R-BIPRU 4.4.9R, BIPRU
4.4.11R-BIPRU 4.4.13R, BIPRU 4.4.15R-BIPRU 4.4.18R, BIPRU
4.4.21R-BIPRU 4.4.22R, BIPRU 4.4.24R-BIPRU 4.4.25R, BIPRU
4.4.27R-BIPRU 4.4.28R, BIPRU 4.4.30R-BIPRU 4.4.31R, BIPRU
4.4.48R-BIPRU 4.4.51R, BIPRU 4.4.53R, BIPRU 4.4.54R, BIPRU
4.5.5R, BIPRU 4.6.6R-BIPRU 4.6.9R, BIPRU 4.6.11R-BIPRU
4.6.12R, BIPRU 4.6.14R, BIPRU 4.6.18R, BIPRU 4.6.20R-BIPRU
4.6.21R, BIPRU 4.6.24R-BIPRU 4.6.34R, BIPRU 4.6.37R-BIPRU
4.6.39R, BIPRU 4.7.19R, BIPRU 4.7.27R-BIPRU 4.7.35R, BIPRU
4.8.5R-BIPRU 4.8.9R, BIPRU 4.8.11R-BIPRU 4.8.15R, BIPRU
4.10.40R-BIPRU 4.10.48R.

minimum multiplication (in BIPRU 7.10 (Use of a value at risk model)) has the meaning in

factor BIPRU 7.10.119R (Capital calculations: Multiplication factors),
which is in summary the number three or any higher amount the
VaR model permission defines it as.

MIPRU the Prudential sourcebook for Mortgage and Home Finance Firms,
and Insurance Intermediaries

model PRR the part of the market risk capital requirement calculated under a
VaR model permission as more fully defined in BIPRU 7.10 (Use of
a Value at Risk Model).

modified CIU look through the method for calculating PRR for a CIU set out in BIPRU 7.7.4R,

method BIPRU 7.7.7R to BIPRU 7.7.8R and BIPRU 7.7.11R to BIPRU
7.7.12R

multiplication factor (in BIPRU 7.10 (Use of a value at risk model)) a multiplication

factor applied to a VaR measure for the purpose of calculating the
model PRR made up of the minimum multiplication factor as
increased by the plus factor, all as more fully defined in BIPRU
7.10.118R (Capital calculations: Multiplication factors).
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netting set

net underwriting exposure

net underwriting position

nominated ECAI

non credit-obligation asset

non-EAA sub-group

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) a group of transactions with a single
counterparty that are subject to a legally enforceable bilateral netting
arrangement and for which netting is recognised under B/IPRU 13.7
(Contractual netting), BIPRU 5 (Credit risk mitigation) and, if
applicable, BIPRU 4.10 (The IRB approach: Credit risk mitigation);
each transaction that is not subject to a legally enforceable bilateral
netting arrangement, which is recognised under BIPRU 13.7 must be
interpreted as its own netting set for the purpose of BIPRU 13.

has the meaning in B/IPRU 7.8.34R (Large exposure risk from
underwriting securities: Calculating the net underwriting exposure)
which is in summary the amount calculated by applying the
reduction factors in the table in BIPRU 7.8.35R to the net
underwriting position.

the net underwriting position calculated under B/IPRU 7.8.17R
(Calculating the net underwriting position).

(a)  (in the case of an eligible ECAI within paragraph (a) of the
definition of that term (Recognition for exposure risk-
weighting purposes)) an eligible ECAI nominated by a firm in
accordance with BIPRU 3.6 (Use of rating agencies' credit
assessments for the determination of risk weights under the
standardised approach to credit risk) for the purpose of
calculating its risk-weighted exposure amounts under the
standardised approach to credit risk except under (b);

(b)  (in the case of an eligible ECAI within paragraph (b) of the
definition of that term (Recognition securitisation risk-
weighting purposes)) an eligible ECAI nominated by a firm in
accordance with BIPRU 9.8 (Use of ECALI credit assessments
for the determination of applicable risk weights) for the
purpose of calculating its securitisation risk-weighted
exposure amounts.

(in relation to the /IRB approach) an exposure in the form of a non
credit-obligation asset or falling under BIPRU 4.9.5R (Non credit-
obligation assets).

a group of undertakings identified as a non-EEA sub-group in
BIPRU 8.3.1R (Main consolidation rule for non-EEA sub-groups);
however where the provision in question refers to a non-EAA sub-
group in another EEA State it means a group of undertakings
identified in Article 73(2) of the Banking Consolidation Directive
(Non-EAA sub-groups) required to be supervised on a consolidated
basis under Article 73(2) of the Banking Consolidation Directive by
a competent authority in that EEA State.
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non-trading book

obligor grade

one-day VaR measure

one-sided credit valuation
adjustment

open currency position

operational risk

operational risk capital

requirement

option hedging method

option PRR

option standard method

ordinary credit default
swap PRR method

originator

positions, exposures, assets and liabilities that are not in the trading
book.

(in relation to the IRB approach and the sovereign, institutional and
corporate IRB exposure class and in accordance with BIPRU

4.4 8R) a risk category within a rating system’s obligor rating scale,
to which obligors are assigned on the basis of a specified and
distinct set of rating criteria, from which estimates of PD are
derived.

(in BIPRU 7.10 (Use of a value at risk model)) has the meaning in
BIPRU 7.10.98R (Backtesting: One day VaR measure), which is in
summary and in relation to a particular business day, the VaR
number for that business day calibrated to a one business day
holding period and a 99% one-tailed confidence level.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions)) a credit valuation adjustment
that reflects the market value of the credit risk of the counterparty to
a firm, but does not reflect the market value of the credit risk of the
firm to the counterparty.

the amount calculated under BIPRU 7.5.19R (Open currency
position) as part of the calculation of the foreign currency PRR.

(in accordance with Article 4(22) of the Banking Consolidation
Directive) the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events, including
legal risk.

the part of the capital resources requirement of a BIPRU firm falling
within BIPRU 6.1.1R in respect of operational risk, calculated in
accordance with BIPRU 6.2.

the method of calculating the option PRR in BIPRU 7.6.24R (The
hedging method).

the part of the market risk capital requirement calculated in
accordance with BIPRU 7.6 (Option PRR) or, in relation to a
particular position, the portion of the overall option PRR attributable
to that position.

the method of calculating the option PRR in BIPRU 7.6.20R to
BIPRU 7.6.22R (The standard method).

the method for calculating the specific risk portion of the interest
rate PRR for credit default swaps that are not securitisation
positions set out in BIPRU 7.11.24R to BIPRU 7.11.37R.

(in accordance with Article 4(41) of the Banking Consolidation
Directive (Definitions) and in relation to a securitisation within the
meaning of paragraph (2) of the definition of securitisation) either of
the following:
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ORCR

out of the money

overall financial adequacy
rule

overall Pillar 2 rule

own estimates of volatility
adjustments approach

parent financial holding
company in a Member
State

parent institution in a
Member State

payment leg

PD/LGD approach

(a)  an entity which, either itself or through related entities,
directly or indirectly, was involved in the original agreement
which created the obligations or potential obligations of the
debtor or potential debtor giving rise to the exposures being
securitised; or

(b)  an entity which purchases a third party’s exposures onto its
balance sheet and then securitises them.

the operational risk capital requirement.

(for the purposes of BIPRU 7 (Market risk) and in relation to an
option or warrant) that option or warrant being neither at the money
nor in the money.

GENPRU 1.2.26R (Requirement for certain firms to have adequate
financial resources).

GENPRU 1.2.30R (Systems, strategies, processes and reviews for
certain firms).

the approach to calculating volatility adjustments under the financial
collateral comprehensive method under which the firm uses its own
estimates of such adjustments, as more fully described in BIPRU 5.4
(Financial collateral) and including that approach as applied to
master netting agreements as described in BIPRU 5.6 (Master
netting agreements).

(in accordance with Article 4(15) of the Banking Consolidation
Directive (Definitions) and Article 3 of the Capital Adequacy
Directive (Definitions)) a financial holding company which is not
itself a subsidiary undertaking of an institution authorised in the
same EEA State, or of a financial holding company set up in the
same EEA State.

(in accordance with Article 4(14) of the Banking Consolidation
Directive and Atrticle 2 of the Capital Adequacy Directive
(Definitions)) an institution which has an institution or a financial
institution as a subsidiary undertaking or which holds a
participation in such an institution, and which is not itself a
subsidiary undertaking of another institution authorised in the same
EEA State, or of a financial holding company set up in the same
EEA State.

(for the purposes of the CCR standardised method and as more fully
defined in BIPRU 13.5.2R (Derivation of risk position: payment
legs) the contractually agreed gross payments under a financial
derivative instrument, including the notional amount of the
transaction.

the method for treating equity exposures under the IRB approach set
out in BIPRU 4.7.14R-BIPRU 4.7.22R.
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peak exposure

permanent interest bearing
shares

physical commodities

PIBS

plus factor

position

position risk requirement

PRA

probability of default

protection buyer

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) a high percentile of the distribution of
exposures at any particular future date before the maturity date of
the longest transaction in the netting set.

any shares of a class defined as deferred shares for the purposes of
section 119 of the Building Societies Act 1986 which are issued as
permanent interest-bearing shares and on terms which qualify them
as own funds for the purposes of the Banking Consolidation
Directive.

a physical holding of a commodity, or documents evidencing title to
a commodity.

permanent interest-bearing shares.

(in BIPRU 7.10 (Use of a value at risk model)) an increase to the
minimum multiplication factor based on backtesting exceptions as
more fully defined in BIPRU 7.10.124R (Capital calculations:
Multiplication factors).

(in accordance BIPRU 1.2.4 (Definition of the trading book:
Positions)) includes proprietary positions and positions arising from
client servicing and market making.

a capital requirement applied to a position treated under BIPRU 7
(Market risk) as part of the calculation of the market risk capital
requirement or, if the relevant provision of the Handbook
distinguishes between general market risk and specific risk, the
portion of that capital requirement with respect to whichever of
general market risk or specific risk is specified by that provision.

a percentage applied to a position as part of the process of
calculating the PRR in relation to that position as set out in the tables
in BIPRU 7.2.44R (Specific risk PRAs), BIPRU 7.2.57R (General
market risk PRAs), BIPRU 7.3.30R (Simplified equity method
PRAs), BIPRU 7.3.34R (PRAs for specific risk under the standard
equity method) and BIPRU 7.6.8R (The appropriate PRA) and also
as set out in BIPRU 7.2.46R to BIPRU 7.2 47R.

(in accordance with Article 4(25) of the Banking Consolidation
Directive (Definitions)) the probability of default of a counterparty
over a one year period; for the purposes of the IRB approach, default
has the meaning in the definition of default.

(in relation to a credit derivative and in accordance with paragraph 8
of Annex I of the Capital Adequacy Directive (Calculating capital
requirements for position risk)) the person who transfers credit risk.
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protection seller

PRR

PRR charge

PRR item

PRR identical product
netting rules

PSE

public sector entity

(in relation to a credit derivative and in accordance with paragraph 8
of Annex I of the Capital Adequacy Directive (Calculating capital
requirements for position risk)) the person who assumes the credit
risk.

position risk requirement.

one of the following:

(a)  the interest rate PRR;

(b)  the equity PRR;

(c)  the commodity PRR;

(d)  the foreign currency PRR;

(e)  the option PRR;

® the collective investment undertaking PRR; and
(g)  (if the context requires) the model PRR.

a commodity or a CRD financial instrument.

the following:

(a)  BIPRU 7.2.37R (Deriving the net position in each debt
security: Netting positions in the same debt security);

(b)  BIPRU 7.2.40R (Deriving the net position in each debt
security: Netting zero-specific-risk securities with different
maturities);

(c)  BIPRU 7.3.23R (Deriving the net position in each equity);

(d)  BIPRU7.4.20R and BIPRU 7.4.22R (Calculating the PRR for
each commodity: General);

(e)  BIPRU 7.5.19R(1) (Open currency position); and

€3} the obligation under BIPRU 7.5.20R (Net gold position) to
calculate a separate foreign exchange PRR charge for gold).

a public sector entity.

(in accordance with Article 4(18) of the Banking Consolidation
Directive (Definitions)) any of the following:

(a)  non-commercial administrative bodies responsible to central
governments, regional governments or local authorities; or

(b)  authorities that exercise the same responsibilities as regional
and local authorities; or
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qualifying equity

qualifying equity index

qualifying holding

qualifying revolving retail
exposure

rated position

ratings based method

rating system

reciprocal cross-holding

recognised third country
credit institution

(c)  non commercial undertakings owned by central governments
that have explicit guarantee arrangements; or

(d)  self administered bodies governed by law that are under
public supervision.

a share that satisfies the conditions in BIPRU 7.3.35R (Definition of
a qualifying equity).

an equity index falling into in BIPRU 7.3.38R (Definition of a
qualifying equity index).

has the meaning in GENPRU 2.2.203R (Qualifying holdings), which
is in summary a direct or indirect holding of a bank or building
society in a non-financial undertaking which represents 10% or more
of the capital or of the voting rights or which makes it possible to
exercise a significant influence over the management of that
undertaking.

(in relation to the /RB approach) retail exposures falling into BIPRU
4.6.44R(2) (Qualifying revolving retail exposures).

(for the purposes of BIPRU 9 (Securitisation), in accordance with
Part 1 of Annex IX of the Banking Consolidation Directive
(Securitisation definitions) and in relation to a securitisation
position) describes a securitisation position which has an eligible
credit assessment by an eligible ECAI

(for the purposes of BIPRU 9 (Securitisation) and in accordance
with Part 1 of Annex IX of the Banking Consolidation Directive
(Securitisation definitions)) the method of calculating risk weighted
exposure amounts for securitisation positions set out in BIPRU

9.12.10R-BIPRU 9.12.19R and BIPRU 9.14.2R.

(in relation to the /RB approach and in accordance with BIPRU
4.3.25R) comprises all of the methods, processes, controls, data
collection and IT systems that support the assessment of credit risk,
the assignment of exposures to grades or pools (rating), and the
quantification of default and loss estimates for a certain type of
exposure.

has the meaning in GENPRU 2.2.219R (Deductions from tiers one
and two: Reciprocal cross holdings) which is in summary a holding
of a firm of shares, any other interest in the capital, and subordinated
debt, whether in the trading book or non-trading book, in:

(a)  acredit institution; or
(b)  afinancial institution;
that satisfies the conditions in GENPRU 2.2.219R.

a full BCD credit institution that satisfies the following conditions:
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reduced net underwriting
position

regulatory high risk
category

repurchase agreement

repurchase transaction

resecuritisation

residual block

(a)  its head office is outside the EEA;

(b) itis authorised by a third country competent authority in the
state or territory in which the credit institution's head office is
located;

(c)  that third country competent authority is named in Part 1 of
BIPRU 8 Annex 6R (Non —EEA banking regulators'
requirements deemed CRD -equivalent for individual risks);
and

(d)  there is a tick against that third country competent authority
in each of the columns headed "Market risk", "Credit risk"
and "Operational Risk" in the table referred to in (c).

the net underwriting position as adjusted under BIPRU 7.8.27R
(Calculating the reduced net underwriting position).

(for the purposes of the standardised approach to credit risk) an
item that falls into BIPRU 3.4.104R (Items belonging to regulatory
high risk categories under the standardised approach to credit risk).

see repurchase transaction.

(in accordance with Article 3(1)(m) of the Capital Adequacy
Directive and Article 4(33) of the Banking Consolidation Directive
(Definitions)) any agreement in which an undertaking or its
counterparty transfers securities or commodities or guaranteed rights
relating to title to securities or commodities where that guarantee is
issued by a designated investment exchange or recognised
investment exchange which holds the rights to the securities or
commodities and the agreement does not allow an undertaking to
transfer or pledge a particular security or commodity to more than
one counterparty at one time, subject to a commitment to repurchase
them or substituted securities or commodities of the same description
at a specified price on a future date specified, or to be specified, by
the transferor, being a repurchase agreement for the undertaking
selling the securities or commodities and a reverse repurchase
agreement for the undertaking buying them.

(in accordance with point 49 of Part 4 of Annex IX of the Banking
Consolidation Directive (Ratings based method)) securitisation of
securitisation exposures (securitisation having the meaning in
paragraph (2) of the definition of securitisation for these purposes).

(1)  (for the purposes of BIPRU 10 (Concentration risk
requirements)):
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retail exposure

retail SME

retail SME exposure

reverse repurchase
agreement

revolving exposure

(a)  (subject to (b)) has the meaning in B/PRU 10.8.12R
(Definition of residual block) which is in summary, in
relation to a firm and its UK integrated group, a
concentration risk group counterparty of the firm
which is not a member of the firm's UK integrated

group,

(b)  (if a firm has a wider integrated group permission) has
the meaning in BIPRU 10.9.7R (Definition of residual
block) which is in summary, in relation to a firm and
its wider integrated group, a concentration risk group
counterparty of the firm which is not a member of the
firm's UK integrated group or wider integrated group.

(2)  (for the purposes of BIPRU 8 (Group risk — consolidation))
has the meaning in B/PRU 8.9.24R (Wider integrated groups:
Definition of residual block) which is in summary all
exposures to group concentration risk group counterparties
falling into BIPRU 8.9.20R(2) not included in a diverse
block.

(1)  (inrelation to the IRB approach and with respect to an
exposure) an exposure falling into the IRB exposure class
listed in BIPRU 4.3.2R(4) (Retail exposures).

(2)  (inrelation to the standardised approach to credit risk and
with respect to an exposure) an exposure falling into the
standardised credit risk exposure class listed in BIPRU
3.2.9R(8) (Retail exposures).

(1)  (inrelation to the IRB approach) a small or medium sized
entity, an exposure to which may be treated as a retail
exposure under BIPRU 4.6.2R (Definition of retail
exposures).

(2)  (inrelation to the standardised approach to credit risk) a
small or medium sized entity, an exposure to which may be
treated as a retail exposure under BIPRU 3.2.10R (Definition
of retail exposures).

(in relation to the IRB approach or the standardised approach to
credit risk) an exposure to a retail SME.

see repurchase transaction.

(for the purpose of BIPRU 9.13 (Securitisations of revolving
exposures with early amortisation provisions) and in accordance
with Article 100 of the Banking Consolidation Directive
(Securitisations of revolving exposures)) an exposure whereby
customers' outstanding balances are permitted to fluctuate based on
their decisions to borrow and repay, up to an agreed limit.
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risk capital requirement

risk position

risk weight

risk weighted exposure
amount

rollover risk

same stage of capital

secured lending
transaction

(1)  (inrelation to the FiSA4's rules) one of the following:
(a)  the credit risk capital requirement;
(b)  the fixed overheads requirement;
(c)  the market risk capital requirement; or
(d)  the operational risk capital requirement; or

(2)  (inrelation to the rules of another regulatory body) whatever
corresponds to the items in (1) under the rules of that
regulatory body.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) a risk number that is assigned to a
transaction under the CCR standardised method following a
predetermined algorithm.

(in relation to an exposure) a degree of risk expressed as a
percentage assigned to that exposure in accordance with whichever
is applicable of the standardised approach to credit risk and the /RB
approach, including (in relation to a securitisation position) under
BIPRU 9 (Securitisation).

(in relation to an exposure) the value of an exposure for the purposes
of the calculation of the credit risk capital component after
application of a risk weight.

(in accordance with Part 1 of Annex III of the Banking
Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) the amount by which expected positive
exposure is understated when future transactions with a counterpart
are expected to be conducted on an ongoing basis; the additional
exposure generated by those future transactions is not included in
calculation of expected positive exposure.

(with respect to a particular item of capital in the capital resources
table) the stage in the capital resources table in which that item of
capital appears.

(in accordance with point 2 of Part 1 of Annex VIII of the Banking
Consolidation Directive (Eligibility of credit risk mitigation)) any
transaction giving rise to an exposure secured by collateral which
does not include a provision conferring upon the person with the
exposure the right to receive margin frequently.
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securities financing
transaction

securities or commodities
borrowing

securities or commodities
lending

securities or commodities
lending or borrowing
transaction

securities PRR

securitisation credit
default swap PRR method

securitisation position

any of the following:

(a)  arepurchase transaction; or

(b)  asecurities or commodities lending or borrowing
transaction; or

(c)  amargin lending transaction.

see securities or commodities lending or borrowing transaction.

see securities or commodities lending or borrowing transaction.

(in accordance with Article 4(34) of the Banking Consolidation
Directive and Article 3(1)(n) of the Capital Adequacy Directive
(Definitions)) any transaction in which an wundertaking or its
counterparty transfers securities or commodities against appropriate
collateral subject to a commitment that the borrower will return
equivalent securities or commodities at some future date or when
requested to do so by the transferor, that transaction being securities
or commodities lending for the wundertaking transferring the
securities or commodities and being securities or commodities
borrowing for the undertaking to which they are transferred.

the interest rate PRR, the equity PRR, the option PRR (but only in
relation to positions which under BIPRU 7.6.5R (Table: Appropriate
calculation for an option or warrant) may be subject to one of the
other PRR charges listed in this definition or which would be subject
to such a PRR charge if BIPRU 7.6.5R did not require an option
PRR to be calculated), the CIU PRR and the PRR calculated under
BIPRU 7.11 (Credit derivatives in the trading book) and so that:

(a)  the securities PRR includes any PRR charge calculated under
a CAD 1 permission; and

(b)  the securities PRR does not include any PRR charge
calculated under a VaR model permission unless the
provision in question provides otherwise.

the method for calculating the specific risk portion of the interest
rate PRR for credit default swaps that are securitisation positions set
out in B/PRU 7.11.39R to BIPRU 7.11.53R.

(in accordance with Article 4(40) (Definitions) and Article 96
(Securitisation) of the Banking Consolidation Directive) an exposure
to a securitisation within the meaning of paragraph (2) of the
definition of securitisation; and so that:

41



securitisation special
purpose entity

securitised exposure

senior management

SFT

simple capital issuer

(a)  where there is an exposure to different tranches in a
securitisation, the exposure to each tranche must be
considered as a separate securitisation position;

(b)  the providers of credit protection to securitisation positions
must be considered to hold positions in the securitisation; and

(¢c)  securitisation positions include exposures to a securitisation
arising from interest rate or currency derivative contracts.

(in accordance with Article 4(44) of the Banking Consolidation
Directive (Definitions)) a corporation, trust or other entity, other
than a credit institution, organised for carrying on a securitisation or
securitisations (within the meaning of paragraph (2) of the definition
of securitisation), the activities of which are limited to those
appropriate to accomplishing that objective, the structure of which is
intended to isolate the obligations of the SSPE from those of the
originator, and the holders of the beneficial interests in which have
the right to pledge or exchange those interests without restriction.

an exposure in the pool of exposures that has been securitised, either
via a traditional securitisation or a synthetic securitisation. The
cash-flows generated by the securitised exposures are used to make
payments to the securitisation positions.

(in BIPRU 7.10 (Use of a value at risk model) and in relation to a
firm) the firm’s governing body and those of the firm’s senior
managers and other senior management who have responsibilities
relating to the measurement and control of the risks which the firm’s
VaR model is designed to measure or whose responsibilities require
them to take into account those risks.

securities financing transaction.
a BIPRU firm that meets the following conditions:
(a) it does not raise capital through a special purpose vehicle;

(b) it only includes non-convertible and non-exchangeable
capital instruments in its capital resources;

(c)  (ifit includes capital instruments in its capital resources on
which coupons are payable) such coupons are not subject to a

Step-up;

(d)  itonly includes capital instruments in its tier one capital
resources consisting of ordinary shares, PIBS, perpetual non-
cumulative preference shares or partnership or limited
liability partnership capital accounts;

(e)  itonly includes non-redeemable capital instruments in its tier
one capital resources; and
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) (if it includes capital instruments in its tier one capital
resources on which coupons are payable) such coupons are
non-cumulative, non-mandatory and in cash.

simplified equity method the method of calculating the equity PRR set out in BIPRU 7.3.29R
(Simplified equity method).

solo consolidation waiver  a waiver of the type described in BIPRU 2.1 (Solo consolidation).

sovereign, institutional and (in relation to the /RB approach) an exposure falling into the /RB
corporate IRB exposure exposure classes referred to in BIPRU 4.3.2R(1)-(3) (Sovereigns,

class institutions and corporates).

specialised lending (in relation to the /RB approach) an exposure falling into BIPRU
exposure 4.5.3R (Definition of specialised lending).

specific risk PRA a PRA for specific risk including any such PRA as applied under

BIPRU 7.6.8R (Table: Appropriate PRA).

specific risk backtesting (in BIPRU 7.10 (Use of a value at risk model) and in relation to a

exception firm) an exception arising out of backtesting a VaR model with
respect to specific risk as more fully defined in that firm's VaR model
permission.

specific wrong-way risk (in accordance with Part 1 of Annex III of the Banking

Consolidation Directive (Definitions) and for the purpose of BIPRU
13 (The calculation of counterparty risk exposure values for
financial derivatives, securities financing transactions and long
settlement transactions)) the risk that arises when the exposure to a
particular counterparty is positively correlated with the probability
of default of the counterparty due to the nature of the transactions
with the counterparty; a firm is exposed to specific wrong-way risk if
the future exposure to a specific counterparty is expected to be high
when the counterparty’s probability of default is also high.

SPV (1)  (in GENPRU 2.2 (Capital resources)) has the meaning in
GENPRU 2.2.126R (Other tier one capital: innovative tier
one capital: indirectly issued tier one capital).

(2)  (in BIPRU 8 (Group risk - consolidation)) has the meaning in
BIPRU 8.6.15R (Indirectly issued capital and group capital

resources).
SREP the supervisory review and evaluation process.
SSPE a securitisation special purpose entity.

standard CIU look through the method for calculating the PRR for a position in a CIU set out in
method BIPRU 7.7.4R and BIPRU 7.7.7R to BIPRU 7.7.10R.

standard equity method the method of calculating the equity PRR set out in BIPRU 7.3.32R
(Standard equity method).

standardised approach one of the following:
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standardised credit risk
exposure class

standard market risk PRR
rules

stock financing

supervisory formula
method

supervisory review and
evaluation process

(a)  (where expressed to relate to credit risk) the method for
calculating capital requirements for credit risk in BIPRU 3
(Credit risk) and BIPRU 9.2.1R(1) and BIPRU 9.11
(Standardised approach);

(b)  (where expressed to relate to operational risk) the method for
calculating capital requirements for operational risk in
BIPRU 6.3 (Standardised approach);

(c)  (where not expressed to relate to any risk and used in BIPRU
3, BIPRU 4 (IRB approach), BIPRU 5 (Credit risk
mitigation), BIPRU 9 (Securitisation) or BIPRU 10
(Concentration risk requirements)) it has the meaning in (a);

(d)  (where not expressed to relate to any risk and used in BIPRU
6 (Operational risk)) it has the meaning in (b);

(e)  (where the one of the approaches in (a) to (d) is being applied
on a consolidated basis) that approach as applied on a
consolidated basis in accordance with BIPRU 8 (Group risk -
consolidation); or

€3} when the reference is to the rules of or administered by a
regulatory body other than the 'S4, whatever corresponds to
the approach in (a) to (e), as the case may be, under those
rules.

(in relation to the standardised approach to credit risk) one of the
classes of exposure set out in BIPRU 3.2.9R (Exposure classes).

the rules relating to the calculation of the market risk capital
requirement excluding the VaR model approach and any rules
modified so as to provide for the CAD I model approach.

a transaction where a physical commodity is sold forward and the
cost of funding is locked in until the date of the forward sale.

(for the purposes of BIPRU 9 (Securitisation), in relation to a
securitisation within the meaning of paragraph (2) of the definition
of securitisation and in accordance with Part 1 of Annex IX of the
Banking Consolidation Directive (Securitisation definitions)) the
method of calculating risk weighted exposure amounts for
securitisation positions set out in BIPRU 9.12.21R-BIPRU 9.12.23R
and BIPRU 9.14.3R.

the F:SA4’s assessment of the adequacy of certain firms' capital, as
more fully described in BIPRU 2.2.9G and INSPRU 7.1.8G.
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supervisory volatility
adjustments approach

swap

synthetic securitisation

third country banking or
investment services
undertaking

third country BIPRU firm

third country competent
authority
tier three capital

tier three capital resources

tier three instrument

total exposure

trading book concentration
risk excess

the approach to calculating volatility adjustments under the financial
collateral comprehensive method under which the firm uses the
adjustments specified in BIPRU 5.4 (Financial collateral) rather than
in its own estimates, as more fully described in B/PRU 5.4 and
including that approach as applied to master netting agreements as
described in BIPRU 5.6 (Master netting agreements).

a transaction in which two counterparties agree to exchange streams
of payments over time according to a predetermined basis or a
contract for differences.

(in accordance with Article 4(38) of the Banking Consolidation
Directive (Definitions)) a securitisation (within the meaning of
paragraph (2) of the definition of securitisation) where the tranching
is achieved by the use of credit derivatives or guarantees, and the
pool of exposures is not removed from the balance sheet of the
originator.

(in BIPRU) an institution, a financial institution or an asset
management company in a non-EEA state.

an overseas firm that:
(a)  isnotan EEA firm;
(b)  has its head office outside the EEA; and

(c)  would be a BIPRU firm if it had been a UK domestic firm, it
had carried on all its business in the United Kingdom and had
obtained whatever authorisations for doing so are required
under the Act.

a regulatory body of a state or territory that is not an EEA State.

an item of capital that is upper tier three capital or lower tier three
capital.

the sum calculated at stage Q of the capital resources table (Total
tier three capital).

an item of capital that falls into GENPRU 2.2.242R (Tier three
capital: upper tier three capital resources) and is eligible to form part
of a firm's upper tier three capital resources.

(in relation to a counterparty or group of connected clients and a
person or in relation to a person and its connected counterparties)
all that person's exposures to that counterparty or group of
connected clients or to that person's connected counterparties or the
total amount of those exposures.

has the meaning in BIPRU 10.5.20R (How to calculate the
concentration risk capital component).
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trading book policy
Statement

trading book systems and
controls rules

traditional securitisation

tranche

UK consolidation group

has the meaning in B/PRU 1.2.29R (Trading book policy statements)
which is in summary a single document of a person recording the
policies and procedures referred to in B/PRU 1.2.26R and BIPRU
1.2.27R.

GENPRU 1.3.13R(2) to (3) (General requirements: Methods of
valuation and systems and controls), GENPRU 1.3.14R to GENPRU
1.3.16R (Marking to market), GENPRU 1.3.17R to GENPRU
1.3.25R (Marking to model), GENPRU 1.3.26R to GENPRU
1.3.28R (Independent price verification), GENPRU 1.3.30R to
GENPRU 1.3.33R (Valuation adjustments or reserves), GENPRU
2.2.86R (Core tier one capital: profit and loss account and other
reserves: Losses arising from valuation adjustments) and GENPRU
2.2.248R to GENPRU 2.2.249R (Tier three capital: lower tier three
capital resources).

(in accordance with Article 4(37) of the Banking Consolidation
Directive (Definitions)) a securitisation (within the meaning of
paragraph (2) of the definition of securitisation) involving the
economic transfer of the exposures being securitised to a
securitisation special purpose entity which issues securities; and so
that:

(a)  this must be accomplished by the transfer of ownership of the
securitised exposures from the originator or through sub-
participation; and

(b)  the securities issued do not represent payment obligations of
the originator.

(in accordance with Article 4(39) of the Banking Consolidation
Directive (Definitions) and in relation to a securitisation within the
meaning of paragraph (2) of the definition of securitisation) a
contractually established segment of the credit risk associated with
an exposure or number of exposures, where a position in the
segment entails a risk of credit loss greater than or less than a
position of the same amount in each other such segment, without
taking account of credit protection provided by third parties directly
to the holders of positions in the segment or in other segments.

a group that is identified as a UK consolidation group in accordance
with the decision tree in BIPRU 8 Annex IR (Decision tree
identifying a UK consolidation group); the members of that group
are:

(@)  where either Test 1A or Test 1B in B/PRU 8 Ann 1R apply,
the members of the consolidation group made up of the sub-
group of the parent institution in a Member State identifed in
BIPRU 8 Ann 1R together with any other person who is a
member of that consolidation group because of a
consolidation Article 12(1) relationship or an Article 134
relationship; or
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UK integrated group

UK parent financial
holding company in a
Member State

underwrite

unfunded credit protection

unrated position

upper tier three capital

(b)  where either Test 1C or Test 1D in BIPRU 8 Ann IR apply,
the members of the consolidation group made up of the sub-
group of the parent financial holding company in a Member
State identified in BIPRU 8 Ann 1R together with any other
person who is a member of that consolidation group because
of a consolidation Article 12(1) relationship or an Article 134
relationship;

in each case only persons included under BIPRU 8.5 (Basis of
consolidation) are included in the UK consolidation group.

(in relation to a firm) all undertakings which, in relation to the firm,
satisfy the conditions set out in BIPRU 10.8.4R (Definition of UK
integrated group).

a parent financial holding company in a Member State where the
EEA State in question is the United Kingdom.

(for the purposes of BIPRU 7 (Market risk)) to undertake a firm
commitment to buy a specified quantity of new securities on a given
date and at a given price if no other has purchased or acquired them;
and so that:

(a)  new is defined in BIPRU 7.8.12R (New securities);

(b)  afirm still underwrites securities at a time before the exact
quantity of securities being underwritten or their price has
been determined if it is committed at that time to underwrite
them when the quantity and price is fixed,

(¢)  (in the case of provisions of the Handbook that distinguish
between underwriting and sub-underwriting) underwriting
does not include sub-underwriting; and

(d)  (in any other case) underwriting includes sub-underwriting.

(in accordance with Article 4(32) of the Banking Consolidation
Directive (Definitions)) a technique of credit risk mitigation where
the reduction of the credit risk on the exposure of an undertaking
derives from the undertaking of a third party to pay an amount in the
event of the default of the borrower or on the occurrence of other
specified events.

(for the purposes of BIPRU 9 (Securitisation), in accordance with
Part 1 of Annex IX of the Banking Consolidation Directive
(Securitisation definitions) and in relation to a securitisation
position) describes a securitisation position which does not have an
eligible credit assessment by an eligible ECAL.

an item of capital that is specified in stage O of the capital resources
table (Upper tier three).
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upper tier three capital
resources

upper tier three instrument

value at risk

VaR

VaR measure

VaR model

VaR model approach

VaR model permission

VaR number

VaR specific risk minimum
requirements

the sum calculated at stage O of the capital resources table (Upper
tier three).

an item of capital that meets the conditions in GENPRU 2.2.242R
(Tier three capital: upper tier three capital resources) and is eligible
to form part of a firm's upper tier three capital resources.

(in relation to risk modelling or estimation) the measure of risk
described in BIPRU 7.10.146R (Requirement to use value at risk
methodology).

value at risk.

an estimate by a VaR model of the worst expected loss on a portfolio
resulting from market movements over a period of time with a given
confidence level.

a value at risk model as described in BIPRU 7.10 (Use of a Value at
Risk Model).

one of the following:

(a)  the approach to calculating part of the market risk capital
requirement set out in BIPRU 7.10 (Use of a value at risk
model);

(b)  (where the approach in (a) is being applied on a consolidated
basis) the method in (a) as applied on a consolidated basis in
accordance with BIPRU 8 (Group risk - consolidation); or

(c)  when the reference is to the rules of or administered by a
regulatory body other than the 'S4, whatever corresponds to
the approach in (a) or (b), as the case may be, under those
rules.

an Article 129 implementing measure, a requirement or a waiver that
requires a BIPRU firm or an institution to use the VaR model
approach on a solo basis or, if the context requires, a consolidated
basis.

has the meaning in B/PRU 7.10.115R (Capital calculations: General)
which in summary is (in relation to a business day and a VaR model)
the VaR measure, in respect of the previous business day’s close-of-
business positions in products coming within the scope of the VaR
model permission, calculated by the VaR model and in accordance
with BIPRU 7.10 (Use of a Value at Risk Model) and any
methodology set out in the VaR model permission.

BIPRU 7.10.46R to BIPRU 7.10.52R (Model standards: Risk
factors: Specific risk) and BIPRU 7.10.107R (Backtesting: Specific
risk backtesting).
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wider integrated group

wider integrated group
waiver

working day 0

zero-specific-risk security

(in relation to a firm) has the meaning in BIPRU 10.9.5R (Definition
of wider integrated group), which is in summary each concentration
risk group counterparty of the firm that is not a member of the firm's
UK integrated group but satisfies all the conditions for membership
of the firm's UK integrated group except for BIPRU 10.8.4R(4)
(Establishment in the United Kingdom).

a waiver that has the result of requiring a firm to apply BIPRU 10.9
(Wider Integrated Group) or, if the context requires, BIPRU 8.9.16R
to BIPRU 8.9.24R (Wider integrated groups for consolidation
purposes) and the other rules in BIPRU 8.9 (Consolidated
concentration risk requirements) that relate to those rules.

has the meaning in BIPRU 7.8.23R (Working day 0), which is in
summary (in relation to an underwriter) the business day on which a
firm that is underwriting or sub-underwriting becomes
unconditionally committed to accepting a known quantity of
securities at a specified price.

a notional debt security used, for the purpose of calculating PRR, to
represent the interest rate general market risk arising from certain
derivative and forward transactions as specified in BIPRU 7.2
(Interest rate PRR).
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Part 2A (Revised definitions taking effect on 31 December 2006)

Amend the following definitions in the Glossary as shown:

actuarial health @RS (in the context of the rules in PRE-F2 INSPRU 1.1

insurance concerning the calculation of the general insurance capital
requirement), health insurance which meets all the conditions set
out in PREF272R INSPRU 1.1.72R.

actuarial valuation date  Ga-PRU) the date as at which the mathematical reserves are
calculated.

(1) (&P for the purpose of the rules in GENPRU and
admissible asset INSPRU as they apply to members of the Society of Lloyd's,
the Society and managing agents) an asset that falls into one
or more categories in GENPRU 2 Ann 74R as modified by
LED19319R GENPRU 2.3.34R.

(2) otherwise:

(a) (in relation to an insurer which is not a pure
reinsurer) an asset that falls into one or more
categories in GENPRU 2 Ann 74R; or

(b)

ancillary risk in relation to an insurer with permission under the Act to insure a
principal risk belonging to one class (as defined for the purposes of
AUTH, PRUALLD INSPRU and SUP) of general insurance
business) a risk included in another such class which is:...

annualised net written (for the purposes of PRU-#5-INSPRU 1.4) in relation to a financial
premiums year, ...

approved derivative
(2) (in INSPRU) a derivative in respect of which the conditions
in PREA35R INSPRU 3.2.5R are met.
approved quasi- a quasi-derivative in respect of which the conditions in PRH4-3-5
derivative RINSPRU 3.2.5R are met.
Approved security (1)

(2) (in £EP-and INSPRU) any of the following:

approved stock lending  a stock lending transaction in respect of which the conditions in
PRU4-3:36 RINSPRU 3.2.36R have been met.
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transaction
assessable mutual

asset management
company

asset-related capital
requirement

balancing amount

Broker

brought forward amount

Byelaw

callable contribution
central assets

Central Fund

claim

claims amount

class

closed

collateral

commitment

contingency funding
plan

core provision

counterparty

(for the purposes of PREFSINSPRU 1.4) ...

(for-the-purpese-of ELMand-PRU and in accordance with Article
2(5) of the Financial Groups Directive (Definitions)) ...

... as set out in RPRU3I3INSPRU 2.2.

GntLD) in respect of a syndicate, ...

(in MAR and INSPRU) any person when dealing as agent.

an amount, as defined in PRU-F2S5IHRINSPRU 1.1.51R, ...

GnLLD) any Byelaw, direction, regulation or other instrument. ..

Gn£t£D) amounts that members are liable to pay ...

D) the Society’s own assets ...
Gn£LD) the Central Fund ...
(D

(2) (in COB, ICOB, INSPRU, ££D; SUP and TC) a claim under
a contract of insurance.

an amount, as defined in PRE-F2-47R INSPRU 1.1 47R, ...

(1) (in AUTH, PRELLD GENPRU, INSPRU and SUP) (in
relation to a contract of insurance) any class ...

GnLLD) (in relation to a syndicate year) closed by ...

(3)  (in INSPRU) ...

a commitment represented by insurance business of any of the
classes (as defined for the purposes of AUTH, PRELED INSPRU
and SUP) of long-term insurance business.

a plan ...prepared under PRE-5H86ESYSC 11.1.24E.

an£t£D) (as defined in section 316(3) of the Act (Direction by
Authority)) a provision ...

@ individual:
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& (inPRYfor the purposes of the rules relating to insurers in

GENPRU and INSPRU) (in relation to an insurer, the
Society, a syndicate or member ('A")):

(a) any one individual; or

(b) any one unincorporated body of persons; or

(c) any company which is not a member of a group; or
(d) any group of companies excluding:

(1) (for the purposes of PRE 32 INSPRU 2.1)
any companies within the group which are
subsidiary undertakings of the-insurer A and
which fall within PREF33HR GENPRU
1.3.43R; and

(i)  (for all other purposes) any companies
within the group which are subsidiary
undertakings of the-insurer A; or

(e) any government of a State together with all the
public bodies, local authorities or nationalised
industries of that State,

in which the-inswrer A, or any of its subsidiary
undertakings, has made investments or against whom, or in
respect of whom, it, or any of its subsidiary undertakings,
has rights or obligations under a contract entered into by the
insurer A or any of its subsidiary undertakings.

credit equalisation the provision required to be established by PRE-F5-43RINSPRU
provision 1.4.43R.
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Disciplinary Tribunal
discounting

EEA MCR

enhanced capital
requirement

equalisation provision

equity market
adjustment ratio

financial year

financial year in
question

former member

general insurance
capital requirement

gross adjusted claims

amount

gross adjusted
premiums amount

group capital resources

group capital resources

requirement

Gn£LD) a Tribunal appointed ...

@aPREH discounting or deductions ...

the MCR ... in accordance with RRUT-646RINSPRU 1.5.46R.

(1) (in relation to a firm carrying on general insurance
business) the amount calculated in accordance with PRY
23 HRINSPRU 7.1.11R.

(2) (in relation to a firm carrying on long-term insurance
business) the amount of capital resources that a firm must

hold as set out in RRU2134R-GENPRU 2.1.38R.

a provision required to be established under the rules in INSPRU

(1) (in relation to the resilience capital requirement) has the
meaning set out in PRE4219RINSPRU 3.1.19R.

(2) (in relation to the market risk scenario for the risk capital
margin of a with-profits fund) has the meaning set out in PRY
F4HRINSPRU 1.3.71R.

(1)
& f-E P Heedendie e

3) (in GENPRU and INSPRU) the period at the end of which
the balance of the accounts of the insurer is struck...

(for the purposes of PRYF2 INSPRU 1.1 and of the definition of
non-directive insurer)...

an£t£D) a person who has ceased to be a member, ...

The highest of the premiums amount, claims amount and brought
forward amount as set out in PRUF2 INSPRU 1.1.

(for the purposes of PREFF2 INSPRU 1.1) an amount, as defined in
PRUT260RINSPRU 1.1.60R to PRE-F2:65GINSPRU 1.1.65G,
used in calculating the claims amount.

(for the purposes of PREFF2 INSPRU 1.1) an amount as defined in
PRUT2S56RINSPRU 1.1.56R to PRE-F259GINSPRU 1.1.59G,
used in calculating the premiums amount.

in relation to an undertaking in PREE3IFFRINSPRU 6.1.17R, that
undertaking's group capital resources as calculated in accordance
with PREE336RINSPRU 6.1.36R.

in relation to an undertaking in PREE3IFFRINSPRU 6.1.17R, that
undertaking's group capital resources requirement as calculated in

53



guarantee fund

IBNR

implicit items

individual capital
resources requirement

individual member

insurance business
grouping

insurance death risk
capital component
insurance expense risk
capital component
insurance health risk
capital component
insurance market risk

capital component

insurance related

accordance with PRU-8333RINSPRU 6.1.33R.

(D

(a)

(b)  where the firm is required to calculate a UK MCR or
an EEA MCR under RRUF2 INSPRU 1.1, for the
purposes of that section...

)

(2)

(b)  where the firm is required to calculate a UK MCR or
an EEA MCR under RRU-7-6 INSPRU 1.5, for the
purposes of that section...

and the reference to the base capital resources requirement is
replaced by the amount which is one half of the base capital

resources requirement applicable to the firm set out in PRY
2126RGENPRU 2.1.29R.

(in relation to claims (as defined for the purposes of INSPRU, ££D;
SUP and TC)) claims that have been incurred but not reported...

(in relation to long-term insurance business) economic reserves
arising in respect of future profits, zillmerising or hidden reserves

as more fully described in GENPRU 2 Annex2-Ann 8G.

has the meaning in PRE-8334RINSPRU 6.1.34R.

tntLD) a member, ...

a grouping comprising descriptions of general insurance business
determined in accordance with PRE-FSI2RINSPRU 1.4.12R.

one of the components of the long-term insurance capital
requirement as set out in PRE-F28HR-INSPRU 1.1.81R to PRV
F283R-INSPRU 1.1.83R.

one of the components of the long-term insurance capital
requirement as set out in PRU-F288R-INSPRU 1.1.88R.

one of the components of the long-term insurance capital
requirement as set out in PREF285R-INSPRU 1.1.85R to PRY
F2-86R-INSPRU 1.1.86R.

one of the components of the long-term insurance capital
requirement as set out in PRE-F2.89R-INSPRU 1.1.89R.

a component of the calculation of the ECR for a firm carrying on
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capital requirement

listed

Lloyd’s member’s
contribution

Lloyd's Return

Lloyd’s trust deed
Lloyd’s trust fund

long—term insurance
asset

long-term insurance
capital requirement

long-term insurance
fund

management expenses

minimum capital
requirement

minimum guarantee
fund

non-credit equalisation

provision

parent undertaking

general insurance business as set out in PREF276R-INSPRU
1.1.76R to PRUF2F9R-INSPRU 1.1.79R.

(1) (exceptin LR, ENF 21 and INSPRU) included in an official
list.

(2)  (in INSPRU) ...

anLLP) assets:...

the financial report that the Society is required to submit to the F'SA4
under £Z£D1524R IPRU(INS) 9.48(1).

anLEP) a trust deed ...
anLLP) a fund held on the terms of ...

has the meaning set out in PRU-F62HR-INSPRU 1.5.21R.

... the firm must hold calculated in accordance with PR 2+32R
GENPRU 2.1.36R.

has the meaning set out in PRU-F6-22R-INSPRU 1.5.22R.

(1) (except in INSPRU)...
2) (in INSPRU) ...
an amount of capital resources that a firm must hold as set out in

PRU2I2IR-GENPRU 2.1.24R and PRU2A22R-GENPRU
2.1.25R.

the provision required to be established under PRE-FS5IH7R
INSPRU 1.4.17R.

(a)
(1)

(vii)  (except in REC andED or for the purposes of the
rules in GENPRU and INSPRU as they apply to
members of the Society of Lloyd's or to the Society or
managing agents in respect of members) he is an
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premiums amount

real estate market
adjustment ratio

realistic basis life firm

realistic current
liabilities

realistic excess capital

realistic value of assets

receivable

regulated market

regulatory current
liabilities

regulatory excess
capital
regulatory surplus value

regulatory value of

individual and would be a parent undertaking if he
were an undertaking; or

(except in REC and 1D or for the purposes of rules
in GENPRU and INSPRU as they apply to members
of the Society of Lloyd's or to the Society or
managing agents in respect of members) it is
incorporated in or formed under the law of another
EEA State and is a parent undertaking within the
meaning of any rule of law in that State for purposes
connected with the implementation of the Seventh
Company Law Directive;

(viii)

(for the purposes of PREF2 INSPRU 1.1), an amount, as defined
in PRUT245R-INSPRU 1.1.45R ...

has the meaning set out, in relation to the resilience capital
requirement, in PRE4221R-INSPRU 3.1.21R.

a firm to which PRE2HASR GENPRU 2.1.18R applies (and which
is therefore required to calculate a with-profits insurance capital
component in accordance with PRE-74 INSPRU 1.3).

(in relation to a with-profits fund) the realistic current liabilities of
the with-profits fund calculated in accordance with PRE-74190R
INSPRU 1.3.190R.

(in relation to a with-profits fund) the excess, if any, of the realistic
value of assets for the with-profits fund over the sum of the realistic
value of liabilities and the risk capital margin for that fund,
calculated in accordance with PRE-7432R-INSPRU 1.3.32R.

(in relation to a with-profits fund) has the meaning set out in PRY
F433R-INSPRU 1.3.33R.

GnLLD) (in relation to a member, a period and a premium) ...
(1)
(2) (in INSPRU) ...

(in relation to a with-profits fund) the regulatory current liabilities

of the with-profits fund calculated in accordance with PRE-F430R
INSPRU 1.3.30R.

(in relation to a with-profits fund) has the meaning set out in PRY
F432R-INSPRU 1.3.32R.

has the meaning set out in PREH336R-GENPRU 1.3.48R.

(in relation to a with-profits fund) has the meaning set out in PRY
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assets

regulatory value of
liabilities

relevant capital sum
resilience capital

requirement

risk capital margin

secured debt

Society GICR

syndicate assets

syndicate ICA

technical provision

total group tier one
capital

total group tier two
capital

UK MCR

unpaid initial fund

with-profits benefits
reserves

F424R-INSPRU 1.3.24R.

(in relation to a with-profits fund) has the meaning set out in PRY
F429R INSPRU 1.3.29R.

for the purposes of PRE-73-43R-INSPRU 1.3.43R, ...

the capital component for long-term insurance business calculated
in accordance with the rules in PRE42.9G-INSPRU 3.1.9G to
PRU4226R-INSPRU 3.1.26R.

the risk capital margin for a with-profits fund calculated in
accordance with the rules in PRE-F4-43R INSPRU 1.3.43R to
PRUF4103G-INSPRU 1.3.103G.

@rPREH a debt fully secured on:...

GnftALD) the general insurance capital requirement calculated by
the Society as if it were an insurer under LEB19213R GENPRU
2.3.13R.

an££D) assets managed by or at the direction of ...

an££D) the capital assessment performed by a managing agent
under PRUI-226R the overall Pillar 2 rule, LEBDE2ARD
GENPRU 1.5.1R(1), PREF23 INSPRU 7.1 and LEB9-4ARD
INSPRU 1.1.57R(1) in respect of each syndicate managed by it.

@rPREH a technical provision established:

(a) for general insurance business, in accordance with PRY
F2A2R-INSPRU 1.1.12R; and

(b) for long-term insurance business, in accordance with
PRU7216R INSPRU 1.1.16R.

the sum calculated at stage A of the calculation in PRE83-43R
INSPRU 6.1.43R.

the sum calculated at stage B of the calculation in PRE83-43R
INSPRU 6.1.43R.

the MCR calculated in accordance with RREF6-44R[INSPRU
1.5.44R ...

part of the initial fund of a mutual which the mutual is prevented
from including in its tier one capital resources as permanent share
capital by reason of PRE2229R-GENPRU 2.2.64R because it is
not fully paid.

(in relation to a with-profits fund) the with-profits benefits reserve

for the with-profits fund calculated in accordance with the rules in
PRUFAH6R-INSPRU 1.3.116R to PRH-F4435G-INSPRU
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1.3.135G.

with-profits fund (1)
(2) for the purposes of INSPRU, a long-term insurance fund...

with-profits insurance the capital component for with-profits insurance business of a
capital component realistic basis life firm calculated in accordance with PRE-74
INSPRU 1.3.
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Part 2B (Revised definitions taking effect on 1 January 2007)
Amend the following definitions in the Glossary as shown:

ancillary insurance (1) (in relation to any undertaking in a consolidation group,
services undertaking sub-group or other group of persons) an undertaking
complying with the following conditions:

(a) its principal activity consists of:
(1) owning or managing property; or
(i1) managing data-processing services; or
(iii)  any other similar activity;

(b) the activity in (a) is ancillary to the principal
activity of one or more insurance undertakings;
and

() those insurance undertakings are also members
of that consolidation group, sub-group or other
group of persons.-and

ancillary services a an ancillary insurance sepvices wndertaking. an

undertaking ancillary banking services undertaking or an ancillary
] ] ine (in accordance with
Article 4(21) of the Banking Consolidation Directive
(Definitions) and subject to (2)) and in relation to an
undertaking in a consolidation group, sub-group or
another group of persons) an undertaking complying
with the following conditions:

(a) its principal activity consists of:

(1) owning or managing property; or

(i1) managing data-processing services: or

(ii1) any other similar activity:

(b) the activity in (a) is ancillary to the principal
activity of one or more credit institutions or
investment firms: and
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applicable sectoral
consolidation rules

applicable sectoral rules

asset management company

bank

(©) those credit institutions or investment firms are
also members of that consolidation group, sub-
group or group.

2) (for the purpose of GENPRU 1.3 (Valuation) and
INSPRU 6.1 (Group Risk: Insurance Groups) an
undertaking in (1) and an ancillary insurance services

undertaking.

(in respect of a financial sector and in accordance with
paragraph 6.940 of GENPRU 38 Ann 1R (Applicable sectoral
consolidation rules)) the FSA's sectoral rules about capital
adequacy and solvency on a consolidated basis applicable to
that financial sector under the table in paragraph 6.10H of
GENPRU 38 Ann 1R.

(in respect of a financial sector) applicable sectoral
consolidation rules for that financial sector and the FSA's
sectoral rules about capital adequacy and solvency for:

applicable to that financial sector under the table in paragraph
O 28 o GENPRE 38 Ann R

(a)  the banking and investment services sector as set
out in paragraph 6.2 of GENPRU 3 Ann 1R; or

(b)  insurance undertakings;

which of those sets of rules apply for the purpose of a particular
calculation depends on the nature of that calculation.

: ’ ” icle 25) of the e
Directive-{Definitions) a management company within the

meaning of Article 1a(2) of the UCITS Directive, as well as an
undertaking the registered office of which is outside the EEA
and which would require authorisation in accordance with
Article 5(1) of the UCITS Directive if it had its registered office
within the EEA.

(a) a firm with a Part IV permission which includes
accepting deposits, and:

(1) which is a credit institution; or

(i1) whose Part IV permission includes a
requirement that it comply with
FPRU(BANK) the rules in GENPRU and
BIPRU relating to banks;

but which is not a building society, a friendly
society or a credit union;

(b)
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banking and investment
group

Banking Consolidation
Directive

banking sector

base capital resources
requirement

base currency

a group of persons (at least one of which is an EEA regulated
entity that is a credit institution or an investment firm) who:

(a) form a group in respect of which the
consolidated capital adequacy requirements for
the banking sector or the investment services
sector under:

(1) the F'SA's sectoral rules; or

(11) the sectoral rules of another competent
authority; apply; or

(b) would form such a group if the scope of those
sectoral rules were amended as described in
paragraph 3.1 of GENPRU 38 Ann 2R
(removing restrictions relating to place of
incorporation or head office of members of
those financial sectors).

the Cennet-Directive of the European Parliament and the
Council of 14 June 2006 20-Mareh-20006 relating to the taking
up and pursuit of the business of credit institutions (No
2000/42/2006/48/EC).

a sector composed of one or more of the following entities:
(a) a credit institution;
(b) a financial institution; and

(c) an ancillary banking-services undertaking that is
not an ancillary insurance services undertaking.

an amount of capital resources that afirm an insurer must hold
as set out in GENPRU 2.1.2630R (Table: Base capital resources
requirement for an insurer) or a BIPRU firm must hold under
GENPRU 2.1.41R (Base capital resources requirement for a
BIPRU firm) and GENPRU 2.1.48R (Table: Base capital
resources requirement for a BIPRU firm) or, as the case may
be, GENPRU 2.1.60R (Calculation of the base capital resources
requirement for banks authorised before 1993).

(1) (in COLL and CIS) the currency specified:
(a)
(b)

(2) (in ELM, GENPRU and BIPRU) (in relation to an EEMY
firm) the currency in which that EEM¥Es firm's books of
account are drawn up.
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BCD credit institution a credit institution that has its registered office (or, if it has no
registered office, its head office) in an EEA State, excluding an
institution to which the BCD does not apply under article 263} of
the BCD (see also full BCD credit institution.).

Capital Adequacy Directive the Ceunetl Directive of the European Parliament and the
Council of +5-Mareh1993 14 June 2006 on capital adequacy of
investment firms and credit institutions (No 93/6/4£2006/49/EC).

capital resources @8] in relation to a BIPRU firm_or an insurer, the firm's
capital resources as calculated in accordance with the
capital resources table PRH2212R-including, in
relation to a BIPRU firm, as that calculation is adjusted
under B/IPRU 10.5 for the purposes of BIPRU 10
(Concentration risk requirements); or

2) (in relation to an institution that is an EEA firm and not a
BIPRU firm and which is required to meet the capital
resources requirements of the CRD implementation
measures for its EEA State on an individual basis)
capital resources calculated under those CRD
implementation measures; or

3) (for the purposes of GENPRU and BIPRU, in relation to
an undertaking not falling within (1) or (2) and subject
to (4)), capital resources calculated in accordance with
(1) on the assumption that:

(a) itis a BIPRU firm with a Part IV permission;
and

(b)  itcarries on all its business in the United
Kingdom and has obtained whatever permissions
for doing so are required under the Act; or

(€)) (for the purposes of GENPRU and BIPRU and in
relation to any undertaking not falling within (1) or (2)
for which the methodology in (3) does not give an
answer whose capital resources a BIPRU firm (the
"relevant firm") is required to calculate under a
Handbook rule) capital resources calculated under (1)
on the assumption that it is a BIPRU firm of the same
category as the relevant firm.

capital resources an amount of capital resources that:
requirement

@) a BIPRU firm must hold as set out in the main BIPRU
firm Pillar 1 rules; or

2) an insurer must hold as set out in PRE2F+1H4Rte-PRY
21420R GENPRU 2.1.17R to GENPRU 2.1.23R.
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commodity

competent authority

conglomerate capital
resources

conglomerate capital
resources requirement

consolidation group

(1) (except for the purpose of calculating position risk
requirements) a physical asset (other than a financial
instrument or cash) which is capable of delivery.

(2) (for the purpose of calculating position risk
requirements) any of the following (but excluding gold):

(a) a commodity within the meaning of paragraph

(b)

physical or energy product; or

i of the items referred to in paragraph 10
of Section C of Annex I of the MIFID as
an underlying with respect to the
derivatives mentioned in that paragraph;

which is, or can be, traded on a secondary
market.

(1

3) (in_relation to a group, and for the purposes of PRY
8+4SYSC 12 (Group risk systems and controls
requirement), GENPRU 8-4-(Cressseetorgroups);PRY

1 leulati or £ ial | l
PRU-8Ann2R-, BIPRU and INSPRU, any national
authority ...

(in relation to a financial conglomerate with respect to which
GENPRU 3.1.298429R (Application of methods 1, 2 or 3 from
Annex I of the Financial Groups Directive) applies) capital
resources as defined in whichever of paragraphs 1.1, 2.1 or 3.1
of GENPRU 38 Ann 1R (Capital adequacy calculations for
financial conglomerates) applies with respect to that financial
conglomerate.

(in relation to a financial conglomerate with respect to which
GENPRU 3.1.298429R (Application of methods 1, 2 or 3 from
Annex | of the Financial Groups Directive) applies) the capital
resources requirement defined in whichever of paragraphs 1.3,
2.4 or 3.3 of GENPRU 38 Ann 1R (Capital adequacy
calculations for financial conglomerates) applies with respect to
that financial conglomerate.

the following:

(a) a conventional group; or
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conventional group

core tier one capital

counterparty

credit institution

(b) undertakings linked by a consolidation Article
12(1) relationship or (for the purposes of
BIPRU) an Article 134 relationship.

If a parent undertaking or subsidiary undertaking in a
conventional group (the first person) has a consolidation Article
12(1) relationship or (for the purposes of BIPRU) an Article 134
relationship with another person (the second person), the
second person (and any subsidiary undertaking of the second
person) is also a member of the same consolidation group.

forthepurposes-ol- PREStGroup-Riskh a group of

undertakings that consists of a parent undertaking and the rest
of its sub-group.

an item of capital that is stated in stage A of the capital
resources table table m-PRU2214R (Core tier one capital) to
be core tier one capital.

(@8] (in UPRU) ...;
2) (for the purposes of the rules relating to insurers in
GENPRU and BIPRU ....

3) (for the purposes of the rules relating to BIPRU firms in
GENPRU and BIPRU and in relation to an exposure of a
person ('A")) the counterparty with respect to that
exposure or, if the context requires, another person in
respect of whom, under that exposure, A is exposed to
credit risk or the risk of loss if that person fails to meet
its obligations, such as the issuer of the underlying
security in relation to a derivative held by A.

(as-defined in accordance with articles +4(1) and 107 of the
BCD):

(1) an undertaking whose business is to receive deposits or
other repayable funds from the public and to grant
credits for its own account; or

(2) an electronic money institution within the meaning of
the E-Money Directive;
but so that:

3) (except for the purposes of GENPRU, ELM and BIPRU)
exeluding-an institution within (2) that does not have the
right to benefit from the mutual recognition
arrangements under BCD is excluded; and

“4) for the purposes of BIPRU 10 (Concentration risk
requirements) it means:
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(a) a credit institution as defined by (1) to (2) that
has been authorised in an EEA State; or

(b) any private or public undertaking which meets
the definition in (1) — (2) and which has been
authorised in a non-EEA state.

(see also BCD credit institution, full credit institution, full BCD
credit institution and Zone A credit institution.)

EEA banking and
investment group

(c) it is otherwise required by EEA prudential
sectoral legislation for the banking sector or the
investment services sector (except Article 56a
143 of the Banking Consolidation Directive
(Third-country parent undertakings)) to be
subject to consolidated supervision by a
competent authority.

EEA firm

(b) a credit institution (as defined in article +4(1) of
the Banking Consolidation Directive) which is
authorised (within the meaning of article 4(2))
by its Home State regulator;

(©) a financial institution (as defined in article +4(5)
of the Banking Consolidation Directive) which
is a subsidiary of the kind mentioned in article
19 24 and which fulfils the conditions in articles
18 23 and 1924;

exempt CAD firm a (in accordance with Article 2(2) of the Capital
Adeqracr—Pirective-tDeinitions o firm-thatbsatisdies

i itons:(except in SYSC) has the
meaning set out B/PRU 1.1.16R (Types of investment
firm: exempt CAD firm) which is in summary an
investment firm that satisfies certain specified
conditions.

2) (in SYSC) a firm in (1) whose head office (or, if'it has a
registered office, that office) is in the United Kingdom.

(@) o ISD G
o) . . o bande—a-buildi .
anELML:

2
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exposure

financial conglomerate
definition decision tree

financial institution

3)

(in relation to a firm but subject to (2) and (3)) the
maximum loss which the firm might suffer if:

(a) a counterparty or a group of connected
counterparties fail to meet their obligations; or

(b) it realises assets or off-balance sheet positions.

(in accordance with Article 77 of the Banking
Consolidation Directive and for the purposes of the
calculation of the credit risk capital component and the
counterparty risk capital component (including BIPRU
3 (Standardised credit risk), BIPRU 4 (The IRB
approach), BIPRU 5 (Credit risk mitigation) and BIPRU
9 (Securitisation)) an asset or off-balance sheet item.

(for the purposes of BIPRU 10 (Concentration risk
requirements)) has the meaning in B/PRU 10.2
(Identification of exposures).

the decision tree in GENPRU 38 Ann 4R.

(1)

2)

(in accordance with paragraph 5(c) of Schedule 3 to the
Act (EEA Passport Rights: EEA firm) and article +4(5)
of the Banking Consolidation Directive (Definitions),
but not for the purposes of ELM, GENPRU, BIPRU and
INSPRU 8(Greuprisk)), an undertaking, other than a
credit institution, the principal activity of which is to
acquire holdings or to carry on one or more of the listed
activities listed in points 2 to 12 of Annex I to the BCD,
which is a subsidiary of the kind mentioned in article +9
24 of the BCD and which fulf