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HANDBOOK ADMINISTRATION (MiFID 2) INSTRUMENT 2017

Powers exercised

A. The Financial Conduct Authority makes this instrument in the exercise of:
(1) the following powers and related provisions in or under the following sections
of the Financial Services and Markets Act 2000 (the “Act”):
(a) section 137A (The FCA’s general rules);
(b) section 137T (General supplementary powers);
(©) section 139A (Power of the FCA to give guidance);
(d) section 226 (Compulsory jurisdiction);
(e) paragraph 23 (Fees) in Part 3 (Penalties and Fees) of Schedule 1ZA
(The Financial Conduct Authority); and
® paragraph 13(1), (3) and (4) (FCA’s rules) of Schedule 17 (The Ombudsman
Scheme);
(2) the powers of direction, guidance and related provisions in or under the
following provisions of the Data Reporting Services Regulations 2017
(S12017/699):
(a) regulation 7 (Application for authorisation);
(b) regulation 8 (Application for verification of compliance);
(©) regulation 11 (Cancellation of authorisation);
(d) regulation 12 (Variation of authorisation);
(e) regulation 20 (Guidance);
) regulation 21 (Reporting requirements); and
(2) regulation 40 (FCA: penalties, fees and exemption from liability in
damages); and
3) the other powers and related provisions listed in Schedule 4 (Powers
exercised) to the General Provisions of the Handbook.
B. The rule-making powers listed above are specified for the purpose of section 138G
(Rule-making instruments) of the Act.
Commencement
C. Part 2 of Annex A to this instrument comes into force on 2 April 2018.
D. The remainder of this instrument comes into force on 3 January 2018, immediately

after those parts of the following instruments which also come into force on the same

day:

(1) Glossary (MiFID 2) Instrument 2017;

2) Markets and Organisational Requirements (MiFID 2) Instrument 2017; and

3) Conduct, Perimeter Guidance and Miscellaneous Provisions (MiFID 2)
Instrument 2017.



Amendments to the Handbook
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E. The modules of the Handbook of rules and guidance listed in column (1) below are
amended in accordance with the Annexes to this instrument listed in column (2).
1) 2)
Glossary of definitions Annex A
Senior Management Arrangements, Systems and Controls sourcebook | Annex B
(SYSCO)
Training and Competence sourcebook (TC) Annex C
Fees manual (FEES) Annex D
Conduct of Business sourcebook (COBS) Annex E
Client Assets sourcebook (CASS) Annex F
Market Conduct sourcebook (MAR) Annex G
Supervision manual (SUP) Annex H
Recognised Investment Exchanges sourcebook (REC) Annex [
F. The Financial Conduct Authority confirms and remakes in the Glossary of definitions:
(1) the defined expressions “Financial Promotion Order” and “Regulated
Activities Order”; and
(2) to the extent that they appear in the Glossary of definitions, the defined
expressions relating to any other secondary legislation referred to in the
Schedule to the Financial Services and Markets Act 2000 (Regulated
Activities) (Amendment) Order 2017.
Citation
G. This instrument may be cited as the Handbook Administration (MiFID 2) Instrument
2017.
By order of the Board
7 December 2017
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Annex A

Amendments to the Glossary of definitions

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

Part 1: Comes into force on 3 January 2018

Insert the following new definitions in the appropriate alphabetical position. The text is not

underlined.

high-frequency  means an algorithmic trading technique characterised by:

algorithmic
trading (D
technique

2)

3)

infrastructure intended to minimise network and other types of
latencies, including at least one of the following facilities for
algorithmic order entry: co-location, proximity hosting or high-speed
direct electronic access;

system-determination of order initiation, generation, routing or
execution without human intervention for individual trades or orders;
and

high message intraday rates which constitute orders, quotes or
cancellations.

[Note: article 4(1)(40) of MiFID]

key individual (in relation to a UK recognised body):

(a)
(b)
()
(d)

its chairman or president;
its chief executive;
a member of its governing body;

a person who, alone or jointly with one or more others, is
responsible under the immediate authority of a person in (a), (b) or
(c) or a committee of the governing body for the conduct of any
relevant function.

Amend the following as shown.

contract for
differences

the investment, specified in article 85 of the Regulated Activities
Order (Contracts for differences etc), which is in summary rights
under:
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future

option

(©
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a derivative instrument for the transfer of credit risk to which
article 85(3) and (4) of the Regulated Activities Order applies
[Note: paragraph 8 of Section C of Annex 1 to MiFID]; or

a derivative contract of a binary or other fixed outcomes nature
to which article 85(4A) and (4B) of the Regulated Activities

Order applies.

a security or a contractually-based investment (other than a
funeral plan contract and a right to or interest in a funeral plan
contract), that is, any of the following investments, specified
in Part IIT of the Regulated Activities Order (Specified
Investments):

(k) contract for differences (article 85); for the purposes
of the permission regime, this is sub-divided into:

(iv) binary bet;

the investment, specified in article 84 of the Regulated Activities
Order (Futures), which is in summary: rights under a contract for the
sale of a commodity or property of any other description under which
delivery is to be made at a future date and at a price agreed on when
the contract is made and futures and forwards to which article 84(1A),
(1B), (1C), (1CA) or (1D) of the Regulated Activities Order applies.

the investment, specified in article 83 of the Regulated Activities
Order (Options), which is in summary an option to acquire or dispose

of:

(d)

(e

a commodity to which article 83(2) and (4) of the Regulated
Activities Order applies; or

a financial instrument in paragraph 10 of Section C of Annex 1
to MiFID to which article 83(3) and (4) of the Regulated
Activities Order applies; or
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a report which a firm is required to provide to a client pursuant to:

(d)

ey
2

COBS 16A.1.2R and COBS 16A.4.1EU where the firm is
carrying on eptionalexemption-business MiFID optional

exemption business.

(in relation to those articles of the MiFID Org Regulation as
applied in accordance with SYSC 1 Annex 1 2.8AR, SYSC 1
Annex 1 3.2-AR, SYSC 1 Annex 1 3.2-BR, SYSC 1 Annex 1
3.2CR, SYSC 1 Annex 1 3.3R; SYSC 19F.1.1R; S¥S€
FOE+-AR-and-S¥SEI9ELSR SYSC 19F.1.3R and SYSC
19F.1.4R) all forms of payments or financial or non-financial
benefits provided directly or indirectly by a firm to relevant
persons in the provision of one or more of designated
investment business, ancillary activities and ancillary services
to clients.

[Note: article 2(5) of the MiFID Org Regulation]

Delete the following definition. The text is not struck through.

money-market
instrument

(1) any of the following investments:

(a)

(b)

(©

(d)

(e

a debenture which is issued on terms requiring repayment
not later than five years from the date of issue;

any government and public security which is issued on
terms requiring repayment not later than one year or, if
issued by a local authority in the United Kingdom, five
years from the date of issue;

a warrant which entitles the holder to subscribe for an
investment within (a) or (b);

a certificate representing certain securities or rights to or
interests in investments relating, in either case, to an
investment within (a) or (b);

an option relating to:
(1) an instrument in (a) or (b); or

(i1) currency of the United Kingdom or of any other
country or territory; or
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(1i1) gold or silver;
) a future for the sale of:
1) an instrument in (a) or (b); or
(i1) currency of the United Kingdom or of any other

country or territory; or

(ii1) gold or silver;
(2) a contract for differences by reference to fluctuations in:
(1) the value or price of any instrument within any of
(a) to (f); or
(i1) currency of the United Kingdom or of any other

country or territory; or

(iii) the rate of interest on loans in any such currency or
any index of such rates;

(h) an option to acquire or dispose of an instrument within (e),

(f) or (g).

(2) those classes of financial instruments which are normally dealt in on
the money market, such as treasury bills, certificates of deposit and
commercial papers and excluding instruments of payment.

[Note: article 4(1)(19) (17) of MiFID and article 11 of the MiFID Org
Regulation)

Part 2: Comes into force on 2 April 2018

The following amendment, which was made in the Occupational Pension Scheme Firm
(Conduct of Business and Organisational Requirements) Instrument 2017, is delayed to come
into force on 2 April 2018 (and not 3 January 2018).

OPS firm (a) (except in IPRU(INV)) a firm which:
) carries on OPS activity; and
(i1) is one or more of the following:
©) a company which is:
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an administering authority subject to
the Local Government Pension
Scheme (Administration)
Regulations 2008 or the Local
Government Pension Scheme
(Transitional Provisions, Savings
and Amendment) Regulations 2014;
or
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Annex B

Amendments to the Senior Management Arrangements, Systems and Controls

sourcebook (SYSC)

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

19F

19F.1

Remuneration and performance management of sales staff

MiFID remuneration incentives

Purpose
G

MiFID requirement on remuneration incentives

R

Remuneration policies and practices

R
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Annex C
Amendments to the Training and Competence sourcebook (TC)

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

4 Specified modified requirements

4.1 Specified requirements for MiFID investment firms and for third country
investment firms

4.1.4 R Unless the context requires otherwise the rules in column 1 of the table are

amended as set out in column 2:

413 G Rules in this section relate to the requirements in SYSC 5.1.5ABR.

4.1.5

414 G  For relevant individuals of an incoming EEA firm, with an establishment

4.1.6 maintained by that firm (or its appointed representative) in the United

Kingdom, the matters covered by SYSC 5.1.5ABR are matters reserved for
the United Kingdom as the Host State regulator.
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Annex D

FCA 2017/65

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

3.1

3.1.6E

3.2

3.2.7

Application, Notification and Vetting Fees

Introduction

Purpose

(1)  Application fees for authorisation under regulation 7 of the DRS
Regulations, and for operators of trading venues seeking verification
of their compliance with Title V of MiFID # under regulation 8 of
the DRS Regulations and for variation of an authorisation under
regulation 12 of the DRS Regulations are set out in the table at FEES

3.2.7R.

Obligation to pay fees

Table of application, notification, vetting and other fees payable to the FCA

R

Part 1: Application, notification and vetting fees

(1) Fee payer (2) Fee payable (£) Due date
(zw) An applicant for Either (1), (2), or On the date the
authorisation under (3) applies as set application is made.

regulation 7 of the
DRS Regulations, or
the operator of a
trading venue seeking
verification of their
compliance with Title
V of MiFID H under
regulation 8 of the
DRS Regulations or an

out below:

(1) If the applicant is
applying for
permission to operate
one data reporting
service, 5,000.

(2) If the applicant is
applying for
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applicant for variation
of an authorisation
under regulation 12 of
the DRS Regulations.

permission to operate
more than one data
reporting services,
50% of the fee at (1)
for each additional
service plus the fee at

(1).

(3) If the applicant is
applying for
variation of an
authorisation, 50%
of the fee at (1) for
each additional
service.

(zy) (1) Subject to (2)
and (3) below, any
person applying to
connect to the market
data processor system
to provide markets data
(other than transaction
reports) under MiFID
# and MiFIR.

(2) If a person has
previously applied as
stated in (zy)(1) above
and has been connected
then no further fee is
payable for any further
such applications in
relation to reporting the
same data.

(3) If a person has
previously applied as
stated in (zy)(1) above
and makes a further
application in relation
to the provision of
different data then a
separate fee is payable
for such application.

(1) Unless (2) applies,
10,000.

(2) Any incoming data
reporting services
provider authorised by
another EEA State will
pay 80% of the fee at

(1).

On the date the
application is made.
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TP 15 Transitional Provisions for the MiFID II Order

15.1 Introduction

15.1.1 G | FEES TP 15 deals with transitional arrangements for applicants applying for
permissions as introduced by the MiFID II Order.

15.2 Interpretation

15.2.1 R The “MiFID II Order” is the Financial Services and Markets Act 2000
(Regulated Activities) (Amendment) Order 2017 (SI 2017/xxxx488).

15.2.2 G The MiFID II Order makes amendments to the Financial Services and

Markets Act 2000 (Regulated Activities) Order (SI2001/544) to transpose
parts of MiFID #.

The MiFID II Order was brought into force on 1st April 2017, and enables
the FCA to determine applications made under it.
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Annex E

Amendments to the Conduct of Business sourcebook (COBS)

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

1 Annex 1

Application

Application (see COBS 1.1.2R)

Part 1: What?

Modifications to the general application of COBS according to activities

1. Eligible counterparty business
1.1R R | The COBS provisions shown below do not apply to eligible counterparty
business.
COBS provision Description
COBS 6H£A212R 6.1ZA.16R
COBS 6+£ZA218R 6.1ZA.22R
2 Conduct of business obligations
23A Inducements relating to MiFID, equivalent third country or optional
exemption business
Fees, commissions or non-monetary benefits which are designed to enhance the
quality of a service
2.3A9 R

[Note: article 11(2) of the MiFID Delegated Directive]
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2.3A.13

2.3A.20

3.1

3.14
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Disclosure of payments or benefits received from, or paid to, third parties

R

In implementing the requirements of COBS 2.3A.10R to COBS 2.3A.12R, a
firm must take into account the costs and charges rules set out in article
24(4)(c) of MiFID and article 50 of the MiFID Org Regulation (see COBS
6HLA2ZR 6.1ZA 11R to 6FZA29R 6.17ZA.13R and 63ZA2H0ED
6.1ZA.14EU).

Acceptable minor non-monetary benefits

G

COBS 2.3A.8R sets out the conditions to be met if a fee, commission or
non-monetary benefit is designed to enhance the quality of the service to a
client. Those conditions are also likely to be relevant to firms considering
whether a fee;eommisston-or non-monetary benefit is capable of enhancing
the quality of the service to a client for the purposes of the rule on
acceptable minor non-monetary benefits (see COBS 2.3A.19R(2)).

[Note: ...]

Client categorisation

Application

Mixed business

R

If a firm conducts business for a client involving both:
(1)  MiFID or equivalent third country business; and
(2)  other regulated activities subject to this chapter;

it must categorise that client for such business in accordance with the
provisions in this chapter that apply to MiFID or equivalent third country
business, including those provisions applied to equivalentthird-country
business the equivalent business of a third country investment firm as a
result of COBS 3.1.2AR.
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Eligible counterparties

Elective eligible counterparties

R

A firm may treat a client as an elective eligible counterparty in relation to
business other than MiFID or equivalent third country business if:

(1)  the client is an undertaking and:

(a) is a per se professional client (except for a client that is only
a per se professional client because it is an institutional
investor under COBS 3.5.2R(5)) and:

@
(ii)

(b) requests such categorisation; and

(2)  the firm adheres to the procedure set out at COBS 3.6.4BEU.

Provided that it adheres to the procedure set out at COBS 3.6.4BEU, a firm

may treat a client as an elective eligible counterparty in relation to MiFID
or equivalent third country business if the client:

(1)  1is an undertaking;

(2)  1is a per se professional client, except for a client that is only a per se
professional client because it is an institutional investor under COBS
3.5.2R(5); and

(3)  requests such categorisation.

[Note: first paragraph of article 30(3) of MiFID]

n &.dd] m;;“;e E}gi E.ateg.em;; }Iﬂf E;};!EEH&E;EF helﬁb SEEE outn
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3.7

3.7.3B

6.1ZA

6.1ZA &

6.1ZA &

6.1ZA &

6.1ZA +
3A4

6.1ZA.2-
+5
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ay-other-busthessthatisnotMiFP-basiress [deleted |

Providing clients with a higher level of protection

T
c

Information about the firm, its services and remuneration

Information about the firm and compensation information (MiFID
provisions)

Application
R (D)

(2) COBS 61£A212R-6.17ZA.16R does not apply to a firm in respect of
its MiFID optional exemption business.

G

Effect of provisions marked “EU” for third country investment firms and MiFID
optional exemption firms

R

G

Information about a firm and its services

EU 47(1) Investment firms shall provide clients or potential clients with the
following general information, where relevant:
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Reference in COBS 63ZA21EY 6.1ZA.5EU to “Article 25(6) of Directive
2014/65/EU” is to the requirements in COBS 16A.2.1R.

A firm disclosing details of its authorisation should refer to the appropriate
form of words set out in GEN 4 Annex IR or GEN 4 Annex 1AR as
appropriate.

Information about a firm’s portfolio management service

6.1ZA2- EU 47(2) When providing the service of portfolio management, investment

438

firms shall establish an appropriate method of evaluation and
comparison such as a meaningful benchmark, based on the
investment objectives of the client and the types of financial
instruments included in the client portfolio, so as to enable the
client for whom the service is provided to assess the firm’s
performance.

Information concerning safeguarding of financial instruments belonging to clients
and client money

6.1ZA2- EU 49(1) Investment firms holding financial instruments or funds belonging

59

6.1ZA2 G
610

to clients shall provide those clients or potential clients with the
information specified in paragraphs 2 to 7 where relevant.

Firms subject to either or both the custody rules and the client money rules
are reminded of the information requirements concerning custody assets and
client money in CASS 9.3 (Prime brokerage agreement disclosure annex) and
CASS 9.4 (Information to clients concerning custody assets and client
money).

Information about costs and associated charges

6.1ZA2 R
711

6.1ZA2 R
$12

COBS 2.2A.2R requires a firm to provide a client with information about all
costs and related charges. That information must include:

(1) A firm must aggregate the information about costs and charges
required by COBS 2.2A.2R and COBS 63+£A-27R 6.1ZA.11R,
where those costs and charges are not caused by the occurrence of
underlying market risk. This is to allow the client to understand
the overall cost, and the cumulative effect on the return, of the
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investment.

A firm must provide the client with an itemised breakdown of the
costs and charges information required by (1) and COBS
6HZA 2R 6.1ZA.11R when requested by the client.

A firm must provide the information required by COBS
6FHZA2 R 6.1ZA.11R and COBS 63£A28R 6.1ZA.12R in a
comprehensible form in such a manner that the client is
reasonably able to understand the nature and risks of the
investment service and of the specific type of financial instrument
that is being offered and, consequently, to take investment
decisions on an informed basis.

(1) For the purposes of providing information to clients on all
costs and charges pursuant to Article 24(4) of Directive
2014/65/EU, investment firms shall comply with the
detailed requirements in paragraphs 2 to 10.

Without prejudice to the obligations set out in Article
24(4) of Directive 2014/65/EU, investment firms
providing investment services to professional clients shall
have the right to agree to a limited application of the
detailed requirements set out in this Article with these
clients. Investment firms shall not be allowed to agree
such limitations when the services of investment advice or
portfolio management are provided or when, irrespective
of the investment service provided, the financial
instruments concerned embed a derivative.

Without prejudice to the obligations set out in Article
24(4) of Directive 2014/65/EU, investment firms
providing investment services to eligible counterparties
shall have the right to agree to a limited application of the
detailed requirements set out in this Article, except when,
irrespective of the investment service provided, the
financial instruments concerned embed a derivative and
the eligible counterparty intends to offer them to its
clients.

6.1ZA.2- G  The rules on inducements in COBS 2.3A may also require a firm to disclose
H 15 information to a client in relation to the benefits provided to a firm.

Information about costs and charges of different services or products
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R () This rule applies to a firm that offers an investment service with
another service or product or as part of a package or as a condition of
the same agreement or package.

Timing of disclosure

EU 46(2) Investment firms shall, in good time before the provision of
investment services or ancillary services to clients or potential
clients, to provide the information required under Articles 47 to
50.

[Note: article 46(2) of the MiFID Org Regulation]
G  The following provisions of COBS reproduce the information requirements

contained in Articles 47 to 50 of the MiFID Org Regulation: COBS
61ZA21EY 6.1ZA.5EU, COBS 63£A2-4EH 6.1ZA.8EU, COBS
61H£LA2S5EY 6.1ZA.9EU, COBS 63+£A210EH 6.1ZA.14EU, and COBS
14.3A.5EU.

Medium of disclosure

EU 46(3) The information referred to in paragraphs 1 and 2 shall be
provided in a durable medium or by means of a website (where it
does not constitute a durable medium) provided that the
conditions specified in Article 3(2) are satisfied.

[Note: article 46(3) of the MiFID Org Regulation)
Keeping the client up to date

EU 464) Investment firms shall notify a client in good time about any
material change to the information provided under Articles 47 to
50 which is relevant to a service that the firm is providing to that
client. That notification shall be given in a durable medium if the
information to which it relates is given in a durable medium.

[Note: article 46(4) of the MiFID Org Regulation]
Existing clients

G (1) A firm need not treat each of several transactions in respect of the
same type of financial instrument as a new or different service and so
does not need to comply with the disclosure rules in this chapter in
relation to each transaction.

[Note: recital 69 to the MiFID Org Regulation]
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Compensation information

6.1ZA2 R (D) A firm must make available to a client, who has used or intends to

1822 use a firm’s services, information necessary for the identification of
the compensation scheme or any other investor-compensation
scheme of which the firm is a member (including, if relevant,
membership through a branch) or any alternative arrangement
provided for in accordance with the Investor Compensation
Directive.

Record keeping: information about the firm and compensation information

6.1ZA.2- G  Firms are reminded of the general record-keeping requirements in SYSC 9.
1923

9 Suitability (including basic advice) (non-MiFID provisions)

9.6 Special rules for giving basic advice on a stakeholder product

Requirements on first contact

9.6.6A G A firm will meet the requirements in respect of its obligation to provide
written disclosure in the rules on describing the breadth of advice (COBS
6:2A5R 0.2B.33R) and-contentand-wording-ot-disclosure (COBS62A-6R)
by providing its basic advice initial disclosure information (in COBS 9
Annex 1R).

9.6.8 R If afirm’s first contact with a retail client is not face to face, it must:

3) (unless the relevant product is a deposit-based stakeholder product) if
the contact is by spoken interaction, provide the client with the
disclosure required by the rules on additional oral disclosure for firms
providing restricted advice (COBS 6:2A-9R 6.2B.38R).

9 Annex Basic advice initial disclosure information
1R
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This Annex belongs to COBS 9.6.5R(1)

Information that comprises the following:

8. any relevant disclosure required by the rules on describing the
breadth of advice (COBS 62A-5R 6.2B.33R) and-contentand

9A Suitability (MiFID provisions)

9A.2 Assessing suitability: the obligations

Bundled packages

9A.2.16 R  Where a firm provides a personal recommendation recommending a package
of services or products bundled pursuant to COBS 6+£A212R 6.1ZA.16R,
the firm must ensure that the overall bundled package is suitable for the

client.
9A.3 Information to be provided to the client
Suitability reports
9A.3.2 R (1) Fhisrite-apphestnrelationto-investiment-advice-ghvertoaretail
elient: [deleted]
2) When providing investment advice to a retail client, a firm must,

before the transaction is concluded, provide the client with a
suitability report in a durable medium specifying the advice given
and how that advice meets the preferences, objectives and other
characteristics of the client.
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10A.2

10A.2.2

10A.2.10

10A.6

10A.6.1
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Record keeping and retention periods for suitability records

G

A firm to which SYSC 9 applies is required to keep orderly records of s its
business and internal organisation (see SYSC 9, General rules on recerding-
keeping record-keeping). The records may be expected to reflect the
different effect of the requirements in this chapter depending on whether the
client is a retail client or a professional client; for example, in respect of
information about the client which the firm must obtain and whether the firm
is required to provide a suitability report.

Appropriateness (for non-advised services) (MiFID provisions)

Assessing appropriateness: the obligations

Bundled packages

R

Where a bundle of services or products is envisaged pursuant to COBS
61ZA2Z2R 6.17ZA.16R, the assessment made pursuant to COBS 10A.2.1R
must consider whether the overall bundled package is appropriate.

[Note: article 25(3) of MiFID]

No duty to communicate firm’s assessment of knowledge and experience

G

If a firm is satisfied that the client has the necessary experience and
knowledge to understand the risks involved in relation to the product or
service, there is no duty to communicate this to the client. If the firm does so,
it must not do so in a way that amounts to making a personal
recommendation unless it complies with the rules in COBS 9A (MiFID
provisions)}.

When a firm need not assess appropriateness

G

A firm need not assess appropriateness if it is receiving or transmitting an
order in relation to which it has assessed suitability under COBS 9A

(Suitability (MiFID provisions;-equivalent-third-country-and-optional
exemption-business)).

Dealing and managing
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11.2 Best execution for AIFMs and residual CIS operators

Obligation to execute orders on terms most favourable to the client

11.2.1 R

[Note: The Committee of European Securities Regulators (CESR) has issued
a Question and Answer paper on best execution under M#<ID the first
Markets in Financial Instruments Directive (MiFID 1, 2004/39/EU). This
paper also incorporates the European Commission’s response to CESR’s
questions regarding the scope of the best execution obligations under MDD
MiFID I. The paper can be found at:
https://www.esma.europa.eu/sites/default/files/library/2015/11/07 320.pdf]

11.2A Best execution — MiFID provisions

11.2A.1 R (1) Subject to (2) ard-33 to (4), the following provisions apply to a
firm’s business other than MiFID business as if they were rules:

3) This chapter does not apply (but COBS 11.2B applies) to UCITS
management companies; when carrying on scheme management

activity whiehare-subfeetto-COBSH2B.

4) This chapter does not apply (but COBS 11.2 applies) to AIFMs when
carrying on AIFM investment management functions and residual CIS

operators ywhich-are-subjeetto-COBSH-2.

Duty of portfolio managers, receivers and transmitters to act in client’s best

interest
11.2A34 G
EU
11.7A Personal account dealing relating to MiFID, equivalent third country or

optional exemption business

Application
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11.7A.4

11.7A.5

R
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(2) In this chapter, provisions marked “EU” which derive from recitals to
MiFID or the MiFID Org Regulation apply to a firm in relation to its
equivalent-third-country its business which is the equivalent business
of a third country investment firm or eptionalexemption-business

MiFID optional exemption business as guidance.

Scope of personal transactions

EU

EU

Article 28 of the MiFID Org Regulation sets out the scope of personal
transactions.

28  For the purposes of the Article 29 and Article 37, a personal
transaction shall be a trade in a financial instrument effected by or on
behalf of a relevant person, where at least one of the following
criteria are met:

Article 29 of the MiFID Org Regulation sets out detailed provision
concerning personal transactions.

29 (1) Investment firms shall ensure that relevant persons do
establish, implement and maintain adequate arrangements
aimed at preventing the activities set out in paragraphs 2,
and 3 and 4 in the case of any relevant person who is
involved in activities that may give rise to a conflict of
interest, or who has access to inside information within the
meaning of Article 7(1) of Regulation (EU) No 596/2014 or
to other confidential information relating to clients or
transactions with of for clients by virtue of an activity
carried out by him on behalf of the firm.

(2) Investment firms shall ensure that relevant persons do not
enter into a personal transaction which meets at least one of
the following criteria:

(a) that person is prohibited from entering into it under
Regulation (EU) No 596/2014;

(b) it involves the misuse or improper disclosure of
that confidential information;

(c) it conflicts or is likely to conflict with an obligation
of the investment firm under Directive 2014/65/EU.
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Investment firms shall ensure that relevant persons do not
advise or recommend, other than in the proper course of
employment or contract for services, any other person to
enter into a transaction in financial instruments which, if it
were a personal transaction of the relevant person, would be
eover covered by peint{a) paragraph 2 or Article 37(2)(a) or
(b) or Article 67(3);

Without prejudice to Article 10 (1) of Regulation (EU) No
596/2014, investment firms shall ensure that relevant
persons do not disclose, other than in the normal course of
his employment or contract for services, any information or
opinion to any other person where the relevant person
knows, or reasonably ought to know, that as a result of that
disclosure that other person will or would be likely to take
either of the following steps:

(a) to enter into a transaction in financial instruments
which, if it were a personal transaction of the
relevant person, would be covered by peinta)
paragraphs 2 or 3 or Article 37(2)(a) or (b) or
Article 67(3);

(b) to advise or procure another person to enter into
such a transaction.

The arrangements required under paragraph 1 shall be
designed to ensure that:

(a) each relevant person covered by paragraphs 1, 2, 3
and 4 is aware of the restrictions on personal
transactions, and of the measures established by the
investment firms firm in connection with personal
transactions and disclosure, in accordance with
paragraphs 1, 2, 3 and 4;

(b) the firm is informed promptly of any personal
transaction entered into by a relevant persens
person, either by notification of that transaction or
by other procedures enabling the firm to identify
such transactions;

(c) arecord is kept of the personal transaction notified
to the firm of identified by it, including any
authorisation or prohibition in connection with such
a transaction.
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11A.1

11A.1.2

11A.1.6

11A.1.7
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Underwriting and placing
Underwriting and placing

General requirements concerning underwriting and placing

EU  Article 38(1) of the MiFID Org Regulation sets out requirements for firms
to provide specified information to issuer clients before accepting a
mandate to manage an offering.

38 (1) Investment firms which provide advice on corporate finance
strategy, as set out in Section B(3) of Annex I, and provide
the service of underwriting or placing of financial
instruments, shall, before accepting a mandate to manage
the offering, have arrangements in place to inform the issuer
client of the following:

(e) the job titles and departments of the relevant
persens individuals involved in the provision of
corporate finance advice on the price and allotment
of financial instruments; and

EU  Article 40 of the MiFID Org Regulation sets out additional requirements in
relation to placing.

40

(3) Investment firms shall not accept any third-party payments
or benefits unless such payments or benefits comply with
the inducements requirements laid down in Article 24 ef of
Directive 2014/65/EU. In particular, the following practices
shall be considered not compliant with those requirements
and shall therefore be considered not acceptable:

EU  Article 41 of the MiED-OrgRegulation MiFID Org Regulation sets out
additional requirements in relation to advice, distribution and self-
placement.

41
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11A.1.9

14

14.3A

14.3A.8

16

16.1

EU

R

™
(@

4)
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Investment firms engagingin-the-offering-of which offer

financial instruments issued that are by themselves or other
group entities to their clients and these-instruments-are that
are included in the calculation of prudential requirements
specified in Regulation (EU) No 575/2013 of the European
Parliament and of the Council!, Directive 2013/36/EU of the
European Parliament and of the Council? or Directive
2014/59/EU of the European Parliament and of the Council3,
shall provide sueh those clients with additional information
explaining the differences between the financial instrument
and bank deposits in terms of yield, risk, liquidity and any
protection provided in accordance with Directive
2014/49/EU of the European Parliament and of the Council.

Article 42 of the MiEID-OrgRegulation MiFID Org Regulation sets out
additional requirements in relation to lending on provision of credit in the
context of underwriting or placement.

Providing product information to clients

Information about financial instruments (MiFID provisions)

Timing of disclosure

G

The provisions in COBS that reproduce the information requirements
contained in articles 47 to 50 of the MiFID Org Regulation are: COBS
61ZA21EY 6.1ZA.5EU, COBS 63£A-2-4EH 6.1ZA.8EU, COBS
61£A2S5EY 6.1ZA 9EU, COBS 63£A210EY 6.1ZA.14EU and COBS
14.3A.5EU.

Reporting information to clients (non-MiFID provisions)

Application
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16.1.2 R Fhischapter COBS 16.2 to COBS 16.4 apphes apply in relation to
designated investment business other than MiFID, equivalent third country
or optional exemption business.

16 Trade confirmation and periodic information
Annex
1R

This annex forms part of COBS 16.2.1R

(1) Trade (2) Periodic information
confirmation (where trade confirmation
information information is not provided

on a transaction by
transaction basis, to be

provided for each
transaction carried out
during the reporting
period)

General

20 the customer/client Y Y
identification (Note 10)

Note | This is the identity of the client or customer on whose benefit the firm is
10 acting.

(Noterarticle40(5)-of-the MiD-impl neDirective]

18 Specialist Regimes

18.3 Corporate finance business

Corporate finance business - non-MiFID business
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R Only the provisions of COBS in the table apply to corporate finance

business carried on by a firm which is not MiEID-erequivatent-third-country
busirness MiFID or equivalent third country business or MIFID optional

exemption business.

Record keeping requirements

Handbook Subject of Contents of When record | Retention
reference record record must be made period
COBS 23AA49R | Trial Dates of any trial | When the
S periods of periods, and trial period is
2 3A.19R research sufficient records | received
5) DY) received in | to demonstrate
accordance | compliance with
with COBS | the conditions in
23A19 | COBS
2.3A.19R 23249 B H+e

2.3A.19R(5)(H)(Q)
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Annex F

Amendments to the Client Assets sourcebook (CASS)

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

7.10

7.10.23

94

9.4.2A

Client money rules

Application and purpose

Credit institutions and approved banks

G Firms carrying on MiFID business are reminded of their obligation to
supply investor compensation scheme information to clients under COBS
6.1.16R or COBS 63+£A218R 6.1ZA.22R (Compensation Information).

Information to clients

Information to clients concerning custody assets and client money

R (1) Firms to which COBS 6.1ZA applies are reminded of the
requirements under article 49 of the MiFID Org Regulation (which
are directly applicable to some firms and which are also applied to
firms in other circumstances under COBS 6+Z£A-1+3R 6.1ZA.3R) to
provide certain information to a client when the firm is holding the
client’s financial instruments or funds (see COBS 6 31ZA25EU
6.1ZA.9EU).
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Annex G
Amendments to the Market Conduct sourcebook (MAR)

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

5 Multilateral trading facilities (MTFs)

5.3A Systems and controls for algorithmic trading

Fees structures

5.3A.12 G  Nothing in MAR 5.3A.11R prevents a firm:

(3)  imposing a higher fee:

(c) on a person operating a hishfrequeney high-frequency
algorithmic trading technique technique,

in order to reflect the additional burden on system capacity.
[Note: article 48(9) of MiFID]

Flagging orders, tick sizes and clock synchronisation

5.3A.14 R A firm must adopt tick size regimes in:

(D shares, depesitary-receipts depositary receipts, exchange-traded
funds, certificates and other similar financial instruments traded on

the MTF; and

2)

5.7 Pre- and post-trade transparency requirements for equity and non- equity
instruments: form of waiver and deferral
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5.7.1 R
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SA.3

5A.39

SA4

5A4.1
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Organised trading facilities (OTFs)

Specific requirements for OTFs

Other MiFID obligations
R

[Note: article 20(8) of MiFID. The above MiFID provisions are transposed
as follows in the FCA Handbook:

1) ...

(2) COBS 2.1.1, COBS 4.2.1, COBS 4.3.1, COBS 2.2A.2, COBS 2.2A.3,
COBS 2.3A.5, SYSC 19F1-3 19F.1.2 and COBS 63£A212 6.1ZA.16;

A3) ...
@) ...;and

]

Trading process requirements
Rules, procedures and arrangements

R A firm must have:

2) objective criteria for the efficient execution of orders which-are

established-andimplementedinnon-diseretionaryrules;
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[Note: article 18(1) of MiFID]

SA.S Systems and controls for algorithmic trading

Fee structures

5A.5.12 G  Nothing in MAR 5A.5.11R prevents a firm:

3) imposing a higher fee:

(c) on a person operating a high-frequeney high-frequency
algorithmic trading technique technique,

in order to reflect the additional burden on system capacity.

[Note: article 48(9) of MiFID]

7A Algorithmic trading
7A.3 Requirements for algorithmic trading
Record keeping

7TA.3.8 R A firm must:

2) (where it engages in a highfrequeney high-frequency algorithmic
trading technique rechnique) store, in the approved form, accurate
and time-sequenced records of all its placed orders, including:
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9 Annex
3D

9 Annex
4D

9 Annex
5D

9 Annex
6D

9 Annex
8D

FCA 2017/65

Data reporting service

Notification and information

Ad hoc notifications to the FCA

G  Information to be provided in MAR 9 Annex 9D includes information

relating (o phnedstentfieant-chafeestoadedareportngserrices

provider-sTF-system; breaches in physical and electronic security measures
and service interruptions or connection disruptions.

Variation of Authorisation of a Data Reporting Services Provider (DRSP)

Heditor-snote—To-follow] The form can be found at this address:

https://www.fca.org.uk/publication/forms/drsp-variation-authorisation-form.doc

Cancellation of Authorisation of a Data Reporting Services Provider (DRSP)

Heditor-snote—To-follow] The form can be found at this address:

https://www.fca.org.uk/publication/forms/drsp-cancellation-form.doc

Material Change in information for a Data Reporting Services Provider
(DRSP)

Heditor-snote—To-follow] The form can be found at this address:

https://www.fca.org.uk/publication/forms/drsp-material-change-notification.doc

Notification form for changes to the membership of the management body

Heditor-snote—To-follow]} The form can be found at this address:

https://www.fca.org.uk/publication/forms/drsp-changes-to-management-body-
members.doc

Yearly Notification Form for a Data Reporting Service Provider (DRSP)

Heditor-snote—To-follow] The form can be found at this address:
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https://www.fca.org.uk/publication/forms/drsp-annual-notification.doc

9 Annex Data Reporting Services Provider (DRSP) Ad hoc notification
9D

Heditor>s-note—To-foHow] The form can be found at this address:

https://www.fca.org.uk/publication/forms/drsp-ad-hoc-change-notification.doc
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Annex H

Amendments to the Supervision manual (SUP)

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

6.4

6.4.22

Applications to vary and cancel Part 4A permission to impose, vary or cancel
requirements

Applications for cancellation of permission

When will the relevant regulator grant an application for cancellation of
permission?

G

In deciding whether to cancel a firm’s Part 4A permission, the relevant
regulator will take into account all relevant factors in relation to business
carried on under that permission, including whether:

3) the firm has ceased to hold or control custody assets in accordance
with instructions received from clients and COBS 6.1.7R or article
49 of the MiFID Org Regulation (see COBS 6 3+£A25EY
6.1ZA.9EU);

6 Annex Additional guidance for a firm winding down (running off) its business

4G

4.2AG

A firm must comply with CASS 5.5.80R and CASS 7.11.34R (Client money:
discharge of fiduciary duty) and CASS 7.11.50R (Allocated but unclaimed
client money) if it is ceasing to hold client money. A firm must also cease to
hold or control custody assets in accordance with instructions received from
clients and COBS 6.1.7R or article 49 of the MiFID Org Regulation (see
COBS 61£A25EY 6.1ZA.9EU) (Information concerning safeguarding of
designated investments belonging to clients and client money). Those rules
apply to both repayment and transfer to a third party.
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16 Reporting requirements

16 Notes for Completion of the Retail Mediation Activities Return ('"RMAR")
Annex

18B

Section G: guide for completion of individual fields

Retail Investment Advice

23 | Which types | Independent

of retail For a retail investment firm to provide independent advice

investment Hs-personal reconmmendationsrastbe-based-ona
advice were | o oo ehensive-and fair analysis-of the relevant marketand
provided by | o inbiaced-and-unrestricted-(COBS-6-2A3R) it must

gieﬁ rm 1;,1 assess a sufficient range of relevant products available on
peiii)eé)‘;) TNE | the market which must (1) be sufficiently diverse with

regard to their type and issuers or product providers, to
ensure that the client’s investment objectives can be
suitably met; and (2) not be limited to relevant products
issued or provided by: (a) the firm itself or by entities
having close links with the firm; or (b) other entities with
which the firm has such close legal or economic
relationships, including contractual relationships, as to
present a risk of impairing the independent basis of the
advice provided (COBS 6.2B.11R).

Restricted

A retail investment firm provides restricted advice if:

(a) it makes personal recommendations to retail clients in
relation to retail investment products which are not
independent advice; or

(b) it provides basic advice.
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Annex I
Amendments to the Recognised Investment Exchanges sourcebook (REC)

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

2 Recognition requirements

2.5 Systems and controls, algorithmic trading and conflicts

2.5.1 UK Schedule to the Recognition Requirements Regulations, paragraphs 3 — 3H

Paragraph 3G - Tick size regimes

)

(a)

[Note: MiFID RTS 11 contains requirements on the tick size regime

for shares—depositary-receipts-exchange-traded funds-and

eertifieates shares, depositary receipts, exchange traded funds and
certificates]

2.6 General safeguards for investors, suspension and removal of financial
instruments from trading and order execution on regulated markets

2.6.7 EU [Note: article 3 of MiFIR covers pre-trade transparency requirements for

trading venues in respect of shares, depesitaryreceipts depositary receipts,
ETFs, certificates and other similar financial instruments, and article 8 of

MiFIR imposes similar requirements in respect of bonds, structured finance
products, emission allowances and derivatives]

2.6.8 EU [Note: MiFID RTS I on transparency requirements for trading venues in
respect of shares, depositaryreceipts depositary receipts, exchange traded
funds, certificates and other similar financial instruments and the obligation
for investment firms to execute transactions in certain shares on a trading
venue or a systematic internaliser)
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2.6.15 EU [Note: article 6 of MiFIR now covers post-trade transparency requirements
for trading venues in respect of shares, depesitaryreceipts depositary
receipts, ETFs, certificates and other similar financial instruments and
article 10 of MiFIR imposes similar requirements in respect of bonds,
structured finance products, emission allowances and derivatives)

Orderly markets

2.6.29 G  Indetermining whether a UK RIE is ensuring that business conducted by
means of its facilities is conducted in an orderly manner (and so as to afford
proper protection to investors), the FCA may have regard to whether the UK
RIE’s arrangements and practices:

(2)  demonstrate that the UK RIE is able to satisfy:

(©) (for all financial instruments referred to in REC
2.6.29G(2)(a) or REC 2:6:29G(b) 2.6.29(2)(b) traded on its
trading venue) the obligation to make pre-trade and post-
trade data available separately and on a reasonable
commercial basis in accordance with articles 12 and 13 of
MiFIR, and MiFID RTS 14 on the specification of the
offering of pre-trade data and post-trade data and the level

of disaggregation.
3 Notification rules for UK recognised bodies
3.14 Products, services and normal hours of operation

Products and services

3.142A R

Page 40 of 41



FCA 2017/65

[Note: articles 32(2) and 52(2), paragraph 1 of MiFID. REC 2:6-6AR3)
2.6.6UK(4) requires that the FCA be notified when a trading suspension for
a financial instrument is lifted or a financial instrument is re-admitted to
trading. MiFID ITS 2 specifies a format for communication by the operator

to the FCA.]

3.15 Suspension of services and inability to operate facilities

Suspension of services

3.152A R

[Note: articles 32(2) and 52(2), paragraph 1 of MiFID. REC 2-6-6A3)
2.6.6UK(4) requires that the F'CA be notified when a trading suspension for
a financial instrument is lifted or a financial instrument is re-admitted to
trading. MiFID ITS 2 specifies a format for communication by the operator

to the FCA.]

3.18 Membership

3.18.1 G

[Note: REC251AR) () Paragraph 3A of the Schedule to the Recognition
Requirements Regulations (REC 2.5.1UK) requires a UK RIE to inform the
FCA about the content of a written agreement entered into with a member
investment firm pursuing a market making strategy on a trading venue
operated by the UK RIE]
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