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PS16/13 Implementation of the Market Abuse Regulation (2014/596/EU)

In this Policy Statement we report on the main issues arising from Consultation Paper 15/35 — Policy
proposals and Handbook changes related to the implementation of the Market Abuse Regulation
(2014/596/EU) — and Consultation Paper 15/38 — Provisions to delay disclosure of inside information
with the FCA's Disclosure and Transparency Rules — and publish the final rules.

Please send any comments or queries to:

Trading Conduct & Settlement Policy
Markets Policy & International Division
Financial Conduct Authority

25 The North Colonnade

Canary Wharf

London E14 5HS

Telephone: 020 7066 3878
Email: cpl15-35@fca.org.uk

All our publications are available to download from www.fca.org.uk. If you would like to receive this
paper in an alternative format, please call 020 7066 0790 or email publications_graphics@fca.org.uk
or write to Editorial and Digital Department, Financial Conduct Authority, 25 The North Colonnade,
Canary Wharf, London E14 5HS.
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Abbreviations used in this document

CA Competent Authority

CBA Cost Benefit Analysis

COBS Conduct of Business Sourcebook
CoMC Code of Market Conduct

Commission

European Commission

DTR Disclosure Rules and Transparency Rules

DEPP Decision Procedure and Penalties Manual

EAMP Emission Allowance Market Participant

EG Enforcement Guidance

ESMA European Securities and Markets Authority

EU European Union

ITS Implementing Technical Standard

Level 1 The regulatiqn published under reference 2014/596/EU in the Official Journal of the
European Union

Level 2 Implementing or delegated measures made under EU MAR

LR Listing Rules

EU MAD EU Market Abuse Directive

EU MAR EU Market Abuse Regulation

MAR 1 First chapter of the MAR sourcebook
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MAR 8 Chapter 8 of the MAR sourcebook

MIFID I Markets in Financial Instruments Directive Il
MTF Multilateral Trading Facility

OJEU Official Journal of the European Union

OTF Organised Trading Facility

PDMR Persons Discharging Managerial Responsibilities
RAP Recognised Auction Platforms Regulations

REC Recognised Investment Exchanges Sourcebook
RTS Regulatory Technical Standard

Statutory Instrument

The Statutory Instrument to be made by the Treasury under section 2(2) of the European
Communities Act 1972

STOR Suspicious Transaction and Order Report
SUP Supervision Sourcebook
SYSC Senior Management Arrangements, Systems & Controls Sourcebook

The Treasury

Her Majesty’s Treasury

4 April 2016
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1.
Overview

Introduction

1.1 Inthis Policy Statement (PS) we summarise the feedback we received to our Consultation Papers,
CP15/35, which closed on 4 February 2016, and CP15/38, which closed on 20 February 2016.
We have incorporated this feedback into the changes to the FCA Handbook that are required
to implement the EU Market Abuse Regulation (EU MAR) from 3 July 2016. We explain these
changes in this PS. The final changes to the Handbook are set out in Appendix 1.

Who does this affect?

1.2 This PS will be of interest to, among others:

e Any firm or individual who directly or indirectly deals in, or any firm who issues, any financial
instrument (Fl) that is:

— admitted to trading on a regulated market or for which a request for admission to
trading has been made

— traded on a Multilateral Trading Facility (MTF), admitted to trading on an MTF or for
which a request for admission to trading on an MTF has been made

— traded on an Organised Trading Facility (OTF) (from MiFID II's applicability)

- not admitted to trading on one of those venues, but the price or value of which depends
on or has an effect on the price or value of an Fl.

1.3 Thisincludes any transaction, order or behaviour concerning any Fl referred to above irrespective
of whether or not such transaction, order, or behaviour takes place on a trading venue.

1.4 This PS will also be of interest to emission allowance market participants (EAMPs), and any

person discharging managerial responsibilities (PDMR) within issuers or EAMPs or any person
closely associated with them.

Is this of interest to consumers?

1.5  This PS will be of interest to consumers who directly or indirectly deal and invest in any of the
Fls indicated above.

Financial Conduct Authority April 2016 5
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1.13

114

1.15

Context

In our consultation CP15/35 we invited comments on implementing EU MAR relating to:

¢ alternative options for implementing two specific EU MAR requirements and how they may
apply in the UK

e the step-change in the legal status of the European market abuse regime from a Directive
to a Regulation and the resulting changes to our Handbook. Whereas the EU Market Abuse
Directive (EU MAD) had to be transposed via UK legislation (in the Financial Services Markets
Act 2000 and FCA rules) EU MAR repeals EU MAD with effect from 3 July 2016 and will
have direct application in the UK. So we need to make relevant changes to the UK's existing
domestic regime to ensure that national law and guidance complies with EU MAR.

We consulted on these domestic changes in CP15/35. This PS summarises the responses we
received and the changes to the Handbook having taken account of that feedback.

We are making the rule and guidance changes in light of the Treasury’s Statutory Instrument
that will make the necessary amendments to the legislation (FSMA) for it to be compatible with
MAR.

We also received considerable feedback on areas outside the consultation where respondents
felt further guidance on the new regime may be helpful. As these were outside the scope
of CP15/35, we have not made any proposals in this PS but we will be considering how to
progress these issues. See Chapter 4 for a list of these issues.

In addition, in CP15/38 we asked for comments on a specific amendment to Disclosure Rules

and Transparency Rules (DTR) 2.5.5G to address recent developments on disclosing inside
information by issuers with securities admitted to trading on regulated markets.

Summary of feedback and our response

CP15/35 covered changes to the following areas of the Handbook: MAR 1, MAR 2, MAR 8,
SYSC 18, COBS 12.4, SUP 15.10, DTR 1-3 and LR 9. Several consequential amendments were
required too.

We received 25 responses to CP15/35; eight from trade associations, five from firms, four from
issuers, six from legal representatives and two from trading venues.

Responses were broadly supportive of our proposed approach to implementing MAR which
seeks to maintain elements of guidance in the Handbook where possible, provided they do not
overlap with or contradict EU legislation.

CP15/38 was published shortly after CP15/35 in November 2015 and specifically deals with DTR
2.5.5G relating to the delay of disclosure of inside information where the issuer has a legitimate
interest. We received six responses.

Most respondents agreed with the suggested amendment in CP15/38. We have taken into

account in our response that the European Securities and Markets Authority (ESMA) is due to
publish Guidelines this summer that will very probably overlap with this provision.

April 2016 Financial Conduct Authority
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1.16

1.17

1.18

1.19

1.20

1.21

1.22

1.23

1.24

1.25

In Chapter 3 we summarise the feedback received in respect of both CP 15/35 and CP 15/38
proposals and explain our responses. We have organised this by Sourcebook in the FCA
Handbook.

We received some technical and drafting comments across various sections of the Handbook
on which we consulted. Some of these have been incorporated into the new provisions which
are detailed in this PS.

Below we provide an overview of the responses set out according to the Sourcebooks of the
Handbook which are most affected by the implementation of MAR:

MAR 1: The areas that received the most input were in response to our proposals relating
to legitimate behaviours, the removal of provisions which overlap with the indicators of
manipulation under Art 12(5) of EU MAR, and the change of language across several provisions.

COBS 12.4: The main request from the respondents to our proposal in relation to this sourcebook
was for guidance on the interpretation on the scope of Article 20 EU MAR. Other respondents
were seeking copy out! of the European texts into the Handbook.

SUP 15.10: Many of the respondents on this sourcebook asked for additional interpretative
guidance on the reporting of suspicious transactions, which is outside the scope of this
consultation.

DTR 1-3: The responses mostly asked us for more cross references and copy outs of the
European legislation in the Handbook. The responses also raise questions on the interpretation
of measures made at level 1 and level 2 which are further detailed in Chapter 4 of this PS.

Annex 1 of LR9 (Model Code): We received several responses in relation to Annex 1 of LR9
(the Model Code) agreeing that the Model Code is no longer compatible with EU MAR. But
most considered that, even though our proposal was intended to provide additional guidance
for firms, it will result in an onerous two-tier system for clearance inside and outside EU MAR
closed periods.

Relationship with other FCA consultations

This PS does not cover changes to the Decision Procedure and Penalties Manual (DEPP) and
the Enforcement Guide (EG) as they were not included in CP15/35 for the reasons set in the
consultation. We indicated the changes will be covered by a further consultation which has
now been published on 20 April 2016. Please see our website for CP16/13 on Changes to the
Decision Procedure and Penalties Manual and the Enforcement Guide for the implementation
of the Market Abuse Regulation (2014/596/EU).

There are provisions in the Handbook which are dependent on the finalisation of the Level 2
measures and ESMA Guidelines. We therefore may have to reassess some of our provisions in
the Handbook. These provisions have been identified in Chapter 3 of the PS and may be subject
to further consultation.

Copy-out is an approach the FCA has taken to transposition in the past, typically to Directives which are not directly applicable.
Copy-out means that the wording of the European legislation is followed as closely as possible in corresponding Handbook
provisions.

http://www.fca.org.uk
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1.27
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1.29
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1.31

1.32

1.33

1.34

1.35

1.36

We may also consult in the future on guidance based on the questions and feedback raised on
the interpretation of the level 1 and level 2 EU MAR legislation if we consider it is appropriate
to provide guidance in these areas.

Equality and diversity considerations

We have considered the equality and diversity issues that may arise from this PS.
Overall, we do not consider that the policy in this PS adversely impact any of the groups with

protected characteristics i.e. age, disability, sex, marriage or civil partnership, pregnancy and
maternity, race, religion and belief, sexual orientation and gender reassignment.

Next steps

The revised provisions and guidance to the Handbook set out in Appendix 1 will come into
force on 3 July 2016 at the same time as EU MAR will apply.

However, at the time of writing this PS, it is still unclear when all the final Level 2 texts of
the Regulation will be published in the Official Journal of the European Union (OJEU). The
Commission has endorsed several of the technical standards and at the time of finalising this
PS, they still need to be notified by the EU Council and European Parliament before they can be
published in the OJEU and confirmed final.

We anticipate that we will add further sign posts in the Handbook to provisions of implementing
measures made under EU MAR at a later stage. These cannot be added now (April 2016)
because the implementing measures made under EU MAR have not been published in the
OJEU and we therefore do not yet have the specific reference numbers and dates for complete
and accurate cross-references.

Please also note that the three sets of Guidelines ESMA has been mandated to draft under
Articles 7(5), 11(11) and 17(11) EU MAR have not yet been finalised. We therefore may have
to reassess some of our provisions in the Handbook depending on the outcome of these
Guidelines. We have flagged the Sourcebooks where this may apply in our responses.

What do you need to do next?
We expect firms to comply with EU MAR and any directly applicable EU regulation made under
EU MAR as of 3 July 2016.

What will we do?

We will monitor any changes in the Level 2 and Guidelines related to EU MAR legislation and
ESMA Guidelines that are made during the process and will make any necessary consequential
amendments to our Handbook.

We will also note or monitor guidance that the European Commission or ESMA may issue
on any matters relating to EU MAR, which may require further consequential changes to our
Handbook.

We will consider the appropriate approach to the areas set out in Chapter 4 where respondents
have indicated that new guidance on EU MAR would be helpful.

April 2016 Financial Conduct Authority
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2.

Feedback on general issues raised in responses

2.1

2.2

2.3

24

2.5

2.6

2.7

2.8

Across the various Sourcebooks, several respondents queried five general issues on our
approach. We address these general issues here rather than in the following chapter as they
were not Sourcebook specific.

Respondents asked why:

e we were not copying out the EU MAR regulation rather than providing signposts to the
texts

* we were not providing interactive hyperlinks to relevant articles in the European texts rather
than just text signposts

e we had redrafted some of the language used in some of the remaining provisions
e recitals were not referenced
They also asked how the FCA would exercise its power to issue guidance.

Copy outs

With regard to copy outs (cutting and pasting articles from the Level 1, Level 2 or sections of
ESMA Guidelines), we emphasise again that the principal legal requirements relating to market
abuse will be set out in EU MAR and its implementing measures.

It is more accurate and more efficient to direct readers of the Handbook to this primary source>.
Users can then read these requirements in context with other relevant articles, implementing
measures and recitals to obtain a comprehensive understanding of the new regime.

We appreciate that some firms may find the convenience of copy out useful, but we believe the
risk of misinterpretation of the regime outweighs this convenience. So we still favour signposts,
where these are relevant, as these will be indicated in the final version of the instrument in
Appendix 1.

Signposts
As outlined in CP15/35, where a current Handbook provision is sufficiently addressed by an
equivalent provision in EU MAR, we propose to replace it with a signpost to the relevant Article
in EU MAR.

Please note that signposts to Level 2 texts do not appear in the instrument in Appendix 1 given
they are not yet published in the OJEU. We anticipate adding these to the Handbook in due

Level 1 and level 2 measures of the European legislation can be accessed on this website: http://eur-lex.europa.eu/homepage.html.
ESMA Guidelines can be accessed on this website: https://www.esma.europa.eu/

Financial Conduct Authority April 2016 9
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2.9

2.10

2.1

2.12

213

214

course. We will not, in the interim, provide signposts to the Annexes of ESMA’s Final Report
(reference ESMA/2015/1455) which do not constitute the finalised technical standards on MAR.

Hyperlinks

Where signposts are provided, unfortunately due to technological constraints, we are unable
to provide direct hyperlinks to the precise articles in EU MAR from our Handbook website.
However, we are considering developments to enable this functionality.

Redrafting some provisions

We noted in CP15/35 that our approach to redrafting existing provisions is governed by the
legal context in which we must operate. This includes in particular the UK’s duty of sincere co-
operation under article 4(3) of the Treaty on European Union, whereby Member States need
to take appropriate measures to ensure fulfilment of the obligations rising from acts of the EU,
and refrain from any measure which could jeopardise the attainment of EU objectives.

This has required us to re-evaluate some of the provisions in the Handbook, including where
these are written as rules, evidential provisions or conclusive provisions. We have reassessed
and redrafted these to ensure that they are compatible with EU law.

Where respondents have proposed alternative drafting, consistent with the legal constraints,
we have considered how these can be incorporated in the market abuse framework. We give
feedback on this in Chapter 3.

Recitals

Recitals provide context and allow clearer interpretation of the Articles of both the Level 1 text
and the implementing measures, but they are not legally binding. Including them may create
uncertainty and confusion about the legal requirements so we have decided not to provide
signposts to recitals.

Issuing guidance under section 139A FSMA

Several respondents asked us to use our power under section 139A FSMA to provide guidance
on possible clarifications to the interpretation of Level 1 and Level 2 measures. We will consider
whether it is appropriate to exercise this power on a case-by—case basis. We have summarised
the areas where respondents have noted that further guidance would be useful in Chapter 4.
We will consider the appropriate approach in each of these areas.

April 2016 Financial Conduct Authority
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3.

Summary of feedback

3.1

3.2

3.3

3.4

3.5

3.6

3.7

The following chapter is broken down into the two areas where we have options on how to
implement EU MAR, and then by Sourcebook. Within each section we summarise the feedback
received, provide our analysis and our response to the feedback.

Where we have received no comments, we have assumed there is agreement with the proposals.
Where the feedback relates to one of the overarching issues described in Chapter 2 — namely

the use of copy-out, hyperlinks, the EU MAR text, the redrafting of some provisions or the use
of references to recitals — we direct readers to our comments in Chapter 2.

Areas with options for implementation

Q1: Do respondents agree that the issuer/EAMP should
provide a written explanation following notification of
delayed disclosure to the FCA only upon its request?

Q2: Are you able to provide information on the number of
written notifications you anticipate that you would make
a year under the proposed regime?

Q3: Would it be too burdensome to automatically provide
the explanation without waiting for a specific FCA
request? Please could you provide data regarding the
resources required?

Out of the 25 responses, 13 related to these questions. Eleven respondents agreed with the
proposal that issuers/EAMPs should only have to provide a written explanation following
notification of delayed disclosure if the FCA requests it.

Two respondents felt that issuers/EAMPs should automatically provide a written explanation,
suggesting that delays should be at a minimum to ensure investors have relevant information
quickly to make decisions.

Two respondents indicated that an accurate response depended on the findings of the ESMA
consultation paper and our consultation, CP15/38. One respondent noted that activities are not
yet planned so the number of notifications may change.

One respondent said it was difficult to provide a meaningful estimate but they expected 2-5
notifications per company with the caveat that notifiable events can happen every day. The
same respondent added that small and mid-size quoted companies could have higher instances

Financial Conduct Authority April 2016 11
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3.8

3.9

3.10

3.1

3.12

3.13

of the delay of publication of inside information than larger companies due to the fact that
they, by the nature of being growth companies, frequently are fundraising, issuing shares and/
or participating in M&A activities. Another respondent said approximately 2-3 notifications
per year would be made but this would depend on the activities of the company. A further
respondent said notifications would be minimal.

Six respondents indicated it would be too burdensome for firms to supply information
automatically. Of these, one firm said it would depend on the provision of clear guidance from
the FCA as to the type and deadline of explanations. A second respondent stated it would
impact small to mid-sized firms the most as they are high growth and therefore constantly
fundraising, issuing shares or partaking in M&A activities.

Three respondents did not feel it would be burdensome to supply information automatically.
One respondent felt that records would have to be kept in either instance.

Our response

The views of most respondents support the Treasury and the FCA's proposal
and, while there were differences of opinion of the degree of burden it would
impose, no significant benefits from imposing this additional requirement
were identified. So the Treasury and the FCA are maintaining this as proposed
and we anticipate that the Statutory Instrument will include that the issuer/
EAMP should provide a written explanation of the delayed disclosure of inside
information only upon the FCA's request.

Q4: Do you agree with our proposal to adopt the €5,000
threshold? If not, please specify the EU Market
conditions that you consider would justify the decision
to increase it to €20,000.

Q5: Please provide quantitative data on the number of
transactions you would have to notify at a threshold at
€5,000 and €20,000 respectively in a calendar year?

Ten out of 25 respondents agreed with our proposal to set the threshold at €5,000. Five of
these respondents said they would need further guidance to convert these transactions from
EUR to local currency.

Several respondents stated they would prefer no threshold, although one accepted this was
already set in Level 1 text. One said disclosing all transactions would help retain accurate records
of dealings by directors and their connected persons, and promotes transparency. Others said
there is potential for operational risk should aggregate threshold reporting events be missed.

A further two respondents replied they would prefer a €20,000 threshold as a lower threshold
can overwhelm the market with non-important information but did not provide further details
on the specific market conditions needed to justify the higher threshold.

One respondent said there would be an extra 17 notifications out of 260 for the year between

the two thresholds; another respondent mentioned an extra notification per year. Below is a
breakdown of estimates provided by other respondents:

April 2016 Financial Conduct Authority
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e 12 notifications per year with a €5,000 threshold and 11 notifications with a €20,000

threshold

e 156 notifications per year with a €5,000 threshold and 117 notifications with a €20,000

threshold

e 236 notifications per year with a €5,000 threshold and 219 notifications with a €20,000
threshold. The respondent estimates there would be 260 notifications with no threshold.

Our response

Most respondents supported the proposal for the €5,000 threshold. Although
there are differences in the number of notifications that will be submitted
between the two thresholds, evidence from respondents indicates this difference
is not significant. We have not received evidence of market conditions that
would be sufficient justification for setting the thresholds at €20,000. We are
therefore maintaining our position of setting the threshold at €5,000 pursuant
to Article 17(8) EU MAR and will not at this stage be increasing the threshold
t0 €20,000.

We note the feedback made for issuers to disclose all transactions, on a voluntary
basis, regardless of the €5,000 threshold. Issuers may do this if they wish.

We note the request for further guidance on how currency conversions from
EUR to local currencies would work under the proposed threshold. ESMA is
currently considering this issue.

The position has been reflected in the new DTR 3.2.1BG in Appendix 1.

MAR 1: Code of Market Conduct (CoMC)

3.14 We received some general comments in responses to MAR 1 about our approach including
how we referenced EU MAR text, recitals and how some of the provisions have been redrafted.
These comments were not specific to MAR 1 and arose for other Sourcebooks as well. Please

see Chapter 2 for our response on these issues.

MAR 1.1 Application and interpretation

3.15 In our CP, we proposed several amendments to MAR 1.1 which largely reflected the change in

status of the MAR 1 sourcebook as a whole.

Financial Conduct Authority

Q6: Do you have any comments or suggestions with the

proposed amendments to MAR 1.1? If yes, please provide
rationale, ideally on a per-provision basis, suggesting a
different approach.
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3.16

3.17

3.18

3.19

3.20

3.21

3.22

One respondent asked if we could change the name of MAR 1 to avoid confusion with EU
MAR.

Two respondents agreed with our approach of seeking to maintain as much guidance as
possible.

Two respondents raised concerns about the change of language of remaining provisions across
the MAR 1 chapter.

One respondent disagreed with the overall approach of removing provisions and replacing
them with signposts to EU law, and requested interactive hyperlinks to the EU legislation rather
than static signposts.

Two respondents also suggested that the cross reference in the application note was incorrect.

Our response

As described in Chapter 2 we maintain our approach of removing Handbook
provisions which overlap with provisions of EU MAR. Where possible, we still
propose to identify the equivalent EU MAR provision and signpost readers to
that provision.

Given that the MAR 1 chapter is part of the wider MAR sourcebook, we are not
able to change the name of this particular sub-chapter.

Please see Chapter 2 for our position on hyperlinks.

We have amended the incorrect reference to MAR 1.6.6G in the application
note.

MAR 1.2 Market abuse - general

In CP15/35, we proposed several amendments to MAR 1.2 which were largely the result of the
overlap between provisions in MAR 1.2 and Articles 2, 7 and 8 EU MAR.

Q7: Do you have any comments or suggestions on the
proposed amendments to MAR 1.2? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

Five respondents provided comments on our proposals on MAR 1.2, including, but not limited
to the following:

e One respondent suggested to add ‘or OTF after ‘reqgulated market or MTF’ in MAR 1.2.5G
under both point (a) and (b) and suggested adding a note stating that EU MAR rules will
become applicable to OTFs only on the date MIFID Il will apply, and to replace "prescribed
market’ with ‘trading venue’ in MAR 1.2.12G(1).

e One respondent suggested that MAR 1.2.8G seems to go beyond the scope of EU
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MAR Article 8(4), in that Article 8(4) states that it applies to any person who possesses
inside information where they ought to know that it is inside information and that MAR
1.2.8G adds the condition that they know or ought to know that they received the inside
information from an insider.

e Two respondents asked us to keep MAR 1.2.12G(5), suggesting it was consistent with
Recital 28 of EU MAR.

¢ In relation to MAR 1.2.16G, one respondent requested further guidance on what would
constitute a pending order.

e Respondents also commented more broadly on the change of language on remaining
provisions within MAR 1.2.

Financial Conduct Authority

Our response

MAR 1.2.5G provides guidance on behaviours prior to a request for admission to
trading and the admission to or the commencement of trading. Such behaviour
is not applicable to OTFs as the scope of EU MAR in Article 2(1) only covers
financial instruments traded on an OTF, as opposed to financial instruments
admitted to trading or for which a request for admission to trading has been
made in the case for MTFs and regulated markets. So we do not believe any
further amendments are required.

With regards to the request to refer to Recital 28 within MAR 1.2.12G(5) please
see our response on the referencing of recitals in Chapter 2.

On the suggestion that MAR 1.2.8G goes beyond the scope of EU MAR
Article 8(4) by elaborating on what ‘ought to know’ means, we maintain that
an amended MAR 1.2.8G provides additional interpretative guidance on the
final indent of Article 8(4) EU MAR on when a person who possesses inside
information knows or ought to know that it is inside information. So we wiill
conform and maintain this provision.

We have maintained MAR 1.2.16G in amended form. We did not consult to
review and expand on existing guidance so we do not propose at this stage, any
further guidance on the topic of what constitutes a ‘pending order’.

Regarding the change of language used across several provisions in MAR 1.2,
please see Chapter 2 for an explanation of why redrafting of some provisions
iS necessary.

With regard to MAR 1.2, we will not be amending the proposals set out in
CP15/35.

April 2016
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3.23

MAR 1.3 Market abuse - insider dealing

In CP15/35, we proposed amendments to several provisions within MAR 1.3, which were
largely the result of the overlap between the provisions within MAR 1.3 and Articles 7, 8 and
9, in light of Recital 30, of EU MAR.

Q8: Do you have any comments or suggestions on the
proposed amendments to MAR 1.3? if yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

e One respondent questioned removing the references to trading information across MAR
1.3, while one explicitly supported our approach to MAR 1.3.2G including the removal of
the reference to trading information

e Two respondents asked why we wanted to remove MAR 1.3.3E dealing with when a person
has not acted on the basis of inside information, suggesting this was not incompatible with
EU MAR

e Two respondents questioned the removal of MAR 1.3.5E relating to Chinese Walls

e Three respondents questioned the removal of MAR 1.3.7C which elaborates on the
legitimate business of market makers

* One respondent said we should keep MAR 1.3.11E, 1.3.12C and 1.3.13G

¢ One respondent questioned the removal of MAR 1.3.19G(2) which relates to determining
whether a person’s behaviour is for the purpose of proceeding with a merger or public
takeover

* Onerespondent asked why we wanted to amend MAR 1.3.23G which relates to descriptions
of inside information in the context of commodity derivatives, suggesting that the proposed
wording was no longer sufficiently precise

e Two respondents commented more broadly on the change in language on remaining
provisions within MAR 1.2

Our response

Article 7 EU MAR describes inside information. One argument put forward
by respondents was that MAR 1.3.2G is a non-exhaustive list, providing an
opportunity to opine further on what constitutes inside information. However
MAR 1.3.2G relates to examples of behaviour that may amount to insider dealing
rather than relating to what does and does not constitute inside information.
We maintain that the concept of trading information is irreconcilable with EU
MAR, so will not amend our approach. Although we do not intend to signpost
to Recitals for the reasons explained in Chapter 2, please note that EU MAR
Recital 30 provides useful colour on the topic of legitimate behaviour.

Article 9 EU MAR provides very similar provisions to what is currently in
MAR 1.3.3E. Article 9 EU MAR describes what is legitimate, rather than what
is not. MAR 1.3.3E describes both. We do not regard Article 9 EU MAR as
ambiguous, so do not believe we need to make things clearer by issuing
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guidance. MAR 1.3.3E (1) goes slightly further than its near-equivalent in Article
9(3)(@a) EU MAR but the two provisions have the same purpose, negating the
need to retain this domestic provision. As explained in Chapter 2, we have
opted to not provide signposts to Recitals in the Handbook itself, but users may
find helpful information in EU MAR Recital 30.

While the phrase ‘Chinese wall’ does not feature in EU MAR, the requirement
to establish, implement and maintain internal arrangements in Article 9(1)(a)
EU MAR mirrors MAR 1.3.5E. So we will not be reinstating MAR 1.3.5E, but we
will add an appropriate signpost.

The contentof MAR 1.3.7C s broadly mirrored in Article 9(2)(a) EU MAR, however
we agree that the clarification that legitimate business includes ‘entering into
an agreement for the underwriting of an issue of financial instruments’ would
provide additional comfort and is compatible with EU MAR. So we will retain
this provision in an amended form. We have also provided a note to Article 9(2)
(@) EU MAR as we recognise there is significant overlap.

In relation to the removal of MAR 1.3.11E, 1.3.12C and 1.3.13G we maintain
that none of these provisions are compatible with EU MAR and will not be
reinstating them. We have amended the signposts following feedback that the
ones proposed were not fully equivalent.

MAR 1.3.19G(2) states that if a transaction is for the sole purpose of gaining
control or effecting a merger, this is a factor to be taken into account in
determining whether a person’s behaviour is for the purpose of proceeding
with a merger or takeover. We maintain that this is sufficiently covered in Article
9(4) EU MAR so will not reinstate this piece of guidance.

In response to the suggestion that our amendments to MAR 1.3.23G were
insufficiently precise, we remind readers that changes proposed in CP15/35
were made to conform to EU MAR. This provision will have to be reviewed in
light of the publication of ESMA's Guidelines made under Article 7(5) EU MAR.

MAR 1.4 — market abuse (improper disclosure)

3.24 In our CP, we proposed several amendments to MAR 1.4, which largely reflected the overlap
between the provisions within MAR 1.4 and Article 10 EU MAR.

Q9: Do you have any comments or suggestions on the
proposed amendments to MAR 1.4? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

3.25 Four respondents provided comments on our proposals to MAR 1.4. These broadly related
to the change of language across various MAR 1.4 provisions, and the lack of copy-out or
reference to the new Market Soundings regime in Article 11 EU MAR. One respondent also
suggested that MAR 1.4.4G should refer to the disclosure requirements rather than Part 6
FSMA.
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3.26

Our response

Please see Chapter 2 for our position on the adaptation of language across
several Handbook provisions and our position on copy-out. We maintain that
the reference to FSMA Part 6 rules is adequate. We shall not be amending our
approach.

MAR 1.6 — market abuse (manipulating transactions)

In CP15/35, we proposed several amendments to MAR 1.6, which were largely as a result of
the overlap between the provisions within MAR 1.6 and Annex 1 and the delegated acts under
Article 12(5) EU MAR.

Q10: Do you have any comments or suggestions on the
proposed amendments to MAR 1.6? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

e Two respondents commented more broadly on the change of language across several
retained MAR 1.6 provisions

* One respondent requested to maintain MAR 1.6.4E(2) suggesting this provision was not
contrary to EU MAR

e One respondent supported our proposed amendments to MAR 1.6.3G

* One respondent requested to maintain MAR 1.6.10E suggesting this provision was not
contrary to EU MAR

e Two respondents requested to maintain an amended MAR 1.6.15E, suggesting that the
provision was not inconsistent with the delegated acts and was helpful to retain

e One respondent requested guidance on what could be deemed to be benchmark
manipulation

Our response

We have considered the feedback provided by respondents. For the vast majority
of provisions that we had proposed to remove in CP 15/35, we maintain that
there is significant overlap with the provisions within the delegated acts under
Article 12(5) EU MAR and will not be making any changes.

However, given that that the list of indicators provided in the EU texts are
non-exhaustive, and recognising that certain aspects of MAR 1.6 are not fully
duplicated in the EU texts, we have concluded to maintain MAR 1.6.10G, MAR
1.6.15G(3) and (4) in an amended form.
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Regarding the request for further guidance on what constitutes benchmark
manipulation, please see Chapter 4 for our position on matters outside the
scope of CP 15/35.

Q11: As discussed in paragraph 4.49 above and also discussed
in paragraphs 4.52, 4.55 and 4.86, we propose to delete
some potential indicators of behaviour such as those
included in MAR 1 and SUP 15.10 Annex 5 from the
Handbook and, instead, direct the industry to the list
of indicators provided under the delegated acts under
Art 12(5). If you disagree with this approach, please
suggestive an alternative approach with rationale,
and indicate, if relevant, whether there are particular
indicators proposed for deletion which should be
preserved and why.

3.27 Requests to maintain specific provisions have been covered under their respective areas i.e.
MAR 1.6, 1.7 and 1.8. Comments that related to the broad approach taken towards indicators
included:

e Two respondents requested that we copy out indicators in the EU texts directly into the
Handbook

e One respondent supported the approach taken, but requested interactive hyperlinks to the
relevant EU provisions

e One respondent requested specific guidance on ‘phishing’ and ‘smoking’, suggesting the
EU text lacked clarity on this

e One respondent requested a statement in the Handbook on how the FCA will deal with
evidence that such indicative behaviour has taken place

* One respondent suggested that the FCA re-consult on this issue once the draft delegated
acts had been made final

Financial Conduct Authority

Our response

As mentioned in our response to Q10, we maintain that the vast majority of
indicative behaviours within MAR 1 are duplicated within the EU texts. So for
most provisions, we will not be making any changes.

Please see Chapter 2 for our position on direct copy out and Chapter 4 for our
position on requests for guidance that were outside the scope of CP15/35.

As explained in CP15/35, there is a dependency for our proposals on the
finalisation of the Level 2 texts under EU MAR. The delegated regulation
published in draft form by the Commission on 18 December 2015 was published
in the Official Journal on 6 April 2016. We do not believe this requires any
changes to our proposals.
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Regarding the request for clarity on how the FCA will deal with evidence that
such indicative behaviour has taken place, this is outside the scope of CP15/35
so we do not propose to provide guidance as part of this PS.

MAR 1.7 - market abuse (manipulating transactions)

3.28 In CP15/35 we proposed amendments to MAR 1.7 due to the overlap in provisions within
MAR 1.7 and Annex 1(B), Article 12 and the delegated acts under Article 12(5) EU MAR.

Q12: Do you have any comments or suggestions on the
proposed amendments to MAR 1.7? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

3.29 Three respondents provided comments on our proposals to MAR 1.7.
e One respondent suggested copying out the EU texts into the Handbook.

e One respondent noted a discrepancy in the draft instrument text which made reference to
a technical standard instead of a delegated act.

* One respondent recognised that much of MAR 1.7 is duplicated in the EU texts but
requested to maintain MAR 1.7.2E(2) in an amended form.

Our response

As mentioned in our response to Q10 and Q11, we maintain that the vast majority
of provisions within MAR 1.7 are overlapped by the indicators of manipulation
within the EU texts. In response to the request to maintain MAR 1.7.2E(1), we
direct readers to Article 12(2)(d) EU MAR and have provided a signpost to this
provision in the Instrument. Please see Chapter 2 for our position on copy out.

MAR 1.8 — market abuse (dissemination)

3.30 In CP15/35 we proposed amendments to MAR 1.8 which were largely due to the overlap in
provisions within MAR 1.8 and Article 12 EU MAR.

Q13: Do you agree with the proposed amendments to MAR
1.8? If not, please provide your rationale, ideally on a
per-provision basis, suggesting a different approach.
3.31  Four respondents provided comments on our proposals to MAR 1.8.

e One respondent agreed with the proposed approach.

e One respondent requested to copy out the relevant EU provisions into the chapter.
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e Two respondents suggested that the wording ‘could reasonably be expected to have
known’ was helpful in clarifying what is meant by ‘ought’ in Article 12(1)(d) and suggested
it should be retained.

e One respondent requested to maintain MAR 1.8.6G in an amended form, suggesting it is
not incompatible with EU MAR.

Our response

As mentioned in our response to previous questions, we maintain that
some of the provisions within MAR 1.8 are overlapped by the indicators of
manipulation under Article 12(5) EU MAR. We maintain that we are unable
to retain the wording ‘could reasonably be expected’ as this does not align
with EU MAR. However we have noted respondents’ comments to retain as
much guidance in this area as possible, and have concluded to retain MAR
1.8.6(1)E in an amended form, as this aligns with Article 12(1)(c) EU MAR and is
not contradicted by the level 2 indicators. Please see Chapter 2 for our position
on copy out.

MAR 1.9 - market abuse (misleading behaviours) and market abuse (distortion)

3.32 In CP15/35 we proposed amendments to MAR 1.9 which were largely due to the overlap in
provisions within MAR 1.9 and Article 12 EU MAR.

Q14: Do you have any comments or suggestions on the
proposed amendments to MAR 1.9? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

3.33  One respondent provided comments to our approach to MAR 1.9. The respondent requested
to copy-out the provisions of Article 12(1)(c) EU MAR into this chapter of the Handbook.

Our response

Please see Chapter 2 for our position on copy out. We shall not be amending
our proposals.

MAR 1.10: Statutory exemptions

3.34 In CP15/35 we proposed amendments to MAR 1.10 which were largely due to the overlap
between the provisions in MAR 1.10 and Article 5 EU MAR and the delegated acts under
Article 5(6) EU MAR.
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3.35

3.36

Q15: Do you have any comments or suggestions on the
proposed amendments to MAR 1.10? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

Two respondents provided comments on our approach to MAR 1.10. One respondent requested
to copy out relevant provisions in the EU texts into the Handbook. Another respondent
guestioned the change in language in MAR 1.10.4G, 1.10.5G and 1.10.6G, and requested to
maintain MAR 1.10.1G(3), suggesting that this provision provides helpful clarification for the
market.

Our response

Please see Chapter 2 for our positions on copy out and the change in language
across several provisions. Regarding the request for guidance that buyback
programmes conducted outside the scope of the exemption not necessarily
being considered abusive, this is not within the scope of our current consultation
but rather a request for new guidance on EU MAR. We have listed areas where
such guidance has been requested in Chapter 4.

We are aware that there have been some changes to the Takeover Code which
have resulted in changes to the numbering of the provisions. We will update the
table within 1.10.5G at a later date to reflect these changes.

MAR 1 Annex 1

Q16: Do you have any comments or suggestions on the
proposed amendments to MAR 1 Annex 1? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

Two respondents provided comments on our approach to MAR 1 Annex 1. One respondent
requested direct copy out of the relevant EU provisions into this chapter of the Handbook.
Another respondent requested to maintain Annex 1.1.8G which clarifies that disclosure through
a regulatory information services constitutes adequate public disclosure; and sought guidance
on how issuers can fulfil the reporting requirement under the technical standards, and the
application of the rules to purchases made on a riskless principal basis.

Our response

We will reinstate an amended Annex 1.1.8G which gives guidance on what we
accept as adequate public disclosure. Please see Chapter 2 for our position on
copy out. Please see Chapter 4 for our position on requests for guidance that
were outside the scope of CP15/35. We still intend to amend the rest of MAR
1 Annex 1 on the basis of what was proposed in the consultation. There is a
close relationship between the provisions on buy-back programmes and those
on stabilisation. As a result, we are delaying these changes proposed for MAR
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1 Annex 1. See below in the section relating to MAR 2, that we are waiting for
the final EU legal text on which to base our changes.

MAR 1 Annex 2

Q17: Do you have any comments or suggestions on the
proposed amendments to MAR 1 Annex 2? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

3.37 One respondent provided comments to our proposals to MAR 1 Annex 2. The respondent
requested direct copy out of the relevant EU provisions into this chapter of the Handbook.

Our response

Please see Chapter 2 for our position on copy out. We will not be making any
changes to our proposals.

MAR 2: Stabilisation

Q18: Do you have any comments or suggestions with the
changes proposed to MAR 2? If yes, please provide your
rationale, ideally on a per-provision basis, suggesting a
different approach.

3.38  We received two responses on our proposals to MAR 2. One respondent commented on how
our proposed changes to MAR 2, alongside changes in the Treasury’s statutory instrument,
presented uncertainty to the industry in terms of what protections are available to them for
stabilisation activity from July 2016. Another respondent requested a copy out of the relevant
EU MAR and Level 2 texts into this part of the Handbook.

Our response

We have considered the responses and have concluded that it is possible to
retain a supplementary domestic safe harbour which protects against a criminal
allegation under behaviour under Part 7 of the Financial Services Act 2012,
as this is distinct from the civil safe harbour offered under Article 5 EU MAR.
We intend to amend our Handbook text accordingly, but due to the heavy
dependency of MAR 2 on the technical standards under Article 5(6) EU MAR,
we will need to base our position on the final legal text. We hope that these
will be published promptly so that we can make changes to our Handbook
before 3 July 2016.

With regards to the issue of copy-out, we refer readers to our views set out in
Chapter 2.
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MAR 8: Benchmarks

Q19: Do you have any comments or suggestions on the
proposed amendments to MAR 8.1? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

3.39 One respondent indicated that Articles 2(2), 12 and 15 EU MAR should be copied out in MAR
8.1 rather than signposted to make the Handbook a comprehensive standalone document.

Our response

We note the comment made to provide a copy of Articles 2(2), 12 and 15 MAR
and we direct readers to Chapter 2 of this PS for our approach to copy outs.

SYSC 18: Reporting of infringements

Q20: Do you have any comments or suggestions on the
changes proposed to SYSC 18? If yes, please provide your
rationale, ideally on a per-provision basis, suggesting a
different approach.

3.40 We received one response to our proposal for SYSC 18. The respondent comments that the
scope of SYSC 18 seems narrower than that of the requirement under Article 32(3) EU MAR,
and asks if the signpost is for firms not caught by SYSC 18.

Our response

We note the request to provide clarification to the scope of SYSC 18.

The purpose of the note under SYSC 18.2.2G is to clarify that firms caught by the
requirement under Article 32(3) EU MAR to have in place appropriate internal
procedures for their employees to report infringements of this Regulation, may
choose to have as appropriate internal procedure the requirements set out in
this provision SYSC 18.2.2G. As indicated in CP15/35, firms under EU MAR have
discretion as to how the requirement in Article 32(3) EU MAR is implemented.
If we believe providing guidance in this respect is appropriate, we will do so in
due course.

Therefore we are going ahead with our proposal outlined in CP15/35 for SYSC
18.2.2G but with minor drafting amendments to include a precise reference to
the relevant Article under EU MAR.

The current SYSC 18.2.2G will cease to exist on 7 September 2016 (please
refer to PS15/24 for further information on these changes). We will assess the
necessary changes to the new rules that will enter into effect from 7 September
2016 in light of EU MAR prior to these coming into force.
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COBS 12.4 Research recommendations

3.41 In CP15/35, we proposed several amendments to COBS 12.4, which were largely due to overlap
between provisions with COBS 12.4 and Article 20 and the technical standards under Article
20(5) EU MAR.

Q21: Do you have any comments or suggestions on the
proposed amendments to COBS 12.4? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

e One respondent requested copy-out of all technical standards made under Article 20(5) EU
MAR into COBS 12.4

e Two respondents sought clarity on the extent to which requirements under the Takeover
Code or Listing Rules (such as circulars) constitute investment recommendations

e One respondent suggested that the proposed amended definition in the glossary of ‘non-
independent research’ raised the possibility that very brief sales notes would be described
as non-independent research

e One respondent sought guidance on aspects covered by the technical standards under
EU MAR such as whether informal short-term notes to clients originating from the sales
department constitute investment recommendations and the extent to which shareholdings
of a firm should be aggregated with those of natural persons producing recommendations
in the name of the firm

e Two respondents noted two respective typographical errors.

Our response

As above, please refer to Chapter 2 with regards to our position on copy out.

We maintain our proposed amendment to the definition of ‘non-independent
research’ as this conforms the existing terminology used in COBS 12.4 (research
recommendations) to MAR terminology. Irrespective of this change, provided
that short term sales notes objectively fall under the definition of an investment
recommendation and do not constitute investment research, these have always
been classified as non-independent research.

We have amended our proposals for the typographical errors.
All other responses are outside the scope of this consultation. However, in

Chapter 4, we note the areas highlighted by respondents for further guidance.
We are considering the appropriate approach in these areas.
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SUP 15.10: Reporting Suspicious Transactions

Q22: Do you have any comments or suggestions on the
changes proposed to SUP 15.10? If yes, please provide
your rationale, ideally on a per-provision basis,
suggesting a different approach.

3.42  Five respondents provided comments:
e One requested copy out of the relevant EU provisions into this chapter of the handbook.
e Two respondents sought guidance on the scope of ‘persons professionally arranging or
executing transactions’ within Article 16 EU MAR, and specifically its application to portfolio

management

¢ Two respondents also asked for guidance on the requirement under the technical standards
to deploy surveillance on orders and quotes

* Onerespondent sought guidance on the extent to which automated surveillance is expected

Our response

We refer readers to the level 2 texts under Article 16(5) EU MAR which states
the position on automated surveillance. Please see Chapter 2 for our position
on copy out.

In chapter 4, we list the requests for guidance that were outside the scope of
CP15/35. We will consider an appropriate approach for these issues.

DTR: Disclosure Rules and Transparency Rules

DTR 1.1 - application and purpose (Disclosure rules)

Q23: Do you have any comments or suggestions on our
proposed amendments to DTR 1.1? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

3.43  Five respondents said providing cross reference to the all applicable legislation relevant to the
DTR would help users of the Handbook.

3.44 Arespondent said DTR 1.1.2G should include reference to ‘disclosure requirements’ rather than
‘disclosure obligations’ as the term ‘disclosure requirements’ is proposed as a defined term to
refer to the provisions of Articles 17, 18 and 19 EU MAR.

3.45 Another respondent suggested DTR 1.1.3G should draw attention to the persons it applies to.
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Our response

We understand that providing cross references to all the applicable legislation
in DTR 1.1 would help Handbook users. However, it is not in line with the
approach taken in the rest of the Handbook, therefore we have not made this
change.

Please see Chapter 2 for our further views on cross-references to EU MAR.

We have reviewed the drafting of DTR 1.1.2G and we consider this change
appropriate so we are updating it to replace the terms ‘disclosure obligations’
with ‘disclosure requirements’.

In relation to the comment that DTR 1.1.3G should draw attention to the persons
it applies to, although we acknowledge such information in the introductory
chapter would be helpful, this would not be consistent with the approach
outlined in the CP15/35. We instead invite readers to refer to EU MAR for the
scope of the persons the disclosure requirements apply to.

DTR 1.2 — Modifying rules and consulting the FCA
Q24: Do you have any comments or suggestions on our
proposed amendments to DTR 1.2? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

3.46  One respondent agrees with maintaining the DTRs as they provide a useful source of guidance
and assist companies in implementing the requirements of EU MAR.

3.47  Another respondent indicated it would be helpful to have guidance on the process an issuer
should follow to apply for the dispensation or modification of disclosure guidance.

3.48 Four respondents indicated the FCA will be given the power under Regulation 6 and 7 FSMA to
direct the manner and content of a notification. The same respondents suggested the wording
of DTR 1.2.5G should refer to ‘disclosure guidance’ rather than ‘disclosure requirement’.

Our response

For the guidance requested for the dispensation or modification of disclosure
guidance, as indicated in CP15/35, DTR 1.2.1R, DTR 1.2.2R and DTR 1.2.3G will
be removed as they are no longer compatible with EU MAR. So it would not be
compatible with EU MAR to have dispensation or modification relating to rules
or even in the form of guidance.

In view of comments received in relation to DTR 1.2.5G, we are adjusting this
section by incorporating both ‘disclosure requirement’ and ‘disclosure guidance’
as both are relevant.
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DTR 1.3 - information gathering and publication
Q25: Do you have any comments or suggestions on our
proposed amendments to DTR 1.3? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

3.49 Fourrespondents indicated the relevant provisions of this section should include cross references
to the relevant sections of FSMA.

3.50 Two respondents supported maintaining DTR 1.3.4R as it is important issuers are not permitted
to make RIS announcements containing misleading information, false or deceptive information.
Whilst another said this provision should remain as there is no direct provision in EU MAR.

3.51 Another respondent added that if this provision cannot be maintained, LR 1.3.3R could be
considered an alternative to keeping DTR 1.3.4R.

3.52 The same four respondents indicated the wording in DTR 1.3.6R was changed from ‘must’ to
‘may’ and asks if this represents a change in policy. Another respondent would like further
clarification on what to do outside RIS hours.

3.53 The same respondents indicated the note in DTR 1.3.8R should read ‘Implementing Technical
Standard’ rather than ‘Regulatory Technical Standard’. Another respondent indicated that the
technical standard under Article 17(10) EU MAR should be reproduced rather than having a
signpost.

In response to the comment to maintain DTR 1.3.4R, we confirm this will be
removed from the DTRs because the Treasury is repealing our power to make
disclosure rules. We are, however, continuing to discuss with the Treasury how
this power could be retained in domestic legislation. It should also be noted
that elements of the obligation in DTR 1.3.4R are likely, in the context of EU
MAR, to be covered under Articles 12 and 17.
In relation to the comment made on the similarity between LR 1.3.3R and
DTR 1.3.4R, we consider we cannot use LR 1.3.3R in the same circumstance as
DTR 1.3.4R because it was drafted specifically for purposes under the Listing
Rules that are different to disclosure rules purposes.
Regarding the feedback on DTR 1.3.6R, we direct readers to Chapter 2 of this
Policy Statement regarding redrafting of provisions.
For the cross reference to the level 2 in DTR 1.3.8R, we take note that the
signpost should refer to ‘Regulatory Implementing Standards’ rather than
‘Regulatory Technical Standard’. However as outlined in Chapter 2, we will
revisit including reference to the level 2 once it is published in the OJEU.
For the comment made on providing the copy out of Article 17(10) EU MAR, we
direct readers to Chapter 2 of this PS.
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DTR 1

.4 — suspension of trading

Q26: Do you have any comments or suggestions on our
proposed amendments to DTR 1.4? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

3.54 One respondent suggested maintaining DTR 1.4.2R so issuers are clear about responsibilities
following the suspension of trading because EU MAR does not provide an equivalent provision.

3.55 Five respondents said this section should provide a cross reference to the relevant section of
FSMA and also added that DTR 1.4.4G(1) should refer to Article 17 EU MAR and not just the
‘Market Abuse Regulation’.

Our response

In response to the comment to maintain DTR 1.4.2R, we confirm this will be
removed because the Treasury is repealing our power to make disclosure rules.
However, we accept that this provision provides clarity about responsibilities
during a suspension so we propose to maintain it in the conformed form of
guidance.

We note the request to provide the cross references to the relevant sections of
FSMA. As indicated above, this is not consistent with the approach taken in
the Handbook for other provisions stemming from FSMA. Therefore we do not
propose to make this change.

We also note the request to provide in DTR 1.4.4G(1) a cross reference to
Article 17 EU MAR and not just to the ‘Market Abuse Regulation’. We consider
this change appropriate and we are updating the drafting of this provision to
include this request.

DTR 1.5 - Fees, market abuse safe harbours and sanctions

Q27: Do you have any comments or suggestions on our
proposed amendments to DTR 1.5? If yes, please
provide your rationale, ideally on a per-provision basis,
suggesting a different approach.

3.56 One respondent raised the question if DTR 1.5.2R on safe harbours will be included in FSMA.

3.57 Four respondents suggested a cross reference to the relevant section of FSMA.

Financial Conduct Authority

Our response

We note the comment made for DTR 1.5.2R on safe harbours and have referred
this to the Treasury who will consider this suggestion.

We note the request to provide the cross references to the relevant sections of
FSMA. As indicated above, this is not consistent with the approach taken in the
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3.58

3.59

3.60

3.61

3.62

3.63

Handbook for other provisions stemming from FSMA and therefore we do not
propose to make this change.

DTR 2 - Modifying rules and consulting the FCA

DTR 2.1 - introduction and purpose
Q28: Do you have any comments or suggestions on our
proposed changes to DTR 2.1? If yes, please provide your
rationale, ideally on a per-provision basis, suggesting a
different approach.

One respondent agreed with the proposed changes. We did not receive any responses
disagreeing with the proposal in Q28.

DTR 2.2 - disclosure of inside information
Q29: Do you have any comments or suggestions on our
proposed changes to DTR 2.2? If yes, please provide your
rationale, ideally on a per-provision basis, suggesting a
different approach.

Three respondents suggested amending the note under DTR 2.2.1R to replace the cross
reference  Commission-adopted Regulatory Technical Standards under Article 17(10) of
the Market Abuse Regulation with a reference to the final form of Article 2(1) of the draft
Commission Implementing Regulation included in Annex XIl of ESMA/2015/1455, in relation to
the means for public disclosure of inside information, to make it easier for issuers to identify the
relevant provisions. The same respondents indicate the reference should refer to ‘Implementing
Technical Standard’ rather than ‘Regulatory Technical Standard'.

One respondent suggested maintaining DTR 2.2.4G(1) as it provides a definition of the
reasonable investor and enables to better understand DTR2.25G and DTR2.2.6G.

Two other respondents referred to the change of wording in DTR 2.2.5G(2) asking if the
introduction of the term ’likelihood’ reflects a change in policy of the FCA.

One respondent recommends having a copy out of Article 17(1) EU MAR and the relevant Level
2 provision to make the Handbook a comprehensive standalone document.

Respondents also raised questions on the interpretation of the related Level 1 and Level 2
provisions.

Our response

We note that the signpost under DTR 2.2.1R, should refer to ‘Regulatory
Implementing Standards’ rather than ‘Regulatory Technical Standard’. However
as outlined in Chapter 2, we will revisit including references to the level 2
provisions once they are published in the OJEU.

The change in wording in DTR 2.2.4G(1) does not reflect a change in policy but
is made pursuant to the approach outlined in CP 15/35. We have considered
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the elements raised by the respondent but given the notion of ‘reasonable
investor’ exists in EU MAR and the overlap more specifically with Article 7(4) EU
MAR, we concluded this provision was no longer compatible to maintain. DTR
2.25G and DTR 2.2.6G should therefore be read in light of Article 7(4) EU MAR.

The redrafting of DTR 2.2.5G(2) does not reflect a change in policy but is made
pursuant to the approach outlined in CP 15/35 and reiterated in Chapter 2 of
this PS. To maintain this provision, we therefore need to amend its wording so
it conforms with EU MAR.

For the comment made on providing the copy out of Article 17(1) EU MAR and
the relevant Level 2, we direct readers to Chapter 2 of this PS.

In relation to the implementation of Level 1 and Level 2 provisions outside
of CP15/35, these have been included in Chapter 4 where we list potential
areas for further guidance raised by respondents. We will consider appropriate
approaches in these areas.

DTR 2.3 - publication of information on internet site
Q30: Do you have any comments or suggestions on our
proposed changes to DTR 2.3? If yes, please provide your
rationale, ideally on a per-provision basis, suggesting a
different approach.

3.64 Two respondents said this section should contain a cross-reference to the final form of Article 3
of the draft Commission Implementing Regulation included in Annex XII of ESMA/2015/1455,
in relation to the posting of inside information on a website.

3.65 One respondent indicated DTR 2.3.3R and 2.3.4G should not be removed if there are no similar
provisions in the Level 2.

3.66 One respondent recommended a copy out of Article 17(1) and 17(9) EU MAR rather than
signposted under DTR 2.3.5R to make the Handbook a comprehensive standalone document.

Our response

We note the comment to provide a cross reference to the relevant Level 2
covering the publication of internet sites. However as outlined in Chapter 2, we
will revisit including reference to the Level 2 once it is published in the OJEU.

For DTR 2.3.3R and 2.3.4G, we had reconsidered maintaining these in the form
of guidance but they are being removed because, as outlined in CP 15/35, they
are not compatible with EU MAR.

In respect of the request to provide a copy out of Article 17(1) and 17(9) EU
MAR, please see Chapter 2 for our position regarding copy outs.
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DTR 2.4 - equivalent information
Q31: Do you have any comments or suggestions on our
proposed changes to DTR 2.4? If yes, please provide your
rationale, ideally on a per-provision basis, suggesting a
different approach.

3.67 Three respondents did not provide comments on the proposal but indicated the heading should
be deleted if the whole section is being removed.

3.68 Another respondent said this section should remain because it covers public disclosure of inside
information in other jurisdictions which is not covered in EU MAR.

We have considered the elements raised by the respondent not to delete this
section. However, after further review, we consider that, given the overlap with
Article 17 EU MAR and more specifically with Article 17(10), this section should
be deleted.
We will as a consequence go ahead with the deletion of this section and as a
conseguence delete the title of this section.
DTR 2.5 - delaying disclosure of inside information
Q32: Do you have any comments or suggestions on our
proposed changes to DTR 2.5? If yes, please provide your
rationale, ideally on a per-provision basis, suggesting a
different approach.

3.69 Respondents said the FCA should only consider changes to the Handbook once the Guidelines
have been published and they added that if the Level 1 and Level 2 measures are insufficient we
should ensure that appropriate guidance is provided so EU markets can function properly. They
believe guidance included in DTR 2.5 should be maintained and we should consider a deletion
only once the ESMA Guidelines under Article 17(11) EU MAR are produced. One of these
respondents also provided some elements to clarify the application of the ESMA Guidelines
based on the Draft ESMA Guidelines (ESMA/2016/102).

3.70 For DTR 2.5.1R, three respondents indicated it would be helpful to have a cross reference to the
relevant Level 2 under Article 17(4) and 17(5) EU MAR. Another respondent said the element of
confidentiality owed to the issuer by the person receiving the information does not appear to
be covered by EU MAR. They recommended this clause should be retained to protect the issuer
from a breach of confidentiality and unauthorised disclosure of inside information, especially as
a duty of confidentiality is acknowledged under DTR 2.5.7(2)G and DTR 2.6.4G.

3.71 Several respondents also asked us to provide guidance on the method of notification of the
written explanation to the FCA when there is, pursuant to Article 17(4) EU MAR, a delay in the
disclosure of inside information.

3.72  For DTR 2.5.3R, four respondents indicated it would be helpful to have a cross reference to
the relevant Level 2 under Article 17(4) EU MAR and added this provision should be amended
in due course to reflect the content of the ESMA Guidelines under Article 17(11) once they are

32 April 2016 Financial Conduct Authority



Implementation of the Market Abuse Regulation (2014/596/EU) PS16/13

3.73

3.74

3.75

3.76

3.77

finalised. According to these respondents, a copy out of the ESMA Guidelines would be more
helpful than providing a cross reference to the ESMA Guidelines.

For DTR 2.5.5@G, the same four respondents said they did not comment on the last sentence as
they note its proposed deletion in CP15/38.

One respondent recommended having a copy out of Article 17(5) and 17(8) EU MAR to make
the Handbook a comprehensive standalone document rather than to provide a signpost under
DTR 2.5.5(A)R and DTR 2.5.6R.

For DTR 2.5.7G(2), four respondents note the addition of the word ‘may’ at the end of the first
paragraph and ask if this reflects a change in policy.

Of the six responses received to CP15/38, five agreed with the proposal to delete the last
sentence. Of those five respondents, one agreed that DTR 2.5.5G requires amendment but
expressed concern that the deletion of the last sentence may create further uncertainty which
could be addressed through further guidance. Another of the five respondents also supported
the proposed amendment but only with further guidance in order for issuers to understand
whether they have any greater latitude as a result of the deletion.

A different respondent considered that the proposed deletion should not be made as it would
be interpreted as a relaxation of ‘circumstances that can justify the legitimate delay of the
disclosure of inside information beyond those that had previously been understood’.

Our response

We note the comments made by several respondents on the ESMA Guidelines
under Article 17(11) EU MAR but because they have not yet been finalised, we
are maintaining the elements outlined in our proposal in CP15/35. We wiill
reassess the status and continuance of DTR 2.5 in due course once we have
more certainty on the content of the ESMA Guidelines.

This also applies with respect to DTR 2.5.5G. In light of the requests for further
guidance from respondents to CP15/38 and the probability that this provision
will need to be amended once the ESMA Guidelines are available, for the time
being, we will maintain this provision in the form set out in CP 15/35.

For the comment on ensuring the duty of confidentiality owed to the issuer in
DTR 2.5.1G, we consider there is overlap with Article 17(4) and 17(5) EU MAR
so we are maintaining our proposal. In the course of this review we however
identified there was also overlap with Article 17(8) EU MAR. We will therefore
update the cross reference under proposed DTR 2.5.1EU to also include a
reference to Article 17(8) EU MAR.

In relation to the addition of the word ‘may’ in DTR 2.5.7G(2), this change is
made to conform with EU MAR. Please see Chapter 2 for our approach on the
redrafting of Handbook provisions.

In respect of the requests to provide a cross references under DTR 2.5.1R and
DTR 2.5.3R as well as a copy out of Article 17(5) and 17(8) EU MAR, please see
Chapter 2 for our position regarding cross references and copy outs.
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Please see our response to Q1, 2 and 3 for our approach on the written
explanation in cases of delayed disclosure only upon request of the FCA. The
FCA will indicate on its website in due course the electronic means to submit
the information.

DTR 2.6 — control of inside information
Q33: Do you have any comments or suggestions on our
proposed changes to DTR 2.6? If yes, please provide your
rationale, ideally on a per-provision basis, suggesting a
different approach.

3.78 One respondent supported the proposed retention of guidance in DTR 2.6.
3.79 Two respondents agreed with the proposal to change DTR 2.6.1R from a rule to guidance.

3.80 Two other respondents indicated the same provision should have a cross reference to the
ESMA draft text in its final report to the final form of Article 4(1)(c)(i) of the draft Commission
Implementing Regulation included in Annex XII of ESMA/2015/1455. This is in relation to the
requirement to record evidence of the information barriers put in place where disclosure of
inside information is delayed in reliance on Article 17(4) EU MAR.

3.81 The same respondents said DTR 2.6.3G should also have a have a cross reference to the final
form of Article 4(1)(c)(ii) of the draft Commission Implementing Regulation included in Annex
XIl of ESMA/2015/1455. This is in relation to the evidence required of information barriers and
the arrangements put in place where confidentiality is no longer ensured.

3.82 Onerespondent recommends having a copy out of Article 17(7) EU MAR to make the Handbook
a comprehensive standalone document.

Our response

In respect of the request to provide a cross reference and a copy out of
Article 17(7) EU MAR, please see Chapter 2 for our position regarding cross
references and copy outs.

DTR 2.7 — dealing with rumours
Q34: Do you have any comments or suggestions on our
proposed changes to DTR 2.7? If yes, please provide your
rationale, ideally on a per-provision basis, suggesting a
different approach.

3.83 One respondent recommended having a copy out of Article 17(7) EU MAR to make the
Handbook a comprehensive standalone document.

3.84 Another respondent noted the proposed text in DTR2.7.3G is not consistent with Article 17(7)
EU MAR whilst three other respondents consider the language is weakened and is a significant
change to the previous wording. The respondents ask the FCA to clarify whether this represents
a change in expectations regarding issuers’ comments on false rumours.
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Our response

In respect of the request to provide a copy out of Article 17(7) EU MAR, please
see Chapter 2 for our position regarding copy outs.

The change in wording in DTR 2.7.3G does not reflect a change in policy but is
made pursuant to the approach outlined in CP 15/35. We have considered the
elements raised by the respondent but in order to retain this provision, we are
maintaining the wording set out in our proposal so it conforms with EU MAR.

DTR 2.8 - insider lists
Q35: Do you have any comments or suggestions on our
proposed changes to DTR 2.8? If yes, please provide your
rationale, ideally on a per-provision basis, suggesting a
different approach.

Two respondents indicated the cross reference in DTR2.8.3R should include a reference to the
final form of Article 2 of the draft Commission Implementing Regulation included Annex XIII of
ESMA/2015/1455, in relation to the format for drawing up and updating the insider list".

Several respondents ask the FCA to specify the electronic means that issuers should use to
submit insider lists referred to Article 2(5) of Commission Implementing Regulation included
Annex XlIl of ESMA/2015/1455.

Two other respondents ask the FCA to provide a copy out of Article 18 EU MAR and all the
relevant level 2 provisions.

In relation to DTR 2.8.8G, one respondent does not consider it is incompatible with EU MAR
and adds it should be maintained to clarify how issuers should deal with the part of the insider
list maintained by advisors.

Respondents also raised several questions on the interpretation of the related Level 1 and
Level 2 provisions which are included in Chapter 4 listing potential areas for further guidance
raised by respondents. We will consider the appropriate approach in each of these areas.

Our response

We note the request to amend the cross reference to proposed DTR 2.8.3EU
to include a reference to the Level 2. Please see Chapter 2 for our position
regarding cross references.

For our approach to copy outs, please also refer to Chapter 2 for our general
approach.

In relation to the electronic means to submit insider lists, the FCA will provide
the relevant information on its website in due course.

Regarding the comment to maintain DTR 2.8.8G, we reviewed our proposal but
we consider it would be incompatible with Article 18(1) EU MAR to maintain
this provision, even in the form of guidance.
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DTR 3 - Transactions by persons discharging managerial responsibilities and their
connected persons

Q36: Do you have any comments or suggestions on our
proposed changes to DTR 3? If yes, please provide your
rationale, ideally on a per-provision basis, suggesting a
different approach.

3.90 Two respondents suggested including a copy out of the legislation rather than signposts to
make the Handbook a comprehensive standalone document.

3.91 Three other respondents suggested including a cross-reference to the closed period provisions
(in EU MAR Article 19(11) and 19(12) and the delegated acts to be adopted under Article 19(13)
EU MAR) given they are key aspects of the disclosure requirements set out in Article 19 EU
MAR.

3.92 The same three respondents indicated DTR 3.1.1G should be amended at the end to reflect
the wider scope of Article 19 EU MAR, to refer not only to shares and derivatives and other
financial instruments related to those shares, but also to debt instruments and derivatives and
other financial instruments related to those shares. One of these respondents also added that
to avoid confusion, the reference to ‘connected person’ should be replaced by ‘person closely
associated’, with the Glossary definition being ‘as defined in Article 3(1)(26) of EU MAR'.

3.93 These respondents also suggest including a reference to Article 19(1) EU MAR (or possibly to
Article 19(1) to 19(10)) EU MAR and not to the whole of Article 19 EU MAR as the prohibition
on PDMR dealing in Article 19(11) EU MAR is separate. According to the respondents, this
cross reference should be made to the list of notifiable transactions set out in Article 10(2)
of the Draft Commission Delegated Regulation published on 17 December 2015 (Delegated
Regulation).

3.94 One respondent indicated proposed DTR 3.1.2(A)G should have a reference to Article 3(1)(25)
EU MAR whilst another indicated it should have a cross reference to Article 10 of the draft
Commission Delegated Regulation of 17 December 2015 which sets out the types of notifiable
managers’ transactions to be disclosed un Article 19(1) EU MAR.

3.95 In relation to the same provision, one respondent indicated it would be helpful to have the
relevant threshold per calendar year in pounds sterling. If this is not possible, the respondent
provides suggested wording to include in the Handbook to reduce uncertainty that the
threshold is not increased under Article 19(9) EU MAR but remain the one under Article 19(8)
EU MAR. Another respondent said the issuer should have discretion to implement a process to
require PDMRs to disclose all dealings to the company regardless of the notification threshold.
The respondent believes this helps retain accurate records of dealings by directors and their
connected persons, and promotes transparency.

3.96 Onerespondentsuggested DTR 3.1.3G should replace the cross reference ‘Commission-adopted
Implementing Technical Standards under article 19(15) of the Market Abuse Regulation’ with a
reference to the final form of Article 2 of and the Annex to the draft Commission Implementing
Regulation included in Annex XIV of ESMA/2015/1455, in relation to the format and template
for the notification. The same respondent asked if the FCA will make a UK version of a template
for notifications available on its website with a cross reference in the Handbook to locate it. It
added the template of the draft implementing regulation includes cross references to other EU
legislation, including MiFID regulations, which have not yet been created. The template is not in
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a form that is usable in practice by PDMRs and persons closely associated with them so there is
a need for a template to be used in practice for notifications. Another two respondents asked if
the FCA will be producing forms for PDMRs notifications to comply with Article 19(6) EU MAR
and include a cross reference to where the form can be found.

3.97 For DTR 3.1.4R, three respondents indicated it would be helpful to include a cross reference to
Article 19(3) EU MAR.

3.98 Three respondents indicated DTR 3.1.5R should reference Article 19(6) EU MAR or provide
other helpful guidance on what the disclosures should contain. One of these respondents
further added that DTR 3.1.7G should provide a link to the notification template once it is made
available by the European Commission.

3.99 Respondents also raised several questions on the interpretation of the related Level 1 and
Level 2 provisions which is included in Chapter 4 which lists potential areas for further guidance
raised by respondents.

Our response

We note the request to provide cross references and copy outs of Article 19(3),
19(11) and 19(12) EU MAR, please see Chapter 2 for our position regarding
cross references and copy outs.

We acknowledge that Article 19(11) and 19(12) EU MAR are key aspects of
the disclosure requirements in EU MAR. However, because they do not have
similar pre-existing provisions in the DTRs, it would not be compatible with the
approach outlined in CP 15/35 to include cross references.

We have made the consequential change to DTR 3.1.1G so the provision refers
to the wider scope of Article 19 of EU MAR to also include debt instruments
and derivatives and other financial instruments related to shares.

We acknowledge the comments made to replace ‘person closely associated’
with ‘connected person’ however the change would result in having several
variations of the same term as it also used in other parts of the Handbook. As
the glossary definition has been updated to incorporate the EU MAR definition
of Article 3(1)(26), we therefore do not consider appropriate to make the
requested change.

As for providing a reference to the applicable threshold to report notifications,
we would like to draw attention to the existing proposal with new DTR 3.1.2(B)
G toinclude an indication that the applicable threshold is set under Article 19(8)
EU MAR.

With regard to the disclosure of all dealings, we remind readers the threshold of
Article 19(8) EU MAR applies to all subsequent transaction once a total amount
of € 5000 has been reached within a calendar year. As per our response to Q1,
2 and 3 above, should issuers, PDMRs and their persons closely associated with
them wish to disclose, on a voluntary basis, all transactions regardless of the
threshold, they can do so. We are therefore going ahead with our proposal to
include DTR 3.1.2(B)G.
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In relation to the comment to provide a cross reference under deleted DTR
3.1.3R, we note such cross reference is already provided in our proposal.
However, as already outlined in Chapter 2 of this PS, all cross references to
Level 2 measures are uncertain until the finalised text exists.

In respect of the request to include a cross reference to Article 19(6) EU MAR
under DTR 3.1.5R, we do not consider it would be appropriate and could lead
to confusion considering that DTR 3.1.3R and DTR 3.1.4R are being deleted.
We would also highlight that a cross reference will be provided under what was
DTR 3.1.3R, now 3.1.3A EU.

For the request to provide a link to the notification template under DTR 3.1.7G,
as indicated in Chapter 2, we have taken the approach not to provide cross
references at this stage to specific provisions of level 2 provisions.

We note the feedback requesting the FCA to provide guidance on what the
disclosures should contain and on a UK version of the template. However we
do not consider appropriate to provide guidance at this stage. We will provide
details in due course on our website on the forms to be used.

Article 19(3) paragraph 3 EU MAR provides that as an alternative to the issuer
or emission allowance market participant making public the notification,
the competent authority may itself make it public. Please note this is not an
alternative we are providing and we therefore expect people to follow the
requirements in Article 19(3) paragraphs 1 and 2 EU MAR.

In Chapter 4, we list the requests for guidance that were outside of the scope of
CP15/35. We will consider the appropriate approach for these issues.

Listing Rules (LR) Chapter 9 and Annex 1

Out of the 25 responses received, 14 provided responses on the material relating to Qs 37-39.

Q37: Do you agree with the proposal to delete the provisions
of the Model Code and replace it with rules and
guidance on systems and procedures for companies to
have clearance procedures regarding PDMR dealing?

Five respondents explicitly agreed with CP15/35 that the Model Code has provided a benchmark
for premium listed companies to manage the reputational risk associated with PDMR trading so
PDMRs do not place themselves or their connected persons under suspicion of abusing inside
information. However most of these respondents accept the Model Code is incompatible with
EU MAR and cannot continue in its current form.

Four respondents, some others tacitly by not expressing objection or concern, broadly agreed

with the proposal to replace the Model Code with a new rule on systems and controls around
clearance procedures for PDMR and associated guidance.
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3.103 However, eight respondents, drawn from across the corporate sector and within the legal and
advisory communities, expressed concerns with the proposals, including whether or to what
extent additional FCA Rule book provisions would be appropriate in the EU MAR environment.

3.104 Some of these respondents were concerned that a two-tier dealing code was being introduced
but with insufficient guidance from the FCA as to what the tier governing dealing outside the
EU MAR closed periods should provide, what dealing it should cover and in particular, what
exceptions should be available. Difficulty would arise in practice for companies and PDMRs
alike as they need to navigate between two regimes with differing definitions of dealings
and exemptions. Respondents felt this would cause confusion to both issuer and PDMR in
expecting each to determine the transactions permissible, the permission needed and in which
period the transactions could take place. Companies would face separate compliance risk for
two complex systems.

3.105 One corporate sector respondent explicitly said that the same definition of dealing should not
be used for non-EU MAR closed periods as for EU MAR periods. Another respondent indicated
the FCA should only provide guidance for non-EU MAR closed periods where the Model Code
provisions would continue to exist albeit in a modified and consolidated manner. Another
respondent said issuers should have the flexibility outside EU MAR closed periods to set up
their own systems and controls would be proportionate and appropriate. Another respondent
added the relationship between both regimes should be very clear and further guidance should
be provided to achieve this.

3.106 One respondent summarised that they did not think it correct or workable to put the burden
on issuers to determine where it is appropriate to give clearance to deal without any express
guidance from the FCA on the circumstances when it might be appropriate to give clearance
and to require systems and controls to address this. They also pointed out the potential for
inconsistency of enforcement with PDMR trading in a EU MAR closed period being subject to
sanctions under section 123 FSMA, as proposed to amended by the Statutory Instrument, on
the one hand and the FCA applying sanctions for breach of LR 6.1.29R and LR 9.2.8R only to
premium listed companies, through enforcement of the Listing Rules, on the other.

3.107 Two respondents explicitly commented that the proposed non-EU MAR systems and controls
requirement is more onerous than the existing Model Code.

3.108 Two respondents concluded that companies should be free to determine the systems they wish
to implement to provide clearance to deal and there should be no mandatory requirement put
in place by the FCA. They also commented that the Model Code was introduced over 30 years
ago at a time when market abuse and insider dealing regimes were far less extensive than
today and the need for a mandatory dealings code is no longer the same.

3.109 Two other respondents, who believed that the new Listing Rule proposed provisions should
not be included in the Handbook, nevertheless recognised a need for some form of standard
dealing code that applies to PDMR dealing outside the MAR closed periods to replace the
Model Code. Although they considered the FCA could produce this, and its adoption perhaps
made a requirement of the Listing Rules, there was a preference for such guidance to be
produced by an industry body.

Q38: Do you have any suggestions on how the formulation of
the rule (LR 6.1.29R and LR 9.2.8R) could be improved?

3.110 A few detailed suggestions were provided for modified formulation of the proposed rules
(LR 6.1.29R and LR 9.2.8R). One respondent proposed amending the definition of ‘deal’ and
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‘dealing’ to provide a signpost to Article 19(11) EU MAR. Two respondents deemed unclear the
use of the terms ‘effective’ systems and controls where one of these respondents suggested
replacing the term with ‘appropriate’.
Q39: Do you have any suggestions for additions or deletions
on the content of the proposed guidance in LR9 Annex
2G including on the areas noted above on which we
have not included provisions? Please could you also
justify your suggestions?
3.111  Some, but not all, respondents agreed that the guidance was broadly helpful.
3.112 Doubt was expressed by some respondents, though, about whether the provisions in Annex 2G
create a workable basis for listed companies to comply with a systems and control requirement.
3.113  One respondent commented on the references in subparagraphs (c) and (d) of paragraph 5 of
LR 9 Annex 2G to ‘considerations of a short term nature’, the ‘specific nature of the dealing
taking place’ and the ‘specific circumstances facing’ the PDMR and that these references are
not sufficiently specific to provide certainty to issuers as to when they can provide clearance.
Three respondents said that if LR 9 Annex 2 G is retained, the FCA should include ESMA’s
advice on circumstances under which trading during a MAR closed period may be permitted
under Article 19(12) EU MAR and all exceptions in the current Model Code.
3.114 Respondents also raised several questions on the interpretation of the related Level 1 and
Level 2 provisions which is included in Chapter 4.
We note the feedback and we have carefully considered the complications that
would arise with our proposal.
When considering the feedback we were also aware of the additional guidance
that would be needed to provide the certainty requested by respondents to
make the additional requirements related to the EU MAR closed period function
appropriately.
As already outlined in CP15/35, there is a clear overlap between Model Code
and EU MAR making its retention in its current form incompatible with our
European legal obligations.
We have concluded that going ahead with our proposal for replacement rules
and guidance would be unnecessarily onerous on issuers and PDMRs alike and
would not provide the legal certainty needed by stakeholders. As a consequence
we are deleting the Model Code (i.e. Annex 1 of LR 9) as proposed but will
not introduce the proposed new rules (LR 6.1.29R and LR 9.2.8R), and the
associated guidance.
This implies the removal of LR 9.2.7R, LR 9.2.8R, LR 9.2.8(A)G, LR 9.2.9G and
LR 9.2.10R as they are not compatible with EU MAR. The removal of the Annex1
of LR 9 also leads to various consequential changes (mainly to other parts of LR)
laid out in Appendix 1.
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We note the suggestion of an industry-led development of codes or best
practice in this area and we would support such a development.

Areas outside the scope of CP15/35 are listed in Chapter 4. We will consider the
appropriate approach to these issues.
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This chapter identifies some of the areas raised in responses which were not part of the original
proposals in our CP.

We are considering the appropriate approach for each of these areas. If we consider it would
be appropriate to address any of the matters with further guidance, we will endeavour to bring
this forward, via either European level or domestic guidance. If we decide that FCA guidance is
appropriate, we may consult on these issues in the future.

Requests for guidance outside the scope of CP 15/35

Areas for suggested guidance:

Relating to MAR 1 / Article 12 EU MAR
What constitutes benchmark manipulation.

Clarification what is understood by ‘phishing’ and ‘smoking’ in the context of the indicators of
manipulation under Article 12(5) EU MAR.

Relating to MAR 2 and MAR 1.10 / Article 5 of EU MAR
Whether buyback programmes operating outside of the exemption are to be considered
abusive.

Relating to COBS 12.4 / Article 20 EU MAR
The extent to which requirements under the Takeover Code or Listing Rules need to be treated
as investment recommendations and subject to relevant EU MAR rules.

The scope of Article 20 EU MAR and whether informal communications between sales desks
and clients constitute investment recommendations.

The extent to which shareholdings of a firm should be aggregated with those of natural persons
producing recommendations in the name of the firm.

Relating to SUP 15.10 / Article 16 EU MAR
Whether the interpretation of ‘persons professionally arranging or executing’ exempts portfolio
management.

What level of surveillance should be deployed against quotes.
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Relating to DTR 2 / Article 17 EU MAR
The approach to comply with Article 2(1)(b)(i) of the technical standards under Article 17(10)
EU MAR.

Whether the identity of the person making the notification under Article 2(1)(b)(iii) of the
technical standards under Article 17(10) EU MAR refers to the individual arranging the release
of the announcement.

Relating to DTR 2.8 / Article 18 MAR
The information to provide for UK nationals in to column of the insider lists requesting the
‘National Identification Number".

Whether the agreement in 18(2) EU MAR can be obtained in paper format and electronic
means (including via click though acceptance of an email).

What happens if a person refuses to communicate personal information.

The expectations for SME Growth EU markets because of the delay in implementation of MiFID
I

Whether dealings that have taken place in the prior week before 3 July 2016 not yet announced
should be disclosed in accordance with the current DTR 3 requirements.

Whether advisers acting on behalf of an issuer (e.g. an underwriter or financial adviser) do not
need to keep on their insider lists information about employees of persons acting for them (e.g.
the advisers’ advisers, such as lawyers acting for an underwriter or financial adviser).

The issuer’s responsibility when another person acting on behalf or on the account of the issuer
assumes the task of drawing up and updating the insider list.

Confirmation that persons with general access to inside information may be considered
permanent insiders, even if they do not have specific access to each piece of inside information.

Relating to DTR3 / Article 19 MAR
The reporting requirements under Article 19(1) and (3) EU MAR given they have a similar three
day notification period.

Whether issuers notifying employee share plans can include additional explanatory information
not required by the ESMA template.

How the aggregation of transactions is calculated to determine if the reporting threshold has
been reached.

The exchange rate to use to determine if the € 5,000 threshold has been reached.

The difference in scope of notifiable transactions under Article 19(1) to 19(7) EU MAR and the
scope of restrictions in Article 19(11) EU MAR for transactions during MAR closed periods.

How to interpret closed periods in Article 19(11) EU MAR in light of a preliminary announcement
made pursuant to LR 9.7A.1R, voluntary quarterly reports and compulsory quarterly reports.

Instances when the issuer of which the person is a PDMR is not deemed to be a third party for
the purposes of MAR 19(11) EU MAR.
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4.29 Whether the issuer has to provide clearance to deal under Article 19 (11) EU MAR for unilateral
acts such as gifts and inheritances where the PDMR has no control.

4.30 Whether savings schemes or dividend reinvestment plans in English law fall within the category
of employee or savings scheme under Article 19(12) EU MAR.

4.31 Supplement the non-exhaustive list in Article 9 of the Delegated Act under Article 19(13) EU
MAR when trading can be permitted.
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Annex 1
List of non-confidential respondents

The Association of Investment Companies

AFME, BBA, FIA, ISDA (joint response)

BP

British Private Equity & Venture Capital Association
The City of London Law Society’s Regulatory Law Committee
Complyport Ltd

Diageo

EPTA

FIA European Principal Traders Association

GC100

HSBC Holdings

ICSA: The Governance Institute

IG Markets Limited

The Law Society and City of London Law Society (joint response)
London Metal Exchange

Marks & Spencer

Quoted Companies Alliance

Rolls Royce

Royal Bank of Scotland

Share Plan Lawyers Group

The 100 Group

The Investment Association
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Tradeweb
Virgin Money

Wealth Management Association
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FCA Handbook provisions (legal instrument)
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MARKET ABUSE REGULATION INSTRUMENT 2016

Powers exercised

FCA 2016/31

A The Financial Conduct Authority makes this instrument in the exercise of the
following powers and related provisions in the Financial Services and Markets Act
2000 (the “Act”):
2 section 73A (Part 6 rules);
2 section 96 (Obligations of issuers of listed securities);
(3)  section 137A (General rule-making power);
4) section 137Q (Price stabilising rules);
(5) section 137T (General supplementary powers);
(6) section 139A (Guidance); and
(7 paragraph 23 (Fees) of Schedule 1ZA ( The Financial Conduct Authority).
B. The rule-making powers listed above are specified for the purpose of section 138G(2)
(Rule-making instruments) of the Act.
Commencement
C. This instrument comes into force on 3 July 2016.

Amendments to the Handbook

D.

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

column (2).
1) ()

Glossary of definitions Annex A
Senior Management Arrangements, Systems and Controls (SYSC) Annex B
Code of Conduct (COCON) Annex C
Statements of Principle and Code of Practice for Approved Persons Annex D
(APER)

General Provisions (GEN) Annex E
Fees manual (FEES) Annex F
Conduct of Business sourcebook (COBS) Annex G
Market Conduct sourcebook (MAR) Annex H
Supervision manual (SUP) Annex |
Recognised Investment Exchanges sourcebook (REC) Annex J
Listing Rules sourcebook (LR) Annex K
Disclosure Rules and Transparency Rules sourcebook (DTR) Annex L
Service Companies Guide (SERV) Annex M
General guidance on Benchmark Submission and Administration Annex N

(BENCH)




FCA 2016/31

Renaming of sourcebook

E. The Disclosure Rules and Transparency Rules sourcebook (DTR) is renamed the
Disclosure Guidance and Transparency Rules sourcebook (DTR).

Amendments to material outside the Handbook

F. The Financial Crime Guide (FC) is amended in accordance with Annex O to this
instrument.

Notes

G. In the Annexes to this instrument, the “notes” (indicated by “Note:”) are included for

the convenience of readers but do not form part of the legislative text.

European Union Legislation

H. Although European Union legislation is reproduced in this instrument, only European
Union legislation reproduced in the Official Journal of the European Union is deemed
authentic.

Citation

l. This instrument may be cited as the Market Abuse Regulation Instrument 2016.

By order of the Board
21 April 2016
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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.

Insert the following new definitions in the appropriate alphabetical position.

disclosure guidance the quidance contained in DTR 1 to 3.

investment as defined in article 3(1)(35) of the Market Abuse Requlation.
recommendation

Market Abuse requlation (EU) No 596/2014 of the European Parliament and of the
Regulation Council of 16 April 2014 on market abuse (market abuse regulation)

and repealing the Market Abuse Directive and Commission

Directives 2003/124/EC, 2003/125/EC and 2004/72/EC.

unlawful disclosure the behaviour described in article 10 of the Market Abuse

Regulation.

Amend the following definitions as shown.

breach

(4)
competent authority

(6)
connected person

(5)

behaviour amounting to market abuse, erte-requiring-or
encouraging-marketabuse; in respect of which the FCA takes

action pursuant to section 123 (Power to impose penalties in
cases of market abuse) of the Act;

A gglgs i 'I)I the a_ultlleuty ﬁde|5|gnate|el byleaeln E_E’ ‘ S_Eat.e H
Netearticle LA -of the Market Abuse-Directive] [deleted]

(in DTR and LR in relation to a person discharging
managerial responsibilities within an issuer) has the same

meaning-as-inr-seection-96B(2)-ef the-Act meaning given to

“person closely associated” in article 3(1)(26) of the Market
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http://fshandbook.info/FS/glossary-html/handbook/Glossary/B?definition=G108
http://fshandbook.info/FS/glossary-html/handbook/Glossary/F?definition=G2974

dealing

debt security

disclosure rules
requirements

DTR

financial instrument

inside information

FCA 2016/31

Abuse Requlation.

(1) (etherthanin-MAR 1 {The Code-of Market-Conduct)) (in
accordance with paragraph 2 of Schedule 2 to the Act
(Regulated activities) ) buying, selling, subscribing for or
underwriting investments or offering or agreeing to do so,
either as a principal or as an agent, including, in the case of an
investment which is a contract of insurance, carrying out the
contract.

(1) (inBFR2-BFR-3-and LR) debentures, alternative debentures,
debenture stock, loan stock, bonds, certificates of deposit or
any other instrument creating or acknowledging indebtedness.

marketor-forwhich-a-reguestforadmission-to-trading-on-sueh-a
market-has-been-made articles 17, 18 and 19 of the Market Abuse
Regulation.

the Disclosure Rutes Guidance and Transparency Rules sourcebook
containing the disclosure #ules guidance, transparency rules,
corporate governance rules and the rules relating to primary
information providers.

(2) €inMAR 1and MAR 2, DTR 1, 2 and 3 and otherwise where

used in relation to the Market-Abuse-Directive)—(as-defined-in
Article 5ot the Preseribed-Marketsand Qualitving
Ihvestments-Orderand-Article 1(3)-of the- Market- Abuse
irective.and-whic I o 1 :
inthe Buy-back-and-StabilisationRegulation): Market Abuse
Requlation, as defined in article 3(1)(1) of the Market Abuse

Regulation.

2 defined , y y
@ inrelat lifine i ot related |
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http://fshandbook.info/FS/glossary-html/handbook/Glossary/A?definition=G10
http://fshandbook.info/FS/glossary-html/handbook/Glossary/R?definition=G974
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G588
http://fshandbook.info/FS/glossary-html/handbook/Glossary/P?definition=G909
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G588
http://fshandbook.info/FS/glossary-html/handbook/Glossary/C?definition=G218
http://fshandbook.info/FS/html/FCA/MAR/1#D1
http://fshandbook.info/FS/glossary-html/handbook/Glossary/A?definition=G10
http://fshandbook.info/FS/html/FCA/DTR/2#D75
http://fshandbook.info/FS/html/FCA/DTR/3#D45
http://fshandbook.info/FS/glossary-html/handbook/Glossary/L?definition=G1777
https://www.handbook.fca.org.uk/handbook/glossary/G2678.html
https://www.handbook.fca.org.uk/handbook/glossary/G2459.html
https://www.handbook.fca.org.uk/handbook/glossary/G2584.html
https://www.handbook.fca.org.uk/handbook/glossary/G1036.html
https://www.handbook.fca.org.uk/handbook/glossary/G3021.html
https://www.handbook.fca.org.uk/handbook/glossary/G3021.html
https://www.handbook.fca.org.uk/handbook/glossary/G10.html

FCA 2016/31
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insider

insider dealing

FCA 2016/31

T E T

as described in article 8(4) of the Market Abuse Requlation.

(1)  (exceptin MAR 1) the activity described in section 52 of the
Criminal Justice Act 1993, which is in summary:

(@) the offence of which an individual is guilty if he has
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http://fshandbook.info/FS/glossary-html/handbook/Glossary/A?definition=G10
http://fshandbook.info/FS/glossary-html/handbook/Glossary/P?definition=G869
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G1676
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G1676
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G627
http://fshandbook.info/FS/glossary-html/handbook/Glossary/Q?definition=G940
http://fshandbook.info/FS/glossary-html/handbook/Glossary/Q?definition=G940
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G627
http://fshandbook.info/FS/glossary-html/handbook/Glossary/Q?definition=G940
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G1676

intermediaries offer

issuer

)

)

(b)

FCA 2016/31

information as an insider and:

(i)

(i)

in the circumstances described in (b), he deals in
securities that are price-affected securities in
relation to the information;

(A)

(B)

he encourages another person to deal in
securities that are (whether or not that other
knows it) price-affected securities in
relation to the information, knowing or
having reasonable cause to believe that the
dealing would take place in the
circumstances mentioned in (b); or

he discloses the information, otherwise than
in the proper performance of the functions
of his employment, office or profession, to
another person;

the circumstances referred to in (a) are that the

acquisition or disposal in question occurs on a regulated
market (identified in an Order made by the Treasury), or

that the person dealing relies on a professional

intermediary or is himself acting as a professional

intermediary.

(in MAR 1) the behaviour described in article 8 of the Market

Abuse Requlation.

Hortheprrposes-of-the-Code-of-Market Conduet-(MAR -4
||na1|leet|ng| ell sleﬁeulﬁltlles _netyet HHSSHE b?. ||_|ea|£|s ell an-ofter

aHeeateJéeJthaFewnﬁehem& [deleted]

(in MAR 1, chapters 1, 2 and 3 of DTR and FEES in relation to
DTR) any company or other legal person or undertaking
includi bli ; y | ol ; il

or
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http://fshandbook.info/FS/glossary-html/handbook/Glossary/C?definition=G172
http://fshandbook.info/FS/html/FCA/MAR/1#D1
http://fshandbook.info/FS/glossary-html/handbook/Glossary/S?definition=G1061
http://fshandbook.info/FS/glossary-html/handbook/Glossary/O?definition=G782
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G627
http://fshandbook.info/FS/glossary-html/handbook/Glossary/C?definition=G190
http://fshandbook.info/FS/glossary-html/handbook/Glossary/A?definition=G1852
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G627
http://fshandbook.info/FS/glossary-html/handbook/Glossary/F?definition=G1519

market abuse

non-independent
research

offer

offeror

1)

FCA 2016/31

regulated-market
as defined in article 3(1)(21) of the Market Abuse Regulation.

Gy fallswithi ”  hehai

behaviour prohibited by:

(a) articles 14 and 15 of the Market Abuse Requlation; or

(b)  articles 38 to 42 of Regulation (EU) No 1031/2010.

aFresearch an investment recommendation which:

(a)

(b)

relates to financial instruments (as specified in Section C of
Annex 1 of MiFID, whether or not they are admitted to trading
on a regulated market); and

does not constitute investment research.

[Note: article 24(2) of the MiFID implementing Directive]

(1)

()

1)

()

(in MAR 1 (Cede-of-market-conduet Market Abuse)) an offer
as defined in the Takeover Code.

(in MAR 2 (Buy-backs and Stabilisation)) an offer or
invitation to make an offer.

(in MAR 1 (Fhe-Code-of-Market-Conduect Market Abuse)) and
LR 5.2.10R to LR 5.2.11DR) an offeror as defined in the
Takeover Code.

(in MAR 2 (Buy-backs and Stabilisation)) (as defined in
Avrticle 2 of the Buy-back and Stabilisation Regulation) the
prior holders of, or the entity issuing, the relevant securities.
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http://fshandbook.info/FS/html/FCA/MAR/1#D1
http://fshandbook.info/FS/glossary-html/handbook/Glossary/T?definition=G1163
http://fshandbook.info/FS/html/FCA/MAR/2#D1
http://fshandbook.info/FS/html/FCA/MAR/1#D1
http://fshandbook.info/FS/html/FCA/LR/5/2#DES128
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http://fshandbook.info/FS/glossary-html/handbook/Glossary/T?definition=G1163
http://fshandbook.info/FS/html/FCA/MAR/2#D1
http://fshandbook.info/FS/glossary-html/handbook/Glossary/R?definition=G1666

person discharging
managerial
responsibilities

prescribed auction

platform

prescribed market

price stabilising rules

regulated information

related investment

FCA 2016/31

{n-accordance-with-section96B(1)-of the-Aet):
@ i an | :
G . Lint ited Kinadom that | I

as defined in article 3(1)(25) of the Market Abuse Requlation.

an auction platform which has had been prescribed by the Treasury
in the Prescribed Markets and Qualifying Investments Order as it
was in force on 2 July 2016.

a market which has had been prescribed by the Treasury in the
Prescribed Markets and Qualifying Investments Order as it was in
force on 2 July 2016.

the rules made under section 137Q of the Act;-anrd-appearing-MAR
21to-MAR-24. together with any other provisions available for their

interpretation.

all information which an issuer or any other person who has applied
for the admission of financial instruments to trading on a regulated
market without the issuer’s consent, is required to disclose under:

(@) the Transparency Directive;_or

(b)  article6-ofthe Market-Abuse Directive articles 17 to 19 of the
Market Abuse Regulation; or

(¢) LR,and DTR.

{as-defined-nr-section130A(3)-of the-Aet) in relation to a gualifying
ipvestment financial instrument, means an H#vestment instrument

whose price or value depends on the price or value of the gualifying
tavestment financial instrument.
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relevant articles

relevant investment

stabilisation

trading venue

FCA 2016/31

(in REC):

1)

1)

(2)

Article-6-1-to-6-4-of the- Market- Abuse-Directive: Articles 17
and 19 of the Market Abuse Regulation:;

[deleted]

(other than in COBS 4 er-SOBS-124) (in accordance with
article 3(1) of the Regulated Activities Order (Interpretation)):

(@) acontractually based investment; or
(b)  apure protection contract; or
(c) ageneral insurance contract; or

(d) rights to or interests in an investment falling within (a).

(in MAR 2} (as defined in Article 2 of the Buy-back and Stabilisation

pressure-tn-such-seeurities article 3(2)(d) of the Market Abuse
Regulation.

(1)

)

(except in FINMAR and MAR) a regulated market, MTF or
systematic internaliser acting in its capacity as such, and,
where appropriate, a system outside the EU with similar
functions to a regulated market or MTF.

[Note: article 2(8) of the MIFID Regulation]

(in FINMAR) (as defined in article 2(1)(l) of the short selling
regulation) a regulated market or an MTF.

(in MAR) a requlated market or an MTF.
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http://fshandbook.info/FS/html/FCA/COBS/12/4#D186
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http://fshandbook.info/FS/glossary-html/handbook/Glossary/P?definition=G935
http://fshandbook.info/FS/glossary-html/handbook/Glossary/G?definition=G471
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G588
http://fshandbook.info/FS/html/FCA/MAR/2#D1
http://fshandbook.info/FS/glossary-html/handbook/Glossary/A?definition=G1671
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G596
http://fshandbook.info/FS/glossary-html/handbook/Glossary/C?definition=G239
http://fshandbook.info/FS/glossary-html/handbook/Glossary/S?definition=G1694
http://fshandbook.info/FS/glossary-html/handbook/Glossary/F?definition=G2777
http://fshandbook.info/FS/glossary-html/handbook/Glossary/R?definition=G978
http://fshandbook.info/FS/glossary-html/handbook/Glossary/M?definition=G2407
http://fshandbook.info/FS/glossary-html/handbook/Glossary/S?definition=G2429
http://fshandbook.info/FS/glossary-html/handbook/Glossary/E?definition=G2746
http://fshandbook.info/FS/glossary-html/handbook/Glossary/R?definition=G978
http://fshandbook.info/FS/glossary-html/handbook/Glossary/M?definition=G1978
http://fshandbook.info/FS/glossary-html/handbook/Glossary/F?definition=G2777
http://fshandbook.info/FS/glossary-html/handbook/Glossary/S?definition=G2970
http://fshandbook.info/FS/glossary-html/handbook/Glossary/S?definition=G2970
http://fshandbook.info/FS/glossary-html/handbook/Glossary/R?definition=G978
http://fshandbook.info/FS/glossary-html/handbook/Glossary/M?definition=G2407
http://fshandbook.info/FS/glossary-html/handbook/Glossary/R?definition=G978
http://fshandbook.info/FS/glossary-html/handbook/Glossary/M?definition=G2407
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Delete the following definitions.

Ll s e elati ibed ket Lol Lof
dissemination-of ommunication-bvwhich information-concerning-investments traded
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http://fshandbook.info/FS/glossary-html/handbook/Glossary/Q?definition=G940
http://fshandbook.info/FS/glossary-html/handbook/Glossary/R?definition=G1692
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G1676
http://fshandbook.info/FS/glossary-html/handbook/Glossary/I?definition=G588
http://fshandbook.info/FS/glossary-html/handbook/Glossary/A?definition=G10
http://fshandbook.info/FS/glossary-html/handbook/Glossary/B?definition=G108
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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.

10

10.2

10.2.2

10.2.3

18

18.2

18.2.2

Conflicts of interest

Chinese walls

Effect of rules
G

1) acting in conformity with SYSC 10.2.2.R(1) provides a defence
against proceedings brought under sections 89(2), 90(1) and 91(1) of
the Financial Services Act 2012 (Misleading statements, Misleading
impressions and Misleading statements etc. in relation to
benchmarks) — see sections 89(3(b), 90(9)(c) and 91(3)(b)-; and

(2)  behaviouri cormity witl 22R )4
market-abuse{see-SYSCA02 2 R{4)y-and [deleted]

Guidance on Public Interest Disclosure Act: Whistleblowing
Practical measures

Internal Procedures

G (1 Firms are encouraged to consider adopting (and encouraged to invite
their appointed representatives or, where applicable, their tied agents
to consider adopting) appropriate internal procedures which will
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encourage workers with concerns to blow the whistle internally
about matters which are relevant to the functions of the FCA or PRA.

Insert note after SYSC 18.2.2G (3):

[Note: article 32 of the Market Abuse Regulation.]
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Annex C

Code of Conduct (COCON)

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

4 Specific guidance on individual conduct rules

4.1 Specific guidance on individual conduct rules

Rule 5: You must observe proper standards of market conduct.

4.1.15 G A general consideration about whether or not a person's conduct complies
with the relevant requirements and standards of the market, is whether they,

or the firm,-cemphes comply with the-Cede-ef-Market Conduet{MAR-B-of

relevant market codes and exchange rules. Compliance with the-Cede-of

Market-Conduct{MAR-1)-or relevant market codes and exchange rules will
tend to show compliance with rule 5in COCON 2.1.5R.
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Annex D

Amendments to the Statements of Principle and Code of Practice for Approved Persons
(APER)

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

4 Code of Practice for Approved Persons: specific
4.3 Statement of Principle 3
4.3.3 G A factor to be taken into account in determining whether or not an approved

person's conduct complies with this Statement of Principle is whether he, or

his firm, has complied with the Cede-ef-Market Conduct-{(MAR-L} Market

Abuse Requlation or relevant market codes and exchange rules.
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Amendments to the General Provisions (GEN)
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In this Annex, underlining indicates new text and striking through indicates deleted text.

2.2

224 G

TP 2

)

Interpreting the Handbook

Other provisions in the Handbook, although also identified by the

status letter "E" in the margin or heading, are actually not rules but

Handbooks Rulebook

provisions in codes and GEN 2.2.3R does not apply to them. Fhese

Transitional Provisions applying across the FCA Handbook and the PRA

Table : 1: Transitional Provisions applying across the FCA Handbook and the
PRA Handbeeks Rulebook

Table 2: Transitional Provisions applying across the FCA Handbook and the PRA
Handbeeks Rulebook

Principle, the
Code of Practice
for Approved
Persons and Cede
of Market
Conduct MAR 1
(Market Abuse)
and directions and
requirements and

in paragraphs 1
to 10 apply to
every person to
whom the
provisions
referred to in
column (2) apply
as if the rules in
those paragraphs

(1) | (2) Materialto | (3) | (4) Transitional (5) (6) Handbook
which the provision Transitional provision:
transitional provision: coming into
provision applies dates in force force
17 | Statements of P | The provisions From cutover | Cutover
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guidance and were part of
other provisions those provisions.
in the FCA
Handbook and
PRA Handbook
(that is,
provisions with
the status letter
"D" or "G" in the
margin or
heading) unless
the context
otherwise
requires and
subject to any
more specific
transitional
provision relating
to the matter

Sch 4 Powers exercised

Sch 4.2G  Powers to make rules

The following powers and related provisions in or under the Act have been
exercised by the FCA to make the rules in GEN:

: Discl i forrrati : ;

: E ion-of trading

Section118(8){Market-abuse)

Sch 4.4G  Powers to make codes

The following powers and related provisions in the Act have been exercised
by the FCA to issue the parts of the codes in GEN:
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Annex F

Amendments to the Fees manual (FEES)

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

11

1.1.2

4.2

4211

Fees Manual

Application and Purpose

Application

R This manual applies in the following way:

(2) FEES 1, 2 and 4 apply to:

Q) under the Disclosure Rules Guidance and Transparency
Rules (DTR) every issuer of shares, depositary receipts and
securitised derivatives;

Periodic fees

Obligation to pay periodic fees

R Table of periodic fees payable to the FCA

1 Fee payer 2 Fee payable 3 Due date 4 Events
occurring during

the period
leading to
modified

periodic fee
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All non-listed
issuers (in DTR)
of shares and
certificates
representing
certain
securities.

FEES 4 Annex
14R

Within 30 days
of the date of the
invoice

Non-listed issuer
(in DTR)
becomes subject
to disclosure
rules
requirements and
transparency
rules

FCA Activity groups, tariff bases and valuation dates

Part 1

This table shows how the FCA links the regulated activities for which a firm
has permission to activity groups (fee-blocks). A firm can use the table to
identify which fee-blocks it falls into based on its permission.

Activity group

Fee payer falls in the activity group if

B. Market operators

(1) firms that have-been were prescribed as an
operator of a preseribed-market prescribed
market under the Financial Services and
Markets Act 2000 (Prescribed Markets and
Qualifying Investments) Order 2001 (SI
2001/996); and

(2) firms that are prescribed as a market

operator, as defined in article 4(1)(13) of

MiFID.
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Annex G

Amendments to the Conduct of Business sourcebook (COBS)

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

11

11.3.6

11.7

11.7.1

Dealing and managing

G  Without prejudice to the Market-Abuse-Directive; Market Abuse Regulation, for

the purposes of the rule on the misuse of information (see COBS 11.3.5 R), any
use by a firm of information relating to a pending client order in order to deal on
own account in the financial instruments to which the client order relates, or in
related financial instruments, should be considered a misuse of that information.
However, the mere fact that market makers or bodies authorised to act as
counterparties confine themselves to pursuing their legitimate business of buying
and selling financial instruments, or that persons authorised to execute orders on
behalf of third parties confine themselves to carrying out an order dutifully,
should not in itself be deemed to constitute a misuse of information.

Personal account dealing
Rule on personal account dealing

R A firm that conducts designated investment business must establish, implement

and maintain adequate arrangements aimed at preventing the following activities
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 as defined in the
Market Abuse Bireetive Regulation or to other confidential information relating
to clients or transactions with or for clients by virtue of an activity carried out by
him on behalf of the firm:

(1) entering into a personal transaction which meets at least one of the
following criteria:

(@) that person is prohibited from entering into it under the Market Abuse
Direetive Requlation;
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11.7.2A G The requirements of this section are without prejudice to the prohibition under

11.8

11.8.1

12

121

1211

12.4

1241

article 3(a) 14(c) of the Market Abuse Directive Regulation which-prehibits-any

Recording telephone conversations and electronic communications
Application - Who?

R This section applies to a firm:

(2) to the extent that the activities referred to in (1) relate to:

(@) gualifyinginvestments financial instruments admitted to trading on a

prescribed market; or

(b) gqualifyinginvestments financial instruments in respect of which a

request for admission to trading on such a market has been made; or

(c) investments instruments which are related investments in relation to

such gualyinginvestments financial instruments.

Investment research
Purpose and application
Purpose

G The purpose of this chapter is to:

(2) implementing-theprovisions-of provide guidance on matters in the Market
Abuse Birective Regulation relating to the disclosures to be made in, and

about, researeh investment recommendations.

Researeh Investment recommendations:—+reguired-disclosures

Application

R @ Th ) i il i )
recommendations.
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j tve] [deleted]

12.4.1A EU [article 20 of the Market Abuse Regulation]

[Note: This section applies to a person that prepares or disseminates research
recommendations.]

Fair presentation and disclosure

1244 R Afirm-must-take-reasonable-care:

[Noterarticle-6(5)-of the-Market Abuse Directive} [deleted]

12.4.4A EU [article 20(1) of the Market Abuse Regulation]

1245 R & Afirmmustinaresearch-recommendationproduced-by-it:
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1246 R (1) A firm must take reasonable care to ensure that:

trective} [deleted]

Additional obligations in relation to fair presentation of recommendations

1247 R {1) Ivaddition afirm must take reasonable care to ensure that, in a research

recommendation;at-least:
he i Cand oular 4 I \ation ind:
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[deleted]

1248 G  Thedisclosures required under COBS12.4-7R(1)}{e)and-COBS12.4.7R{IMH article
20(3) of the Market Abuse Regulation may, if the firm person so chooses, be made

by graphical means (for example by use of a line graph).

1249 R &) Afirmmustdiscloseinaresearchrecommendation:
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trective} [deleted]

Additional obligations for producers of research investment recommendations in relation
to disclosure of interests or conflicts of interest

12410 R @
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12411 G
A person may choose to dlsclose S|qn|f|cant

shareholdings above a Iower threshold than is required by article 20(3) of the
Market Abuse Requlation.

12412 G

12414 G
bemghreeemmendedr Where artlcle 20(3) of the Market Abuse Requlatlon requires a
disclosure of the proportions of all investment recommendations published that are
“puy”, “hold”, “sell” or equivalent terms, the FCA considers it important for these
equivalent terms to be consistent and meaningful to the recipients in terms of the
course of actions being recommended, particularly for non-equity material.

lonti i . : ot
12.4.15 R

12416 R
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e} [deleted]

12417 R
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18 Specialist Regimes

18.10  UCITS qualifiers, AIFM qualifiers and service companies

18.10.1 R The COBS provisions in the table apply to a UCITS qualifier and a service company:

COBS

Description

12.4

tavestment Research recommendations: required disclosures

Sch 1  Record keeping requirements

Sch13 G

Handbook | Subject of record Contents of When record Retention
reference record must be made period
COBS Researeh Basis-of Bate-of Syears
research
recommendation
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Annex H

Amendments to the Market Conduct sourcebook (MAR)

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

11

111

1.11A

1.1.2

1.13

114

TFhe-Code-of Market Conduct Market Abuse

Application and interpretation

Application and purpose

This chapter fwhich-contatns-the- Code-of-Market Conduct-apphies is

relevant to all persons seeking guidance on the market abuse regime.

platfemor |de|eted|

This chapter prowdes

and-Directive 2004/72/EC)-and-the-auctionregulation guidance on the

Market Abuse Regulation. It is therefore likely to be helpful to persons who:

(1) want to avoid engaging in market abuse erto-aveidrequiringof
encouraging-anetherto-de-se

, or

(2) want to determine whether they are required by SUR-15-10(Reporting
suspicious-transactions{market-abuse)) article 16 of the Market Abuse
Regulation to report a transaction or order to the FCA as a suspicious
one.

The FCA'’s statement of policy about the imposition, duration and amount of
penalties in cases of market abuse (required by section 124 of the Act) is in
DEPP 6.

Using MAR 1

G

(1) Assistance in the interpretation of MAR 1 (and the remainder of the
Handbook) is given in the Readers' Guide to the Handbook and in
GEN 2 (Interpreting the Handbook). This includes an explanation of
the status of the types of provision used (see in particular chapter six
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117
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of the Readers’ Guide to the Handbook).

@) . losi with "™ indi behavi hicl
abuse-{see-section-122(1)-of the-Act). [deleted]

seeuenm@(@and—seenen—]rzze}}eﬂhe%t—} |de|eted|

TFhe-Code This chapter does not exhaustively describe all types of behaviour

behaviour that may er-may-netameuntto indicate market abuse. In

particular, the descriptions of behavieur behaviour which-in-the-epinion-of
the-FCA-—amoeunt-to-market-abuse should be read in the light of:

(1) the elements specified by the-Aet the Market Abuse Regulation as
making up the relevant type of market abuse; and

(2) any relevant descriptions of behavieur behaviour specified by the
Market Abuse Regulation which—in-the-epinrion-efthe FCA; do not

amount to market abuse; and

(3) any provisions specified in any Commission legislative text made
pursuant to the Market Abuse Regulation, and any applicable
guidelines made by ESMA.

Likewisethe-Cede This chapter does not exhaustively describe all the
factors to be taken into account in determining whether behavieur behaviour
amounts to market abuse. H-factors-are-described;-they-are-not-to-be taken-as
conclusive-indications-unless-specified-as-such-and-the The absence of a

factor mentioned does not, of itself, amount to a contrary indication.

For the avoidance of doubt, it should be noted that any reference in the-Code
this chapter to "profit" refers also to potential profits, avoidance of loss or
potential avoidance of loss.
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[EEN
O

I®

References are made in this chapter to provisions in the Market Abuse
Regulation and other EU legislation made pursuant to the Market Abuse
Reqgulation to assist readers. The fact that other provisions of the Market
Abuse Requlation and other EU legislation made pursuant to the Market
Abuse Regulation have not been referred to does not mean that they would
not also assist readers or that they have a different status.

1.2 Market Abuse: general

1.2.1 G  Provisions in this section are relevant to more than one of the types of
behavieur behaviour which may amount to market abuse.

1.2.2

Gy | falls withi y  Ibehaviour] :

[deleted]
1.2.2-A EU [article 2, article 14 and article 15 of the Market Abuse Regulation]
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1.24

1.2.5

1.2.6

G
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o) | fallswithi Y thehaviour] :
subsections-(2)-to{8A):

[deleted]
Seetion-118(1)}{a)-of the-Act The Market Abuse Regulation does not require

the person engaging in the behavieur behaviour in question to have intended
to commit market abuse.

into-account Factors that may be taken into account in relatlon to behavmur DI’IOI’

to either a request for admission to trading, the admission to or the

commencement of trading, or the offer for sale on a prescribed auction platform

G

| m

In-the-opinion-efthe FCA—the The following factors are-te may be taken

into account in determining whether or not behavieur behaviour prior to a
request for admission to trading, the admission to or the commencement of
trading, or the offer for sale on a prescribed auction platform satisfies

section-118(H){a)-of the-Act; contravenes prohibitions and obligations in the

Market Abuse Requlation and are indications that it does:

(1) ifitisin relation to quakfyingnvestments financial instruments:

(@ inrespect of which a request for admission to trading on a

preseribed-market requlated market or MTF is subsequently
made; and

(b) if it continues to have an effect once an application has been

made for the guatifying-investment financial instrument to be

admitted for trading, or it has been admitted to trading on a
preseribed-market requlated market or MTF, respectively ;; or

(2) ifitisin relation to quakfyinginvestments financial instruments:

(@ which are subsequently offered for sale on a prescribed auction
platform; and

(b) if it continues to have an effect once the qualifying-investments

financial instruments are offered for sale on a prescribed
auction platform.

Inr-the-opinton-of the FCA-the The following factors are-te may be taken into

account in determining whether or not refraining from action ameunts-te

behaviour indicates behaviour which satisfies-section-118(1)(a)-ef the-Act

falls under the scope of the Market Abuse Requlation, and are indications
that it does:
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if the person concerned has failed to discharge a legal or regulatory
obligation (for example to make a particular disclosure) by refraining
from acting; or

if the person concerned has created a reasonable expectation of him
acting in a particular manner, as a result of his representations (by
word or conduct), in circumstances which give rise to a duty or
obligation to inform those to whom he made the representations that
they have ceased to be correct, and he has not done so.

Insiders: factors to be taken into account

1.2.7

[deleted]
1.2.7-A EU [article 8(4) of the Market Abuse Requlation]

1.27A UK
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1.2.10A

1.2.11

1.2.12
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te}

[deleted]

In-the-opinion-efthe FCAthe The following factors are-te may be taken into
account in determlnlng whether or nota person eequd—Feasenably—be

m&eate#mﬁh&pepse#mmslde# Who pOSsesses |nS|de mformatlon ouqht

to know that it is inside information for the purposes of the final indent of
article 8(4) of the Market Abuse Regulation:

(1) if anormal and reasonable person in the position of the person who
has inside information would know or should have known that the
person from whom he received it is an insider; and

(2) if anormal and reasonable person in the position of the person who
has inside information would know or should have known that it is
inside information.

For the purposes of the-ether-categeries-ef-insider-specified-by-section
118B{a)to-{d) being categorised as an insider in article 8(4) of the Market

Abuse Regulation, the person concerned does not need to know that the
information concerned is inside information.

Inside information: factors to be taken into account

UK  Table: section 118C(2) and (3) of the Act

[deleted]

EU [article 7 of the Market Abuse Regulation]

G

E
G

phrase-is-also-relevantto-section-118C(4)-of the-Act: [deleted]

Inr-the-opinton-of the FCA-the The following factors are-te may be taken into
account in determining whether or not information is-generaly-avatable has
been made public, and are indications that it is has (and therefore is not
inside information):

(1) whether the information has been disclosed to a prescribed market or
a prescribed auction platform through a regulatory information
service or RIS or otherwise in accordance with the rules of that
market;
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(2)

3)

(4)

(5)

(1)

@)
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whether the information is contained in records which are open to
inspection by the public;

whether the information is otherwise generally available, including
through the Internet, or some other publication (including if it is only
available on payment of a fee), or is derived from information which
has been made public; and

whether the information can be obtained by observation by members
of the public without infringing rights or obligations of privacy,
property or confidentiality;and.

Reeﬁal%i—Market—Abuse&%eeWe} |de|eted |

In relation to the factors in MAR-1212E MAR 1.2.12G it is not
relevant that the information is only generally available outside the
UK.

In relation to the factors in MAR-L:212E(1)(3){(4)and(5) MAR

1.2.12G it is not relevant that the observation or analysis is only
achievable by a person with above average financial resources,
expertise or competence.

For example, if a passenger on a train passing a burning factory calls his
broker and tells him to sell shares in the factory's owner, the passenger will
be aecting-en using information which is-generalhy-avaHable has been made
public, since it is information which has been obtained by legitimate means
through observation of a public event.

[deleted]
[article 7(1)(d) of the Market Abuse Requlation]

Inr-the-opinton-of the FCAafactorwhich-indicatesthat In determining

whether there is a pending order exbid for a client in relation to article
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7(1)(d) of the Market Abuse Regulation, a factor that may be taken into
account is ; if a person is approached by another in relation to a transaction,
and:

(1) the transaction is not immediately executed on an arm’s length basis in
response to a price quoted by that person; and

(2) the person concerned has taken on a legal or regulatory obligation
relating to the manner or timing of the execution of the transaction.

Inside information: commodity derivatives

1.2.17 G  FheAct{and-the-Market-Abuse Directive)recognises-that there-are

- I : - - | - F - - I. - Il f | | ) I
participants-expecttoreceive-tnformation-about: [deleted]

[Note: article 7(1)(b) of the Market Abuse Requlation]

1.2.18 UK TFablerseetionH18CE3 of the-Act

[deleted]
1.2.18A EU [article 7(1)(b) of the Market Abuse Requlation]

1.2.19 UK Tablerseetion H8CH-of the-Act

[deleted]
The regular user
1.2.20 G Insection 118 of the Act, the regular user decides:
® ic likel ol icloading i :
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1.2.21 G

markets for, or the auction of, the investments in question. [deleted]
Reguiring-orencouraging Recommending or inducing
1.2.22 UK Table: section 123(1)(b) of the Act

[deleted]

1.2.23 G  The following are examples of behawviour behaviour that might fall within
the scope of seetion123{1)b) article 14(b) of the Market Abuse Requlation:

(1) adirector of a company, while in possession of inside information,

instructs an employee of that company to deakin-guatifying
nvestments-or-related-nvestments sell a financial instrument in

respect of which the information is inside information;

(2) aperson recommends or advises a friend to engage in behavieur
behaviour which, if he himself engaged in it, would amount to market
abuse.

1.3 Market-abuse(insider Insider dealing)
131 UK Table:rsection118(2)-of the-Act

The &  Ibehaviour] is wi

Finsider]

fdeals}-orattempts-to-fdeal);
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in-a fqualifying i 1 o frelated :

on-the-basis-of

Finside-inf o]

lati hei :

[deleted]
1.3.1A EU [article 8 of the Market Abuse Regqulation]

Descriptions of behaviour that amount to marketabuse-{insider dealing}

1.3.2

The following are examples of behaviour that may amount to insider dealing

under the Market Abuse Regulation, but are not intended to form an

exhaustive list:

(1) _II'_II'F"I'F : hich | i
information; [deleted]

(2) front running/pre-positioning - that is, a transaction for a person's own
benefit, on the basis of and ahead of an order (including an order
relating to a bid) which he is to carry out with or for another (in
respect of which information concerning the order is inside
information), which takes advantage of the anticipated impact of the
order on the market or auction clearing price;

(3) inthe context of a takeover, an offeror or potential offeror entering
into a transaction in a guatifying-tavestment financial instrument, en
the-basis-of using inside information concerning the proposed bid, that
provides merely an economic exposure to movements in the price of
the target company's shares (for example, a spread bet on the target
company's share price); and

(4) inthe context of a takeover, a person who acts for the offeror or
potential offeror dealing for his own benefit in a gualifying-trvestment
orrelated-investments financial instrument en-the-basis-ef using
information concerning the proposed bid which-is-inside-information.

Factors to be taken into account: "on the basis of"
1.3.3 E
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1.3.6

1.3.7

1.3.8

1.3.9
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%Fansmﬁted— |de|eted |

[Note: article 9 of the Market Abuse Regulation]

E

m&de—mmpmauepr |deleted|

[Note: article 9(1)(a) of the Market Abuse Requlation]

auc—He—n—FeguJaﬂen} [deleted]

[Note: article 9(5) of the Market Abuse Requlation]

c
G

For market makers and persons that may lawfully deal in guatfying
vestments-or-related-thvestments financial instruments on their own
account, pursuing their legitimate business of such dealing (including
entering into an agreement for the underwriting of an issue of financial
instruments) wilt may not in itself amount to market abuse. {insider

pursuit-of-legitimate-business. [deleted]
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1.3.10 E  Intheopinion-ofthe FCAthe The following factors are-te may be taken into

G account in determining whether or not a person's behaviedr behaviour is in
pursuit of legitimate business, and are indications that it is:

(2)  whether, in the case of a transaction on the basis of inside information
about a client's transaction which has been executed, the reason for it
being inside information is that information about the transaction is
not, or is not yet, required to be published under any relevant

regulatory or exchange trading venue obligations; or

(4) the extent to which the person’s behaviour behaviour was reasonable
by the proper standards of conduct of the market concerned, taking
into account any relevant regulatory or legal obligations and whether
the transaction is executed in a way which takes into account the need
for the market as a whole to operate fairly and efficiently.

1.3.11
1.3.12
Abuse—&%eetn%%&rﬂele%@(—l}ef—th&a%ﬂen—wgeﬂaﬂen} |deleted|
[Note: article 9 of the Market Abuse Requlation]
1.3.13 G
haveany—mmde—w#emmﬂen—held—by—ﬂm—efeh%peﬁepr |de|eted|
[Note: article 9 of the Market Abuse Regqulation]
1.3.14 E

e#eler—en—beha#—ef—&ehent— |de|eted|
1.3.15 E  Intheopinionofthe FCAthe The following factors are-te may be taken into
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1.3.17

1.3.18

FCA 2016/31

(@)

account in determining whether or not a person's behaviouris-dutiful
exeecution-of behaviour in executing an order (including an order relating to
a bid) on behalf of another is carried out legitimately in the normal course of
exercise of that person’s employment, profession or duties, and are
indications that it is:

(1)  whether the person has complied with the applicable provisions of
COBS, or their equivalents in the relevant jurisdiction; or

(2) whether the person has agreed with its client it will act in a particular
way when carrying out, or arranging the carrying out of, the order; or

(3) whether the person's behaviour behaviour was with a view to
facilitating or ensuring the effective carrying out of the order; or

(4) the extent to which the person's behavieur behaviour was reasonable
by the proper standards of conduct of the market or auction platform
concerned and (if relevant) proportional to the risk undertaken by him;
or

(5)  whether, if the relevant trading or bidding (including the withdrawal
of a bid) by that person is connected with a transaction entered into or
to be entered into with a client (including a potential client), the
trading or bidding either has no impact on the price or there has been
adequate disclosure to that client that trading or bidding will take
place and he has not objected to it.

Descriptions of behaviour that do not ameunt-te-market-abuse-(insider-deating)

indicate insider dealing and relevant factors: takeover and merger activity

Abuse Directivelneluding With reference to article 9(4) of the Market
Abuse Requlation, examples of using inside information solely for the
purpose of proceeding with a merger or public takeover may include:

G  Fhereare-two-categories Categories of inside information relevant to MAR
13-17€ MAR 1.3.17G:

(1) information that an offeror or potential offeror is going to make, or is
considering making, an offer for the target; and

(2) information that an offeror or potential offeror may obtain through due
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1.3.20

1.3.21

1.3.22

E

(@)

G

G

G

FCA 2016/31

diligence.

In-the-opinion-efthe FCA-the The following factersare-te factor may be
taken into account in determining whether or not a person's behavieur
behaviour is for the purpose of him gainring-centrol-of-the-target-company-or
him-propesing proceeding with a merger with that the target company or a
public takeover of the target company, and are-inrdications is an indication
that it is:

(1) whether the transactions concerned are in the target company's
shares..of

@)

that—een%rel—er—eﬁeeﬂng—th&t—mepger— |deleted|
Examples of marketabuse{ insider dealing }

The following examples-of-market-abuse-(insider-dealing) descriptions are

intended to assist in understanding certain behaviours which may constitute
insider dealing under the Market Abuse Reqgulation and concern the
definition of inside information relating to financial instruments other than

commodity-derivatives: commodity derivatives or emissions allowances or
auctioned products based thereon:

(1) X, adirector at B PLC has lunch with a friend, Y. X tells Y that his
company has received a takeover offer that is at a premium to the
current share price at which it is trading. Y enters into a spread bet
priced or valued by reference to the share price of B PLC based on his
expectation that the price in B PLC will increase once the take-ever
takeover offer is announced.

(2) Anemployee at B PLC obtains the information that B PLC has just
lost a significant contract with its main customer. Before the
information is announced over the regulatory information service the
employee, whilst being under no obligation to do so, sells his shares in
B PLC based on the information about the loss of the contract.

The following example-of-market-abuse-(insider-dealing) description is

intended to assist in understanding certain behaviours which may constitute
insider dealing under the Market Abuse Requlation and concerns the
definition of inside information relating to commaodity derivatives.

Before the official publication of LME stock levels, a metals trader learns
(from an insider) that there has been a significant decrease in the level of
LME aluminium stocks. This information is routinely made available to
users of that preseribed-market trading venue. The trader buys a substantial
number of futures in that metal on the LME, based upon his knowledge of
the significant decrease in aluminium stock levels.

The following example-of-market-abuse-(insider-dealing) description is

intended to assist in understanding certain behaviours which may constitute
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insider dealing under the Market Abuse Regulation and concerns the
definition of inside information relating to pending client orders.

A dealer on the trading desk of a firm dealing in oil derivatives accepts a
very large order from a client to acquire a long position in oil futures
deliverable in a particular month. Before executing the order, the dealer
trades for the firm and on his personal account by taking a long position in
those oil futures, based on the expectation that he will be able to sell them at
profit due to the significant price increase that will result from the execution

of his client's order. Both trades wit-be-market-abuse-{irsider-dealing) could

constitute insider dealing.

1.3.23 G  The following connected examples-ef-market-abuse(insider-dealing)

concerns descriptions are intended to assist in understanding certain
behaviours which may constitute insider dealing under the Market Abuse
Regulation and concern the differences in the definition of inside
information for commodity derivatives and for other financial instruments.

(1) A person deals, on a preseribed-market trading venue, in the equities
of XYZ plc, a commodity producer, based on inside information

concerning that company.

(2) A person deals, in a commodity futures contract traded on a
preseribed-market trading venue, based on the same information,
provided that the information is requwed to be disclosed under the
rules of the relevant commodity futures market.

1.4 Market-abuse-{improper Unlawful disclosure }
14.1 UK Tablersection118(3)-of the-Act

linsider]
discloses

[deleted]
1.4.1A  EU [article 10 of the Market Abuse Regulation]
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Descriptions of behaviour that ameuntte-market-abuse-(Hmproper indicate

unlawful disclosure }

E  The following behaviours behaviours are;-the-opinion-ofthe FCA-market
G  abuse{improperdisclosure} indications of unlawful disclosure:

(1) disclosure of inside information by the director of an issuer to another
in a social context; and

(2) selective briefing of analysts by directors of issuers or others who are
persons discharging managerial responsibilities.

Descriptions of behaviour that does not ameunt-to-market-abuse (Hmproper
indicate unlawful disclosure }

g I. I - ;1.F.. -= i

The following behaviour indicates that a person is acting in the normal
exercise of their employment, profession or duties, if a person makes a
disclosure of inside information:

(1) toagovernment department, the Bank of England, the Competition
Commission, the Takeover Panel or any other regulatory body or
authority for the purposes of fulfilling a legal or regulatory obligation;
or

(2) otherwise to such a body in connection with the performance of the
functions of that body.

Disclosure of inside information which is required or permitted by Part 6
rules (or any similar regulatory obligation) wit may not amount to market
abuse-(improper-diselosure) unlawful disclosure.

Disclosure of inside information by a broker to a potential buyer regarding
the fact that the seller of qualifying-investments financial instruments is a
person discharging managerial responsibilities or the identity of the person
discharging managerial responsibilities or the purpose of the sale by the
person discharging managerial responsibilities where:

o O

o O

(1) the disclosure is made only to the extent necessary, and solely in order
to dispose of the investment;

(2) the illiquidity of the stock is such that the transaction could not
otherwise be completed; and

(3) the transaction could not be otherwise completed without creating a
disorderly market;

wil may not, of itself, amount to market-abuse-(improper-disclosure)

unlawful disclosure.
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Factors to be taken into account in determining whether or not behaviour amounts

to market-abuse-(improper-disclosure) unlawful disclosure

E
G

G

in-the-epinton-ef-the FCAthe The following factors are to be taken into

account in determining whether or not the disclosure was made by a person
in the proper course of the exercise of his employment, profession or duties,
and are indications that it was:

(1)  whether the disclosure is permitted by the rules of a preseribed-market
trading venue, a prescribed auction platform, of the FCA or the
Takeover Code; or

(2)  whether the disclosure is accompanied by the imposition of
confidentiality requirements upon the person to whom the disclosure
is made and is:

(@) reasonable and is to enable a person to perform the proper
functions of his employment, profession or duties; or

(b) reasonable and is (for example, to a professional adviser) for the
purposes of facilitating or seeking or giving advice about a
transaction or takeover bid; or

(c) reasonable and is for the purpose of facilitating any commercial,
financial or investment transaction (including prospective
underwriters or placees of securities); or

(d) reasonable and is for the purpose of obtaining a commitment or
expression of support in relation to an offer which is subject to
the Takeover Code; or

(e) in fulfilment of a legal obligation, including to employee
representatives or trade unions acting on their behalf;-er.

(3) whether:

[deleted]
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Examples of market-abuse-{improper unlawful disclosure }
1.4.6 G  The following are-examples-efmarket-abuse-(improper-disclosure):

descriptions are intended to assist in understanding certain behaviours which
may constitute unlawful disclosure under the Market Abuse Reqgulation:

(1) X, adirector at B PLC has lunch with a friend, Y, who has no
connection with B PLC or its advisers. X tells Y that his company has
received a takeover offer that is at a premium to the current share price
at which it is trading.

(2) A, aperson discharging managerial responsibilities in B PLC, asks C,
a broker, to sell some or all of As shares in B PLC. C discloses to a
potential buyer that A is a person discharging managerial
responsibilities or discloses the identity of A, in circumstances where
the fact that A is a person discharging managerial responsibilities or
the |dent|ty of A, is inside information-etherthan-in-the-cireumstances

1.4.7 G

theJa{esPanubhshedrmanageme%aeeem%&eﬁBﬂ:G |de|eted |

1.6 Market-abuse-{manipulating Manipulating transactions }
16.1

®) o nrice of hi :

[deleted]
1.6.1-A EU Jarticle 12(1)(b) of the Market Abuse Regulation]
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1.6.1A UK  Table:section 118(5) of the Act as modified by the RAP Regulations
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Article-36(1)-and-Article-37(b)auctionregulation] [deleted]

[Note: Annex 1A of the Market Abuse Requlation.]

1.6.3 G  Fertheavoidance-of-doubt Entering into a stock lending/borrowing or
repo/reverse repo transaction, or another transaction involving the provision
of collateral, do-net-constitute-a-wash-trade-under MAR-1.6-2E(2) does not of
itself indicate behaviour described in Annex IA(c) of the Market Abuse

Regulation.
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36(4)-and-Article 37(b) auction-regulation} [deleted]

[Note: Annex 1A of the Market Abuse Requlation.]

Factors to be taken into account: * legitimate reasons

E  intheopinion-efthe FCA-the The following factors are to be taken into

G account when considering whether behaviour behaviour is for = legitimate
reasons 2 in relation to article 12(1)(a) of the Market Abuse Requlation, and
are indications that it is not:

(1) if the person has an actuating purpose behind the transaction to induce
others to trade in, bid for or to position or move the price of, a

gquahfying-tnvestment financial instrument;

(2) if the person has another, illegitimate, reason behind the transactions,

bid or order to trade; fNete:Reeital 20-Market Abuse-Directive} and

(3) if the transaction was executed in a particular way with the purpose of
creating a false or misleading impression.

Inr-the-opinton-of-the FCA-the The following factors are to be taken into

account when considering whether behaviour behaviour is for = legitimate
reasons = in relation to article 12(1)(a) of the Market Abuse Requlation, and
are indications that it is:

| m

(1) if the transaction is pursuant to a prior legal or regulatory obligation
owed to a third party;

(2) if the transaction is executed in a way which takes into account the
need for the market or auction platform as a whole to operate fairly
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1.6.8
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and efficiently;

(3) the extent to which the transaction generally opens a new position, so
creating an exposure to market risk, rather than closes out a position
and so removes market risk; and

(4) if the transaction complied with the rules of the relevant preseribed
markets-orpreseribed-auctionplatferm trading venue about how
transactions are to be executed in a proper way (for example, rules on
reporting and executing cross-transactions).

It is unlikely that the behavieur behaviour of market-erauction-platform

trading venue users when dealing at times and in sizes most beneficial to
them (whether for the purpose of long term investment objectives, risk
management or short term speculation) and seeking the maximum profit
from their dealings will of itself amount to éistertionr manipulation. Such
behavieur behaviour, generally speaking, improves the liquidity and
efficiency of markets-orauctionplatferms trading venues.

It is unlikely that prices in the market which are trading outside their normal
range will necessarily be indicative that someone has engaged in behaviour
with the purpose of positioning prices at a distorted level. High or low prices
relative to a trading range can be the result of the proper interplay of supply
and demand.

Factors to be taken into account: behaviour giving a false or misleading
impression
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[Note: Annex 1A of the Market Abuse Requlation]

Factors to be taken into account: behaviour securing an abnormal or artificial
price level

1.6.10 E  intheopinion-efthe FCAthe The following factors are to be taken into

g  account in determining whether or not a person's behavieur behaviour

= amounts to market-abuse{manipulating-transactions) manipulating

transactions as described in article 12(1)(a)(ii) of the Market Abuse
Requlation:

(1) the extent to which the person had a direct or indirect interest in the

price or value of the gualifying-investment-orrelated-investment

financial instrument;

(2) the extent to which price, rate or option volatility movements, and the
volatility of these factors for the investment in question, are outside
their normal intra-day, daily, weekly or monthly range; and

(3) whether a person has successively and consistently increased or
decreased his bid, offer or the price he has paid for a gualifying
nvestment-orrelated-trvestment financial instrument.

Factors to be taken into account: abusive squeezes

1.6.11 E  Intheopinionofthe FCAthe The following factors are to be taken into

G account when determining whether a person has engaged in ar-abusive
squeeze behaviour referred to in Annex 1A(a) or (b) of the Market Abuse
Regulation, commonly known as an “abusive squeeze”:
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1)

@)

(3)

(4)

FCA 2016/31

the extent to which a person is willing to relax his control or other
influence in order to help maintain an orderly market, and the price at
which he is willing to do so; for example, behaviour behaviour is less
likely to amount to an abusive squeeze if a person is willing to lend
the investment in question;

the extent to which the person’s activity causes, or risks causing,
settlement default by other market users on a multilateral basis and not
just a bilateral basis. The more widespread the risk of multilateral
settlement default, the more likely that an abusive squeeze has been
effected;

the extent to which prices under the delivery mechanisms of the
market diverge from the prices for delivery of the investment or its
equivalent outside those mechanisms. The greater the divergence
beyond that to be reasonably expected, the more likely that an abusive
squeeze has been effected; and

the extent to which the spot or immediate market compared to the
forward market is unusually expensive or inexpensive or the extent to
which borrowing rates are unusually expensive or inexpensive.

Squeezes occur relatively frequently when the proper interaction of supply
and demand leads to market tightness, but this is not of itself likely to be
abusive. In addition, having a significant influence over the supply of, or
demand for, or delivery mechanisms for an investment, for example, through
ownership, borrowing or reserving the investment in question, is not of itself

likely to be abusive.

Examples of market-abuse{ manipulating transactions }

E
G

The following are examples of behaviour that may amount to market-abuse

i manipulating transactions as described in article

12(1)(a)(ii) of the Market Abuse Regulation:

1)

@)
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lit ¢ ralse_misleading.al I ificial lovel
so as to make a profit from his derivatives position; [deleted]

a trader holds a short position that will show a profit if a particular
gualifying-avestment financial instrument, which is currently a
component of an index, falls out of that index. The question of
whether the gualifying-tavestment financial instrument will fall out of
the index depends on the closing price of the gualifying-investment
financial instrument. He places a large sell order in this quatifying
avestment financial instrument just before the close of trading. His

purpose is to position the price of the gualifying-irvestment financial

instrument at a false, misleading, abnormal or artificial level so that

the gualifying-tnvestment financial instrument will drop out of the

index so as to make a profit; and

a fund manager's quarterly performance will improve if the valuation
of his portfolio at the end of the quarter in question is higher rather
than lower. He places a large order to buy relatively illiquid shares,
which are also components of his portfolio, to be executed at or just
before the close. His purpose is to position the price of the shares at a
false, misleading, abnormal or artificial level.

The following is an example of an abusive squeeze:

A trader with a long position in bond futures buys or borrows a large amount
of the cheapest to deliver bonds and either refuses to re-lend these bonds or
will only lend them to parties he believes will not re-lend to the market. His
purpose is to position the price at which those with short positions have to
deliver to satisfy their obligations at a materially higher level, making him a
profit from his original position.

1.7 Market-abuse-{manipulating Manipulating devices }
1.7.1 UK Fablesection118{6)-of the-Act

1.71A UK

[deleted]
[article 12(1)(b) of the Market Abuse Requlation]
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[deleted]
Descriptions of behaviour that amount to market-abuse-{ manipulating devices }

[deleted]
[Note: Article 12(2)(d) Market Abuse Regulation]

Factors to be taken into account in determining whether or not behaviour amounts

to market-abuse-{manipulating devices)
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binsed or d by inl ¥ ol I . Acticl
5-2003/124/EC] [deleted]

[Note: Annex 1B of the Market Abuse Requlation]

1.8 Market-abuse{dissemination) Dissemination
18.1 UK  Table: section 118(7) of the Act

[deleted]
1.8.1A EU [article 12(1)(c) of the Market Abuse Requlation]

[deleted]
Descriptions of behaviour that amount to market-abuse{ dissemination }
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[Note: article 12(1)(c) of the Market Abuse Reqgulation]

Factors to be taken into account in determining whether or not behaviour amounts

to market-abuse-{ dissemination }

1.8.4 E
G

1.8.5

| m

In-the-opinion-efthe FCAf If a normal and reasonable person would know
or sheutd ought to have known in all the circumstances that the information

was false or misleading, that indicates that the person disseminating the

information knew or eeuld-reasenably-be-expeeted ought to have known that

it was false or misleading.

in-the-epinton-ef-the FCAf If the individuals responsible for dissemination

of information within an organisation could only know that the information
was false or misleading if they had access to other information that was
being held behind a Chinese wall or similarly effective arrangements, that
indicates that the person disseminating did not know and could not
reasonably be expected to have known that the information was false or
misleading.

Examples Example of market-abuse-{ dissemination }

1.8.6 G

The following are-examples is an example of behavieur behaviour which

may amount to market-abuse(dissemination) a contravention of article
12(1)(c) of the Market Abuse Regulation:

(1) aperson posts information on an Internet bulletin board or chat room
which contains false or misleading statements about the takeover of a
company whose shares are guatfying-investments financial
instruments and the person knows that the information is false or
misleading;.

[Note: article 12(1)(c) of the Market Abuse Requlation.]

1.9 Market-abuse-{misleading Misleading behaviour } & marketabuse{

distortion }

19.1 UK Table: section 118(8) of the Act
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[deleted]
1.9.1-A EU [article 12(1)(c) of the Market Abuse Regulation]

19.1A UK
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eﬁeetw&arr&ngemen%sr |de|eted|

1.10 Statutory exceptions

Behaviour that does not amount to market abuse {generab-buy-back-programmes
| ctabilisati

1.10.1 G (1) Behaviour which conforms with articles 3 to 6 of the Buy-back and
Stabilisation Regulation (see MAR 1 Annex 1) will not amount to
market abuse.

(2) See MAR 2 in relation to stabilisation.

(3) Buy-back programmes which are not within the scope of the Buy-back
and Stabilisation Regulation are not, in themselves, market abuse.

FCA rules

1.10.2 G  There are no rules which permit or require a person to behave in a way
WhICh amounts to market abuse Sem&mie&eentam&pmw&en%e%h&eﬁeet

Rules)- [deleted]

Takeover Code

1.10.3 G  There are no rules in the Takeover Code, which permit or require a person to
behave in a way which amounts to market abuse.

1.10.4 Behavieur Behaviour conforming with any of the rules of the Takeover Code

about the timing, dissemination or availability, content and standard of care
applicable to a disclosure, announcement, communication or release of
information, dees-het is unlikely to, of itself, amount to market abuse, if:

o O

(1) therule is one of those specified in the table in MAR +16.5C 1.10.5G;

(2) the behavieur behaviour is expressly required or expressly permitted
by the rule in question (the notes for the time being associated with the
rules identified in the Takeover Code are treated as part of the relevant
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(3) it conforms to any General Principle set out at Section B of the
Takeover Code relevant to that rule.

Table: Provisions of the Takeover Code conformity with which will ret be
unlikely to, of itself, amount to market abuse (This table belongs to MAR

116-4C MAR 1.10.4G):

Takeover Code provisions:

Disclosure of information which
is not generally available

1(a)

2.1 plus notes, 2.5, 2.6, 2.9 plus notes
8

19.7

20.1, 20.2, 20.3

28.4

37.3(b) and 37.4(a)

Standards of care

2.8 first sentence and note 4

19.1, 19.5 second sentence and note 2,
19.8

23 plus notes

28.1

Timing of announcements,
documentation and dealings

2.2, 2.4(b)

54

6.2(b)

7.1

11.1 note 6 only

17.1

21.2

30

31.6(c), 31.9

33 (in so far as it refers 31.6(c) and 31.9

only)
38.5

Content of announcements

2.4 (a) and (b)
19.3

Behaviour Behaviour conforming with Rule 4.2 of the Takeover Code (in
relation to restrictions on dealings by offerors and concert parties) dees-ret
will be unlikely to, of itself, amount to market abuse, if:

(1) the behaviour is expressly required or expressly permitted by that rule
(the notes for the time being associated with the rules identified in the
Takeover Code are treated as part of the rule for these purposes); and

(2) it conforms to any General Principle set out at Section B of the
Takeover Code relevant to the rule.
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1 Annex 1 Provisions of the Buy-back and Stabilisation Regulation relating to buy-
back programmes

Annex 1.1

1.1.8 G  The FCA accepts disclosure through a regulatory information service

The FCA accepts as “adequate public disclosure”:

(1)  disclosure through a regulatory information service or
otherwise in accordance with Part 6 rules; or

(2) the equivalent disclosure mechanism required to be used in
relation to the relevant trading venue.

[Note: article 5 of the Market Abuse Requlation.]

MAR 1 Annex 2 is deleted in its entirety and replaced with the newly inserted provision. The
deleted text is not shown.

1 Annex 2  Accepted Market Practices

Annex2 G  [article 13 of the Market Abuse Requlation.]

EU

8 Benchmarks

8.1 Application and purpose
Purpose

8.1.2 G  The purpose of this chapter is to set out the requirements applying to firms
who are benchmark submitters or benchmark administrators when
carrying out the activities of providing information in relation to a
specified benchmark or administering a specified benchmark.

[Note: article 2(2) of the Market Abuse Requlation; article 12 of the
Market Abuse Requlation; article 15 of the Market Abuse Requlation,
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regarding the ongoing market abuse provisions applicable to firms carrying
out the activities specified in MAR 8.1.2G.]

Transitional Provisions

GEN contains some technical transitional provisions that apply throughout the
Handbook and which are designed to ensure a smooth transition at
commencement. These include transitional provisions relevant to record keeping
and notification rules.

1) Transitional Provisions for Fhe-Code-of- Market Conduct-(MAR-1) MAR 1

(Market abuse) (known previously as the Code of Market Conduct)

There are no transitional provisions for Fhe-Code-of-Market-Conduct{TFhe-Code
of Market-Conduet) MAR 1 (Market Abuse).

2) Transitional Provisions for Price stabilising rules (Price Stabilising Rules)

SUP contains transitional provisions which carry forward into MAR 2 (Price
stabilising rules) written concessions relating to pre-commencement provisions.

Record Keeping requirements

G | Handbook | Subject of Contents of When record Retention

reference record record must be made period
bilisi ¥ bilisi
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Annex |

Amendments to the Supervision manual (SUP)

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

9.2

9.2.2

13A

13A
Annex
1G

Individual guidance

Making a request for individual guidance

Who to address a request to

G  Afirmand its professional advisers should address requests for individual
guidance to the firm's usual supervisory contact at the FCA, with the

exception of requests for guidance on the-Code-of Market Conduct{ MAR 1

} which should be addressed to the specialist team within the Enforcement
and Markets Oversight Division. A firm may wish to discuss a request for
guidance with the relevant contact before making a written request.

Qualifying for authorisation under the Act

Application of the Handbook to Incoming EEA Firms

(1) Module of (2) Potential application to an (3) Potential
Handbook incoming EEA firm with application to an
respect to activities carried incoming EEA firm
on from an establishment of with respect to
the firm (or its appointed activities carried on
representative) in the United other than from an
Kingdom establishment of the

firm (or its appointed
representative) in the
United Kingdom
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MAR MAR-H{Code-of-market MAR{Code-of
conduct) market conduct)
lies if the firm.i i

guidance as to whether or not [deleted]

behaviour amounts to-market

abuse-(MAR-1L-11G): [deleted]

MAR 2 {Price-stabilising MAR 2 {(Price

rules) Stabilisation stabilising-rules)

Applies if the firm undertakes Stabilisation

stabilising action and wishes to | Only applies in so far

show that it has acted in as the firm undertakes

conformity with price stabilising action and

stabilising rules, or that its wishes to rely on a

behaviour conforms with rules | defence that it has

in accordance with section acted in conformity

118A(5)(a) of the Act (Market | with price stabilising

abuse) (MAR 2.1 Application). | rules, or that its
behaviour conforms
with rules in
accordance with
section 118A(5)(a) of
the Act (Market abuse)
(MAR 2.1 and in
particular MAR
2.1.3R).

DTR DTR (Disclosure Rules DTR (Disclosure Rules

Guidance and Transparency
Rules)

May apply if the firm is an
issuer, any class of whose
financial instruments have been
admitted to trading on a
regulated market, or are the
subject of an application for
admission to trading on a
regulated market, other than
issuers who have not requested
or approved admission of their
financial instruments to trading
on a regulated market.

Guidance and
Transparency Rules)

As column (2).
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15 Notifications to the FCA
15.2 Purpose
15.2.2 G  This chapter sets out:

(5) material (in SUP 15.10 (Notification of suspicious transactions or
orders (market abuse))) te-kmplement which makes reference to the
provisions of the Market Abuse Direetive-for Requlation that detail
requirements on the reporting of transactions or orders about which
there is reasonable suspicion of market abuse.

15.10 Reporting suspicious transactions or orders (market abuse)

15.10.1 R Ih4s—seeﬂe#+apphes—n+¢el&ﬂen4eaetuaﬂe&e&med—en—fmm—an

Wﬂﬁd@%@@#ﬂé@%@@%@} |deleted|

Notification of suspicious transactions or orders: general

15.10.2 R Adfirmwhich-arranges-orexecttes-atransactionwith-orfora-chientand
""l”el.' Ina-5|eas|enablle grodAds 1o _sﬁuspleet that tl|_e|t|a||sa|e|t|e|.|EnugI|t: el
6(9) Market Abuse Directive] [deleted]

15.10.2A EU [article 16 of the Market Abuse Requlation.]

Notification of suspicious transactions: investment firms and credit institutions

15.10.3 R Afrm-thatis-annrvestmentfirm-ora-creditinstitution—must-decide-ona

[deleted]

15.10.4 G (1) Notification of suspicious transactions or orders to the FCA requires
sufficient indications (which may not be apparent until after the
transaction has taken place) that the transaction or order might
constitute market abuse. In particular a fi#m person subject to article
16 of the Market Abuse Regulation will need to be able to explain the
basis for its the suspicion when notifying the FCA {see-SUPR-15:16).
Certain transactions or orders by themselves may seem completely
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devoid of anything suspicious, but might deliver such indications of
possible market abuse, when seen in perspective with other
transactions, certain behaviour or other information (though firms
persons subject to article 16 of the Market Abuse Regulation are not
expected to breach effective information barriers put in place to
prevent and avoid conflicts of interest so as actively to seek to detect

suspicious transactions). fNete:Reeial 9-2004/72/EC}

(2) ASS|stance in |dent|fy|ng the elements constltutlng market abuse may

A-fullerset-of-example-indications-ispublished-by-the-Committeeof
European-Securities-Regulators{CESR) can be found within the

Market Abuse Regulation.
Timeframe for notification—investment-firms-and-credit-institutions
15.10.5 R If an investment firm or a credit institution becomes aware of a fact or

Content of notification—hvestment-firms-and-credit-institutions
15.10.6 R & Haninvestmentfirm-ora-ereditinstitutionis-obliged-to-makea

2004/72/EC] [deleted]
Means of notification:-+rvestment-firms-and-credit-institutions
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15.10.7 R An investment-firm-ora-creditinstitution A person subject to article 16 of
the Market Abuse Regulation making a notification to the FCA under this

(@)

section may do so: using the system indicated on the FCA s website.

15.10.8

- [deleted]

15 Annex 1R Application of SUP 15 to incoming EEA firms and incoming Treaty
firms

1. SUP 15 applies in full to an incoming EEA firm, or incoming
Treaty firm, which has a top-up permission.
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3. For any other incoming EEA firm or incoming Treaty firm, SUP
15 applies as set out in the following table.
Applicable Application

sections

SUP 15.10 Reporting suspicious Apphesinrelationto

transactions or orders activities-carried-on-from-an
(market abuse) estabhishment-matntatned

by-the I|||||_e| |_ts alppem_tedl
2004/72/EC] Applies in full
subject to article 16 of the
Market Abuse Reqgulation

Indications of Possible Suspicious Transactions or Orders

1.

The following examples of indications are intended to be a starting
point for consideration of whether a transaction or order is
suspicious. They are neither conclusive nor comprehensive.

Possible Signals of Insider Dealing

2.

A client opens an account and immediately gives an order to conduct
a significant transaction or, in the case of a wholesale client, an
unexpectedly large or unusual order, in a particular security -
especially if the client is insistent that the order is carried out very
urgently or must be conducted before a particular time specified by
the client.

A transaction or order is significantly out of line with the client's
previous investment behaviour (e.g. type of security; amount
invested; size of order; time security held).
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trading day - e.g. near the close. [deleted]

position-while-not-decreasingfinereasing-the-size-of that pesition-
[deleted]

Fl i | E.. | I I.,l'l'ﬁf |
parameters;-ete): [deleted]

Powers exercised

The following powers and related provisions in or under the Act
have been exercised by the FCA to make the rules in SUP:

Section118{8)}-(Market-abuse}
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Annex J
Amendments to the Recognised Investment Exchanges sourcebook (REC)

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

2 Recognition requirements

2.6 General safeguards for investors, provision of pre and post-trade
information about share trading and suspension and removal of financial

instruments from trading

Orderly markets

2.6.28 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 the extent to
which the UK RIE's rules and procedures:

1) are consistent with the Code-ef-Market-Conduet{see-MAR-H Market

Abuse Requlation;

2.12 Availability of relevant information and admission of financial instruments
to trading (UK RIEs only)

Proper information

21211 G In determining whether appropriate arrangements have been made to make
relevant information available to persons engaged in dealing in specified
investments admitted to trading on the UK RIE, the FCA may have regard

to:

3 whether relevant information is or can be kept to restricted groups of
persons in such a way as to facilitate or encourage dealing in

contravention of the Code-of-Market Conduct{see- MAR-1} Market

Abuse Requlation.
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Promotion and maintenance of standards

G

In determining whether a UK recognised body is able and willing to promote
and maintain high standards of integrity and fair dealing in the carrying on
of regulated activities, the FCA may have regard to the extent to which the
UK recognised body seeks to promote and encourage, through its rules,
practices and procedures, conduct in regulated activities which is consistent
with the Cede-of-Market-Conduct{see-MAR-L)} Market Abuse Regulation

and with any ether codes of conduct, rules or principles relating to behaviour
in regulated activities which users of the UK financial system would
normally expect to apply to the regulated activity and the conduct in
question.
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Annex K
Amendments to the Listing Rules sourcebook (LR)

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

1 Preliminary: All securities
Application
111 R

[Note: Other parts of the Handbook that may also be relevant to issuers or
sponsors include DTR (the Disclosure Rutes Guidance and Transparency
Rules sourcebook), PR (the Prospectus Rules sourcebook), COBS (the
Conduct of Business sourcebook), DEPP (Decision Procedure and
Penalties Manual), Chapter 9 of SUP (the Supervision manual) and GEN
(General Provisions).]

1.4 Miscellaneous
Appointment of sponsor

1.4.1 R (1) If it appears to the FCA that there is, or there may be, a breach of
the listing rules or the disclosure rtes requirements and
transparency rules by an issuer with a premium listing, the FCA
may in writing require the issuer to appoint a sponsor to advise
the issuer on the application of the listing rules, the disclosure
rules requirements and the transparency rules.

2 If required to do so under (1), an issuer must, as soon as
practicable, appoint a sponsor to advise it on the application of
the listing rules, the disclosure rules requirements and the
transparency rules.

Market abuse safe harbours

1.4.7 R Pursuantio-section118A(5)-ef the-Actbehaviour-conforming with-the
list] I fiod i I I
abuse-undersection-118(1)-ef the-Act: [deleted]

Page 79 of 119



1.4.12

1 Annex 1R

FCA 2016/31

Use of an RIS

R

Where a listing rule requires an issuer who is not subject to DTR 6.3.1R to
use the services of an RIS, the issuer must comply with the provisions of
DTR 6.3, except in relation to information which is required to be
disclosed under the Transparency Directive, Article-6 articles 17 and 19 of
the Market Abuse Direetive Requlation or the DTR.

Market abuse safe harbours

T3 EE B&8E&83 & 8F @8 E
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[deleted]
5 Suspending, cancelling and restoring listing and reverse takeovers: All
securities
5.6 Reverse takeovers

Target not subject to a public disclosure regime

5.6.18 R Where the FCA has agreed that a suspension is not necessary as a result of
an announcement made for the purpose of LR 5.6.15G the issuer must
comply with BFR22-1R the obligation under article 17(1) of the Market
Abuse Requlation on the basis that the target already forms part of the
enlarged group.

7 Listing Principles and Premium Listing Principles
7.1 Application and purpose
Application
7.1.1 R (1) The Listing Principles in LR 7.2.1R apply to every listed company

in respect of all its obligations arising from the listing rules,
disclosure rues requirements, transparency rules and corporate
governance rules.

(2) In addition to the Listing Principles referred to in (1), the
Premium Listing Principles in LR 7.2.1AR apply to every listed
company with a premium listing of equity shares in respect of all
its obligations arising from the listing rules, disclosure rules
requirements, transparency rules and corporate governance
rules.

Purpose

7.1.3 G  The Listing Principles and, if applicable, the Premium Listing Principles
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8.2

8.2.1
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are designed to assist listed companies in identifying their obligations and
responsibilities under the listing rules, disclosure rules requirements,
transparency rules and corporate governance rules. The Listing Principles
and Premium Listing Principles should be interpreted together with
relevant rules and guidance which underpin the Listing Principles and the
Premium Listing Principles.

The Listing and Premium Listing Principles

Guidance on the Listing and Premium Listing Principles

G

Listing Principle 1 is intended to ensure that listed companies have
adequate procedures, systems and controls to enable them to comply with
their obligations under the listing rules, disclosure rtles requirements,
transparency rules and corporate governance rules. In particular, the FCA
considers that listed companies should place particular emphasis on
ensuring that they have adequate procedures, systems and controls in
relation to, where applicable:

Timely and accurate disclosure of information to the market is a key
obligation of listed companies. For the purposes of Listing Principle 1, a
listed company should have adequate systems and controls to be able to:

1) ensure that it can properly identify information which requires
disclosure under the listing rules, disclosure rtes requirements,
transparency rules or corporate governance rules in a timely
manner; and

Sponsors: Premium listing

When a sponsor must be appointed or its guidance obtained

When a sponsor must be appointed

R

A company with, or applying for, a premium listing of its equity shares
must appoint a sponsor on each occasion that it:
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(5) is required to do so by the FCA because it appears to the FCA that
there is, or there may be, a breach of the listing rules, the
disclosure rules requirements or the transparency rules by the
listed company; or

Other transactions where a company with a premium listing must obtain a
sponsor's guidance

R

If a company with a premium listing is proposing to enter into a transaction
which due to its size or nature could amount to a class 1 transaction or a
reverse takeover it must obtain the guidance of a sponsor to assess the
application of the listing rules, the disclosure rules requirements and the
transparency rules.

If a company with a premium listing is proposing to enter into a
transaction which is, or may be, a related party transaction it must obtain
the guidance of a sponsor in order to assess the application of the listing
rules, the disclosure rties requirements and the transparency rules.

Role of a sponsor: general

Responsibilities of a sponsor

R

A sponsor must in relation to a sponsor service:

2 guide the company with or applying for a premium listing of its
equity shares in understanding and meeting its responsibilities
under the listing rules, the disclosure #wes requirements and the
transparency rules.

Principles for sponsors: duty regarding directors of listed companies

R

Where, in relation to a sponsor service, a sponsor gives any guidance or
advice to a listed company or applicant on the application or interpretation
of the listing rules or disclosure rules requirements and transparency
rules, the sponsor must take reasonable steps to satisfy itself that the
director or directors of the listed company understand their responsibilities
and obligations under the listing rules and disclosure #ules requirements
and transparency rules.

Principles for sponsors: relations with the FCA
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If, in connection with the provision of a sponsor service, a sponsor
becomes aware that it, or a company with or applying for a premium
listing of its equity shares is failing or has failed to comply with its
obligations under the listing rules, the disclosure rules requirements or the
transparency rules, the sponsor must promptly notify the FCA.

Role of a sponsor: transactions

Application for admission: new applicants

A sponsor must not submit to the FCA an application on behalf of an
applicant, in accordance with LR 3, unless it has come to a reasonable
opinion, after having made due and careful enquiry, that:

3) the directors of the applicant have established procedures which
enable the applicant to comply with the listing rules and the
disclosure rtles requirements and transparency rules on an
ongoing basis;

Class 1 circulars, refinancing and purchase of own equity shares

R

A sponsor must not submit to the FCA, on behalf of a listed company, a
circular regarding a transaction set out in LR 8.4.11R for approval, unless
the sponsor has come to a reasonable opinion, after having made due and
careful enquiry, that:

2 the transaction will not have an adverse impact on the listed
company's ability to comply with the listing rules or the
disclosure rues requirements and transparency rules; and

Applying for transfer between listing categories
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8.4.15 R Asponsor must not submit to the FCA on behalf of an issuer a final
circular or announcement for approval or a Sponsor's Declaration for a
Transfer of Listing, unless it has come to a reasonable opinion, after
having made due and careful enquiry, that:

(€)) the directors of the issuer have established procedures which
enable the issuer to comply with the listing rules, the disclosure
rules requirements and the transparency rules on an ongoing
basis;

8.6 Criteria for approval as a sponsor

Competence of a sponsor

8.6.9B G  Inassessing whether a sponsor or a person applying for approval as a
sponsor can demonstrate it is competent in the areas required under LR
8.6.7R(2), the FCA may also take into account, where relevant, the
guidance or advice on the listing rules or disclosure rules requirements
and transparency rules the sponsor or person has given in circumstances
other than in providing sponsor services.

Systems and controls: record management

8.6.16B G Records should:

2 include material communications which relate to the provision of
sponsor services, including any advice or guidance given to a
company with or applying for a premium listing in relation to
their responsibilities under the listing rules, the disclosure rules
requirements and the transparency rules.
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Continuing obligations

Requirements with continuing application

Compliance with the disclosure rules requirements and transparency rules

G  Alisted company, whose equity shares are admitted to trading on a
regulated market in the United Kingdom, should consider its the

obligations under BFR-2{(Pisclosure-and-control-of-inside-information-by
issuers) the disclosure requirements.

R Alisted company that is not already required to comply with BFR-2
(Disclosure and control of inside information by issuers) the obligations
referred to under article 17 of the Market Abuse Regulation must comply
with BFR-2 those obligations as if it were an issuer for the purposes of the
disclosure rues requirements and transparency rules subject to article 22
of the Market Abuse Regulation.
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9.29

9.2.10

9.2.11

9.6

9.6.6

9.8

9.8.6

FCA 2016/31

relating, directly or indirectly, to the issuer and has power to make
managerial-decisions-affecting-the-future-developmentand
business-prospects-of-the-issuer- [deleted]

Contact details

R Alisted company must ensure that the FCA is provided with up to date
contact details of at least one appropriate person nominated by it to act as
the first point of contact with the FCA in relation to the company's
compliance with the listing rules and the disclosure rtes requirements
and transparency rules.

Notifications

Notifications relating to capital

R Where the securities are subject to an underwriting agreement a listed

company may, at its discretion and subject to BFR2{(Pisclosure-and
control-ofinside-information-by-issuers) the obligations in article 17 of the
Market Abuse Regulation, delay notifying a RIS as required by LR

9.6.4R(6) for up to two business days until the obligation by the
underwriter to take or procure others to take securities is finally
determined or lapses. In the case of an issue or offer of securities which is
not underwritten, notification of the result must be made as soon as it is
known.

Annual financial report

Additional information

R Inthe case of a listed company incorporated in the United Kingdom, the
following additional items must be included in its annual financial report:
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a statement setting out all the interests (in respect of which
transactions are notifiable to the company under BFR-3-:2R
article 19 of the Market Abuse Regulation) of each person who is
a director of the listed company as at the end of the period under
review including:

The effect of LR 9.8.6R(1) is that a listed company is required to
set out a 'snapshot’ of the total interests of a director and his or
her connected persons, as at the end of the period under review
(including certain information to update it as at a date not more
than a month before the date of the notice of the annual general
meeting). The interests that need to be set out are limited to those
in respect of which transactions fall to be notified under the
notification requirement for PDMRs in BFR-3-1-2R article 19 of
the Market Abuse Regulation. Persons who are directors during,
but not at the end of, the period under review need not be
included.

Annex 1 THE MODEL CODE (R)

Table: The Model Code [deleted]

9 Annex 1 Table: The Model Code is deleted in its entirety. The deleted text is not shown.

10

10.8

10.8.5

G

Significant transactions: Premium listing

Miscellaneous

Class 1 disposals by companies in severe financial difficulty

The announcement should contain any further information that the
company and its sponsors consider necessary. This should incorporate
historical price sensitive information, which has already been published in
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12

121

12.1.2

12.2

1221
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relation to the disposal along with any further information required to be

disclosed under BFR-2{(disclosure-ofinside-information} articles 17 and
18 of the Market Abuse Regulation.

G Inrelation to the listed company's financial position, BFR-2(disclosure-of
inside-information)-continues articles 17 and 18 of the Market Abuse

Regulation continue to apply while the company is seeking a modification.

Dealing in own securities and treasury shares: Premium listing
Application
Application

R This chapter contains rules applicable to a listed company that:

@) I I : itios duri hibited
period:-or [deleted]

Prohibition on purchase of own securities
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124.1

12.6

12.6.1

12.6.2
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Ell'e company |s'p'u|ella|sn|g e'.'eqee””l“g Seel’"l'f'les el_tllnell ! 'a'l'

the-price-] [deleted]

Purchase of own equity shares
Purchases of less than 15%

R Unless a tender offer is made to all holders of the class, purchases by a
listed company of less than 15% of any class of its equity shares
(excluding treasury shares) pursuant to a general authority granted by
shareholders, may only be made if the price to be paid is not more than the
higher of:

(2) that stipulated by Asticle-5{1)-of the-Buy-back-and-Stabiisation

article 5(6) of the Market Abuse Regulation.

Treasury shares

rade-during a prohibited-period: [deleted]
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14.3.8

14311

15

155

155.1
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ot d oL within cions oE e} Code:

&) sales or transfers by the company of treasury shares {other than
equl Hy .S|IEt'IFe. $) g: & eﬁlﬁass ”ll |Iese|p||eele||_ ua_lue “FGHI Id.“g; Be I|_IeeI5
ing-i ibi tod-} [deleted]

Standard listing (shares)
Continuing obligations

Contact details

R A company must ensure that the FCA is provided with up to date contact
details of appropriate persons nominated by it to act as the first point of
contact with the FCA in relation to the company's compliance with the
listing rules and the disclosure #ues requirements and transparency rules,
as applicable.

Disclosure Requirements and Transparency Rules

G A company whose shares are admitted to trading on a regulated market in
the United Kingdom, should consider its obligations under the disclosure
reles requirements and transparency rules.

Closed-Ended Investment Funds: Premium Listing

Transactions

investment fund.
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the eFI_eseI dl e“de”d. m_uelst_meF Atiung “el HesaRIS :"alt s

notified: [deleted]
17 Debt and specialist securities: Standard listing
17.3 Requirements with continuing application

Disclosure Rules-and-TFransparency-Rules requirements and transparency rules

17.3.8 G  Anissuer, whose securities are admitted to trading on a regulated market
in the United Kingdom, should consider #s the obligations referred to
under i inside i i i
articles 17 and 18 of the Market Abuse Regulation.

17.3.9 R Anissuer that is not already required to comply with BFR-2 the
obligations under articles 17 and 18 of the Market Abuse Regulation must
comply with BFR-2 those obligations as if it were an issuer for the
purposes of the-disclosurerules articles 17 and 18 of the Market Abuse
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Regulation and the transparency rules, subject to article 22 of the Market
Abuse Regulation.

18 Certificates representing certain securities: Standard listing
18.4 Continuing obligations
18.4.3 R Anoverseas company that is the issuer of the equity shares which the

certificates represent must comply with:

3) Disel I | of inside inf on by )
the obligations in articles 17 and 18 of the Market Abuse

Requlation as if it were an issuer for the purposes of those
obligations and the diselesurerules-and transparency rules,
subject to article 22 of the Market Abuse Regulation.

19 Securitised derivatives: Standard listing

19.4 Continuing obligations

Disclosure rules requirements and transparency rules

19.4.11 R Anissuer must comply with BFR2-1te-BFR-2.7 the obligations referred
to under articles 17 and 18 of the Market Abuse Regulation as if it were an
issuer for the purposes of those obligations and the disclosurerules-and
transparency rules, subject to article 22 of the Market Abuse Requlation.

20 Miscellaneous Securities: Standard listing
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20.4 Continuing obligations

Disclosure rules requirements and transparency rules

20.4.5 R Anissuer must comply with BFR21to-BFR-2-7 the obligations referred
to under articles 17 and 18 of the Market Abuse Regulation as if it were an
issuer for the purposes of those obligations and the disclesurerules-and
transparency rules, subject to article 22 of the Market Abuse Regulation.

App 1 Relevant definitions

Appl.1 Relevant definitions

: (o efineci h1(a) of 4 el Code.

connected person

ofined i . 2y of .
(in DTR and LR in relation to a person
discharging managerial responsibilities
within an issuer) has the meaning given to
“person closely associated” in article
3(1)(26) of the Market Abuse Regulation.

dealing (in accordance with paragraph 2 of Schedule
2 to the Act (Regulated activities)) buying,
selling, subscribing for or underwriting
investments or offering or agreeing to do so,
either as a principal or as an agent,
including, in the case of an investment which
is a contract of insurance, carrying out the
contract.

disclosure guidance the guidance contained in DTR 1to 3
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disclosure rules
requirements

(th-accoraance “'E.l' SE6HORS ;.3’ \(h-and73A3)-of
.tl'e Ach) |_ules_ relating-to tl.'e dlse_les_ule of
|||Ie.||nat|en H |espeet'el Imanela_l IStRUments
‘“’l”ell' l'a“? bee|||_ae|| Fitted-to tlﬁaelmgl o regetated

i articles
17, 18 and 19 of the Market Abuse Requlation.

DTR

the Disclosure Rules Guidance and Transparency
Rules sourcebook containing the disclosure rules
guidance, transparency rules, corporate
governance rules and the rules relating to primary
information providers.

list of " incide inf .

Market Abuse Reqgulation

Regulation (EU) No 596/2014 of the European

Parliament and of the Council of 16 April 2014 on
market abuse (market abuse regulation) and
repealing the Market Abuse Directive and
Commission Directives 2003/124/EC,
2003/125/EC and 2004/72/EC.

I I I ol o of di , .. .
set-outinER-9-Annex-1-
hibited_neriod lofined h-1(e) of the Model Code.
i I . la | iotod I
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App 2.1

App 2.1.2
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Annual Financial Report for certain listed companies

9.8

Annual financial report

Additional information

9.8.6

R

In the case of a listed company incorporated in the United
Kingdom, the following additional items must be included in
its annual financial report:

1)

a statement setting out all the interests (in respect of
which transactions are notifiable to the company under
DBTR-3-1-2R article 19 of the Market Abuse Regulation)
of each person who is a director of the listed company
as at the end of the period under review including:

9.8.6A

1)

The effect of LR 9.8.6R(1) is that a listed company is
required to set out a 'snapshot’ of the total interests of a
director and his or her connected persons, as at the end
of the period under review (including certain
information to update it as at a date not more than a
month before the date of the notice of the annual
general meeting). The interests that need to be set out
are limited to those in respect of which transactions fall
to be notified under the notification requirement for
PDMRs in BFR-3-12R article 19 of the Market Abuse
Regulation. Persons who are directors during, but not
at the end of, the period under review need not be
included.
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Annex L
Amendments to the Disclosure Guidance and Transparency Rules sourcebook (DTR)

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

1 Introduction
1.1 Application and purpose (Disclosure #ules guidance)
111

Qi

4

The disclosure requirements and the disclosure guidance apply to all
persons to whom the FCA is obliged to apply the provisions of the Market
Abuse Requlation relating to disclosure under article 22 of that Requlation.
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Purpose

1.1.2 G  The purpose of the-disclosurerules DTR 1, DTR 2 and DTR 3 is to
tmplement: provide guidance on aspects of the disclosure requirements.

FCA performing functions as competent authority

1.13 G  Other relevant parts of Handbook

[ Note: Other parts of the Handbook that may also be relevant to persons
to whom the-diselosure+ules the disclosure requirements and the
disclosure guidance apply include DEPP (Decision Procedure and
Penalties manual) and Chapter 9 of SUP (the Supervision manual). ]

The following Regulatory Guides are also relevant:
1. The Enforcement Guide (EG)
2. [intentionally blank]

[ Note: A list of regulated markets can be found on the FCA website. ]

1.2 Modifying rules and consulting the FCA

121

[deleted]
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1.2.2

1.2.3

1.24

1.2.5
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E 2 g 2

aWa A a a
o A O V—Ct oo
ala) Q a
Ci v

dispensation or modification is to take effect. [deleted]

Early consultation with the FCA

G

An issuer, person discharging managerial responsibilities or connected
person should consult with the FCA at the earliest possible stage if they:

1) are in doubt about how the disclosure rules requirements apply in
a particular situation;-er.

@) idor that | I cor tl i "
modih-arte-within-the-diselosurerules: [deleted]

Where a disclosure rule+refers requirement or the disclosure guidance
refer to consultation with the FCA, submissions should be made in writing
other than in circumstances of exceptional urgency.

Address for correspondence

Note: The FCA's address for correspondence in relation to the disclosure
rules requirements and the disclosure guidance is:

Primary Market Monitoring

Enforcement and Markets Oversight Division
The Financial Conduct Authority

Canary Wharf

London E14 5HS
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13.1

1.3.2

1.3.3

1.34

135

1.3.6
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Information gathering and publication
Information gathering

R

i whether the disel : bei ’ I
complied-with: [deleted]

G Ingathering information under DTR 1.3.1R, the FCA may contact the
or-theiradviser-directhy Telephone calls to and from the FCA may be
recorded for regulatory purposes. The FCA may also require the issuer,
person discharging managerial responsibilities, connected person or their
advisers to provide information in writing.

&
notbe-published)- [deleted]
icloading inf . I blished

R , ce.all b I "

|Ited|
PARHSSUEN '“HSE“.GF eellnblnel |||_a|||e;|_|||e| I|I_ee_I5_ te. b[e |n|s:Iead_|n|g E‘E”;IS
2003/124/EC] [deleted]

Notification when a RIS is not open for business

R Ifanissuer is required to notify information to a RIS at a time when a RIS
G is not open for business, it must may distribute the information as soon as
—  possible to:

(1) not less than two national newspapers in the United Kingdom;
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14

141

1.4.2

1.4.3

144

1.4.5

FCA 2016/31

(2) two newswire services operating in the United Kingdom; and
(3) a RIS for release as soon as it opens.

Englishlanguage

R ificati hat irod under the disl I |
i ish- [deleted]

Suspension of trading

R . . . . -
”'Iel I gﬂ, ‘ “'?5 |equ|||e t_he susp_ensmnlel t'ad."'g.? Ila Haneial |||st||u||| ent
grotnds-to-suspectnon-comphance-vwith-the-diselosurerules: [deleted]

[Note: article 23(2)(j) of the Market Abuse Requlation]

R If trading of an issuer's financial instruments is suspended, the issuer, any
persons discharging managerial responsibilities and any connected person
—  must continue to comply with all applicable disclosure rules requirements.

G  Examples of when the FCA may require the suspension of trading of a
financial instrument include:

1) if an issuer fails to make aR¥S an announcement as required by
the disclosure-rules Market Abuse Regulation within the
applicable time-limits which the FCA considers could affect the
interests of investors or affect the smooth operation of the market;
or

2 if there is or there may be a leak of inside information and the
issuer is unwilling or unable to issue an appropriate RIS
announcement required by article 17 of the Market Abuse
Regulation within a reasonable period of time.

G  The decision-making procedures to be followed by the FCA when it:
1) requires the suspension of trading of a financial instrument; or

2 refuses an application by an issuer to lift a suspension made-under
seetion-96€ of trading of a financial instrument;

are set out in DEPP.
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15 Fees —market-abuse-safe-harbours and sanctions

15.2 R Pursuantto-section118A(5)-of the-Act-behaviourconforming-with-the

“ DTR2.5-1R{DBelaying-disclosure). [deleted]

Sanctions

153 G @ If the FCA considers that an issuer, a person discharging
managerial responsibilities or a connected person has breached
any of the disclosure rules requirements it may, subject to the
provisions of the Act, impose on that person a financial penalty or
publish a statement censuring that person.

1A Introduction (Transparency rules)

1A.2 Modifying rules and consulting the FCA

1A.25 G  Where a transparency rule refers to consultation with the FCA,

submissions should be made in writing other than in circumstances of
exceptional urgency.

Address for correspondence

Note: The FCA's address for correspondence in relation to the diselesure
transparency rules is:

Primary Market Monitoring

Enforcement and Markets Oversight Division
The Financial Conduct Authority

Canary Wharf
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2.1.3

2.2

221

2.2.1A

2.2.2
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London E14 5HS

Disclosure and control of inside information by issuers
Introduction and purpose
Introduction

G  Anissuer should be aware that matters that fall within the scope of this
chapter may also fall within the scope of:

1) the market abuse regime set out in section-118-of the-Act the
Market Abuse Regulation;

R Han Aniissuer that is involved in a matter which also falls within the

g  Scope of the Takeover Code it-must-nevertheless-comphywith should be
—  mindful of its obligations under this-chapter the Market Abuse Regulation.

Purpose
G  The purpose of this chapter is to:

1) promote prompt and fair disclosure of relevant information to the

market; and [Note: Recital 24 Market Abuse Directive]

2) set-eut-specifie give guidance on eireumstanees aspects relating to
disclosure of such information, including the circumstances

allowing delayed disclosure. when-an-issuercan-delay-public
disclosure of inside information and requirements to ensure that
suelll |||Ie||na_ Hos II 1S ||E89|t.egl”[“de“t:'al |||_e|ell eFo ;p; e{lte; Elt!E"';“]ESte's

Disclosure of inside information

Requirement to disclose inside information

[Note: see DTR 6.3.2R, regarding the disclosure of inside information]

EU [article 17(1) of the Market Abuse Regulation]
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ible- : i [deleted]

Identifying inside information

G

) ind ining the likely. price significance of the informati

[Note: article 7(4) of the Market Abuse Requlation]

2 In determining whether information would be likely to have a
significant effect on the price of financial instruments, an issuer
should be mindful that there is no figure (percentage change or
otherwise) that can be set for any issuer when determining what
constitutes a significant effect on the price of the financial
instruments as this will vary from issuer to issuer.

Fhereasonable-investor-testrequires-an An issuer may wish to take

account of the following factors when considering whether the information
in question would be likely to be used by a reasonable investor as part of
the basis of his investment decisions:

1) to-take-into-account-that the significance of the information in
question will vary widely from issuer to issuer, depending on a
variety of factors such as the issuer's size, recent developments
and the market sentiment about the issuer and the sector in which
it operates; and

2) te-assume the likelihood that a reasonable investor will make
investment decisions relating to the relevant financial instrument
to maximise his economic self interest.

It is not possible to prescribe how the reasonable investor test will apply in
all possible situations. Any assessment shetld may need to take into
consideration the anticipated impact of the information in light of the
totality of the issuer’s activities, the reliability of the source of the
information and other market variables likely to affect the relevant
financial instrument in the given circumstances. However, information
which is likely to be considered relevant to a reasonable investor's decision
includes information which affects:

Q) the assets and liabilities of the issuer;

(2) the performance, or the expectation of the performance, of the
issuer's business;
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3) the financial condition of the issuer;
4) the course of the issuer's business;
(5) major new developments in the business of the issuer; or

(6) information previously disclosed to the market. [Note:-Recital-:
2003424/ECH

2.2.8 G  The directors of the issuer should carefully and continuously monitor
whether changes in the circumstances of the issuer are such that an
announcement obligation has arisen under this-chapter article 17 of the
Market Abuse Regulation.

When to disclose inside information

2.2.9 G @ Subject to the limited ability to delay release of inside
|||Ie|_ naltlen o _tﬁlne' iy blis ple’ ulldl e_el b. ? B Iﬁ” 25 R-aR-ssUers
possession-as-soon-as-pessible: [deleted]

4) An issuer that is in any doubt as to the timing of announcements
required by-this-chapter under the Market Abuse Regulation
should consult the FCA at the earliest opportunity.

Communication with third parties

2.2.10 G  The FCA is aware that many issuers provide unpublished information to
third parties such as analysts, employees, credit rating agencies, finance
providers and major shareholders, often in response to queries from such
parties. The fact that information is unpublished does not in itself make it
inside information. However, unpublished information which amounts to
inside information is only permitted to be disclosed in accordance with the

comphance-with-this-chapter the requirements of the Market Abuse
Regulation.

2.3 Publication of information on internet site

[Note: article 17(1) of the Market Abuse Regulation, in relation to the period for
which an issuer must maintain on its website inside information which it is
required to disclose publicly; article 17(9) of the Market Abuse Regulation, in
relation to the maintenance of such information by issuers with financial
instruments admitted to trading on a SME Growth Market.]
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2.3.2

2.3.3

234

2.35

2.4

24.1

24.2

2.5

251
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[deleted]

anneunecement: [deleted]

R An i hat inside.inf N ified RIS before.

oy Iy with_publicati  cuch inside inf ) o
internetsite: [deleted]

G . . .
II © elnsulel Il_as't aceess anell eelllel ¢t a“dlt'l'.“el I? as sles_snfnent 9'. the |||I.e||nat|en
i } i jtsdi i - [deleted]

/ ¢ citos all i '|£ |'|' A |
[Note:-Article 6(1) Market-Abuse-Directive] [deleted]

Equivalent information

R

ancial i | |
[Note: Article 2(4)-2003/124/EC] [deleted]

2 I . i+ ic rol Lo 4 blic ind I
jurisdiction: [deleted]

Delaying disclosure of inside information

Delaying disclosure
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hei ic abl I idontialitv of that inf ion
[Note: Article 6(2) and (3) Market Abuse Directive] [deleted]

[article 17(4), (5) and (8) of the Market Abuse Regulation]

Legitimate interests and when delay will not mislead the public

R
G

For the purposes of apphyingBFR2.5-1R; article 17 of the Market Abuse
Regulation, legitimate interests may, in particular, relate to the following

non-exhaustive circumstances:

)

1)

)

decisions taken or contracts made by the management body of an
issuer which need the approval of another body of the issuer in
order to become effective, where the organisation of such an
issuer requires the separation between these bodies, provided that
a public disclosure of the information before such approval
together with the simultaneous announcement that this approval is
still pending would jeopardise the correct assessment of the

information by the public. fNete-Article-3(1)2003/124/EC]

DTR2.53R{1) DTR 2.5.3G(1) does not aHew envisage that an
issuer te will:

(@) delay public disclosure of the fact that it is in financial
difficulty or of its worsening financial condition and is
limited to the fact or substance of the negotiations to deal
with such a situation—An-ssuer-eannet; or

(b) delay disclosure of inside information on the basis that its
position in subsequent negotiations to deal with the
situation will be jeopardised by the disclosure of its
financial condition.

The legitimate interest described in BFR2.53R(2)} DTR
2.5.3G(2) refers to an issuer with a dual board structure (e.g. a
management board and supervisory board if and to the extent that
decisions of the management board require ratification by the
supervisory board). An issuer with a unitary board structure
would be unable to take advantage of BFR2.5:3R{2) DTR
2.5.3G(2) and, therefore, BTR-25:3R{2) DTR 2.5.3G(2) should

only be available to a very limited number of issuers in the
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2.5.6A
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United Kingdom.

G  Anissuer should not be obliged to disclose impending developments that
could be jeopardised by premature disclosure. Whether or not an issuer
has a legitimate interest which would be prejudiced by the disclosure of
certain inside information is an assessment which must be made by the
issuer in the first instance. However, the FCA considers that, other than in
relation to impending developments or matters described in BFR253R
DTR 2.5.3G or BFR-2.5:5AR article 17(5) of the Market Abuse

Regulation, there are unlikely to be other circumstances where delay
would be justified.

asJeheLlssuer— |de|eted |

[Note: article 17(5) of the Market Abuse Requlation]

Selective disclosure

apphies—{Note—Article-6(3) - Market-Abuse-Birective} [deleted]
EU [article 17(8) of the Market Abuse Regulation]

G ) . . . - .
.“l'e“ ARISSHEIS periiied to celay pul b.“e d.ISG|GSHIe ot _|||5|ele
III'IIGII natlel AR aﬁeeelde_mee with DTR 2 Sekiit HII% selﬁeetluely
confidentiality- [deleted]

) b selective disel | I I e

I I > ) o I ocei
or-duties—However—selective Selective disclosure cannot be made

to any person simply because they owe the issuer a duty of
confidentiality. For example, an issuer contemplating a major
transaction which requires shareholder support or which could
significantly impact its lending arrangements or credit-rating may
selectively disclose details of the proposed transaction to major
shareholders, its lenders and/or credit-rating agency as long as the
recipients are bound by a duty of confidentiality. An issuer may,
depending on the circumstances, be justified in disclosing inside
information to certain categories of recipient in addition to those
employees of the issuer who require the information to perform
their functions. The categories of recipient may include, but are
not limited to, the following:
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Selective disclosure to any or all of the persons referred to in DTR 2.5.7G
may not be justified in every circumstance where an issuer delays
disclosure in accordance with BFR2.5-AR article 17(4) and (5) of the
Market Abuse Regulation.

An issuer should bear in mind that the wider the group of recipients of
inside information the greater the likelihood of a leak which will trigger
full public disclosure of the information via-a-RIS under BFR2.6-2R
article 17(8) of the Market Abuse Requlation.

Control of inside information

Denying access to inside information

R
G

An issuer must should establish effective arrangements to deny access to
inside information to persons other than those who require it for the
exercise of their functions within the issuer. fNete-Article-3(2}
2003/124/EC]}

Breach of confidentiality

I i dortialing of tho rel i i ion._[Note: Asticl

3(2)-2003/424/EC] [deleted]

[article 17(7) of the Market Abuse Regulation]

If an issuer is relying on BFR-25-2R article 17(4) or 17(5) of the Market
Abuse Requlation to delay the disclosure of inside information it should
prepare a holding announcement to be disclosed in the event of an actual
or likely breach of confidence. Such a holding announcement should
include the details set out in DTR 2.2.9G(2).

We recognise that an issuer may not be responsible for breach of BFR
25-2R article 17(4) or 17(5) of the Market Abuse Regulation if a recipient
of inside information under BFR-2.5-1R article 17 of the Market Abuse
Regulation breaches his duty of confidentiality.

Dealing with rumours

G

Where there is press speculation or market rumour regarding an issuer, the
issuer should assess whether a disclosure obligation arises under BFR
22AR article 17(1) of the Market Abuse Regulation. To do this an issuer
will need to carefully assess whether the speculation or rumour has given
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2.7.3

2.8

28.1

2.8.1A

2.8.2

2.8.2A

2.8.3
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rise to a situation where the issuer has inside information.

G & Where press speculation or a market rumour is largely accurate

@ : hat finds itcolf in the.ci sescribed |

h (1) should discl he inside inf o
i 6 tble: [deleted]

[Note: article 17(7) of the Market Abuse Requlation]

G  The knowledge that press speculation or market rumour is false is-ret
likelyte may not amount to inside information. Evenf If it does amount
to inside information, the FCA expects that ir-mest-ef-these there may be
cases where an issuer would be able to delay disclosure {eften-indefinitely)
in accordance with BFR-25-2R article 17(4) or 17(5) of the Market Abuse

Regulation.

Insider lists

Requirement to draw up insider lists

R Ani hat itand . its behalf .

I'I'I 'I'II,II |
occasional basis. [Note: Article 6(3) Market Abuse Directive] [deleted]

EU [article 18(1) of the Market Abuse Regulation]

Providing insider lists to the FCA on request
R Hsorequested-anissuermust-provideto-the-FCA-asseon-as-possible-an

icle 6(3 I I irectivel
EU [article 18(1)(c) of the Market Abuse Requlation]

Contents of insider lists

R rcidor I in the following information:
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Article-5(2)-2004/72/EC] [deleted]
2.8.3A EU [article 18(3) of the Market Abuse Regulation]

Maintenance of insider lists

2.8.4 R

2004172/EC] [deleted]
2.8.4A EU [article 18(4) of the Market Abuse Regulation]

2.8.5 R Andisstermustensdre-thatevery-insider-Hst-prepared-hy-i-or-by-persens

2.8.5A EU [article 18(5) of the Market Abuse Requlation]

2.8.6 G Anissuer and not Hs advisers or agents is ultimately responsible for the
maintenance-of-insidertists: [deleted]

[Note: article 18(2) of the Market Abuse Requlation]

2.8.7 G Ferthepuiposes-of DTR-2.8R-andissuershotld-maintain-a-Hstof:
@ . I hat inside inf ion:
@ its nrincioal her fi : .

bohalf ; i ¢ hos hod di I
who also have access 1o tiside information about it. [deleted]

[Note: article 18(1)(a) of the Market Abuse Requlation; article 18(2) of the
Market Abuse Requlation]

2.8.8 G
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[deleted]

Acknowledgement of legal and regulatory duties

2.8.9 R Anissuer must take the necessary measures to ensure that its employees

: : {culation of such inf o . Article 5(5
j [deleted]

2.8.9A EU [article 18(2) of the Market Abuse Regulation]

2.8.10 R Andisstermustensdre-thatany-person-that:

' c \FY ci ci 'y, v

i i ioh- : i [deleted]

2.8.10A EU [article 18(2) of the Market Abuse Regulation]
3 Transactions by persons discharging managerial responsibilities and their
connected persons
3.1
Purpose
3.1.1 G  This chapter sets-eut contains guidance on certain of the notification
obligations of issuers, persons discharging managerial responsibilities
and their connected persons under article 19 of the Market Abuse
Regulation, in respect of transactions conducted on their own account in
shares or debt instruments of the issuer, or derivatives or any other
financial instrument relating to those shares.
Notification of transactions by persons discharging managerial responsibilities
3.12 R
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[deleted]

3.1.2-A EU [article 19(1) of the Market Abuse Regulation]

3.1.2A G @ Fhe-Actprovides-that-an-individual whe-isnota-directorcan-stilt
I lischari ol bilitios in relati
an-tssuer-H-they-are-a-"semtorexecutive-of such-anssuerand

they-meet-the-criteria-set-outin-the-Act: [deleted]

2) An individual may be a "senior executive efsueh-anissuer”, as
defined in article 3(1)(25)(b) of the Market Abuse Regulation,
irrespective of the nature of any contractual arrangements
between the individual and the issuer and notwithstanding the
absence of a contractual arrangement between the individual and
the issuer, provided the individual has regular access to inside
information relating, directly or indirectly, to the issuer and has
power to make managerial decisions affecting the future
development and business prospects of the issuer.

3.1.2B G  The threshold above which the obligations under article 19(1) of the
Market Abuse Regulation will apply to the transactions of a particular
person discharging managerial responsibilities or connected person is set
out in article 19(8) of the Market Abuse Regulation.

3.1.3 R The notification required by DTR 3.1.2R must contain the following
information:

22 EE

3

2004172/EC] [deleted]
3.1.3A EU [article 19(6) of the Market Abuse Regulation]

Notification of transactions by issuers to a RIS
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3.15

3.1.6

3.1.7

3.18
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(d)  paragraph 26 of the Model Code.

Fhe ||etllleat|e|_| o 1alzls_elese||beel i-paragraph-1)-must be-made

als sel oR-as peslsmlﬁe”and_ln a|“§ e"e'.'t By ﬁnel Ia_te; than .tl'e el ||eI|eI
issuer—[deleted]

[Note: article 19 (3) of the Market Abuse Requlation]

R I ificat o 1 include the inforrratio

[deleted]
[Note: article 19 (6) of the Market Abuse Requlation]

R Ifani Kes 1 . ificati I I
3.1.4'%‘1"&,, a mm‘ i i j j j

|deetd|
G : he f itled Notificati : : :

becomes aware of the information. [deleted]
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Annex M
Amendments to the Service Companies Guide (SERV)

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

1 Handbook requirements for service companies
1.2 Part of the Handbook applicable to service companies
1.2.2 G  Parts of the Handbook applicable to service companies

This table belongs to SERV 1.2.1G

Part of Handbook | Applicability to service companies

Business

standards
Market Conduct MAR 1 (Code-of-marketconduct

sourcebook (MAR) | Market Abuse), MAR 2 {price
stabihising-rulesy (Stabilisation) and
MAR 4 (Endorsement of the
Takeover Code) apply to service
companies.

MAR 5 (Multilateral Trading
Facilities), MAR 6 (Systematic
Internalisers) and MAR 7 (Disclosure
of information on certain trades
undertaken outside a regulated
market or MTF) do not apply to
service companies.
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Amendments to the General guidance on Benchmark Submission and Administration
(BENCH)

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

2 Parts of the Handbook applicable to benchmark submission activity and

benchmark administration activity

2.1.2 G  Parts of the Handbook applicable to the regulated activities of providing
information in relation to a specified benchmark and administering a
specified benchmark.

Part of the Applicability to the regulated activities of
Handbook providing information in relation to a
specified benchmark and administering a
specified benchmark
Business Market Conduct | MAR 1 {Cede-of Market-Conduet)
Standards | Sourcebook (Market Abuse), MAR 2 (Stabilisation)
(MAR) and MAR 8 (Benchmarks) apply.
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Annex O

Amendments to the Financial Crime Guide (FC)

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

Annex 1:
Common terms

This annex provides a list of common and useful terms related to financial
crime. It also includes references to some key legal provisions. It is for
reference purposes and is not a list of ‘defined terms’ used in the Guide.
This annex does not provide guidance on rules or amend corresponding
references in the Handbook’s Glossary of definitions.

Term

Meaning

Suspicious Transaction Report
(STR)

When applied to money laundering reporting, the term
‘Suspicious Transaction Report’ is used commonly outside
of the UK in place of ‘Suspicious Activity Report’. Both
terms have substantially the same meaning. -the-UkKthe
Ee*ml Suspicious ha}.*slae'ﬂe? P‘epl oFtASTR) Eeﬁld‘s to-be

Suspicious Transaction and

Following implementation of the Market Abuse Regulation,

Order Report (STOR)

in the EU the term ‘Suspicious Transaction and Order
Report’ (STOR) is used in connection with market abuse

reporting.
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