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Disclaimer

When we make rules, we are required to publish:

e alist of the names of respondents who made
representations where those respondents consented to
the publication of their names,

e anaccount of the representations we receive, and

e anaccount of how we have responded to the
representations.

In your response, please indicate:

« if you consent to the publication of your name. If you
are replying from an organisation, we will assume that
the respondent is the organisation and will publish that
name, unless you indicate that you are responding in an
individual capacity (in which case, we will publish your
name),

 if you wish your response to be treated as confidential.
We will have regard to this indication, but may not be
able to maintain confidentiality where we are subject
to alegal duty to publish or disclose the information in
question.

We may be required to publish or disclose information,
including confidential information, such as your name
and the contents of your response if required to do so
by law, for example under the Freedom of Information
Act 2000, or in the discharge of our functions. Please
note that we will not regard a standard confidentiality
statement in an email message as a request for non-
disclosure.

Irrespective of whether you indicate that your response
should be treated as confidential, we are obliged to
publish an account of all the representations we receive
when we make the rules.

Further information on about the FCA's use of personal
data can be found on the FCA website at: www.fca.org.
uk/privacy.
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Chapter1

Summary

Why we are consulting

We are consulting on proposals to transfer the firm-facing requirements of the MiFID
Org Reg (Commission Delegated Regulation (EU) 2017/565) into FCA handbook rules.
We want to provide continuity to firms and therefore the overall approach we are

proposing in this consultation is to retain the current substance of the requirements.

This CP follows Treasury's policy paper on its next steps for reforming the UK's MiFID
framework, published as part of announcements made around the Mansion House
speech.

What we are consulting on

The MiFID Org Reg contains firm-facing conduct rules and systems and controls rules
to ensure market integrity and investor protection. The UK version of the MiFID Org Reg
applies directly to UK MiFID investment firms.

In 2018, when implementing MiFID I, we replicated parts of the MiFID Org Reg into the
FCA Handbook for certain sourcebooks so that firms could see all the relevant MiFID
requirements relating to a particular topic in one place.

We also extended some of the MiFID requirements to firms conducting non-MiFID
business. We extended them to ‘optional exemption firms' (Article 3 firms) so they are
subject to very similar conduct and system requirements, and we also extended some
limited provisions to other non-MiFID firms.

This paper sets out our proposals for replacing the firm-facing requirements in the
MiFID Org Reg with Handbook rules, when the Treasury commences the repeal of the
MiFID Org Reg. Provisions we are not replacing in regulatory rules will either be restated
or repealed by Treasury, to coincide with our Handbook rules coming into force. The
Treasury will publish a draft Statutory Instrument to propose these changes.

In this consultation we propose to retain the current substance of the requirements,
giving firms continuity.

However, we are interested in views about reform, either now or in the future, to make
the rules better suited to the range of UK authorised firms and clients they provide
services to. This includes in circumstances where the Consumer Duty does not apply.
So Chapter 4 is a Discussion Chapter that discusses how we could rationalise or improve
MiFID Il derived conduct and organisational rules, including for Article 3 firms. We also
discuss whether and how the client categorisation rules could work more effectively.


https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.gov.uk%2Fgovernment%2Fpublications%2Fnext-steps-for-reforming-the-uk-markets-in-financial-instruments-directive%2Fnext-steps-for-reforming-the-uk-markets-in-financial-instruments-directive&data=05%7C02%7CRuby.Gordon%40fca.org.uk%7C26f179c2cf5f4043530108dd0a1f3c21%7C551f9db3821c44578551b43423dce661%7C1%7C0%7C638677851524166165%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=KBqvE4XUi%2Fn9j1hu%2B%2F%2FXKnaWkvYT4qAIqHDbcKVzr74%3D&reserved=0
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1.12

1.13

1.14

The Prudential Regulation Authority (PRA) will consult separately on replacing relevant
firm-facing provisions in the MiFID Org Regin PRA rules. We will liaise closely with them
on this.

We propose some conseqguential amendments and minor changes to reflect our
Handbook drafting style, as well as to simplify the requirements and provide greater
clarity.

Who this applies to

The proposals in this CP affect a wide range of firms that the FCA authorise, regulate
and recognise, as well as certain persons not requiring authorisation but who are subject
to obligations under MiFID I, particularly. Some firms are also authorised and regulated
by the PRA:

e MiFID investment firms including credit institutions and collective portfolio
management investment firms

e MiFID optional exemption ‘Article 3’ firms

e Third country firms

« Undertakings for Collective Investment in Transferable Securities (UCITS)
managers

« Residual Collective Investment Scheme (CIS) operators and small authorised UK
Alternative Investment Fund Managers (AIFMs)

o Occupational Pension Scheme (OPS) firms

« Recognised investment exchanges (RIEs)

In Chapter 4, we are seeking views on how we can simplify and rationalise the
requirements in the future. As well as the stakeholders listed above, we are also
interested in hearing from groups that represent the interests of consumer groups,
to the extent that they have not already provided feedback on these topics to the
Consumer Duty Call for Input.

Outcomes we are seeking

We want to maintain the current requirements for firms while we restate these
regulatory requirements from legislation into our rules, making them consistent with our
Handbook style. Our aimis to provide continuity and clarity, simplifying requirements
where possible, without changing their scope or application.

Measuring success

We will measure success in the short term by a lack of market disruption and limited
burden on firms from implementing our final rules.
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The FCA's Rule Review Framework states that, while we will generally monitor key
metrics of new rules, we may decide not to monitor such metrics where the new rule
relates to a minor policy or rule change with minimal impact. Because the rules being
proposed here are expected to have a minimal impact and not change the regulatory
requirements already in place, we don't propose to put metrics in place, but we will
monitor any feedback or comments we receive once the rules are in place.

Next steps

We seek feedback on our proposals on the consultation questions set out in Chapter
3 by 28 February 2025 and by 28 March 2025 for the discussion questions raised in
Chapter 4. Please respond by completing the form on our website or by sending a
response to cp24-24@fca.org.uk. We will consider the feedback we receive and plan
to publish a policy statement subject to finalising our rules. This will be in line with the
Government's timetable to repeal the legislation.
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Chapter 2

The wider context

What we are aiming to achieve

The MiFID Org Reg provides detailed requirements for firms and contains key conduct
and systems and controls obligations for investment firms, (eg, retail platforms,
portfolio managers, wholesale brokers). The regulation is broad in scope, covering
various requirements including: client categorisation, disclosure, suitability, reporting to
clients, best execution, inducements, research, conflicts of interest, business continuity,
outsourcing, control procedures and security mechanisms, risk, compliance and internal
audit functions, remuneration policies and telephone taping. It also applies to a broad
range of firms.

We intend to restate the existing firm-facing requirements from the MiFID Org Regiin
our Handbook as rules and guidance with no or minimum changes. We are not proposing
any new requirements on firms as part of these changes, nor do we propose removing
any existing requirements in this CP. Provisions we are not replacing in regulatory rules
will either be restated or repealed by Treasury, when our Handbook rules are ready to
come into force. Treasury will publish a draft Statutory Instrument to propose these
changes.

Restating the MiFID Org Reg requirements into the FCA Handbook will enable us to
refine our approach across investment firms over the longer-term.

In line with the intent stated in our Call for Input (CFIl) on a Review of FCA requirements
following the introduction of the Consumer Duty, we anticipate further harmonisation
and rationalisation of our requirements (including those relating to investment business)
over time, delivering a more agile and coherent framework. We will seek to do thisin a
way that is tailored to, and facilitates participation in, UK markets. This could include for
example:

e streamlining the requirements that apply to firms conducting similar activities

e adaptingrules to new regimes or risks

« simplifying and removing the duplication of rules due to multiple EU directives
being implemented, particularly for the core conduct rules, systems and controls
requirements, conflicts of interest management and outsourcing.

We seek views on future changes in Chapter 4.

Chapter 4 also outlines current implications of a firm being Article 3 exempt. While we
are not consulting on changes to the regime for Article 3 firms, we seek early feedback
on how we might improve the regulatory framework for these firms.


https://www.fca.org.uk/publication/call-for-input/call-for-input-review-retail-conduct-rules.pdf
https://www.fca.org.uk/publication/call-for-input/call-for-input-review-retail-conduct-rules.pdf
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2.10

2.11
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Consultation with Panels

Section 1RB FSMA requires the FCA to set out information about any engagement with
the statutory panels of the FCA, the PRA or the Payment Services Regulator (PSR). We
have provided the Practitioner Panel with an overview of our proposals.

We have discussed our proposals to restate the firm-facing MiFID Org Reg provisions
into our rules with the PRA, and the Financial Ombudsman Service (Financial
Ombudsman). We will continue to liaise with them as we finalise the policy position
andrules.

Cost Benefit Analysis

We have not published a Cost Benefit Analysis (CBA) for the proposed changes. Our
objective is to maintain existing regulatory standards rather than introduce new
requirements. Under section 1381 (3) of FSMA we are not required to publish a CBAif, in
making the appropriate comparison, we consider either there will be no increase in costs
or the increase in costs will be of minimal significance. Annex 2 provides further details.

Derivation and Changes Table

The Derivation and Changes Table in Annex 4 sets out detail on the restatement

of individual provisions of the MiFID Org Reg into our Handbook. The Table briefly
describes each provision, what we propose for each provision and where the relevant
requirement may be found in the draft rules.

How it links to our objectives

Our Strategic aims

This publication supports our commitment to prepare financial services for the future
as set outin Our Strategy 2022 to 2025. This work will allow us to tailor our rules to
better suit UK markets, while maintaining market integrity, consumer protection and
enhancing market confidence. This aligns with the aims set out in Preparing for the
future of Consumer Investments by ensuring a market where consumers can invest with
confidence, understand the risks they are taking and the reqgulatory protections

they have.

Consumer protection

Our proposals will ensure that consumers continue to benefit from the same levels of
protection that currently apply to the provision of investment services.


https://www.fca.org.uk/publications/corporate-documents/preparing-future-consumer-investments
https://www.fca.org.uk/publications/corporate-documents/preparing-future-consumer-investments
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Secondary International Competitiveness and Growth Objective

We consider these proposals are proportionate and compatible with the FCA's
secondary international competitiveness and growth (SICGO) objective, as they simplify
and clarify existing obligations.

Once the firm-facing requirements are restated into our Handbook, we will consider
making appropriate changes to our rules through our usual rule making process. In doing
so we will act to advance our primary objectives and the SICGO.

Many of our firms operate globally and, in future work, we will take into account the need
forinternational interoperability. This means considering how our rules align with global
standards to ensure consistency where appropriate and minimise the regulatory burden
for firms that operate across multiple jurisdictions.

Other relevant initiatives

Work on the MiFID Org Reg takes place at the same time as a number of other reforms
relevant to investment firms. This section highlights relevant initiatives that are likely
to interact with the revocation of the MiFID Org Reg. We will work closely with relevant
stakeholders to ensure a coherent approach.

Review of FCA requirements following the introduction of the Consumer
Duty

In July 2024, the FCA launched a CFl onits review of FCA requirements under the
Consumer Duty. Through the CFl we sought views on whether, where and how we

can refine our retail conduct rules by relying on the Consumer Duty, while ensuring
continued support and consumer protection. We particularly want to address potential
areas of complexity, duplication, or over-prescription, which create regulatory costs with
limited or no consumer benefit. We also want to ensure our rules are flexible to allow for
future innovations. Although the CFlis primarily concerned with retail conduct rules and
guidance, views were also invited on the FCA's wider rules and guidance. We will bring
the feedback and insight we get from the CFl together with the insight we get from this
consultation to identify and then prioritise areas of the MiFID derived rules that could
be further simplified while continuing to secure an appropriate degree of protection for
consumers.

The Advice Guidance Boundary Review (AGBR)

In December 2022, the FCA and the Government announced a joint review to examine
the regulatory boundary between financial advice and other forms of support. The
review is considering how the regulatory framework might better facilitate industry
development and provision of better support for consumers when making financial
decisions. This is known as the Advice Guidance Boundary Review. In December 2023
we published, with Treasury, Discussion Paper DP23/5 setting out early-stage proposals
for potential solutions to improve customer outcomes. Following analysis of feedback,
we have announced, as part of the Chancellor's Mansion House speech, our next steps
in advancing this work. The MiFID Org Reg sets out key requirements relating to the
provision of investment advice and consideration of these requirements will be relevant

9
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should AGBR lead to changes to the way we define existing forms of guidance
and advice.

Disclosure Framework— Consumer Composite Investments (CCl)

The FCA'is consulting on a new disclosure framework for certain retail investment
products to replace PRIIPS. We want retail investors to get the information they need
to make informed, effective decisions to pursue their financial goals. Articles 50 and 51
of the MiFID Org Reg also relate to disclosure to investors of information about costs
and charges. We intend to propose changes to aspects of cost disclosure requirements
as part of our consultation on the replacement disclosure regime. Our proposals in this
consultation paper do not therefore include proposals relating to the requirements

in these Articles, save to preserve them pending completion of our work on the
replacement retail disclosure regime.

Revising the definition of Systematic Internalisers (Sls)

In CP23/32, we consulted on our intention to shift from a quantitative to a qualitative
regime for determining which firms are Systematic Internalisers (Sls). Completing this
shift requires changes to our Handbook, as outlined in Chapter 9 of CP23/32, and the
repeal of Articles 12 to 17 of the MiFID Org Reg, which set quantitative thresholds for
Sl determination across different asset classes. The changes to the Sl definition in UK
MiFIR, as included in FSMA 2023 (but not yet commenced), provide the foundation for
the UK to adopt this qualitative approach to Sl determination.

Under the Financial Services and Markets Act 2023 (Commencement No.8) Regulations
2024, the new legislative definition of an Sl will take effect on 1 December 2025. In the
Policy Statement PS24/14 we made supporting rules and guidance that will also take
effect on 1 December 2025. The transitional regime in Article 16ZA of the MiFID Org
Reg sets out what happens if data is not available from regulators to enable firms to
undertake calculations to determine whether they are an SI. This transitional regime
expires at the end of this year. As set out in PS24/14, we do not propose to publish data
on the overall size of the market before the new definition of an Sl comes into force

on 1 December 2025. In that period, we also said we will not expect firms to undertake
calculations to determine their Sl status. Firms will continue to be able to opt into the
Slregime.

Environmental, social and governance considerations

We have considered the environmental, social and governance implications of our
proposals and our duty under ss. 1B(5) and 3B(c) of FSMA to have regard to contributing
towards the Secretary of State achieving compliance with the net-zero emissions target
under section 1 of the Climate Change Act 2008 and environmental targets under s.

5 of the Environment Act 2021. We do not consider that the proposals are relevant to
contributing to those targets. We will keep this issue under review during the course of
the consultation period and when making final rules.

10



Financial Conduct Authority
Consultation Paper

2.23

2.24

2.25

2.26

Equality and diversity considerations

Section 149 of the Equality Act 2010 (EA 2010) requires the FCA to have due regard

to the need to eliminate discrimination, advance equality of opportunity and foster
good relations between different people when carrying out their activities. We are also
required to give thought to the potential impact of new proposals on relevant groups.

We have considered the equality and diversity issues that may arise from the proposals
in this Consultation Paper.

Overall, as our intention is to maintain the regulatory requirements which currently
apply to firms once the relevant parts of assimilated law are repealed, we do not
consider that the proposals materially impact any of the groups with protected
characteristics under the EA 2010. But we will continue to consider the equality and
diversity implications of the proposals during the consultation period and when making
the final rules.

In the meantime, we welcome your input to this consultation on what, if any, material
impact there may be on different groups of consumers and how our proposals may
otherwise impact on equality and diversity considerations.

11



Financial Conduct Authority
Consultation Paper

3.1

3.2

3.3

3.4

Chapter 3

Restating the MiFID Org Regulation
in our rules

In this Chapter we outline our proposals to restate the firm-facing obligations from the
MiFID Org Reginto our handbook with no policy changes. We also set out our general
approach for the sourcebooks and non-Handbook guidance, including how we intend to
approach terminology used. In Chapter 4 we ask for feedback on how, in the future, we
could rationalise and simplify the provisions in our Handbook that stem from MiFID. In
Annex 4 we have provided a derivation table outlining where we propose to put each of
the firm-facing obligations into our Handbook.

Overall, we intend to maintain the current scope of application of our rules MiFID firms
and non-MiFID business. This includes maintaining the current application of the
provisions of the MiFID Org Reg to third country firms and Article 3 firms as well as to
certain non-MiFID services and investments.

We set out specific changes made to each sourcebook and the rationale behind these
changes. The sourcebooks and non-Handbook guidance manuals include:

e The Conduct of Business sourcebook (COBS)

e The Senior Management Arrangements, Systems and Controls sourcebook (SYSC)
e The Market Conduct sourcebook (MAR)

e The Recognised Investment Exchanges sourcebook (REC)

o The Dispute Resolution sourcebook (DISP)

In the table below we have provided a high-level summary of the derivations table
in Annex 4, broadly outlining where we propose to transfer each of the firm-facing
obligations in the MiFID Org Reg into our handbook.

Handbook Location MiFID Org Reg Article
Provisions proposed to be restated in the Handbook

These are broadly firm-facing requirements. Our general approach to drafting (with some
limited exceptions, as explained in Annex 4) has been to restate the relevant requirement

in the Handbook with changes to reflect Handbook drafting style and to simplify or clarify
drafting where possible. We have not proposed policy changes. Where possible, we have relied
on existing Handbook provisions, such as in the Glossary, to effect the transfer of relevant
provisions of the MiFID Org Reg.

The application provisions in Articles Al and 1 of the MiFID Org Reg are given effect through the
application provisions of relevant Handbook sourcebooks.

Glossary Articles 2, 3, 164, 28, 36(1), 77 and 78(3)
SYSC Articles 21-25, 27, 30-35, 72, 76 and Annex |
COBS Articles 29, 36-61, 63-71, 73-75, Annex |, Annex Il and Annex IV

12
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Handbook Location MiFID Org Reg Article
MAR Articles 78-80 and Annex I
MAR and REC Articles 81(1) and 82

DISP Article 26, Annex|

Provisions not proposed to be restated in the Handbook

These are generally provisions which do not impose requirements on firms (not 'firm-facing’
requirements). These provisions are either already incorporated in UK law (such as the
Regulated Activities Order) or will be otherwise restated by Treasury or simply repealed.

Articles 4 to 11 (relate to the perimeter and are already
accommodated in the RAO)

Articles 12-16ZA, 17, 81(2)

Articles 83-91 (not restated as part of this exercise)

Our general approach

The origin of the MiFID Org Reg as a directly applicable EU regulation meant that

in relation to the persons subject to its scope and application provisions applied,

the regulation could only be replicated in our Handbook with the abbreviation 'EU’

at the start of the provision (becoming a 'UK" abbreviation after the EU withdrawal
implementation period). This denoted that the MiFID Org Reg provisions were copied
out legislative material from the EU, rather than FCA-made rules. This copy-out was
done for ease of reference for MiFID firms and to enable us to apply the requirements
to non-MiFID investment business and non-MiFID firms as rules, where appropriate
(see 1.4). We applied the content of the regulation and suitably adapted it to certain
non-MiFID firms and non-MiFID business using application provisions in individual
sourcebooks (e.g. SYSC 1 Annex 1 and individual chapters of COBS).

Our approach to Handbook terminology is to enable the restatement of the
requirements in the MiFID Org Reg as FCA Handbook rules, using and adapting existing
Handbook Glossary definitions, where possible, and creating new definitions, where
necessary. We set out our proposals in more detail below.

We intend to make amendments to Handbook Glossary terms where necessary for

the purpose of incorporating provisions of the MiFID Org Reg in the Handbook. We

also propose consequential cross-referencing changes to other materials, in which we
propose to update references to MiFID Org Reg Articles or Handbook rules, as a result of
the restatement of the firm-facing obligations, including:

o Client Assets sourcebook (CASS)

o Decision Procedure and Penalties Manual (DEPP)

o Disclosure Guidance and Transparency Rules sourcebook (DTR)
e General Provisions (GEN)

e Professional Firms sourcebook (PROF)

o Supervision Manual (SUP)

e The MiFID 2 Onshoring Guide (M2G)

e Training and Competence sourcebook (TC)

13
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3.11

3.12

Any amendments to the Perimeter Guidance Manual (PERG) are dependent on HMT's
Statutory Instrument, therefore any potential changes to PERG will be addressed
separately and will be consulted on in a quarterly CP in due course.

We propose that in the first instance we maintain a distinction between rules applicable
to MiFID-scope investment business and other non-MiFID business (though in practice
these rules are very similar). In time, we expect a comprehensive review of these
distinctions to form part of a wider package of changes to provide for easier navigation
and interpretation of our Handbook for users and to more closely calibrate regulatory
requirements to the risks they are designed to mitigate. This will be subject to future
consultations (see Chapter 4).

However, where possible and where it would not result in a change to the substance
of requirements, we are using this restatement of provisions into the Handbook as
an opportunity to clarify the drafting of requirements and align them with equivalent
Handbook provisions.

Recitals

For recitals that have previously been replicated in our Handbook either partially or in full,
we propose to maintain them as guidance, marked by the abbreviation ‘G"and to remove
from them references to the MiFID Org Reg and other parts of assimilated law. We are
not proposing to preserve any other recitals.

Question1: Do you agree with our approach to restating obligations
from the MiFID Org Reg into our Handbook?

[agree] [neutrall [disagreel]

Please explain your answer

Question 2: Do you agree with our approach to maintain recitals as
guidance, and remove references to the MiFID Org Reg
where we have replicated the recital in full previously?

[agree] [neutrall] [disagree]

Please explain your answer

Senior Management Arrangements, Systems and Controls
sourcebook

The MiFID Org Reg sets out the organisational requirements that apply to MiFID
investment firms regarding:

o Compliance (Article 22)

14
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3.14

3.15

3.16

3.17

« Risk management (Article 23)

e Internal audit (Article 24)

e Responsibility of senior management (Article 25)

o Outsourcing (Article 30-32)

» General organisational requirements (Article 21)

o Conflicts of interest; (Articles 33-35) and

e Renumeration of policies and practices (Article 27)

Many of these obligations are already contained in our Handbook in SYSC Chapters, 4 to
10, 10A and 19F.

When restating assimilated law into our Handbook, our intention is to use this
opportunity to deliver a more agile and coherent framework. This means reviewing
rules and where appropriate, removing any unnecessary complexity. We have sought
to do this through this consultation where such an amendment creates no change to
obligations or regulatory burden. Where more complex changes are required, including
in SYSC, we will consider harmonising and rationalising the requirements over the
longer-term.

In line with our general approach to restate the firm-facing requirements in the MiFID
Org Reg from legislation into Handbook rules we propose to incorporate Articles 21-25,
27,30-35, 72 and 76 from the MiFID Org Reg into the relevant Chapters in SYSC as rules
either by:

e Creating a new SYSC rule where the wording of the provision of the MiFID Org Reg
was different;

e Adjusting the existing SYSC rule where the text corresponds to the wording in the
provision of the MiFID Org Reg; or

« Making the necessary adaptations to Handbook terminology following the list
of equivalent terms in the table in SYSC 1 Annex 1 2.8AR(2) and maintaining the
longstanding concept of common platform firm.

In addition, with the application provisions in SYSC 1 Annex 1, we have incorporated
these SYSC rules into the application tables in SYSC 1 Annex 1:

o A’ (Application of the common platform requirements in SYSC 4 to SYSC 10); and

o 'B'(Application of the common platform requirements in SYSC 4 to 10 to MiFID
optional exemption firms and third country firms).

o Deleted table 'C' (Application of the requirements in Articles 1(2), 21 to 25, 30
to 32 and 72 of the MiFID Org Reg to MiFID optional exemption firms and third
country firms) given that these provisions are now incorporated in the body of the
relevant SYSC chapters.

The overall aimis to preserve the effect of the current framework with no policy
changes as regards content or scope.

15
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3.23

3.24

3.25

Conflicts of interest

Articles 33-35 of the MiFID Org Reg sets out the detailed rules relating to the
management of conflicts of interest for MiFID firms.

Very similar rules to the regulation’s requirements already exist in SYSC 10 rules because
FCA extended the MiFID conflicts of interest requirements to all firms at the time of
MiFID Il transposition. We have therefore restated Articles 33-35 of the MiFID Org Reg

in the Handbook by making amendments to the existing SYSC 10 rules, to apply them to
common platform and Article 3 firms.

In amending the SYSC 10 rules, we have, for the time being, maintained some technical
differences between the current SYSC rules, derived from different EU regimes, and
the MiFID Org Reg provisions. For example, SYSC 10.1.4R(5) requires firms to consider
inducements in the form of monies, goods or services. This language is derived from
the UCITS. Article 33(e) of the MiFID Org Reg reflects more recent MiFID Il language
and requires firms to consider inducements in the form of monetary or non-monetary
benefits or services.

In practice, read with the inducement rules applicable to all firms, we do not think this
difference in wording represents a difference in obligations for different firms. However,
for the avoidance of doubt we have maintained the technical distinction by drafting in
SYSC 10.1.4R(6) for now.

In Chapter 4, we discuss and request stakeholders feedback on opportunities for
simplification and rationalisation of FCA rules derived from various EU legislation in the
future FCArules.

The existing SYSC 10 rules have been adapted over time to implement conflicts of
interest rules from a number of EU Directives, including MiFID, UCITS, Alternative

Fund Managers Directive (AIFMD) and the Insurance Distribution Directive (IDD). Small
technical differences in the drafting of each directive has led to substantial duplication
and drafting complexity over time. We believe restating Articles 33-35 of the MiFID Org
Reg within existing SYSC rules, making limited drafting changes to maintain the existing
obligations for all firms, is preferable to restating Articles 33-35 into new rules which
substantially duplicate existing rules.

Further alignment could substantially simplify these core rules for all firms. This would
particularly benefit firms subject to conflicts rules from different regimes, such as asset
managers and Article 3 firms. We discuss this further in Chapter 4.

We have also taken the opportunity to make some clarifications and corrections which
we do not believe represent any change in policy.

« SYSC 10.1.6AAR reqguires a firm to ensure its management body receives written
reports on conflicts management at least annually. This rule was originally created
to extend the application of Article 35 of the MiFID Org Reg to non-MiFID firms.

It was adapted to implement a similar IDD implementing requirement. Both of
these EU regulations require reporting to senior management, defined in the FCA
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glossary consistently with both MiFID and IDD. Accordingly, we have amended
SYSC 10.1.6AAR to reflect this consistent approach.

e SYSC 1 Annex 1 tables A and B summarise the application of SYSC 10 rules to
different types of firms. Table A, column A is amended to reflect that SYSC10.1.8R,
which transposes MiFID Article 23 relating to disclosure of conflicts, applies to
common platform firms in relation to all business, rather than only insurance
distribution activities.

o Table Bisamended to reflect the application of SYSC 10.1.6AAR, SYSC 10.1.9AR
and SYSC 10.1.11AA to Article 3 firms and of SYSC 10.1.6AAR and SYSC
10.1.11AAR as guidance to third country firms in relation to all their business,
rather than only to insurance distribution activities.

As these corrections seek to reflect the policy position arrived at, following consultation
and cost benefit analysis, we do not consider these corrections to be a policy change.

Question 3: Do you agree with our proposed changes to SYSC?

[agree] [neutrall [disagreel]

Please explain your answer

Conduct of Business sourcebook

The MiFID Org Reg sets out conduct of business requirements relating to:

e Personal transactions (Article 29)

e Investment research (Articles 36, 37)

e Underwriting/placing (Article 38)

« Information to clients (Articles 44 to 51)

o Suitability and appropriateness (Articles 54 to 58)
« Reporting obligations (Articles 59 to 62)

o Bestexecution (Articles 64 to 66)

o Client order handling (Articles 67 to 70)

o Record keeping (Articles 73 =75, Annex IV)

We have made limited changes to COBS.

COBS 1 has been amended to simplify and clarify the application of COBS for different
types of firms including Temporary Permission (TP) and Gibraltar firms and in relation

to different types of business. In drafting these changes, we have sought to make it
easier for firms to navigate the application of COBS without changing the application

of the sourcebook itself. The application of COBS to TP and Gibraltar firms is now

dealt with in COBS 1 Annex 2. Consequently, we have deleted a number of provisions
throughout COBS which deal with the application of this sourcebook to these firms after
IP completion day and consolidated the relevant provisions in COBS 1.

COBS 6.1ZA.5R(5) has been amended to use the wider term ‘appointed representative’
alongside 'tied agent' because Article 3 firms do not appoint 'tied agents'. We think
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this inclusion is uncontentious because COBS 6.1.4R and 6.1ZA.7AR require firms
conducting non-MiFID business to make disclosures on appointed representatives and
when the equivalent rule in MiFID | was transposed, the term appointed representative
was used.

The requirements in Article 46 of the MiFID Org Reg were initially copied directly into
different COBS chapters. This meant that they did not align with the usual structure and
style of the Handbook. Instead of incorporating them following our usual approach to
drafting, we copied out the EU text. Additionally, some requirements, like those about
costs and charges in paragraphs (2A) and (2B), are only relevant in the context of COBS
6.1ZA, so we have now removed them from other sections where they aren't needed.

COBS 16A.3.5 UK (copying out Article 61 of the MiFID Org Reg) is no longer required and
has been deleted as the application of COBS to eligible counterparty business (ECPs)

is dealt with in COBS 1 Annex 1. Article 61 of the MiFID Org Reg originally provided that
"The requirements applicable to reports for retail and professional clients under Articles
49 and 59 shall apply unless investment firms enter into agreements with eligible
counterparties to determine content and timing of reporting.’ This provision referred
more specifically to reporting obligations and was amended by SI 2021/774. That
amendment was reflected in the Handbook and dis-applies various Articles of the MiFID
Org Reg to services provided to ECPs. As we address the application of COBS to ECPsin
COBS Annex 1, this provision is no longer required.

We propose that the record-keeping requirements which are currently containedin
Annex | of the MiFID Org Reg be replaced with individual rules within sections of COBS.
We propose that these provisions cross-refer to the more general record-keeping
requirements in SYSC. The location of these is summarised in the proposed changes to
Schedule 1to COBS.

Our proposed changes to COBS involve Articles 50 and 51 of the MiFID Org Reg
being restated into the Handbook without amendment. We propose to consult on
requirements relating to the disclosure of costs and charges (including with respect
to the requirements in Articles 50 and 51) as part of our consultation on the new
retail disclosure regime that will replace the assimilated PRIIPs Regulation and UCITS
disclosure requirements.

Question4: Do you agree with our proposed changes to COBS?

[agree] [neutrall [disagreel]

Please explain your answer
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Market Conduct Sourcebook

We have made changes to the Handbook in relation to market conduct rules.

Articles 77 to 79 of the MiFID Org Reg set out aspects of the regime for Small and
Medium sized growth markets. Including setting out who qualifies as a Small and
Medium-sized Enterprises (SME), the registration of an SME growth market and the
deregistration of an SME growth market. We are copying out the substance of these
Articles in new provisions in MAR 5.10.

Article 80 of the MiFID Org Reg sets out the considerations a regulator or trading
venue must take into account in considering whether a decision to suspend or remove
from trading a financial instrument would likely cause significant damage to investors'
interests or the orderly functioning of the market. This has been copied into MAR 5.6A
in respect of Multilateral Trading Facilities (MTFs) and MAR 5A.9 in respect of Organised
Trading Facilities (OTFs). The corresponding provisions relating to the regulator need to
remain in legislation.

Article 81 of the MiFID Org Reg and Section A of Annex Il elaborate on the obligation on
trading venues to inform the FCA of significant infringements of their rules, disorderly
trading conditions or systems disruptions and set out what signals might indicate

that the threshold for notification has been met. We have replicated the reporting
requirement in new provisions in MAR 5.6.1 for MTFs and MAR 5A.8.1 for OTFs and the
signals in a proposed new annex, MAR 1 Annex Il.

Article 82 and Section B of Annex Ill of the MiFID Org Reg elaborate on the obligation
on trading venues to inform the FCA of possible instances of market abuse and set

out what signals might indicate market abuse. We have replicated these reporting
requirements in the Handbook, in MAR 5A.6.1 for MTFs and in MAR 5A.8.1 for OTFs and
the signals in a proposed new annex, in MAR 1 Annex IIl. These signals are separate to
the market manipulation and insider dealing activities and indicators in the UK Market
Abuse Regulation which trading venue operators and firms' are required to identify and
report to the FCA in Suspicious Transaction and Order Reports. When the repeal of the
UK Market Abuse Regulation is commenced by HMT, consideration could be given to
consolidating these indicators of possible market abuse behaviours.
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Question5: Do you agree with our proposed changes to MAR?

[agree] [neutrall [disagreel]

Please explain your answer

Recognised Investment Exchange (RIE) and Recognised
Clearing House (REC) sourcebook

The revisions to REC deal with the same issues as the changes to MAR. There is slightly
revised wording in REC 2.16A in respect of recognised investment exchanges running
SME growth markets to reflect the fact that following FSMA 2023 we have a general
rulemaking power in respect of RIEs. REC 2.6.6A inserts provisions relating to when the
suspension or removal from trading of financial instruments would be likely to cause
significant damage to investors'interests or the orderly functioning of the market. REC
3.25 inserts provisions relating to notifying the FCA of significant infringements of their
rules, disorderly trading conditions or systems disruptions.

We also propose deleting provisions of the delegated regulation of MiFID that were

copied outin REC 2.6,10,11,15 & 16. Since the implementation of MiFID Ilin 2018 these
provisions have no longer been in force.

Question 6: Do you agree with our proposed changes to REC?

[agree] [neutrall [disagreel]

Please explain your answer

Dispute Resolution: Complaints sourcebook (DISP)

We propose amending DISP 1.1A which currently sets out requirements for dealing

with complaints, this falls within the scope of Article 26 of the MiFID Org Reg.

Similar amendments are proposed to DISP 2.3. Alongside other Glossary definition
amendments we propose amending the Glossary definition of a MiFID complaint by
replacing the reference to it being a complaint to which Article 26 of the MiFID Org Reg
applies, with the current wording in DISP 1.1A.3G which sets out the scope of Article 26.
This approach should maintain the same scope as the current MiFID complaints regime.

The Financial Ombudsman Service (Financial Ombudsman) operates two jurisdictions
—the compulsory jurisdiction and the voluntary jurisdiction. The voluntary jurisdiction
largely mirrors the rules made in the compulsory jurisdiction and the Glossary definitions
used in those rules. Where the FCA is proposing to amend the Glossary definitions used
in compulsory jurisidiction rules that are already mirrored in the voluntary jurisdiction the
Financial Ombudsman intends to mirror those proposed changes proposed changes
(set out above at 3.44) in the voluntary jurisdiction.
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The Financial Ombudsman has the power, with the consent of the FCA, to make

certain types of compulsory jurisdiction rules known as "scheme rules”. The
Ombudsman Service is proposing to adopt the FCA's proposed changes to the Glossary
definitions into its scheme rules where those glossary terms are used in the Financial
Ombudsman's scheme rules.

This section of the consultation relating to the voluntary jurisdiction rules and scheme
rules is issued jointly by FCA and the Financial Ombudsman.

Question7: Do you agree with our proposed changes to DISP?

[agree] [neutrall [disagreel]

Please explain your answer

Question8: Do you agree with the Financial Ombudsman's proposal
to mirror the FCA's proposed changes to DISP into its
voluntary jurisdiction?

[agree] [neutrall [disagreel]

Please explain your answer

Question9: Do you agree with the Financial Ombudsman's proposal to
adopt the FCA's proposed changes to the Glossary into its
scheme rules where those Glossary definitions are used in
the Financial Ombudsman scheme rules?

[agree] [neutrall [disagreel]

Please explain your answer

Derivation and changes table

The Derivation and Changes Table in Annex 4 indicates the proposed location of each
firm-facing obligation once restated in our Handbook.

In respect of Annex | of the MiFID Org Reg (record-keeping), we have taken account of
the typographical cross-referencing errors which were corrected in the EU version of the
MiFID Org Reg after Implementation Period Completion Date (IPCD). These errors were
corrected by Commission Delegated Regulation (EU) 2021/1254 of 21 April 2021 which
was not assimilated into UK law as it came into force after IPCD. In the Derivations and
Changes Table at Annex 4, we have used the correct cross-references from the above EU
regulation, notwithstanding that this differs from the UK version of the MiFID Org Reg.
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Question 10:

Question 11:

Question 12:

Are there any inconsistencies in the derivations table that
might affect your compliance or understanding of the
changes?

Yes
No

Please explain your answer

Do you agree with our proposed approach to the future
of each provision of the MiFID Org Reg as outlined in the
derivations table in Annex 4?

[agree] [neutral] [disagreel]

Please explain your answer

Are there any provisions not currently proposed for
restatement in the Handbook that you think should be
included?

Yes [please specify which provision]
No

Please explain your answer

Other considerations:

Question 13:

Do any of our proposed changes amount to a change in the
scope or application of a provision?

Yes [please specify which provision]
No

Please explain your answer

22



Financial Conduct Authority
Consultation Paper

3.48

3.49

Rights of action

Under section 138D of FSMA, persons may be able to bring an action for damages

where an authorised person breaches FCA rules unless this right has been disapplied.
We are proposing that our approach to the application of section 138D rights broadly

follows the existing way in which the relevant sourcebooks address those rights.

This means, for example, that the right of action provided for by section 138D would
generally apply to breaches of MiFID Org Reg requirements which are restated in COBS
but not to those which are restated into SYSC.

Question 14:

Question 15:

Are the provisions in the legal instrument clearly aligned
with the policy objectives outlined in this consultation
paper? Please highlight any areas requiring clarification.

Yes
No

Please explain your answer

Do you agree with our decision not to include a CBA in this
consultation paper?

[agree] [neutral] [disagreel]

Please explain your answer

Cost Benefit Analysis

Under section 138L(3) of FSMA we are not required to publish a CBA if, in making the
appropriate comparison, we consider either there will be no increase in costs or the
increase in costs will be of minimal significance. Annex 2 provides further details.

Question 16:

Question 17:

Do you agree with our proposed approach to the
application of rights of action under section 138D of FSMA?

[agree] [neutral]l [disagreel]

Please explain your answer

Please provide any other feedback on this Consultation
Paper
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Chapter 4

Future amendments to EU Derived
Organisational and Conduct rules

Many of our conduct and organisational rules are derived from EU Directives and their
implementing measures. A number of EU directives, such as UCITS Directive, AIFMD,
IDD, MiFID and the Capital Requirements Directive (CRD), included common operating
standards for firms, such as requirements to maintain adequate policies, procedures
and control functions and responsibilities of management bodies (‘organisational rules’).
They also included broadly similar standards on how firms conduct their activity with
clients, such as conflicts of interest rules and information to be provided to clients.

Where possible, and supported in consultation responses, the FCA sought at the time of
transposing each EU directive to apply a common standard to firms conducting similar
activities. For example, the common platform requirements in SYSC were devised to
ensure a single set of organisational requirements would apply to firms subject to both
MiFID and the CRD, rather than applying similar but slightly different requirements from
these directives on the same business functions.

Over time this became increasingly challenging. The law-making process for each
directive was independent of the others and each of them has been amended at
different times. In more recent directives, including MiFID I, IDD and AIFMD, many of the
detailed implementing measures were in the form of regulations (since transposed into
directly applicable assimilated law). In these cases, the FCA had no scope to make minor
amendments to maintain a common standard across the files.

This resulted in largely duplicative rules across our Handbook with small differences
in technical detail, and complex application rules needed to modify directly applicable
obligations to apply to non-MIFID business.

We think there is scope to simplify and amend the provisions in our Handbook that stem
from MiFID. We particularly want feedback on areas of complexity, confusion or over
prescription which create regulatory cost with limited or no client benefit in addition

to duplication where firms carry on business subject to multiple regimes. With our
secondary international competitiveness and growth objective in mind, we also want

to include appropriate flexibility in our rules to be responsive to future changes and
innovation, as well as interoperability with global operating models.

Potential areas in which we could rationalise or improve the rules for the benefits of
firms and markets, without negatively impacting client protection may include:

e Reducing the complexity and length of the Handbook by rationalising largely
duplicative conduct and organisational rules derived from various EU directives
(mostly in COBS and SYSC) and removing the distinctions in rules between types
of firms if there is no substantive difference in obligations.
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» Replacing ineffective distinctions between different types of firms by tailoring or
calibrating rules to better suit different sectors, or to better enable technological
development and innovation.

e Introducing flexibility on how firms can meet existing obligations, taking a more
outcomes-based approach where this may allow firms to better meet the needs of
clients —including retail and wholesale.

« Considering whether certain rules do not meet their intended objective, either
because they have never been effective (either generally or when applied in
particular context) or because they have become redundant due to market or
technological development.

« Rationalising the body of level 3 and other materials firms may rely on to interpret
our rules.

We asked similar questions about Handbook simplification in our CFl on the Consumer
Duty, focussing on where our retail conduct rules and guidance which overlap with

the Consumer Duty could be simplified. Though we also asked for views on our wider
Handbook as part of that publication, it did not focus on wholesale business. We think
there is an opportunity for firms to share a more detailed overview of action we might
take, for more specific feedback than we have received through the CFl.

We will be reviewing the feedback from the Consumer Duty CFl alongside feedback to
this paper. We have also previously asked questions about areas for simplification in
DP23/2: Updating and improving the UK regime for asset management. We are awaiting
action from the Government on the restatement of AIFMD and UCITS before any
changes can be taken forward. We are keen to build on the feedback that we received
that there may be benefit in standardising certain requirements across the different
files, over the longer term. However, consideration would need to be given to the costs
of doing so.

We will only make changes where there is clear benefit in doing so, having due regard

to our statutory objectives, and subject to any necessary consultation and CBA. In
doing so, we will balance the advantages of simplicity against the potential for additional
differentiation to better target the harm the rules are intended to address.

We are also mindful of the benefits of being consistent with international standards and
will take account of rules in other jurisdictions, so that firms can continue to operate
efficiently on a global basis.

We want to understand what impact any such potential improvements might have on
stakeholders. We will need to consider the interaction between the different files and
will need to carefully consider how we sequence this work. We will use the feedback we
get from this CP to help shape our approach to rule-making under the new regulatory
framework and help us decide what we should prioritise.

Question 18: Are there any specific rules that are challenging to navigate
or apply to any particular type of firm or activities? Do
any of our rules (or related level 3 or other FCA materials)
impose operational costs or other disadvantages that are
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disproportionate to the client protection they provide? If
so, please state which rules and why.

Question 19: Do any MiFID derived conduct or organisational rules create
challenges in their interaction with other FCA rules or
international standards?

Question 20: What are the likely benefits of any rationalisation or
improvements you would propose, for example reduced
compliance costs orimproved competition?

Immediate opportunity for rationalisation

In this section, we explain further the opportunity to reduce the complexity and length
of our Handbook that we have identified.

SYSC 10 Conflicts of Interest rules

One example where we see scope for simplification are the conflicts of interest rules.

MiFID, UCITS directive, AIFMD, IDD all included rules on conflicts of interest which were
substantially very similar. As a result, SYSC 10 includes a number of conflicts rules which
are very similar but apply only to a specified activity. For example, SYSC 10.1.8R, SYSC
10.1.9AR, SYSC 10.1.21R, SYSC 10.1.26R and SYSC 10.1A.6R all detail conflict disclosure
requirements that apply to different activities that firms conduct.

Firms doing mixed business may be subject to two or more different SYSC conflict
disclosure rules in relation to their different activities, even though the standard in each
is substantially the same. A firm must disclose in line with SYSC 10.1A.6R in relation to
insurance-based investment products, but in line with SYSC 10.1.8R and SYSC 10.1.9AR
in relation to distribution of MiFID financial instruments, for example.

Itis necessary to read SYSC 10 in conjunction with SYSC 1 Annex 1, which modifies
certain SYSC provisions. It also provides a road map for different types of firms setting
out how the SYSC 10 rules apply to them in relation to different aspects of their activity.

In Chapter 3 we explained that we propose to restate the conflict of interest obligations
in Articles 33-35 of the MiFID Org Reg into existing SYSC 10 provisions by making minor
drafting changes which do not change the effect of the provisions.

To fully rationalise SYSC 10 we will carefully consider where rules need to continue to
differentiate between different activities and whether small differences in language
practically give rise to substantive impacts for firms.

For example, SYSC 10.1.11R (transposed from UCITS Directive) requires a firm to specify
inits conflicts policy procedures and measures to ‘'manage’ conflicts. The MiFID Org Reg
(proposed to be restated into SYSC 10.1.11R) requires the policy to specify procedures
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and measures to ‘prevent or manage' conflicts. AIFMD Implementing Regulation
requires procedures to ‘prevent manage and monitor’ conflicts to be specified, and
SYSC 10.1A 4R (transposing IDD) requires the policy to specify procedures to 'manage
and prevent conflicts from damaging the interests of the client. We do not believe the
technical differences in the conflict's rules are substantive, given the application of SYSC
10.1.3R requiring all firms to take all appropriate steps to prevent or manage conflicts.

We will consider consulting on rationalising and simplifying SYSC 10 so that it is easier for
firms to understand the standards that apply.

Question 21: Do you agree that it would benefit firms to rationalise SYSC
10?

Question 22: What differences between conflicts rules for different
types of activity do you think need to be maintainedina
rationalised SYSC 10?

Best execution and personal account dealing

Other examples of rules which could be rationalised, without substantively changing the
obligations, include best execution rules in COBS 11.2, COBS11.2A and COBS 11.2B.
Rationalising these sections could allow us to more clearly distinguish between the
obligations of different types of firms in the execution chain.

Similarly, COBS 11.7 and COBS 11.7A apply substantially the same rules to personal
account dealing in relation to MiFID business and non-MiFID business.

Question 23: Do you agree that it would be beneficial to rationalise these
requirements?

More complex opportunities for rationalisation

We have identified a number of areas where we think changes to the requirements are
merited, but such changes would be more complex and would also have a more material
impact on firms. We would welcome views on whether any of these should be actioned.

Information and disclosure requirements

Provision of information which enables clients to make the right decisions is essential.
Many COBS chapters require information to be provided to clients at different stages
of their investment journey. For example, COBS 2 requires disclosures to be made both
in relation to certain products (eg risk warnings) and services (eg costs and charges)
before services are provided, as well as some ongoing disclosure requirements egin
relation to inducements. COBS 6 specifies a wide range of disclosure and information
requirements relating to, among other things, general information about the firm,
information about the basis on which advice is given. COBS 14 specifies information
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to be provided to clients in relation to investments offered to the client, including risk
warnings, and COBS 16 and 16A specify requirements about reporting to clients in
relation to transactions and client assets held on behalf of the client.

Later this year we will be consulting on a new retail disclosure regime. The new
framework will replace the PRIIPs Regulation and the UCITS disclosure requirements,
with a more flexible approach. Products formerly under the PRIIPs and UCITS regimes,
including overseas funds in the Overseas Funds Regime (OFR), will be subject to the
rules in the new regime. Any changes to the MiFID requirements would need to be
considered in conjunction with changes relating to product disclosures.

More broadly, rationalising our information and disclosure rules might have long-

term benefits for firms and consumers. It might improve competition by simplifying
the compliance burden for new firms entering the market or accommmodating future
financial product innovations. It may also make it easier for us to supervise firms'
compliance with these requirements more efficiently. However, reviewing and
rationalising these rules will be complex and will require careful consideration and may
incur costs for firms. We therefore propose to consider how we might do this over the
longer term. Feedback from this discussion will help us to consider which information
and disclosure requirements we should prioritise to review.

Question 24: Do you have any specific suggestions for which disclosure
requirements could be rationalised? This does not include
CCls.

[If yes, please explain your answer, including which
disclosure requirements should be prioritised for review,
and why.]

Client categorisation

The client categorisation regime facilitates calibration of client protections to different
types of clients with varying levels of financial knowledge, experience and risk tolerance.
Under the regime, clients can be categorised as retail, professional or (for certain types

of activity) eligible counterparty (ECP) based on fixed criteria (per se categorisation).

The regime also allows flexibility for clients to opt up or down to an alternative category

where they consider that their ‘per se' category does not reflect their capabilities to
properly assess the risks of the financial markets in which they participate.

Client categorisation is used to calibrate protections such as suitability and
appropriateness tests for certain services, best execution, a range of disclosure
obligations and access to certain redress mechanisms. Significant additional consume
protection measures have been introduced in recent years for clients categorised

as retail, including the Consumer Duty and restrictions in relation to certain higher

risk products such as leverage limits for Contracts for Difference (CFDs). Many
regulatory protections do not apply in relation to professional clients and ECPs which
are considered capable to assess the risks that they are taking and which avoids
unnecessary friction and costs for wholesale business.

r
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Why we are seeking feedback

The principle that clients should be categorised into different categories is well
established, and aids good functioning of the market. It allows, for example, for more
streamlined requirements for wholesale market participants. However, if not calibrated
appropriately, categorisations can create challenges.

Most of the thresholds and criteria for determining the category of a client were
established over 17 years ago. In that time, there have been significant economic, social
and technological changes. It is appropriate for us to consider whether the boundaries
for each of the client categories are where they should be and whether client protection
rules are calibrated correctly for each category.

We are aware that client categorisation is a core process in firms' operations, established
and maintained at great cost. Any changes to this regime will only be made if there is
clear benefitin doing so, and subject to consultation and cost benefit analysis.

We are also aware of responses to the Consumer Duty Call for Input and from responses
to DP 23/2 Updating and improving the UK regime for asset management that some
firms think these rules should be amended.

Per se Professional and ECP

There is substantial overlap between the per se professional and per se ECP categories.
As the calibration of protections afforded to each category is based on the types of
entities in the per se category, we want to consider whether the current boundaries

are best placed to facilitate appropriate calibration of rules to these wholesale client
categories.

In particular we want to consider whether entities that act on behalf of underlying

clients should be treated as per se ECPs. In practice we understand such entities tend

to request to opt down to professional status to ensure they meet their obligations in
relation to their own clients. Removing such entities from the per se ECP list would mean
they would be categorised as professional by default, rather than having to request to
opt down.

MiFID Il narrowed the difference in treatment of retail and professional clients and ECPs.
Ensuring the thresholds for each category are right may enable us to reserve certain
protections for professional clients. This could clearly distinguish the ECP category

as one that minimises friction in dealing between the most sophisticated entities that
expect or require little protection.
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Question 25: Do firms that act on behalf of clients tend to request to opt
down to professional status? Should such firms be removed
from the list of entities that can be treated as per se ECP?
Would this help clearer calibration of client protection
rules?

Question 26: Could the per se categories be simplified in other ways,
eg, replacing different types of authorised firm listed
separately with ‘authorised person’? Or harmonising the
differences in certain thresholds within the wholesale
categories which differ for MiFID and non-MiFID business?

Elective categorisation

We would like to consider how well the process for allowing clients to elect to be
categorised differently than their per se category is working. In particular:

i. Doesthe process allow sufficient flexibility for clients to switch category when
appropriate?
ii. Arethe currentrules and guidance sufficiently clear to discourage firms

inappropriately opting clients up to avoid consumer protections from which these

clients should benefit?
iii. Whether the use of elective professional categorisation in relation to financial
promotion rules remains appropriate in all circumstances?

The bar for opting a retail client up to be treated as a professional is high. We believe it
should be, given the extent of protections the client will waive if their request to opt up
is accepted. Through our supervision we have observed some poor practices in recent
years where firms are not conducting adequate assessments of clients’ expertise,
experience and knowledge when opting them up to professional client status. Some
firms ask poor quality questions of clients, accept weak answers and keep insufficient
records to support their assessment. Of particular concern are those firms whose
processes appear to be designed to encourage clients to opt up to avoid higher
consumer protections, such as leverage limits on CFDs.

Whilst we observe some poor practice, we recognise there are positive reasons for

opting clients up. We recognise that the pace and creativity of innovation in UK financial

services creates new opportunity for businesses and consumers to participate in
capital markets. The FCA has a statutory objective to secure an appropriate degree

of protection for consumers but in considering what degree of protection may be
appropriate, we must have regard to (amongst other things) the general principle

that consumers should take responsibility for their decisions. For investors who can
understand and accept levels of risk, our rules should not act as a barrier to their ability
to actin theirinterests and pursue their financial objectives.
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Current opt up rules

COBS 3.5.3R(1) requires that a firm may only accept a retail client’s request to opt

up to professional status if it has undertaken an adequate assessment of the client's
expertise, experience and knowledge (the "qualitative test"). COBS 3.5.5G provides that
the fitness test firms apply to their own managers and directors is an example of what
an adeqguate assessment may look like.

Firms carrying out MiFID business, or mixed business, must also meet the 'quantitative
test'. This requires the firm to ensure the client satisfies two out of the three criteria
specifiedin COBS 3.5.3R(2) or, where the client is a local public authority or municipality,
the quantitative criteria specified in COBS 3.5.3BR or COBS 3.5.3ER, as relevant.

COBS 3.5.6R specifies further that a firm must take all reasonable steps to ensure
that a client requesting to opt up satisfies the qualitative test, and in the case of MiFID
or mixed business, the quantitative test, before accepting the client's request. COBS
3.8.2R(2) requires firms to keep records of sufficient information to support their
decision to categorise a client as professional by election.

As we explain above, COBS 3.5 set a high bar for opting up a retail client to elective
professional status. When determining whether to treat a retail client as an elective
professional, a firm must undertake a robust assessment of the client's expertise,
experience, and knowledge. This assessment should provide reasonable assurance that
the client is capable of making their own investment decisions and understanding the
associated risks. It is not enough for firms simply to 'tick the box'. The same standard
applies whether a firm is opting clients up on an occasional basis or because it has taken
the commercial decision not to deal with retail clients. The poor practices we have
identified are products of firms not maintaining adequate processes. Further, until a
clientis opted up, they remain a retail client by default and therefore benefit from the
protections afforded by the Consumer Duty.

Possible alternative approaches

We welcome feedback on a range of possible alternatives to add flexibility to the opt up
process and remove barriers to investment for very experienced investors, while further
discouraging poor practices. Options may include, but not be limited to:

i. Updatingand/ or adding alternative quantitative test criteria. This could include:

= adding product specific criteria or alternative indicators of a client's expertise,
knowledge and experience.
— adjusting the asset threshold

ii. Aligning the rules for MiFID business with the current standard for non-MiFID
business (which does not specify particular quantitative criteria that must be met
in all cases). This standard requires firms to exercise judgement in applying the
outcomes based qualitative test. This could give firms the flexibility to design,
document and implement assessment policies and procedures appropriate to
the range of services they provide and clients they provide those services to. This
approach could additionally include:
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— additional Handbook guidance on factors firms should consider in making their
assessment of the client
= making a minimum investment portfolio threshold a prerequisite to opting up.

iii. Strengthening the process for ensuring consumers understand the implications
of requesting to opt up, including with respect to the regulatory protections they
would forego. This could include:

— outcomes based rules or Handbook guidance on client engagement and /
or education similar to the requirements of the Consumer Duty customer
understanding objective

= introduction of a cooling off period to ensure a client has adequate time to
assess the implications of their request to opt up

= periodic confirmation that the client wants to continue to be treated as a
professionalin relation to the relevant products and services, providing them
opportunity to opt back in for retail protections. In particular where changes
have been made to the protections for retail clients since they opted out, for
example following the introduction of the Consumer Duty. Noting the existing
COBS 3.5.9R requirement that if a firm becomes aware that a client no longer
fulfils the initial conditions that made it eligible for categorisation as an elective
professional, the firm must take appropriate action.

Question 27: How important is it to your clients to have the ability to opt
up to professional client status? What are the benefits to
clients of opting up egis there a cost saving from lower fees
and /or better pricing?

Question 28: Do you think we should change our rules inrelation to
opting clients up to professional status? If yes, would you
support any of the approaches suggested above, or a
combination of these? Are there any alternative approaches
you would suggest?

Question 29: Where possible, please quantify the effect changes would
have. For example, estimate the additional potential
investment in UK capital markets from certain client groups
as aresult of any proposed change in the opt up rules.

Interaction of client categorisation with the financial promotion rules

The client categorisation regime interacts with the financial promotion regime.

The financial promotion regime for example, incorporates exemptions, including by
reference to recipients' sophistication or net worth. However, many of the financial
promotion rules are also disapplied in relation to promotions made to non-retail clients.

‘Client’ in this context is broader than its usual meaning. In relation to the financial
promotion rules a 'client’ includes anyone to whom a financial promotion is or is likely to
be communicated by the firm or where the firm has approved the promotion, even if the
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firm will not provide any service in connection with regulated activities to that person
(COBS 3.2.1R(3)).

A firmis not required to formally notify a person of their categorisation for the purposes
of COBS 3.3 where that personis only being treated as a ‘client’ for the purposes of

the financial promotion rules. That s, a person to whom they do not provide a service
involving designated investment business. For example, when a firm communicates or
approves a financial promotion relating to qualifying cryptoassets, in relation to which
there are currently no regulated activities, or when communicating with a corporate
finance / venture capital contact. Note that firms may be required to ‘categorise’ a client
other than under COBS 3 depending on the product they are promoting. For example,
direct offer financial promotions of restricted mass market investments to retail clients
are subject to client categorisation requirements set out in COBS 4.12A.21R.

However, financial promotion rules differentiate between promotions to retail and
non-retail investors. In applying these requirements, firms must have regard to the
client categories in COBS 3 for the purposes of establishing the status of the person
or persons to whom they are intending to communicate (or who are likely to receive
promotions which they are approving).

Among the rules which do not apply to non-retail promotions are the fair, clear and

not misleading rule and various substantive rules relating to the form, content and
presentation (eg in relation to risk warnings) of promotions. That being said, while the
fair, clear and not misleading rule may not apply to a non-retail communicationinits
capacity as a financial promotion, it may still apply in so far as the communication is one
in relation to designated investment business (COBS 4.2.2G(2)).

In recent years, the FCA has also imposed marketing restrictions which limit the extent
to which firms can promote certain high-risk investments to retail clients. For example,
speculative illiquid securities (such as speculative mini-bonds) cannot be marketed to a
retail client unless an exemption is applicable, eg, the investor is certified as a high-net
worth or a sophisticated investor.

We think it continues to be appropriate that certain financial promotion rules do not
apply in relation to per se professional and ECP 'clients’. However, we welcome feedback
on whether firms accept requests from ‘clients’ to elect to be opted up to professional
status for the purpose of exempting them from certain financial promotion rules.

Question 30: Inwhat circumstances do clients opt up to be treated as
elective professionals for the purpose of exemption from
certain financial promotion rules only?

Corporate finance contacts

The corporate finance contacts regime is a long-standing regulatory regime which
broadly enables firms advising corporates on capital raising to treat potential investors
as mere contacts rather than clients for the purpose of COBS and MiFID based
obligations (including MiFID Org Regrules). The purpose of the regime is to ensure
potential investors understand that the corporate finance firmis acting in the interests
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of the corporate, and not providing services to the potential investor with the associated
implications regarding regulatory protections.

Under the regime the corporate finance firm nevertheless remains subject to the
financial promotion rules when communicating financial promotions, or approving
promotions for communication, to potential investors. COBS 3.2.2G explains that a
corporate finance contact is a ‘client’ of the firm for this purpose, and the firm must
comply with the financial promotion rules accordingly.

To comply with the financial promotion rules in COBS 4, a firm must consider whether
the recipient of a financial promotion will be a retail or non-retail ‘client’. As a result, firms
undertaking corporate finance business may need to consider the categorisation of
their corporate finance contacts for the purpose of applying the financial promotion
rules.

An essential element of the corporate finance contact regime is that the firm must not
give any indication to the contact (the potential investor) that they are treated as a client
and must not behave in a way which might reasonably be expected to lead the contact
to believe they are being treated as a client.

If a firm is treating a contact as an elective professional when applying the financial
promotion rules, it must apply the requirements in COBS 3.5.3R which apply to non-
MiFID business. This requires that the ‘client’ must first request in writing to be treated
as a professional. The firm must then adequately assess that the client's expertise,
experience, and knowledge is such that they are capable of making their own investment
decisions and understanding the risks involved in the anticipated investment, warn the
client of the protections they will lose, and obtain the client's written statement that
they are aware of the consequences of losing those protections.

Therefore, the process of opting a contact up to elective professional status could carry
arisk of a contact believing they are being treated as a true client.

COBS 3.8 requirements to document processes for the assessment of a client's
category, and to keep records sufficient to support such assessment, are not applicable
in relation to corporate finance contacts. However, a firm must comply with general
governance and record keeping requirements, including SYSC 4 and SYSC 9. Under
these rules, firms are required to meet equivalent standards in relation to all of their
activities, including when treating contacts as elective professionals for the purpose of
the financial promotion rules.

Question 31: To what extent do firms treat corporate finance contacts as
elective professional clients for the purpose of complying
with the financial promotion rules?

Question 32: How do firms navigate the process of opting up while
ensuring that contacts are not under the impression that
they are receiving a service in the relation to a designated
investments (and related protections) from the firm?
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Venture capital contacts

A similar regime to the corporate finance contact regime exists for venture capital
contacts. The primary requirement of the venture capital contacts regime is that the
venture capital firm must not give any indication to the contact that they are treated as
a client. We welcome feedback from stakeholders on any circumstances in which the
venture capital contacts regime is used.

Question 33: To the extent you rely on the venture capital contacts
regime, please provide answers to the questions we have
asked for corporate finance contacts.

Long term changes

In addition to the technical changes identified above, there are also some more strategic
changes to the rulebook that could be made over the long term.

MiFID currently sets standards for a range of business models. Often the same
requirements apply to vastly different businesses. For example, suitability rules capture
a broad range of advice activities. In future, it may be useful to differentiate in our
requirements according to the business models we see. As part of our work on AGBR,
we are exploring ways to ensure more support is provided to retail investors but we may
not seek to make equivalent changes to advice that is delivered to professional clients.

Equally, some very similar business activities are regulated to different standards when
requirements stem from different directives. Multi-asset funds for example provide
investors with a diversified pooled investment in a very similar way to a model portfolio
service (MPS), yet funds and MPS' are regulated differently. The rules for multi-asset
funds stem from the UCITS Directive whereas the rules for firms providing non-utilised
model portfolios stem from MiFID.

In the longer term, we may seek to set requirements for firms depending on the risks
of harm presented by their business model, rather than a legacy MiFID/non-MiFID
distinction business. Whilst we have no immediate plans to do so, we are interested
in views.

Question 34: Are there any areas where you think sector specific changes
are needed? If yes, please explain your answer.

Article 3 MiFID Optional Exemption Firms

Article 3 of MiFID permitted countries to have a differentiated regime for certain firms,
provided they did not undertake cross border business. We refer to firms subject to this
alternative regime as Article 3 firms.
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Clearly, whether or not a firm conducts cross border business is a meaningless
differentiation of firms post UK exit from the EU.

Around 5,300 firms are authorised as Article 3 firms. These are predominantly personal
investment firms but also include corporate finance and venture capital firms. These
firms play a critical role in the UK economy, whether helping consumers realise their
financial goals or sourcing capital for businesses.

FSMA 2023 revoked various assimilated law, including Part 2 of the MiFI Regulations
imposing restrictions on activities of Article 3 firms, subject to commencement. Alongside
the Treasury we are considering the policy options arising of the new domestic framework
and what this might mean for future regulation of Article 3 firms. This may include
considering the activities they are permitted to carry out in the absence of a single market
framework, and connected legislative and Handbook amendments

Any changes would be sequenced with the introduction of our replacement rules to
ensure there is no unintended impact to the authorisation status of relevant firms.

At this point we are not proposing any changes to MiFID derived rules applicable to
Article 3 firms. However, as part of our request for feedback on how we can rationalise or
improve our rules (as discussed earlier in this chapter), we particularly welcome feedback
from Article 3 firms. To help facilitate Article 3 firms' consideration of the current
framework, we describe below the background to Article 3 and the implications of being
an Article 3 firmin relation to MiFID derived rules.

This section of the Discussion Chapter describes the background to Article 3 and the
implications of being an Article 3 firm in relation to MiFID derived rules. This detail is
provided to help firms consider how well the current framework and rules work for
Article 3 firms, and whether improvements could be made. In particular, to reduce
complexity or to ensure that Article 3 firms have flexible requirements that are
proportionate to the potential for harm that could arise from their activities. As set out
in 4.8-4.11 we will use feedback from firms to help shape our approach to rule-making
under the new regulatory framework and help determine prioritisation.

Article 3 authorisation has a range of other implications beyond application of MiFID
derived rules. For example, Article 3 firms are subject to different prudential treatment
than MiFID investment firms. In CP23/24 Capital deduction for Redress: personal
investment firms (published in November 2023), we discussed broader improvements to
the prudential regime for personal investment firms (many of which are Article 3 firms)
to meet our operational objectives. Any proposed improvements to the prudential
regime will be subject to future consultation.
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Background to Article 3 optional exemption

MiFID established the conditions under which authorised investment firms could provide
specified services throughout the Union, either on a cross-border basis from their home
state, or by establishing branches in other EU member states.

To ensure consistent standards and a level playing field, MiFID harmonised (and
strengthened) the authorisation and operating requirements for investment firms. To
avoid unwarranted burden on firms that conducted limited activity and did not intend to
offer services outside their own country, Article 3 of MiFID allowed Member States the
option to exempt such firms from certain EU legislation, subject to certain conditions.

In taking up the MiFID Article 3 optional exemption, the UK added an option for firms
eligible for the Article 3 regime to opt-in to full MiFID investment firm authorisation.

Adopting Article 3 allowed the FCA to exclude Article 3 firms from the definition

of 'MiFID Investment Firm' and therefore from the scope of the CRD and other EU
prudential regulation. This was important because at the time EU prudential regulation
implemented Basel for banks and was not fully tailored to reflect the nature of (non-
bank) firms that carried out investment business. However, this is no longer the case
and there is now a separate prudential regime designed for firms that do investment
business.

The UK approach also allowed firms to opt-in to get the benefits of a MiFID investment
firmi.e. permission to conduct a wider range of services and passporting to provide
services throughout the EU. Opting in however required firms to comply with EU derived
prudential rules, which FCA was unable to tailor to the risk profile of these firms. Again,
this is now no longer the case as FCA is free to tailor the separate prudential regime

it has designed for firms doing MiFID investment business (subject to any obligations
under Part 9C of FSMA).

Article 3 conditions

The Article 3 option was subject to conditions that the member states taking it up
would:

e Impose certain restrictions on the activity Article 3 firms could conduct (‘activity
restrictions’), and

o Ensure these firms are subject to domestic requirements that are ‘at least
analogous' to requirements specified in Article 3(2)(a) to (c) of MiFID Il (‘analogous
requirements’).
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Activity restrictions

The Article 3 activity restrictions, and the ability to apply for authorisation subject to
these restrictions, were given effect in Part 2 of the The Financial Services and Markets
Act 2000 (Markets in Financial Instruments) Regulations 2017 (MiFI Regs).

Regulation 6 of the MiFI Regs restricts Article 3 firms from:

» Providing MiFID services other than advising and arranging type services, and in
relation to transferable securities and units in collective investment undertakings only

e Transmitting orders other than to MiFID firms, UK banks, branches of similarly
regulated third country firms, UK authorised collective investment undertakings or
UK or European Economic Area (EEA) listed investment companies (eg investment
trust companies)

« Holding client funds or assets or placing themselves in debit with their clients

Analogous requirements

The FCA used its rule making powers to meet the condition that Article 3 firms be
subject to at least analogous authorisation, conduct and operating conditions as those
in MiFID. The list of analogous requirements is, in reality, a fairly comprehensive list of
the MiFID requirements that would be applicable to MiFID firms conducting the limited
services Article 3 firms are permitted to provide, but not the whole list.

FCAinterpreted ‘at least analogous' to mean that the domestic requirements applied to
Article 3 firms must achieve the same effect as, and be substantially similar, to each of
the analogous requirements and their corresponding implementing measures. The FCA
did however consider it had discretion to apply a degree of flexibility in how certain of the
analogous requirements were applied if needed as set out in CP16/19.

The effect of the analogous requirements condition is that there are very few
distinctions between the conduct and organisational requirements MiFID firms are
subject to and those that Article 3 firms are subject to.

For illustration, the following is a summary of where the rules derived from MiFID differ
in application to Article 3 firms. Greater differences in the treatment of Article 3 firms
existin other areas of FCA rules, in particular in relation to prudential treatment and
authorisations. We plan to engage with firms in more detail on these topics in due
course in separate consultations.
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Differences in application of MiFID derived rules for Article 3 firms

___________________________________________________________________________________________________________________________________________|
Telephone taping

SYSC 10A.1.9 allows Article 3 firms that provide services solely, or mainly, to retail
clients to meet the MiFID telephone taping requirements by retaining a written
note. This difference is an example of where FCA used its discretion in how Article
3 firms can meet the MiFID requirement. Discretion was given because Article 3
personal investment firms tend to be small and the cost of installing telephone
taping technology was considered disproportionate for such firms. We do not
propose to change this approach.

Client categorisation

COBS 3.5.3R (2) requires MiFID firms to include specified quantitative criteria when
conducting an assessment of whether retail clients (other than local authorities) can
be opted up to elective professional categorisation. This rule is not extended to non-
MiFID firms, including Article 3 firms. Article 3 and other non-MiFID firms are subject
to the qualitative test requiring them to undertake an assessment of the client’s
expertise, experience and knowledge which is adequate to give them a reasonable
assurance that the client is capable of making their own investment decisions.

COBS 3.5.2R sets out the fixed list of entity types that can be categorised as a per
se professional client. The conditions a large undertaking must meet to be treated
as per se professional by non MiFID firms, including Article 3 firms, are different to
the conditions a large undertaking must meet when dealing with MiFID firms.

COBS 3.6.4R sets some additional conditions which non-MiFID firms, including
Article 3 firms, must meet before accepting a client's request to opt up to eligible
counterparty.

Each of these rules are examples of rules in relation to which the UK was not
required to apply at least analogous requirements. The FCA was therefore not
obliged to extend them to Article 3 firms and took the view that the risk benefit
analysis did not justify doing so.

We discuss in more detail in paragraph 4.27 above whether the client categorisation
rules are an example of rules which could benefit from review, to ensure they work as
well as they should for all types of firms and clients.

Record keeping

COBS 11.5A relates to record keeping for transactions and orders. Article 3 firms
conducting corporate finance business are excluded from the scope of this rule
because they generally only take orders in shares of private companies. This is an
example of where the FCA used its discretion to exclude a specific subgroup of
Article 3 firms from the scope of a particular rule, even though the rule was on the
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list of analogous requirements, because that subgroup of firms do not conduct the
type of activity to which the rule relates.

Knowledge and competence

SYSC 5.1.5AAR and SYSC 5.1.5ABR, relating to knowledge and competence
requirements, do not apply to Article 3 firms. This is an example of where FCA used
discretion to determine that existing domestic rules, in this case the FCA's Senior
Managers and Certification Regime (SMCR) competent employees rules and

the detailed professionalism requirements applicable for certain retail activities,
impose an analogous standard to the MiFID requirement.

Communications with ECPs

COBS 4.2.1R requires MiFID firms to communicate with ECPs in a way that is
fair, clear and not misleading. This rule is not extended to Article 3 firms. This is
another example of where FCA used discretion to determine that existing FCA
requirements, in this case FCA Principle 7, impose an analogous requirement.

Systems and Controls rules

Certain systems and controls rules derived from MiFID, which were not on the
list of analogous requirements, are applied to Article 3 firms as guidance rather
thanrules. This is an example of where FCA has applied proportionality given the
majority of Article 3 firms are smaller businesses.

As illustrated above, there is limited practical difference in the application of MiFID Il
derived rules for Article 3 firms. However, the need to distinguish Article 3 authorised
firms has resulted in drafting complexity in the Handbook. In future we propose to
remove distinctions in our rules for MiFID and non-MiFID firms if there is no material
difference in the obligations.

Question 35: To the extent not already raised in your response to the

Consumer Duty CFl, are there any MiFID derived rules,
that we should consider tailoring differently for Article 3
firms? Are there any improvements we could make to our
Handbook to make it easier for Article 3 firms to navigate?

Question 36: Inthe event of future reform, would you plan to take

advantage of any removal of the activity restrictions

to offer more services to your clients? What, if any,
proportionality would need to be added to any current rules
relating to these additional activities to better tailor them
to therisks presented by your business?
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Questions in this paper

Question 1:

Question 2:

Question 3:

Question 4:

Question 5:

Question 6:

Question 7:

Question 8:

Do you agree with our approach to restating obligations
from the MiFID Org Reg into our Handbook?
[Agree, neutral, disagree]

Please explain your answer

Do you agree with our approach to maintain recitals as
guidance, and remove references to the MiFID Org Reg
where we have replicated the recital in full previously?
[Agree, neutral, disagree]

Please explain your answer

Do you agree with our proposed changes to SYSC?
[Agree, neutral, disagree]

Please explain your answer

Do you agree with our proposed changes to COBS?
[Agree, neutral, disagreel

Please explain your answer

Do you agree with our proposed changes to MAR?
[Agree, neutral, disagree]

Please explain your answer

Do you agree with our proposed changes to REC?
[Agree, neutral, disagree]

Please explain your answer

Do you agree with our proposals to change DISP?
[Agree, neutral, disagree]

Please explain your answer

Do you agree with the Financial Ombudsman'’s proposal
to mirror the FCA's proposed changes to DISP into its
voluntary jurisdiction?

[Agree, neutral, disagree]

Please explain your answer
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Question 9:

Question 10:

Question 11:

Question 12:

Question 13:

Question 14:

Question 15:

Question 16:

Question 17:

Do you agree with the Financial Ombudsman’s proposal to
adopt the FCA's proposed changes to the Glossary into its
scheme rules where those Glossary definitions are used in
the FOS scheme rules?

[Agree, neutral disagree]

Please explain your answer

Are there any inconsistencies in the derivations table that
might affect your compliance or understanding of the
changes? Yes/No

Please explain your answer

Do you agree with our proposed approach to the future
of each provision of the MiFID Org Reg as outlined in the
derivations table in Annex 4?

[agree, neutral, disagree]

Please explain your answer

Are there any provisions not currently proposed for
restatement in the Handbook that you think should be
included? [Yes,no, if yes please specify which provision]

Please explain your answer

Do any of our proposed changes amount to a change in the
scope or application of a provision?
[Yes,no, if yes please specify which provision]

Are the provisions in the legal instrument clearly aligned
with the policy objectives outlined in this consultation
paper? Please highlight any areas requiring clarification.
Yes/No

Please explain your answer

Do you agree with our decision not to include a CBA in this
consultation paper? [agree, neutral, disagree]

Please explain your answer

Do you agree with our proposed approach to the
application of rights of action under section 138D of
FSMA? [Agree, neutral, disagree]

Please explain your answer

Please provide any other feedback on this Consultation
Paper
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Question 18:

Question 19:

Question 20:

Question 21:

Question 22:

Question 23:

Question 24:

Question 25:

Question 26:

Question 27:

Are there any specific rules that are challenging to
navigate or apply to any particular type of firm or
activities? Do any of our rules (or related level 3 or
other FCA materials) impose operational costs or other
disadvantages that are disproportionate to the client
protection they provide?

If so, please state which rules and why

Do any MiFID derived conduct or organisational rules
create challenges in their interaction with other FCA rules
or international standards?

What are the likely benefits of any rationalisation or
improvements you would propose, for example reduced
compliance costs or improved competition?

Do you agree that it would benefit firms to rationalise
SYSC10?

What differences between conflicts rules for different
types of activity do you think need to be maintainedin a
rationalised SYSC 10?

Do you agree that it would be beneficial to rationalise
these requirements?

Do you have any specific suggestions for which disclosure
requirements could be rationalised? This does not include
CCls. [If yes, please explain your answer, including which
disclosure requirements should be prioritised for review,
and why.]

Do firms that act on behalf of clients tend to request to
opt down to professional status? Should such firms be
removed from the list of entities that can be treated as
per se ECP? Would this help clearer calibration of client
protection rules?

Could the per se categories be simplified in other ways,
eg, replacing different types of authorised firm listed
separately with ‘authorised person’? Or harmonising the
differences in certain thresholds within the wholesale
categories which differ for MiFID and non-MiFID business?

How important is it to your clients to have the ability to
opt up to professional client status? What are the benefits
to clients of opting up eg is there a cost saving from lower
fees and /or better pricing?
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Question 28:

Question 29:

Question 30:

Question 31:

Question 32:

Question 33:

Question 34:

Question 35:

Question 36:

Do you think we should change our rules in relation to
opting clients up to professional status? If yes, would
you support any of the approaches suggested above,
or a combination of these? Are there any alternative
approaches you would suggest?

Where possible, please quantify the effect changes would
have. For example, estimate the additional potential
investment in UK capital markets from certain client
groups as a result of any proposed change in the opt up
rules.

In what circumstances do clients opt up to be treated as
elective professionals for the purpose of exemption from
certain financial promotion rules only?

To what extent do firms treat corporate finance contacts
as elective professional clients for the purpose of
complying with the financial promotion rules?

How do firms navigate the process of opting up while
ensuring that contacts are not under the impression that
they are receiving a service in the relation to a designated
investments (and related protections) from the firm?

To the extent you rely on the venture capital contacts
regime, please provide answers to the questions we have
asked for corporate finance contacts.

Are there any areas where you think sector specific
changes are needed? If yes, please explain your answer.

To the extent not already raised in your response to the
Consumer Duty CFI, are there any MiFID derived rules,
that we should consider tailoring differently for Article 3
firms? Are there any improvements we could make to our
Handbook to make it easier for Article 3 firms to navigate?

In the event of future reform, would you plan to take
advantage of any removal of the activity restrictions

to offer more services to your clients? What, if any,
proportionality would need to be added to any current
rules relating to these additional activities to better tailor
them to the risks presented by your business?
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Annex 2

Cost benefit analysis

Introduction

1. FSMA, as amended by the Financial Services Act 2012, requires us to publish a CBA of
our proposed rules. Specifically, section 138l requires us to publish a CBA of proposed
rules, defined as 'an analysis of the costs, together with an analysis of the benefits that
will arise if the proposed rules are made'. However, under section 138L(3) we are not
required to publish a CBA if, in making the appropriate comparison, we consider either
there willbe no increase in costs or the increase in costs will be of minimal significance.

2. The rules we are proposing are intended to replicate the relevant requirements in
the MiFID Org Reg once these have been repealed. As these rules maintain existing
requirements which already apply to firms, we do not consider there will be any increase
in ongoing compliance costs above those which exist currently. Firms may incur some
one-off costs in familiarising themselves with the proposed changes but given our
stated approach of replicating existing requirements, we consider these costs will be of
minimal significance and are proportionate to the outcome we are looking to achieve.
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Annex 3

Compatibility statement

Compliance with legal requirements

1. This Annex records the FCA's compliance with a number of legal requirements
applicable to the proposals in this consultation, including an explanation of the FCA's
reasons for concluding that our proposals in this consultation are compatible with
certain requirements under FSMA.

2. When consulting on new rules, the FCAis required by section 1381(2)(d) FSMA to
include an explanation of why it believes making the proposed rules (a) is compatible
with its general duty, under section 1B(1) FSMA, so far as reasonably possible, to act
in a way which is compatible with its strategic objective and advances one or more of
its operational objectives, (b) so far as reasonably possible, advances the secondary
international competitiveness and growth objective, under section 1B(4A) FSMA, and
(c) complies with its general duty under section 1B(5)(a) FSMA to have regard to the
regulatory principles in section 3B FSMA. The FCA is also required by section 138K(2)
FSMA to state its opinion on whether the proposed rules will have a significantly
different impact on mutual societies as opposed to other authorised persons.

3. This Annex also sets out the FCA's view of how the proposed rules are compatible with
the duty on the FCA to discharge its general functions (which include rule-making) in a
way which promotes effective competition in the interests of consumers (section 1B(4)).
This duty applies in so far as promoting competition is compatible with advancing the
FCA's consumer protection and/or integrity objectives.

4. In addition, this Annex explains how we have considered the recommendations made
by the Treasury under section 1JA FSMA about aspects of the economic policy of His
Majesty's Government to which we should have regard in connection with our general

duties.

5. This Annex includes our assessment of the equality and diversity implications of these
proposals.

6. Under the Legislative and Regulatory Reform Act 2006 (LRRA) the FCA is subject to

requirements to have regard to a number of high-level 'Principles’ in the exercise of
some of our regulatory functions and to have regard to a '‘Regulators' Code’ when
determining general policies and principles and giving general guidance (but not when
exercising other legislative functions like making rules). This Annex sets out how we have
complied with requirements under the LRRA.
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10.

11.

The FCA's objectives and regulatory principles: Compatibility
statement

The proposals set out in this consultation are primarily intended to maintain the
consistency of the regulatory framework with no policy changes in terms of content
and/or scope. Although no substantive policy changes are proposed, replacing the
repealed firm-facing obligations in assimilated law will advance the FCA's objectives
or securing an appropriate degree of protection for consumers and protecting and
enhancing the integrity of the UK financial system. Our proposals are also relevant to
the FCA's commitment to strengthen the UK's position in global wholesale markets.

To ensure the MiFID Org Reg rules address potential harms to consumers, and the ability
of certain firms to meet redress liabilities as they arise such as personal investment
firms, over the long term we will want to adapt the obligations to better suit the activities
and risks of different business models.

Such reforms require careful balance and coordination across other policy and areas
of assimilated law. At this stage, we propose to focus on simply restating the firm-
facing obligations into our rules without policy changes, as a crucial first phase. This
will then enable us to conduct longer term work in a second phase, which will focus on
harmonising, simplifying and rationalising the requirements.

We consider these proposals are compatible with the FCA's secondary international
competitiveness and growth objective (SICGO). The proposals do not introduce new
requirements on firms, nor remove existing requirements Together with our proposals
for future rationalisation, and seeking early stakeholder input, this provides continuity of
the regulatory regime applying to firms which are subject to the requirements, whether
directly under the MiFID Org Reg, or through our rules, that will maintain a proportionate
regulatory regime and ensure stability. The proposed consequential amendments and
drafting style edits will ensure clarity and consistency with the wider Handbook.

The development of the policy content set out in this CP was started and completed
before 15 November, before HMT issued a new set of recommendations about aspects
of the Government's policy to which the FCA should have regard in a remit letter under
section 1JAFSMA 2000. In developing our proposals, the FCA has regard to the new
remit letter, and our initial view is that the intended effects of the proposals are in line
with the new recommendations. The recommendations include promoting growth

and international competitiveness in the financial services sector and improving the
regulatory experience for firms while maintaining consumer protection and financial
stability. Restating the assimilated MiFID Org Reg provisions into the FCA Handbook
and consulting on our intentions for the future regime will allow us to tailor our rules

to better suit the UK market and promote the growth and competitiveness of the
financial services sector going forward. Our discussion chapter on opportunities for
simplification and rationalisation of FCA rules derived from various EU legislation,
provides a first step in seeking to improve the regulatory framework for firms. However,
we will consider these matters further and continue to have regard to the new remit
letter when finalising and making the rules.
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12.

13.

14.

15.

16.

17.

18.

We consider these proposals are compatible with the FCA's strategic objective of
ensuring that the relevant markets function well because they maintain existing
regulatory requirements which are currently in assimilated law and which are being
repealed and, thereafter, enable us to make changes to those rules in the future to
ensure that the rules applying to investment business are effectively calibrated by
reference to our objectives.

In preparing the proposals set out in this consultation, the FCA has had regard to the
regulatory principles set out in section 3B FSMA. Not all of these regulatory principles
are relevant to the proposals. We cover the most relevant of the principles below.

The need to use our resources in the most efficient and
economic way

Having all these requirements (along with other MiFID derived requirements from
assimilated law) in the FCA Handbook will give us the ability to refine our approach across
the full range of investments firms, enabling a longer-term vision which will include
addressing any emerging priorities.

The principle that a burden or restriction should be
proportionate to the benefits

We seek to restate the directly applicable MiFID Org Reg requirements into Handbook
rules, in a way that maintains the status quo for firms, and neither increases nor
decreases the burden on them.

The principle that we should exercise of our functions as transparently
as possible

We will continue to engage with stakeholders throughout the consultation process,
before making any rules.

In formulating these proposals, the FCA has had regard to the importance of taking
action intended to minimise the extent to which itis possible for a business carried on
(i) by an authorised person or a recognised investment exchange; or (ii) in contravention
of the general prohibition, to be used for a purpose connected with financial crime (as
required by section 1B(5)(b) FSMA). As our short-term outcome is no change to the
status quo, we do not expect any financial crime impact.

Expected effect on mutual societies

The FCA does not expect the proposals in this paper to have a significantly different
impact on mutual societies, as there is intended to be minimal or no policy changes.
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20.

21.

22.

23.

24.

25.

Compatibility with the duty to promote effective competition
in the interests of consumers

In preparing the proposals as set out in this consultation, we have had regard to the
FCA's duty to promote effective competition in the interests of consumers. Our
proposals seek to maintain the existing regime.

LRRA

We have had regard to the principles in the LRRA for the parts of the proposals that
consist of general policies, principles or guidance and consider that they are:

e transparent

e accountable

e proportionate

e consistent and

» targetedonly at cases in which actionis needed

We have had regard to the Regulators’ Code for the parts of the proposals that consist
of general policies, principles or guidance and consider the proposals are proportionate
to the potential harm to consumers or risks to our statutory objectives identified.

Materiality

This section explains why we consider that the proposed changes to our rules and
guidance in SYSC 19G (MiFIDPRU Remuneration Code) and MiFIDPRU 7 (Governance
and risk management) made under Part 9C of FSMA are not material under section 143|
of FSMA. This statement does not apply to those rules that have been made under our
general FSMA rule-making powers.

In our opinion, the proposed changes to our existing Part 9C rules identified in the
preceding paragraph are not material under sections:

e 143G(1) of FSMA —because we consider that they do not affect standards set by
an international body

e 143I(3)and (5) of FSMA — because they do not affect relevant equivalence
decisions

More generally, we do not consider that they materially change any risks to consumers,
the market or the UK financial system arising from FCA investment firms.

Our proposed changes consist of replacing cross-references to the MiFID Org
Regulation in SYSC 19G and MiFIDPRU 7 with the corresponding proposed new
provisions in SYSC. In our opinion, the proposed changes are consequential in nature
and we do not consider that they will impose substantive new obligations on firms or
parent entities and therefore we do not expect them to increase the operational burden.
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26. When we made the original rules in PS 21/17, we considered the application of our duties
under Part 9C of FSMA at that time and explained how we considered that our rules
discharged those duties. We consider that the minor amendments to SYSC 19G and

MiFIDPRU 7 proposed in this CP would not materially change our approach to monitoring
and supervising the relevant underlying risks.
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Annex 4

Derivation and Changes Table

1. The origin of the MiFID Org Reg as a directly applicable EU regulation meant that, for the firms and services or activities it covered,
where the regulation was replicated in our Handbook this was with the abbreviation 'EU" at the start of the provision (becoming a 'UK'
abbreviation after the EU withdrawal implementation period). These abbreviations will be removed and requirements in these provisions
reproduced in Handbook rules underpinned by Glossary definitions and application provisions sitting within an existing Handbook
structure (which also applies corresponding requirements to firms besides MiFID investment firms, in accordance with Handbook
drafting style (HDS)).

2. Provisions that we are not replacing in regulatory rules will either be restated or repealed by Treasury, at the time where our Handbook
rules are ready to come into force. Treasury will publish a draft Statutory Instrument to propose these changes.

3. There may be further consequential changes to references in our Handbook based on the Treasury SlI. For example, updating Glossary
definitions in our Handbook. These changes will not amount to a policy change.

MiFID ORG

Regulation Article = Handbook Reference Subject matter Handbook style drafting or other comment
Article Al Application

Art Al Not restated Application The application of each provision deriving from the

MiFID Org Regis reflected in the application sections
for each of the relevant sourcebooks where they are
proposed to be incorporated. Glossary definitions
including "MiFID investment firm", "common platform
firm"and "UK RIE" further enable the replacing of
MiFID Org Reg provisions in corresponding Handbook
provisions
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Article 1 Subject-matter and scope
Art 1(1) Not restated Subject-matter and scope: The application of each provision deriving from the
management companies MiFID Org Regis reflected in the application sections
for each of the relevant sourcebooks where they are
proposed to be incorporated. Glossary definitions
including "MiFID investment firm", which incorporates
a collective portfolio managementinvestment
firm further enable the replacing of MiFID Org Reg
provisions in corresponding Handbook provisions
Art 1(1A) Not restated Subject-matter and scope: See commentary for Article 1(1)
management companies
Art 1(2) Not restated Subject-matter and scope: See commentary for Article 1(1)
management companies
Art 1(3) Not restated Firms with temporary permissions Not restated as the concept of 'relevant firm'is already
subsumed within the existing Glossary definition of "TP
firm"
Art 1(4) Not restated Firms with temporary permissions No longer applicable
Art 1(5) GEN 2.2.26R(3) and (4), SYSC | Firms with temporary permissions Reflectedin the application of the relevant FCA
1 Annex 1, DISP 1.1.3R(-1), sourcebooks where the provisions are incorporated
COBS 1 Annex?2 and the Glossary terms used within these, with no
policy change or change in scope
Art 1(6) Not restated Firms with temporary permissions Not restated as the concept of 'relevant firm'is already
subsumed within the existing Glossary definition of "TP
firm"
Article 2 Definitions
Art 2(1) Existing definition of 'relevant | Definition of relevant person No restatementinto FCA Handbook necessary as this

person'in Glossary

is an existing definition. No drafting changes except
removal of the note
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 2(2) Existing definition of 'financial | Definition of financial analyst No restatementinto FCA Handbook necessary as this
analyst'in Glossary is an existing definition. No drafting changes except
removal of the note
Art 2(3) Existing definition of Definition of outsourcing No restatementinto FCA Handbook necessary as this
‘outsourcing'in Glossary is an existing definition. No drafting changes except
removal of the note
Art 2(3a) Already within the existing Definition of person with whom No restatementinto FCA Handbook necessary as this
definition of "personal arelevant person had a family is already subsumed within the Glossary definition of
transaction”in the Glossary relationship '‘personal transaction'. Itis not used in any MiFID Org
of definitions Reg orin any other Glossary definitions so does not
need to be a free-standing definition. No drafting
changes except removal of the reference to MiFID Org
Reg
Art 2(4) Existing definition of securities financing transaction No restatementinto FCA Handbook necessary as this
'securities financing is an existing definition. Only drafting changes are to
transaction'in Glossary replace references to assimilated law with references
to UK legislation and to apply the relevant part of the
definition to the relevant parts of the Handbook
Art 2(5) Existing definition of remuneration No restatementinto FCA Handbook necessary as this
‘remuneration’in Glossary is an existing definition. No drafting changes except to
apply the relevant part of the definition to the relevant
parts of the Handbook
Art 2(7) Existing definition of portfolio management No restatementinto FCA Handbook necessary as this
‘portfolio management'in is already an existing definition
Glossary
Art 2(8) Existing definition of 'retail retail client No restatement into FCA Handbook necessary as this
client’'in Glossary is already an existing definition
Art 2(9) Existing definition of ‘limit limit order No restatementinto FCA Handbook necessary as this

order'in Glossary

is already an existing definition
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 2(10) Existing definition of management company No restatementinto FCA Handbook necessary as this
'management company'in is already an existing definition
Glossary
Art 2(11) Existing definition of 'tied tied agent No restatementinto FCA Handbook necessary as this
agent'in Glossary is already an existing definition
Art 2(12) Existing definition of 'group’in | group No restatementinto FCA Handbook necessary as this
Glossary is already an existing definition
Art 2(13) Existing definition of 'durable | durable medium No restatementinto FCA Handbook necessary as this
medium'’in Glossary is already an existing definition
Art 2(14) Not restated References to FCA sourcebooks No longer needed so not restated
Art 2(15) Not restated References to PRA sourcebooks Not needed for FCA purposes so not restated into FCA
Handbook
Art 2(16) New definition of 'UK law UK law on markets in financial Restated into Glossary of definitions with references to
on markets in financial instruments assimilated law replaced by references to UK legislation
instruments'in Glossary
Art 2(16A) New definition of '‘Directive Directive 2013/36/EU UK law Restated into Glossary of definitions
2013/36/EU UK law'in
Glossary
Art 2(16B) New definition of 'Part 9C Part 9C rules Restated into to Glossary of definitions
rules'in Glossary
Art 2(16C) Already within the existing CRRrules No restatementinto FCA Handbook necessary as this
definition of "UK CRR"in the is already subsumed within the existing definition 'UK
Glossary CRR' Itis not usedin any MiFID Org Reg orin any other
Glossary definitions so does not need to be a free-
standing definition
Art 2(17) No longer needed Meaning of expressions used to be | Not needed as terms used in provisions are given the

the same as in MiFIR, MiFl Regs and
Data Reporting Service Provider
Regs (DRSP)

relevant meanings through the FCA Glossary
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Article 3 Conditions applying to the
provision of information
Art 3(1) Existing definition of 'durable | durable medium No restatementinto FCA Handbook necessary as this
medium'in Glossary is already an existing definition. Drafting changes are
to reflect the version of the definition as it currently
appears in the MiFID Org Regulation
Art 3(1)(a) Existing definition of 'durable | durable medium No restatement into FCA Handbook necessary as this
medium'in Glossary is already an existing definition. Drafting changes are
to reflect the version of the definition as it currently
appearsin the MiFID Org Regulation
Art 3(1)(b) Existing definition of 'durable | durable medium No restatement into FCA Handbook necessary as this
medium'in Glossary is already an existing definition. Drafting changes are
to reflect the version of the definition as it currently
appears in the MiFID Org Regulation
Art 3(1A) Existing definition of 'durable | durable medium No restatementinto FCA Handbook necessary as this
medium'in Glossary is already an existing definition. Drafting changes are
to reflect the version of the definition as it currently
appears in the MiFID Org Regulation
Art 3(1B) Existing definition of 'durable | durable medium No restatementinto FCA Handbook necessary as this
medium'in Glossary is already an existing definition. Drafting changes are
to reflect the version of the definition as it currently
appears in the MiFID Org Regulation
Art 3(2) Existing definition of 'website | website conditions No restatementinto FCA Handbook necessary as this
conditions'in Glossary is already an existing definition. Minor drafting changes
only
Art 3(2)(a) Existing definition of 'website | website conditions No restatementinto FCA Handbook necessary as this

conditions'in Glossary

is already an existing definition. Minor drafting changes
only
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MiFID ORG
Regulation Article | Handbook Reference Subject matter Handbook style drafting or other comment
Art 3(2)(b) Existing definition of 'website | website conditions No restatementinto FCA Handbook necessary as this
conditions'in Glossary is already an existing definition. Minor drafting changes
only
Art 3(2)(c) Existing definition of 'website | website conditions No restatementinto FCA Handbook necessary as this
conditions'in Glossary is already an existing definition. Minor drafting changes
only
Art 3(2)(d) Existing definition of 'website | website conditions No restatementinto FCA Handbook necessary as this
conditions'in Glossary is already an existing definition. Minor drafting changes
only
Art 3(2)(e) Existing definition of 'website | website conditions No restatementinto FCA Handbook necessary as this
conditions'in Glossary is already an existing definition. Minor drafting changes
only
Art 3(3) Existing definition of 'website | website conditions No restatementinto FCA Handbook necessary as this
conditions'in Glossary is already an existing definition. Minor drafting changes
only
Article 4 Provision of investment
service in anincidental
manner
Art 4 Not restatedinto FCA Provision of investment service in This relates to the FCA perimeter. It is already in the
Handbook anincidental manner Financial Services and Markets Act 2000 (Regulated
Activities) Order 2001 ("RAQ") so does not need to be
restated
Article 5 Wholesale energy products
that must be physically
settled
Art5 Not restated into FCA Wholesale energy products that This relates to the FCA perimeter. It is already in the

Handbook

must be physically settled

RAO so does not need to be restated
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Article 6 Energy derivative contracts
relating to oil and coal and
wholesale energy products
Art6 Not restated into FCA Energy derivative contracts relating | This relates to the FCA perimeter. Itis already in the
Handbook to oiland coal and wholesale energy | RAO so does not need to be restated
products
Article 7 Other derivative financial
instruments
Art7 Not restated into FCA Other derivative financial This relates to the FCA perimeter. It is already in the
Handbook instruments RAO so does not need to be restated
Article 8 Derivatives under
paragraph 10 of Part 1 of
Schedule 2 to the Regulated
Activities Order
Art 8 Not restated into FCA Derivatives under paragraph 10 This relates to the FCA perimeter. Itis already in the
Handbook of Part 1 of Schedule 2 to the RAO so does not need to be restated
Regulated Activities Order
Article 9 Investment advice
Art9 Not restated into FCA Investment advice This relates to the FCA perimeter. Itis already in the
Handbook RAQO so does not need to be restated
Article 10 Characteristics of other
derivative contracts
relating to currencies
Art 10 Not restated into FCA Characteristics of other derivative | Thisrelates to the FCA perimeter. Itis already in the
Handbook contracts relating to currencies RAO so does not need to be restated
Article 11 Money-market instruments
Art11 Not restated into FCA Money-market instruments This relates to the FCA perimeter. Itis already in the

Handbook

RAO so does not need to be restated
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Article 12 Systematic internalisers for
shares, depositary receipts,
ETFs, certificates and other
similar financial instruments

Art 12 Not restated into FCA Assimilated law to be revoked without restatement
Handbook

Article 13 Systematic internalisers for
bonds

Art 13 Not restated into FCA Assimilated law to be revoked without restatement
Handbook

Article 14 Systematic internalisers for
structured finance products

Art 14 Not restatedinto FCA Assimilated law to be revoked without restatement
Handbook

Article 15 Systematic internalisers for
derivatives

Art 15 Not restatedinto FCA Assimilated law to be revoked without restatement
Handbook

Article 16 Systematic internalisers for
emission allowances

Art 16 Not restated into FCA Assimilated law to be revoked without restatement
Handbook

Article 16ZA Transitional period: data for
calculations

Art 16ZA Not restated into FCA Assimilated law to be revoked without restatement
Handbook

Article 16a Participation in matching

arrangements
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 16a Amendment to existing Meaning of "dealing on own Amendment to existing definition of "dealing on own
definition within the Glossary | account” account”in the Glossary to incorporate the meaning
of definitions givenin Art 16a. No drafting changes made

Article 17 Relevant assessment
periods

Art 17 Not restatedinto FCA Assimilated law to be revoked without restatement
Handbook

Article 21 General organisational
requirements

Art 21(1)(a) SYSC 4.1.1-AR(a) Requirements on decision-making | Restatedinto FCA Handbook with HSD changes only

procedures and organisational
structure

Art 21(1)(b) SYSC51.12R Requirements on awareness of Restated into FCA Handbook with HSD changes only

procedures

Art 21(1)(c) SYSC 4.1.1-AR(b) Requirements oninternal control Restated into FCA Handbook with HSD changes only

mechanisms

Art 21(1)(d) SYSC5.1.1R Competent employees rule Restated into FCA Handbook with HSD changes only

Art 21(1)(e) SYSC 4.1.1-AR(c) Requirements oninternal reporting | Restated into FCA Handbook with HSD changes only

Art 21(1)(f) SYSC 4.1.1-AR(d) Requirements on orderly records Restated into FCA Handbook with HSD changes only

Art 21(1)(g) SYSC5.1.6R Requirements on the segregation Restated into FCA Handbook with HSD changes only

of functions

Art 21(1) last SYSC 4.1.1-ARand 5.1.13R Proportionality on the application Restated into FCA Handbook with HSD changes only.

paragraph of requirements

Art 21(2) SYSC 4.1.1-AR(2) Reqguirements on the the security, Restated into FCA Handbook with HSD changes only.

integrity and confidentiality of
information
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 21(3) SYSC 4.1.1-AR(3) Requirements on business Restated into FCA Handbook with HSD changes only.
continuity
Art 21(4) SYSC 4.1.1-AR(4) Requirements on accounting Restated into FCA Handbook with HSD changes only.
policies
Art 21(5) SYSC 4.1.1-AR(5) and 5.1.14R | Requirements to regular Restated into FCA Handbook with HSD changes only.
monitoring the adequacy of their
systems and control mechanisms
Article 22 Compliance
Art 22(1) SYSC6.1.2-AR Requirements to establish and Restated into FCA Handbook with HSD changes only
maintain compliance procedures
Art 22(2) SYSC6.1.3-AR Requirements establish and Restated into FCA Handbook with HSD changes only
maintain a permanent and effective
compliance function
Art 22(2)(a) SYSC6.1.3-AR Restated into FCA Handbook with HSD changes only
Art 22(2)(b) SYSC6.1.3-AR Restated into FCA Handbook with HSD changes only
Art 22(2)(c) SYSC6.1.3-AR Restated into FCA Handbook with HSD changes only
Art 22(2)(d) SYSC6.1.3-AR Restated into FCA Handbook with HSD changes only
Art 22(2) last SYSC6.1.3-AR Restated into FCA Handbook with HSD changes only
paragraph
Art 22(3) SYSC6.1.4-AAR Requirements to discharge the Restated into FCA Handbook with HSD changes only
responsibilities of the compliance
function
Art 22(3)(a) SYSC 6.1.4-AAR Restated into FCA Handbook with HSD changes only
Art 22(3)(b) SYSC 6.1.4-AAR Restated into FCA Handbook with HSD changes only
Art 22(3)(c) SYSC 6.1.4-AAR Restated into FCA Handbook with HSD changes only
Art 23(3)(d) SYSC6.1.4-AAR Restated into FCA Handbook with HSD changes only
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 23(3)(e) SYSC 6.1.4-AAR Restated into FCA Handbook with HSD changes only
Art 23(4) SYSC6.1.5AR Proportionality on the application Restated into FCA Handbook with HSD changes only
of requirements
Article 23 Risk management
Art 23(1)(a) SYSC7.1.2-AR Requirements to establish, Restated into FCA Handbook with HSD changes only
implement and maintain adequate
risk management policies
Art 23(1)(b) SYSC 7.1.3R Requirements to adopt effective Restated into FCA Handbook with HSD changes only
arrangements, processes and
mechanisms to manage the firms'’
risks
Art 23(1)(c) SYSC7.1.5R Requirements to monitor the Restated into FCA Handbook with HSD changes only
adequacy and effectiveness of the
investment firm's risk management
policies and procedures
Art 23(2) first SYSC7.1.6R Requirements to establish and Restated into FCA Handbook with HSD changes only
paragraph maintain a risk management
function
Art 23(2)(a) SYSC 7.1.6R(1) Restated into FCA Handbook with HSD changes only
Art 23(2)(b) SYSC 7.1.6R(2) Restated into FCA Handbook with HSD changes only
Art 23(2) second SYSC7.1.7R Further requirements onrisk Restated into FCA Handbook with HSD changes only
paragraph management
Article 24 Internal Audit
Art 24 SYSC6.2.1R Requirement to establish and Restated into FCA Handbook with HSD changes only
maintain an internal audit function
Article 25 Responsibility of Senior

Management
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 25(1) first
paragraph

SYSC 4.3.2-AR(1)

Requirements on the responsibility
of senior management

Restated into FCA Handbook with HSD changes only

Art 25(1) second

SYSC 4.3.2-AR(2)

Requirements on the allocation of

Restated into FCA Handbook with HSD changes only

paragraph functions

Art 25(2) SYSC 4.3.2-AR(3) Requirements oninternal reporting | Restated into FCA Handbook with HSD changes only

Art 25(3) SYSC 4.3.2-AR(3) Further requirements oninternal Restated into FCA Handbook with HSD changes only
reporting

Art 25(4) Glossary definition of supervisory function No restatementinto FCA Handbook necessary as this

'supervisory function' is already an existing definition.

Article 26 Complaints handling

Art 26(1) DISP 1.1A 12,13 & 37 Requirements on establishing and Restated into FCA Handbook with no change
maintaining a complaints handling
policy

Art 26(2) DISP1.1A10& 16 Requirements on publishing a Restated in FCA Handbook with no change
complaints handling policy

Art 26(3) DISP 1.1A.17 Requirements on establishing a Restated into FCA Handbook with no change
complaints management function

Art 26(4) DISP 1.1A 24/29 Requirements to communicate Restated into FCA Handbook with no change
with clients clearly when handling a
complaint

Art 26(5) DISP 1.1A 25/30 Requirements on informing Restated into FCA Handbook with HSD changes only
consumers with complaints about
their options

Art 26(6) DISP 1.1A.38 Requirements on providing Restated into FCA Handbook with no change

information to relevant authorities
about complaints and complaints
handling
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Art 26(7) DISP 1.1A.18 Requirements on a firm to analyse Restated into FCA Handbook with no change
their complaints and complaints
handling data
Article 27 Remuneration policies and
practices
Art 27(1) SYSC 19F.1.4AR Requirements to define and Restated into FCA Handbook with no change
implement remuneration policies
and practices under appropriate
internal procedures
Art 27(2) SYSC 19F.1.4AR Requirements to ensure that their Restated into FCA Handbook with no change
remuneration policies and practices
apply to all relevant persons
Art 27(3) SYSC 19F.1.4AR Requirement of senior Restated into FCA Handbook with no change
management to approve the
remuneration policy
Art 27(4) SYSC 19F.1.4AR Further requirements on Restated into FCA Handbook with no change
remuneration and similar incentives
Article 28 Scope of personal
transactions
Art 28 Amendment to existing Definition of personal transaction Restated into FCA Glossary by amendment to existing
definition in the Glossary of definition of "personal transaction”. Drafting change
definitions made to ensure the correct scope of the definition
applies to the relevant FCArules.
Article 29 Personal transactions
Art 29(1) COBS 11.7A.5R(1) Arrangements in relation to Restated into FCA Handbook with HSD changes only
personal transactions
Art 29(2) COBS 11.7A.5R(2) Arrangements inrelation to Restated into FCA Handbook with HSD changes only

personal transactions
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Art 29(3) COBS 11.7A.5R(3) Arrangements in relation to Restated into FCA Handbook with HSD changes only
personal transactions
Art 29(4) COBS 11.7A.5R(4) Arrangements in relation to Restated into FCA Handbook with HSD changes only
personal transactions
Art 29(5) COBS 11.7A.5R(5) and (5A) Arrangements in relation to Restated into FCA Handbook with HSD changes only
personal transactions
Art 29(6) COBS 11.7A.2R(3) Application Restated into FCA Handbook with HSD changes only
Article 30 Scope of critical importance
operational functions
Art 30(1) SYSC 8.1.4AR Scope of critical importance Restated into FCA Handbook with HSD changes only
operational functions
Art 30(2)(a) SYSC 8.1.5R(1) Functions not considered as critical | Restated into FCA Handbook with HSD changes only
orimportant
Art 30(2)(b) SYSC 8.1.5R(2) Restated into FCA Handbook with HSD changes only
Article 31 Outsourcing of critical
or important operational
functions
Art 31(1) SYSC 8.1.6-AR Requirements and conditions to Restated into FCA Handbook with HSD changes only

outsource critical or important
functions

Art 31(2) first
paragraph [and
second paragraph]

SYSC8.1.7Rand SYSC 8.1.8R

Requirements to exercise due skill,
care and diligence when entering
into, managing or terminating any
arrangement for the outsourcing
to a service provider of critical or
important operational functions

Restated into FCA Handbook with HSD changes only
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Art 31(2)(a) SYSC 8.1.8R(1) Conditions for the outsourcing Restated into FCA Handbook with HSD changes only
to a service provider of critical or
important operational functions
Art 31(2)(b) SYSC 8.1.8R(2) Restated into FCA Handbook with HSD changes only
Art 31(2)(c) SYSC 8.1.8R(3) Restated into FCA Handbook with HSD changes only
Art 31(2)(d) SYSC 8.1.8R(4) Restated into FCA Handbook with HSD changes only
Art 31(2)(e) SYSC 8.1.8R(5) Restated into FCA Handbook with HSD changes only
Art 31(2)(f) SYSC 8.1.8R(6) Restated into FCA Handbook with HSD changes only
Art 31(2)(g) SYSC 8.1.8R(7) Restated into FCA Handbook with HSD changes only
Art 31(2)(h) SYSC 8.1.8R(8) Restated into FCA Handbook with HSD changes only
Art 31(2)(i) SYSC 8.1.8R(9) Restated into FCA Handbook with HSD changes only
Art 31(2)()) SYSC 8.1.8R(10) Restated into FCA Handbook with HSD changes only
Art 31(2)(k) SYSC 8.1.8R(11) Restated into FCA Handbook with HSD changes only
Art 31(2)(1) SYSC 8.1.8R(12) Restated into FCA Handbook with HSD changes only
Art 31(3) SYSC8.1.9R Reqguirements on the content of Restated into FCA Handbook with HSD changes only
the service agreement
Art 31(4) SYSC8.1.10R Reqguirements where the Restated into FCA Handbook with HSD changes only
investment firm and the service
provider are members of the same
group
Art 31(5) SYSC8.1.11-CR Reqguirements on the availability Restated into FCA Handbook with HSD changes only
of information for supervisory
purposes
Article 32 Service providers located in

third countries
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Art 32(1)(a) SYSC 8.1.11-BR(1) Requirements on service providers | Restated into FCA Handbook with HSD changes only
located in third countries

Art 32(1)(b) SYSC 8.1.11-BR(2) Restated into FCA Handbook with HSD changes only

Art 32 (2)(a) SYSC 8.1.11-AG(1) Restated into FCA Handbook with HSD changes only

Art 32(2)(b) SYSC 8.1.11-AG(1) Restated into FCA Handbook with HSD changes only

Art 32(2)(c) SYSC 8.1.11-AG(1) Restated into FCA Handbook with HSD changes only

Art 32 (2)(d) SYSC 8.1.11-AG(1) Restated into FCA Handbook with HSD changes only

Art 32 (3) SYSC 8.1.11-AG(2) Restated into FCA Handbook with HSD changes only

Article 33 Conflicts of interest

potentially detrimental to a
client

Art 33 SYSC 10.1.4R Requirements on the identification | Restatedinto FCA Handbook with HSD changes only
of types of conflicts

Article 34 Conflicts of interest policy

Art 34(1) SYSC 10.1.10R Requirement to establish, Restated into FCA Handbook with HSD changes only
implement and maintain an
effective conflicts of interest policy

Art 34(2)(3) SYSC 10.1.11R Requirements on the content of Restated into FCA Handbook with HSD changes only
the conflicts of interest policy

Art 34(4) SYSC 10.1.8R and 10.1.9AR Reqguirements to prevent or Restated into FCA Handbook with HSD changes only
manage conflicts of interest

Art 34(5) SYSC 10.1.11AAR Reqguirements onthe review of the | Restated into FCA Handbook with HSD changes only
conflicts of interest policy

Article 35 Record of service or

activities givingrise to
detrimental conflict of
interest
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Art 35 SYSC 10.1.6R and 10.1.6AAR | Requirements onrecord of Restated into FCA Handbook with HSD changes only
conflicts
Article 36 Investment research and
marketing communications
Art 36(1) Existing definitionin Glossary | Definition of investment research Amendment made to existing definition of "investment
of definitions research” to replace the cross-reference to the article
with the full definition from the article.
Art 36(2) COBS 12.2.18R(1) Obligations in relation to non- Restated into FCA Handbook with HSD changes only
independent research
Article 37 Additional organisational
requirements in relation
toinvestment research or
marketing communication
Art 37(1) COBS 12.2.19R(1) & COBS Conflict of interest obligations in Restated into FCA Handbook with HSD changes only
12.2.18AR relation to investment research and
non-independent research
Art 37(2) COBS 12.2.21R Arrangements in relation to Restated into FCA Handbook with HSD changes only
investment research
Art 37(3) COBS 12.2.19R(2) Exemption from Art 37(1) Restated into FCA Handbook with HSD changes only
Article 38 Additional general
requirements in relation to
underwriting or placing
Art 38 (1) COBS 11A.1.2R Requirements to provide specific Restated into FCA Handbook with HSD changes only
information to issuer clients
Art 38 (2) COBS 11A.1.3R(1) Requirement to identify Restated into FCA Handbook with HSD changes only

underwriting and placing
operations
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Art 38 (3) COBS 11A.1.3R(2) Requirement to ensure that Restated into FCA Handbook with HSD changes only
adequate controls are in place to
manage conflicts of interest
Article 39 Additional requirements
in relation to pricing of
offerings in relation to
issuance of financial
instruments
Art 39(1) COBS 11A.1.4R Requirement for systems and Restated into FCA Handbook with HSD changes only
controls to manage conflicts of
interest
Art 39(2) COBS 11A.1.5R Further requirements concerning Restated into FCA Handbook with HSD changes only
the provision of information
Article 40 Additional requirements in
relation to placing
Art 40(1) COBS 11A.1.6R(1) Arrangements in relation to placing | Restatedinto FCA Handbook with HSD changes only
Art 40(2) COBS 11A.1.6R(2) Arrangements inrelation to Restated into FCA Handbook with HSD changes only
conflicts of interest
Art 40(3) COBS 11A.1.6R(3) Third party payments or benefits Restated into FCA Handbook with HSD changes only
Art 40(4) COBS 11A.1.6R(4) Requirement for allocation policy Restated into FCA Handbook with HSD changes only
Art 40(5) COBS 11A.1.6R(5) Requirement in relation to Restated into FCA Handbook with HSD changes only
allocation
Article 41 Additional requirements
in relation to advice,
distribution and self-
placement
Art 41(1) COBS 11A.1.7R(1) Arrangements for prevention of Restated into FCA Handbook with HSD changes only

conflicts
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Art 41(2) COBS 11A.1.7R(2) Arrangements for prevention of Restated into FCA Handbook with HSD changes only
conflicts

Art 41(3) COBS 11A.1.7R(3) Disclosure of conflicts Restated into FCA Handbook with HSD changes only
Art 41(4) COBS 11A.1.7R(4) Additional disclosure requirements | Restated into FCA Handbook with HSD changes only
Article 42 Additional requirements

in relation to lending or

provision of credit in the

context of underwriting or

placement
Art 42(1) COBS 11A.1.8R(1) Arrangements for prevention of Restated into FCA Handbook with HSD changes only

conflicts

Art 42(2) COBS 11A.1.8R(2) Disclosure of conflicts Restated into FCA Handbook with HSD changes only
Art 42(3) COBS 11A.1.8R(3) Sharing of information Restated into FCA Handbook with HSD changes only
Article 43 Record keepinginrelation

to underwriting or placing
Art 43 COBS 11A.1.19R Record keeping Restated into FCA Handbook with HSD changes only
Article 44 Fair, clear and not

misleading information

requirement
Art 44(1) COBS 4.5A.3R (1) General requirements Restated into FCA Handbook with HSD changes only
Art 44(2)(a) COBS 4.5A.3R(2) General requirements Restated into FCA Handbook with HSD changes only
Art 44(2)(b) COBS 4.5A.3R(2) General requirements Restated into FCA Handbook with HSD changes only
Art 44(2)(c) COBS 4.5A.3R(2) General requirements Restated into FCA Handbook with HSD changes only
Art 44(2)(d) COBS 4.5A.3R(2) General requirements Restated into FCA Handbook with HSD changes only
Art 44(2)(e) COBS 4.5A.3R(2) General requirements Restated into FCA Handbook with HSD changes only
Art 44(2)(f) COBS 4.5A.3R(2) General requirements Restated into FCA Handbook with HSD changes only
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Art 44(2)(g) COBS 4.5A.3R(2) General requirements Restated into FCA Handbook with HSD changes only
Art 44(3)(a) COBS4.5A7R Comparative information Restated into FCA Handbook with HSD changes only
Art 44(3)(b) COBS4.5A7R Comparative information Restated into FCA Handbook with HSD changes only
Art 44(3)(c) COBS4.5A7R Comparative information Restated into FCA Handbook with HSD changes only
Art 44(4)(a) COBS 4.5A.10R (1) Past performance Restated into FCA Handbook with HSD changes only
Art 44(4)(b) COBS 4.5A.10R (2) Past performance Restated into FCA Handbook with HSD changes only
Art 44(4)(c) COBS 4.5A.10R (3) Past performance Restated into FCA Handbook with HSD changes only
Art 44(4)(d) COBS 4.5A.10R (4) Past performance Restated into FCA Handbook with HSD changes only
Art 44(4)(e) COBS 4.5A.10R (5) Past performance Restated into FCA Handbook with HSD changes only
Art 44(4)(f) COBS 4.5A.10R (6) Past performance Restated into FCA Handbook with HSD changes only
Art 44(5)(a) COBS 4.5A.12R(2) Simulated past perfor-mance Restated into FCA Handbook with HSD changes only
Art 44(5)(b) COBS 4.5A.12R(3) Simulated past perfor-mance Restated into FCA Handbook with HSD changes only
Art 44(5)(c) COBS 4.5A.12 R(4) Simulated past perfor-mance Restated into FCA Handbook with HSD changes only
Art 44(6)(a) COBS 4.5A14R (1) Future performance Restated into FCA Handbook with HSD changes only
Art 44(6)(b) COBS 4.5A.14R (2) Future performance Restated into FCA Handbook with HSD changes only
Art 44(6)(c) COBS 4.5A.14 R (3) Future performance Restated into FCA Handbook with HSD changes only
Art 44(6)(d) COBS 4.5A.14R (4) Future performance Restated into FCA Handbook with HSD changes only
Art 44(6)(e) COBS 4.5A.14R (5) Future performance Restated into FCA Handbook with HSD changes only
Art 44(7) COBS4.5A8R Referring to tax Restated into FCA Handbook with HSD changes only
Art 44(8) COBS4.5A.16R Information that uses the name of | Restated into FCA Handbook with HSD changes only
the FCA
Article 45 Information concerning

client categorisation
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Art 45(1) COBS 3.3.1AR(1) General notifications Restated into FCA Handbook with HSD changes only

Art 45(2) COBS 3.3.1AR(2) General notifications Restated into FCA Handbook with HSD changes only

Art 45(3)(a) COBS 3.7.3AR (1) Providing clients with a higherlevel | Restated into FCA Handbook with HSD changes only
of protection

Art 45(3)(b) COBS 3.7.3AR(2) Providing clients with a higher level | Restated into FCA Handbook with HSD changes only
of protection

Article 46 General requirements for

information to clients

Art 46(1)(a) COBS8A.1.5R (1) General requirements for Restated into FCA Handbook with HSD changes only
information to clients

Art 46(1)(b) COBS8A.1.5R (1) General requirements for Restated into FCA Handbook with HSD changes only
information to clients

Art 46(2) COBS 6.1ZA.17 R (1) and Timing of disclosure: Mi-FID Restated into FCA Handbook with HSD changes only

COBS 14.3A.7R business, General requirements for

infor-mation to clients and Timing
of disclosure

Art 46(2A)(a) COBS 6.1ZA.17R (2) Timing of disclosure: Mi-FID Restated into FCA Handbook with HSD changes only
business, General requirement for
infor-mation to clients and Timing
of disclosure.

Art 46(2A)(b) COBS6.1ZA.17 R (2) Timing of disclosure: Mi-FID Restated into FCA Handbook with HSD changes only
business, General requirement for
infor-mation to clients and Timing
of disclosure.

Art 46(2B)(a) COBS 6.1ZA.17 R(3) Timing of disclosure: Mi-FID Restated into FCA Handbook with HSD changes only

business, General requirement for
infor-mation to clients and Timing
of disclosure.
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Art 46(2B)(b) COBS 6.1ZA.17 R (3) Timing of disclosure: Mi-FID Restated into FCA Handbook with HSD changes only
business, General requirement for
infor-mation to clients and Timing
of disclosure.
Art 46(3) COBS6.1ZA.19R, COBS Medium of disclosure: MiFID Restated into FCA Handbook with HSD changes only
8A.1.7Rand COBS 14.3A9 R | business, General requirement for
infor-mation to clients and Medium
of disclosure.
Art 46(4) COBS6.1ZA.20R, COBS Keeping the client up to date: MiFID | Restated into FCA Handbook with HSD changes only
14.3A 10R business, Keeping the client up-to-
date
Art 46(5) COBS4.5A9R Consistent financial pro-motions Restated into FCA Handbook with HSD changes only
Art 46(6)(a) COBS4.7-1AR Direct offer financial promotions Restated into FCA Handbook with HSD changes only
relating to MiFID, equivalent third
country or optional ex-emption
business
Art 46(6)(b) COBS4.7-1AR Direct offer financial promotions Restated into FCA Handbook with HSD changes only
relating to MiFID, equivalent third
country or optional ex-emption
business
Article 47 Information about the
investment firm and its
services for clients and
potential clients
Art 47(1)(a) COBS6.1ZA.5R(1) Information about a firm and its Restated into FCA Handbook with HSD changes only
services: MiFID business
Art 47(1)(b) COBS6.1ZA.5R (2) Information about a firm andits Restated into FCA Handbook with HSD changes only

services: MiFID business
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Art 47(1)(c) COBS6.1ZA.5R (3) Information about a firm and its Restated into FCA Handbook with HSD changes only
services: MiFID business

Art 47(1)(d) COBS6.1ZA.5R (4) Information about a firm and its Restated into FCA Handbook with HSD changes only
services: MiFID business

Art 47(1)(e) COBS6.1ZA.5R (5) Information about a firm and its Restated into FCA Handbook with HSD changes only
services: MiFID business

Art 47(1)(f) COBS6.1ZA.5R (6) Information about a firm and its Restated into FCA Handbook with HSD changes only
services: MiFID business

Art 47(1)(g) COBS6.1ZA.5R (7) Information about a firm and its Restated into FCA Handbook with HSD changes only
services: MiFID business

Art 47(1)(h) COBS6.1ZA.5R (8) Information about a firm and its Restated into FCA Handbook with HSD changes only
services: MiFID business

Art 47(1)() COBS 6.1ZA.5R (8) (b) Information about a firm and its Restated into FCA Handbook with HSD changes only
services: MiFID business

Art 47(2) COBS6.1ZA.8R (1) Information about a firm's portfolio | Restatedinto FCA Handbook with HSD changes only
management service: MiFID
business

Art 47(3)(a) COBS6.1ZA.8R (2) Information about a firm's portfolio | Restated into FCA Handbook with HSD changes only
management service: MiFID
business

Art 47(3)(b) COBS6.1ZA.8R (2) Information about a firm's portfolio | Restated into FCA Handbook with HSD changes only
management service: MiFID
business

Art 47(3)(c) COBS6.1ZA.8R (2) Information about a firm's portfolio | Restatedinto FCA Handbook with HSD changes only

management service: MiFID
business
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Art 47(3)(d) COBS6.1ZA.8R(2) Information about a firm's portfolio | Restated into FCA Handbook with HSD changes only
management service: MiFID
business

Art 47(3)(e) COBS6.1ZA.8R (2) Information about a firm's portfolio | Restated into FCA Handbook with HSD changes only
management service: MiFID
business

Article 48 Information about financial

instruments

Art 48(1) COBS 14.3A.5R (1) and (2) Providing a description of the Restated into FCA Handbook with HSD changes only
nature and risks of financial
instruments

Art 48(2)(a) COBS 14.3A.5R (3) (a) and Providing a description of the Restated into FCA Handbook with HSD changes only

(aa) nature and risks of financial

instruments

Art 48(2)(b) COBS 14.3A.5R (3) (b) Providing a description of the Restated into FCA Handbook with HSD changes only
nature and risks of financial
instruments

Art 48(2)(c) COBS 14.3A.5R (3) (c) Providing a description of the Restated into FCA Handbook with HSD changes only
nature and risks of financial
instruments

Art 48(2)(d) COBS 14.3A.5R (3) (d) Providing a description of the Restated into FCA Handbook with HSD changes only
nature and risks of financial
instruments

Art 48(2)(e) COBS 14.3A.5R (3) (e) Providing a description of the Restated into FCA Handbook with HSD changes only
nature and risks of financial
instruments

Art 48(3) COBS 14.3A5AR Providing a description of the Restated into FCA Handbook with HSD changes only

nature and risks of financial
instruments
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Art 48(4) COBS 14.3A5BR Providing a description of the Restated into FCA Handbook with HSD changes only
nature and risks of financial
instruments
Art 48(5) COBS 14.3A5CR Providing a description of the Restated into FCA Handbook with HSD changes only
nature and risks of financial
instruments
Article 49 Information concerning
safeguarding of client
financial instruments or
client funds
Art 49(1) COBS6.1ZA9R (1) Information concerning Restated into FCA Handbook with no changes
safeguarding of designated
investments belonging to clients
and client money: MiFID business
Art 49(2) COBS6.1ZA9R (1) (a) Information concerning Restated into FCA Handbook with no changes
safeguarding of designated
investments belonging to clients
and client money: MiFID business
Art 49(3) COBS 6.1ZA9R (1) (b) Information concerning Restated into FCA Handbook with no changes
safeguarding of designated
investments belonging to clients
and client money: MiFID business
Art 49(4) COBS6.1ZA9R (1) (c) Information concerning Restated into FCA Handbook with no changes
safeguarding of designated
investments belonging to clients
and client money: MiFID business
Art 49(5) COBS 6.1ZA9R (1) (d) Information concerning Restated into FCA Handbook with no changes

safeguarding of designated
investments belonging to clients
and client money: MiFID business
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Art 49(6) COBS6.1ZA9R(2) Information concerning Restated into FCA Handbook with no changes
safeguarding of designated
investments belonging to clients
and client money: MiFID business

Art 49(7) COBS6.1ZA9R(3) Information concerning Restated into FCA Handbook with no changes
safeguarding of designated
investments belonging to clients
and client money: MiFID business

Article 50 Information on costs and Restated into FCA Handbook with no changes

associated charges

Art 50(1) COBS6.1ZA.14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(1A) COBS6.1ZA.14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(2)(a) COBS6.1ZA.14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(2)(b) COBS6.1ZA.14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(3) COBS6.1ZA14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(4) COBS6.1ZA14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(5)(a) COBS6.1ZA14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(5)(b) COBS6.1ZA14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(6) COBS6.1ZA.14R Costs and associated charges Restated into FCA Handbook with no changes

disclosure: MiFID
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Art 50(7) COBS6.1ZA.14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(8) COBS6.1ZA.14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(9) COBS6.1ZA.14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(10)(a) COBS6.1ZA.14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(10)(b) COBS6.1ZA.14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Art 50(10)(c) COBS6.1ZA.14R Costs and associated charges Restated into FCA Handbook with no changes
disclosure: MiFID

Article 51 Information provided

Art 51 COBS 14.3A.11R Information provided in relation Restated into FCA Handbook with no changes
to units in collective investment
undertakings or PRIIPs

Article 52 Information about

investment advice
Art 52(1) COBS 6.2B.32 Rand COBS Requirements for firms providing Restated into FCA Handbook with HSD changes only
6.2B.35R both independent and restricted

advice and Disclosing the nature of
advice provided.

Art 52(2) COBS 6.2B.36 R (1)(a) Disclosing the nature of advice Restated into FCA Handbook with HSD changes only
provided

Art 52(3) COBS 6.2B.36 R (1)(b)and (2) | Disclosing the nature of advice Restated into FCA Handbook with HSD changes only
provided

Art 52(4) COBS 6.2B.36 R (2) Disclosing the nature of advice Restated into FCA Handbook with HSD changes only
provided
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Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 52(5)(a) COBS9A.3.8R(2)(a) Periodic assessments: MiFID Restated into FCA Handbook with HSD changes only
business

Art 52(5)(b) COBS9A.3.8 R (2)(b) Periodic assessments: MiFID Restated into FCA Handbook with HSD changes only
business

Art 52(5)(c) COBS9A.3.8R (2)(c) Periodic assessments: MiFID Restated into FCA Handbook with HSD changes only
business

Article 53 Investment advice on an

independent basis

Art 53(1)(a) COBS 6.2B.18R (2) Sufficient range Restated into FCA Handbook with HSD changes only

Art 53(1)(b) COBS6.2B.18 R (2) Sufficientrange Restated into FCA Handbook with HSD changes only

Art 53(1)(c) COBS6.2B.18 R (2) Sufficientrange Restated into FCA Handbook with HSD changes only

Art 53(1)(d) COBS 6.2B.18 R (3) Sufficientrange Restated into FCA Handbook with HSD changes only

Art 53(2)(a) COBS6.2B.15R (1) Requirements for firms providing Restated into FCA Handbook with HSD changes only
focused independent advice

Art 53(2)(b) COBS 6.2B.15R (2) Requirements for firms providing Restated into FCA Handbook with HSD changes only
focused independent advice

Art 53(2)(c) COBS 6.2B.15R (3) Requirements for firms providing Restated into FCA Handbook with HSD changes only
focused independent advice

Art 53(3)(a) COBS 6.2B.29R (1) Requirements for firms providing Restated into FCA Handbook with HSD changes only
both independent and restricted
advice

Art 53(3)(b) COBS6.2B.29R (2) Requirements for firms providing Restated into FCA Handbook with HSD changes only
both independent and restricted
advice

Art 53(3)(c) COBS 6.2B.29 R (3) Requirements for firms providing Restated into FCA Handbook with HSD changes only

both independent and restricted
advice
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Handbook Reference

Subject matter

Handbook style drafting or other comment

Article 54 Assessment of suitability
and suitability report
Art 54(1) COBS9A.2.23Rand COBS Automated or semi-automated Restated into FCA Handbook with HSD changes only
9A.31R systems: MiFID business and

Explaining the reasons for
assessing suitability: MiFID
business

Art 54(2)(a) COBS9A.2.4R Assessing the extent of the Restated into FCA Handbook with HSD changes only
information required: MiFID
business

Art 54(2)(b) COBS9A.2.4R Assessing the extent of the Restated into FCA Handbook with HSD changes only
information required: MiFID
business

Art 54(2)(c) COBS9A.24R Assessing the extent of the Restated into FCA Handbook with HSD changes only
information required: MiFID
business

Art 54(3) COBS9A.25R Professional clients: MiFID business | Restated into FCA Handbook with HSD changes only

Art 54(4) COBS9A.2.7R Obtaining information about a Restated into FCA Handbook with HSD changes only
client's financial situation: MiFID
business

Art 54(5) COBS9A.2.8R Obtaining information about a Restated into FCA Handbook with HSD changes only
client'sinvestment objectives:
MiFID business

Art 54(6) COBS9A.2.15R ldentifying the subject of a Restated into FCA Handbook with HSD changes only
suitability assessment: MiFID
business

Art 54(7)(a) COBS9A.29R(2) Reliability of information: MiFID Restated into FCA Handbook with HSD changes only

business
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Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 54(7)(b) COBS9A.29R(2) Reliability of information: MiFID Restated into FCA Handbook with HSD changes only
business
Art 54(7)(c) COBS9A.29R(2) Reliability of information: MiFID Restated into FCA Handbook with HSD changes only
business
Art 54(7)(d) COBS9A.29R(2) Reliability of information: MiFID Restated into FCA Handbook with HSD changes only
business
Art 54(8) COBS9A.2.13R Insufficient information: MiFID Restated into FCA Handbook with HSD changes only
business
Art 54(9) COBS9A.2.19R Adequate policies and procedures: | Restatedinto FCA Handbook with HSD changes only
MiFID business
Art 54(10) COBS9A.2.20R Unsuitability: MiFID business Restated into FCA Handbook with HSD changes only
Art 54(11) COBS9A.2.18R Switching: MiFID business Restated into FCA Handbook with HSD changes only
Art 54(12) COBS9A.3.3R Providing a suitability report: MiFID | Restated into FCA Handbook with HSD changes only
business
Art 54(13) COBS9A.39R Periodic assessments: MiFID Restated into FCA Handbook with HSD changes only
business
Article 55 Provisions common to the
assessment of suitability or
appropriateness
Art 55(1)(a) COBS9A.2.6 R(1)and COBS | Obtaining information about Restated into FCA Handbook with HSD changes only
10A.2.4 R (1)(a) knowledge and experience: MiFID
business
Art 55(1)(b) COBS9A.2.6 R(2)and COBS | Obtaininginformation about Restated into FCA Handbook with HSD changes only
10A.2.4 R (1)(b) knowledge and experience: MiFID
business
Art 55(1)(c) COBS9A.2.6 R (3)and COBS | Obtaininginformation about Restated into FCA Handbook with HSD changes only

10A.2.4 R (1)(c)

knowledge and experience: MiFID
business
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Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 55(2) COBS9A.2.11Rand COBS Discouraging the provision of Restated into FCA Handbook with HSD changes only
10A.2.5R information: MiFID business
Art 55(3) COBS9A.2.12Rand COBS Reliance on information: MiFID Restated into FCA Handbook with HSD changes only
10A.2.6R business
Article 56 Assessment of
appropriateness and related
record-keeping obligations
Art 56(1) COBS10A.2.3R Assessing a client’'s knowledge and | Restated into FCA Handbook with HSD changes only
experience: MiFID business
Art 56(2)(a) COBS 10A.7.2R (2) Record keeping: MiFID business Restated into FCA Handbook with HSD changes only
Art 56(2)(b) COBS 10A.7.2R(2) Record keeping: MiFID business Restated into FCA Handbook with HSD changes only
Art 56(2)(c) COBS 10A.7.2R(2) Record keeping: MiFID business Restated into FCA Handbook with HSD changes only
Article 57 Provision of services in non-
complex instruments
Art 57(a) COBS 10A.4.2R (1) Other non-complex financial Restated into FCA Handbook with HSD changes only
instruments
Art 57(b) COBS 10A.4.2R (2) Other non-complex financial Restated into FCA Handbook with HSD changes only
instruments
Art 57(c) COBS 10A.4.2 R (3) Other non-complex financial Restated into FCA Handbook with HSD changes only
instruments
Art 57(d) COBS 10A.4.2R (4) Other non-complex financial Restated into FCA Handbook with HSD changes only
instruments
Art57(e) COBS 10A.4.2R (5) Other non-complex financial Restated into FCA Handbook with HSD changes only
instruments
Art 57(f) COBS 10A.4.2R (6) Other non-complex financial Restated into FCA Handbook with HSD changes only

instruments
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Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Article 58 Retail and professional
client agreements
Art 58(a) COBS8A.1.4R (4) Providing a client agreement: retail | Restated into FCA Handbook with HSD changes only
and professional clients
Art 58(b) COBS8A.1.4R (4) Providing a client agreement: retail | Restated into FCA Handbook with HSD changes only
and professional clients
Art 58(c) COBS8A.1.4R (4) Providing a client agreement: retail | Restatedinto FCA Handbook with HSD changes only
and professional clients
Article 59 Reporting obligations
in respect of execution
of orders other than for
portfolio management
Art 59(a) COBS 16A.3.1R(1) Execution of orders other than Restated into FCA Handbook with HSD changes only
when undertaking portfolio
management
Art 59(b) COBS 16A.3.1R (1) Execution of orders other than Restated into FCA Handbook with HSD changes only
when undertaking portfolio
management
Art 59(2) COBS 16A.3.1R (1) Execution of orders other than Restated into FCA Handbook with HSD changes only
when undertaking portfolio
management
Art 59(3) COBS 16A.3.1R (5) Execution of orders other than Restated into FCA Handbook with HSD changes only
when undertaking portfolio
management
Art 59(4)(a) COBS 16A.3.1R (6) Execution of orders other than Restated into FCA Handbook with HSD changes only

when undertaking portfolio
management
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Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 59(4)(b)

COBS 16A.3.1R (6)

Execution of orders other than
when undertaking portfolio
management

Restated into FCA Handbook with HSD changes only

Art 59(4)(c)

COBS 16A.3.1R (6)

Execution of orders other than
when undertaking portfolio
management

Restated into FCA Handbook with HSD changes only

Art 59(4)(d)

COBS 16A.3.1R (6)

Execution of orders other than
when undertaking portfolio
management

Restated into FCA Handbook with HSD changes only

Art 59(4)(e)

COBS 16A.3.1R (6)

Execution of orders other than
when undertaking portfolio
management

Restated into FCA Handbook with HSD changes only

Art 59(4)(f)

COBS 16A.3.1R (6)

Execution of orders other than
when undertaking portfolio
management

Restated into FCA Handbook with HSD changes only

Art 59(4)(g)

COBS 16A.3.1R(6)

Execution of orders other than
when undertaking portfolio
management

Restated into FCA Handbook with HSD changes only

Art 59(4)(h)

COBS 16A.3.1R(6)

Execution of orders other than
when undertaking portfolio
management

Restated into FCA Handbook with HSD changes only

Art 59(4)(i)

COBS 16A.3.1R (6)

Execution of orders other than
when undertaking portfolio
management

Restated into FCA Handbook with HSD changes only

Art 59(4)(j)

COBS 16A.3.1R (6)

Execution of orders other than
when undertaking portfolio
management

Restated into FCA Handbook with HSD changes only
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Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 59(4)(k) COBS 16A.3.1R (6) Execution of orders other than Restated into FCA Handbook with HSD changes only
when undertaking portfolio
management

Art 59(4)(1) COBS 16A.3.1R (6) Execution of orders other than Restated into FCA Handbook with HSD changes only
when undertaking portfolio
management

Art 59(4)(m) COBS 16A.3.1R (6) Execution of orders other than Restated into FCA Handbook with HSD changes only
when undertaking portfolio
management

Art 59(4)(n) COBS 16A.3.1 R (6) Execution of orders other than Restated into FCA Handbook with HSD changes only
when undertaking portfolio
management

Art 59(4)(o) COBS 16A.3.1R (6) Execution of orders other than Restated into FCA Handbook with HSD changes only
when undertaking portfolio
management

Art 59(4)(p) COBS 16A.3.1R (6) Execution of orders other than Restated into FCA Handbook with HSD changes only
when undertaking portfolio
management

Art 59(5) COBS 16A.3.1R(8) Execution of orders other than Restated into FCA Handbook with HSD changes only
when undertaking portfolio
management

Article 60 Reporting obligations

in respect of portfolio
management

Art 60(1) COBS 16A.4.1R (1) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Art 60(2)(a) COBS 16A.4.1R(2) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only

MiFID business
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Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 60(2)(b) COBS 16A.4.1R(2) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Art 60(2)(c) COBS 16A.4.1R(2) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Art 60(2)(d) COBS 16A.4.1R(2) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Art 60(2)(e) COBS 16A.4.1R(2) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Art 60(2)(f) COBS 16A.4.1R(2) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Art 60(2)(g) COBS 16A.4.1R(2) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Art 60(2)(h) COBS 16A.4.1R(2) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Art 60(3)(a) COBS 16A.4.1R (3) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Art 60(3)(b) COBS 16A.4.1R (3) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Art 60(3)(c) COBS 16A.4.1R (3) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Art 60(4) COBS 16A.4.1R (4) Provision by a firm and contents: Restated into FCA Handbook with HSD changes only
MiFID business

Article 61 Reporting obligations

in respect of eligible
counterparties
Art 61 COBS1Annex1,1.1R Execution of orders other than Incorporatedin the table of application to eligible

when undertaking portfolio
management

counterparty businessin COBS 1 Annex 1
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Subject matter

Handbook style drafting or other comment

Article 62 Additional reporting
obligations for portfolio
management or contingent
liablity transactions
Art 62 Repealed by Marketsin
Financial Instruments
(Investor Reporting)
(Amendment) Regulations
2022/1297 reg.2(4) (January
18,2023)
Article 63 Statements of client
financial instruments or
client funds
Art 63(1) COBS 16A.5.1 R (1) and (2) Statements of client financial Restated into FCA Handbook with HSD changes only
instruments or client funds
Art 63(2)(a) COBS 16A.5.1 R (3) Statements of client financial Restated into FCA Handbook with HSD changes only
instruments or client funds
Art 63(2)(b) COBS 16A.5.1R (3) Statements of client financial Restated into FCA Handbook with HSD changes only
instruments or client funds
Art 63(2)(c) COBS 16A.5.1R (3) Statements of client financial Restated into FCA Handbook with HSD changes only
instruments or client funds
Art 63(2)(d) COBS 16A.5.1 R (3) Statements of client financial Restated into FCA Handbook with HSD changes only
instruments or client funds
Art 63(2)(e) COBS 16A.5.1 R (3) Statements of client financial Restated into FCA Handbook with HSD changes only
instruments or client funds
Art 63(2)(f) COBS 16A.5.1 R (3) Statements of client financial Restated into FCA Handbook with HSD changes only

instruments or client funds
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Subject matter

Handbook style drafting or other comment

Art 63(3) COBS 16A.5.1R (5) Statements of client financial Restated into FCA Handbook with HSD changes only
instruments or client funds
Article 64 Best execution criteria
Art 64(1) COBS 11.2A.8R(1) Best execution criteria Restated into FCA Handbook with HSD changes only
Art 64(2) COBS 11.2A.8R(2) Specific instructions Restated into FCA Handbook with HSD changes only
Art 64(3) COBS 11.2A.8R(3) Commissions Restated into FCA Handbook with HSD changes only
Art 64(4) COBS 11.2A.8R(4) OTC products Restated into FCA Handbook with HSD changes only
Article 65 Duty of investment firms
carrying out portfolio
management and reception
and transmission of orders
toactinthe bestinterests
of the client
Art 65(1) COBS 11.2A.34R(1) Duty of portfolio managers to actin | Restated into FCA Handbook with HSD changes only
the client's bestinterest
Art 65(2) COBS 11.2A.34R(2) Duty of receivers and transmitters | Restated into FCA Handbook with HSD changes only
to actin the client's best interest
Art 65(3) COBS 11.2A.34R(3) Requirements for acting in client's Restated into FCA Handbook with HSD changes only
bestinterest
Art 65(4) COBS 11.2A.34R(4) Obtaining best possible result for Restated into FCA Handbook with HSD changes only
client
Art 65(5) COBS 11.2A.34R(5) Order execution policy Restated into FCA Handbook with HSD changes only
Art 65(6) COBS 11.2A.34R(6) Information on order execution Restated into FCA Handbook with HSD changes only
policy
Art 65(7) COBS 11.2A.34R(7) Monitoring the effectiveness of Restated into FCA Handbook with HSD changes only;

order execution policy; material
change

definition of ‘'material change' moved into Glossary as a

new Glossary term
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Subject matter
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Art 65(8) COBS 11.2A.1R(5) Exception to application of the Restated into FCA Handbook with HSD changes only
provision

Article 66 Execution policy

Art 66(1) COBS 11.2A.25R(1) Order execution policy Restated into FCA Handbook with HSD changes only
requirements

Art 66(2) COBS 11.2A.25R(2) Information to depend on class of Restated into FCA Handbook with HSD changes only
financial instrument

Art 66(3) COBS 11.2A.25R(3) Information to be provided to Restated into FCA Handbook with HSD changes only
clients

Art 66(4) COBS 11.2A.25R(4) Information on fees Restated into FCA Handbook with HSD changes only

Art 66(5) COBS 11.2A.25R(5) Information on execution venues Restated into FCA Handbook with HSD changes only

Art 66(6) COBS 11.2A.25R(6) Information on third party Restated into FCA Handbook with HSD changes only
payments

Art 66(7) COBS 11.2A.25R(7) Information on benefits received by | Restated into FCA Handbook with HSD changes only
the firm

Art 66(8) COBS 11.2A.25R(8) Client requests for information Restated into FCA Handbook with HSD changes only

Art 66(9) COBS 11.2A.25R(9) Information for retail clients Restated into FCA Handbook with HSD changes only

Article 67 General principles

Art 67(1) COBS 11.3.2AR(1) Carrying out client orders Restated into FCA Handbook with HSD changes only

Art 67(2) COBS 11.3.4AR Settlement of executed orders Restated into FCA Handbook with HSD changes only

Art 67(3) COBS 11.3.5AR Use of information relating to Restated into FCA Handbook with HSD changes only
pending client orders

Article 68 Aggregation and allocation

of orders
Art 68(1) COBS 11.3.7AR Aggregation and allocation of Restated into FCA Handbook with HSD changes only

orders
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Subject matter

Handbook style drafting or other comment

Art 68(2) COBS 11.3.8AR Partial execution of aggregated Restated into FCA Handbook with HSD changes only
client orders
Article 69 Aggregation and allocation
of transactions for own
account
Art 69(1) COBS 11.3.9AR Aggregation and allocation of Restated into FCA Handbook with HSD changes only
transactions for own account
Art 69(2) COBS 11.3.10AR Partial execution of aggregated Restated into FCA Handbook with HSD changes only
order
Art 69(3) COBS 11.3.11AR Procedures designed to prevent Restated into FCA Handbook with HSD changes only
reallocation
Article 70 Prompt, fair and expeditious
execution of client
orders and publication of
unexecuted client limit
orders for shares traded on
a trading venue
Art 70(1) COBS 11.4.3AR(1) Obligation to make unexecuted Restated into FCA Handbook with HSD changes only
client limit orders public
Art 70(2) COBS 11.4.3AR(2) Regulated markets and MTFsto be | Restatedinto FCA Handbook with HSD changes only
prioritised
Article 71 Eligible counterparties
Art 71(1) COBS 3.6.4AR Per se professional clients Existing COBS rule
Art 71(2) COBS 3.7.3BR (1) Providing clients with a higher level | Restatedinto FCA Handbook with HSD changes only
of protection
Art 71(3) COBS 3.7.3BR(2) Providing clients with a higherlevel | Restatedinto FCA Handbook with HSD changes only

of protection
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Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 71(4) COBS 3.7.3BR (3) Providing clients with a higher level | Restated into FCA Handbook with HSD changes only
of protection
Art 71(5)(a) COBS 3.6.4BR (1) Eligible counterparties Restated into FCA Handbook with HSD changes only
Art 71(5)(b) COBS 3.6.4BR(2) Eligible counterparties Restated into FCA Handbook with HSD changes only
Article 72 Retention of records
Art 72(1)(a) SYSC9.1.2-AR(1) Requirements and conditions on Restated into FCA Handbook with HSD changes only
the retention of records
Art 72(1)(b) SYSC9.1.2-AR(2) Restated into FCA Handbook with HSD changes only
Art 72(1)(c) SYSC9.1.2-AR(3) Restated into FCA Handbook with HSD changes only
Art 72(1)(d) SYSC9.1.2-AR(4) Restated into FCA Handbook with HSD changes only
Art 72(1)(e) SYSC9.1.2-AR(5) Restated into FCA Handbook with HSD changes only
Art 72(2) SYSC9.1.1BR(1) Requirements on minimum records | Restated into FCA Handbook with HSD changes only
Art 72(3) SYSC9.1.1BR(2) Further requirements on records of | Restated into FCA Handbook with HSD changes only
policies and procedures
Article 73 Record keeping of rights
and obligations of the
investment firm and client
Art73 COBS8A.1.10R Record keeping: client agreements | Restated into FCA Handbook with HSD changes only
Article 74 Record keeping of client
orders and decision to deal
Art 74 COBS 11.5A.2R Recording initial orders received Restated into FCA Handbook with HSD changes only
from clients
Article 75 Record keeping of

transactions and order

processing
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Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 75 COBS 11.5A3R Record keepingin relation to Restated into FCA Handbook with HSD changes only
transactions and order processing
Article 76 Recording of telephone
conversations or electronic
communications
Art 76(1) to (7) SYSC 10A.1.15R Obligations for telephone and Restated into FCA Handbook with HSD changes only
electronic communications
Art 76(8) SYSC 10A.1.12AR Requirements on notifications to Restated into FCA Handbook with HSD changes only

clients

Art 76(9) to (11)

SYSC 10A.1.16R

Requirements on record-keeping

Restated into FCA Handbook with HSD changes only

Article 77 Qualification as an SME

Art 77(1)(a) Glossary — SME definition Deeming provisions for SMEs with Restated into FCA Handbook with HSD changes only
shares traded for less than 3 years

Art 77(1)(b) Glossary — SME definition Deeming provisions for SMEs with Restated into FCA Handbook with HSD changes only
shares traded for less than 3 years

Art 77(1)(c) Glossary — SME definition Deeming provisions for SMEs with | Restated into FCA Handbook with HSD changes only
shares traded for less than 3 years

Art 77(2) Glossary — SME definition Deeming provision for SME with Restated into FCA Handbook with HSD changes only
Nno equity instruments traded on a
venue

Article 78 Registration as an SME

growth market

Art 78(1) MAR 5.10.2AR(1) and (2) Registration as an SME growth Language amended to clarify this is a firm-facing
market obligation

Art 78(2)(a) MAR 5.10.2AR(3)(a) Registration as an SME growth Restated into FCA Handbook with HSD changes only

market
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Art 78(2)(b) MAR 5.10.2AR(3)(b) Registration as an SME growth Restated into FCA Handbook with HSD changes only
market

Art 78(2)(c) MAR 5.10.2AR(3)(c) Registration as an SME growth Restated into FCA Handbook with HSD changes only
market

Art 78(2)(d) MAR 5.10.2AR(3)(d) Registration as an SME growth Restated into FCA Handbook with HSD changes only
market

Art 78(2)(e) MAR 5.10.2AR(3)(e) Registration as an SME growth Restated into FCA Handbook with HSD changes only
market

Art 78(2)(f) MAR 5.10.2AR(3)(f) Registration as an SME growth Restated into FCA Handbook with HSD changes only
market

Art 78(2)(g) MAR 5.10.2AR(3)(g) Registration as an SME growth Restated into FCA Handbook with HSD changes only
market

Art 78(2(h) MAR 5.10.2AR(3)(h) Registration as an SME growth Restated into FCA Handbook with HSD changes only
market

Art 78(2)(i) MAR 5.10.2AR(3)()) Registration as an SME growth Restated into FCA Handbook with HSD changes only
market

Art 78(2)()) MAR 5.10.2AR(3)()) Registration as an SME growth Restated into FCA Handbook with HSD changes only
market

Art 78(3) Glossary — UK prospectus Definition of UK law implementing Deleted and introduced a new definition of UK

regime definition Directive 2003/71/EC prospectus regime
Article 79 Deregistration as an SME
Growth market

Art 79(1) MAR 5.10.2CR(1) Deregistration as an SME growth Restated with HSD changes only
market

Art 79(2) MAR 5.10.2CR(2) Deregistration as an SME growth Restated with HSD changes only
market
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Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Article 81 Circumstances where
significant infringements
of the rules of a trading
venue or disorderly trading
conditions or system
disruptionsinrelationto a
financial instrument may be
assumed
Art 81(1) MAR 5.6.1R (4) Obligation to consider the Restated into FCA Handbook with HSD changes only
MAR 5A.8.1R (4) factorsin MAR 1 Annex 3(1) when
REC 3.25.2R (1) assessing the requirement to
inform the FCA of significant
infringements of the rules of the
trading venue, disorderly trading
conditions or systems disruptions
Art 81(2) Not restated Clarification on the circumstances Not restated into FCA Handbook as not needed
in which information under A.81(1)
would be required
Article 82 Circumstances where
a conduct indicating
behaviour that is prohibited
under Regulation (EU) No
596/2014 may be assumed
Art 82(1) MAR 5.6.1R (5) Obligation to consider the Restated into FCA Handbook with HSD changes only
MAR 5A.8.1R (5) factorsin MAR 1 Annex 3(2) when
REC 3.25.3R (1) assessing whether the requirement

to inform the FCA of conduct that
may indicate a breach of the Market
Abuse Regulation applies
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Art 82(2) MAR 5.6.1AR (1) Obligation to consider additional Restated into FCA Handbook with HSD changes only
MAR 5A.8.1AR (1) factors for trading venues where
REC 3.25.3(2) financial instruments or related

financial instruments are traded

Art 82(3) MAR 5.6.1AR (3) Obligations to take into account Restated into FCA Handbook with HSD changes only
MAR 5A.8.1AR (3) front running behaviours
REC 3.25.3(4)

Article 83 Position reporting

Art 83 Not restated as part of Position reporting Not restated as part of this exercise. See FCA CP
this exercise. See FCA CP CP23/27: Reforming the commodity derivatives
CP23/27: Reforming the regulatory framework
commodity derivatives
regulatory framework

Article 84 Obligation to provide
market data on areasonable
commercial basis

Art 84 Not restated as part of this Obligation to provide market data Not restated as part of this exercise. Issues relating
exercise. See FCA CP23/33: on areasonable commercial basis to Articles 84-89 were considered in the making of
Consultation on payments the Data Reporting Services Forms (Amendment)
to data providers and DRSP Instrument 2024 [See FCA CP23/33: Consultation
forms including Policy on payments to data providers and DRSP forms
Statement for the framework including Policy Statement for the framework for
for UK consolidated tape UK consolidated tape (CP23/15)]. Article 84 was
(CP23/15) revoked as of 5 April 2024 pursuant to regulation 4(d)

(i) SI 2023/1382 rhttps://www.legislation.gov.uk/
uksi/2023/1382/contents/made
Article 85 Provision of market data on

the basis of cost
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 85

Not restated as part of this
exercise. See FCA CP23/33:
Consultation on payments

to data providers and DRSP
forms including Policy
Statement for the framework
for UK consolidated tape
(CP23/15)

Provision of market data on the
basis of cost

See commentary for Article 84

Article 86

Obligation to provide
market data on a non-
discriminatory basis

Art 86

Not restated as part of this
exercise. See FCA CP23/33:
Consultation on payments

to data providers and DRSP
forms including Policy
Statement for the framework
for UK consolidated tape
(CP23/15)

Obligation to provide market data
on a non-discriminatory basis

See commentary for Article 84

Article 87

Per user fees

Art 87

Not restated as part of this
exercise. See FCA CP23/33:
Consultation on payments

to data providers and DRSP
forms including Policy
Statement for the framework
for UK consolidated tape
(CP23/15)

Per user fees

See commentary for Article 84

Article 88

Unbundling and
disaggregating market data
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Art 88

Not restated as part of this
exercise. See FCA CP23/33;
Consultation on payments

to data providers and DRSP
forms including Policy
Statement for the framework
for UK consolidated tape
(CP23/15)

Unbundling and disaggregating
market data

See commentary for Article 84

Article 89

Transparency obligation

Art 89

Not restated as part of this
exercise. See FCA CP23/33;
Consultation on payments

to data providers and DRSP
forms including Policy
Statement for the framework
for UK consolidated tape
(CP23/15)

Transparency obligation

See commentary for Article 84

Article 90

Determination of the
substantial importance of
the operations of a trading
venue in a host Member
State

Art 90

Not restated as previously
revoked

Determination of the substantial
importance of the operations of
atrading venue in a host Member
State

Not restated as previously revoked

Article 91

Entry into force and
application

Art 91

Not restated as not needed

Entryinto force and application

Not restated as not needed

Annex |

Record-keeping
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Annex | Client
assessment—
information to
clients

COBS 2.2A.7R,COBS
3.8.2R,COBS 4.11A.3 R,
COBS6.1ZA.25R, COBS
6.2B.40BR, COBS 8A.19R,
COBS9A.4.2ARand COBS
14.3A13R

Content as provided for under
Article 24(4) of MiFID and Articles
44 to 51 of the MiFID Org
Regulation

Combination of existing COBS rules and new rules

Annex | Client
assessment —client
agreements

COBS8A.19Rand8A.1.10R

Records as provided for under
Article 25(5) of MiFID and Article 58
of the MiFID Org Reg

Combination of existing COBS rule and new rule

Annex | Client
assessment —
Assessment of
suitability and
appropriateness

COBS9A.4.2AR, COBS
10A.7.2R

Content as provided for under
Article 25(2) and (3) of MiFID and
Articles 54. 55 and 56 of the MiFID
OrgReg

Combination of existing COBS rule and new rule

Annex | Order
handling — Client-
order handling
—aggregated
transactions

COBS 11.3.15R

Records as provided for under
Articles 67 to 70 of the MiFID Org
Reg

Restatedinto FCA Handbook as new rule, in same
location as the rules replicating Articles 67-70 of MiFID
OrgReg

Annex | Order
handling —
Aggregation
and allocation of
transactions for
own account

COBS 11.3.15R

Records as provided for under
Article 69 of the MiFID Org Reg

Restatedinto FCA Handbook as new rule, in same
location as the rule replicating Article 69 of MiFID Org
Reg

Annex | Client
Orders and
transactions —
record keeping of
client orders or
decisions to deal

COBS 11.5A.2R

Records as provided for under
Article 74 of the MiFID Org Reg.

Restated into FCA Handbook with HSD changes only
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Annex | Client
Orders and
transactions —
record keeping of
transactions and
order processing

COBS 11.5A.3R

Records as provided for under
Article 75 of the MiFID Org Reg

Restated into FCA Handbook with HSD changes only

Annex | Reporting
to clients —

obligationin respect
of services provided

to clients

COBS 16A.2.4R

Contents as provided for under
Articles 59 to 63 of the MiFID Org
Reg

Restatedinto FCA Handbook as a new rule, in same
location as the rules replicating Articles 59, 60 and 63 of
MiFID Org Reg

Annex |
Safeguarding of
client assets —
client financial

CASS 6.2.1R, Article 2(1)(a):
CASS 6.2.2R

Article 2(1)(b): CASS 6.6.3R
Article 2(1)(c): CASS 6.6.34R

Records as provided for under
Article 16(8) of MiFID and under
Article 2 of Commission Delegated
Directive (EU) 2017/593

Existing rules in FCA Handbook

(1)
instruments held by | Article 2(4): CASS 6.3.6AR
aninvestmentfirm | Article 2(5): CASS 10.1.7R
Annex | CASS 7.12.1R, Article 2(1)(a): Records as provided for under Existing rule in FCA Handbook
Safeguarding of CASS 7.15.2R Article 16(9) of MiFID and under

client assets —client

funds held by an
investment firm

Article 2(1)(b): CASS 7.15.3R
Article 2(1)(c): CASS 7.15.20R
Article 2(5): CASS 10.1.7R

Article 2 of Delegated Directive
(EU) 2017/593

Annex |
Safeguarding of
client assets —use
of client financial
instruments

CASS6.4.3R

Records provided for under
Article 5 of Delegated Directive
(EV) 2017/593

Existing rule in FCA Handbook
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Annex |
Communications
with clients —
information

about costs and
associated charges

COBS 6.1ZA.25R

Contents as provided for under
Article 50 of MiFID Org Reg

Restated into FCA Handbook as anew rule, in same
location as the rules replicating Article 50 of MiFID Org
Reg

Annex |
Communications
with clients —
information about
the investment
firmandits
services, financial
instruments and
safe-guarding of
client assets

COBS 6.1ZA.25R and COBS
14.3A.13R

Content as provided for under
Articles 47, 48 and 49 of MiFID Org
Reg

Restatedinto FCA Handbook as new rules, in same
locations as the rules replicating Articles 47, 48 and 49
of MiFID Org Reg

Annex | COBS 4.11A.3R Records of communication —see Restated into FCA Handbook as anew rule
Communications Article 46 of MiFID Org Reg

with clients —

information to

clients

Annex | COBS 4.11A.3R Each marketing communication Restated into FCA Handbook as anew rule
Communications issued by the investment firm

with clients (exceptin oral form) as provided

—marketing under Articles 44 and 46 of MiFID

communications
(exceptin oral form)

OrgReg
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Annex |
Communications
with clients —
investment advice
to retail clients

COBS9A.4.2AR

() The fact, time and date that
investment advice was rendered
and (i) the financial instrument
that was recommended (i) the
suitability report provided to the
client —see Article 54 of the MiFID
OrgReg

Restated into FCA Handbook as anew rule, in same
location as the rules replicating Article 54 of MiFID Org
Reg

Annex | COBS 12.2.25R Each item of researchissued by Restatedinto FCA Handbook as new rule, in same
Communications the investment firmin a durable location as the rules replicating Articles 36 and 37 of
with clients — medium —see Articles 36 and 37 MiFID Org Reg

investment MiFID Org Reg

research

Annex | SYSC9.1.1BR(1) Records as provided for under Restated into FCA Handbook as new rule

Organisational
requirements —the
firm's business
and internal
organisation

Article 21(1)(f) of MiFID Org Reg

Annex |
Organisational
requirements —
compliance reports

SYSC9.1.1BR(1)

Each compliance report to
management body - see Article
22(2) (c) and Article 25(2) of MiFID
OrgReg

Restatedinto FCA Handbook as new rule

Annex |
Organisational
requirements —
conflicts of interest
record

SYSC9.1.1BR(1)

Records as provided for under
Article 35 of MiFID Org Reg

Restatedinto FCA Handbook as new rule

Annex |
Organisational
requirements —
inducements

COBS 2.3A.35R

The information disclosed to

clients under Article 24(9) of MiFID.

Also see Article 11, 12 and 13 of
Delegated Directive (EU) 2017/593

Restated into FCA Handbook as new rule
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MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Annex |
Organisational
requirements —
risk management
reports

SYSC9.1.1BR(1)

Each risk management report to
senior management. See Article
23(1)(b) and Article 25(2) of MiFID
OrgReg

Restatedinto FCA Handbook as new rule

Annex |
Organisational
requirements
—internal audit
reports

SYSC9.1.1BR(1)

Eachinternal audit report to senior
management —see Article 24 and
Article 25(2) of MiFID Org Reg

Restatedinto FCA Handbook as new rule

Annex |
Organisational
requirements
—complaints-
handling records

DISP 1.1A.37R

Each complaint and the complaint
handling measures taken to
address the complaint — see Article
26 of MiFID Org Reg

Obligation restated to FCA Handbook through
amendment to existing rule

Annex |
Organisational
requirements —
records of personal
records

COBS 11.7A.5R(5)(c) and
SYSC9.1.1BR(1)

Records as provided for under
Article 29(5)(c) of MiFID Org Reg

Restatedinto FCA Handbook as new rule, in same
location as the rule replicating Article 29(5)(c) MiFID
OrgReg

AnnexII Costs and charges

Table 1 COBS 6 Annex 7R Identified costs that should form Restated into FCA Handbook with HSD changes only
part of the costs to be disclosed to
the clients

Table 2 COBS 6 Annex 7R Identified costs that should form Restated into FCA Handbook with HSD changes only

part of the costs to be disclosed to
the clients

101



Financial Conduct Authority
Consultation Paper

MiFID ORG
Regulation Article

Handbook Reference

Subject matter

Handbook style drafting or other comment

Annex I Requirement for operators
of trading venues to
immediately inform their
national competent
authority
Annex Il MAR 1 Annex I Requirement for operators of Restated into FCA Handbook with HSD changes only
trading venues to immediately
inform their national competent
authority
Annex IV [No title]

Annex |V section 1

COBS 11.5A.4R

Minimum details to be recorded
in relation to client orders and
decisions to deal

Restated into FCA Handbook with HSD changes only

Annex |V section 2

COBS 11.5A.5R

Minimum details to be recordedin
relation to transactions and order
processing

Restated into FCA Handbook with HSD changes only
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Annex 5

Abbreviations in this document

Abbreviation Description

AGBR Advice Guidance Boundary Review

AIFM Alternative Investment Fund Manager

AIEMD Al'tern'ative Investment Fund Managers
Directive

CASS Client Assets Sourcebook

CBA Cost Benefit Analysis

CCl Consumer Composite Investments

CFD Contracts for Difference

CFlI Call for Input

CIS Collective Investment Scheme

COBS Conduct of Business sourcebook

CP Consultation Paper

CRD Capital Requirements Directive

CRR UK Capital Requirements Regulation

DEPP Decision Procedure and Penalties Manual

DISP The Dispute Resolution sourcebook

DP Discussion Paper
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Abbreviation Description

Disclosure Guidance and Transparency

DTR Rules sourcebook

EA Equality Act

ECP Eligible Counterparty

EEA European Economic Area

ESG Environmental, Social and Governance
EU European Union

FCA Financial Conduct Authority

FOS Financial Ombudsman Service

FSCS Financial Services Compensation Scheme
FSMA Financial Services and Markets Act

GEN General Provisions sourcebook

HDS Handbook Drafting Style

IDD Insurance Distribution Directive

IPCD Implementation Period Completion Date
LRRA Legislative and Regulatory Reform Act
M2G The MIiFID 2 Onshoring Guide

MAR Market Abuse Conduct Sourcebook
MiFID Markets in Financial Instruments Directive
MiFI Regs Markets in Financial Instruments

Regulations
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Abbreviation

Description

Markets in Financial Instruments Directive

MiFIDPRU (Prudential)
MTF Multilateral Trading Facilities
OFR Overseas Funds Regime
OPS Occupational Pension Scheme
OTF Organised Trading Facilities
PERG Perimeter Guidance
PRA Prudential Regulation Authority
Packaged Retail and Insurance-based
PRIIPs : .
investment products Regulation
PROF Professional Firms Sourcebook
PS Policy Statement
RAO Regulated Activities Order
REC Recognised Clearing House Sourcebook
RIE Investment Exchanges Sourcebook
SI Systematic Internalisers
Secondary International Competitiveness
SICGO and Growth Objective
SMCR Senior Managers and Certification Regime
SME growth markets Small and Medium-sized Enterprise growth
markets
SRF Smarter Regulatory Framework
SUP Supervision Manual
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Abbreviation Description
SYSC Systems & Controls Sourcebook
TC Training and Competence Sourcebook
TP Temporary Permission
Undertakings for Collective Investment
UCITS in Transferable Securities Implementing
Directive
UK United Kingdom

All our publications are available to download from www.fca.org.uk.

Request an alternative format

Please complete this form if you require this content in an alternative format.

Or call 020 7066 6087
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MARKETS IN FINANCIAL INSTRUMENTS (SMARTER REGULATORY

FRAMEWORK) INSTRUMENT 202X

Powers exercised by the Financial Conduct Authority:

A

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

1) the following sections of the Financial Services and Markets Act 2000 (“the

Act?):

(a)
(b)
(©)
(d)
(e)
()
(9)
(h)
(i)
()

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

section 137R (Financial promotion rules);

section 137T (General supplementary powers);

section 138D (Actions for damages);

section 139A (Power of the FCA to give guidance);

section 143C (Duty to make rules applying to FCA investment firms);
section 143D (Duty to make rules applying to parent undertakings);
section 143E (Powers to make rules applying to parent undertakings);
section 226 (Compulsory jurisdiction); and

section 300H (Rules relating to investment exchanges and data
reporting service providers);

@) regulation 11 of the Financial Services and Markets Act 2000 (Recognition
Requirements for Investment Exchanges, Clearing Houses and Central
Securities Depositaries) Regulations 2001(SI 2001/995); and

3) the other rule and guidance making powers listed in Schedule 4 (Powers
exercised) to the General Provisions of the FCA’s Handbook.

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

The FCA approves the Voluntary Jurisdiction rules and guidance to be made and
amended, the standard terms for VVoluntary Jurisdiction participants to be fixed and
varied and the scheme rules made and amended by the Financial Ombudsman Service
Limited under this instrument.

Powers exercised by the Financial Ombudsman Service Limited

D.

The Financial Ombudsman Service Limited:

(1) makes and amends the rules and guidance for the VVoluntary Jurisdiction; and

(2) fixes and varies the standard terms for Voluntary Jurisdiction participants,

to incorporate the changes to the Glossary of definitions as set out in Annex A to this
instrument; and
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(3) makes and amends the scheme rules,

in order to incorporate the changes to the Glossary of definitions as set out in Annex
A to this instrument,

in the exercise of the following powers and related provisions in the Act:

(a) section 227 (Voluntary Jurisdiction);

(b) paragraph 8 (Information, advice and guidance) of Schedule 17;

(c) paragraph 14 (The scheme operator’s rules) of Schedule 17,

(d) paragraph 18 (Terms of reference to the scheme) of Schedule 17; and
(e) paragraph 20 (Voluntary Jurisdiction rules: procedure) of Schedule 17.

The making and amendment of the rules and guidance, the fixing and varying of the
standard terms and the making and amendment of scheme rules by the Financial
Ombudsman Service Limited, as set out at Paragraph C above, is subject to the
consent and approval of the Financial Conduct Authority.

Commencement

This instrument comes into force on [date].

Interpretation

In this instrument, any reference to any provision of assimilated direct legislation is a
reference to it as it forms part of assimilated law.

Amendments to the Handbook

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) below.

1) )

Glossary of definitions Annex A
Senior Management Arrangements, Systems and Controls Annex B
sourcebook (SYSC)

Training and Competence sourcebook (TC) Annex C
General Provisions sourcebook (GEN) Annex D
Prudential sourcebook for MiFID Investment Firms (MIFIDPRU) Annex E
Conduct of Business sourcebook (COBS) Annex F
Client Assets sourcebook (CASS) Annex G
Market Conduct sourcebook (MAR) Annex H
Supervision manual (SUP) Annex |
Decision Procedure and Penalties manual (DEPP) AnnexJ
Dispute Resolution: Complaints sourcebook (DISP) Annex K
Professional Firms sourcebook (PROF) Annex L
Recognised Investment Exchanges sourcebook (REC) Annex M
Disclosure Guidance and Transparency Rules sourcebook (DTR) Annex N
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Amendment to material outside the Handbook

l. The MIFID 2 Onshoring Guide (M2G) is amended in accordance with Annex O to
this instrument.

Notes

J. In the Annexes to this instrument, the notes (indicated by “Note:” or “Editor’s note:”)
are included for the convenience of readers, but do not form part of the legislative
text.

Citation

K. This instrument may be cited as the Markets in Financial Instruments (Smarter

Regulatory Framework) Instrument 202X.

By order of the Board
[date]
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Annex A

Amendments to the Glossary of definitions

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

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

underlined.

DGSD

Directive
2013/36/EU
UK law

EU MiFID
Org
Regulation

Gibraltar-
based
investment
firm

material
change

MiFID best
execution
obligation

Part 9C
rules

UK law on
market
abuse

Directive 2014/49/EU of the European Parliament and of the Council of 16
April 2014 on deposit guarantee schemes (recast).

means the law of the UK, or any part of it, which was relied on by the UK
immediately before IP completion day, to implement Directive 2013/36/EU and
its implementing measures:

(@) asit has effect on 1 January 2022, in the case of rules made by the PRA
under the Act; and

(b) as amended from time to time, in all other cases.

Commission Delegated Regulation (EU) 2017/565 of 25 April 2016
supplementing MiFID of the European Parliament and of the Council as regards
organisational requirements and operating conditions for investment firms and
defined terms for the purposes of that Directive.

A Gibraltar-based firm which would be a MiFID investment firm if it had its
head office or registered office in the United Kingdom

(in COBS 11) a significant event that could impact parameters of best
execution, such as cost, price, speed, likelihood of execution and settlement,
size, nature or any other consideration relevant to the execution of the order.

(in COBS 11) the obligation of a firm under COBS 11.2A.2R, COBS 11.2A.9R,
COBS 11.2A.12R and COBS 11.2A.15R.

has the meaning given in section 143F(1) of the Act.
(1) assimilated law relating to the Market Abuse Regulation including:

(@) the requirements in the Act related to the Market Abuse Regulation
including the market abuse regime;

(b)  the Market Abuse Regulation;
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(c) the Market Abuse Regulation regulatory technical standards and
implementing technical standards;

(d) the Criminal Justice Act 1993;

(e) the Financial Services Act 2012; and

() FCA rules relating to the Market Abuse Regulation;
(2)  FCA rules substituting the Market Abuse Regulation; and
(3)  FCA rules substituting assimilated law in (1)(b) and (c).

UKlawon (1) assimilated law relating to MiFID including:

markets in
financial (@  requirements imposed by or under the Act;
instruments )
(b) MIFIR;
(c)  MiIFIR Delegated Regulation;
(d)  MIFID regulatory technical standards and implementing technical
standards;
()  MIFIR regulatory technical standards and implementing technical
standards;
(f)  MiFI Regulations;
() FCA rules relating to MiFID; and
(h)  PRA rules relating to MiFID.
(2) FCA rules and PRA rules substituting the UK version of Commission
Delegated Regulation (EU) 2017/565 of 25 April 2016 which was part of
UK law by virtue of the EUWA as at [date of revocation of MiFID Org
Reg].
(3) FCA rules substituting assimilated law in (1)(b) to (f).
UK UK law corresponding to and implementing the EU Prospectus Regulation
prospectus including:
regime

(1) the Prospectus Regulation;
(2) the Prospectus RTS Regulation;
(3) the PR Regulation;

(4) Part VI of the Act; and
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(5)  rules in the Prospectus Regulations Rules Instrument 2019 (FCA
2019/80) (and successor provisions).

Amend the following definitions as shown.

algorithmic
trading

client money

commodity

common
platform
organisatio-
nal
requirement
S

common
platform
record-
keeping
requirement
S

common
platform
requirement
S

ENote: article-4(1)(30) of MiFID]

(2A) (in MIFIDPRU, FEES, CASS 6, CASS 7, CASS 7A and CASS 10 and,
in so far as it relates to matters covered by CASS 6, CASS 7, COBS and
IPRU(INV)) subject to the client money rules, money of any currency:

(@) that a firm receives or holds for, or on behalf of, a client in the
course of, or in connection with, its MiFID business and (in
relation to COBS only, if the context requires) its equivalent
business of a third country investment firm; or

- . .
(1)  SYSC 4to SYSC 9;-and.

(@)

[deleted] .

(in relation to common platform firms) the following:

(1)  SYSC 9:and.
(2)

[deleted]
(1) SYSC 4 to SYSC 10:-and.

Page 6 of 243


https://www.handbook.fca.org.uk/handbook/SYSC/4/#D1
https://www.handbook.fca.org.uk/handbook/SYSC/9/#D1
https://www.handbook.fca.org.uk/handbook/glossary/G3560m.html
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/instrument/2017/FCA_2017_50.pdf
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/glossary/G1967.html
https://www.handbook.fca.org.uk/handbook/SYSC/9/#D1
https://www.handbook.fca.org.uk/handbook/glossary/G3560m.html
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/SYSC/4/#D1
https://www.handbook.fca.org.uk/handbook/SYSC/10/#D1
https://www.handbook.fca.org.uk/handbook/glossary/G3560m.html
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
https://www.handbook.fca.org.uk/handbook/SYSC/1/Annex1.html#D126
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competent
employees
rule

compliance
requirement
s for SMCR
firms

dealing on
own account

derivative

durable
medium

(a)
(b)

(ba)

(©)
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[deleted]

for an insurer, a managing agent and the Society, SYSC 3.1.6R; and
fora Iee'.' '“el“ |8|ElE|GII'III I."” A “FIE 21(1}@ ofthe MiFID-Org
2-8R-and-SYSC-1-Annex-12.8AR: [deleted]

Ie';azl;ll'zl IE lepue_nal exemption :“'.' anell atlmdl_ee_untly I"'l' article
Annex-1-32CR:-and [deleted]

for every other firm, SYSC 5.1.1R (where it applies).

any of the following requirements:

(©)

(d)

article 22 of the- MHID-Org-Regulation-{Comphanece} SYSC 6.1.2-AR,
SYSC 6.1.3-AR, SYSC 6.1.4-AAR and SYSC 6.1.5AR;

article 22-of the- MiFID-OrgRegulation SYSC 6.1.2-AR, SYSC 6.1.3-
AR, SYSC 6.1.4-AAR and SYSC 6.1.5AR (as applied in accordance

with SYSC1-Annex-12.8AR-SYSC1-Annex1-32-AR-SYSC 1 Annex
13:2-BR; SYSC 1 Annex 1 3.2CR and SYSC 1 Annex 1 3.3R); or

trading against proprietary capital resulting in the conclusion of transactions
in one or more financial instruments, except where the firm participates in
matching arrangements entered into with entities outside its own group with

the objective or consequence of carrying out de facto riskless back-to-back

transactions in a financial instrument outside a trading venue.

1)
(@)

@)

(in REC, MAR 5, and-MAR 5A and COBS 12) those financial
instruments defined in article 2(1)(24)(c) of MiFIR or referred to in
paragraphs 4 to 10 of Part 1 of Schedule 2 to the Regulated Activities
Order.

Any instrument:

(@ which is either:

(i)  paper; or
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2

FCA 202X/XX
FOS 202X/XX

b} (ii) any an instrument which enables the recipient to store
information addressed personally to the recipient in a way
accessible for future reference and for a period of time
adequate for the purposes of the information and which
allows the unchanged reproduction of the information stored-;
and

(b) in relation to which any applicable conditions in (2) to (4) are
satisfied (read, as applicable, by reference to (5)).

In relation to the equivalent business of a third country investment
firm-MiFID-optional-exemption-business-or collective portfolio
management, if the relevant rule derivesfrom-the MiFD-Org

Regulation-eris-arule-whieh implemented the UCITS Directive,
the UCITS implementing Directive or the UCITS implementing

Directive No 2 the instrument used must be:

)  appropriate to the context in which the business is to be carried
(@ on;and

)  specifically chosen by the recipient when offered the choice
(b) between that instrument and paper.

In relation to rules in SYSC and COBS insofar as they apply to MiFID,
equivalent third country or optional exemption business:

(a) if the recipient is a retail client:

(i) they must be informed of the right to receive the information
on paper instead of in electronic format; and

(i) if the retail client requests to receive the information on
paper, the information must be provided on paper and free of

charge; and
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(b) inany other case, the information must be provided in electronic
format.

(4) InlICOBS and, in relation to life policies, in COBS:

b the instrument used must be appropriate in the context of the
(a) business conducted between the insurance distributor and
(for ICOBS) the customer or (for COBS) the client; and

{vit  the customer (for ICOBS) or client (for COBS) must be given the
} choice between information on paper and the instrument used,
(b) and must specifically choose the latter medium.

(5)  For the purposes of this definition, the provision of information by
means of electronic communications shal-be-treated-as is to be
considered appropriate to the context in which the business between
the firm and the client is, or is to be, carried on if there is evidence that
the client has regular access to the internet. The provision by
the client of an e-mail address for the purposes of the carrying on of
that business is sufficient.

[Note: article 2(f) of, and Recital 20 to, the Distance Marketing Directive,
articles 2(1)(18), 23(4) and 23(6) of the IDD, article 4(1)(62) of MiFID and

article-3(1)-(FA) and-(1B)of the MiFID-Org-Regulation, articles 75(2) and
81(1) of the UCITS Directive, article 20(3) of the UCITS implementing

Directive and article 7 of the UCITS implementing Directive No 2]

[Editor’s note: The changes proposed to the definition of ‘durable medium’
follow those consulted on in Quarterly Consultation Paper No. 44 (CP24/11).]

a-management-company an undertaking established in the EEA, the regular
business of which is the management of EEA UCITS schemes.

INote: article-2(1) of the-Mi \ation]

(1)  (other than in (2) and (3)) those instruments specified in Part 1 of
Schedule 2 to the Regulated Activities Order, that is:

(da (inrelation to derivative contracts relating to a currency) has the

) meaning in article-10-of the- MiFIB-Org-Regulation) Article 10
(Characteristics of other derivative contracts relating to
currencies’) of Part 2 of Schedule 2 to the Regulated Activities
Order, (in summary):
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FOS 202X/XX

options, futures, swaps, and any other derivative contract relating
to commodities that can be physically settled provided that they
are traded on a regulated market, a UK MTF or a UK OTF,
except for wholesale energy products (having regard to article6
of the MiFID-OrgRegulation Article 6 (Energy derivative
contracts relating to oil and coal and wholesale energy products)
of Part 2 of Schedule 2 to the Regulated Activities Order) traded
on a UK OTF that must be physically settled where the
conditions of article-5-ofthe- MiFID-Org-Regulation Article 5
(Wholesale energy products that must be physically settled) of
Part 2 of Schedule 2 to the Regulated Activities Order are met;

options, futures, swaps, forwards and any other derivative
contracts relating to commodities, that can be physically settled
not otherwise mentioned in (f) and:

(i) not being for commercial purposes or wholesale
energy products traded on an EU OTF that must

be physically settled, having regard to article7{4)
of the MiFID-Org-Regulation paragraph 4 of

Article 7 (Other derivative financial instruments)
of Part 2 of Schedule 2 to the Regulated Activities
Order;

(i) which have the characteristics of other derivative
financial instruments having regard to article A1)
of the MiFID-Org-Regulation paragraph 1 of
Article 7 of Part 2 of Schedule 2 to the Regulated
Activities Order; and

(iii) not being spot contracts having regard to articles—7
1 L (2) of . Lati
paragraphs 1 and 2 of Article 7 of Part 2 of
Schedule 2 to the Requlated Activities Order;

options, futures, swaps, forward rate agreements and any other
derivative contracts relating to:

(xii) a derivative contract to which article-8-ofthe
MiFIB-Org-Regulation Article 8 (Derivatives
under paragraph 10 of Part 1 of Schedule 2) of
Part 2 of Schedule 2 to the Regulated Activities
Order applies;
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where the conditions in articles#3)-and{(4)-of the MiFIBD-Org
Regulation paragraphs 3 and 4 of Article 7 of Schedule 2 to the

Requlated Activities Order are met;

[Note: article 44(1)(15) and section C of Annex | to MiFID and-articles
7 and 8 of the MiFID Org Regulation]

any of the following requirements:

(¢)  artcle24-of the MiFIE-Org-Regulation-Hnternal-avdity SYSC 6.2.1R;

(d)  article 24 of the MiFID Org Regulation (Internal audit) SYSC 6.2.1R
(as applied in accordance with SYSC-1-Annex-12.8AR,-SYSC-1-Annex

1 32-AR-SYSC-L-Annex1-32-BR; SYSC 1 Annex 1 3.2CR and SYSC
1 Annex 1 3.3R); or

sl ing.in-article-36(1) of the Mi lation.

research or other information recommending or suggesting an investment
strateqy, explicitly or implicitly, concerning one or several financial
instruments or the issuers of financial instruments, including any opinion as to
the present or future value or price of such instruments, intended for
distribution channels or for the public, and in relation to which the following
conditions are met:

(@)  the research or information is labelled or described as ‘investment
research’ or in similar terms or is otherwise presented as an objective
or independent explanation of the matters contained in the
recommendation;

(b)  if the recommendation in question were made by a firm to a client, it
would not constitute the provision of a personal recommendation.

[Note: article-36(L) of the Mi lation]

any oral or written expression of dissatisfaction, whether justified or not,
from, or on behalf of, a person about the provision of, or failure to provide, a
financial service or a redress determination:

(@  which alleges that the complainant has suffered (or may suffer)
financial loss, material distress or material inconvenience; and

(b) either:
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FOS 202X/XX

0 hich articl  tho Mi Lot lies: ot is a

complaint about:

(A) the provision of investment services or ancillary
services to a client by an investment firm;

(B) the provision of one or more investment
services to a client by a CRD credit institution:;

©) selling structured deposits to clients, or advising
clients on them, where the sale or advice is
provided by an investment firm or a CRD credit
institution;

(D) the activities permitted by the UK provisions
which implemented article 6(3) of the UCITS
Directive when carried on by a collective portfolio
management investment firm; and

(E) the activities permitted by the UK provisions
which implemented Article 6(4) of
the AIFMD when carried on by a collective
portfolio management investment firm; or

(i) which concerns the equivalent business of a third country
investment firm.

[Note: a MiFID complaint which falls within the jurisdiction of the Financial
Ombudsman Service is a complaint]

an investment recommendation that a-dees-hot-meetthe conditions-set-out-in
article-36(1)-of the- MiFID-Org-Regulation does not constitute investment

research.

ENote: article-36(L) of the Mi \ation]

[Note: article-2(3)-of the- MiFID-Org-Regulation-and article 13(28) of the

Solvency Il Directive]

a report which a firm is required to provide to a client pursuant to:

Page 12 of 243



(b)

(©)

(d)

FCA 202X/XX
FOS 202X/XX

article-60(1)-of the MiFID-Org-Regulation COBS 16A.4.1R where the
firm is carrying on MiFHB-business; MIFID, equivalent third country

or optional exemption business.

the equivalent business of a third country investment firm; [deleted]

i i i i - [deleted]

lation i ced]

personal
recommend

a-tion [Note: article 2(1)(15) of the IDD-article-9-of the-MiFID-Org-Regulation and
article 53(1C) and 53(1D) of the Regulated Activities Order]

personal a trade in a designated investment, or in COBS 11.7A only, a trade in a
transaction  financial instrument, effected by or on behalf of a relevant person, where at

least one of the following criteria are met:

[Note: article 16(2) of MiFID and-article28-of the-MiFID-Org-Regulation]

regulatory 1)
system

relevant
person

the arrangements for regulating a firm or other person in or under
the Act, including the threshold conditions, the Principles and

other rules, the Statements of Principle, codes and guidance, or in or
under the CCA, and including any relevant provisions of a

an onshored regulation such as those contained in the MiFD-Org

Regulation-and-the UK CRR.

[Note: article-2(1)-of the- MiFID-OrgRegulation-and article 3(3) of the
UCITS implementing Directive]

remuneration (1)

()

(except where (2), (3) or (4) apply) any form of remuneration,
including salaries, discretionary pension benefits and benefits of any
kind.

[Note: article 92(2) of CRD]

(in relation to these-articles-of-the- MiFID-Org-Regulation the

common platform requirements as applied in accordance with SYSG-1
7 ‘““e* J: 287 tl %1 S L Sg J: 7 “I“e* J: 32 4 \I%, %@%ﬂ%@-
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financing
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(3)

FCA 202X/XX
FOS 202X/XX

BR; SYSC 1 Annex 1 3.2CR, SYSC 1 Annex 1 3.3R; SYSC

19F.1.1R; SYSC 19F.1.3R, and SYSC 19F.1.4R and SYSC 19F.1.4AR)
all forms of payments or financial or non-financial benefits provided
directly or indirectly by a firm to relevant persons in the provision of
one or more of designated investment business, ancillary

activities and ancillary services to clients.

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

E : hs- i) to-(iv)-derive £ el n : :
Regulation]

any of the following requirements:

(d)

(€)

(1)

(1A)

article 23 of the MiFID Org Regulation (Risk management) SYSC
7.1.2-AR, SYSC 7.1.3R, SYSC 7.1.5R, SYSC 7.1.6R and SYSC 7.1.7R;

article23(2)-of the- MiFIB-Org-Regulation SYSC 7.1.6R and SYSC
7.1.7R (as applied in accordance with S¥SC-L-Annrex128AR,-SYSC

1T AnRex1-3:2-AR;-SYSC1-Annex13:2-BR; SYSC 1 Annex 1 3.2CR
and SYSC 1 Annex 1 3.3R); or

(in COBS_ other than in relation to MiFID, equivalent third country
or optional exemption business) an instance of stock lending or stock
borrowing or the lending or borrowing of other financial instruments,
a repurchase or reverse repurchase transaction, or a buy-sell back or
sell-buy back transaction.

(in COBS (in relation to MiFID, equivalent third country or optional
exemption business), COLL, DEPP, EG, FEES and FUND) a
transaction defined in article 3(11) of the Securities Financing
Transactions Regulation as follows:

(@) arepurchase transaction, as defined in article 3(9) of that
regulation;
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senior
management
2
3)
small and 1)
medium-sized
enterprise or
SME

FCA 202X/XX
FOS 202X/XX

(b)  securities or commodities lending and securities or
commodities borrowing as defined in article 3(7) of that
regulation;

(c) abuy-sell back transaction or sell-buy back transaction as
defined in article 3(8) of that regulation; and

(d) amargin lending transaction as defined in article 3(10) of that
regulation.

(in SYSC (except SYSC 4.3.2-AR, SYSC 4.3A, SYSC 7.1.6R, SYSC
8.1.6-AR, SYSC 9.1.1BR, SYSC 10.1.6AAR, SYSC 19F and
paragraph (1) of the definition of supervisory function) and in
accordance with article 4(1)(10) of the UK CRR) those persons who
are a natural person and who exercise executive functions in

an institution and who are responsible and accountable to

the management body for the day-to-day management of

the institution.

(in SYSC 4.3.2-AR, SYSC 4.3A, SYSC 7.1.6R, SYSC 8.1.6-AR, SYSC
9.1.1BR, SYSC 10.1.6AAR, SYSC 19F, paragraph (1) of the
definition of supervisory function and COBS 2.3B)

those persons who are a natural person, who exercise executive
functions in common platform firms and who are responsible and
accountable to the management body for the day-to-day management
of the firm, including for the implementation of the policies
concerning the distribution of services and products to clients by it
and its personnel.

[Note: article 4.1(37) of MiFID]

(in MAR 5):

(@) companies that had an average market capitalisation of less
than €200,000,000 based on end-year quotes for the previous
three 3 calendar years:;

(b) anissuer whose shares have been admitted to trading for less
than 3 years where its market capitalisation is below
€200.,000.000 based on any of the following:
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FCA 202X/XX
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(i) the last closing share price of the first year of trading, if
its shares have been admitted to trading for less than 1

year,

(i) the last closing share price of the first share of trading,
if its shares have been admitted to trading for more
than 1 year but less than 2 years:

(iii) the average of the last closing share prices of the first 2
years of trading, if its shares have been admitted to
trading for more than 2 years but less than 3 years.

(c) an.issuer that has no equity instrument traded on any trading
venue if the nominal value of its debt issuances over the
previous calendar year, on all trading venues across the United
Kingdom, does not exceed €50,000,000.

a report which a firm must provide to its client which, among other things,
explains why the firm has concluded that a recommended transaction is
suitable for the client and which is provided pursuant to:

(b)

(©)

(d)

1)

article 54(12)-of the MiFID-OrgRegulation COBS 9A.3.3R where
the firm is carrying on MiFB-business MiFID, equivalent third

country or optional exemption business;

the equivalent business of a third country investment firm; [deleted]
i i i iness;-or [deleted]

any function within a common platform firm that is responsible for
the supervision of its senrior-persennel senior management.

[Note: recital 73.to the Mi Jation]

the following conditions:
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2 the client must specifically consent to the provision of that
information in that form (in respect of the provision of information to
a client in relation to MiFID, equivalent third country or optional
exemption business pursuant to rules in COBS 4.5A.9R, COBS
6.1ZA, COBS 8A, COBS 11.2A.25R or COBS 14.3A, only inthecase
of if the client is a retail client if-therelevantrule-derivesfrom-the

MIFID Org Regulation);

[Note: article 23(5) of the IDD-article-3-of the MiFID-Org-Regulation and
article 38(2) of the KlI Regulation]

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

MiFID Org the UK version of Commission Delegated Regulation (EU) 2017/565 of

Regulation 25 April 2016 supplementing MiFID of the European Parliament and of
the Council as regards organisational requirements and operating
conditions for investment firms and defined terms for the purposes of that
Directive, which is part of UK law by virtue of the EUWA.

MiFID Org a firm to which the MiFID Org Regulation is directly applicable.
Regulation firm
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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,
unless otherwise stated.

1 Application and purpose

1 Annex1  Detailed application of SYSC

Part2 | Application of the common platform requirements (SYSC 4 to 10)

Who?

N
~
oy}
[0
E

Subject to SYSC 1 Annex 1 2.17R, the common platform
requirements do not apply to a Gibraltar-based investment
firm.

(2) | AGibraltar-based investment firm, when carrying on what
would otherwise be MiFID business, must comply with
the:

(@) | common platforms requirements on financial crime

and

(b) | common platform record-keeping requirements in
accordance with SYSC 1 Annex 1 2.17R.

What?
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2.8A

1)

(1A)

@)
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& 2 must [deleted]

4) Fhis-rele-does-notapply-to-acolectiveportioho
; e i rolati
< i i i i - [deleted]

(5) | The requirements in article#2-6f the MiFD-Org
Regulation SYSC 9.1.1B and SYSC 9.1.2-AR do not apply

to a firm to the extent that SYSC 9.1.2CR applies to
the firm.

(6) SYSCAH-Annex1-28ARAA} doesnotapphyto-atirm-to-the
I f he firm {
Anrnex1-3-3AG): [deleted]

2.8B

2.8C

ﬁ ﬁ : I ; et

purposes-of-SYSC1-Annex-1-28AR: [deleted]

2.8D

o blishod by i I ; i ;
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he-definitions in MIFID_Mi ! the Mi lation.
[deleted]

2.10

The provisions on record-keeping in SYSC 9, and-articles21-and
72-of the MiFID-OrgRegulation SYSC 4.1.1-AR, SYSC 5.1.1R,
SYSC 5.1.6R, SYSC 5.1.12R, SYSC 5.1.13R and SYSC 5.1.14R,
apply as set out in SYSC 1 Annex 1.2.8R ard-SYSC-L-Annex
1.2.8AR, except that they only apply to the carrying on

of ancillary activities that are performed in relation to:

1) designated investment business;

(2) home finance activity;

(3) insurance distribution activity;

4) credit-related regulated activity.

2.14B

Firms should refer to articles-38-to-42-6f the MiFD-Org
Regulation COBS 11A.1 (Underwriting and placing) for additional

organisational requirements for underwriting and placing.

Actions for damages

2.19

R

A contravention of a rule in the common platform

requirements and in SYSC 10A (Recording telephone
conversations and electronic communications) does not give rise
to a right of action by a private person under section 138D of the
Act (and each of those rules is specified under section 138D(3) of
the Act as a provision giving rise to no such right of action).

Part 3

Tables summarising the application of the common platform

requirements to different types of firm
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3.1

The common platform requirements apply as described in the
following table (subject to the provisions in Part 2 of this Annex
(Application of the common platform requirements)).

Type of firm Common platform
requirements

Common platform firm SYSC 1 Annex 1 3.2G-S¥SG1
Annex1-32-ARand-SYSC1
Anhex-13.2-BR

Common platform firm

3.2

G

For a common platform firm {etherthan-a-dermant-assetfund
operator-netsubjectto-MiHD):

(1) |SYSC 4 to SYSC 10 apply in accordance with Column A in
Table A below:and.

(2)  articles 1(2), 21 to 25, 30 to 35 and 72 of the MiFID Org
Regulatton-are-directhappheableto-the-thm: [deleted]

3.2-A

Anhex-12.8R-and-SYSC-1-Annex1-2.8AR- [deleted]

3.2-B
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1-2.8R-and-SYSC-L-Annex1-2.8AR- [deleted]

MIiFID optional exemption firm and a third country firm

3.2C R | For a MiFID optional exemption firm and a third country firm:

(1) |SYSC 4to SYSC 10 apply as rules or as guidance in
accordance with Table B below in the following way:

(@) | where a rule is shown modified as ‘Guidance’, it
should be read as guidance (as if “should” appeared
in that rule instead of “must”); and

(b) | the provision should be applied in a proportionate
manner, taking into account the nature, scale and
complexity of the firm s business;-and.

)
[deleted]
Other firms
3.3 R | For all other firms:

1) SYSC 4 to SYSC 10 apply as rules or as guidance in
accordance with Column B in Table A below in the
following way:
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(@)

where a rule is shown modified in Column B as
‘Guidance’, it should be read as guidance (as if
“should” appeared in that rule instead of

“must”); and

(b)

the provision should be applied in a proportionate
manner, taking into account the nature, scale and
complexity of the firm s business;-and.

)

Rega#aﬂen—d&net—appb'- [deleted]

Table A: Application of the common platform requirements in SYSC 4 to

SYSC 10
Provision | COLUMN A | COLUMN A+ | COLUMN COLUMN B
SYSC 4 | Application to a | Application to a fer Application to all
common UCITS Application to | other firms apart
platform firm management a full-scope from insurers,
other than to a company UK AIFM of UK
UCITS an authorised | ISPVs, managing
investment firm AlF agents, the
Society, full-
scope UK
AIFMs of
unauthorised
AIlFs, MiFID
optional
exemption firms
and third country
firms
SYSC
4.1.1R
SYSC Rule Rule for a Not Not applicable
4.1.1-AR UCITS applicable

investment firm;
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otherwise not
applicable
SYSC Rule CRR Rule Not Guidance
4.1.7R firm fora only applicable
SYSC
4.3.2R
SYSC Rule Rule for a Not Not applicable
4.3.2-AR UCITS applicable
investment firm
in relation to its
MiFID
business;
otherwise not
applicable
Provision | COLUMNA | COLUMN A+ | COLUMN COLUMN B
SYSC5 | Application to a| Application to a h Application to all
common UCITS Application to| other firms apart
platform firm management a full-scope from insurers,
other than to a company UK AIFM of UK
UCITS an authorised | ISPVs, managing
investment firm AlF agents, the
Society, full-

scope UK AIFMs
of unauthorised
AlFs, MiFID
optional
exemption firms
and third country
firms
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SYSC Netapphicable |Rule Not applicable | Rule
51.1R Rule
SYSC Notapphicable |Rule Guidance Guidance
5.1.6R Rule
SYSC Notapphicable |Rule Not applicable | Guidance
5.1.12R Rule
SYSC Notapphicable |Rule Not applicable | Rule
5.1.13R Rule
SYSC Netapphicable |Rule Not applicable | Guidance
5.1.14R Rule
Provision | COLUMNA | COLUMN A+ | COLUMN COLUMN B
SYSC 6 |Application to a | Application to a h Application to all
common UCITS Application to | other firms apart
platform firm management a full-scope from insurers,
other than to a company UK AIFM of UK
UCITS an authorised | ISPVs, managing
investment firm AlF agents, the
Society, full-
scope UK
AIFMs of
unauthorised
AlFs, MiFID
optional

exemption firms
and third country
firms
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SYSC
6.1.2R
SYSC e Rule for a Not applicable | Not applicable
6.1.2-AR UCITS
investment firm
in relation to its
MiFID
business;
otherwise not
applicable
SYSC
6.1.3R
SYSC e Rule for a Not applicable | Not applicable
6.1.3-AR UCITS
investment firm
in relation to its
MiFID
business;
otherwise not
applicable
SYSC
6.1.4R
SYSC e Rule for a Not applicable | Not applicable
6.1.4-AAR UCITS
investment
firm; otherwise
not applicable
SYSC
6.1.5R
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SYSC Rule Rule for a Not applicable | Not applicable
6.1.5AR UCITS
investment
firm; otherwise
not applicable
SYSC Netapphicable |Rule Not applicable | Guidance, but
6.2.1R Rule applies as a rule
to an operator of
an electronic
system in
relation to
lending
Provision | COLUMN A | COLUMN A+ COLUMN COLUMN B
SYSC 7 | Application to | Application to a fer Application to all
a common UCITS Application to | other firms apart
platform firm management a full-scope from insurers,
other than to a company UK AIFM of UK
UCITS an authorised | ISPVs, managing
investment AlF agents, the
firm Society, full-
scope UK
AIFMs of
unauthorised
AlFs, MiFID
optional
exemption firms
and third country
firms
SYSC Not applicable | Rule for a UCITS | Not applicable | Guidance, but
7.1.2R investment applies as a rule
firm inrelation-to to an operator of
Hshon-MiFID an electronic
business; system in
otherwise relation to
guidance lending
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SYSC Rule Not applicable Not applicable | Not applicable
7.1.2-AR
SYSC Netapphicable | Rule for a UCITS | Not applicable | Guidance, but
7.1.3R Rule investment applies as a rule
- firm inrelation-to for an operator
Hshon-MiFID of an electronic
business; system in
otherwise relation to
guidance lending
SYSC Netapphicable | Rule for a UCITS | Not applicable | Guidance, but
7.1.5R Rule investment applies as a rule
B firm inrelation-to to an operator of
Hs-hron-MiFID an electronic
business; system in
otherwise relation to
guidance lending
SYSC Netapphicable | Rule for a UCITS | Not applicable | Guidance, but
7.1.6R Rule investment applies as a rule
E— firm inrelation-to to an operator of
Hs-hron-MiFID an electronic
business; system in
otherwise relation to
guidance lending
SYSC Notapphicable | Rule for a UCITS | Not applicable | Guidance, but
7.1.7R Rule investment applies as a rule
- firm inrelationto to an operator of
Hs-nen-MiFHD an electronic
business; system in
otherwise relation to
guidance lending
Provision | COLUMN A | COLUMN A+ |COLUMN A++| COLUMN B
SYSC 8 | Application to | Application to a | Application to a | Application to all
a common UCITS full-scope UK | other firms apart
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platform firm | management AIFM of an from insurers,
other than to a company authorised AlF UK

UCITS ISPVs, managing
investment agents, the
firm Society, full-
scope UK
AIFMs of
unauthorised
AlFs, MiFID
optional
exemption firms
and third country
firms

SYSC
8.1.4R
SYSC Rule Rule for Not applicable | Not applicable
8.1.4AR a UCITS

investment firm;

otherwise not

applicable
SYSC Netapphicable | Rule for Not applicable | Guidance
8.1.5R Rule a UCITS _

investment firm;

otherwise

guidance
SYSC
8.1.6R
SYSC Rule Rule for Not applicable | Not applicable
8.1.6-AR a UCITS

investment firm;

otherwise not
applicable
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SYSC
8.1.7R

)
=3
(D%

Rule for

a UCITS
investment
firm inrelation
to-its-non-
MiEID
business;
otherwise
guidance

Not applicable

Guidance

SYSC
8.1.8R

)
=3
(D%

Rule for

a UCITS
investment
firm inrelation
to-its-non-
MiEID
business;
otherwise
guidance

Not applicable

Guidance

SYSC
8.1.9R

X
=3
m%

Rule for

a UCITS
investment
firm inrelation
to-its-non-
MiEID
business;
otherwise
guidance

Not applicable

Guidance

SYSC
8.1.10R

Py
=3
m%

Rule for

a UCITS
investment
firm inrelation
to-its-non-
MiFID
business;
otherwise
guidance

Not applicable

Guidance

SYSC
8.1.11R

SYSC

8.1.11-CR

X
=2
@

Rule for
a UCITS
investment firm
in relation to its

Not applicable

Not applicable
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MiFID
business;
otherwise not
applicable
SYSC Rule Rule for Not applicable | Not applicable
8.1.11-BR a UCITS
investment firm
in relation to its
MiFID
business;
otherwise not
applicable
SYSC Guidance Guidance for Not applicable | Not applicable
8.1.11-AG a UCITS
investment firm
in relation to its
MiFID
business;
otherwise not
applicable
Provision | COLUMN A | COLUMN A+ | COLUMN A++| COLUMN B
SYSC9 | Application to | Application to a| Application to a| Application to all
a common UCITS full-scope UK | other firms apart
platform firm | management AIFM of an from insurers,
other than to a company authorised AlIF UK
UCITS ISPVs, managing
investment agents, the
firm Society, full-
scope UK AIFMs
of unauthorised
AIlFs, MiFID
optional
exemption firms
and third country
firms
SYSC
9.1.1AR
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SYSC Rule applies | Rule applies Not applicable | Not applicable
9.1.1BR only in only in relation
relation to MIiFID
to MiFID business of
business a UCITS
investment firm
SYSC
9.1.2R
SYSC 9.1.2-| Rule applies | Rule applies Not applicable | Not applicable
AR only in only in relation
relation to MiFID
to MiFID business of
business a UCITS
investment firm
Provision Column A | COLUMN A+ | COLUMN A++ Column B
SYSC 10 | Applicationto| Applicationto | Application to | Application to all
a.common aUCITS a full-scope UK| other firms apart
platform firm | management AIFM of an from insurers,
other than to a company authorised AlF UK
UCITS ISPVs, managing
investment agents, the
firm Society, full-
scope UK
AIFMs of
unauthorised
AlFs, MiFID
optional
exemption firms
and third country
firms
SYSC Not Rule, but not Not applicable | Guidance - but
10.1.4R apphicable applicable in applies as a rule
ule relation to in relation to the
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insurance
distribution
activities

production or
arrangement of
investment
research, or the
production or
dissemination of
non-independent
research, in
accordance with
COBS 12.2

Not applicable in
relation to
insurance
distribution
activities or
funeral plan
distribution

SYSC
10.1.6R

Rule

Rule

Rule in relation
to insurance
distribution
activities.
Otherwise not
applicable

Guidance - but
applies as a rule:
(@) in relation to
the production or
arrangement of
investment
research, or the
production or
dissemination of
non-independent
research, in
accordance with
COBS 12.2; and
(b) in relation to
insurance
distribution
activities and
funeral plan
distribution

SYSC
10.1.6AAR

Rule in relation
to insurance
distribution
activities

Rule in relation
to insurance
distribution
activities

Rule in relation
to insurance
distribution
activities and
funeral plan
distribution
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SYSC Rule i Rule Rule in relation | Rule
10.1.8R relationto to insurance
nsurance distribution
distribution activities.
activities: Otherwise, not
Otherwise; applicable
licabl
SYSC Not Guidance Not applicable | Guidance
10.1.9G appheable
Guidance
SYSC Not Rule in+relation | Rule in relation | Guidance - but
10.1.9AR | apphicable to-insthranes to insurance applies as a rule
Rule Gl-lSI—HbHI—PGH dist_ri_b_ution in relation to
- activities: activities. insurance
Othepwise ot | Otherwise, not | distribution
appheable applicable activities and
funeral plan
distribution
SYSC Not Rule Rule in relation | Guidance - but
10.1.10R | apphicable to insurance applies as a rule:
Rule distribution (@) in relation to
B activities. the production or
Otherwise, not | arrangement of
applicable investment
research, or the
production or
dissemination of
non-independent
research, in
accordance with
COBS 12.2; and
(b) in relation to
insurance
distribution
activities and
funeral plan
distribution
SYSC10.1. | Net Rule Rule in relation | Guidance - but
11R apphicable to insurance applies as a rule:
ule distribution (@) in relation to
- activities. the production or
arrangement of
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Otherwise, not | investment
applicable

research, or the
production or
dissemination of
non-independent
research, in
accordance with
COBS 12.2; and
(b) in relation to
insurance
distribution
activities and
funeral plan
distribution

SYSC Neot
10.1.11AA | applicable
R ule

Rule inrelation | Rule in relation | Rule in relation

to-insurance to insurance to insurance

distribution distribution distribution

activities activities activities and
funeral plan
distribution

Table B: Application of the common platform requirements in SYSC 4 to 10
to MiFID optional exemption firms and third country firms

Provision COLUMN A COLUMN B
MiFID optional Third country firms
exemption firms

SYSC 4
SYSC 4.1.1R
SYSC 4.1.1-AR ule (1)(a): Guidance

(1)(b), (c), (d) and first

paragraph: Rule

2): Rule
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Provision COLUMN A COLUMN B
MIFID optional Third country firms
exemption firms
SYSC4
(3) to (5): Guidance
SYSC 4.3.2R
SYSC 4.3.2-AR Guidance (1) and (2): Rule
(3): Guidance
Provision COLUMN A COLUMN B
MIFID optional exemption|  Third country firms
firms
SYSC5
SYSC5.1.1R Netapplicable Notapplicable
Rule ule
SYSC5.1.6R Not applicable Not applicable
Rule Guidance
SYSC5.1.12R Notapplicable Notapplicable
Rule Guidance
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SYSC5.1.13R Netapphicable Netapphicable
Rule ule
SYSC 5.1.14R Not applicable Not applicable
Rule Guidance
Provision COLUMN A COLUMN B
MIiFID optional exemption| Third country firms
firms
SYSC 6
SYSC 6.1.2R
SYSC 6.1.2-AR Guidance Guidance
SYSC 6.1.3R
SYSC 6.1.3-AR Guidance Guidance
SYSC 6.1.4R
SYSC 6.1.4-AAR Guidance (1), (3), (4) and (5):
Guidance
(2): Rule
SYSC 6.1.5R
SYSC 6.1.5AR Guidance Guidance
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SYSC 6.2.1R Netapphicable Netapphcable
Guidance Guidance
Provision COLUMN A COLUMN B
MIFID optional exemption | Third country firms
firms
SYSC 7
SYSC 7.1.2R
SYSC 7.1.2-AR Guidance Guidance
SYSC 7.1.3R Not applicable Not applicable
Guidance Guidance
SYSC 7.15R Not applicable Not applicable
Guidance Guidance
SYSC 7.1.6R Neotapphicable Notappheable
Guidance Guidance
SYSC 7.1.7R Not applicable Not applicable
Guidance Guidance
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Provision COLUMN A COLUMN B
MIiFID optional exemption | Third country firms
firms
SYSC 8

SYSC 8.1.4R

SYSC 8.1.4AR Guidance Guidance

SYSC 8.1.5R Not applicable Not applicable
Guidance Guidance

SYSC 8.1.6R

SYSC 8.1.6-AR Rule ule

SYSC 8.1.7R Notappheable Not-appheable
Guidance Guidance

SYSC 8.1.8R Not applicable Not applicable
Guidance Guidance

SYSC 8.1.9R Not applicable Not applicable
Guidance Guidance

SYSC 8.1.10R Notapphicable Not apphicable
Guidance Guidance

SYSC 8.1.11R
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SYSC 8.1.11-CR Guidance Guidance
SYSC 8.1.11-BR Rule Guidance
SYSC 8.1.11-AG Guidance Guidance
Provision COLUMN A COLUMN B
MIFID optional exemption | Third country firms
firms
SYSC 9
SYSC 9.1.1AR
SYSC 9.1.1BR Rule Guidance
SYSC 9.1.2R
SYSC 9.1.2-AR Rule Guidance
Provision COLUMN A COLUMN B
MIiFID optional exemption | Third country firms
firms
SYSC 10
SYSC 10.1.6AAR Rule inrelationto-nsurance Rule Guidance — but
distribution-activities applies as a rule in

relation to insurance
distribution activities
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SYSC 10.1.9AR Rule inrelationto-nsurance Rule in relation
distribution-activities: to insurance
Otherwise not applicable distribution activities.
Otherwise

not applicable

SYSC 10.1.11AAR Rule inrelationto-insurance Rule Guidance, but
distribution-activities applies as a rule in
relation to insurance
distribution activities

Table C is deleted in its entirety. The deleted text is not reproduced in this instrument.

Amend the following as shown.

4 General organisational requirements

4.1 General requirements

Application to a common platform firm

4.1.-2 G For a common platform firm:

(1) he MiFID-Ore Reaulati lies. isedlin SYSC 1 A
13.2G, SYSC 1 Annex 1 3.2-AR and SYSC 1 Annex 1 3.2-BR: and

|deietea|

(2)  the rules and guidance apply as set out in the table below:

Subject Applicable rule or guidance
General requirements SYSC 4.1-2G, SYSC 4.1.1R, SYSC4LACR,
SYSC 4.1.1-AR, SYSC 4.1.2R, S¥SC
412AAR
Business continuity SYSC 4.1.6R, SYSC 4.1.7R, SYSC 4.1.8G
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Audit committee SYSC 4.1.11G, SYSC 4.1.13G, SYSC
4.1.14G

Persons who effectively direct | SYSC 4.2.1R, SYSC 4.2.2R, SYSC 4.2.3G,
the business SYSC 4.2.4G, SYSC 4.2.5G, SYSC 4.2.6R
Responsibility of senior SYSC 4.3.2-AR, SYSC 4.3.3G
personnel
Management body SYSC 4.3A.-1R to SYSC 4.3A.7R
Nominations committee SYSC 4.3A.8R to SYSC 4.3A.11R

Application to a MiFID optional exemption firm and to a third country firm

For a MiFID optional exemption firm and a third country firm:

(1)

@)

the rules and guidance in this chapter apply to them as if they were
rules or as guidance in accordance with SYSC 1 Annex 1 3.2CR(1);

I el ” . lation i
owi . - [deleted]

General requirements

A common platform firm must, taking into account the nature, scale
and complexity of its business, and the nature and range of the
activities carried on in the course of its designated investment
business, comply with the following organisational requirements:

(a establish, implement and maintain decision-making
procedures and an organisational structure which clearly and
in a documented manner specifies reporting lines and
allocates functions and responsibilities;

(b)  establish, implement and maintain adequate internal control
mechanisms designed to secure compliance with decisions
and procedures at all levels of the common platform firm:;

©) establish, implement and maintain effective internal reporting
and communication of information at all relevant levels of
the common platform firm; and

(d)  maintain adequate and orderly records of its business and
internal organisation:;
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(2) A common platform firm must establish, implement and maintain
systems and procedures that are adequate to safequard the security,
integrity and confidentiality of information, taking into account the
nature of the information in question.

(3) A common platform firm must establish, implement and maintain an
adequate business continuity policy aimed at ensuring, in the case of
an interruption to its systems and procedures, the preservation of
essential data and functions and the maintenance of its designated
investment business, or, where that is not possible, the timely
recovery of such data and functions and the timely resumption of its
designated investment business.

(4) A common platform firm must establish, implement and maintain
accounting policies and procedures that enable it, at the request of
the FCA, to deliver in a timely manner to the FCA financial reports
which reflect a true and fair view of its financial position and which
comply with all applicable accounting standards and rules.

(5) A common platform firm must monitor and, on a regular basis,
evaluate the adequacy and effectiveness of its systems, internal
control mechanisms and arrangements established in accordance
with SYSC 4.1.1-AR(1) to (4), SYSC 5.1.1R, SYSC 5.1.6R, SYSC
5.1.12R, SYSC 5.1.13R and SYSC 5.1.14R, and take appropriate
measures to address any deficiencies.

For a common platform firm, the arrangements, processes and mechanisms
referred to in SYSC 4.1.1R must be comprehensive and proportionate to the
nature, scale and complexity of the risks inherent in the business model and
of the common platform firm’s activities and must take into account the
specific technical criteria described in artiele-213)-of the MiFID-Org
Regulation SYSC 4.1.1-AR(3), SYSC 5.1.7R, SYSC 7 and whichever of the
following is applicable:

Business continuity

The matters dealt with in a business continuity policy should include:

(6) regular testing of the business continuity policy in an appropriate
and proportionate manner in accordance with SYSC 4.1.10R and for
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a common platform firm with article-21(5)-of the MiFIB-Org
Regulation SYSC 4.1.1-AR(5) and SYSC 5.1.14R.

Responsibility of senior personnel

A common platform firm, when allocating functions internally, must
ensure that senior management and, where appropriate, the
supervisory function, are responsible for ensuring that the firm
complies with its obligations under the UK law on markets in
financial instruments. In particular, senior management and, where
appropriate, the supervisory function must assess and periodically
review the effectiveness of the policies, arrangements and
procedures put in place to comply with the firm s obligations under
the UK law on markets in financial instruments, and take appropriate
measures to address any deficiencies.

When allocating significant functions among senior management
under SYSC 4.3.2-AR(1), a common platform firm must:

(@)  establish who is responsible for overseeing and maintaining
the firm’s organisational requirements; and

(b)  keep up-to-date records of such allocation.

A common platform firm must ensure that:

(a) its senior management receive on a frequent basis, and at
least annually, written reports on the matters covered by
SYSC 6.1.2-AR, SYSC 6.1.3-AR, SYSC 6.1.4-AAR, SYSC
6.1.5R, SYSC 6.2.1R, SYSC 7.1.2-AR, SYSC 7.1.3R and
SYSC 7.1.5R to SYSC 7.1.7R, indicating in particular whether
the appropriate remedial measures have been taken in the
event of any deficiencies; and

(b)  the supervisory function, if any, receives on a reqular basis
written reports on the same matters.

5 Employees, agents and other relevant persons

5.1 Skills, knowledge and expertise

[Note: ESMA has also issued guidelines under article 16(3) of the ESMA
Regulation covering certain aspects of the MiFID compliance function
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requirements. See http://www.esma.europa.eu/content/Guidelines-certain-
aspects-MiFID-compliance-function-requirements.]

Application to a common platform firm

G

For a common platform firm:

1) I . lati lies. icod |
[deleted]
(2)  the rules and guidance apply as set out in the table below:
Subject Applicable rule or guidance
Competent SYSC 5.1.-2G, SYSC 5.1.1R, SYSC 5.1.2G to SYSC

employees rule, | 5.1.5AG, SYSC 5.1.5AAR, SYSC 5.1.5ABR, SYSC
knowledge and 5.1.5ACG to SYSC 5.1.5AEG, SYSC 5.1.6R, SYSC
competence and | 5.1.7R, SYSC 5.1.8G to SYSC 5.1.11G, SYSC 5.1.12R,
segregation of SYSC5.1.13R, SYSC 5.1.14R

functions

Application to an MiFID optional exemption firm and to a third country firm

G

For a MiFID optional exemption firm and a third country firm:

(1)

@)

the rules and guidance in this chapter apply to them as if they were
rules or as guidance in accordance with SYSC 1 Annex 1 3.2CR(1);

I el ” . lation i
owi . - [deleted]

Competent employees rule

A firm {ether-than-a-commonplatferm-firm) must employ personnel with the

skills, knowledge and expertise necessary for the discharge of the
responsibilities allocated to them.

R

[Note: articles 12(1)(a) and 14(1)(c) of the UCITS Directive and article 5(1)
of the UCITS implementing Directive]

Knowledge and competence
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A firm must ensure, and be able to demonstrate to the FCA, at the FCA4 ’s
request, that any relevant individuals possess the necessary knowledge and
competence so as to ensure that the firm is able to meet its obligations
related to information to clients, and the assessment of suitability and
appropriateness and reporting to clients under: SYSC, COBS and PROD in
relation to MiFID business.

1) N . . . .
tlllese |ulles ”:'.'e:' _|||||elle|||e||ta| tllelesl 24 a_nsl_ 25-61 Il“l'l :E (".'Glud"'g
irective); [deleted]

(2 related-provisions-of the- MiFID-OrgRegulation: [deleted]
[Note: article 25(1) of MiFID]

Segregation of functions

R

A common platform firm and a management company must ensure that the
performance of multiple functions by its relevant persons does not and is
not likely to prevent those persons from discharging any particular functions
soundly, honestly and professionally.

[Note: article 5(3) of the UCITS implementing Directive]

Awareness of procedures: management company and common platform firm

R

A common platform firm and a management company must ensure that its
relevant persons are aware of the procedures which must be followed for
the proper discharge of their responsibilities.

[Note: article 4(1)(b) of the UCITS implementing Directive]

General

R

The systems, internal control mechanisms and arrangements established by
a firm {etherthan-a-commen-platform-firm) in accordance with this chapter
must take into account the nature, scale and complexity of its business and
the nature and range of financial services, claims management services and
other activities undertaken in the course of that business.

[Note: articles 4(1) final paragraph and 5(4) of the UCITS implementing
Directive]

A common platform firm and a management company must monitor and, on
a regular basis, evaluate the adequacy and effectiveness of its systems,
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internal control mechanisms and arrangements established in accordance
with this chapter, and take appropriate measures to address any deficiencies.

[Note: article 4(5) of the UCITS implementing Directive]

6 Compliance, internal audit and financial crime

6.1 Compliance

Application to a common platform firm

6.1.-2 G  Foracommon platform firm:

(1) I . - lati lies. ised in SYSC

|deietea|

(2)  the rules and guidance apply as set out in the table below:

Subject

Applicable rule or guidance

Adequate policy and
procedures

SYSC 6.1.-2G, SYSC 6.1.1R, SYSC 6.1.1AG,
SYSC 6.1.2-AR

Compliance function

SYSC 6.1.3-AR, SYSC 6.1.4-AAR, SYSC
6.1.4-AG, SYSC 6.1.4-CG, SYSC 6.1.5AR

Internal audit

SYSC 6.2.1R, SYSC 6.2.2G

Financial crime

SYSC 6.3.1R to SYSC 6.3.11G

Application to an MiFID optional exemption firm and to a third country firm

6.1.-1 G  For a MiFID optional exemption firm and a third country firm:

(1)  the rules and guidance in this chapter apply to them as if they were
rules or as guidance in accordance with SYSC 1 Annex 1 3.2CR(2);

(2)  thesearticles-ofthe- MiFID-Org-Regulationth-SYSC1-Annex1

Adequate policy and procedures

AR-aRE GR-appty

. - [deleted]
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A common platform firm must, taking into account the nature, scale and
complexity of its business, and the nature and range of financial services
and activities undertaken in the course of its designated investment
business, establish, implement and maintain adequate policies and
procedures designed to detect any risk of failure by the firm to comply with
its obligations under the UK law on markets in financial instruments, as
well as associated risks, and put in place adequate measures and procedures
designed to minimise such risks and to enable the FCA to exercise its
powers effectively under the UK law on markets in financial instruments.

Compliance function

R

R

A common platform firm must establish and maintain a permanent and
effective compliance function which operates independently and which has
the following responsibilities:

(1) to monitor on a permanent basis and to assess, on a regular basis, the
adequacy and effectiveness of the measures, policies and procedures
put in place in accordance with SYSC 6.1.2-AR, and the actions
taken to address any deficiencies in the firm’s compliance with its

obligations;

(2)  to advise and assist the relevant persons responsible for carrying out
the firm’s designated investment business to comply with the firm’s
obligations under the UK law on markets in financial instruments;

(3)  to report to the management body, at least on an annual basis, on:

(a) the implementation and effectiveness of the overall control
environment for the firm ’s designated investment business:

(b) the risks that have been identified; and

(c) the complaints-handling reporting as well as remedies
undertaken or to be undertaken:;

(4)  to monitor the operations of the complaints-handling process and
consider complaints as a source of relevant information in the
context of its general monitoring responsibilities.

To comply with SYSC 6.1.3-AR(1) and (2), the firm’s compliance function
must conduct an assessment on the basis of which it must establish a risk-
based monitoring programme that takes into consideration all areas of the
firm’s designated investment business and any relevant ancillary

services and ancillary activities associated with the firm’s requlated
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activities, including relevant information gathered in relation to the
monitoring of complaints-handling. The monitoring programme must
establish priorities determined by the compliance risk assessment ensuring
that compliance risk is comprehensively monitored.

In order to enable the compliance function referred to in SYSC 6.1.3-AR to
discharge its responsibilities properly and independently, a common
platform firm must ensure that the following conditions are satisfied:

(1)  the compliance function must have the necessary authority,
resources, expertise and access to all relevant information;

(2)  acompliance officer must be appointed and replaced by the
management body and must be responsible for the compliance
function and for any reporting as to compliance required in relation
to the UK law on markets in financial instruments and by SYSC

4.3.2-AR(3);

(3)  the compliance function reports on an ad-hoc basis directly to the
management body where it detects a significant risk of failure by the
firm to comply with its obligations under the UK law on markets in
financial instruments;

(4)  the relevant persons involved in the compliance functions must not
be involved in the performance of the services or activities they
monitor;

(5)  the method of determining the remuneration of the relevant persons
involved in the compliance function must not compromise their
objectivity and must not be likely to do so.

(1)  This guidance is relevant to an SMCR firm required to appoint a

compliance officer under SYSC 6.1.4R or article-22(3)-efthe MiFID
Org-Regulation SYSC 6.1.4-AAR as applicable.

2 Taking account of the nature, scale and complexity of its activities,
the firm should have appropriate procedures to ensure that the
removal or any other disciplinary sanctioning of the compliance
officer does not undermine the independence of the compliance
function.

3) In the FCA’s view, it will be appropriate, in many cases, for the
removal or any other disciplinary sanctioning of the compliance
officer to require the approval of a majority of the management
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body, including at least a majority of its members who do not
perform any executive function in the firm.

A common platform firm need not comply with SYSC 6.1.4-AAR(4) or
SYSC 6.1.4-AAR(5) if it is able to demonstrate that in view of the nature,
scale and complexity of its business, and the nature and range of its
designated investment business, the requirements under those rules are not
proportionate and that its compliance function continues to be effective. In
that case, a common platform firm must assess whether the effectiveness of
the compliance function is compromised, and the assessment must be
reviewed on a reqular basis.

Internal audit

R

G

A firm that is a common platform firm or a management company or an
operator of an electronic system in relation to lending management
company must, where appropriate and proportionate in view of the nature,
scale and complexity of its business and the nature and range of its financial
services and activities or (if it is a common platform firm) its designated
investment business, undertaken in the course of that business, establish and
maintain an internal audit function which is separate and independent from
the other functions and activities of the firm and which has the following
responsibilities:

(1)  to establish, implement and maintain an audit plan to examine and
evaluate the adequacy and effectiveness of the firm’s systems,
internal control mechanisms and arrangements;

(2)  toissue recommendations based on the result of work carried out in
accordance with (1);

(3)  to verify compliance with those recommendations;

(4)  toreportin relation to internal audit matters in accordance with
SYSC 4.3.2R or (if it is a common platform firm) SYSC 6.1.3-AR.

[Note: article 11 of the UCITS implementing Directive]

Q) This guidance is relevant to an SMCR firm required to establish and
maintain an internal audit function under article-24-of-the- MiFID

OrgRegulation SYSC 6.2.1R.

1) The term ‘internal audit function’ in SYSC 6.2.1R (and SYSC
4.1.11G), and for a common platform firm in article24-ofthe- MiFID
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Org-Regulation SYSC 6.2.1R refers to the generally understood
concept of internal audit within a firm, that is, the function of
assessing adherence to and the effectiveness of internal systems and
controls, procedures and policies.

Risk control

Risk control requirements

Application to a common platform firm

G For a common platform firm:

(1) I . - lati lies. ised in SYSC
Arrex13:26-SYSCLHARRex1-32-AR-and-SYSC-H-Annex1-3-2-

BR:and |oielet’ed|

(2)  the rules and guidance apply as set out in the table below:

Subject

Applicable rule or guidance

Risk assessment

SYSC 7.1.-2G, SYSC 7.1.1G, SYSC 7.1.2-
AR

Risk management

SYSC 7.1.3R, SYSC 7.1.4R, SYSC 7.1.4AG,
SYSC 7.1.5R, SYSC 7.1.6R, SYSC 7.1.7R

Risk control: remuneration

SYSC 7.1.7BG-SYSC+L#BBG

Risk control: additional
provisions

SYSC 7.1.7CG, SYSC 7.1.8G-SYSCG+19R
to-SYSCAL1I6R

Additional rules for CCR
firms

SYSC 7.1.16CR to SYSC 7.1.22R

Application to an MiFID optional exemption firm and to a third country firm

G For a MiFID optional exemption firm and a third country firm:

Q the rules and guidance in this chapter apply to them as if they were
rules or as guidance in accordance with SYSC 1 Annex 1

3.2CR(1):-and,
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@) I iclos of the Mi lation i
guidance in accordance with SYSC 1 Annex 1 3.2CR(2). [deleted]

Risk assessment

7.1.2R R

7.1.2-A R A common platform firm must establish, implement and maintain adequate
risk management policies and procedures which identify the risks relating
to the firm’s activities, processes and systems and, where appropriate, set
the level of risk tolerated by the firm.

Risk management

7.1.3 R A firm that is a UCHS-navestment-firm common platform firm or an
operator of an electronic system in relation to lending must adopt
effective arrangements, processes and mechanisms to manage the risk
relating to the firm s activities, processes and systems, in light of that the
level of risk tolerance set in accordance with SYSC 7.1.2R or (if it is
common platform firm) SYSC 7.1.2-AR.

7.15 R A firm that is a UCHS-Havestment-firm common platform firm or an
operator of an electronic system in relation to lending must monitor the
following:

(1)  the adequacy and effectiveness of the firm s risk management
policies and procedures;

(2)  the level of compliance by the firm and its relevant persons with
the arrangements, processes and mechanisms adopted in
accordance with SYSC 7.1.3R;

(3)  the adequacy and effectiveness of measures taken to address any
deficiencies in those policies, procedures, arrangements, processes
and mechanisms, including failures by the relevant persons to
comply with such arrangements or processes and mechanisms or
follow such policies and procedures.

7.1.6 R A firm that is a UCHS-Havestment-firm common platform firm or an
operator of an electronic system in relation to lending must, where
appropriate and proportionate in view of the nature, scale and complexity
of its business and the nature and range of the investment-services-and
activities designated investment business undertaken in the course of that
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business, establish and maintain a risk management function that operates
independently and carries out the following tasks:

1) implementation of the policies and procedures referred to in SYSC
7.1.2R to SYSC 7.1.5R; and

2 provision of reports and advice to senior personnel in accordance
with SYSC 4.3.2R or (if it is a common platform firm) to senior
management in accordance with SYSC 4.3.2-AR(3).

R Where a firm that is a YESHFS-nvestment-firm common platform firm or an
operator of an electronic system in relation to lending is not required
under SYSC 7.1.6R to maintain a risk management function that functions
independently, it must nevertheless be able to demonstrate that the policies
and procedures which it has adopted in accordance with SYSC 7.1.2R to
SYSC 7.1.5R satisfy the requirements of those rules and are consistently
effective.

Risk control: additional provisions

(2 The term ‘risk management function’ in SYSC 7.1.6R and SYSC

7.1.7R—and-fora-common-platferm-tirm-in-article23(2)-of the
MiFID-Org-Regulation; refers to the generally understood concept

of risk assessment within a firm, that is, the function of setting and
controlling risk exposure.

Additional rules for CRR firms

R (1) A CRR firm’s risk management function (article-23-efthe- MiFD
Org-Regulation SYSC 7.1.2-AR, SYSC 7.1.3R, SYSC 7.1.5R to
SYSC 7.1.7R) must be independent from the operational functions
and have sufficient authority, stature, resources and access to the
management body.

Outsourcing
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8.1 General outsourcing requirements

Application to a common platform firm

8.1.-2 G  For a common platform firm:

(1) he MiFID_Ora Reaulati lies. isedin SYSC 1 A
1326:-SYSCH-AnRRex1-3:2-ARand-SYSCL-Annex13:2-BRand

|deietea|

(2)  the rules and guidance apply as set out in the table below:

Subject Applicable rule or guidance

General requirements | SYSC 8.1.-2G, SYSC 8.1.1R, SYSC 8.1.2G, SYSC
8.1.3G-SYSC8:1126

Scope of critical and SYSC 8.1.4AR, SYSC 8.1.5R
important operational
functions

Outsourcing critical or | SYSC 8.1.6-AR to SYSC 8.1.8R, SYSC 8.1.9R,
important operational | SYSC 8.1.10R, SYSC 8.1.11-CR, SYSC 8.1.11-BR,
functions SYSC 8.1.11-AG, SYSC 8.1.12G

Application to an MiFID optional exemption firm and to a third country firm
8.1.-1 G  For a MiFID optional exemption firm and a third country firm:

(1)  the rules and guidance in this chapter apply to them as if they were
rules or as guidance in accordance with SYSC 1 Annex 1 3.2CR(1);

and.
@) those rticlesofthe MIFID. Org Reguistion-in SYSC-L Arrex
i i . - [deleted]
General requirements
8.1.3 G  SYSC 4.1.1R requires a firm to have effective processes to identify, manage,

monitor and report risks and internal control mechanisms. Except in relation

to those functions described in SYSC 8.1.5R and-{(fera-commenplatform
firm-in-article-30(2)-of the- MiFID-Org-Regulation), where a firm relies on a

third party for the performance of operational functions which are not
critical or important for the performance of relevant services and activities
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(see SYSC 8.1.1R(1)) on a continuous and satisfactory basis, it should take
into account, in a manner that is proportionate given the nature, scale and
complexity of the outsourcing, the rules in this section in complying with
that requirement.

Scope of critical and important operational functions

R

R

For the purposes of this chapter an operational function is regarded as
critical or important if a defect or failure in its performance would
materially impair the continuing compliance of a common platform firm
with the conditions and obligations of its authorisation or its other
obligations under the UK law on markets in financial instruments, or its
financial performance, or the soundness or the continuity of its designated
investment business.

For a UGHSHnvestment-firm common platform firm, and without prejudice
to the status of any other function, the following functions will not be
considered as critical or important for the purposes of this chapter:

(1)  the provision to the firm of advisory services, and other services
which do not form part of the relevant services and activities of the
firm, including the provision of legal advice to the firm, the training
of personnel of the firm, billing services and the security of the
firm’s premises and personnel,

(2)  the purchase of standardised services, including market information
services and the provision of price feeds;

(3)  the recording and retention of relevant telephone conversations or
electronic communications subject to SYSC 10A.

Outsourcing critical or important operational functions

If a common platform firm outsources critical or important operational
functions or any relevant services and activities, it remains fully responsible
for discharging all of its obligations under the UK law on markets in
financial instruments and must comply with the following conditions:

(1)  the outsourcing must not result in the delegation by senior
management of their responsibility:;

(2)  the relationship and obligations of the firm towards its clients under
the UK law on markets in financial instruments must not be altered:;
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the conditions with which the firm must comply in order to be
authorised, and to remain so, must not be undermined;

none of the other conditions subject to which the firm s
authorisation was granted must be removed or modified.

A UCHTSinvestment-firm common platform firm must exercise due skill,
and care and diligence when entering into, managing or terminating any
arrangement for the outsourcing to a service provider of critical or
important operational functions or of any relevant services and activities.

A UCHSinvestmentfirm common platform firm must in particular take the
necessary steps to ensure that the following conditions are satisfied:

(1)

@)

3)

(4)

()

(6)

the service provider must have the ability, capacity, appropriate
organisational structure supporting the performance of the
outsourced functions, and any authorisation required by law to
perform the outsourced functions, services or activities reliably and
professionally;

the service provider must carry out the outsourced services
effectively, and in compliance with applicable laws and regulatory
requirements, and to this end the firm must establish methods for
assessing the standard of performance of the service provider and for
reviewing on an ongoing basis the services provided by the service

provider;

the service provider must properly supervise the carrying out of the
outsourced functions, and adequately manage the risks associated
with the outsourcing;

appropriate action must be taken if it appears that the service
provider may not be carrying out the functions effectively and in
compliance with applicable laws and regulatory requirements;

the firm must retain-the-necessary-expertise-to-supervise-the

eu_tsl eulleeel IHIIGFI.GIIS’8||e|GFIue|§ and te_ |na|||ageFtI|e ”.Sks assslelateel
manage-theserisks effectively supervise the outsourced functions or
services and manage the risks associated with the outsourcing, and
to this end the firm must retain the necessary expertise and resources
to supervise the outsourced functions effectively and to manage
those risks;

the service provider must disclose to the firm any development that
may have a material impact on its ability to carry out the outsourced
functions effectively and in compliance with applicable laws and
regulatory requirements;
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(7)  the firm must be able to terminate the arrangement for the
outsourcing where necessary, with immediate effect when this is in
the interest of its clients, without detriment to the continuity and
quality of its provision of services to clients;

(8)  the service provider must co-operate with the FCA and any other
relevant competent authority in connection with the outsourced
activities;

9 the firm, its auditors, the FCA and any other relevant competent
authority must have effective access to data related to the
outsourced activities, as well as to the business premises of the
service provider; and the FCA and any other relevant competent
authority must be able to exercise those rights of access;

(10)  the service provider must protect any confidential information
relating to the firm and its clients;

(11) the firm and the service provider must establish, implement and
maintain a contingency plan for disaster recovery and periodic
testing of backup facilities where that is necessary having regard to
the function, service or activity that has been outsourced:;

(12) the firm must ensure that the continuity and quality of the
outsourced functions or services are maintained also in the event of
termination of the outsourcing either by transferring the outsourced
functions or services to another third party or by performing them
itself.

A UCHTSinvestment-firm common platform firm must ensure that the
respective rights and obligations of the firm and of the service provider are
clearly allocated and set out in a written agreement. In particular, the firm
must keep its instruction and termination rights, its rights of information,
and its right to inspections and access to books and premises. The
agreement must ensure that outsourcing by the service provider only takes
place with the firm s consent in writing.

If a UCHS-investmentfirm common platform firm, and the service provider
are members of the same group, the firm may, for the purpose of complying
with SYSC 8.1.6-AR, SYSC 8.1.7R to S¥SE6-8-1-131R SYSC 8.1.10R, SYSC
8.1.11-BR and $¥SG-8:2and-SYSC8-3 SYSC 8.1.11-AR, take into account
the extent to which the UCHS-avestmentfirm common platform firm
controls the service provider or has the ability to influence its actions.

A common platform firm must make available on request to the FCA all
information necessary to enable the FCA to supervise the compliance of the
performance of the outsourced activities with the requirements of the UK
law on markets in financial instruments.
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In addition to the requirements in SYSC 8.1.6-AR, SYSC 8.1.7R to SYSC

8.1.10R and SYSC 8.1.11-BR, where a common platform firm outsources

functions related to portfolio management provided to clients to a service

provider located in a third country, the firm must ensure that the following

conditions are satisfied:

@)

2

the service provider is authorised or registered in its home
jurisdiction to provide that service and is effectively supervised by a
requlatory body in that third country; and

there is an appropriate cooperation agreement between the FCA and
the requlatory body of the service provider.

For the purposes of the cooperation agreement referred to in SYSC 8.1.11-

BR(2):

(1)

If the FCA enters into such agreement with a reqgulatory body in a
third country, the FCA would include provisions to:

(@)  obtain on request the information necessary to carry out their
supervisory tasks pursuant to the UK law on markets in
financial instruments;

(b)  obtain access to the documents relevant for the performance
of their supervisory duties maintained in the third country;

©) receive information from the regulatory body in the third
country as soon as possible for the purpose of investigating
apparent breaches of the requirements under the UK law on
markets in financial instruments;

(d)  cooperate with regard to enforcement, in accordance with the
national and international law applicable to the requlatory
body in a third country and the FCA in the United Kingdom
in cases of breach of the requirements under the of UK law
on markets in financial instruments.

The FCA publishes on its website a list of the cooperation
agreements with regulatory bodies in third countries.

[Editor’s note: The list of FCA’s cooperation agreements with
regulatory bodies in third countries can be found at:
https://www.fca.org.uk/publication/corporate/outsourcing-portfolio-
management-list-cooperation-agreements-2018.pdf]

As SUP 15.3.8G explains, a firm should notify the FCA when it intends to

rely on a third party for the performance of operational functions which are
critical or important for the performance of relevant services and activities

on a continuous and satisfactory basis.
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9 Record-keeping
9.1 General rules on record-keeping

Application to a common platform firm

9.1.-2 G  For a common platform firm:

(1) he MiFID-Ore Reaulati lies. isedlin SYSC 1 A
1 326-S¥YSC1-AnrRex1-32-ARand-SYSCH-Annex-13:2-BR:-and

|deietea|

(2)  the rules and guidance apply as set out in the table below:

Subject Applicable rule or guidance

General requirements | SYSC 9.1.-2G, SYSC 9.1.1AR, SYSC 9.1.1BR,
SYSC 9.1.2-AR

Specific requirements | SYSC 9.1.2AR, SYSC 9.1.2DR
for insurance
distribution

Guidance on record- SYSC 9.1.2BG, SYSC 9.1.4G, SYSC 9.1.5G, SYSC
keeping 9.1.6G, SYSC 9.1.6AG

Application to an MiFID optional exemption firm and to a third country firm
9.1.-1 G  For a MiFID optional exemption firm and a third country firm:

(1)  the rules and guidance in this chapter apply to them as if they were
rules or as guidance in accordance with SYSC 1 Annex 1 3.2CR(1);

2 —— lation _
dance-with 13.20R(2). [deleted]

General requirements

9.1.1B R A common platform firm must:
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(1)  atleast keep the records in relation to organisational requirements as

set out in the table below:

Organisational requirements

Type of record

Summary of content

The firm’s business and

Records as provided for under SYSC 4.1.1-

internal organisation

AR(1)(d)

Compliance reports

Each compliance report to management body

Conflict of Interest
record

Records as provided for under SYSC 10.1.6R and
SYSC 10.1.6-AR

Risk management
reports

Each risk management report to senior
management

Internal audit reports

Each internal audit report to senior management

Records of personal
transactions

Records as provided for under COBS
11.7A.5R(5)(c)

(2)  keep written records of any policies and procedures it is required to

maintain to comply with its obligations under the UK law on

markets in financial instruments and the UK law on market abuse.

In relation to its MiFID business, a common platform firm must retain

records in a medium that allows the storage of information in a way

accessible for future reference by the FCA, and so that the following

conditions are met:

(1)  the FCA or any other relevant competent authority must be able to

access them readily and to reconstitute each key stage of the

processing of each transaction;

(2) it must be possible for any corrections or other amendments, and the

contents of the records prior to such corrections and amendments, to

be easily ascertained:;
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(3) it must not be possible for the records otherwise to be manipulated
or altered;

(4) it must allow IT systems or any other efficient technology when the
analysis of the data cannot be easily carried out due to the volume
and the nature of the data; and

(5)  the firm's arrangements must comply with the record keeping
requirements irrespective of the technology used.

Guidance on record-keeping

G  Schedule 1 to each module of the Handbook sets out a list summarising the

record keeplng requwements of that module A—eemmen—platferm—ﬁm

Conflicts of interest

Application

Application to a common platform firm

G For a common platform firm:

(1) theMi lati lies. icodi

[deleted]
(2)  the rules and guidance in the table below apply:

Subject Applicable rule or guidance
Application SYSC 10.1.-4R, SYSC 10.1.-3R
General application SYSC 10.1.1R
Provision-of-services SYSC 10.1.2G

Regquirements only apply if a
service is provided

Identifying conflicts SYSC 10.1.3R
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Types of conflicts SYSC 10.1.4R, SYSC 10.1.5G

Records of conflicts SYSC 10.1.6R, SYSC 10.1.6AAR

Managing conflicts SYSC 10.1.7R

Disclosure of conflicts SYSC 10.1.8R, SYSC 10.1.9G, SYSC
10.1.9AR

Conflicts policy SYSC 10.1.10R, SYSC 10.1.12G

Contents of policy SYSC 10.1.11R, SYSC 10.1.11AAR, SYSC
10.1.11ABR

Requirements only apply if a service is provided
10.1.2 G (1) Therequirements in this section only apply where a service is

provided by a firm. The status of the client to whom the service is
provided (as a retail client, professional client or eligible
counterparty) is irrelevant for this purpose.

[Note: recital he Mi lation]

Types of conflicts

10.1.4 R For the purposes of identifying the types of conflict of interest that arise,
or may arise, in the course of providing a service and whose existence
may damage the interests of a client, a management-company firm must
take into account, as a minimum, whether the firm or a relevant person,
or a person directly or indirectly linked by control to the firm:

(1) s likely to make a financial gain, or avoid a financial loss, at the
expense of the client;

(2)  has an interest in the outcome of a service provided to the client or
of a transaction carried out on behalf of the client, which is
distinct from the client's interest in that outcome;

(2A) in the case of a management company providing collective
portfolio management services for a UCITS scheme, (2) also
applies where the service is provided to, or the transaction is
carried out on behalf of, a client other than the UCITS scheme;
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(3) has a financial or other incentive to favour the interest of another
client or group of clients over the interests of the client;

(4)  carries on the same business as the client; or in the case of a
management company, carries on the same activities for the
UCITS scheme and for another client or clients which are not
UCITS schemes; e

(5) (except in the case of a common platform firm or MiFID optional
exemption firm) receives or will receive from a person other than
the client an inducement in relation to a service provided to the
client, in the form of monies, goods or services, other than the
standard commission or fee for that service:; or

(6)  (in the case of a common platform firm or a MiFID optional
exemption firm) receives or will receive from a person other than
the client an inducement in relation to a service provided to the
client, in the form of monetary or non-monetary benefits or
services.

The conflict of interest may result from the firm or person providing a
service referred to in SYSC 10.1.1R or engaging in any other activity or,
in the case of a management company, whether as a result of providing
collective portfolio management services or otherwise.

[Note: article 17(1) of the UCITS implementing Directive]

Other firms (except common platform firms, MiFID optional exemption
firms, third country firms, UCITS management companies and insurance
intermediaries) should take account of the rule on the types of conflicts
(see SYSC 10.1.4R) in accordance with SYSC 1 Annex 1 3.3R.

The circumstances which should be treated as giving rise to a conflict of
interest cover cases where there is a conflict between the interests of the
firm or certain persons connected to the firm or the firm’s group and the
duty the firm owes to a client; or between the differing interests of two or
more of its clients, to whom the firm owes in each case a duty. It is not
enough that the firm may gain a benefit if there is not also a possible
disadvantage to a client, or that one client to whom the firm owes a duty
may make a gain or avoid a loss without there being a concomitant
possible loss to another such client.

Note: recita : \ation]

Records of conflicts

R

on-funeral-plan-distribution firm must keep and regularly update a record

of the kinds of service or activity carried out by or on behalf of that firm
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in which a conflict of interest entailing a material risk of damage, or for a
common platform firm or a MiFID optional exemption firm, a risk of
damage, to the interests of one or more clients has arisen or, in the case of
an ongoing service or activity, may arise.

[Note: article 20(1) of the UCITS implementing Directive]

10.1.6A G  Other firms (other than common platform firms, MiFID optional
exemption firms, third country firms and insurance intermediaries) should
also take account of the rule on records of conflicts (see SYSC 10.1.6 R)
in accordance with SYSC-1-Annex-1-3.2BR,-SYSC-1-Annex1-3:2CR
and SYSC 1 Annex 1 3.3R).

10.1.6AA R  Aninsuranceintermediary-and-a-firm-carrying-onfuneral plan
distribution A firm must ensure that its managementbody its senior

management receives on a frequent basis, and at least annually, written
reports on all situations referred to in SYSC 10.1.6R.

10.1.6B G Where SYSC 10.1.6AAR applies as guidance to a firm in accordance with

SYSC 1 Annex 1.3.3R, a firm (etherthan-a-commenplatformfirmand-an
insurance-intermediary) should read SYSC 10.1.6AAR as if “should”

appeared in that rule instead of “must”.

Disclosure of conflicts

10.1.8 R () If arrangements made by a firm under SYSC 10.1.7R are not
sufficient to ensure, with reasonable confidence, that risks of
damage to the interests of a client will be prevented, the firm must
clearly disclose the following to the client before undertaking
business for the client:

(@  the general nature or sources of conflicts of interest, or
both; and

(b)  the steps taken to mitigate those risks.
(2)  The disclosure must:
@ be made in a durable medium;

(b) clearly state that the organisational and administrative
arrangements established by the firm to prevent or manage
that conflict are not sufficient to ensure, with reasonable
confidence, that the risks of damage to the interests of the
client will be prevented;

(© include specific description of the conflicts of interest that

arise in the provision of funeral-plan-distribution;
msurance distribution activities, investment services or
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aneiHlary-services services, taking into account the nature

of the client to whom the disclosure is being made;

(d)  explain the risks to the client that arise as a result of the
conflicts of interest; and

(e) include sufficient detail, taking into account the nature of
the client, to enable that client to take an informed decision
with respect to the service in the context of which the
conflict of interest arises.

(3)  This rule does not apply to the extent that SYSC 10.1.21R applies.

[Note: 23(2) and (3) of MiFID and article 28(2) and (3) of
the IDD]

Firms should aim to identify and manage the conflicts of interest arising
in relation to their various business lines and their group ’s activities
under a comprehensive conflicts of interest policy. In particular, the
disclosure of conflicts of interest by a firm should not exempt it from the
obligation to maintain and operate the effective organisational and
administrative arrangements under SYSC 10.1.7R. While disclosure of
specific conflicts of interest is required by SYSC 10.1.8R, an over-
reliance on disclosure without adequate consideration as to how conflicts
may appropriately be managed is not permitted.

A firm must treat disclosure of conflicts pursuant to SYSC 10.1.8R as a
measure of last resort to be used only where the effective organisational
and administrative arrangements established by the firm to prevent or
manage its conflicts of interest in accordance with SYSC 10.1.3R and
SYSC 10.1.7R are not sufficient to ensure, with reasonable confidence,
that risks of damage to the interests of the client will be prevented.

Conflicts policy

R

(1) A managementcompany—aniasuranceintermediary-and-a-firm
carrying-on-funeral-plan-distribution firm must establish,
implement and maintain an effective conflicts of interest policy
that is set out in writing and is appropriate to the size and
organisation of the firm and the nature, scale and complexity of its
business.

(2)  Where the management-company-ortnsurance-thtermediary-of
carrying-en-funeral-plan-distribution firm is a member of a group,

the policy must also take into account any circumstances, of which
the firm is or should be aware, which may give rise to a conflict of
interest arising as a result of the structure and business activities of
other members of the group.

[Note: article 18(1) of the UCITS implementing Directive]
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Contents of policy

10111 R (1)

@)

The conflicts of interest policy must include the following content:

@ it must identify in accordance with SYSC 10.1.3R, SYSC
10.1.4R, SYSC 10.1.4BR and SYSC 10.1.4CR (as
applicable), by reference to the specific services and
activities carried out by or on behalf of the management

; . i . .
funeral-plan-distribution firm, the circumstances which

constitute or may give rise to a conflict of interest entailing
a material risk of damage, or for a common platform firm
or a MiFID optional exemption firm a risk of damage, to
the interests of one or more clients; and

(b) it must specify procedures to be followed and measures to
be adopted by a firm in order to manage, or for a common
platform firm or MiFID optional exemption firm to prevent
or manage, such conflicts.

The procedures and measures provided for in paragraph (1)(b)
must:

@ be designed to ensure that relevant persons engaged in
different business activities involving a conflict of interest
of the kind specified in paragraph (1)(a) carry on those
activities at a level of independence appropriate to the size
and activities of the managementcompany firm and of the
group to which either of them respectively belongs, and to
the materiality of the risk of damage to the interests of
clients;

(aa) (for an insurance intermediary or a firm carrying on
funeral plan distribution) be designed to ensure that the
insurance distribution activities or funeral plan
distribution are carried out in accordance with the best
interests of the client and are not biased due to conflicting
interests of the insurance intermediary, the firm carrying
on funeral plan distribution or another client; and

(b) include, for an-tnsurance itermediary or a firm carrying
on-funeral-plan-distribution a firm where appropriate, the

following, and for a management company, such of the
following as are necessary and appropriate for the
management company to ensure the requisite degree of
independence:

(1) effective procedures to prevent or control the
exchange of information between relevant persons
engaged in activities involving a risk of a conflict
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of interest where the exchange of that information
may harm the interests of one or more clients;

(i) the separate supervision of relevant persons whose
principal functions involve carrying out activities
on behalf of, or providing services to, clients whose
interests may conflict, or who otherwise represent
different interests that may conflict, including those
of the firm;

(iii)  the removal of any direct link between the
remuneration of relevant persons principally
engaged in one activity and the remuneration of, or
revenues generated by, different relevant persons
principally engaged in another activity, where a
conflict of interest may arise in relation to those
activities;

(iv)  measures to prevent or limit any person from
exercising inappropriate influence over the way in
which a relevant person carries out services or
activities;

(v)  measures to prevent or control the simultaneous or
sequential involvement of a relevant person in
separate services or activities where such
involvement may impair the proper management of
conflicts of interest; and

(vi)  (for insurance intermediaries or firms carrying on
funeral plan distribution) a gifts and benefits policy
which determines clearly under which conditions
gifts and benefits can be accepted or granted and
which steps are to be taken when accepting and
granting gifts and benefits.

Other firms (except common platform firms, UCITS management
companies, MiFID optional exemption firms, third-country firms, ané
insurance intermediaries and firms carrying on funeral plan distribution)
should take account of the rules relating to conflicts of interest policies
(see SYSC 10.1.10R and SYSC 10.1.11R) in accordance with S¥SE&-1
Annex1-3-2BR;-SYSC-1-Annex-1-32CRand SYSC 1 Annex 1 3.3R

: : ; " : : Lol

distribution: A firm must assess and periodically review, on at least an
annual basis, the conflicts of interest policy established in accordance
with SYSC 10.1.10R and SYSC 10.1.11R (or for a common platform firm
or MiFID optional exemption firm, SYSC 10.1.8R, SYSC 10.1.9AR to
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SYSC 10.1.11R) and should take all appropriate measures to address any
deficiencies (such as over reliance on disclosure of conflicts of interest).

A common platform firm and a MiFID optional exemption firm in relation
to its insurance distribution activities, must:

(1)  take into account the factors set out in SYSC 10.1.4BR(4) and
SYSC 10.1.4CR(5) when complying with article-33-of the MiFID
lation{ lied lo by SYSC 1 2 L2 9AF
or-3:-2-BR(2)) SYSC 10.1.4R; and

(2) include the measure set out in SYSC 10.1.11R(2)(b)(vi) in the list
of measures to be adopted, where necessary, when complying with

article 34(3) of the MiFID Org Regulation (as applied as a rule by
SYSCL-ARRex132-AR0r32-BR{2)) SYSC 10.1.11R(2).

In drawing up a conflicts of interest policy which identifies circumstances
which constitute or may give rise to a conflict of interest, a firm should
pay special attention to the activities of investment research and advice,
proprietary trading, portfolio management and corporate finance business,
including underwriting or selling in an offering of securities and advising
on mergers and acquisitions. In particular, such special attention is
appropriate where the firm or a person directly or indirectly linked by
control to the firm performs a combination of two or more of those
activities.

ENote: recital he Mi \ation]

Recording telephone conversations and electronic communications

Application

Application

R
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Obligations for telephone and electronic communications

10A.1.10 G A MIFID optional exemption firm that chooses to take advantage of the
provisions in SYSC 10A.1.9R should set out its decision in its recording
policy. Further, any minute or note made in accordance with SYSC
10A.1.9R should contain all relevant substantive details of the
conversation, as well as the mformatlon set out in SYSC 10A.1.9R(4)(a) to

Notification

10A.112 G

10A.1.12A R (1) Before carrying out any activities referred to in SYSC 10A.1.1R(2)
(and that are not excluded by SYSC 10A.1.4R) to new and existing
clients, a firm must inform the client that:

(@)  the conversations and communications are being recorded;
and

(b)  acopy of the recording of such conversations and
communications with the client will be available, upon
request, for a period of:

(i) 5 years to the client; and

(i) 7 years to the FCA.

(2) A firm must present the information referred to in SYSC
10A.1.11R to SYSC 10A.1.12AR(1) in the same language(s) used
to provide designated investment business to clients.

Record keeping
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Additional requirements on recording of telephone conversations or electronic

communications

10A.1.15 R A firm must:

(1)

establish, implement and maintain an effective recording of
telephone conversations and electronic communications policy,
set out in writing, and appropriate to the size and organisation of
the firm, and the nature, scale and complexity of its business. The
policy must include the following content:

(a) the identification of the telephone conversations and
electronic communications, including relevant internal
telephone conversations and electronic communications,
that are subject to the requirements in accordance with this

chapter; and

(b)  the specification of the procedures to be followed and
measures to be adopted to ensure the firm’s compliance
with SYSC 10A.1.6R and SYSC 10A.1.7R where
exceptional circumstances arise and the firm is unable to
record the conversation/communication on devices issued,
accepted or permitted by the firm. A firm must retain the
evidence of such circumstances and make it accessible
to the FCA;

ensure that the management body has effective oversight and
control over the policies and procedures relating to the firm’s
recording of telephone conversations and electronic
communications;

ensure that the arrangements to comply with recording
requirements are technology-neutral;

periodically evaluate the effectiveness of the firm s policies and
procedures and adopt any such alternative or additional measures
and procedures as are necessary and appropriate at a minimum
when a new medium of communication is accepted or permitted
for use by the firm;

keep and reqularly update a record of those individuals who have
firm’s devices or privately owned devices that have been

approved for use by the firm;

educate and train employees in procedures governing the
requirements in this chapter;

monitor compliance with the recording and record-keeping
requirements in accordance with this chapter, by periodically
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monitoring the records of transactions and orders, including
relevant conversations, subject to those requirements in a
proportionate and risk-based manner; and

(8) demonstrate to the FCA, at the F'CA ’s request, the policies,
procedures and management oversight of the recording rules.

10A.1.16 R A firm must:

1) record in a durable medium all relevant information related to
relevant face-to-face conversations with clients. The information
recorded shall include at least the following:

(a) date and time of meetings;

(b) location of meetings;

(c) identity of the attendees;

(d) initiator of the meetings; and

(e) relevant information about the client order including the

price, volume, type of order and when it shall be
transmitted or executed;

(2) store records in a durable medium, which allows them to be:

(a) replayed or copied;

(b) retained in a format that does not allow the original record
to be altered or deleted. The period of time for the
retention of a record must begin on the date when the
record is created; and

(c) readily accessible and available to clients, upon request;

3) ensure the quality, accuracy and completeness of the records of all
telephone recordings and electronic communications.

19F Remuneration and performance management

19F.1 MiFID remuneration incentives

Remuneration policies and practices

19F.1.4 R () A dormant-account-fund-operator-inrespect-of-Hs-investment
services-and-ancilary-services; common platform firm (unless it is

a collective portfolio management investment firm), a MiFID
optional exemption firm in respect of its investment
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services and ancillary services and a third country firm in respect
of its MiFID or equivalent third country business must:

19F.15 G A firm should also be aware of:

(1)  inthecase-ofacommon-platiorm-firm(butexeluding-a-collective
iy . ey, \

A ol  the Mi
i i it; [deleted]

19G MIFIDPRU Remuneration Code

19G.5 Application of remuneration requirements to material risk takers

Identifying material risk takers

19G.5.3 R For the purposes of SYSC 19G.5.1R, a staff member’s professional
activities are deemed to have a material impact on a firm s risk profile or
the assets the firm manages if one or more of the following criteria are
met:

(8) in a firm that has permission for carrying on at least one of
the regulated activities in (4)(a) to (g), the staff member is
responsible for managing one of the following activities:

(c)  outsourcing arrangements of critical or important functions

as referred to in article 30(1)-ef the- MiFID-Org-Regulation
SYSC 8.1.4AR; and

24 Senior managers and certification regime: Allocation of prescribed
responsibilities

Page 73 of 243


https://19G.5.1R

FCA 202X/XX
FOS 202X/XX

24.3 Who prescribed responsibilities should be allocated to

Dividing and sharing management functions between different people

24.3.10 G
(2) The firm should make the judgement:
(d) any other applicable Handbook requirements, including:
(1)  SYSC 2 (Apportionment of Responsibilities); and
(i)  SYSC 24.3.7G to SYSC 24.3.9G;.
(i  article 21 of the MiFID Org Regulation (as applied
Anhex132CR-and-SYSCH-Annex 1 33Ryand
(e articte21-of-the MiFHD-Org-Regulation-(General
e ational . N her sirmil
relevant-onshoredregulations:
Sch 1 Record keeping requirements
Sch 1.2 G
Handbook Subject of | Contents of record | When record | Retention period
reference record must be
made
SYSC 9.1.1AR
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SYSC9.1.1BR

Organisational | Details of the firm’s | Within a 5 years

requirements policies and reasonable

procedures on time
organisational

requirements
related to:

(a) The firm’s

business and
internal

organisation

(b) Compliance
reports

(c) Conflict of

Interest record

(d) Risk
management
reports

(e)Internal audit
reports

(f) Records of

personal
transactions

Sch 2 Notification requirements

Sch 2.1 G

(1)  The aim of the guidance in the following table is to give the reader
a quick over-all view of the relevant notification requirements.

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

(3) Table
Handbook Matter to be notified Contents of Trigger
reference the event

notification
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SYSC A firm must inform to new Matters as Before
10A.1.12AR | and existing clients that: described in | carrying out
SYSC any
. 10A.1.12AR | activities
(a) the conversations and ferred to in
communications are being felemed o In
recorded; and SYSC
10A.1.1R(2)
(and that are
(b) a copy of the recording of not excluded
such conversations and by SYSC
communications with the 10A.1.4R)
client will be available, upon
request, for a period of:
Syears to the client; and 7
years to the FCA.
SYSC
19D.3.51R

Rights of action for damages

G
Chapter/Appendix | Section/Annex | Paragraph| Right of action under section
138D
For | Removed?| For
private other
person? person?
SYSC 4 to S¥SC-10 No Yes SYSC |No
SYSC 10A 1 Annex
1.2.19R
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Annex C
Amendments to the Training and Competence sourcebook (TC)

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

4 Specified modified requirements

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

4.1.3 R References in TC 4.1.4R to a relevant individual’s knowledge and
competence are to the knowledge and competence necessary to ensure that
the firm, on behalf of which the relevant individual acts, is able to meet its
obligations related to information to clients, and the assessment of
suitability and appropriateness and reporting to clients under; SYSC, COBS
and PROD in relation to MiFID business.

(1) mmmﬁnmmmmﬁm%mm
the-MiFID-Delegated-Directive)-and [deleted]
(2) related-provisions-of-the MiFID-Org-Regulation: [deleted]
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Annex D
Amendments to the General Provisions sourcebook (GEN)

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

1 FCA approval and emergencies

1.2 Referring to approval by the FCA

1.2.2A R (1) Unless required to do so under the regulatory system, a firm must
ensure that neither it nor anyone acting on its behalf claims, in a
public statement or to a client, expressly or by implication, that its
affairs, or any aspect of them, have the approval or endorsement of
the FCA or another competent authority.

(1A) Paragraph (1) does not apply to a firm to the extent that it is
incompatible with obligations under article-44(8)-of the- MiFID-Org

Regulation COBS 4.5A.16R.
1.2.4 G Afirm that carries on MiFID, equivalent third country or optional
R exemption business sheuld-haveregard-to-therequirement-in-article-44(8)-of
— the MiFID-Org-Regulationwhich-sreproduced-at COBS-4.5AZ6LHC must
comply with COBS 4.5A.16R.
2 Interpreting the Handbook
2.2 Interpreting the Handbook

European Economic Area (EEA)

Onshored Regulations and third country firms

2222A R (1)
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4) GEN 2.2.22AR(1) is subject to articles2A-te-2E article 1(2A) to
(2E) of MIFIR and-article 13} to-(5)-of the MiFD-Org-Regulation.

(5) In relation to TP firms GEN 2.2.22AR(1) does not apply
requirements imposed by and under MiFIR er-by-the-MiFID-Org
Regulatien in addition to those referred to in articles{(2A-te2E
article 1(2A) to (2E) of MiFIR and-article 1{3)-te(5)-of the- MiFID
OrgRegulation.

MiFID technical standards
2.2.29 R (1)

(2) The provisions referred to in (1) are technical standards deriving
from previously adopted EU regulations under MiFID which are
assimilated law, except:

(©) to the extent that their application to a TP firm would be
inconsistent with the application to that firm of Ghapter5-of

the-MiFID-Org-Regulationor MAR 10.4.
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Amendments to the Prudential sourcebook for MiFID Investment Firms (MIFIDPRU)

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

7.1

7.1.3

7.2A

7.2A.1

Governance and risk management

Application

R MIFIDPRU 7 applies as follows:

MIFIDPRU
7.2A (Risk
management
function)

Does not apply

Applies to a non-SNI
MIFIDPRU
investment firm that
has a risk
management function
in accordance with
article 23-of

the MIFID-Org
Regulation SYSC
7.1.2-AR, SYSC
7.1.3R, SYSC 7.1.5R,
SYSC 7.1.6R and
SYSC7.1.7R.

Does not apply

Risk management function

R MIFIDPRU 7.2A.2R and MIFIDPRU 7.2A.3R apply to a non-SNI
MIFIDPRU investment firm that has a risk management function in

accordance with article-23-of the- MH-ID-Org-Regulation SYSC 7.1.2-AR,

SYSC 7.1.3R, SYSC 7.1.5R, SYSC 7.1.6R and SYSC 7.1.7R.
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Annex F
Amendments to the Conduct of Business sourcebook (COBS)

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

[Editor’s note: The shading shown in the ‘Conduct, Perimeter Guidance and Miscellaneous
Provisions (MiFID 2) Instrument 2017 (FCA 2017/39) and reflected as relevant in the
‘Exiting the European Union: Business Standards Sourcebooks (Amendments) Instrument
2019’ (FCA 2019/23) for certain provisions in COBS 3, COBS 4, COBS 6, COBS 8A, COBS
9A, COBS 10A, COBS 11, COBS 11A, COBS 12, COBS 14.3A and COBS 16A below is
removed. This change is not shown.]

1 Application
1.1 General application
Introduction

1.1.-1 G (1) COBS1.1.1R contains the general application rule. This is the
starting point for the application of this sourcebook.

(2)  This section extends the general application of parts of this
sourcebook to:

(a) certain activities relating to deposits (including structured
deposits) (COBS 1.1.1AR to COBS 1.1.1AER);

(b) the activity of issuing electronic money (COBS 1.1.1BR); and

(c) auction regulation bidding (COBS 1.1.1ER).

(3)  The general application of this sourcebook is further modified by:

(@) COBS 1 Annex 1, in relation to certain activities of a firm

(Part 1),

(b) COBS 1 Annex 1, in relation to the location from which a
firm’s activities are carried on (Part 2); and

(c) individual chapters of this sourcebook (which may extend the
general application of this sourcebook) (COBS 1.1.3R).

(4)  The application of this sourcebook to TP firms and Gibraltar-based
firms is addressed in COBS 1 Annex 2 (COBS 1.1.1CR).

(5)  Further guidance on:

(a) the application of this sourcebook is in COBS 1 Annex 1 (Part
3); and
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(b) the interpretation of certain words and phrases used in this
sourcebook is in COBS 1.4.

HHepolicies Gene

Deposits (including structured deposits)

1.1.1A R This sourcebook applies to a firm with respect to activities carried on in
relation to deposits from an establishment maintained by it, or its appointed
representative, in the United Kingdom only as follows:

Section / chapter Application in relation to deposits
(1) | Rules in this sourcebook A MIFID investment firm, a third

which-implemented-articles country investment firm and a

24,25, 26, 28 and 30 of MiFID optional exemption firm

MiED-tand-retated when selling, or advising a client in

provisions of the MiFID relation to, a structured deposit.

I | Directive) {
COBS-LLIADG) The rules
specified in COBS 1.1.1AER.

Structured deposits: further provisions

1.1.1AA R Except in COBS 6.2B, in the rules referred to in COBS 1.1.1AR(1) (and in
any related guidance), references to:

(1) investment services and designated investment business include
selling, or advising clients in relation to, structured deposits; and

(2) financial instruments and designated investments include structured
deposits.

1.1.1AB UK Asticle 2ot the- MiFD-Org-Regulation-specifies-how-its-provisions

1.1.1AC R
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1.1.1AD G

1.1.1AE

|70

The rules which apply to a firm in COBS 1.1.1AR(1) when selling, or

advising a client in relation to, a structured deposit:

(1) arethose in the sections or provisions of this sourcebook specified
in the table below which constitute UK law on markets in financial
instruments; and

(2)  asthose rules otherwise apply to the firm in relation to its MiFID,
equivalent third country or optional exemption business.

COBS chapter Description

Page 84 of 243



1.1.1AF

(@)

FCA 202X/XX

FOS 202X/XX

COBS 2 Conduct of business obligations

COBS 3 Client categorisation

COBS 4 Communicating with clients, including
financial promotions

COBS 6.1ZA Information about the firm and
compensation information (MiFID and
insurance distribution provisions)

COBS 6.2B Describing advice services

COBS 8A Client agreements (MiFID provisions)

COBS 9A Suitability (MiFID and insurance-based
investment products provisions)

COBS 10A Appropriateness (for non-advised services)

(MiFID and insurance-based investment
products provisions)

COBS 11.2A.34R

Best execution — MiFID provisions

COBS 11.3 Client order handling

COBS 11.4 Client limit orders

COBS 11.5A Record keeping: client orders and
transactions

COBS 11A.1 Underwriting and placing

COBS 12.2 Investment research and non-independent
research

COBS 14.3A Information about financial instruments
(MiFID provisions)

COBS 16A Reporting information to clients (MiFID and

insurance-based investment products

provisions)

The effect of COBS 1.1.1AER is that a rule in this sourcebook only applies

to a firm when selling, or advising a client in relation to, a structured

deposit if that rule:

(1)  would apply to the firm in relation to its MiFID, equivalent third

country or optional exemption business; and
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(2)  derives from MiFD or its implementing measures.

Application to TP firms and Gibraltar-based firms

“'.laddl't'e'l' to Ell'eﬁ.app“ea“e.” |ules||n .QQBSﬁaS 'ele“a”tl II'I II"“'S a_nell

United-Kingdom-must-also-comply-with-the-provisions-in: This sourcebook
applies to TP firms and Gibraltar-based firms as specified in COBS 1
Annex 2.

&

[deleted] .

h 2 8304 itional isions:
[deleted]

| I : ibraltart fiern
G@BS—l—l—LGR—has%heeam&me&nmga&m#»&G%ml%% COBS
Annex 2 also contains quidance on the application of this sourcebook to TP
firms and Gibraltar-based firms.

Actions for damages

A contravention of a rule in this sourcebook that requires specific records
to be kept for the purpose of complying with rules in SYSC 9 does not give
rise to a right of action by a private person under section 138D of the Act
(and each of those rules is specified under section 138D(3) of the Act as a
provision giving rise to no such right of action).

COBS 1.2 (Markets in Financial Instruments Directive) is deleted in its entirety. The deleted
text is not shown but the section is marked deleted, as shown below.

1.2

Markets in Financial tnstruments Directive [deleted]

COBS 1.3 (Insurance distribution) is deleted in its entirety. The deleted text is not shown but
the section is marked deleted, as shown below.

1.3

thsurance-distribution [deleted]
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Insert the following new section, COBS 1.4, after COBS 1.3 (Insurance distribution). The
text is not underlined.

[Editor’s note: The text at COBS 1.4.2G is not new; it is moved from COBS 1.2.5G and

G  The purpose of this section is to provide guidance on the interpretation of
certain words and phrases used in this sourcebook.

COBS 1.3.5G.]
14 Interpretation
Purpose
1.4.1
In good time
1.4.2 G @

(2)

(3)

Certain provisions in this sourcebook require firms to provide
clients with information ‘in good time’ (for example, COBS
6.1ZA.19AR).

In determining what constitutes the provision of information ‘in
good time’, a firm should take into account, having regard to the
urgency of the situation, the client’s need for sufficient time to read
and understand the information before taking an investment
decision.

A client is likely to require more time to review information given
on a complex or unfamiliar product or service, or a product or
service a client has no experience with, than a client considering a
simpler or more familiar product or service, or where the client has
relevant prior experience.

Amend the following text as shown.

[Editor’s note: The changes to COBS 1 Annex 1, Part 1 1.1R reflect the effect of Article 61
of the MiFID Org Regulation which was copied out at COBS 16A.3.5UK but is now deleted.]

1 Annex
1

Application (see COBS 1.1.2R)

Part 1: What?

Modifications to the general application of COBS according to activities

1. Eligible counterparty business
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1.1 | R | The COBS provisions shown below do not apply to eligible
counterparty business except, where the eligible counterparty
business is in scope of the IDD, those provisions which implemented
the IDD continue to apply.
COBS provision Description
COBS 4 (other than Communicating with clients including
COBS 4.2; and COBS financial promotions
4.4.1R-COBS
4.5A-9UK-and-COBS
47-1AUK)
COBS61ZAILER Information about costs and charges of
COBS 6.1ZA (other different services or products (MiFID
than COBS 6.1ZA.11R | provisions)
to COBS 6.1ZA.13R)
COBS 8A (otherthan Client agreements (MiFID provisions)
COBS8A LUK e
COBS-8A-1.8G)
COBS12218UK Labelling of non-independent research
COBS 12.2.18R
COBS 14.3 Information about designated investments
(non-MiFID provisions)
COBS 14.3A (other Information about financial instruments
than COBS 14.3A.3R) | (MIFID provisions)
COBS 16 Reporting information to clients (non-
MiFID provisions)
COBS 16A.3 Occasional reporting: MiFID business
[Note: paragraphs 1 and 2 of article 30(1) of MiFID]
3A. | Operators of OTFs
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3A.1

Insert the following new Annex, COBS 1 Annex 2, after COBS 1 Annex 1 (Application). The

text is not underlined.

1 Annex Application to TP firms and Gibraltar-based firms (see COBS 1.1.1CR)

2

Part 1: TP firms

Introduction

11

G

1)

GEN 2.2 sets out how the Handbook applies to TP firms.

)

This Part supplements GEN 2.2 by further specifying how
provisions in this sourcebook apply to TP firms.

3)

The combined effect of GEN 2.2.26R and the rules in this
Annex is that, for the purposes of this sourcebook, TP firms
are subject to those:

(@) | rules which applied to them immediately prior to IP
completion day (whether or not derived from EU law);

(b) | rules which implemented an EU Directive and which
relate to a matter which, immediately before IP
completion day, was reserved to the TP firm’s Home
State or to the EEA State from where the service is
provided; and

(c) | rules which came into force after IP completion day and
which are specified in this Annex.

(4)

However, GEN 2.2.26R(3) and (4) and COBS 1 Annex 2
include provisions which mean that a TP firm does not
contravene certain rules in this sourcebook which derive from
EU law to the extent that it complies with or applies a relevant
provision of its Home State’s law or directly applicable EU
law.
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Application of COBS

2.1

R

In addition to those rules specified in GEN 2.2.26R, a TP firm must
also comply with:

(1) | those rules, as in force from time to time, which substitute the
UK version of Commission Delegated Regulation (EU)
2017/565 of 25 April 2016 which was part of UK law by
virtue of the EUWA as at [Editor’s note: date of revocation of
MiFID Org Reg provisions to be inserted];

[Note: The FCA has provided derivation and changes tables
which indicate where provisions of assimilated EU law appear
in the Handbook: https://www.fca.org.uk/firms/repeal -
replacement-retained-eu-law/derivation-changes-tables]

2 (to the extent that the rule does not already apply to such a TP

firm as a result of GEN 2.2.26R) the provisions in:

(@) | COBS 2.2, where a rule in that section applies to a firm
carrying on designated investment business in relation to
a non-mass market investment;

(b) | COBS 4.5.2R (Communicating with retail clients (non-
MiFID provisions) — General rule);

(c) | COBS 4.10 (Approving and confirming compliance of
financial promotions);

(d) | COBS 4.11 (Record keeping: financial promotion);

(e) | COBS 4.12A (Promotion of restricted mass market
investments);

(f) | COBS 4.12B (Promotion of non-mass market
investments);

(f) | the rules in COBS 4 in so far as they relate to the
communication and approval of financial promotions
relating to qualifying cryptoassets;

(g) | COBS 10 (Appropriateness (for non-advised services)
(non-MiFID and non-insurance based investment
products provisions));

(h) | COBS 14 (Information about designated investments
(non-MiFID provisions)), where a rule in that chapter
applies to a firm which is arranging (bringing about) or
executing a deal in a speculative illiquid security;
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(i) | COBS 16.6.7AR (Drawdown pensions: annual
statements) and COBS 16.6.8R to COBS 16.6.13G
(Income withdrawals — annual statements) in relation to
business carried on from an establishment in the United
Kingdom;

(3 | COBS 19.10 (Drawdown, investment pathways and cash
warnings) in relation to business carried on from an
establishment in the United Kingdom; and

(k) | COBS TP 2 paragraphs 2.8G to 2.8J (Other Transitional
Provisions) in relation to business carried on from an
establishment in the United Kingdom.

3. | Evidencing compliance

3.1 | R | ATP firm does not contravene a rule applied by paragraph 2.1R(1)
(‘the relevant rule’) to the extent that:

(1) | at the time the firm was required to comply with the rule, the
firm (or its appointed representative) complied with a
requirement in Commission Delegated Regulation (EU)
2017/565 supplementing Directive 2014/65/EU of the
European Parliament and of the Council as regards
organisational requirements and operating conditions for
investment firms and defined terms for the purposes of that
directive as it has effect in EU law (‘the EEA requirement’) in
relation to the services it provides in or into the United
Kingdom; and

(2) | the EEA requirement has equivalent effect to the relevant rule
as it applies in the United Kingdom.

3.2 | R | Paragraph 3.1R does not apply unless a TP firm can demonstrate to
the FCA that, at the relevant time, it complied with or applied a
provision in that paragraph to the extent referred to there.

33 |G |[(1) | The purpose of paragraph 3.1R is to achieve an equivalent
effect to GEN 2.2.26R(3) and (4) in relation to rules in this
sourcebook that derive from the EU MiFID Org Regulation.

(2) | Further guidance on the application of the Handbook to TP

firms can be found in GEN 2.2.

Part 2: Gibraltar-based firms

Introduction
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1.1

D)

GEN 2.3 sets out how the Handbook applies to Gibraltar-
based firms.

)

This Part supplements GEN 2.3 by further specifying how
provisions in this sourcebook apply to Gibraltar-based firms.

3)

The combined effect of GEN 2.3.1R and the rules in this
Annex is that, for the purposes of this sourcebook, Gibraltar-
based firms are subject to:

@ rules which applied to them immediately prior to IP
completion day (whether or not derived from EU law);
and

(b) rules which came into force after IP completion day
and which are specified in this Annex.

App

lication of COBS

2.1

In addition to those rules applying by virtue of GEN 2.3.1R, a
Gibraltar-based firm must also comply with:

)

those rules, as in force from time to time, which substitute the
UK version of Commission Delegated Regulation (EU)
2017/565 of 25 April 2016 which was part of UK law by
virtue of the EUWA as at [Editor’s note: date of revocation of
MIFID Org Reg provisions to be inserted] when carrying on
business from an establishment in the United Kingdom;

[Note: The FCA has provided derivation and changes tables
which indicate where provisions of assimilated EU law appear
in the Handbook: https://www.fca.org.uk/firms/repeal-
replacement-retained-eu-law/derivation-changes-tables]

)

(to the extent that the rule does not already apply to such a
Gibraltar-based firm as a result of GEN 2.3.1R) the
provisions in:

@) COBS 2.2, where a rule in that section applies to a firm
carrying on designated investment business in relation
to a non-mass market investment;

(b) COBS 4.5.2R (Communicating with retail clients (non-
MiFID provisions) — General rule);

(©) COBS 4.10 (Approving and confirming compliance of
financial promotions);

(d) | COBS 4.11 (Record keeping: financial promotion);
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(e) COBS 4.12A (Promotion of restricted mass market
investments);

) COBS 4.12B (Promotion of non-mass market
investments);

) the rules in COBS 4 in so far as they relate to the
communication and approval of financial promotions
relating to qualifying cryptoassets;

(0) COBS 10 (Appropriateness (for non-advised services)
(non-MiFID and non-insurance based investment
products provisions));

(h) | COBS 14.3 (Information about designated investments
(non-MiFID provisions)), where a rule in that chapter
applies to a firm which is arranging (bringing about)
or executing a deal in a speculative illiquid security;

(1) COBS 16.6.7AR (Drawdown pensions: annual
statements) and COBS 16.6.8R to COBS 16.6.13G
(Income withdrawals — annual statements) in relation
to business carried on from an establishment in the
United Kingdom;

() COBS 19.10 (Drawdown, investment pathways and
cash warnings) in relation to business carried on from
an establishment in the United Kingdom; and

(k) COBS TP 2 paragraphs 2.8G to 2.8J (Other
Transitional Provisions) in relation to business carried
on from an establishment in the United Kingdom.

2 Conduct of business obligations

2.2 Information disclosure before providing services (other than MiFID and
insurance distribution)

Application

2.2.-1 R

(3)  Where-aruleinthissection-apphes-to-a-firm-carrying-on-designated
. bucinoce inrolat |

vestment-therule-also-apphies-to: [deleted]

{a}y  a TP firm (to the extent that the rule does not already apply to
» It 6f GEN-2.2 26R)- and
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®) israltarhased & ! pat the rule.d

already-apphrtosuch-a-Gibrabar-based-frmasaresubt

[Editor’s note: The application of this sourcebook to TP firms and Gibraltar-based
firms is now addressed in COBS 1 Annex 2.]

Information disclosure before providing services (MiFID and insurance
distribution provisions)

Application

G Certain provisions in this section require firms to provide clients with
information ‘in good time’. Guidance on the provision of information ‘in
good time’ can be found in COBS 1.4.2G.

R

Record-keeping

G A firm to which SYSC 9 applies is required to keep records of all services,
activities and transactions undertaken by it.

|70

In complying with the requirements in SYSC 9, a firm to which those rules
apply must keep a record of the information provided to clients in
compliance with the rules in this section applicable to MiFID, equivalent
third country and optional exemption business.

Inducements relating to MiFID, equivalent third country or optional
exemption business and insurance-based investment products

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

R In implementing the requirements of COBS 2.3A.10R to COBS 2.3A.12R,
a firm must take into account the costs and charges rules in:

(1)  (for MIiFID, equivalent third country or optional exemption
business) COBS 6.1ZA.11R and, COBS 6.1ZA.12R and article 50-of

the MiFID Org Regulation (see COBS 6.1ZA.14UK) COBS
6.1ZA.14R; and
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Acceptable minor non-monetary benefits
23A19 R

[Note: articles 24(7)(b) and 24(8) of MiFID; and article 12(2) and (3) of
the MiFID Delegated Directive and-article#2(3)-ef the MiFID-Org
Regulation]

Record keeping: inducements

23A33 G Inrelationto-the MiFID-business-of a-firm—article 72-and-Annex1-of the

MiFIB-Org-Regulation SYSC 9 also make makes provision for the keeping
of records on inducements.

23A34 R

[Editor’s note: The text that was formerly at COBS 2.3A.34R now appears at SYSC 9.1.2-
AR/]
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23A35 R In complying with the requirements in SYSC 9, a firm to which those rules
apply must keep a record of the information provided to clients in
compliance with the rules in this section applicable to MiFID, equivalent
third country and optional exemption business.

3 Client categorisation
3.1 Application
Scope

312A R Subjectto-COBS3-13R-and-COBS-3.6-4CR-in-this-chapter-provisions
they-wererules: [deleted]

Mixed business
3.1.4 R If a firm conducts business for a client involving both:
(1) MIFID or equivalent third country business; and

(2) other regulated activities subject to this chapter;

it must categorise that client for such business in accordance with the
prowsmns in thls chapter that apply to MlFID or equwalent third country

3.3 General notifications
331A Uk Amdee%{—l&-and%eﬁhe—%ﬁ@@gﬁegmanen—mqwmﬂpms%
R 3

(1) 45()nvestmentfirmsshal A firm must notify a new ehents client,
and any existing ehents client that the investmentfirm firm has newly

categorised as required by Uktaw-on-markets-in-financial
astruments this chapter, of their categorisation as a retat-client retail

client, a professional-chient professional client or an ehgible

counterparty eligible counterparty in accordance with that-Birective
this chapter.

(2) 2Hpvestmentfirmsshal A firm must inform elients a client in a
durable-medium durable medium about:
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(@) any right that ehient client has to request a different
categorisation; and abeut

(b) any limitations to the level of elient client protection that a
different categorisation would entail.

[Note: articles 45(1) and-(2)-of the Mi lation]

The information referred-te in article-45(2)-of the MiFID-Org-Regulation
{asreproduced-at- COBS-3-:3-2AUK) COBS 3.3.1AR(2) must be provided to

chients a client prior to any the provision of services.

[Note: paragraph 2 of section | of annex Il to MiFID]

Eligible counterparties

Elective eligible counterparties

R

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

(2) the firm adheres to the procedure set out at COBS-3:6-4BUkK COBS
3.6.4BR.

Provided that it adheres to the procedure set out at COBS-3-:6-4BUK COBS
3.6.4BR, a firm may treat a client as an elective eligible counterparty in
relation to MiFID or equivalent third country business if the client:

(5 Where If a ehient client requests to be treated as an ehigible
counterparty eligible counterparty, in accordance with fCOBS 3.6.4R or

COBS 3.6.4ARY, the following procedure shall must be followed:

& the investmentfirm-shall firm must provide the ehient client with a
clear written warning of the consequences for the ehient client of such
a request, including the protections they may lose; and

(1)
by the ehientshal client must confirm in writing:
(2)
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the request to be treated as an ehigible-counterparty eligible
counterparty either generally or in respect of one or more

investment-services services or a transaction or type of
transaction or product; and

that they are aware of the consequences of the pretection
protections they may havelest lose as a result of the request.

3.7 Providing clients with a higher level of protection

3.7.3A UK Article 45(3) of the MiFID Org Regulation sets out provisions in respect of
R ina cli hiaher level of on.

4503} hvestment-firms A firm may, either on their its own initiative or at
the request of the ehient client concerned, treat a-chent that client in-the

following-manner:
(@) as a professional professional client or retail-client retail client where
(1) that ehient client might otherwise be classified as an eligible

counterparty eligible counterparty pursuant to fCOBS 3.6.2R}; or

{b) as aretatl-chient retail client where that elient client that is considered
(2) a professional-chient professional client pursuant to RPart-2-of

Schedule 1 to Regulation (EU) No 600/2014 COBS 3.5.2R.

3.7.3B

27 ahrd 28 ot Prrcetive 2o rtherehevantrabos™ client that

benefits from a higher degree of investor protection, the request

should must:

(a)
(b)

be made in writing;; and shal

indicate whether the treatment as retat-chient a retail client or
professional-chient professional client refers to one or more

Hvestment-services services or transactions, or one or more
types of transaction or product.
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(2)  businesswith-an-investment firm-is subject to the relevant rules If an
eligible counterparty makes the request in (1), but does not expressly
request treatment as a retat-chient retail client, the firm-shal firm
must treat that eligible-counterparty eligible counterparty as a
professional-chient professional client.
4y Where If the eligible-counterparty eligible counterparty expressly
(3) requests treatment as a retat-chient retail client, the investmentfirm
shaH firm must treat the eligible-counterparty eligible counterparty as
a Fetacn—ehem retall cllent applylng th&plﬂewaens—m—Fespeet—ef
Sehedale—l—te—Rege#aH%—éEU)—Ne—é@O#zOM COBS 3.7.1R, COBS
3.7.2R and COBS 3.7.5R.
4 Communicating with clients, including financial promotions
4.1 Application
Who? What?

411B R & Mmmuspeemplwmﬁh#\&mie&w@)and—(%meextemhat

&

to-gquatifying-cryptoassets. [deleted]

411C G COBSAA2A3R-and COBS4-12B 1R apphythe rileson

. iotod ket i I I
tvestments to TP firms and Gibraltar-based firms. [deleted]
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[Editor’s note: The application of this sourcebook to TP firms and Gibraltar-based
firms is now addressed in COBS 1 Annex 2.]

414 G

(2) Inthe case of MiFID, equivalent third country or optional exemption
business, certain requirements in this chapter are subject to an
exemption for the communication of a third party prospectus in
certain circumstances (see recital-73-of-the- MiFID-Org-Regulation
COBS 4.2.1R(2)(ab), COBS 4.3.1R(2) and COBS 4.5A.1R(2)(a)).
This has a similar effect to the exemption in article 70(1)(c) of the
Financial Promotion Order, which is referred to in the definition of
an excluded communication.

4.1.7 G
INote: ital 16-to-the MiF4D-Org Reguiation]

4.2 Fair, clear and not misleading communications

The fair, clear and not misleading rule

4.2.2 G
[Note: article 30(1) of MiFID and recital-65-to-the-MiFID-Org-Regulation;
article 17(2) of the IDD]

4.5A Communicating with clients (including past, simulated past and future

performance) (MiFID provisions)

Application

45A2 R
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13 2

vestment-firm-as-H-they-wererules. [deleted]

General requirements

UK (1) 44 nvestmentfirmsshall A firm must ensure that all information
they-address addressed to, or disseminate disseminated in such a way

that it is likely to be received by, retai a retail client or professional
chients a professional client er-petentialretaH-or-professional-clients,
including marketing communications, satisfies the conditions laid
down-n paragraphs2te-8 in (2) and COBS 4.5A.7R to COBS
4.5A.16R.

(2) 442 nvestmentfirm-shalt A firm must ensure that the information
Fef-e#edJe&meacragmph—l in (1) complies with the following

(@)

(b)

(©)

(d)

(€)

(f)

(9)

the-information includes the name of the ivestmentfirm:
firm;

the-information is accurate and always gives a fair and
prominent indication of any relevant risks when referencing
any potential benefits of an investmentservice investment
service or financtabnstrument; financial instrument;

the-information uses a font size in the indication of relevant
risks that is at least equal to the predominant font size used
throughout the information provided, as well as a layout
ensuring that ensures that such indication is prominent;;

the-information is sufficient for, and presented in a way that is
likely to be understood by, the average member of the group to
whom it is directed, or by whom it is likely to be received;;

the-information does not disguise, diminish or obscure
important items, statements or warnings;;

the-information is consistently presented in the same language
throughout all forms of information and marketing materials
that are provided to each ehent client, unless the ehient client
has aceepted agreed to receive information in more than one
language;; and

the-information is up-to-date and relevant to the means of
communication used.

[Note: article 44(1) and (2} of the Mi lation]
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Comparative information

45A.7 UK (1) 44381 Wherethe This rule applies to information that compares:
R

(@) investment investment services or ancilary-services; ancillary
services;

(b)  financiabnstruments; financial instruments; or

(c)  persens persons providing ivestment investment services or
ancilany-services; ancillary services.

(2) investmentfirmsshall A firm must ensure that the-follewing
it W

(@  the comparison is meaningful and presented in a fair and
balanced way;

(b)  the sources of the information used for the comparison are
specified; and

(c) the key facts and assumptions used to make the comparison
are included.

[ - artic] 3y of . lation]
Referring to tax

45A.8 UK 44 Wherethe If any information refers to a particular tax treatment, a

R firm must ensure that it shalt prominently state states that the tax treatment
depends on the individual circumstances of each ehient client and may be
subject to change in the future.

[Note: article-44(7)-of the-Mi \ation]

Consistent financial promotions

45A.9 UK 46(6)-Investmentfirmsshalt A firm must ensure that information contained
R in a marketing communication is consistent with any information the firm

firm provides to ehients clients in the course of carrying on iavestment
investment services and ancitary-serviees ancillary services.

[Note: article 46(5) of the Mi lation]

Past performance

45A.10 UK 444> Wherethe A firm must ensure that information that contains an
R indication of past performance of a finaneial-nstrument financial
instrument, a financial index or an ivestment-service; investment service

Page 102 of 243



FCA 202X/XX
FOS 202X/XX

nvestmentfirms-shal-ensure-that satisfies the following conditions are

satisfied:

(@ thatindication is not the most prominent feature of the

(1) communication;

(b} the information mustineclude includes appropriate performance

(2) information which covers the preceding 5 years, or the whole period
for which the finranetabnstrument financial instrument has been
offered, the financial index has been established, or the irvestment
service investment service has been provided (where less than five 5
years, or such longer period as the firm firm may decide), and in
every case that performance information is based on complete 12-
month periods;

{e) the reference period and the source of information is are clearly

(3) stated,;

{d} the information contains a prominent warning that the figures refer to

(4) the past and that past performance is not a reliable indicator of future
results;

fe) where if the indication relies on figures denominated in a currency

(5) other than pounds sterling, the currency is clearly stated, together

with a warning that the return may increase or decrease as a result of
currency fluctuations; and

where if the indication is based on gross performance, the effect of
commissions, fees or other charges are is disclosed.

INote- asticl 4y of the Mi : lation]
[Note: recital 65 to the MiFID Org Regulation]

3

45A11 G

Simulated past performance

45A.12 UK 44(5)Wherethe A firm must ensure that information that neludes-orrefers
R te contains an indication of simulated past performance-investment-firms
hall hat the inf : I ﬁ. ol
finaneiaindex;and satisfies the following conditions are-satisfied:

(1) itrelates to afinancial instrument or a financial index;

(2) 44(5)a) the simulated past performance is based on the actual past
performance of one or more finaneiakinstruments financial
instruments or financial indices which are the same as, or
substantially the same as, or underlie, the finaneianstrument
financial instrument concerned,;
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(3) 44{5)b) in respect of the actual past performance referred to in peint
) (2), the conditions set out in petnts-{a)te{e){e)and{Hof
paragraph-4 paragraphs (1) to (3), (5) and (6) of the rule on past
performance (COBS 4.5A.10R); are satisfied complied with; and

(4) 44{5)e) the information contains a prominent warning that the
figures refer to simulated past performance and that past performance
is not a reliable indicator of future performance.

ENote: article 44(5) of the-Mi \ation]

45A.13 G Forthe purpeses-of COBS4.5A-12UK theconditionsreferred-to-inarticle
44{5)(b)-canbefoundreproducedin-COBS4-5A-10UK- [deleted]

Future performance

45A.14 YK 44(6)Wherethe A firm must ensure that information that contains
R information-on an indication of future performance-investment-firms-shal
ensure-that satisfies the following conditions are-satisfied:

(@) theinformation it is not based on er and does not refer to simulated

(1) past performance;

(b} theinformation it is based on reasonable assumptions supported by

(2) objective data;

{e})  where the information is based on gross performance, the effect of

(3) commissions, fees or other charges is disclosed,

(d) the-information it is based on performance scenarios in different

(4) market conditions (both negative and positive scenarios), and reflects
the nature and risks of the specific types of instruments included in
the analysis; and

{e) theinformation it contains a prominent warning that such forecasts

(5) arenot a reliable indicator of future performance.

[Note: article-44(6)-of the-Mi \ation]

45A.15 G A firm should not provide information on future performance if it is not
able to obtain the objective data needed to comply with the requirements
regarding information on future performance in GOBS4-5A-14UK COBS
4.5A.14R. For example, objective data in relation to EIS shares may be
difficult to obtain.

Information that uses the name of any-competent-authority the FCA or PRA

45A.16 UK 44(8) The information shal must not use the name of any-cempetent

R autherity the FCA or PRA in such a way that would indicate or suggest
endorsement or approval by thatautherity the FCA or PRA of the products
or services of the-thvestment-firm the firm.
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[Note: article44(8)-of the Mi lation]

4.7 Direct offer financial promotions
Application

4.7.-2 R This section (other than €OBS4-7-1AEY COBS 4.7.-1AR to COBS 4.7 .-
1DG) does not apply in relation to a communication:

4.7.-1 G (1) ©O6BS47-1TAUK COBS4.7.-1AR to COBS 4.7.1R contain
provisions on the communication of direct offer financial
promotions.

(2) Inbroad terms:

() ©CEOBS4F-TAUK COBS 4.7.-1ARis relevant to a firm
communicating a direct offer financial promotion in relation to
its MiFID, equivalent third country or optional exemption
business;

(3) However, a MiFID investment firm, third country investment firm or
MiFID optional exemption firm which is subject to the requirements
in COBS4-7-1AUK COBS 4.7.-1AR may be subject to the rule rule
in COBS 4.7.1R to the extent that it communicates a direct offer
financial promotion:

(@  which is not a marketing communication; or

(b)  which does not relate to its MiFID, equivalent third country or
optional exemption business.

Direct offer financial promotions relating to MiFID, equivalent third country or
optional exemption business

4.7.-1A VK (1) 46(6)Marketing-communications This rule applies in relation to a

R marketing communication that relates to a firm s MiFID, equivalent
third country or optional exemption business:

@ . . )
eenta_m_mg an-offer-orinvitation-of El'e. Ielleu_ung Rature-and
spe_ellymg the-manner-of |espense, of |||e_lud|ng a-form-by
.“lﬁ"el' any |espﬁenselmay_ be ||_|a|ele shall melusl_e SHGI h-of-the
that-offer-or-invitation that contains:
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an offer to enter into an agreement in relation to a
finanetaHnstrument financial instrument, ef
investmentservice investment service or ancillary
serviee ancillary service with any perses person
who responds to the communication; or

53

an invitation to any persen person who responds
to the communication to make an offer to enter
into an agreement in relation to a firaneial
instrument financial instrument, er-avestment
service investment service or anetHary-service

ancillary service-; and

&S

(b)  which specifies the manner of response or includes a form by
which any response may be made.

A firm must ensure that a marketing communication of the type in (1)
includes such of the information referred to in the rules on
information disclosure (COBS 6.1ZA and COBS 14.3A) as is relevant
to that offer or invitation.

However-the-first-subparagraph-shall This rule does not apphy

require the information in (2) to be included in the marketing
communication if, in order to respond to an offer or invitation

contained in the-marketing-communication it, the potential-chient

client must refer to another document or documents, which, alone or

in combination, contain that information.

sisions inthis section marked “LIK anplv in relation to MiFID_onti
exemption-business-as-H-they-wereriles{see- COBS 122G [deleted]

I I. I.l.l .I | - Fl-l

(13 2

mvestment firm-as-H they were rules. [deleted]

47.-1D G

GQBS—M%A— |de|eted |

Other direct offer financial promotions

Subject to (3) anre4), a firm must ensure that a direct offer financial
promotion that is addressed to, or disseminated in such a way that it
is likely to be received by, a retail client contains:
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411 Record keeping: financial promotion
General
4.11.1A G

Insert the following new section, COBS 4.11A, after COBS 4.11 (Record keeping: financial
promotion). The text is not underlined.

4.11A Record keeping: MiFID, equivalent third country and optional exemption
business

411A.1 R This section applies to a firm in relation to its MiFID, equivalent third
country or optional exemption business.

411A2 G A firm to which SYSC 9 applies is required to keep records of all services,
activities and transactions undertaken by it.

411A3 R In complying with the requirements in SYSC 9, a firm to which those rules
apply must keep a record of:

(1) each communication to a client; and

(2) each marketing communication issued by the firm (other than in oral
form).

Amend the following as shown.

4.12A Promotion of restricted mass market investments

Application

412A.3 R In-this-section—reference-to-afirm-includes:
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@) TRfirms tod hat this section does net already anol

@ ibealtart firms_to hat thi ion.d lroad
[deleted]

[Editor’s note: The application of this sourcebook to TP firms and
Gibraltar-based firms is now addressed in COBS 1 Annex 2.]

4.12B Promotion of non-mass market investments
Application

412B.1 R This section applies to:

(2) TP firms, to the extent that this section does not already apply to
those FRHirms-as-aresttof GEN-22.26R-and [deleted]

[deleted]

412B.3 R Fhroughoutthisseetion—referepeasto-atrm-taelude-a T PHrm-and
a-Gibraltar-based-firm. [deleted]

6 Information about the firm, its services and remuneration

6.1ZA Information about the firm and compensation information (MiFID and
insurance distribution provisions)

Application

6.1ZA2 G

6.1ZA.2 G Certain provisions in this section require firms to provide clients with
information ‘in good time’. Guidance on the provision of information ‘in
good time’ can be found in COBS 1.4.2G.

1>
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6.1ZA.3 R vamen&m%seeﬂen%anetweg%é#meﬁumewm%mm—seenen

bu&aess&&ﬂhewmmle&ése&@@%—l—}zeﬂdeletem
6.1ZA4 G 2= i isi in thi i “HHE

nvestment-firm-as-H-they-wererules. [deleted]

[Note: ESMA has issued guidelines under article 16(3) of the ESMA Regulation
on cross-selling practices, 11 July 2016/ESMA/2016/574 (EN).]

Information about a firm and its services: MiFID business

6.1ZA5 UK 44 Hnvestmentfirmsshal In good time before the provision of

R investment services or ancillary services to a client, a firm must provide

B chents-or-potential-chients that client with the following general

information, where if relevant:

@ the name and address of the inrvestment-firm firm, and the contact

(1) details necessary to enable ehients a client to communicate effectively
with the fiem firm;

(b} the languages in which the elient client may communicate with the

(2) investmentFirm firm, and receive documents and other information
from the firm firm;

fe} the methods of communication to be used between the trvestment

(3) fimm firm and the ehient client including, where relevant, those for the
sending and reception of orders;

{d) astatement of the fact that the investment-firm firm is authorised and

(4)  thehame-and-contactaddress-of-the-competentadthority-thathas
autherised-it by the FCA or the PRA, as applicable;

&) where if the investmentfirm firm is acting through an appointed

(5) representative or a tied-agent tied agent, a statement of this fact;

) the nature, frequency and timing of the reports on the performance of

(6) the service to be provided by the trvestment-firm firm to the ehient
client in accordance with fCOBS 9A.3.2R and COBS 16A.2.1R};

{g) where if the investment-firm firm holds ehient client financial

(7) instruments financial instruments or elient-funds client money, a

summary description of the steps which it takes to ensure their
protection, including summary details of any relevant investor
compensation or deposit guarantee scheme which applies to the firm
firm by virtue of its activities in the United Kingdom; and
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) inrelation to the firm’s conflicts of interest policy:

(8)

(@  adescription, which may be provided in summary form, of the

conflicts-of-interest-pehiey conflicts of interest policy
maintained by the firm in accordance with Article 34; and

& (b)) atthereguestof if requested by the ehlient client, further details

of thatconfhicts-ofinterest-poelicy the conflicts of interest
policy in a durable-medium durable medium or by-means-of

via a website (where that does not constitute a durable
medium durable medium) provided that the eonditions-set-eut

Article-3(2) website conditions are satisfied.

Information about a firm’s portfolio management service: MiFID business

6.1ZA8 Yk (1) 4#42rWhen A firm providing the-service-of portfolio-management a

R portfolio management service-investmentfirms-shall must establish
an appropriate method of evaluation and comparison such as a
meaningful benchmark, based on the investment objectives of the
chient client and the types of financialnstruments financial
instruments included in the ehient client portfolio, so as to enable the

chient-for-whem-the-service-isprovided client to assess the firm’s
firm’s performance.

(2) 4#3)YWheretnvestmentfirmspropese If a firm proposes to provide
portfolio-management-services a portfolio management service to a
chient-orpotential-chient client, they the firm shall must provide the

chient client, in addition to the information required under paragraph
1; with such of the following information as is applicable (in addition

to the information required by COBS 6.1ZA.5R):

(@ information on the method and frequency of valuation of the
financiaHnstruments financial instruments in the elient client
portfolio;

(b)  details of any delegation of the discretionary management of
all or part of the finaneianstruments financial instruments or
funds in the ehient client portfolio;

(c)  aspecification of any benchmark against which the
performance of the ehient client portfolio will be compared;
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(d) the types of finaneiakinstrument financial instrument that may
be included in the elent client portfolio and types of
transaction that may be carried out in sueh-tastruments those
financial instruments, including any limits; and

(e)  the management objectives, the level of risk to be reflected in
the manager’s exercise of discretion, and any specific
constraints on that discretion.

(3) Theinformationlisted-inpoints{a)-to-{e)-shall-be provided A firm
must provide the information in (2) in good time before the provision
of investmentservices investment services or ancHlary-services

ancillary services to ehents-erpotential-chients a client.

Information concerning safeguarding of designated investments belonging to
clients and client money: MiFID business

6.1ZA9 UK (1) 49 nvestmentfirms-hoeldingfinanciakinstruments A firm that
R holds financial instruments or furds client money belenging-to-clients
for a client subject to the custody chapter or the client money chapter
shal must provide these-clients-orpotential-chients that client with

the following information speecified-in-paragraphs2-to7where
relevant.:

(@) if applicable:

() 492 Theinvestmenthrm-shal-nform-the-ehentor

potential client where that the financial instruments
financial instruments or funds client money of that

chient client may be held by a third party on behalf of
the investmentfirm firm;

(ii)  and-ef the responsibility of the investment-firm firm
under the applicable national law for any acts or
omissions of the third party; and

(iif)  the consequences for the ehient client of the insolvency
of the third party-;

(b) 493 Wherefinanciakinstruments if applicable, that the
financial instruments of the ehient-erpotential-client client

may, if permitted by national law, be held in an omnibus
account by a third party-the-investmentfirm-shal-inform-the

chent-of this-fact-and-shall-previde and a prominent warning

of the resulting risks-;

chient-where if it is not possible under national law for elient
financialnstruments financial instruments belonging to a
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client held with a third party to be separately identifiable from
the proprietary finanetaHnstruments financial instruments of
that third party or of the investmentfirm firm, that fact and
shal-previde a prominent warning of the resulting risks:;

@ 5) The | . hall inf he cli ol
client-where if applicable, that accounts that contain financial

iastruments financial instruments or funds client money

belonging to that ehent-er-potential-client client are or will be

subject to the law of a jurisdiction other than that of the United

Kingdom United Kingdom and shal-ndieate an indication that

the rights of the elient-orpotential-client client relating to

those finaneianstruments financial instruments or funds
client money may differ accordingly.

(2) 49(6)-Aninvestmentfirm-shalHinform-thechent A firm that holds

financial instruments or client money for a client must inform the
client, if applicable:

(@) about the existence and the terms of any security interest or
lien which the firm firm has or may have over the ekent’s
financiainstruments client’s financial instruments or funds

client money, or any right of set-off it holds in relation to these
instruments the client’s financial instruments or funds: client

money; and
(b)  Where applicable, it shall also inform the client of the fact that

a depository may have a security interest or lien over, or right
of set-off in relation to, those instruments financial
instruments or furds client money.

(3) 49(H-Aninvestment-firm A firm that holds financial instruments or

client money for a client must also, before entering into seeurities
finaneing-transactions securities financing transactions in relation to
financtaHnstruments financial instruments held by it on behalf of a
chient client, or before otherwise using such financiakinstruments
financial instruments for its own account or the account of another
chient client, shal in good time before the use of those instruments
financial instruments provide the elent client, in a durable-medium
durable medium, with clear, full and accurate information on the
obligations and responsibilities of the iavestmentfirm firm with
respect to the use of those firaneiakinstruments financial instruments,
including the terms for their restitution, and on the risks involved.

Note: astic  tho Mi lation]

Information concerning safeguarding of client money: insurance distribution
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R (1) Where afirm doing insurance distribution activities holds client
money for a retail client and has elected to comply with the client
money chapter, it must provide that client with the information
specified in:

(b)  (ifitisafirm doing MiFID, equivalent third country or
optional exemption business) COBS-6-1ZA9UK COBS
6.1ZA.9R and COBS 6.1.7R(1)(e);

in relation to that client money.

Costs and associated charges disclosure: MiFID

[Editor’s note: Articles 50 and 51 of the MiFID Org Reg are being preserved
without changes. They will be addressed as part of the FCA’s separate work on a
new disclosure regime for certain retail investment products.]

[S1%
R

INote: artic! he M \ation]

G ‘Annex |17 efthe- MiFID-Org-Regulation referred to in COBS 6.1ZA.14R is
reproduced in COBS 6 Arrex—#JK Annex 7R.

Timing of disclosure: MiFID business

UK (1) 46{2) Subject to paragraph-2A (2) and unless otherwise provided,
R vestmentfirms a firm must; provide a client with the information

required by this section in good time before the provision of
investment-services investment services or aneilary-services

anC|IIarv serwces mﬁlmn%&eppe%ermkehen{s—tewﬂdeiehe

(2) 46(2A)Where If the agreement to buy or sell a financial-instrument
financial instrument is concluded using a means of distance
communication, which prevents the delivery of the information on
costs and charges before that conclusion the firm:

(@)  theinvestmentfirm must give the ehent-orpotential-client
client the option of receiving the information on costs and
charges over the telephone before the conclusion of the
transaction; and
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(b)  may, subject to meeting satisfying the conditions referred-to-in

paragraph-2B(a)-and{b) in (3), the-investmentfirm-may
provide the information on costs and charges to-clientsir:

(i)  inelectronic format; or

(i)  where if requested by a retail-client or petential-retait
chent retail client, on paper,

without undue delay after the conclusion of the transaction.

(3) 46{2B) The conditions referred-to-in-paragraph-2A(b) in (2)(b) are
that:

(@)  the ehenterpeotential-client client has requested and or
consented to receiving the information witheut-undue-delay as

soon as possible after the conclusion of the transaction; and

(b)  the investmentfirm firm has given the client-orpotential-chient
client the option of delaying the conclusion of the transaction
until the-client-has they have received the information.

and-COBS14.3A UK. [deleted]

Medium of disclosure: MiFID business

46(3)Fhe Except where expressly provided, a firm must provide the

information referred-to-inparagraphs-1to-2B-shall-beprovided required by
this section in relation to MiFID, equivalent third country or optional

exemption business in a durable-medium durable medium or by-means-of
via a website (where if it does not constitute a durable-medium durable

medium) previded-that where the cenditions-specified-in-Article-3(2)

website conditions are satisfied.

[Note: article-46(3)-of the Mi \ation]

Keeping the client up to date: MiFID business

6.1ZA2 YK (1) 46(4)-nvestmentfirmsshalt A firm carrying on MiFID, equivalent

R

third country or optional exemption business must notify a ehent
client in good time about any material change to the information
provided under Articles-47t6-50 this section which is relevant to a
service that the firm firm is providing to that elient client.
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(2) Fhat A firm must provide this notification shat-be-given in a durable
medium durable medium if the information to which it relates s was
given in a durable-medium durable medium.

[Note: article 46(4) of the Mi \ation]

Existing clients: MiFID business

G 1

[Note: recital he Mi lation]

Record keeping: information about the firm and compensation information for
MIFID business and insurance distribution

G

G A firm to which SYSC 9 applies is required to keep records of all services,
activities and transactions undertaken by it.

R In complying with the requirements in SYSC 9, a firm to which those rules

apply must keep a record of the information provided to each client in
compliance with the rules in this section applicable to MiFID, equivalent
third country and optional exemption business.

Describing advice services

Application

G

G Certain provisions in this section require firms to provide clients with
information ‘in good time’. Guidance on the provision of information ‘in
good time’ can be found in COBS 1.4.2G.

Introduction

G This section transpesed-provisionstn MiFID contains UK law on markets

in financial instruments on describing advice services relating to financial

instruments and structured deposits for all clients and-reproduces-a-rumber
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. The

requwements apply in relatlon to MlFID equwalent thlrd country or
optional exemption business. The requirements are extended to apply to
other investment advice and cover other retail investment products when
the client is a retail client in the United Kingdom.

Interpretation of previsiens marked—UIK the relevant rules: MiFID business

R

G

A firm must treat obligations in relation to financial instruments as
extending to other retail investment products when complying with COBS
6.2B.15R, COBS 6.2B.18R, COBS 6.2B.29R, COBS 6.2B.32R, COBS
6.2B.35R and COBS 6.2B.36R (“the previsions relevant rules”) #-this
seetion-marked—HIK= in the course of MiFID business with a retail client in
the United Kingdom.

References to financial instruments include structured deposits (but not
other retail investment products) when a firm is complying with the

provisions-in-thissection-marked—UI> relevant rules in the course of

MiFID business with a retail client outside the United Kingdom or with a
professional client.

[Note: article-L(2) of the Mi lation]

Interpretation of previsiens-marked—UBI the relevant rules: non-MiFID business

R

In relation to business that is not MiFID business, a firm must comply with

Provistot-Hisscetonmatked— b s Hthevwererales the relevant

rules but:

(1) reading references to financial instruments as including structured
deposits and (if the client is a retail client in the United Kingdom)
other retail investment products;

(2) (for business that is not equivalent business of a third country
investment firm or MiFID optional exemption business) the firm need
not comply with the foHewingprovisions-of the- MiFID-Org
Regulatien requirement in:

(@)  theregquirementin-paragraph2-ofarticle 52(1)-ef the MiFID
Q-Fg—RéngﬁHGH—QFGpFGd&E@d—H%—G@BS—G—Z—B%Q—UK—) COBS
6.2B.32R(3) not to give undue prominence to their its
independent advice services;

(b)  therequirementin-articleS2(4)ofthe MIFID-Org-Regulation
{reproduced-in-COBS-6-2B-36UK) COBS 6.2B.36R(2)(C) to

distinguish the range of financial instruments issued or
provided by entities not being closely linked with the firm; and

(c)  therequirementinarticle-53(3)(c}ofthe MiFD-Org
Regulation (reproduced in COBS 6.2B.28UK) COBS
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6.2B.29R(4) that a firm does not allow a natural person to
provide both independent advice and restricted advice.

Requirements for firms providing focused independent advice

6.2B.14 G

R

6.2B.16 G

[Note: recita he Mi \ation]

6.2B.15 UK 53(2)}Aninvestmentfirm A firm that provides investment-advice-on-an
independent-basis independent advice and that focuses on certain categories
or a specified range of financialnstruments financial instruments shal

comply-with-the-follewingrequirements must:

BE EZ

LE

4

the-firm-shall market itself in a way that is intended only to attract
ehents clients with a preference for those categories or range of
finaneiakinstruments financial instruments;

the-firm-shal require ehents clients to indicate that they are only
interested in investing in the specified category or range of finrancial
nstruments financial instruments; and

prior to the provision of the service, the-firm-shal ensure that its
service is appropriate for each new ehient client on the basis that its
business model matches:

(@) the elient’s client’s needs and objectives;; and

(b) the range of financiaknstruments financial instruments that
are suitable for the ehient client:; and

Where-this-is-net-the-case-the-firm-shall not provide sueh-a its service
to the ehient client if the firm is not satisfied as to the matters in (3).

[Note: article-53(2)-of the Mi \ation]

(1)

COBS-6:2B-15UK COBS 6.2B.15R means that a firm providing
independent advice need not provide advice on all relevant products.
A firm may market itself as, for example, an independent stockbroker
that provides independent advice on shares only. A firm might
alternatively market itself on the basis of providing independent
advice on a particular product market such as ethical and socially
responsible investments. The requirements in COBS-6:2B-15UK
COBS 6.2B.15R apply to ensure that clients of a firm that provides
independent advice on a focused basis properly understand the nature
of the advice that they will receive and that the service is appropriate.

Sufficient range
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6.2B.17 G The extent of the assessment which a firm is required to undertake in order
to meet the requirement to assess a sufficient range of relevant products
will depend on:

(1) the nature of the independent advice service provided by the firm
(general or focused) for the purposes of COBS-6:2B-15UK COBS
6.2B.15R;

6.2B.18 UK (1) 53 nvestmentfirmsprovidinginvestmentadviceon-an
R independent-basis-shalt A firm that provides independent advice must

- define and implement a selection process to assess and compare a
sufficient range of finaneialinstruments financial instruments
available on the market in accordance with {COBS 6.2B.11R}.

(2) The selection process shaHl in (1) must include-the-folowing-elements

ensure that;

(@  the number and variety of financialnstruments financial
instruments considered is proportionate to the scope of
nvestment-advice-services personal recommendations offered
by the independent investment adviser;

(b)  the number and variety of financialnstruments financial
instruments considered is adequately representative of
financialnstruments the financial instruments available on the
market; and

(c)  the quantity of financialinstruments financial instruments
issued by the inrvestmentfirm firm itself or by entities closely
linked to the-investment-firm-tself it is proportionate to the
total amount of finaneia-nstruments financial instruments
considered:-and.

A firm must ensure that the criteria for selecting the-variousfinrancial
ihstraments financial instruments shalHnelude for the purposes of

(0):

(@)  consider all relevant aspects sueh-as of the financial
instruments including, but not limited to, risks, costs and
complexity;

B2

(b)  aswelas consider the characteristics of the investment-firm’s
firm’s ehents; clients; and

(c) shal ensure that the selection of the instruments financial
instruments that may be recommended is not biased.

(4) Wheresueha A firm that provides personal recommendations must
not present itself as independent if the comparison in (1) is not
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possible due to the business model of the firm or the specific scope of

the service provided;-the-thvestment-firm-providing-Hvestment
advice shall not present itself as independent.

E . article 53(1) of . - lation]
6.2B.19 G

(2) Notwithstanding (1), since the assessment conducted by the firm must
be such as to ensure the client’s investment objectives can be suitably
met, a firm providing independent advice should be in a position to
advise on all types of relevant product within the scope of the market
(for the purposes of COBS-6-2B-15UK COBS 6.2B.15R) on which it
provides advice. When the client is a retail client in the United
Kingdom, this means being in a position to advise on all types of
financial instrument, structured deposit and other retail investment
products.

Guidance on the independence standard

6.2B.22 G The fact that a firm is owned by, or owns, in whole or in part, the issuer or
provider of relevant products does not prevent that firm from providing
independent advice, provided that the firm’s assessment of relevant
products is:

(3) not biased (COBS6.2B.18UK COBS 6.2B.18R).

Requirements for firms providing both independent and restricted advice

6.2B.29 UK 53(R3)}Aninvestmentfirm-offeringtrvestmentadviceon A firm that offers
R both an-independent-basis independent advice and en-a-hen-independent
basis restricted advice shal must eomply-with-the-fellowing-obligations:

& in good time before the provision of #s-services a personal

(1) recommendation to a client, the-irvestment-firm-has-rfermed inform
#tschents that client, in a durable-medium durable medium, whether
the advice will be independent independent advice or ren-
independent restricted advice in accordance with fCOBS 6.2B.33R}

and-the-relevant-implementing-measures to COBS 6.2B.36R;
the-ihvestment-Firm-has-presented present itself as independent ferthe

only in respect of those services fer in relation to which it provides

BE
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investmentadvice personal recommendations on an independent
basis; and

the-investmentfirms-has have adequate organisational requirements
and controls #place to ensure that:

BE

(@)  both types of advice services and advisers are clearly
separated from each other; and

(b)  thatehients clients are:

(i)  not likely to be confused about the type of advice that
they are receiving; and

(if)  are given the type of advice that is appropriate for
them:; and

(4) Fheinvestmentfirm-shal not allow a natural person to provide both
independent independent advice and ron-independent-advice

restricted advice.

[Note: article-53(3).of the Mi \ation]

6.2B.32 UK 52(1)Where-adviceis-offered-orprovided If a firm offers or provides both
R independent advice and restricted advice to the same elient client en-both

B it must:

(1) explain the scope of both services to aHew-irvesters enable the client
to understand the differences between them; and

(2) not present itself as an independent investment adviser for the overall
activity-; and

(3) Firmsshal not give undue prominence to theindependent
investment-advice its independent advice services over its ron-

independent-investment restricted advice services in their its

communications with ehlents clients.

[Note: article 52(1) of the-Mi \ation]

Disclosing the nature of advice provided

6.2B.35 UK 52(1)-Investmentfirmsshall A firm must explain to a client in a clear and

R concise way:

(1) whether and why investmentadvice a personal recommendation
qualifies as trdependent independent advice or ren-irdependent

restricted advice; and
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the type and nature of the any restrictions that apply, including, when

if providing rvestment-advice-on-an-hdependent-basis independent
advice, the prohibition tereceive-and-retainr on receiving and

retaining inducements.
[Note- articl 1) of the Mi lation]

6.2B.36 UK (1) 52@2Hnvestmentfirmsprovidinginvestmentadvice,on-an
independent-or-non-independentbasis;-shal A firm (whether

providing independent advice or restricted advice) must:

(a)

explain to the-chient a client:

(i)  the range of finanetanstruments financial instruments
that it may be-recommended recommend—ncluding; and

(i)  the fism’s firm s relationship with the issuers or
providers of the-instruments. any of those financial
instruments; and

523 nvestment-firms-shal in accordance with the scope of

its service, provide to a client a description of:

(i)  the types of financiaknstruments financial instruments
it has considered;; and

(ii) the range of financialnstruments financial instruments
and providers it has analysed per in relation to each type
of instrument according to the scope of the service,
financial instrument.

and;-when-providing-thdependentadvice; A firm that provides

independent advice must:

(a)

explain to a client how the service provided satisfies the
conditions for the provision of irvestment-advice-enan
independentbasis independent advice (COBS 6.2B.11R); and

inform a client of the factors taken-into-consideration
considered in the selection process used by the investment
firm firm to recommend-financialnstruments provide its
personal recommendation including, but not limited to, suech
as risks, costs and complexity of the finaneiakinstruments:
financial instruments; and

52(4) When-therange-of financial-nstruments distinguish, in
relation to each type of financial instrument assessed by the

: 5' TR i
independentbasis firm, the range of financial instruments

issued or provided by entities not having any links with the
firm, if the range of financial instruments assessed includes:

Page 121 of 243



FCA 202X/XX
FOS 202X/XX

()  the investmentfirm’s firm s own firanciaHnstruments
financial instruments or those issued or provided by
entities having close links (or any other close legal or
economic relationship) with the investmentfirm-as-weH
as firm; and
othel |s’sue|s. o pnenelen_s which-al e-not I||_|Iee’e| o
Felated E.I'e Hvestment “”“15“3” distinguish l.g' ea_eln
type offinal |_e|al ||||st|u|ne|'|t| Ell'el Fange e_l the I'I”a' _|e|al

i i i #m financial instruments
issued or provided by other issuers or providers which
are not linked or related to the firm.

[Note: article-52(2).(3) and (4} of the Mi \ation]

Record keeping
6.2B.40 G

6.2B.40 G A firm to which SYSC 9 applies is required to keep records of all services,
activities and transactions undertaken by it.

1>

6.2B.40 R In complying with the requirements in SYSC 9, a firm to which those rules

B apply must keep a record of the information provided to each client in
compliance with the rules in this section applicable to MiFID, equivalent
third country and optional exemption business.

6 UK Identified costs that should form part of the costs to be disclosed to
Annex R clients
:

This Annex belongs to GOBS-6-4ZA-14JK COBS 6.1ZA.14R.!

Table 1 — All costs and associated charges charged for the investment service(s)
and/or ancillary services provided to the client that should form part of the
amount to be disclosed.

Cost items to be disclosed Examples

One-off charges | All costs and charges Deposit fees, termination fees
related to the paid to the investment and switching costs2.
provision of an firm firm at the beginning

investment or at the end of the

service provided investment
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service(s) provision of
investment services.

Ongoing charges
related to the
provision of an
investment
service

All ongoing costs and
charges paid to

for their services
provided to the elient
client.

Management fees, advisory fees,
custodian fees.

All costs related
to transactions
initiated in the
course of the
provision of an

All costs and charges that
are related to transactions
performed by the
vestment-firm firm or
other parties.

Broker commissions?, entry- and
exit-charges paid to the fund
manager, platform fees, mark
ups (embedded in the
transaction price), stamp duty,

investment transactions tax and foreign
service exchange costs.
Any charges that | Any costs and charges Research costs.

are related to
ancillary services

that are related to

" :
ancillary services that are
not included in the costs
mentioned above.

Custody costs.

Incidental costs

Performance fees.

Table 2 — All costs and associated charges related to the financial instrument that

should form part of the amount to be disclosed.

Cost items to be disclosed

Examples

One-off charges

All costs and charges
(included in the price or
in addition to the price of
the financtalnstrtiment
financial instrument) paid

to product supphiers

providers at the
beginning or at the end of

the investment in the
. "
financial instrument.

Front-loaded management fee,
structuring fee?, distribution fee.

Ongoing charges

All ongoing costs and
charges related to the
management of the

financial-product

financial instrument that

Management fees, service costs,
swap fees, securities lending
costs and taxes, financing costs.
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are deducted from the
value of the financial
instrument financial
instrument during the
period of the investment
in the financial
instrument financial
instrument.

All costs related | All costs and charges that | Broker commissions, entry- and

to the are incurred as a result of | exit-charges paid by the fund,

transactions the acquisition and mark ups embedded in the
disposal of vestments transaction price, stamp duty,
financial instruments. transactions tax and foreign

exchange costs.

Incidental costs Performance fees.

1 It should be noted that certain cost items appear in both tables but are not
duplicative since they respectively refer to costs of the product and costs of the
service. Examples are the management fees (in Table 1, this refers to management
fees charged by an-rvestmentfirm a firm providing the service of pertfelie
management portfolio management to its elients clients, while in Table 2 this
refers to management fees charged by an investment fund manager to its investor)
and broker commissions (in Table 1, this refers to commissions incurred by the
vestmentfirm firm when trading on behalf of its elients clients, while in Table 2
this refers to commissions paid by investment funds when trading on behalf of the
fund).

2 Switching costs should be understood as costs (if any) that are incurred by
investors clients by switching from one investment-firm firm to another

3 Broker commissions should be understood as costs that are charged by
nvestmentfirms firms for the execution of orders.

4 Structuring fees should be understood as fees charged by manufacturers of
structured investment products for structuring the products. They may cover a
broader range of services provided by the manufacturer.

Note: he M \ation]

Client agreements (MiFID provisions)

Client agreements (MiFID, equivalent third country or optional exemption
business)

Application and purpose provisions
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8A12 R Provistons-inthis chapter marked “URK apply to MiFID optional
exemption-firms-asf-they-were-rules. [deleted]

8A.l3 G In order to provide legal certainty and enable elients clients to better
understand the nature of the services with which they are provided,
vestment-firms firms that provide vestment investment services or
ancillary-serviees ancillary services to ehents clients should enter into a
written basic agreement with the elient client, setting out the essential rights
and obligations of the firm firm and the ehient client.

Note:_recital he Mi Jation]

8A.1.3A G Certain provisions in this section require firms to provide clients with

information ‘in good time’. Guidance on the provision of information ‘in
good time’ can be found in COBS 1.4.2G.

Providing a client agreement: retail and professional clients

8A.14 UK (1) Investment firms providing any investment service or the ancillary
R . .
Sl "'ele |e|Ie||eeI_ to-4h palal graph 1|_e| I a'; 3 ‘Iel SI elledﬁule gl.tg t_lne :
this-Regulation This rule applies to a firm that provides to a client:

@ an investment service; or

(b) the ancillary service in paragraph 1 of Part 3A of Schedule 2
to the Requlated Activities Order (safekeeping and
administration of financial instruments).

(2) A firm shal must enter into a written basic agreement with the elient
client, 1 on paper or in another durable-medium; durable medium.

with the client setting out the essential rights and obligations of the

@) . iding i ice shall e with thi
obligation The requirement in (2) only applies to a firm that provides

investment advice where the firm will undertake a periodic assessment
of the suitability of the finanrciaHnstruments financial instruments or

services recommended isperformed.

(4) The written agreement in (2) shalt must set out the essential rights and
obligations of the parties; firm and the client and shalt must include
the following:

€)) a description of the services, and where relevant the nature
and extent of the-irvestmentadvice any personal
recommendation, to be provided,
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n-case-of portfolio-managementservices; if the services

covered by the agreement include portfolio management:

(i) the types of finaneiakinstruments financial
instruments that may be purchased and sold and;

(i) the types of transactions that may be undertaken on
behalf of the ehient client;-as-weH-as; and

i any instruments or transactions that are prohibited;
and

a description of the main features of any services referred-to
-paragraph--of-Part 3 A6t Sehedule2to-the-Regated
Activities-Order of the type in (1)(b) to be provided,
including where applicable;

(i) the role of the firm firm with respect to corporate
actions relating to ehient client instruments; and

(i) the terms on which seeurities-financing-transactions

securities financing transactions involving ehent
client securities will generate a return for the ehient
client.

Note: astic o i lation]

General requirement for information to clients

whicheveris-the-earhierte A firm must provide that—ehem—eppetennal
chient a client with the-follewing-information:

(@)

(b)

the terms of any sueh agreement for the provision of
investment services or ancillary services; and

the information required by Artiele-47 COBS 6.1ZA.5R and
COBS 6.1ZA.8R relating to that agreement or to those

investment investment services or aneilary-serviees ancillary
services.

The firm must provide the terms and information in (1):

(@

(b)

in good time before the client is bound by the agreement; or

if earlier, before the provision of the relevant investment
services or ancillary services.

[Note: article 46(L) of the Mi Jation]
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8.1.6 UK

() ofdelaying luci » . i1 the client |
received-the-information- [deleted]

[Note: article 46(2)(2A) and-(28) of the Mi \ation]

8A.1.7 UK 46(3) The information referred to in paragraphs-1-te2B-shall COBS
R 8A.1.5R must be provided in a durable-medium durable medium or by

means of a website (where if it does not constitute a durable-medium
durable medium) provided that the cenditions-specified-in-Article-3(2)

website conditions are satisfied.

[Note: article 46(3) of the Mi ration]

Avoiding duplicate information

8A1l8 G (1) Articles-47-to-50-of the MiFID-Org-Regulationregquire Rules in COBS
6.1ZA and COBS 14.3A require a firm to provide a client with
information about:
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(3) Fhereguirementsforfirms-toprovidechents-with-the-information
referred to in (1) are set out at COBS 6.1ZA. [deleted]

[Note: recital 84 to MiFID]

Record keeping: client agreements

UK 73 Records which set out the respective rights and obligations of the

R vestmentfirm firm and the elient client under an agreement to provide
services, or the terms on which the fiem firm provides services to the elient
client, shall must be retained for at least the duration of the relationship
with the elient client.

INote: artic! he M \ation]

Suitability (MiFID and insurance-based investment products provisions)

Application and purpose

R “I TR ‘ ,
exemmmn%uﬁn%&a&ﬂhewmwmm

G Theoffeckof GEN22.20AR isthat provisionsn-hive
vestmentHrm-as-H-they-wererules: [deleted]

Assessing suitability: the obligations
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Assessing the extent of the information required: MiFID business

UK 542 - nvestmentfirms-shall A firm must:

R

(1)

determine the extent of the information to be eoHeeted obtained from
chients a client in light of all the features of the investment-advice-or
portfolio-management-services service to be provided to these-ehients:

that client; and

tnvestment-firms-shal obtain from elients-er-petential-chents the

client such information as is necessary for the firm firm to understand
the essentlal facts about the ehent client and to have a reasonable
basis for determining, giving due consideration to the nature and
extent of the service provided, that the specific transaction to be
recommended, or entered into in the course of providing a pertfelie

managemem portfolio management service;satisfies-the-felowing

@) # meets the investment objectives of the elient client in
question, including ekents their risk tolerance;

(b) # is such that the elient client is able financially to bear any
related investment risks consistent with his their investment
objectives; and

(© # is such that the ehient client has the necessary experience
and knowledge in order to understand the risks involved in
the transaction or in the management of his their portfolio.

[Note: article-54(2) of the-Mi Jation]

Professional clients: MiFID business

54(3) Where an investment firm provides an investment service to If the
client is a-professional-chient a professional client #-shal-be-entitled-te the
firm can assume that;

Uk
R

)

in relation to the products, transactions and services for which it is so
classified, the elient client has the necessary level of experience and

knowledge for the purposes of peint{e}-ofparagraph-2. COBS
9A.2.4R(2)(c); and

assume (m relation to the DI’OVISIon of investment adV|ce to a per se

professional client only) for the purposes of peinrt(b)-ofparagraph-2
COBS 9A.2.4R(2)(b), that the ehient client is able financially to bear
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any related investment risks consistent with the investment objectives
of that ehent client.

[Note: article-54(3)-of the Mi Jation]

Obtaining information about knowledge and experience: MiFID business

9A.2.6 UK 55(1) nvestmentfirmsshal-ensure-thatthe The information regarding a
R chient’s-orpotential-elient’s client’s knowledge and experience in the
investment field includes-the-foHlewing must include, to the extent

appropriate to the nature of the ehlient client, the nature and extent of the
service to be provided and the type of product or transaction envisaged,
including their complexity and the risks involved, information on:

&) the types of service, transaction and firaneiaHnstrument financial
instrument with which the elient client is familiar;

Q)

{b) the nature, volume, and frequency of the ekent’s client’s transactions

(2) in finaneiaHnstruments financial instruments and the period over
which they have been carried out;

the level of education, and profession or relevant former profession of

the ehient-er-potential-client client.
E - articl 1) of o . lation]

BE

Obtaining information about a client’s financial situation: MiFID business

9A.2.7 UK 54(4) The information regarding the financial situation of the elient-or

R potential-chentshal client must include, where relevant, information on the
source and extent of his their regular income, his their assets, including
liquid assets, investments and real property, and his their regular financial
commitments.

[Note: article-54(4) of the-Mi Jation]

Obtaining information about a client’s investment objectives: MiFID business

9A.2.8 UK 54(5) The information regarding the investment objectives of the elient-or

R potential-chent-shal client must include, where relevant, information on the
length of time for which the-elient-wishes they wish to hold the investment,
his their preferences regarding risk taking, his their risk profile, and the
purposes of the investment.

[Note: article 54(5) of the Mi ration]
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Reliability of information: MiFID business

9A.29 UK (1) 54(Hnvestmentfirmsshall A firm must take reasonable steps to

R ensure that the information collected about theirclients-orpotential
ehents its clients is reliable.

(2) Fhis-shal The steps in (1) must include, but shal are not be limited
to;-the-folewing:

€)) ensuring ehents clients are aware of the importance of
providing accurate and up-to-date information;

(b) ensuring all tools, such as risk assessment profiling tools or
tools to assess a ehent’s client’s knowledge and experience,
employed in the suitability assessment process are fit-for-
purpose and are appropriately designed for use with their
chients the firm s clients, with any limitations identified and
actively mitigated through the suitability assessment process;

(© ensuring questions used in the process are likely to be
understood by ehients clients, capture an accurate reflection of
the elient’s client’s objectives and needs, and the information
necessary to undertake the suitability assessment; and

(d) taking steps, as appropriate, to ensure the consistency of
ehent client information, such as by considering whether
there are obvious inaccuracies in the information provided by
ehents clients.

[Note: article-54(7)-of the Mi \ation]

Maintaining adequate and up-to-date information: MiFID business

9A.2.10 UK 54(Htnvestmentfirms-having If a firm has an on-going relationship with
R thechient a client, such as by providing an on-going advice or pertfelio

management-serviee portfolio management, shal it must have, and be able
to demonstrate, appropriate policies and procedures to maintain adequate
and up-to-date information about elents that client to the extent necessary
to fulfil the requirements under paragraph2 COBS 9A.2.4R.

[Note: article-54(7) of the-Mi Jation]

Discouraging the provision of information: MiFID business

9A.2.11 UK 55(2)Aninvestmentfirm-shall A firm must not diseedrage encourage a
R chient-or-potential-clientfromproviding client not to provide information
required for the purposes of fCOBS 9A.2.1R and-COBS-10A21R].

[Note: article 55(2) of the Mi ration]
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Reliance on information: MiFID business

9A.2.12 UK 55(3)An-investmentfirm-shall-be A firm is entitled to rely on the
R information provided by its elients-er-potential-clients clients unless it is

aware or ought to be aware that the information is manifestly out of date,
inaccurate or incomplete.

[Note: article-55(3)-of the Mi Jation]

Insufficient information: MiFID business

9A.2.13 UK

R er—peﬁ#eh&management—&nw;estmem—ﬁm If a flrm does not obtam the
information required under fCOBS 9A.2.1R}, the-firm-shall it must not

recommend investmentservices investment services or financial
instrments financial instruments to the elient-orpotential-chient client.

[Note: article-54(8)-of the Mi \ation]

Identifying the subject of a suitability assessment: MiFID business

9A.2.15 UK (1) 54(6)Whereachent If aclient is a legal person or a group of two or
R more natural persons, or where if one or more natural persons are

B represented by another natural person, the investmentfirm-shal firm
must establish, record and implement a policy which sets out:

(a as-te who should be subject to the suitability assessment; and

(b) how this the suitability assessment will be done in practice,
including from whom information about knowledge and
experience, financial situation and investment objectives
should be collected. Fhe-investment-Firm-shalrecord-this

pohey:
(2) For the purposes of (1):

@ Where if a natural person is represented by another natural
person erwhere, the financial situation and investment
objectives to be considered must be those of the underlying
client rather than of the representative. However, the
knowledge and experience must be that of the representative
or the person authorised to carry out transactions on behalf of
the underlying client; and

(b) if a legal person havingrequested-treatment-as-professional
lient i I f F Sohadul Iati
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assessment is an elective professional client, the financial
situation and investment objectives shall to be considered
must be those of the legal person er-r+relation-to-the-patural
person, the underlying client rather than of the representative.
The knowledge and experience shalt must be that of the
representative-of the-natural-persen-or-the person authorised
to carry out transactions on behalf of the underhying-chent
client.

[Note: article 54(6) of the Mi Jation]

Switching: MiFID business

9A.2.18 UK 5411 When providing investment-advice investment advice or portfelio
R management-services portfolio management to retail clients that irvelve
- involves switching investments, either by selling an instrument and buying
another or by exercising a right to make a change in regard to an existing
instrument, investment-firms-shall a firm must collect the necessary
information on the elient’s client’s existing #vestments financial
instruments and the recommended new investments financial instruments

and shaH undertake an analysis of the costs and benefits of the switch, such
that they are reasonably able to demonstrate that the benefits of switching
are greater than the costs.

Adequate policies and procedures: MiFID business

9A.2.19 UK 54(9)tnvestmentfirms-shalt A firm must have in place, and be able to
R demonstrate, adequate policies and procedures in-place to ensure that they

B understand:

(1) it understands the nature; and features, including the costs and risks,
of nvestmentservices the investment services and finrancial
nstruments financial instruments selected for their—chients its clients;
and

(2) thatthey-assess; while taking into account cost and complexity, it
assesses Whether equivalent vestmentserviees investment services

or financial-Hnstryments-can financial instruments could meet their
chient’s its client’s profile.

[Note: article 54(0) of the Mi ration]
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Unsuitability: MiFID business

Uk
R

54(10) When providing the-thrvestment-service-of thvestmentadvice

investment advice or pertfelio-management; portfolio management an
vestmentfirm-shal a firm must not recommend or decide to trade where

none of the services or instruments are suitable for the elient client.

[Note: article 54(10) of the Mi \ation]

Guidance on assessing suitability: MiFID business and insurance-based
investment products

G

p;ewded A f|rm that prowdes investment adwce or portfolio manaqement
services (in whole or in part) through an automated or semi-automated

system;-the-respensibility-to-undertake remains responsible for the

suitability assessment shal-He-with-the-investment-firm-providing-the
service-and-shal-net-bereduced required by this section. That obligation is

not affected by the use of an electronic system in making the personal
recommendation personal recommendation or decision to trade.

Information to be provided to the client

Explaining the reasons for assessing suitability: MiFID business

UK (1) 54@)nvestmentfirmsshall A firm must not create any ambiguity or

R

confusion about their its responsibilities in the process when assessing
the suitability of investmentservices investment services or financiat
instruments financial instruments in accordance with fCOBS
9A.2.1R}.

(2) When undertaking the suitability assessment, the-firm-shal a firm
must inform ehients-or-petential-chients the client, clearly and simply,

that the reason for assessing suitability is to enable the firm firm to act
in the elient’s client s best interest.
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Note: f b of article 541} of the Mi lation]

Providing a suitability report: MiFID business

9A.3.3 UK (1) 54(12) When providing iavestmentadvicetnvestmentfirms-shal

R

9A33A R

investment advice to a retail client a firm must provide the client with
a report te-theretatl-chient that includes an outline of:

(@ the advice given and how the recommendation provided is
suitable for theretat-chient them-including;

(b) how # the recommendation meets the-ekent’s their objectives
and personal circumstances with reference to:

(i) the investment term required;;
(i) chient’s their knowledge and experience; and
(iii)  ekent’s their attitude to risk and capacity for loss.

Investmentfirms-shall-draw-chients™attention-to-and shall A firm must
include in the suitabitty-report suitability report information on
whether the recommended services or instruments are likely to
require the retat-chient retail client to seek a periodic review of their
arrangements, and draw the client’s attention to this information.

Where-an-avestment-firm Paragraph (4) applies to a firm that
provides a service that-tvelves involving periodic assessments of
suitability.

Following the first suitability report provided to the client at the

commencement of the service, any assessments-and-reports;the
subsequent reports: after-the-tnitial-serviceis-established

(a) may need only cover changes in:
(i) the relevant services or instruments; velved-andior
(i) the circumstances of the elient client; and

(b) may-het need not te repeat all of the details-of information in
the first report.

[Note: article 54(12) of the Mi \ation]

Guidance on suitability reports
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9A35 G
[ - rocital I . lation]
9A.3.5A G Certain provisions in this section require firms to provide clients with

information ‘in good time’. Guidance on the provision of information ‘in
good time’ can be found in COBS 1.4.2G.

Periodic assessments: MiFID business

9A.3.8 UK (1) 52(5) tnvestmentsfirmsprowviding This rule applies to a firm that

R provides a client with a periodic assessment of the suitability efthe

B recommendationsprovided pursuant to Article 54{12} COBS
9A.3.3R.

(2) The firm must shaH disclose al-efthefeHowing to the client:

@ the frequency and extent of the periodic suitability
assessment and, where relevant, the conditions that trigger
that assessment;

(b) the extent to which the information previously collected will
be subject to reassessment; and

(©) the way in which an updated recommendation will be
communicated to the ehient client.

[Note: article 52(5) of the-Mi Jation]

9A39 UK (1) 54E3)Investmentfirms A firm providing a periodic suitability
R assessment shall must review;-in-order-to-enhance-the-service; the

suitability of the recommendations given at least annually.

(2) The frequency of this the periodic suitability assessment shall must be
increased depending-on where appropriate by reference to the risk
profile of the ehient client and the type of firanetaltrstruments
financial instruments recommended.

[Note: article 54(13) of the Mi \ation]

9A.4 Record keeping and retention periods for suitability records

9A42 R
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Record keeping: MiFID business

9A4.2A R In complying with the requirements in SYSC 9, a firm to which those rules

10

10.1

10.1.2

10A

apply must keep a record of:

(1) its compliance with the rules in COBS 9A.2 and COBS 9A.3
applicable to MiFID, equivalent third country and optional exemption
business in respect of each assessment of suitability it undertakes;

(2) its compliance with COBS 9A.3.6R in informing each client to which
it provides investment advice whether it will provide a periodic
assessment of suitability; and

(3) inrespect of investment advice provided to a retail client:

(a) the time and date on which the investment advice was
provided;

(b) the financial instrument that was recommended; and

©) the suitability report provided to the client.

Appropriateness (for non-advised services) (non-MiFID and non-insurance-
based investment products provisions)

Application
R
( TFherulesinthis-ehapteralso-apply-to:
2
)
(a) a TP firm (to the extent that the rule does not already apply to
such-aTP-firmas-aresult of GEN-2.2.26R);and
§b ibealtart i I hat t lo.d lroad
[deleted]

[Editor’s note: The application of this sourcebook to TP firms and Gibraltar-based
firms is now addressed in COBS 1 Annex 2.]

Appropriateness (for non-advised services) (MiFID and insurance-based
investment products provisions)
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Application
Application
R = 1 1Q3 1 1 113 ?

ﬁ%m—as—#—they—we#e—mle& |de|eted |

Assessing appropriateness: the obligations

Assessing a client’s knowledge and experience: MiFID business

UKk (1) 56 )nvestmentfirms;-shall When assessing appropriateness, a firm
R must determine whether that-elient the client has the necessary

experience and knowledge in order to understand the risks involved in
relation to the product or irvestmentservice investment service
offered or demanded when-assessing-whether-an-vestment-service
asreferred-to-in-fCOBSAOA AR Hsappropriatefora-chent.

(2) Aninvestmentfirm-shal-be-entitledte A firm may assume that a

professional-chient professional client has the necessary experience
and knowledge in order to understand the risks involved in relation to

those-particular-investmentservices the investment services or
transactions, or types of transaction or product, for which the-ehientis

they are classified as a prefessional-client professional client.
[ articl 1) of 4 . lation]

Information regarding a client’s knowledge and experience: MiFID business

UK (1) 55 )nvestmentfirms-shal-ensure-that For the purposes of COBS
R 10A.2.1R, the information regarding a elient’s-or-potential-client’s

client’s knowledge and experience in the investment field includes the

involved information on:

€)) the types of service, transaction and finaneiakinstrument
financial instrument with which the ehient client is familiar;
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10A.2.6

10A.2.8
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(b) the nature, volume; and frequency of the elient’s client’s
transactions in financtalnstruments financial instruments
and the period over which they have been carried out; and

(c) the level of education; and profession or relevant former

profession of the elient-orpotential-client client.

(2) The information requirements in (1) apply to the extent appropriate
to:

(@ the nature of the client;

(b) the nature and extent of the service to be provided; and

©) the type of product or transaction envisaged, including its
complexity and the risks involved.

[Note: article 55(1) of the Mi \ation]

Discouraging the provision of information: MiFID business

Uk
R

55(2)-An-investment-firm-shal A firm must not discourage a elient-or
potential-chient client from providing information required for the purposes

of {cOBS9A21Rand COBS 10A.2.1R}.
E _articl 2 of 4 . - lation]

Reliance on information: MiFID business

Uk
R

55@)}-An-investment-firm-shall-be A firm is entitled to rely on the
information provided by #s-clients-or-petential-chents a client unless it is

aware or ought to be aware that the information is manifestly out of date,
inaccurate or incomplete.

[Note: article-55(3)-of the Mi \ation]

Knowledge and experience: MiFID business and insurance-based investment
products

G

Depending on the circumstances, a firm may be satisfied that the client’s
knowledge alone is sufficient for him them to understand the risks involved
in a product or service. Where reasonable, a firm may infer knowledge
from experience.

Increasing the client’s understanding: MiFID business and insurance-based
investment products
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10A29 G If, before assessing appropriateness, a firm seeks to increase the client’s
level of understanding of a service or product by providing information to
him them, relevant considerations are likely to include the nature and
complexity of the information and the client s existing level of
understanding.

10A.4 Assessing appropriateness: when it need not be done due to type of
investment

Other non-complex financial instruments

10A4.2 UK 57 A financial instrument which is not explicitly specified in [COBS
R 10A-4-1R(2)} shal-becensidered-as A financial instrument is non-complex
for the purposes of paragraph-(2}H-of thatrule COBS 10A.4.1R(2)(f) if it

satisfies the following criteria:

@) itd Eall withi icle 2(1)(24)(e) of lation (EL!
(1) 6002014-orparagraphs-d-to-H-of Partl-of Sehedule 2 to-the
Regulated Activities Order 1t is not:

(a a derivative;

(b) a security giving the right to acquire or sell a transferable
security or giving rise to a cash settlement determined by
reference to transferable securities, currencies, interest rates
or yields, commodities or other indices or measures; or

() an emission allowance;

{b) there are frequent opportunities to dispose of, redeem, or otherwise

(2) realise that instrument at prices that are publicly available to market
participants and that are either market prices or prices made available,
or validated, by valuation systems independent of the issuer;

fe} itdoes not involve any actual or potential liability for the elient client

(3) that exceeds the cost of acquiring the instrument;

{d) it does not incorporate a clause, condition or trigger that could

(4) fundamentally alter the nature or risk of the iavestment financial
instrument or pay out profile, such as nvestments a financial
instrument that ireerporate incorporates a right to convert the
instrument it into a different investment;

{&) it does not include any explicit or implicit exit charges that have the

(5) effect of making the investment financial instrument illiquid even

though there are technically frequent opportunities to dispose of,
redeem or otherwise realise it; and
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adequately comprehensive information on its characteristics is
publicly available and is likely to be readily understood so as to
enable the average retat-client retail client to make an informed
judgment as to whether to enter into a transaction in that instrument.

[Note: artic)  the M \ation]

=3

10A.7 Record keeping and retention periods for appropriateness records

Record keeping: MiFID business

10A.7.2 YK (1) 562 Hnvestmentfirmsshal A firm must maintain records of the
R appropriateness assessments uhdertaken-which-shalHnelude-the

B feHowing: it undertakes.

(2) The records maintained under (1) must include:

@ the result of the appropriateness assessment;

(b) any warning given to the-chent a client:

(i) where-the-irvestment-serviee that an investment
service or product purehase-was had been assessed as
potentially inappropriate for the-chient-whetherthe

the “E"“I"'Ig E"]'.EI ”’I|e|ea|s|sllealale ”l'el El'e. II H']e e
transaction them; or

(i) that the client did not provide sufficient information
to enable the firm to undertake an appropriateness
assessment:

© N he cliont where the client did

licable.whether the & the cliont
proceed-with-the-transaction whether the client asked to

proceed with a transaction despite being given a warning in

(b); and

(d) if applicable, whether the firm accepted the client’s request to
proceed with a transaction despite being given a warning in

(b).
i . .
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11 Dealing and managing
111 Application

General application

11.1.2 R

13 2 H

they-were-rules: [deleted]

11.1.2A G Certain provisions in this chapter require firms to provide clients with

information ‘in good time’. Guidance on the provision of information ‘in
good time’ can be found in COBS 1.4.2G.

Application of section on personal account dealing

11.1.4 The section on personal account dealing applies to the designated investment
business of a firm in relation to activities carried on from an establishment
establishment in the United Kingdom.

11.2A Best execution — MiFID provisions

112A1 R (1) Subjectto(2)to(4) thefollowingprovisions-apply-to-afirm’s
e st D b gt s,

& provistorw it chaptermarkod—HHS [deleted]

(4)

(5) Where a firm that provides the service of portfolio management or
reception and transmission of orders also executes the orders received
or the decision to deal on behalf of its client’s portfolio:

(a it must comply with COBS 11.2A.8R and COBS 11.2A.25R;
and

(b) COBS 11.2A.34R does not apply.

Application of best execution obligation
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[Note: recital he Mi lation]

Best execution criteria

UK (1) 643 When A firm must, when executing ehient client orders,

nvestmentfirms-shall take into account the following criteria for
determining the relative importance of the factorsreferred-to-in

fEOBS112A2R] execution factors:

@ the characteristics of the ehient client, including the
categorisation of the ehent client as retail or professional;

(b) the characteristics of the ehient client order, including where

the order involves a seeurities-financing-transaction{SFH

securities financing transaction;

(©) the characteristics of firancianstruments financial
instruments that are the subject of that order;

(d) the characteristics of the exeeution-venues execution venues
to which that order can be directed.

An-investmentfirm A firm satisfies its ebhigation-under{COBS
possible-resultfora-client MiFID best execution obligation to the

extent that it executes an order or a specific aspect of an order
following specific instructions from the ehient client relating to the
order or the specific aspect of the order.

Inrvestment-firms-shalk A firm must not structure or charge their its
commissions in such a way as to discriminate unfairly between
exeettion-venues execution venues.

Page 143 of 243


https://11.2A.9R
https://11.2A.3G
https://11.2A.2R
https://11.2A.2R

11.2A1

11.2A.1

11.2A1

11.2A1

11.2A.2
5
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(4) When A firm must, when executing orders or taking decision
decisions to deal in ©FC OTC products including bespoke products,
the-investmentfirm-shal check the fairness of the price proposed to
the ehient client, by gathering market data used in the estimation of
the price of such product and, where possible, by comparing with
similar or comparable products.

Role of price
G

[ - rocital I . lation]
G

E - rocital I . lation]

Following specific instructions from a client

[Note: recita e M \ation]

Execution policies

Uk (1) 66 tnvestmentfirmsshall A firm must reviews; its order execution

R policy and order execution arrangements:

(@ at least on an annual basis; and

asl ulule”I as ltlnen 9'.de|' e;eeeul Hon anangelne_ntls lSuell AFEVIOW
defined-in-Article-65(H-eeeurs upon occurrence of a material
change that affects the firms firm s ability to continue to
obtain the best possible result for the execution of its ehient
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client orders on a consistent basis using the venues included
in |ts execution policys,

. fiemn shall hetl il ol I
oceurred-and-shall and as part of such review, must consider making

changes to the relative importance of the best-executionfactors

execution factors in meeting the-everarching-best-execution
reguirement its MiFID best execution obligation.

The information on the execution policy shal must be customised
depending on the class of finaneialnstrument financial instrument
and type of the service provided and shal must include information
set out in paragraphs 3-te-9 (3) to (9).

tnvestmentfirms-shal A firm must provide ehients clients, in a
durable medium (or by means of a website, in accordance with the
website conditions to the extent it is not a durable medium), with the
following details on their its execution policy in good time prior to
the provision of the service:

@ in compliance with COBS 11.2A.8R(1), an account of the
relative importance the vestmentfirm firm assigns-—+h

accordance-with-thecriteria-specifiedin-Article 59(1); to the
factorsreferredto-iR{COBS11-2A2R] execution factors, or

the process by which the firm firm determines the relative
importance of those factors:;

(b) a list of the execution-venues execution venues on which the
firm firm places significant reliance in meeting its ebhgation
ke all ol biai 4 basis {

bestpossiblereswltforthe-execution-of chientorders MiFID
best execution obligation and specifying which exeecution

vendes execution venues are used for each class of financial
instruments financial instruments, for retail-chient retail client
orders, professional-chient professional client orders and SFFs
securities financing transactions;

(©) a list of factors used to select an exeeution-venue execution
venue, including qualitative factors such as clearing schemes,
circuit breakers, scheduled actions, or any other relevant
consideration, and the relative importance of each factor;.
The information about the factors used to select an exeeution
venude execution venue for execution shal must be consistent
with the controls used by the firm firm to demonstrate to
clients clients that best execution has been achieved # on a
consistent basis when reviewing the adequacy of its policy
and arrangements;

(d) how the exeecution-factors execution factors of price costs,
speed, likelihood of execution and any other relevant factors

Page 145 of 243


https://11.2A.2R

(4)

(5)

(6)

FCA 202X/XX
FOS 202X/XX

are considered as part of all sufficient steps to obtain the best
possible result for the elient client;

(e) where applicable, information that the firm firm executes
orders outside a trading-venue trading venue, the
consequences, for example counterparty risk arising from
execution outside a trading venue, and upon ehent client
request, additional information about the consequences of this
means of execution;

()] a clear and prominent warning that any specific instruction
from a ehient client may prevent the firm firm from taking the
steps that it has designed and implemented in its execution
policy to obtain the best possible result for the execution of
those orders in respect of the elements covered by those
instructions;

(9) a summary of the selection process for execution-venues
execution venues, execution strategies employed, the
procedures and process used to analyse the quality of
execution obtained and how the firms firms monitor and
verify that the best possible results were obtained for elients
clients.

Where investment-firms-apply a firm applies different fees depending
on the execution~vende execution venue, the firm-shal firm must

explain these differences in sufficient detail in order to allow the
chient client to understand the advantages and the disadvantages of the
choice of a single exeeution-venue execution venue.

Where investment-firms-avite elients a firm invites clients to choose
an execution-venue execution venue, fair, clear and not misleading
information shalt must be provided to prevent the ehient client from
choosing one execution-venue execution venue rather than another on
the sole basis of the price policy applied by the firm firm.

Inrvestment-firms-shal A firm must only receive third-party payments
that comply with fCOBS23A5R-COBS2.3A.6R-and-COBS
2:3A-7E} the rules in COBS 2.3A and shal must inform elients clients
about the inducements that the firm firm may receive from the
execution-venues execution venues. The information shal must
specify the fees charged by the iavestment-firm firm to all
counterparties involved in the transaction, and where the fees vary
depending on the ehient client, the information shalt must indicate the
maximum fees or range of the fees that may be payable.
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(7) Where aninvestment-firm a firm charges more than one participant in
a transaction, in compliance with fEOBS2.3A-5R,-COBS2:3A-6R
and-COBS-2.3A-7E] the rules in COBS 2.3A, the firm-shal firm must
inform its ehient client of the value of any monetary or non-monetary
benefits received by the firm firm.

(8) Where a ehient client makes reasonable and proportionate requests for
information about its policies or arrangements and how they are
reviewed to an-avestmentfirm a firm, that irvestment-firm-shall firm
must answer clearly and within a reasonable time.

(9) Where annvestment-firm a firm executes orders for retail-chients
retail clients, it shalt must provide those ehients clients with a
summary of the relevant policy, focused on the total cost they incur.

G

i - recital 99 to-the MiFID-Org Regulation]
G

E - rocital 09 to ! . - lation]
G

E - rocital 108 to ! . : lation]
G

i - recital- 105 to- the MiFHD-Org Regulation]
G

Note: recital he i lation]

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

the—best—mte#ests%f—themelwms A f|rm that prowdes portfollo
management services must comply with the client’s best interests rule
when placing orders with other entities persons for execution that
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result from decisions by the investmentfirm firm to deal in finaneial
astrments financial instruments on behalf of its elient client.

Investment-firms-when-providing A firm that provides the service of

reception and transmission of orders, shal must comply with the
obligation under [COBS 2.1.1R] to act in accordance with the best
interests-of theirclients the client’s best interests rule when
transmitting ehient client orders to other entities persons for
execution.

In order to comply with the client’s best interests rule in the way
described in paragraphs o2 (1) or (2), irvestment-firms-shal a firm
must comply with paragraphs 4-te7-efthis-Article-and-Article-64(4)
(4) to (8).

Investment-firms-shall A firm must take all sufficient steps to obtain
the best possible result for their-ehents its client, taking into account

the factors referred to in Article 27(1) of Directive 2014/65/EU. The
execution factors, the relative importance of these-factors-shalt which

must be determined by reference;

(a to the eriteria-set-out-in-Article-64(1) execution criteria; and;

(b) for retatl-clients retail clients, to thereguirement-under
Article 27{1)-of Directive 2014/65/EY COBS 11.2A.9R.

An-investmentfirm A firm satisfies its obligations under paragraph 4
or2 (1) or (2), and is not required to take the steps mentioned in this
paragraph, to the extent that it follows specific instructions from its
ehent client when placing an order with, or transmitting an order to,
another entity for execution.

Inrvestment-firms-shalk A firm must establish and implement a policy
that enables them it to comply with the-eblgation-in paragraph 4 (4).
The policy shal must identify, in respect of each class of instruments,
the entities persons with which the orders are placed or to which the
vestmentfirm firm transmits orders for execution. The entities
persons identified shal must have execution arrangements that enable
the iavestmentfirm firm to comply with its obligations under this
Axticle rule when it places or transmits orders to that entity person for
execution.

Ihvestment-firms-shall A firm must provide information to their its
chients clients on the policy in (5) and its execution policy established

in accordance with paragraph-5-and paragraphs2-to-9-of Article 66
COBS 11.2A.25R(2) to (9). rvestment-firms-shal The firm must

provide ehents clients with appropriate information about the firm
firm and its services and the entities persons chosen for execution.

Upon reasonable request from a ehient client, investment-firms-shall a
firm must provide its ehients clients or potential elients clients with
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(8)
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information about entities where the orders are transmitted or placed
for execution.

hvestmentfirms-shall A firm must:

(a)

monitor on a regular basis the effectiveness of the its policy
established in accordance with paragraph 5 (5) and, in
particular, shal-menitor the execution quality of the entities
identified in-thatpekiey and, where appropriate, correct any
deficiencies:;

Investment-firms-shall review the-pohiey its order execution
policy and order execution arrangements at least annually-
Such-a-review-shal-alse-be-carried-out and whenever a
material-change material change occurs that affects the firm’s
firm’s ability to continue to obtain the best possible result for
their-chents: its clients;

Investment-firms-shall assess whether a material-change
material change has occurred and shall must consider making
changes to the execution-venues execution venues or entities
persons on which they-plaee it places significant reliance in
meeting the-overarching-best-execution-requirement its

MIFID best execution obligation.

2014/65/EJ-shal-apphy- When executing client orders or taking

decisions to deal in OTC products, including bespoke products, the

firm must check the fairness of the price proposed to the client by

gathering market data used in the estimation of the price of such

product and, where possible, by comparing with similar or

comparable products.
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INote: recital he Mi lation]

Client order handling

General principles

1131A R

11.3.2A

11.3.3

11.3.4A

1)

)

(3)

Subjeet E,e E|29 ot 1) Im F’hlis eha'p. ter plfe‘.*swﬁs m_a;kled Uk aislpbl
[deleted]

. hich derive f ital . I .
Regulatton-apphy-to-alHrms-as-gutdance: [deleted]

ton; COBS 11.3.4AR does not apply to a UCITS management

company.

Carrying out client orders

UK 674 Hnvestmentfirms-shall-satisfy-the folloewing-conditions A firm must
when carrying out ehient client orders:

R

G

2

(1)
(o)
(2)

BE

ensure that orders executed on behalf of elients clients are promptly
and accurately recorded and allocated;

carry out otherwise comparable elient client orders sequentially and
promptly unless the characteristics of the order or prevailing market
conditions make this impracticable, or the interests of the elient client
require otherwise;

inform a retatl-client retail client about any material difficulty
relevant to the proper carrying out of orders promptly upon becoming
aware of the difficulty.

[Note: recita e M \ation]

Settlement of executed orders

Uk
R

672 Where an-investmentfirm a firm is responsible for overseeing or
arranging the settlement of an executed order, it shal must take all
reasonable steps to ensure that any elent-financial-instruments client
financial instruments or ehentfunds client money received in settlement of

Page 150 of 243



FCA 202X/XX
FOS 202X/XX

that executed order are promptly and correctly delivered to the account of
the appropriate ehent client.

Use of information relating to pending client orders

11.35A UK 673)Aninvestmentfirm-shall A firm must not misuse information

R

11.3.6 G

relating to pending elient client orders, and shalt must take all reasonable
steps to prevent the misuse of such information by any of its relevant
persons relevant persons.

Without prejudice to the Market Abuse Regulation, for the purposes of the
provision on the misuse of information (see GOBS-113-5AEU COBS
11.3.5AR), 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.

[Note: recital he Mi lation]

Aggregation and allocation of orders

11.3.7A VK 68{Hnvestmentfirmsshall A firm must not carry out a elient client order

R

1137B R

or a transaction for own account in aggregation with another elient client
order unless the following conditions are met:

it is unlikely that the aggregation of orders and transactions will work
overall to the disadvantage of any ehient client whose orders is are to
be aggregated;

E®

it is disclosed to each elient client whose order is to be aggregated
that the effect of aggregation may work to its disadvantage in relation
to a particular order; and

BE

the firm has established and effectively implemented an order
allocation policy is-established-and-effectively-implemented,
providing which provides for the fair allocation of aggregated orders
and transactions, including how the volume and price of orders
determines allocations and the treatment of partial executions.

BE

A management company must ensure that the order allocation policy

referred to inarticle 68(1){c) of the MiFID Org Regulation, reproduced at
COBS113-7AUK; COBS 11.3.7AR(3) is in sufficiently precise terms.

[Note: article 28(1) of the UCITS implementing Directive]
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Partial execution of aggregated client orders

Uk
R

68(2) Where an-investmentfirm a firm aggregates an order with one or
more other elient client orders and the aggregated order is partially
executed, it shal must allocate the related trades in accordance with its
order allocation policy.

Aggregation and allocation of transactions for own account

Uk
R

UK
R

Uk
R

G

69-(L-Investmentfirms A firm which have has aggregated transactions for
own account with one or more elient client orders shall must not allocate

the related trades in a way that is detrimental to a elient client.

(1) 692 Where an-nvestmentfirm a firm aggregates a ehient client
order with a transaction for own account and the aggregated order is
partially executed, it shalt must allocate the related trades to the ehient
client in priority to the firm firm.

(2) Where an-investmentfirm a firm aggregates a ehent client order with
a transaction for own account and the aggregated order is partially
executed, it shal must allocate the related trades to the elient client in
priority to the firm firm. Where an-nvestmentfirm the firm is able to
demonstrate on reasonable grounds that without the combination it
would not have been able to carry out the order on such advantageous
terms, or at all, it may allocate the transaction for own account
proportionally, in accordance with its order allocation policy referred

to in Article-68(1)e)} COBS 11.3.7AR(3).

69-(3} As part of the order allocation policy referred to in Article-68(1)}{€)
COBS 11.3.7AR(3), investmentfirms-shal a firm must put in place

procedures designed to prevent the reallocation, in a way that is detrimental
to the elient client, of transactions for own account which are executed in
combination with elient client orders.

INote: recital he Mi \ation]

Transposition of client order handling provisions in the UCITS Implementing
Directive

G

(1) This section applies to a UCITS management company as a result of
COBS 18.5B.2R.
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(3) Some of these the provisions in this chapter were-used-te transpose
provisions of the UCITS implementing Directive, as set out in the

table below:
MiFID Org COBS 11.3 provision UCITS implementing
Regulation Directive transposition
e

article 67(1) COBS1L32AUK COBS | article 27(1) second
11.3.2AR paragraph

article 67(3) COBS 11.3.5AUK COBS | article 27(2)
11.3.5AR

article 68(1) COBS 113 7AUK COBS | article 28(1)
11.3.7AR, as modified by
COBS 11.3.7BR

article 68(2) COBS1138AUK COBS | article 28(2)
11.3.8AR

article 69(1) COBS 11.3.9AUK COBS | article 28(3)
11.3.9AR

article-69(2) COBS113-10AUK COBS | article 28(4)
11.3.10AR

11.3.15 R A firm subject to COBS 11.3.2AR to COBS 11.3.13G must retain the
records it is required to make under those rules.

114 Client limit orders
Obligation to make unexecuted client limit orders public

114.-1 R } = i -
than-MiFHBD-Busiress-as-H-they-wererules: [deleted)

How client limit orders may be made public

11.43A UK A elient client limit order in respect of shares shares admitted to
R trading on a regulated market or traded on a trading venue which
- have not been immediately executed under prevailing market
condition conditions as referred to in COBS 11.4.1R shal-be is
considered available to the public when the investment firm has
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submitted the order for execution to a regulated market or a MTF
or the order has been published by a person person authorised to
provide datareperting-services data reporting services under the
DRS Regulations and can be easily executed as soon as market
conditions allow.

Record keeping: client orders and transactions

R 1) ) inthi .. x e
[deleted]

(2)  Previstons-tthi-chapterswhicharemarked—Hde This section

does not apply to corporate finance business carried on by a firm
which is not a MiFID investment firm.

Recording initial orders received from clients

UK (1) FAninvestmentfirm-shall A firm must, in relation to every initial
R order received from a ehent client and in relation to every initial
decision to deal taken, immediately record and keep at the disposal

of the competent-authority FCA at least the details set out in
this-Regulation COBS 11.5A.4R to the extent they are applicable
to the order or decision to deal in question.

(2)  Where the details set out in Section-t-of-Annex/to-this
Regulation COBS 11.5A.4R are also prescribed in requirements
imposed by or under Articles 25 and 26 of Regulation No (EU)
600/2014, these details should be maintained in a consistent way
and according to the same standards prescribed in requirements
imposed by or under Articles 25 and 26 of Regulation No (EU)
600/2014.

Record keeping in relation to transactions and order processing

UK (1) 7sinvestmentfirmsshall A firm must, immediately after receiving
R a client order or making a decision to deal to the extent they are
- applicable to the order or decision to deal in question, record and

keep at the disposal of the eempetentauthority FCA at least the
details set out in Seetion2-6f-Annex/freproduced-below-at
COBS115A5UK] COBS 11.5A5R.

(2)  Where the details set out in Seetion-2-6F-Annex+ COBS
11.5A.5R are also prescribed in requirements imposed by or under
Avrticles 25 and 26 of Regulation No (EU) 600/2014, they shaH
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must be maintained in a consistent way and according to the same
standards prescribed in requirements imposed by or under Articles
25 and 26 of Regulation (EU) No 600/2014.

Minimum details to be recorded in relation to client orders and decisions to deal

15.

16.

meo@eeepmgo#ehen%ordmﬂdeem&toﬁe&kme minimum

details to be recorded in accordance with COBS 11.5A.2R are as follows:

Name and designation of the elient client

Name and designation of any relevantpersen relevant person acting on
behalf of the elient client

A designation to identify the trader (Trader ID) responsible within the
vestmentfirm firm for the investment decision

A designation to identify the algorithm (Algo 1D) responsible within the
vestmentfirm firm for the investment decision;

Any other details, conditions and particular instructions from the elient
client

The date and exact time of the receipt of the order or the date and exact
time of when the decision to deal was made. The exact time must be
measured accordlng to the methodology prescrlbed in Gemmwsqon

Authority under paragraph 33 of Schedule 1 MiFID RTS 25.

Minimum details to be recorded in relation to transactions and order
processing

The minimum details to be recorded in accordance with COBS 11.5A.3R
are as follows:

Name and designation of the ehient client

Name and designation of any relevantpersen relevant person acting on
behalf of the ehient client

A designation to identify the trader (Trader ID) responsible within the
nvestmentfirm firm for the investment decision
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34.

35.

36.
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A designation to identify the Algo (Ago ID) responsible within the
nvestmentfirm firm for the investment decision

A unique identification for each group of aggregated ekients” clients’
orders (which will be subsequently placed as one block order on a given
trading venue). This identification should indicated indicate
“aggregated X" with X representing the number of ehents clients whose
orders have been aggregated

The name and other designation of the persen person to whom the order
was transmitted

The date and exact time of submission of the order or decision to deal.
The exact time must be measured according to the methodology

prescrlbed in Gemmssren—Delegated—RegMn—éEU)—Z@%%ef—Hune

The date and exact time of any message that is transmitted to and received
from the trading venue in relation to any events affecting an order. The
exact time must be measured according to the methodology prescribed
under the-RFS MiFID RTS 25 on clock synchronisation.

The date and exact time any message that is transmitted to and received
from another investment firm in relation to events affecting an order. The
exact time must be measured according to the methodology prescribed in

Any message that is transmitted to and received from the trading venue in
relation to orders placed by the irvestment-firm firm

Any other details and conditions that was submitted to and received from
another investmentfiem firm in relation with the order
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Personal account dealing

Rule on personal account dealing

R For the purposes of this section, the relevant provisions are:

(1)

(2)

the |ulss| article 5.; (2)a) E;“El (:E) E: H':. M .IEI Elgllzsgulatl_slln o
12.2.15R COBS 12.2.21R(1)(a) and (b); and

COBS 11.3.5AR.

Personal account dealing relating to MiFID, equivalent third country or
optional exemption business

Application

R 1)
)
(3

(13 2
b

iem in rolati . i salent third onal
exemption business as i they were rules. [deleted]

guidanee: [deleted]

The requirements in COBS 11.7A.5R do not apply in respect of the

following personal transactions:

(@)  personal transactions effected under a discretionary
portfolio management service where there is no prior
communication in connection with the transaction between
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the portfolio manager and the relevant person or other
person for whose account the transaction is executed:

(b)  personal transactions in units or shares, in UCITS or AlFs
that are subject to supervision under the law of the UK
which requires an equivalent level of risk spreading in their
assets, where the relevant person and any other person for
whose account the transactions are effected are not
involved in the management of that undertaking.

Secope-of personal-transactions

UK 28-Forthe-purposes-of-Article29-and-Article-37-apersonaltransaction
hall o i o fi " cfoctoc | behalf of

iﬂ

G ‘o is carricd cut ford ﬁ i followd

7§

EC I

of the-trade- [deleted]

Requirements relating to personal transactions

Uk (1)
R

29 (1) Investment firms shall ensure that relevant persons do A
firm must establish, implement and maintain adequate
arrangements aimed at preventing the activities set out in
paragraphs 2-3-are-4 (2) to (4) in theease respect of any relevant
persen of its relevant persons who is are involved in activities that
may give rise to a conflict of interest, or who has have access to
incide inf : i 1 . : Article 7(1) of
Regulation{(EU)-Ne-596/2014 inside information or to other

confidential information relating to ehients clients or transactions
with, ef or for, ehients clients, by virtue of an activity carried out
by him them on behalf of the firm firm.
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tavestment-firms-shall A firm must ensure that relevant-persons

relevant persons do not enter into a persenat-transaction personal
transaction which meets at least one of the following criteria:

(@  that person is prohibited from entering into it under

Regulation(EU)-Ne-596/2014 the Market Abuse
Regulation;

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

(©) it conflicts or is likely to conflict with an obligation of the
nvestmentfirm firm under UK law on markets in financial
instruments.

tavestment-firms-shalk A firm must ensure that relevant-persens
relevant persons do not advise or recommend, other than in the
proper course of employment or contract for services, any other
persen person to enter into a transaction in finaneialinstruments

financial instruments which, if it were a persenaltransaction
personal transaction of the relevant-person relevant person, would

be covered by paragraph-2-er-Article 37(2)(a)-or(b)-or-Article
673} COBS 12.2.21R(1)(a) or (b), COBS 11.3.5AR or COBS

11.7A5R(2);

Witheut-prejudice Subject to Article 10 (1) of Regulation{(EU)}-Ne
596/2014 the Market Abuse Regulation, avestmentfirms-shall a

firm must ensure that relevantpersens relevant persons do not
disclose, other than in the normal course of his their employment
or contract for services, any information or opinion to any other
persen person where the relevant-persen relevant person knows, or
reasonably ought to know, that as a result of that disclosure that
other persen person will or would be likely to take either of the
following steps:

(@)  toenter into a transaction in finaneiakinstruments financial

instrument which, if it were a persenal-transaction personal
transaction of the relevantpersen relevant person, would

be covered by paragraphs2-6r-3-or-Atticle- 342} a)-or{b)-or
Article-67(3) COBS 12.2.21R(1)(a) or (b), COBS 11.3.5AR
or COBS 11.7A.5R(2);

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

Fhe Firms must design the arrangements required under paragraph

1-shal-be-desighed (1) in such a way to ensure that:
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each relevantperson relevant person covered by paragraphs
1.2-3-and-4 this rule is aware of the restrictions on

personal-transactions personal transactions, and of the
measures established by the investment-fiem firm in
connection with persenal-transactions personal transactions
and disclosure+tnr-acecordance-with-paragraphs-1-2-3-and-4

under this rule;

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

a record is kept of the personal-transaction personal
transaction notified to the firm-of firm or identified by it,

including any authorisation or prohibition in connection
with such a transaction.

(5A) Inthe case of outsourcing arrangements, the trvestmentfirm-shal
firm must ensure that the fiem third party to which the activity is
outsourced maintains a record of persenal-transactions personal
transactions entered into by any relevant-persen relevant person
and provides that information to the investmentfirm firm promptly
on request.

(6)  Paragraphs-1to-5-shal-netapplyto-the followingpersonal

LY . e 1l ion

I ol L the rel I
person-forwhese-account-the-transaction-is-executed;
PEFSOR: e .EEEEE >t uRCeRaingsTorce Setive

EEE.E SR ieraie-seet Hes {UCHS)-« . >-tnat
E.EE:HEEHE.E:IEE SIOR-UREE .E 1AW OHne ~ e

gaem-WRIch-Fegr E,EE Phuivaient Iever oI Hs
SPreacing-In-thelr-assets EEEEEEEE_FEEEEEES
othe perse I EI' ;lss accouRtL EEEF TEEE :E Eli. E.EEEE
[deleted]

[ - rocital I . lation]
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11A Underwriting and placing
11A.1 Underwriting and placing
General application

11A11 R

@) : it ' sion P

Fules: [deleted]
(3) In this chapter, provisions which derive from recitals to MiFID er

the-MiFID-Org-Regulation apply to the equivalent business of a

third country investment firm as guidance.
Requirements to provide specific information to issuer clients

11A1.2 UK 38{I-nvestmentfirms Firms which provide advice on corporate finance
r  Strategy, as set out in Paragraph 3 of Part 3A of Schedule 2 to the
—  Regulated-Activities-Order Requlated Activities Order, and provide the
service of underwriting or placing of finaneiaHnstruments-shall financial
instruments must, before accepting a mandate to manage the offering, have
arrangements in place to inform the issuer-elient issuer client of the

following:
() the various financing alternatives available with the fim firm, and
(1) an indication of the amount of transaction fees associated with

each alternative;

(b) the timing and the process with regard to the corporate finance

(2) advice on pricing of the offer

(e} the timing and the process with regard to the corporate finance

3) advice on placing of the offering;

(d) details of the targeted investors, to whom the firm firm intends to

(4) offer the financialHnstruments financial instruments;

&) the job titles and departments of the relevant individuals involved

(5) in the provision of corporate finance advice on the price and
allotment of finaneiaknstruments financial instruments; and

6 (6) fHxm’sthe firm’s arrangements to prevent or manage conflicts of

interest that may arise where the firm firm places the relevant
finaneial-nstruments financial instruments with its investment
chients-of clients or with its own proprietary book.
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Requirements to identify underwriting and placing operations and to ensure that
adequate controls are in place to manage conflicts of interest

Uk (1) 38-(-nvestment-Firms-shall Firms must have in place a

R

centralised process to identify all underwriting and placing
operations of the firm firm and record such information, including
the date on which the fim firm was informed of potential
underwriting and placing operations. Firms-shalt Firms must
identify all potential conflicts of interest arising from other
activities of the investment firm firm, or greup group, and
implement appropriate management procedures. In cases where an
vestmentfirm a firm cannot manage a conflict of interest by way
of implementing appropriate procedures, the trvestment-firm-shal
firm must not engage in the operation.

tavestment-Firms Firms providing execution and research services
as well as carrying out underwriting and placing activities shat
must ensure adequate controls are in place to manage any potential
conflicts of interest between these activities and between their
different ehients clients receiving those services.

B®

Additional requirements: in-relation-te pricings of offerings in relation to the
issuance of financial instruments

UK  39-(M-nvestment-firms-shall Firms must have in place systems, controls

R

and procedures to identify and prevent or manage conflicts of interest that
arise in relation to possible under-pricing or over-pricing of an issue or
involvement of relevant parties in the process. In particular, #vestment
firms-shall firms must as a minimum requirement establish, implement and
maintain internal arrangements to ensure both of the following:

) that the pricing of the offer does not promote the interests of other
ehents clients or firm’s firm s own interests, in a way that may
conflict with the issuerehient’s issuer client’s interests; and

(1)

) the prevention or management of a situation where persons

(2) responsible for providing services to the firm’s firm s investment
chients clients are directly involved in decisions about corporate
finance advice on pricing to the issuerclient issuer client.

Further requirements concerning the provision of information

UK  39-(2) Investment-firms-shall Firms must provide ehients clients with

R

information about how the recommendation as to the price of the offering
and the timings involved is determined. In particular, the firm-shal firm
must inform and engage with the issuerchent issuer client about any
hedging or stabilisation strategies it intends to undertake with respect to the
offering, including how these strategies may impact the issuerechent’s

issuer client’s interests. During the offering process, firms-shall firms must
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also take all reasonable steps to keep the issuerchient issuer client informed
about developments with respect to the pricing of the issue.

1)

(2)

(3)

(4)

40 (1) Investment firms Firms placing financial instruments shall
financial instruments must establish, implement and maintain
effective arrangements to prevent recommendations on placing
from being inappropriately influenced by any existing or future
relationships.

tavestment-Firms-shal Firms must establish, implement and
maintain effective internal arrangements to prevent or manage
conflicts of interests that arise where persons responsible for
providing services to the fiem’s firm s investment ehients clients
are directly involved in decisions about recommendations to the
issuer-chient issuer client on allocation.

tavestment-Firms-shall Firms must not accept any third-party
payments or benefits unless such payments or beneflts comply

Amde%ef—D#eewe%Q%&Eu relevant appllcable

requirements in COBS 2.3A and COBS 6.2B.11R. In particular, the
following practices shal will be considered not compliant with
those requirements and shal will therefore be considered not
acceptable:

(@  anallocation made to incentivise the payment of
disproportionately high fees for unrelated services provided
by the irvestmentfirm firm (‘laddering’), such as
disproportionately high fees or commissions paid by an
investment ehient client, or disproportionately high volumes
of business at normal levels of commission provided by the
investment ehent client, as a compensation for receiving an
allocation of the issue;

(b)  anallocation made to a senior executive or a corporate
officer of an existing or potential issuer-client issuer client,
in consideration for the future or past award of corporate
finance business (‘spinning’); and

(c)  anallocation that is expressly or implicitly conditional on
the receipt of future orders or the purchase of any other
service from the investmentfirm firm by an investment
chient client, or any entity of which the investor is a
corporate officer.

Iavestment-Firms-shalt A firm must establish, implement and
maintain an allocation policy that sets out the process for
developing allocation recommendations. The allocation policy
shal must be provided to the issuerchient issuer client before
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agreeing to undertake any placing services. The policy shal must
set out relevant information that is available at that stage, about the
proposed allocation methodology for the issue.

tavestment-Firms-shall A firm must involve the issuer-client issuer
client in discussions about the placing process in order for the firm
firm to be able to understand and take into account the ekent’s
client’s interests and objectives. The investment-firm-shall firm
must obtain the issuerchent’s iSSuer client’s agreement to its
proposed allocation per type of ehient client for the transaction in
accordance with the allocation policy.

41-(H-Investment-Firms-shall Firms must have in place systems,

controls and procedures to identify and manage the conflicts of
interest that arise when providing #vestment-services investment
services to an investment elient client to participate in a new issue,
where the vestmentfirm firm receives commissions, fees or any
monetary or non-monetary benefits in relation to arranging the
issuance. Any commissions, fees or monetary or non-monetary
benefits shatl must comply with the relevant applicable
requirements in fCOBS-2.3A-5Rt6-COBS23A7E-COBS
23A-15R,-COBS2.3A-16R-COBS2.3A-19R COBS 2.3A and
COBS 6.2B.11R} and be documented in the investment-firm’s
firm’s conflicts of interest policies and reflected in the firm’s
firm’s inducements arrangements.

tavestment-Firms Firms engaging in the placement of firaneial
nstruments financial instruments issued by themselves or by
entities within the same greup group, to their own ehients clients,
including their existing depositor clients in the case of credit
institutions, or investment funds managed by entities of their greup
group, shal must establish, implement and maintain clear and
effective arrangements for the identification, prevention or
management of the potential conflicts of interest that arise in
relation to this type of activity. Such arrangements shalt must
include consideration of refraining from engaging in the activity,
where conflicts of interest cannot be appropriately managed so as
to prevent any adverse effects on elients clients.

When disclosure of conflicts of interest is required, #vestment
firms firms shal must comply with the requirements in Article
34(4) SYSC 10.1.822ER, including an explanation of the nature
and source of the conflicts of interest inherent to this type of
activity, providing details about the specific risks related to such
practices in order to enable elients clients to make an informed
investment decision.

Hvestmentfirms Firms which offer financialHnstruments-issued
financial instruments that are issued by themselves or other greup
group entities to their ehents clients and that are included in the
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calculation of prudential requirements specified in Regulation

tmplement the Prudential sourcebook for MiFID Investment Firms
(MIFIDPRU), the UK CRR, Directive 2013/36/EU efthe-European
Parliament and of the Council” or Directive 2014/59/EU of the
Eurepean-Parliament-and-of the-Council or the PRA and FCA
rules implementing the RRD, shal must provide those ehients
clients with additional information explaining the differences
between the finaneiakinstrument financial instrument and bank
deposits in terms of yield, risk, liquidity and any protection
provided in accordance with- Uk law which-was relied-on-hefore P

completion-day-to-implement Directive-2014/49/EJ-of the

European Parliament and of the Council the PRA rules
implementing the DGSD.

Further requirements in relation to lending on provision of credit in the context of
underwriting or placement

11A18 Yk (1) 421 Where any previous lending or credit to the issuerchient

R issuer client by an-tvestment-firm a firm, or an entity within the
same greup group, may be repaid with the proceeds of an issue,
the investmentfirm-shal firm must have arrangements in place to
identify and prevent or manage any conflicts of interest that may
arise as a result.
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(2) Where the arrangements taken to manage conflicts of interest
prove insufficient to ensure that the risk of damage to the issuer
chient issuer client would be prevented, investmentfirms-shal
firms must disclose to the issuerchient issuer client the specific
conflicts of interest that have arisen in relation to their, or group
group entities’, activities in a capacity of credit provider, and their
activities related to the securities offering.

3) Investment-firms” Firms’ conflict of interest policy shal must
require the sharing of information about the issuer’s issuer’s
financial situation with gredp group entities acting as credit
providers, provided this would not breach information barriers set
up by the firm firm to protect the interests of a ehent client.

Record keeping requirements in relation to underwriting or placing

11A1.9 UK Iavestmentfirmsshal Firms must keep records of the content and timing

R of instructions received from elients clients. A record of the allocation
decisions taken for each operation shal must be kept to provide for a
complete audit trail between the movements registered in elients> clients’
accounts and the instructions received by the vestment-firm firm. In
particular, the final allocation made to each investment ehentshall client
must be clearly justified and recorded. The complete audit trail of the
material steps in the underwriting and placing process shalt must be made

available to eempetent-autherities the FCA upon request.

12 Investment research
12.2 Investment research and non-independent research
Application

12.2.14 &  This section applies to a firm that:
R

(1) produces, or arranges for the production of, investment research
that is intended or likely to be subsequently disseminated to clients
of the firm or to the public, under its own responsibility or that of a
member of its group (see COBS 12.2.19R to COBS 12.2.21AG); or

2 produces or disseminates non-independent research (see COBS
12.2.18R to COBS 12.2.18BQG).

12.2.14A G  The concept of dissemination of investment research to clients or the public
does not include dissemination exclusively to persons within the group of
the firm.
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12215 R Where this section applies to a firm in relation to business other than its

12216 G & This section applies to both investment research and non-
ndependentresearch-

12217 UK 36(Forthepurposes-of-Article-3/hvestment research-shall-be-research

iastruments: [deleted]

Non-independent research with-reference-to-investmentrecommendations-as
defined-n-the-Market-Abuse-Regulation — identification

12218 YK (1) 36(2) A recommendation of the type covered by point (35) of
R icle 3(1) of lation (EU! : hat d I
conditions-set-out-in-paragraph-L-shal-be-treated A firm which

produces or disseminates non-independent research must:

(@)  treat it as a marketing communication ferthe-purposes-of
I Kets in fi a1 N

e 4 I lisserninate f 1ot

shal and ensure that it is clearly identified as such:;
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(b)  Additionalyfirms-shal ensure that any-sueh
recommendation the non-independent research contains a

clear and prominent statement that (or, in the case of an oral
recommendation, to the effect that) it has not been prepared
in accordance with legal requirements designed to promote
the independence of investmentresearch investment
research, and that it is not subject to any prohibition on
dealing ahead of the dissemination of irvestmentresearch
investment research.

Non-independent research — conflicts of interest

12.2.18A R A firm which produces or disseminates non-independent research must
implement the measures set out in SYSC 10.1.12DR(2), in relation to the
relevant persons involved in the production of the non-independent
research and other relevant persons whose responsibilities or business
interests may conflict with the interests of the persons to whom such
research is disseminated.

12.2.18B G Inrelation to non-independent research, firms are reminded to consider
their SYSC 10 obligations more generally and, in particular, whether
conflicts arise in relation to:

(1) relevant persons trading in financial instruments that are the
subject of non-independent research which they know the firm has
published or intends to publish before clients have had a
reasonable opportunity to act on it (other than when the firm is
acting as market maker in good faith and in the ordinary course of
market making, or in the execution of an unsolicited client order);
and

(2) the preparation of non-independent research which is intended
first for internal use by the firm and then for later publication to
clients.

Conflictsofinterest Investment research — conflicts of interest

12219 Yk (1)
R
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Subject to paragraph (2), a firm which produces, or arranges for the

production of, investment research that is intended or likely to be
subsequently disseminated to clients of the firm or to the public,
under its own responsibility or that of a member of its group, must
implement the measures set out in SYSC 10.1.12DR(2), in relation
to the financial analysts involved in the production of the
investment research and other relevant persons whose
responsibilities or business interests may conflict with the interests
of the persons to whom such research is disseminated.

Paragraph (1) does not apply to a firm which disseminates
investment research produced by another person to the public or to
clients where the following conditions are met:
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(@)  the person that produces the investment research is not a
member of the group to which the firm belongs;

(b)  the firm does not substantially alter the recommendations
within the investment research:;

(c)  the firm does not present the investment research as having
been produced by it; and

(d) the firm verifies that the producer of the investment
research is subject to requirements equivalent to those
under this chapter in relation to the production of that
research, or has established a policy setting such

requirements.

122.19A G (1) The measures and arrangements adopted by the firm to manage the
conflicts of interests that might arise from the production and
dissemination of material that is presented as investment research
should be appropriate to protect the objectivity and independence
of financial analysts and of the investment research they produce.
Those measures and arrangements should ensure that financial
analysts enjoy an adequate degree of independence from the
interests of persons whose responsibilities or business interests
may reasonably be considered to conflict with the interests of the
persons to whom the investment research is disseminated.

(2) The substantial alteration of investment research produced by a
third party should be governed by the same requirements as the
production of investment research.

12220 G @
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e Illﬁ' for i I ' by the fi ! then for |
publication-to-clients: [deleted]

Measures and arrangements required for investment research

12221 YK (1) 3H2)Hnhvestment-firmsreferred-to-in-the-first subparagraph-of
R paragraph-t-shall A firm falling within COBS 12.2.19R(1) must

have in place arrangements designed to ensure that the following
conditions are satisfied:

(@)  financialanalysts financial analysts and other relevant
persons relevant persons do not undertake personat
transaetions personal transactions or trade, other than as
market-makers market makers acting in good faith and in
the ordinary course of market making or in the execution of
an unsolicited elient client order, on behalf of any other
person person, including the investmentfirm firm, in
finaneiaHnstruments financial instruments to which
investmentresearch investment research relates, or in any
related finanetaHnstruments financial instruments, with
knowledge of the likely timing or content of that #rvestment
researeh investment research which is not publicly
available or available to ehents clients and cannot readily
be inferred from information that is so available, until the
recipients of the investmentresearch investment research
have had a reasonable opportunity to act on it;

(b)  in circumstances not covered by peinrt{a) paragraph (1)(a),
finaneialanalysts financial analysts and any other relevant
persens relevant persons involved in the production of
investmentreseareh investment research do not undertake
personal-transactions personal transactions in finrancial
instruments financial instruments to which the investment
research investment research relates, or in any related
financiaHnstruments financial instruments, contrary to
current recommendations, except in exceptional
circumstances and with the prior approval of a member of
the firm’s firm s legal or compliance function;

(© a physical separation exists between the financial-analysts
financial analysts involved in the production of irvestment

research investment research and other relevantpersons
relevant persons whose responsibilities or business interests
may conflict with the interests of the persens persons to
whom the irvestmentreseareh investment research is
disseminated or, when considered not appropriate to the
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size and organisation of the firm firm as well as the nature,
scale and complexity of its business, the establishment and
implementation of appropriate alternative information
barriers;

(d)  the investmentfirms-themselves firm itself, financial
anahysts financial analysts, and other relevantpersons
relevant persons involved in the production of the
nvestment-researeh investment research do not accept
inducements from those with a material interest in the
subject-matter of the irvestmentreseareh investment
research;

(e)  the investmentfirms-themselves firm itself, finaneial
analysts financial analysts, and other relevant-persens

relevant persons involved in the production of the
investmentreseareh investment research do not promise
issuers issuers favourable research coverage;

) before the dissemination of investmentresearch-ssuers;
relevant-persens investment research to issuers, where the
draft includes a recommendation or target price, no person,
other than financial-analysts financial analysts, and-any
otherpersons are net permitted to review a draft of the
investmentresearch investment research except for the
purpose of verifying the accuracy of factual statements
made in that research, or forany-purpose-otherthan
verifying compliance with the fizm’s firm’s legal
obligations, where the draft includes a recommendation or a

target-price.

For the purposes of this paragraph (1)(a) and (b), ‘related firaneial
strument financial instrument’ shal-be means any finaneial
tstrument financial instrument the price of which is closely
affected by price movements in another finaneiakinstrument
financial instrument which is the subject of irvestmentresearch
investment research, and includes a derivative derivative on that

other financialHnstrument financial instrument.
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the MiFID-Org-Regulation). [deleted]

12221B G (1) For the purposes of COBS 12.2.21R(1)(b):

(@)  exceptional circumstances in which financial analysts and
other persons connected with the firm who are involved in
the production of investment research may, with prior
written approval, undertake personal transactions in
instruments to which the research relates should include
those circumstances where, for personal reasons relating to
financial hardship, the financial analyst or other person is
required to liguidate a position; and

(b)  current recommendations should be considered to be those
contained in investment research which have not been
withdrawn and which have not lapsed.

(2) For the purposes of COBS 12.2.21R(1)(c), persons whose
responsibilities or business interests may reasonably be considered
to conflict with the interests of the persons to whom investment
research is disseminated should include corporate finance
personnel and persons involved in sales and trading on behalf of
clients or the firm.

3) For the purposes of COBS 12.2.21R(1)(d), fees, commissions and
monetary or non-monetary benefits received by the firm providing
investment research from any third party should only be acceptable
when they are provided in accordance with COBS 2.3A.

12221C G (1) Financial analysts should not engage in activities other than the
preparation of investment research where engaging in such
activities is inconsistent with the maintenance of their objectivity.
These include participating in investment banking activities such
as corporate finance business and underwriting, participating in
‘pitches’ for new business or ‘road shows’ for new issues of
financial instruments, or being otherwise involved in the
preparation of issuer marketing.

(2) ‘Participating in ‘pitches’ for new business’ would generally
include a financial analyst interacting with an issuer to whom the
firm is proposing to provide underwriting or placing services
(including the issuer’s representatives outside of the firm and any
person who has an ownership interest in the issuer), until both:
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(@)  the firm that employs the financial analyst has agreed to
carry on requlated activities that amount to underwriting or
placing services for the issuer; and

(b)  the extent of the firm s obligations to provide underwriting
or placing services to the issuer as compared to the
underwriting or placing services of any other firm that is
appointed by the issuer for the same offering is confirmed
in writing between the firm and issuer.

3) It may nevertheless be possible, in limited circumstances, for a
financial analyst’s interactions with any such person referred to
under paragraph (5) to be entirely separate from the firm'’s
‘pitches’ such that the risk to their objectivity being impaired
would be reasonably low.

(4) However, the FCA considers that would not be the case where the
analyst is aware of the ‘pitches’, or may have reason to believe that
the firm is conducting the ‘pitches’.

(5) In any case, a firm should recognise that any situation in which
there is a connection between its ‘pitches’ and a person with whom
its financial analyst interacts can give rise to a conflict of interest
(see SYSC 10 (Conflicts of interest)).

12222 UK

© he i oy b |

lation in relati i ot
established a policy setting such requirements. [deleted]

12224 G
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12.2.25 R  Afirmsubject to COBS 12 must retain the records it is required to make
under these rules.

13 Preparing product information
13.2 Product information: production standards, form and contents
13.2.1

[Note: article-20(4) of the MiFID implerenting Directive]

134 Contents of a key features illustration

Exceptions

13.4.5 G  Although there may be no obligation to include a projection in a key
features illustration, where a firm chooses to include one, the-prejection it
should:

(1) Comply comply with the requirements in this section unless the
projection relates to an investment that is a financial instrument:;
or

(2) Where where the projection relates to a financial instrument, the
firm-sheuld comply with either:

(@  the requirements in article-44(6)-of the MiFID-Org
Regulation{see-COBS4.5A-14UK) COBS 4.5A.14R where

the firm is carrying on MiFID, equivalent third country or
optional exemption businessy; or

(b)  the requirements in COBS 4.6.7R where the firm is not
carrying on MiFID, equivalent third country or optional
exemption business.

13.5 Preparing product information: other projections

Projections: other situations
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Where a firm communicates a projection for a packaged product that is a
financial instrument, the following future performance requirements are
likely to apply:

1) article-44(6)-of the MiFID-OrgRegulation{see- COBS4.5A-14UK)
COBS 4.5A.14R where the firm is carrying on MiFID, equivalent
third country or optional exemption business; or

(2) COBS 4.6.7R where the firm is not carrying on MiFID, equivalent
third country or optional exemption business.

Exceptions to the projection rules: projections for more than one product

R

R

A firm that communicates a projection of benefits for a packaged product
which is not a financial instrument, as part of a combined projection where
other benefits being projected include those for a financial instrument or
structured deposit, is not required to comply with the projection rules in
COBS 13.4, COBS 13.5 and COBS 13 Annex 2 to the extent that the
combined projection complies with the future performance requirements in
either:

1) article-44(6}-of the- MiEID-Org-Regiation{see-COBS-4.5AL4UIG
COBS 4.5A.14R where the firm is carrying on MiFID, equivalent
third country or optional exemption business; or

(2) COBS 4.6.7R where the firm is not carrying on MiFID, equivalent
third country or optional exemption business.

The general requirement that communications be fair, clear and not
misleading will nevertheless mean that a firm that elects to comply with the
future performance rule in COBS 4.6.7R, or, if applicable, the-reguirerment

rarticle-44(6}-of the MiFIB-Org-Regulation-{see-COBS4.5A 4L
COBS 4.5A.14R, will need to explain how the combined projection differs
from other information that has been or could be provided to the elient
client, including a projection provided under the projection rules in COBS
13.4, COBS 13.5 and COBS 13 Annex 2. In particular, the firm should
identify where a projection in real terms is required under COBS 13.

Providing product information to clients

Information about designated investments (non-MiFID provisions)

Application

(2)
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@) —_ : , :
Where a |_ule;||||_t|||s_ e"apl tef a; pphiesto-afirm "l"l'l'e.l' Lot

Hiauid 4 lo al i :
@) aTPfirm{totheextentthattherule-does-notalready-apply-te
. It of GEN-2.2.26R)- and

® ibraltart firm (having 4 : :
the Gibraltar Order) to the extent that the rule does not already
[deleted]

[Editor’s note: The application of this sourcebook to TP firms and Gibraltar-
based firms is now addressed in COBS 1 Annex 2.]

143.1A G  Afirmcarrying on MiFID, equivalent third country or optional exemption
business should consider whether the requirements in articles-46-and-48-of

the- MiFID-Org-Regulation-apply;-see COBS 14.3A (Information about
financial instruments (MiFID provisions)) apply.

14.3A Information about financial instruments (MiFID provisions)
Application
143A1 R

14.3A.1 G  Certain provisions in this section require firms to provide clients with

A information ‘in good time’. Guidance on the provision of information ‘in
good time’ can be found in COBS 1.4.2G.

14.3A.2 Provistonsin-this-section-marked UK apply-inrelationto-MiFHD-opti
exemption-business-as-H-they-wereriles{see- COBS 122G [deleted]

143A2 G 2 i istons-in-thi i UK

A ) . . . .
vestment firm-as-H they were rules. [deleted]

Providing a description of the nature and risks of financial instruments

143A5 YK (1) 48%19—Ln¥estmen{—ﬁ¢ms—shaHAf|rm must prOV|deeheucvts—94C
R

te%hen%s—eppetenﬂal—ehen%s a client
with a general description of the nature and risks of financiat

struments financial instruments, taking into account, in
particular, the elient’s client’s categorisation as either a retaH-chent
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retail client, professional-chient professional client or eligible
counterparty eligible counterparty.

Fhat The description in (1) shal must explain, in sufficient detail
to enable the client to take investment decisions on an informed
basis:

(@)  the nature of the specific type of iastrument financial
instrument concerned;;

(b)  the functioning and performance of the firanetalinstrument
financial instrument in different market conditions,
including both positive and negative conditions;; and

(c) aswelas the risks particular to that specific type of
instrament financial instrument -sufficient-detail-to-enable
the-client-to-take-investment-decisions-on-an-informed
basis.

2) The deserintion-of risks referred to | h 1 chall
neludewhere Where relevant to the specific type of iastrument

financial instrument concerned and the status and level of

knowledge of the ehient client, the foHlewing-elements description
of the risks in (1) must include:

(@)  therisks associated with that type of financiaHnstrument
financial instrument, including an explanation of leverage
and its effects; and

(aa) the risk of losing the entire investment, including the risks
associated with insolvency of the issuer or related events,
such as bail in;

(b)  the volatility of the price of such instruments and any
limitations on the available market for such instruments;

(© information on any impediments to, or restrictions fer on,
disinvestment—forexample (which as may, for example, be
the-case-for relevant to illiquid finaneiaHnstruments
financial instruments or financiabnstruments financial
instruments with a fixed investment term);-treluding. This
must include:

(i) an illustration of the possible exit methods and
consequences of any exit;;

(ii)  possible constraints on the sale of such instruments;
and

(iii)  the estimated time frame for the sale of the-financial
tastrument such instruments before recovering the
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initial costs of the transaction in-that-type-of
. ol :

(d) the fact that an investor might assume, as a result of
transactions in such instruments, financial commitments
and other additional obligations, including contingent
liabilities, additional to the cost of acquiring the
instruments; and

(e)  any margin requirements or similar obligations, applicable
to instruments of that type.

If a firm provides a retail client with information about a financial

instrument that is the subject of a current offer to the public and a
prospectus has been published in connection with that offer in accordance
with the Prospectus Regulation, that firm must inform the client where that
prospectus is made available to the public.

Where a financial instrument is composed of 2 or more different financial
instruments or services, a firm must provide an adequate description of:

(€] the legal nature of that financial instrument;

(2) the components of that financial instrument; and
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the way in which the interaction between the components affects
the risks of the investment.

=

143A5 R (1) Where a financial instrument incorporates a guarantee or capital
protection, a firm must provide the client with information about
the scope and nature of that guarantee or capital protection.

(@]

(2) When the guarantee is provided by a third party, the information in
(1) must include sufficient detail about the guarantor and the
guarantee to enable the client to make a fair assessment of the

guarantee.

Satisfying the provision rules

143A6 G (1) Where a firm is required to provide information to a client before
the provision of a service, each transaction in respect of the same
type of financial instrument should not be considered as the
provision of a new or different service.

[Note: recital-69-o-the Mi \ation]

Timing of disclosure

143A.7 YK Subjectto-paragraph2Ainvestmentfirms A firm must; provide the
R  information required by this section in good time before the prevision-of

investmentservices firm provides investment services or aneillary-services
ancillary services to ehents-orpotential-chents-to-provide-the-information

reguired-under-Artictes4746-50 a client.
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143A8 G

ahd-COBS-14.-3A5UK. [deleted]

Medium of disclosure

14.3A.9 UK The information referred-to-inparagraphs-tto-2B-shal provided in

R accordance with the rules in this section must be provided in a durable
medium durable medium or by means of a website (where it does not
constitute a durable-medium durable medium) provided that the eonditions

specified-in-Article-3(2) website conditions are satisfied.
E - articl 3) of 4 . lation]
Keeping the client up-to-date

143A.10 Yk (1) 46{4-nvestment-Firms-shal A firm must notify a elient client in

R good time about any material change to the information provided
under Articles-47t6-50 the rules in this section which is relevant to
a service that the firm firm is providing to that ehient client.

(2) Fhat The notification shal in (1) must be given in a durable
medium durable medium if the information to which it relates is
was given in a durable-medium durable medium.

ENote:article46(4) of the Mi \ation]

Information provided in relation to units in collective investment undertakings or
PRIIPs

[Editor’s note: Articles 50 and 51 of the MiFID Org Reg are being preserved
without changes. They will be addressed as part of FCA’s separate work on the
replacement of the disclosure regime for certain investment products.]

143A11 UK
R

Note: artic he M tation]

Record keeping
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G  Afirmto which SYSC 9 applies is required to keep records of all services,
activities and transactions undertaken by it.

R In complying with the requirements in SYSC 9, a firm to which those rules
apply must keep a record of the information provided to each client in
compliance with the rules in this section applicable to MiFID, equivalent
third country and optional exemption business.

Lifetime ISA information

This Annex belongs to COBS 13.3.1R(3) and COBS 14.2.1R(4A).

Information which comprises the following:

4 Projections

4.1 | R | Where a firm chooses to provide a projection, including a personal
projection, in relation to investing in a lifetime ISA in addition to the
information in COBS 14 Annex 1 3 (Example outcome of retirement
saving by a retail client in a lifetime ISA), a firm must ensure that:

(2) | where a firm that communicates a projection for a lifetime ISA
in relation to its MiFID or equivalent third country business,
the projection complies with the future performance

requirements in article-44(6)-of the- MiFID-Org-Regulation-{see
COBS4.5A-14UK) COBS 4.5A.14R; and

Reporting information to clients (MiFID and insurance-based investment
products provisions)

Application

Page 183 of 243



https://14.3A.13
https://14.3A.12

FCA 202X/XX

FOS 202X/XX

16A.1.2 R istons-in-thi UK i i : :’
exempﬂen%usmessasﬁhewmﬂes&se&@@%—l—}ze} |de|eted|

16A.1.2A G 2 i b i i S

I e inrelati | alont busi o third

nvestment-firm-as-H-they-wererules: [deleted]

16A.2 General client reporting and record keeping requirements

16A.2.2 G

16A.2.3 G  Afirm to which SYSC 9 applies is required to keep records of all services,
activities and transactions undertaken by it.

16A.2.4 R In complying with the requirements in SYSC 9, a firm to which those rules
apply must keep a record of each report provided to a client in compliance
with the rules in this chapter applicable to MiFID, equivalent third country
and optional exemption business.

16A.3 Occasional reporting: MiFID business

Execution of orders other than when undertaking portfolio management
16A.3.1 UK (1) 59@Hnvestment-firms-having If a firm has carried out an order on

R behalf of a retath-client retail client or a professional-client

N professional client, etherthan-for-portfolio-management-shaln
respect-of-that-erder it must:

(@ promptly provide the retat-chient-or-professional-chientas
appheable client, in a durable-medium durable medium, with

the essential information concerning the execution of that
order;

(b) in the case of a retail client, send a-netice-to-aretat-chient the
client a notice in a durable-meditm durable medium
confirming execution of the order:

(i) assoon as possible and no later than the first business
day business day following execution; or;

(ii) where if the confirmation is received by the investment
firm firm from a third party, no later than the first

business-day business day following receipt of the
confirmation from the third party-; and

(c) supply the client, on request, with information about the status
of their order.
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Paragraph (1) does not apply to a firm providing a portfolio
management service.

Peint(b)-shaHl Paragraph (1)(b) does not apply where if the
confirmation would contain the same information as a confirmation
that is to be promptly dispatched to the elient client by another

person person.

Peints(a)-and{b)-shal Paragraphs (1)(a) and (b) do not apply where
orders to an order executed on behalf of elients+relate a client that

relates to bends a bond funding a mortgage loan agreements

agreement with the said-chients+r-which-ease-the client. The report
on the transaction shall must be made at the same time as the terms
of the mortgage loan are communicated, but no later than one month
after the execution of the order.

i hall Iy the-client " withinf ; I I
status-of-his-order:

593} -n-the-case-of retath-clientorders If a firm carries out an order

for a retail client relating to units units or shares shares in a
collective investment undertaking which is part of a series of orders
that are executed periodically, ivestmentfirms-shal it must:

(a)

comply with paragraph 1(b) in relation to that order; or

(b) provide the retail-chient client, at least once every six months,

with the information listed in paragraph 4 (6) tr+espect-of
those transactions.

59(4) The notice

required by (1)(b) must include such of the following information as

is applicable and, where if relevant, in accordance with the

(@) the reporting firm firm identification;

(b) the name or other designation of the retail-chient client;

(m) atotal sum of the commissions and expenses charged and,
where the retat-chient client so requests, an itemised
breakdown including, where relevant, the amount of any

mark-up-or-mark-dewn mark-up or mark-down imposed by

the firm where the firm acted as principal in executing the

transaction was-exeeuted-by-an-tnvestment-firm-when-dealing
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en-own-account, and the investmentfirm firm owes a duty of
best execution to the retath-client client;

the retail-elient’s client’s responsibilities in relation to the
settlement of the transaction, including the time limit for
payment or delivery as well as the appropriate account details
where these details and responsibilities have not previously
been notified to the retaH-chient client; and

where-theretail-elient’s if the client’s counterparty was the
vestmentfirm firm itself or any persen person in the
investment-firm’s—group firm s group or another retail-client
client of the iavestment-firm firm, the fact that this was the
case unless the order was executed through a trading system
that facilitates anonymous trading.

For the purposes of peint(k)} calculating the unit price in paragraph
(6)(k), where the order is executed in tranches, the trvestmentfirm
firm may supply the retaih-client retail client with information about
the price of each tranche or the average price. Where If the average
price is provided, the investmentfirm-shal firm must supply the
retat-chient retail client with information about the price of each
tranche upon request.

59(5) The investmentfirm firm may provide the retat-chient retail
client with the information referred to in paragraph 4 (6) using
standard codes if it also provides an explanation of the codes used.

[Note: aticl o M \ation]

. ina oblications i £ aligibl .
UK 61 The reguirements in articles 46 to 51 and 59 do not apply to services

provided-to-chgible-counterparties: [deleted]
E  articl ” . lation]

[Editor’s note: Article 61 of the MiFID Org Reg is now incorporated in the
table modifying the application of COBS to eligible counterparty business
in COBS 1 Annex 1, Part 1 1.1R.]

Periodic reporting

Provision by a firm and contents: MiFID business

UK (1) 1 ; hict o 1 icoof ol
management-to-retatl-chients If a firm is providing a portfolio
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management service on behalf of a retail client or prefessional
chentsshal professional client, it must provide each-such-chent the

client with a periodic-statement periodic statement of the activities
carried out on behalf of that client in a durable-medium-of-the

portfolio management activities carried out on hehalf of that client

durable medium, unless such a statement is provided by another
persen person.

80{2) The periodic-statement-reguired-underparagraph-t-shall

periodic statement must:

(@) provide a fair and balanced review of the activities undertaken
and of the performance of the client’s portfolio during the
reporting period; and

retat-clients if the client is a retail client, include such of the
following information as is applicable:

the name of the ivestment-firm firm;
the name or other designation of the elient’s client’s
account;

a statement of the contents and the valuation of the
portfolio, including details of:

E¢ E% P®

(A) each finaneiakinstrument financial instrument
held, its market value, or fair value if market
value is unavailable;

(B) and the cash balance at the beginning and at the
end of the reporting period;; and

(C) the performance of the portfolio during the
reporting period;

the total amount of fees fees and charges incurred
during the reporting period, itemising at least total
management fees fees and total costs associated with
execution, and including, where relevant, a statement
that a more detailed breakdown will be provided on
request;

e

a comparison of performance during the period
covered by the statement with the investment
performance benchmark (if any) agreed between the
vestment-firm firm and the ehient client;

E®
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the total amount of dividends, interest and other
payments received during the reporting period in
relation to the elient’s client’s portfolio;

information about other corporate actions giving rights
in relation to firanciabinstruments financial
instruments held in the portfolio;

for each transaction executed during the period, such
of the information referred to in Article-59(4)(e}to-(h
COBS 16A.3.1R(6)(c) to (I) whererelevant as is
applicable, unless the elient client elects to receive
information about executed transactions on a
transaction-by-transaction basis, in which case

paragraph 4-efthis-Articleshal-apply (4) applies.

80(3) The periodhe staternent-referred-to-in-paragraph-L-shahl
periodic statement in paragraph (1) must be provided to retai

ehents a retail client once every three months, except in the
following cases:

(@) where if the irvestmentfirm firm:

[0)

(ii)

provides #sretaH-chients the client with access to an
online system, which qualifies as a durable-medium;
durable medium, and provides the client with easy

access to:

(A) where up-to-date valuations of the elient’s

client’s portfolio; ean-be-aceessed and

(B) where the-client-can-easily-access the

information reguired-by-Article-63(2) specified
in COBS 16A.5.1R(3); and

the-firm has evidence that the ehient client has accessed
a valuation of their portfolio at least once during the
relevant quarter;

(b)  in-cases-where-paragraph-4-apphies-the-periodic-statement the
periodic statement must be provided at least once every 12

months if:

(i)

the retail client elects to receive information about

executed transactions on a transaction-by-transaction

basis; and

there are no transactions in:
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(A) financial instruments covered by paragraphs 4
to 11 of Part 1 of Schedule 2 to the Regulated
Activities Order; or

(B) securities giving the right to acquire or sell a
transferable security or giving rise to a cash
settlement determined by reference to
transferable securities, currencies, interest rates
or yields, commodities or other indices or
measures;

where if the agreement between an-avestmentfirm the firm
and a—retail-chient the retail client for a-pertfolio-management

service portfolio management authorises a leveraged portfolio,

the periodic-statement periodic statement must be provided at
least once a month.

60(4) Investment firms, in cases where the retail chient If a retail

client elects to receive information about executed transactions on a
transaction-by-transaction basis, shal the firm must:

@

provide promptly to the retatl-ehent retail client, on the
execution of a transaction by the portfolio manager, the
essential information concerning that transaction in a durable
medium: durable medium; and

Fhe-investmentfirm-shal unless the confirmation would
contain the same information as a confirmation that is to be
promptly dispatched to the retail client by another person,
send the retat-client retail client a notice confirming the
transaction and containing the information referred-te in

Article 59(4) COBS 16A.3.1R(6):

(i)  no later than the first business-day business day
following that execution; or;

(i) where if the confirmation is received by the irvestment
firm firm from a third party, no later than the first

business-day business day following receipt of the
confirmation from the third party.
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Note: atic]  the M \ation]

16A.4.2 G  Inaccordance with COBS 2.4.9R, a firm may dispatch a periodic statement

(as required by article-60{1)-of the MiFID-Org-Regulation;-see COBS
16A-41UK COBS 16A.4.1R) to an agent, other than the firm or an

associate of the firm, nominated by the client in writing.

[Editor’s note: Article 62 of the MiFID Org Reg (copied out at COBS
16A.4.3UK has been repealed. The FCA has consulted separately on deleting
COBS 16A.4.3UK in Quarterly Consultation Paper No. 44 (CP24/11).]

Guidance on contingent liability transactions

16A.4.4 G
E - rocital I . lation]
i . liabili .

16A.4.5 G

16A.5 Statements of client financial instruments or client funds

16A.5.1 UK (1) 63@Hnvestmentfirms A firm that held holds ehent-financial

R struments financial instruments or elientfunds-shal client money
for a client must send that client, at least on a quarterly basis, te

each-clientforwhom-they-held-financial-instruments-er-funds; a
statement in a durable-medium durable medium of those financial
nstruments financial instruments or funds client money, unless:

(a) such a statement:

(i)  has been provided in any-otherperiodic-statement: a

periodic statement; or

(i) UYpen-chientreguestfirms-shal has been requested more

frequently by a client, in which case the firm must
provide sueh-statement it more frequently at a
commercial cost:; or

(b) the firm:

(i)  provides the client with access to an online system,
which qualifies as a durable medium, where the client
can easily access up-to-date statements of their financial
instruments or client money; and

(i)  has evidence that the client has accessed an up-to-date
statement at least once during the relevant quarter.
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Fhe I”.St SuBpa e_&glap_ll Sl'al.l Rot apply-to-a-creait stitution thatis-2
GRR firm-a5 defined h-Ad tlele' HEH2A)-oF Regulation (.Eg) No
> 5'|2g1.3|9| tl'e. Eulspeaﬁn l a'“‘"ll.“'.e“t.a”d. Skthe gl _eunell on .
A UK credit institution need not send a statement in respect of
deposits within the meaning of Article 2(1)(23A) of Regulation

(EU)-No-600/2014-held-by-thatastitution MiFIR held by it.

63(2) The statement ef-chient-assets referred to in paragraph-t-shal
(1) must include the-foHowing-infermation:

(@) details of all the financialinstruments financial instruments or
funds client money held by the investmentfirm firm for the
chient client at the end of the period covered by the statement;

(b) the extent to which any ehlientfinanciakinstruments financial
instruments or ehient-funds client money have been the subject

of securitiesfinancing-transactions securities financing

transactions;

(c) the extent of any benefit that has accrued to the ehient client
by virtue of participation in any seeurities-financing

transactions securities financing transactions, and the basis on
which that benefit has accrued;

(d) aclear indication of the assets or funds client money which are
subject to the rles rules efthe- UkJlaw-on-marketsin
financialnstruments in CASS relating to MiFID business and
those that are not, such as those that are subject to Fitle
Fransfer-Collateral- Agreement title transfer collateral
arrangements and excluded either from the custody rules as a
result of CASS 6.1.6R(3) or from the client money rules as a
result of CASS 7.11.1R(4);

(e) aclear indication of which assets are affected by seme any
peculiarities in their ownership status, for instance due to a
security interest; and

(F)  the market or estimated value, when the market value is not
available, of the finaneiakinstruments financial instruments
included in the statement with a clear indication of the fact
that the absence of a market price is likely to be indicative of a
lack of liquidity. The evaluation of the estimated value shaH
must be performed by the firm firm on a best effort basis.

In cases where the portfolio of a elient client includes the proceeds
of one or more unsettled transactions, the information referred to in
point(a) (3)(a) may be based either on the trade date or the
settlement date, provided that the same basis is applied consistently
to all such information in the statement.
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633 HnvestmentHams A firm which held-finanetanstraments
holds financial instruments or furds client money and which earry

eut-the-service-of portfolio-management provides a portfolio

management service for a ehient client may include the statement of

chientassets referred to in paragraph-1 (1) in the periodic-statement
periodic statement it provides to that elient client pursuant-to-Article

680(1).
Note- aric . (ation]

Specialist Regimes

Residual CIS operators and small authorised UK AIFMs

General modifications

G

&

&

COBS-1.2 (Markets-th-Financiak tnsiruments Directive) contains
|ned|_|lle| atlensl o tlneﬁ_ text GII the-MiFID lG_lg I!egul tation-where this-s
elirecthy

which-is-appliec-in the table-3t COBS 18.5.2R. [deleted]

UCITS management companies

General modifications

G

&

GQBl_sF_i 2 (l"la"kelts “" IIIaFII|GIa| HRStEImERts D"elet."’e) eel ntanlns_ :
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[deleted]

18.8A OPS firms

Interpretation and general modifications

18.8A.2 R Where a COBS rule specified in this section applies to an OPS firm, the
following modifications apply:

(1)  areference to:

(b)  “investment firm” is to be construed as a reference to an OPS
firm; and

2) if an OPS firm is required by a COBS rule specified in this section
to provide information to, or obtain consent from, a client, that firm
must ensure that the information is provided to, or consent obtained
from, each of the trustees of the occupational pension scheme or
welfare trust for whom that firm is acting;-and.

@) b I ifications. i BAER

—anv
29

provistor-rarked = apphesto-an-ORS-Hrm: [deleted]

Best execution

18.8A.14 R  Theprovisionsin-COBS 11 2A(Best-execution—MiFID-provisions)

[deleted]

Modification of best execution rules
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18.8A.15 R

(2)  The requirement in COBS112A34UK(see-article-65(6)-of the
MiFID-Org-Regulation) COBS 11.2A.34R to make public for each

class of financial instruments:

(@ the top five investment firms used by an OPS firm to execute
client orders; and

(b) information on the quality of execution obtained,

applies in accordance with (3).

4) In COBS 11.2A, a reference to:

(b) “portfolio management” in COBS-112A-34UK{(see-article
65(1)-of the MiFID-Org-Regulation) COBS 11.2A.34R is to
be construed as a reference to OPS activity falling within the
scope of COBS 18.8A.13R and which involves the OPS firm
placing orders with other entities for execution that result
from decisions by the OPS firm to deal in financial
instruments on behalf of its client; and

Client order handling

188A.16 R
(2) Py H . : + (13 2
apply-to-an-OPSfirm-as-if they-were-rules: [deleted]
Sch 1l Record keeping requirements
Sch 1.1 G

The aim of the guidance in the foHewing table in COBS Sch 1.3G is to give
the reader a quick overall view of the relevant record keeping requirements.
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(1) A MIFID investment firm, third country investment firm or MiFID
optional exemption firm should refer to the requirements on record

keeping in the-MiFD-Org-Regulation this sourcebook and SYSC 9.
L list of i to he kent | gl gr hich |

apphes:
Handbook | Subject of record | Contents When record Retention
reference of record must be made period
COBS Information Informati
2.2A.7TR before providing | on
services provided

to clients

COBS

2.3A.32R

COBS Inducements Informati

2.3A.35 on
provided
to clients

COBS

4.115R

COBS Communications | Each

4.11A.3R | to clients communi
cationto a
client.
Each
marketing
communi
cation
issued by
the firm
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(other
than in
oral
form).
COBS
412A.11R
)
COBS
4.12B.21R
)
COBS Information Informati
6.1ZA.25 | about the firm on
R and provided
compensation to clients
information about the
(MiFID firm and
business) compensa
tion
informati
on
COBS Describing Informati
6.2B.40B | advice services on
R provided
to clients
COBS
9A.4.1G
COBS Suitability record | Records
9A.4.2AR | (MIFID of
business) suitability
assessmen
ts and
informati
on
provided
to clients;
time /
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date of
advice
provided;
financial
instrumen
t
recomme
nded;
suitability
report

COBS
10AF2Y
K COBS
10A.7.2R

Appropriateness
(MiFID
provisions)

Records
of
appropriat
eness
assessmen
ts
including
the results
of such
assessmen
ts and any
warnings
given to
clients

Date of
assessment

At least 5
years

COBS
10A.7.2A
R

COBS
11.3.15R

Client order
handling —

aggregated
transactions,

aggregation and

Records
the firm is
required
to make
under

allocation of
transactions for

COBS
11.3.2AR

own account

to COBS
11.3.13G

COBS
11-5A44
K COBS
11.5A.2R

Client orders

Initial
orders
from
clients
and

Immediately

At least 5
years
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decisions
to deal

GCOBS
115A8Y
K COBS
11.5A.3R

Client orders

Transacti
ons and
order
processin

g

Immediately

At least 5
years

GOBS
HAASBY
K COBS
11.7A5R

Personal account
dealing (MiFID
provisions)

A record
of any
personal
transactio
n notified
or
identified,
including
any
authorisat
ion or
prohibitio
n

Date of
notification,
identification or
decision

At least 5
years

COBS
HAIL9Y
K COBS
11A.1.9R

Underwriting
and placing

Content
and
timing of
instructio
ns
received
from
clients
and
allocation
decisions

Date of receipt
of instructions
or of allocation
decision

5 years

COBS
12.2.25R

Investment

research

Records
the firm is
required
to make
under
COBS 12

(Investme
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nt
Research)
COBS Information Informati
14.3A.13R | about financial on
instruments provided
(MiFID to clients
business) about
financial
instrumen
ts
COBS
16.3.11R
COBS Reporting Records
16A.2.4R | information to of reports
clients (MiFID provided
business) to clients
COBS Confirmationto | A copy of | From date of At least 5
16A3-1Y | clients (MiFID a despatch to years
K COBS provisions) confirmati | client
16A.3.1R on
COBS Periodic A copy of | From date of At least 5
16A41Y | statements a periodic | despatch to years
K COBS (MIFID statement | client
16A.4.1R | provisions) sentto a
client

Rights of action for damages

G

If a "Yes" appears in the column headed "For private person?”, the rule
may be actionable by a "private person” under section 138D (or, in certain
circumstances, his fiduciary or representative; see article 6(2) and (3)(c) of
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the Financial Services and Markets Act 2000 (Rights of Action)
Regulations 2001 (S1 2001/2256)). A "Yes" in the column headed
"Removed" indicates that the FCA has removed the right of action under
section 1502} 138D(3) of the Act. If so, a reference to the rule in which it
is removed is also given.

Right of action under section 138D

Chapter/ | Section/ | Paragraph | For Removed? | For

Appendix | Annex private other
person? person?

The fair, clear and not Yes In part No

misleading rule (Note 1)

Any rule in COBS which No Yes No

imposes a requirement to keep a (COBS

record for the purpose of 1.1.7R)

complying with SYSC 9
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Annex G

Amendments to Client Assets sourcebook (CASS)

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

3.2

3.24

9.4

9.4.2A

Collateral

Requirements

Application

When appropriate, firms that enter into the arrangements with retail clients
covered in this chapter will be expected to identify in the statement of
custody assets sent to the client in accordance with COBS 16.4 (Statements
of client designated investments or client money), article-63-efthe MiFID

Org-Regulation{see COBS 16A.5 (Statements of client financial
instruments or client funds) or CASS 9.5 (Reporting to clients on request)

details of the assets which form the basis of the arrangements. Where the
firm utilises global netting arrangements, a statement of the assets held on
this basis will suffice.

Information to clients

Information to clients concerning custody assets and client money

R

(1)

(2)

Firms to which COBS 6.1ZA (Information about the firm and
compensation information (MiFID and insurance distribution
QFOVISIOHS)) applles are remlnded of the requwements under amele

chreumstances-under-COBS6:-1ZA-3R COBS 6.1ZA.9 R) to provide
certain information to a client when the firm is holding the client’s
financial instruments or funds (see COBS 6.1ZA.9EUR) and the
requirement under COBS 6.1ZA.10AR when a firm doing insurance
distribution activities is holding client money and has elected to
comply with the client money chapter.

COBS 6.1ZA {rformation-about-the-firm-and-compensation
nfermation(MiFID-and-insurance-distribution-provisions)) applies

to a firm in relation to its MiFID, equivalent third country or
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optional exemption business or its insurance distribution activities
for a client.

R Afirmto which COBS 6.1ZA applies that holds custody assets or client
money must, in relation to its business for which COBS 6.1ZA applies:

1)

(@)

G ()

(@)

provide the information referred to in paragraphs-2to7-ofarticle 49
of the MiFID-OrgRegulation COBS 6.1ZA.9R for any custody asset

that the firm may hold for a client, including:

@ any custody asset which is a designated investment but not a
financial instrument; and

(b) any custody asset which is neither a designated investment
nor a financial instrument; and

provide the information in (1) to each of its clients.

Firms are reminded of their obligation, under COBS 4.2.1R, to be
fair, clear and not misleading in their communications with clients.

Firms are also reminded of the requirements in respect of
communications made to retail clients under COBS 4.5 and-clients

underarticle-44-of the-MiFID-Org and COBS 4.5A (as applicable).

Reporting to clients on request

G  Firms are reminded that the requirements in COBS 16.4, article-63-of the
MiFID-Org-Regulation-and COBS 16A.4 and COBS 16A.5.1R only set out
the minimum frequency at which firms must report to their clients on their
holdings of designated investments and/or client money. Firms may choose
to report to their clients more frequently.

R ()

Firms to which COBS 16A applies are remlnded of the requwements

eweumstanee&unde#@@%—l@A—l—ZR} COBS 16A 5 1R in relatlon to

quarterly statements when the firm is holding a client’s financial
instruments or funds client money (see COBS 16A.4.1EUR and
COBS 16A.5.1EUR).
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9.5.4C

9.5.9

G
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A firm to which COBS 16A applies may combine the statement required
under CASS 9.5.4BR with a statement issued in response to a request made

under the-last sentence-of the first sub-paragraph-ofarticle 63(1)-of the
MiFB-Org-Regulation COBS 16A.5.1R(1)(a)(ii).

Firms are reminded that under CASS 3.2.4G firms that enter into
arrangements with retail clients covered by CASS 3 (Collateral) should,
when appropriate, identify in any statement of custody assets sent to the
client under COBS 16.4 (Statements of client designated investments or
client money), article-63-of the MiFID-Org-Regulation COBS 16A.5.1R or
COBS 16A.4 (as applicable) or this section the details of the assets which
form the basis of that collateral arrangement.
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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,
unless stated otherwise.

Insert the following Annex, MAR 1 Annex 3R, after MAR 1 Annex 2UK (Accepted Market
Practices). The text is not underlined.

1 Requirement for operators of trading venues to inform the FCA immediately
Annex
3R

1 Signals that may indicate significant infringements of the rules of a
trading venue or disorderly trading conditions or system disruptions in
relation to a financial instrument

Significant infringements of the rules of a trading venue

(1) Market participants infringe rules of the trading venue which aim to
protect the market integrity, the orderly functioning of the market or
the significant interests of the other market participants.

(2) A trading venue considers that an infringement is of sufficient
severity or impact to justify consideration of disciplinary action.

Disorderly trading conditions

(3) The price discovery process is interfered with over a significant
period of time.

4) The capacities of the trading system are reached or exceeded.
(5) Market makers or liquidity providers repeatedly claim mis-trades.
(6) Breakdown or failure of critical mechanisms under paragraphs 3 to

3F of the Schedule to the Recognition Requirements Regulations, and
MAR 5.3A and MAR 5.5A, which are designed to protect the trading
venue against the risks of algorithmic trading.

System disruptions

(7) Any major malfunction or breakdown of the system for market access
that results in participants losing their ability to enter, adjust or cancel
their orders.

(8) Any major malfunction or breakdown of the system for the matching
of transactions that results in participants losing certainty over the
status of completed transactions or live orders as well as
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unavailability of information indispensable for trading (eg, index
value dissemination for trading certain derivatives on that index).

9) Any major malfunction or breakdown of the systems for the
dissemination of pre- and post-trade transparency and other relevant
data published by trading venues.

(10) Any major malfunction or breakdown of the systems of the trading

venue to monitor and control the trading activities of the market
participants; and any major malfunction or breakdown in the sphere
of other interrelated services providers, in particular central
counterparties and central securities depositories that has
repercussions on the trading system.

Signals that may indicate abusive behaviour under the Market Abuse
Regulation

Signals

of possible insider dealing or market manipulation

(1)

Unusual concentration of transactions and/or orders to trade in a
particular financial instrument with one member or participant or
between certain members or participants.

@)

Unusual repetition of a transaction among a small number of
members or participants over a certain period of time.

Signals

of possible insider dealing

(3)

Unusual and significant trading or submission of orders to trade in the
financial instruments of a company by certain members or
participants before the announcement of important corporate events
or of price sensitive information relating to the company, and orders
to trade or transactions resulting in sudden and unusual changes in the
volume of orders or transactions and/or prices before public
announcements regarding the financial instrument in question.

(4)

Orders to trade are given or transactions are undertaken by a market
member or participant before or immediately after that member or
participant or persons publicly known as linked to that member or
participant produce or disseminate research or investment
recommendations that are made publicly available.

Signals of possible market manipulation

The signals described in points (18) to (23) are particularly relevant in an
automated trading environment.

()

Orders to trade given or transactions undertaken which represent a
significant proportion of the daily volume of transactions in the
relevant financial instrument on the trading venue concerned, in
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particular when these activities lead to a significant change in the
price of the financial instruments.

(6)

Orders to trade given or transactions undertaken by a member or
participant with a significant buying or selling interest in a financial
instrument which lead to significant changes in the price of the
financial instrument on a trading venue.

()

Orders to trade given or transactions undertaken which are
concentrated within a short time span in the trading session and lead
to a price change which is subsequently reversed.

(8)

Orders to trade given which change the representation of the best bid
or offer prices in a financial instrument admitted to trading or traded
on a trading venue, or more generally the representation of the order
book available to market participants, and are removed before they
are executed.

©)

Transactions or orders to trade by a market participant with no other
apparent justification than to increase or decrease the price or value
of, or to have a significant impact on the supply of, or demand for, a
financial instrument, namely near the reference point during the
trading day, eg, at the opening or near the close.

(10)

Buying or selling of a financial instrument at the reference time of
the trading session (eg, opening, closing, settlement) in an effort to
increase, to decrease or to maintain the reference price (eg, opening
price, closing price, settlement price) at a specific level (usually
known as ‘marking the close”’).

(11)

Transactions or orders to trade which have the effect of, or are likely
to have the effect of, increasing or decreasing the weighted average
price of the day or of a period during the session.

(12)

Transactions or orders to trade which have the effect of, or are likely
to have the effect of, setting a market price when the liquidity of the
financial instrument or the depth of the order book is not sufficient to
fix a price within the session.

(13)

In the case of execution of a transaction, changing the bid-offer prices
when this spread is a factor in the determination of the price of
another transaction whether or not on the same trading venue.

(14)

Entering orders representing significant volumes in the central order
book of the trading system a few minutes before the price
determination phase of the auction and cancelling these orders a few
seconds before the order book is frozen for computing the auction
price so that the theoretical opening price might look higher or lower
than it otherwise would do.
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(15)

Engaging in a transaction or series of transactions which are shown
on a public display facility to give the impression of activity or price
movement in a financial instrument (usually known as ‘painting the
tape’).

(16)

Transactions carried out as a result of the entering of buy and sell
orders to trade at, or nearly at, the same time, with a very similar
quantity and similar price, by the same or different but colluding
market members or participants (usually known as ‘improper
matched orders’).

17)

Transactions or orders to trade which have the effect of, or are likely
to have the effect of, bypassing the trading safeguards of the market
(eg, as regards volume limits, price limits, bid/offer spread
parameters, etc).

(18)

Entering of orders to trade or a series of orders to trade, executing
transactions or series of transactions likely to start or exacerbate a
trend and to encourage other participants to accelerate or extend the
trend in order to create an opportunity to close out or open a position
at a favourable price (usually known as ‘momentum ignition’).

(19)

Submitting multiple or large orders to trade often away from the
touch on one side of the order book in order to execute a trade on the
other side of the order book. Once that trade has taken place, the
manipulative orders will be removed (usually known as ‘layering and
spoofing’).

(20)

Entry of small orders to trade in order to ascertain the level of hidden
orders and particularly used to assess what is resting on a dark
platform (usually know as a ‘ping order’).

(21)

Entry of large numbers of orders to trade and/or cancellations and/or
updates to orders to trade so as to create uncertainty for other
participants, slowing down their process and to camouflage their own
strategy (usually known as ‘quote stuffing’).

(22)

Posting of orders to trade, to attract other market members or
participants employing traditional trading techniques (‘slow traders’),
that are then rapidly revised onto less generous terms, hoping to
execute profitably against the incoming flow of ‘slow traders’ orders
to trade (usually known as ‘smoking”).

(23)

Executing orders to trade or a series of orders to trade, in order to
uncover orders of other participants, and then entering an order to
trade to take advantage of the information obtained (usually known as
‘phishing’).

(24)

The extent to which, to the best knowledge of the operator of a
trading venue, orders to trade given or transactions undertaken show
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evidence of position reversals in a short period and represent a
significant proportion of the daily volume of transactions in the
relevant financial instrument on the trading venue concerned, and
might be associated with significant changes in the price of a
financial instrument admitted to trading or traded on the trading
venue.

Signals for cross-product market manipulation, including across trading

venues

The signals described below are particularly relevant to the operator of a
trading venue where both a financial instrument and related financial
instruments are admitted to trading or traded or where the above mentioned
instruments are traded on several trading venues operated by the same
operator.

(25)

Transactions or orders to trade which have the effect of, or are likely
to have the effect of increasing, decreasing or maintaining the price
of a financial instrument during the days preceding the issue, optional
redemption or expiry of a related derivative or convertible.

(26)

Transactions or orders to trade which have the effect of, or are likely
to have the effect of, maintaining the price of the underlying financial
instrument below or above the strike price, or other element used to
determine the pay-out (eg, barrier) of a related derivative at
expiration date.

(27)

Transactions which have the effect of, or are likely to have the effect
of, modifying the price of the underlying financial instrument so that
it surpasses or does not reach the strike price, or other element used
to determine the pay-out (eg, barrier) of a related derivative at
expiration date.

(28)

Transactions which have the effect of, or are likely to have the effect
of, modifying the settlement price of a financial instrument when this
price is used as a reference or determinant, namely, in the calculation
of margins requirements.

(29)

Orders to trade given or transactions undertaken by a member or
participant with a significant buying or selling interest in a financial
instrument which lead to significant changes in the price of the
related derivative or underlying asset admitted to trading on a trading
venue.

(30)

Undertaking trading or entering orders to trade in one trading venue
or outside a trading venue (including entering indications of interest)
with a view to improperly influencing the price of a related financial
instrument in another or in the same trading venue or outside a
trading venue (usually known as ‘cross-product manipulation’).
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(31)

Creating or enhancing arbitrage possibilities between a financial
instrument and another related financial instrument by influencing
reference prices of one of the financial instruments can be carried out
with different financial instruments (e.g, rights or shares, cash
markets or derivatives markets, warrants or shares, etc). In the
context of rights issues, it could be achieved by influencing the
(theoretical) opening or (theoretical) closing price of the rights.

Amend the following as shown.

5

5.6

5.6.1

Multilateral trading facilities (MTFs)

Reporting requirements

R A firm must:

(2)

(3)

supply the information required under this rule without delay to the FCA
and any other authority competent for the investigation and prosecution
of market abuse; and

provide full assistance to the FCA, and any other authority competent for
the investigation and prosecution of market abuse, in its investigation
and prosecution of market abuse occurring on or through the firm’s
systems:;

when assessing whether the requirement to inform the FCA immediately
of significant infringements of the rules of its trading venue, or
disorderly trading conditions or system disruptions in relation to a
financial instrument applies, consider the signals listed in MAR 1 Annex
3R 1;and

when assessing whether the requirement to immediately inform the FCA
of conduct that may indicate behaviour that is prohibited under the
Market Abuse Regulation applies, consider the signals listed in MAR 1
Annex 3R 2.

A firm operating one or several trading venues where a financial
instrument and/or related financial instrument are traded must apply a
proportionate approach and exercise judgement on the signals triggered,
including any relevant signals not specifically included in MAR 1 Annex
3R 2, before informing the FCA, taking into account the following:

(@) the deviations from the usual trading pattern of the financial
instruments admitted to trading or traded on its trading venue;
and
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(b) the information available or accessible to the firm, whether that be
internally as part of the operations of the trading venue or
publicly available.

For the purposes of (1) ‘related financial instrument” means any
financial instrument the price of which is closely affected by price
movements in another financial instrument which is the subject of
investment research, and includes a derivative on that other financial
instrument.

(@) Afirm operating one or several trading venues must also take into
account front running behaviours, which consist in a market
member or participant trading, for its own account, ahead of its
client.

(b)  For the purposes of (a), a firm must use the order book data
required to be recorded by the trading venue pursuant to Article
25 of MIFIR (Obligation to maintain records) — in particular,
those relating to the way the member or participant conducts its
trading activity.

[Note: article 31(2) of MiFID and-articles-81-and-82-of the MiFID-Org
Regulation]

For the purposes of the signals referred to in MAR 1 Annex 3R,
references to ‘order to trade’ should encompass all types of orders,
including initial orders, modifications, updates and cancellations of
orders, irrespective of whether or not they have been executed and
irrespective of the means used to access the trading venue.

The list of signals of insider dealing and market manipulation is neither
exhaustive nor determinative of market abuse or attempts of market
abuse, as each of the signals may not necessarily constitute market abuse
or attempts of market abuse per se. Transactions or orders to trade
meeting one or more signals may be conducted for legitimate reasons or
in compliance with the rules of the trading venue.

Suspension and removal of financial instruments

R

R

[Note: article 32 of MiFID, article-80-ef the- MiFID-Org-Regulation; MiFID
RTS 18 and MIFID ITS 2]

(1)

For the purposes of MAR 5.6A.1R(1), a suspension or a removal from
trading of a financial instrument will be likely to cause significant
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damage to investors’ interests or the orderly functioning of the market in
at least the following circumstances:

(@ where it would create a systemic risk undermining financial
stability, such as where the need exists to unwind a dominant
market position, or where settlement obligations would not be
met in a significant volume;

(b)  where the continuation of trading on the market is necessary to
perform critical post-trade risk management functions when there
is a need for the liquidation of financial instruments due to the
default of a clearing member under the default procedures of a
CCP and a CCP would be exposed to unacceptable risks as a
result of an inability to calculate margin requirements;

(c)  where the financial viability of the issuer would be threatened,
such as where it is involved in a corporate transaction or capital

raising.

(2)  For the purposes of determining whether a suspension or a removal is
likely to cause significant damage to the investors’ interest or the
orderly functioning of the markets in any particular case, a firm must
consider all relevant factors, including:

(@) the relevance of the market in terms of liquidity where the
consequences of the actions are likely to be more significant
where those markets are more relevant in terms of liquidity than
in other markets;

(b) the nature of the envisaged action where actions with a sustained
or lasting impact on the ability of investors to trade a financial
instrument on trading venues, such as removals, are likely to have
a greater impact on investors than other actions;

(c) the knock-on effects of a suspension or removal of sufficiently
related derivatives, indices or benchmarks for which the removed
or suspended instrument serves as an underlying or constituent;

(d) the effects of a suspension on the interests of market end users
who are not financial counterparties, such as entities trading in
financial instruments to hedge commercial risks.

(3)  Afirm must also take into account the factors set out in MAR
5.6A.2R(2) when deciding not to suspend or remove a financial
instrument on the basis of circumstances other than those specified in
MAR 5.6A.2R(1).

Operation of an SME growth market
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Registering an MTF as an SME growth market

5102 R

(6]
=
o
N

R For the purposes of MAR 5.10.2R, a firm must:

1> ‘

(1)  determine whether at least 50% of the issuers admitted to trading on an
MTF are SMEs on the basis of a calculation of the average ratio of SMEs
over the total number of issuers whose financial instruments are
admitted to trading on that market;

(2) calculate the average ratio on 31 December of the previous calendar
year as the average of the 12 end-of-month ratios of that calendar year;

(3)  demonstrate that the MTF:

(@) has established and applies rules providing for objective and
transparent criteria for the initial and ongoing admission to
trading of issuers on its venue;

(b) has an operating model which is appropriate for the performance
of its functions and ensures the maintenance of fair and orderly
trading in the financial instruments admitted to trading on its
VENUE;

(c) has established and applies rules that require an issuer seeking
admission of its financial instruments to trading on the MTF to
publish, in cases where the UK prospectus regime does not apply,
an appropriate admission document, drawn up under the
responsibility of the issuer and clearly stating whether or not it
has been approved or reviewed and by whom;

(d) has established and applies rules that define the minimum content
of the admission document referred to in (c), in such a way that
sufficient information is provided to investors to enable them to
make an informed assessment of the financial position and
prospects of the issuer, and the rights attaching to its securities;

(e)  requires the issuer to state, in the admission document referred to
in (c), whether or not, in its opinion, its working capital is
sufficient for its present requirements or, if not, how it proposes
to provide the additional working capital needed;

(f)  has made arrangements for the admission document referred to in
(c) to be subject to an appropriate review of its completeness,
consistency and comprehensibility;
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requires the issuers whose securities are traded on its venue to
publish annual financial reports within 6 months after the end of
each financial year, and half yearly financial reports within 4
months after the end of the first 6 months of each financial year;

ensures dissemination to the public of prospectuses drawn up in
accordance with the UK prospectus regime, admission documents
referred to in (c), financial reports referred to in (g) and
information defined in Article 7(1) of the Market Abuse
Reqgulation (Authorisation of deferred publication) publicly
disclosed by the issuers whose securities are traded on its venue,
by publishing them on its website, or providing a direct link to the
page of the website of the issuers where such documents, reports
and information are published:;

ensures that the requlatory information referred to in (h) and
direct links remain available on its website for a period of at least

S years;

requires issuers seeking admission of their shares to trading on its
venue for the first time to allocate a minimum amount of their
issued shares available for trading on the MTF, in accordance
with a threshold to be established by the operator of the MTF and
expressed either as an absolute value or as a percentage of the
total issued share capital.

The operator of an MTF may exempt issuers that have no equity

instruments traded on the MTF from the requirement to publish half-

yearly financial reports referred to in MAR 5.10.2AR(3)(q).

Where the operator of an MTF exercises the option under MAR

5.10.2AR(4), issuers that have no equity instruments traded on the MTF

will not be required to publish half-yearly financial reports pursuant to

MAR 5.10.2AR(3)(Q).

An SME growth market may be deregistered where the proportion of

SMEs, as determined in accordance with MAR 5.10.2AR(1), falls below

50% for 3 consecutive calendar years.

The operator of an SME growth market is liable to deregistration where

the conditions in MAR 5.10.2R(2) to (7) and MAR 5.10.2AR(3) are no

longer satisfied.

Organised trading facilities (OTFs)

Specific requirements for OTFs
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COBS113}[deleted]

5A.8 Reporting requirements

5A.8.1 R A firm must:

(2)  supply the information required under this rule without delay to the FCA
and any other authority competent for the investigation and prosecution
of market abuse; and

3 provide full assistance to the FCA, and any other authority competent
for the investigation and prosecution of market abuse, in its
investigation and prosecution of market abuse occurring on or through
the firm’s systems:;
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when assessing whether the requirement to inform the FCA immediately
of significant infringements of the rules of its trading venue or
disorderly trading conditions or system disruptions in relation to a
financial instrument applies, consider the signals listed in MAR 1 Annex
3R 1;and

when assessing whether the requirement to immediately inform the FCA
of conduct that may indicate behaviour that is prohibited under the
Market Abuse Regulation applies, consider the signals listed in MAR 1
Annex 3R 2.

A firm operating one or several trading venues where a financial
instrument and/or related financial instrument are traded must apply a
proportionate approach and exercise judgement on the signals triggered,
including any relevant signals not specifically included in MAR 1 Annex
3R 2, before informing the FCA, taking into account the following:

(@) the deviations from the usual trading pattern of the financial
instruments admitted to trading or traded on its trading venue;
and

(b) the information available or accessible to the firm, whether that be
internally as part of the operations of the trading venue or
publicly available.

For the purposes of (1) ‘related financial instrument” means any
financial instrument the price of which is closely affected by price
movements in another financial instrument which is the subject of
investment research, and includes a derivative on that other financial
instrument.

(@)  Afirm operating one or several trading venues must also take into
account front running behaviours, which consist in a market
member or participant trading, for its own account, ahead of its
client.

(b)  For the purposes of (a) a firm must use the order book data
required to be recorded by the trading venue pursuant to Article
25 of MIFIR (Obligation to maintain records) — in particular,
those relating to the way the member or participant conducts its
trading activity.

[Note: article 31(2) of MiFID, articles-81-and-82-of the- MiFID-Org-Regulation;
MiFID RTS 18 and MiFID ITS 2]

For the purposes of the signals referred to in MAR 1 Annex 3R,
references to ‘order to trade’ should encompass all types of orders,
including initial orders, modifications, updates and cancellations of

orders, irrespective of whether or not they have been executed and

irrespective of the means used to access the trading venue.

Page 215 of 243



S5A.9

5A.9.1

FCA 202X/XX
FOS 202X/XX

The list of signals of insider dealing and market manipulation is neither
exhaustive nor determinative of market abuse or attempts of market
abuse, as each of the signals may not necessarily constitute market abuse
or attempts of market abuse per se. Transactions or orders to trade
meeting one or more signals may be conducted for legitimate reasons or
in compliance with the rules of the trading venue.

Suspension and removal of financial instruments

R

[Note: article 32 of MiFID;-article-80-of the MiFID-Org-Regulation and MiFID
RTS 18]

For the purposes of MAR 5A.9.1R(1), a suspension or a removal from
trading of a financial instrument will be likely to cause significant
damage to investors’ interests or the orderly functioning of the market in
at least the following circumstances:

(@) where it would create a systemic risk undermining financial
stability, such as where the need exists to unwind a dominant
market position, or where settlement obligations would not be
met in a significant volume;

(b)  where the continuation of trading on the market is necessary to
perform critical post-trade risk management functions when there
is a need for the liquidation of financial instruments due to the
default of a clearing member under the default procedures of a
CCP and a CCP would be exposed to unacceptable risks as a
result of an inability to calculate margin requirements;

(c)  where the financial viability of the issuer would be threatened,
such as where it is involved in a corporate transaction or capital

raising.

For the purposes of determining whether a suspension or a removal is
likely to cause significant damage to the investors’ interest or the
orderly functioning of the markets in any particular case, a firm must
consider all relevant factors, including:

(@) the relevance of the market in terms of liquidity where the
conseqguences of the actions are likely to be more significant
where those markets are more relevant in terms of liquidity than
in other markets;

(b) the nature of the envisaged action where actions with a sustained
or lasting impact on the ability of investors to trade a financial
instrument on trading venues, such as removals, are likely to have
a greater impact on investors than other actions;
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the knock-on effects of a suspension or removal of sufficiently

related derivatives, indices or benchmarks for which the removed

or suspended instrument serves as an underlying or constituent;

the effects of a suspension on the interests of market end users

who are not financial counterparties, such as entities trading in

financial instruments to hedge commercial risks.

5A.9.2R(2) when deciding not to suspend or remove a financial

instrument on the basis of circumstances other than those specified in

MAR 5A.9.2R(1).

Rights of action for damages

Chapter/ Section/ | Paragraph | For Private | Removed For other
Appendix Person? person?

MAR 4 (all Yes Yes MAR No

rules) 3.15R

MAR 5 (all Yes Yes No

rules)

MAR 5A (all Yes Yes No

rules)

Page 217 of 243




FCA 202X/XX

Annex |
Amendments to the Supervision manual (SUP)

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

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

6.4 Applications for cancellation of permission

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

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

(3) the firm has ceased to hold or control custody assets in accordance
with instructions received from clients and COBS 6.1.7R or article

49 of the MiFID-Org Regulation (see COBS 6.1ZA.9EU) COBS

6.1ZA.9R (Information concerning safeguarding of designated
investments belonging to clients and client money);

6 Annex 4 Additional guidance for a firm winding down (running off) its business

6 Annex G
4.2A
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1 | Afirm must comply with CASS 5.5.80 R and CASS 7.11.34R (Client
money: discharge of fiduciary duty) and CASS 7.11.50 R (Allocated
but unclaimed client money) if it is ceasing to hold client money.

A firm must also cease to hold or control custody assets in
accordance with instructions received from clients and COBS
6.1.7R or article-49-of the MiFID-OrgRegulation{see COBS
6-1ZA-9EU) COBS 6.1ZA.9R (Information concerning safeguarding
of designated investments belonging to clients and client money).
These rules apply to both repayment and transfer to a third party.

10C FCA senior managers regime for approved persons in SMCR firms

10C.6 FCA required functions
Compliance oversight function (SMF16)

10C.6.1 R The compliance oversight function is the function of acting in the capacity
of a person who is allocated the function in:

2) artiele22(3y- ot the- MiFID-Org-Regulation SYSC 6.1.4-AAR;

(3)  article22(3)-of the MiFID-OrgRegulation SYSC 6.1.4-AAR (as
applied in accordance with SYSC-1-Annex12.8AR-SYSC-L-Annex

1 32AR-SYSCHARRex132BR; SYSC 1 Annex 1 3.2CR
and SYSC 1 Annex 1 3.3R);
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Annex J
Amendments to the Decision Procedure and Penalties manual (DEPP)

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

6 Penalties

6.2 Deciding whether to take action

Action against individuals under section 66 of the Act

6.2.5 G  Insome cases it may not be appropriate to take disciplinary measures against
a firm for the actions of an individual (an example might be where the firm can
show that it took all reasonable steps to prevent the breach). In other cases, it
may be appropriate for the FCA to take action against both the firm and the
individual. For example, a firm may have breached the rule requiring it to take
reasonable care to establish and maintain such systems and controls as are
appropriate to its business (SYSC 3.1.1R or SYSC 4.1.10R or article-21(5)-of
the- MiFID-OrgRegulation SYSC 4.1.1-AR(5) and SYSC 5.1.14R (as applied in
accordance with SYSC-1-Annex12.8AR-SYSCL-Annex13.2-AR,-SYSC-1
Anrnrex1-3-2-BR; SYSC 1 Annex 1 3.2CR and SYSC 1 Annex 1 3.3R), and an
individual may have taken advantage of those deficiencies to front run orders or
misappropriate assets.
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Annex K
Amendments to the Dispute Resolution: Complaints sourcebook (DISP)

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

1 Treating complaints fairly

1.1A Complaints handling requirements for MiFID complaints

Application: Who? What?

1.1A.2 R

mafked—U-I@srhaH—appl—y—as—FHJre& |de|eted|

1.1A3 G A MIFID complaint is, amongst other things, acemplaint-to-which-article 26
of the MiFID-Org-Regulation-apphies;-beinrg a complaint about:

[Note: see article 1(1), 1(3) and 1(4) of MiFID;-and-article-1-of the MHFID
Org-Regulation]

1.1A.6 R (1)  Only the provisions in this-seetion-marked—BKand DISP-1-1A39R
(@) to (1) below apply to a MiFID complaint received from a retail
client, professional client or an eligible counterparty that is not an
eligible complainant::

(& LIA.I0R:

1.1A.12R;

(b)
(© 11AI3R;
(d

1.1A.16R;
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(e) 11AITR;
(f) 1L1A.I8R;
(@) 11A.24R;
(h) 1.1A.25R;
(i) 11A.29R;
() 1.1A.30R;
(k) 1.1A.37R;and
() 11A38R

Application: Where?
1.1A7 R

Table: Application of DISP 1.1A to the MiFID business of firms in the UK,
and the equivalent business of third country investment firms

Q) (2) Provision applies to (3) Provision applies to the
Provision | the MiFID business of a equivalent third country
firm carried on from an business of a third country
establishment in the investment firm where the
UK? complaint is received from a
retail client or an elective
professional client?
LAAI0UK | Yes Yes
1.1A.10R
AAL2UK | Yes Yes
1.1A.12R
AU | Yes Yes
1.1A.13R
FIAI6UK | Yes Yes
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1.1A.16R
AAA7UK | Yes Yes
1.1A.17R
AAA8UK | Yes Yes
1.1A.18R
IA24UK | Yes Yes
1.1A.24R
AA25UK | Yes Yes
1.1A.25R
1 AA29UK | Yes Yes
1.1A.29R
IA30UK | Yes Yes
1.1A.30R
FAA3FIK | Yes Yes
1.1A.37R
1A 38UK | Yes Yes
1.1A.38R

Interpretation of this section

G

G
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13 9

iFID [deleted]

Consumer awareness

1.1A10 UK Investmentfirmsshall MiFID investment firms must publish the details of the
R process to be followed when handling a eemplaint MiFID complaint. Such
details shall must include information about the complaints management
policy and the contact details of the complaints management function. This
information shal must be provided to clients or potential clients, on request,
or when acknowledging a eemplaint MiFID complaint.

[Note: article-26(2)-of the Mi \ation]

Complaints handling

1.1A12 UK Inavestmentfirmsshall MiFID investment firms must establish, implement

R and maintain effective and transparent complaints management policies and
procedures for the prompt handling of MiFID clients’ or potential clients’
complaints.

Note: f b article-26(1) of the Mi \ation]

1.1A.13 UK The complaints management policy shal must provide clear, accurate and

R up-to-date information about the complaints-handling process. This policy
shal must be endorsed by the fiem’s MiFID investment firm’s management
body.

1.1A.16 UK  Iavestmentfirms-shall MiFID investment firms must enable clients and
R potential clients to submit eemplaints MiFID complaints free of charge.

[Note: article26(2) of the Mi \ation]

1.1A17 UK Inavestmentfirmsshall MiFID investment firms must establish a complaints
R management function responsible for the investigation of complaints MiFID
complaints. This function may be carried out by the compliance function.

[Note: article 26(3) of the Mi \ation]
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1.1A.24

1.1A.25

1.1A.26

1.1A.27
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Investment-firms> MiFID investment firms’ compliance function shall must
analyse eemplaints MiFID complaints and complaints-handling data to
ensure that they identify and address any risks or issues.

ENote: article 26(7) of the Mi lation]

MiFID complaints should be handled effectively and in an independent
manner.

[Note: secital (38)-of the Mi \ation]

Complaints resolved by close of the third business day

R

If a MiFID investment firm resolves a MiFID complaint by close of business
on the third business day following the day day on which it is received, it
may choose to comply with BISP-1-1A24UK DISP 1.1A.24R to DISP
1.1A.27G rather than with DISP 1.1A.28R to DISP 1.1A.34G.

When handling a eemplaint MiFID complaint, irvestment-firms-shal MiFID
investment firms must communicate with clients or potential clients clearly,
in plain language that is easy to understand and shal must reply to the
eomplaint MIFID complaint without undue delay.

ENote: article-26(4) of the Mi \ation]

tavestment-Firms-shall MiFID investment firms must communicate the-firm’s
their position on the eemplaint MiFID complaint to clients or potential clients
and inform the clients or potential clients about their options, including that
they may be able to refer the complaint to an alternative dispute resolution
entity, as defined in regulation 4 of the ADR Regulations, or that the client
may be able to take civil action.

[Note: article-26(5)-of the- MiFID-Org-Regulation- See the ADR Directive.]

The explanation given by MiFID investment firms to clients or potential
clients in accordance with B4SP-11A25UK DISP 1.1A.25R must also:

The information regarding the Financial Ombudsman Service required to be
provided in a communication sent under BASP-E1A25UK DISP 1.1A.25R
and referred to in DISP 1.1A.26R should be set out clearly, comprehensibly,
in an easily accessible way and prominently within the text of those
responses.

[Note: article 13 of the ADR Directive]

Complaints time limits
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1.1A.29 UK When handling a eemplaint MiFID complaint, investmentfirms-shall MiFID

R investment firms must communicate with clients or potential clients clearly,
in plain language that is easy to understand and shal must reply to the
complaint without undue delay.

[Note: article-26(4) of the Mi lation]

1.1A30 UK Investmentfirms-shall MiFID investment firms must communicate the-firm’s

R their position on the eemplaint MiFID complaint to clients or potential clients
and inform the clients or potential clients about their options, including that
they may be able to refer the complaint to an alternative dispute resolution
entity, as defined in regulation 4 of the ADR Regulations, or that the client
may be able to take civil action.

[Note: article26(5)-of the-MiFID-Org-Regulation: See the ADR Directive.]

1.1A31 R The explanation given by MiFID investment firms to clients or potential
clients in accordance with B4SP-11A30UK DISP 1.1A.30R must also:

1.1A32 G  The information regarding the Financial Ombudsman Service required to be
provided in a final response sent under BASP-E1A36UK DISP 1.1A.30R and
referred to in DISP 1.1A.31R should be set out clearly, comprehensibly, in an
easily accessible way and prominently within the text of those responses.

[Note: article 13 of the ADR Directive]

Complaints records

1.1A37 UK Investmentfirmsshall MiFID investment firms must keep a record of the
R complaints received and the measures taken for their resolution.

ot : ion: _
tNote-article 26(|1) of the |.,||||.|g QI 9 I%egu_latneu; see alls]e article£2-of the

Complaints reporting

1.1A.38 UK Investmentfirms-shall MiFID investment firms must provide information on
R complaints and complaints-handling to the relevant competent authorities
— and, where applicable under national law, to an alternative dispute resolution
(ADR) entity.

[Note: article-26(6) of the Mi lation]
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Complaints data publication

1.1A41 G  The effect of the complaints data publication rules and PASP-L1AI7UK
DISP 1.1A.37R is that, for the purposes of complying with those rules, a
firm’s complaints data summary should include relevant data about any
MiFID complaints received by the firm.

1 Annex  Application of DISP 1 to type of respondent / complaint
2G

The table below summarises the application of DISP 1. Where the table indicates
that a particular section may apply, its application in relation to any particular
activity or complaint is dependent on the detailed application provisions set out in
DISP 1.
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Type of DISP 1.1A DISP 1.2 DISP 1.3 DISP1.4-18 DISP 1.9 DISP 1.10 DISP 1.10A DISP 1.10B
respondent/ | Requirements | Consumer Complaints Complaints Complaints Complaints Complaints Complaints
complaint for MiFID awareness handling resolution record rule reporting data reporting
investment rules rules rules etc. rules publication directions
firms rules
firm in relation | Applies Does not Does not DISP Does not apply | Applies as set | Applies as set | Does not apply
to MiFID for retail apply apply 1.7 appliesas | (but see BASP | out in DISP out in DISP
complaints clients and setout in DISP | £1A37UK 1.1A 1.1A
concerning professional 1.1A DISP
MiFID clients, and 1.1A37R
business carrie | (where
d on from an relevant) eligi
establishment | ble
in the UK (or | counterparties
in an EEA
State, in the (see also DISP
case ofa TP 1.1A.6R)
firm with
respect to
services
provided into
the United
Kingdom)
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equivalent
business of a
third country
investment
firm in relation
to MiFID
complaints

Applies as set
out in DISP
1.1A

Does not
apply

Does not
apply

Applies as set
out in DISP
1.1A

Does not apply
(but see BISP
1.1A37EU
DISP
1.1A.37R)

Applies as set
out in DISP
1.1A°

Applies as set
out in DISP
1.1A

Does not apply
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Jurisdiction of the Financial Ombudsman Service

To which activities does the Compulsory Jurisdiction apply?

Activities by firms

(@)

[Note: see article 1(1), 1(3) and 1(4) and article 75 of MiFID;and-articles 1
and 26(5) of the MiFID Org Regulation]

For the purposes of DISP 2.3.1AR, the Ombudsman can consider a complaint
about an act carried out by a MiFID investment firm that is preparatory to the
provision of an investment service or ancillary service which is an integral
part of such a service. This includes, for example, generic advice given by a

MiFID investment firm to a client prior to, or in the course of, the provision
of investment advice or another investment service or ancillary service.

Note: recita 16 of the Mi Jation]

For guidance regarding the type of advice that is considered investment advice
for the purposes of MiFID, see PERG 13.3, Q21.

Record keeping requirements

G

Handbook | Subjectof | Contents of | When record Retention
reference record record must be made period
Bisk MiFID Each MiFID | Not specified | Not specified
+1A37Y | complaints | complaint [Notersee [Note: see
K subject to received and ticl .2593 ticl '22 "
DISP DISP 1.1A. Lhe S(I)_mplamt ticle72_and | MiFID-O
1.1A.37R andfing Annextof | Regulation]

measures the MIFID

taken to Org

address the Regutation]

MiFID

complaint
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and for its
resolution
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Annex L
Amendments to the Professional Firms sourcebook (PROF)

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

2 Status of exempt professional firm

2.1 Designated professional bodies and exempt regulated activities

Exempt regulated activities

2116 G (1) Anexempt professional firm providing a service which is an
investment service is required to do so in accordance with article-4-of

the-MiFID-Org-Regulation paragraph 6 of Part 2 of Schedule 3 to the
Regulated Activities Order.

(2) In the F'CA’s view, PROF 2.1.14G is also relevant for these purposes
as well as the approach to disclosure described in PROF 4.1.4G,
noting that article-4(c)-of the MiFID-Org-Regulation paragraph 6(c)
of Part 2 of Schedule 3 to the Regulated Activities Order imposes a
disclosure obligation when an exempt professional firm markets or
otherwise promotes its ability to provide investment services.
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Annex M
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, suspension and removal of financial
instruments from trading and order execution on regulated markets

2.6.6 UK

2.6.6A For the purpose of paragraph 7E of the Schedule to the Recognition
Requirements Regulations, a suspension or a removal from trading
of a financial instrument will be likely to cause significant damage
to investors’ interests or the orderly functioning of the market in at

least the following circumstances:

By
=

(@) where it would create a systemic risk undermining financial
stability, such as where the need exists to unwind a dominant
market position, or where settlement obligations would not be
met in a significant volume;

(b)  where the continuation of trading on the market is necessary
to perform critical post-trade risk management functions when
there is a need for the liguidation of financial instruments due
to the default of a clearing member under the default
procedures of a CCP and a CCP would be exposed to
unacceptable risks as a result of an inability to calculate
margin requirements;

(c) where the financial viability of the issuer would be threatened,
such as where it is involved in a corporate transaction or

capital raising.

(2)  For the purposes of determining whether a suspension or a removal
is likely to cause significant damage to the investor’s interest or the
orderly functioning of the markets in any particular case, a UK RIE
must consider all relevant factors, including:

(@) the relevance of the market in terms of liquidity where the
conseqguences of the actions are likely to be more significant
where those markets are more relevant in terms of liquidity
than in other markets;
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(b) the nature of the envisaged action where actions with a
sustained or lasting impact on the ability of investors to trade
a financial instrument on trading venues, such as removals,
are likely to have a greater impact on investors than other
actions;

(c) the knock-on effects of a suspension or removal of sufficiently
related derivatives, indices or benchmarks for which the
removed or suspended instrument serves as an underlying or
constituent;

(d) the effects of a suspension on the interests of market end users
who are not financial counterparties, such as entities trading in
financial instruments to hedge commercial risks.

(3) A UKRIE must take into consideration the factors set out in (2)
where it decides not to suspend or remove a financial instrument on
the basis of circumstances other than those listed in (1).

2.6.10 UK
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2.6.11 UK [Neote—article 5ot MiEIR and-MIEIBD-RTS 3] [deleted]
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i | other similar fi iali ! artic] M
. il . :  bonds, i
products-emission-allowances-and-derivatives] [deleted]

2.6.16 UK [Nete-MiFD-RTS1] [deleted]
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16. he i fshare} exchudi . I

§

2.16A Operation of a multilateral trading facility (MTF) or an organised trading
facility (OTF)

2.16A.1 R

D h
Marlets)—the The rules set out by the FCA in MAR 5.10 (Operatlon of an
SME growth market) apply to a UK RIE operating a multilateral trading
facility as an SME growth market, as though it was an a MiFID investment
firm.

3 Notification rules for UK recognised bodies

3.25 Significant breaches of rules and disorderly trading conditions

3.25.1 R
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When assessing whether the requirement to inform the FCA immediately of

significant infringements of the rules of its trading venue or disorderly

trading conditions or system disruptions in relation to a financial

instrument applies, a UK RIE must consider the signals listed in MAR 1

Annex 3R 1.

1

)

When assessing whether the requirement to immediately inform the
FCA of conduct that may indicate behaviour that is prohibited under
the Market Abuse Regulation applies, a UK RIE must consider the
signals listed in MAR 1 Annex 3R 2.

A UK RIE operating one or several trading venues where a financial
instrument and/or related financial instrument are traded must apply
a proportionate approach and exercise judgement on the signals
triggered, including any relevant signals not specifically included in
MAR 1 Annex 3R 2, before informing the FCA, taking into account

the following:

(@)  the deviations from the usual trading pattern of the financial
instruments admitted to trading or traded on its trading
venue; and

(b)  the information available or accessible to the UK RIE,
whether that be internally as part of the operations of the
trading venue or publicly available.

For the purposes of (2) ‘related financial instrument’ means any
financial instrument the price of which is closely affected by price
movements in another financial instrument which is the subject of
investment research, and includes a derivative on that other
financial instrument.

(@) A UKRIE operating one or several trading venues must also
take into account front running behaviours, which consist in
a market member or participant trading, for its own account,
ahead of its client.

(b)  For the purposes of (a) a UK RIE must use the order book
data required to be recorded by the trading venue pursuant to
Article 25 of MiFIR (Obligation to maintain records) — in
particular, those relating to the way the member or
participant conducts its trading activity.

For the purposes of the signals referred to in MAR 1 Annex 3
references to ‘order to trade’ should encompass all types of orders,
including initial orders, modifications, updates and cancellations of
orders, irrespective of whether or not they have been executed and
irrespective of the means used to access the trading venue.

The list of signals of insider dealing and market manipulation is
neither exhaustive nor determinative of market abuse or attempts of
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market abuse, as each of the signals may not necessarily constitute
market abuse or attempts of market abuse per se. Transactions or
orders to trade meeting one or more signals may be conducted for
legitimate reasons or in compliance with the rules of the trading

venue.

Sch 5 Rights of action for damages

Schb5.1 G

There are no rights of action under seetien-150 section 138D of the Act in
respect of any contravention by a recognised body of any rule made under
the Act.
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Annex N

Amendments to the Disclosure Guidance and Transparency Rules sourcebook (DTR)

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

5.4

54.2

Vote Holder and Issuer Notification Rules

Aggregation of managed holdings

R (1)

The parent undertaking of an investment firm authorised by the FCA
or the PRA under the United Kingdom provisions which implemented
MiFID shall not be required to aggregate its holdings with the holdings
which such investment firm manages on a client-by-client basis within
the-meaning-of-Article-2(0-of the- MiFHD-Org-Regulation when
undertaking portfolio management, provided that:
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Annex O

Amendments to the MiFID 2 Onshoring Guide (M2G)

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

2.1

2.14

2.3

2.3.2

2.4

24.1

Onshoring of senior management arrangements and systems and controls
obligations

Background

Main types of senior management and organisational requirements in MiFID 11

G  The general organisational requirements in article 16 are added to by detailed

provisions in the- MiFIB-Org-Regutation SYSC including the following areas:

MIFID Il onshoring and SYSC

G  The combination of senior management and systems and controls requirements
for firms in a directive and regulation means that FCA rules are used to
onshore the provisions in the directive. As such, the approach to
onshoring MIFID I1 retains the familiar approach of the common platform and
the following:
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2.5.2

2.6

2.6.1

2.7

FCA 202X/XX

Navigating SYSC

SYSC 1.1A summarises the application of the sourcebook to different types of
firms. UK MIFID investment firms and MiFID optional exemption firms fall
into the category of ‘every other firm’ in SYSC 1.1A and so the applicable
chapters are 4 to 12, 18, 19A, 19D and 21. The detailed application of the
provisions in chapters 4-10 is cut back in SYSC 1 Annex 1 and it is this annex
which provides the starting point for understanding and determining the
application of the common platform requirements to your business. More
specifically, SYSC 1 Annex 1 Part 3.1G provides a roadmap for individual
categories of firms, including UK MiFID investment firms and MiFID optional
exemption firms, in explaining how the common platform requirements and-the
MiFID-Org-Regulation apply to them. These include requirements that were
previously contained in the MiFID Org Requlation and restated to sit within
FCA rules.

UK MIFID investment firms

G

In the case of UK MIFID investment firms, these are common platform firms for
the purposes of the Handbook so are subject to the following MiFID I1 related
obligations:

MIFID optional exemption firms
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2.7.1 G  MIFID optional exemption firms are subject to the following MiFID 11 related
obligations:

2 Annex1 Overview

G  The diagrams in this Annex provide an overview of organisational requirements
deriving from MIFID Il and the location of their implementation;-as-wel-as-the
i _ o o . . ]

The diagram focuses on the position of UK MiFID investment firms (other than
CPMI and authorised professional firms) and MiFID optional exemption firms.

MIFID Il Organisational requirements for firms

[Editors’s note: The diagram “MiFID II Organisational requirements for firms”
remains the same.]

: lati

[Editors’s note: The diagram “MiFID Org Regulation” is deleted.]
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