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Introduction 

We are pleased to be able to respond to the PRA’s consultation paper CP 19/171. 
 
UK Finance, which was formed on 1 July 2017 to represent the finance and banking industry operating in 

the UK represents around 300 firms in the UK providing credit, banking, markets and payment-related 

services. The new organisation brings together most of the activities previously carried out by the Asset 

Based Finance Association, the British Bankers’ Association, the Council of Mortgage Lenders, Financial 

Fraud Action UK, Payments UK and The UK Cards Association.  

Overarching points 

Home Supervision 

UK Finance would like the PRA to be more explicit that the scope for the application of the double leverage 

considerations is where the PRA is the group home supervisor and that where the PRA is the host 

supervisor there is no expectation for the UK sub-group to consider the risk of double leverage at the group 

level. 

We note that the proposals announced by the European Commission in the CRD V requiring holding 

companies (Article 21a) to be supervised will likely make much of the intentions highlighted in this 

consultation to become invalid. We query whether, given this, the PRA should wait to see the finalisation 

of the Risk Reduction Package before attempting to address any possible residual risk in this space. 

Individual vs Group 

We note that the PRA requires firms to meet prudential requirements for capital on an individual basis.  

This is justified by the PRA as it is considered that this requirement enables the allocation of financial 

resources between different parts of the consolidation group in a way that accurately reflects the nature, 

level and distribution of the risk to which the consolidation group is subject. 

The PRA additionally requires that, for calculating own funds on an individual basis, firms deduct holdings 

of own fund instruments issued by financial sector entities subject to consolidated supervision.  This 

however can result in an overly prudent and non-risk sensitive reflection of the capital position of the 

affected firm on an individual basis, and can consequently distort the allocation of financial resources 

across a consolidation group of which the firm is a part.    We recommend that the PRA reconsider this 

approach to deduction of these instruments. 

                                                 
1 https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/consultation-paper/2017/cp1917.pdf 
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Supervisory Judgement 

We note that the proposals allow for a significant amount of supervisory judgement to determine the 

amount of group risk that might arise because of the way a firm is set up and managed, but we are 

concerned that group risk is wider than Pillar 2A and 2B and that the way the proposal is written may leave 

firms exposed to arbitrary supervisory judgement. In particular we are concerned that the amount of work 

that firms will have to undertake to prove the mitigation of risks through the ICAAP will not be proportionate 

to the actual group risk that may arise. 

Whilst we understand the risk that the PRA is attempting to reduce in terms of double leverage, we are not 

aware of any evidence that the use of double leverage is causing any material issues and why the PRA is 

choosing to address this at this time given all the work that is being undertaken to introduce internal MREL. 

Legal or practical impediments to transfers 

We note that paragraph at 3.31 of Appendix 1: Draft amendments to Supervisory Statement 31/15 

proposes that management should address possible scenarios in which inflows and outflows may be 

significantly reduced. This highlights a tension between this CP19/17 and its companion CP 20/172 which 

requires (at paragraph Appendix 1: 2.11 of the Draft amendments to Supervisory Statement 16/13) that an 

attestation should be provided by the parent undertaking and the relevant group entities that there are no 

impediments to the transfer of funds or repayment of liabilities.  We would appreciate further discussion on 

this point. 
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