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PURPOSE OF THE PUBLICATION

The Cyprus Securities and Exchange Commission, publishes this Policy Statement to notify
its decision on the grandfathering of the operations of UK Groups operating under the

Temporary Permission Regime, which have sought to establish a physical presence in
Cyprus.

Queries in relation to the content of this Policy Statement may be addressed to the Policy

Department of the Cyprus Securities and Exchange Commission at policy@cysec.gov.cy.
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1. BACKGROUND INFORMATION

1.1. Following Brexit, the Cyprus Securities and Exchange Commission (‘CySEC’),
established a Temporary Permission Regime (‘TPR’) for (ex MIFID 1I') United
Kingdom (‘UK’) investment firms providing investment services and/or
undertaking investment activities to per se’ professional clients and eligible
counterparties, without a physical presence in Cyprus, in view of the fact that
post Brexit (i.e., after 1 January 2021), UK MIFID Il firms became third country
financial institutions® no longer benefiting from the so-called ‘MiFID Il passport’*.

1.2. The TPR has been introduced as a transitional arrangement, in order to provide
the said UK firms with sufficient time to restructure their operations in Cyprus as
third-country financial institutions in a MiFID 1l compliant manner. The reason
for the establishment of the TPR was that at the time of Brexit, no third-country
equivalence decision® was issued by the EU Commission as regards the UK, in
order for the (ex MIFID ll) UK investment firms to actively® deploy their
operations in Cyprus without a branch in the Republic. Thus, the only alternative
left, if no TPR had been established, would have been that of requiring these UK
investment firms to cease their operations post Brexit in Cyprus and apply to
CySEC for a licence to establish a branch in the Republic. In case that cross border
activities to other EEA Member States are envisaged, a licence as a Cypriot
Investment Firm (‘the CIF’) under Law 87(1)/2017 is necessary, as branches of
third country firms do not enjoy the freedom to provide services in the EEA’.

! Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014 on markets in financial
instruments and amending Directive 2002/92/EC and Directive 2011/61/EU (‘MiFID II’).

2The professional clients of the Second Appendix, Part | of the Investment Services and Activities and Regulated
Markets Law (‘Law 87(1)/2017’), transposing Section | of Annex Il of MiFID Il (excluding the professional clients
of Section Il of Annex Il of MiFID Il).

3 See the relevant definition in Art. 2(1)(41) of Regulation (EU) No 600/2014 of the European Parliament and of
the Council of 15 May 2014 on markets in financial instruments and amending Regulation (EU) No 648/2012
(‘MIFIR’).

4 Article 6(3) of MIFID Il, transposed into Cypriot Law by Article 6(3) of Law 87(1)/2017.

5> As per Article 46(1) of MiFIR in conjunction with Article 47(1) of MIFIR, following such equivalence decision
and an ESMA registration, third-country financial institution, such as UK firms, may provide investment services
or perform investment activities with or without any ancillary services to eligible counterparties and to per se
professional clients without a branch, i.e., without a physical presence, in the EU, including Cyprus.

8 For the avoidance of doubt, the TPR is without prejudice to the ‘reverse solicitation’ exemption, in which case
the provision of an investment service and/or the performance of an investment activity by a third-country
financial institution takes place at the exclusive initiative of the EU-based, in casu Cyprus-based, client. As a
result, the said provision or performance is not considered as taking place within the territory of the European
Union, hence not requiring regulatory approval. Further information on the ‘reverse solicitation’ exemption can
be found in Recital (111) and Article 42 of MiFID Il, the latter transposed into Cypriot Law by Article 43 of the
CIF Law; and in Recital (43) and Article 46(5) subpara.2 of MiFIR for the specific cases of reverse solicitation by
eligible counterparties and per se professional clients.

7 Recital 109 of MIFID Il states inter alia the following: “The provision of services by third country firms in the
Union is subject to national regimes and requirements. Firms authorised in accordance with them do not enjoy



1.3.  Bearing in mind the lack of a relevant third-country equivalence decision at EU
level, CySEC amended Directive 87-04 for the provision of services by third
country firms to eligible counterparties and professional clients that do not fall
within the scope of MiFIR (‘DI87-04’), in order to introduce the TPR&.

1.4. In brief and without prejudice to the ‘reverse solicitation exemption’, the TPR
does not require UK investment firms that enjoyed a MiFID Il firm status and
deployed operations without physical presence in Cyprus before Brexit, to
establish a physical presence in the Republic, unlike other third-country firms.
More specifically the TPR applies to the benefit of the said UK investment firms
when:

i.  Providing investment services and/or performing investment activities,
within the meaning of Law 87(1)/2017, with or without ancillary services,
within the meaning of the Law 87(1)/2017; and

ii. Solely with regard to professional clients per se and eligible
counterparties, based in Cyprus.

More information thereupon is provided in DI87-04° and in the Policy Statement
on launching a Temporary Permission Regime for the provision of investment
services to professional clients and eligible counterparties based in Cyprus, by UK
firms (‘PS-02-2020’).

1.5.  CySEC received ninety-six applications by such UK Investment firms, seven of
which were deemed as inadmissible based on the TPR eligibility criteria, whereas
one application was withdrawn after its submission.

1.6. The UK firms in question were granted a temporary permission under DI87-04,
i.e. under the TPR embedded in the said Directive, to provide investment services
and/or perform investment activities, with or without ancillary services, to per se
professional clients and eligible counterparties, based in Cyprus, without having
to establish any physical presence in the Republic up until the 31t of December
2021 (the “TPR Entities”).

1.7. A“Dear Applicant Letter”, dated 27 April 2021, was addressed to TPR Entities, in
order to:

the freedom to provide services and the right of establishment in Member States other than the one where they
are established”.

8 Essentially, the TPR is laid down in Paragraph 6A of Directive 87-04.

9 Available at: https://www.cysec.gov.cy/en-GB/legislation/services-markets/epey/

Available at: https://www.cysec.gov.cy/en-GB/public-info/policy-statements/
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i. Inform them about the incorporation of TPR Entities in a dedicated section
in the CySEC register!?;

ii. Draw their attention to a bespoke section in CySEC’s website, serving as a
Brexit Information Hub?'?, which contains relevant Announcements,
Circulars and Questions and Answers, for the seamless navigation of Brexit
related information;

iii. Outline the next steps, namely that on 1 January 2022, the TPR will expire
and in the absence of an equivalence decision by the European Commission
in relation to the UK relevant regulatory framework and a subsequent
registration with the European Securities and Markets Authority (“ESMA”),
pursuant to Articles 47 and 46 of MiFIR3 respectively, TPR Entities will no
longer be able to provide any investment services and/or perform any
investment activities, with or without any ancillary services, on a solicited
basis in Cyprus (including not to per se professional clients and to eligible
counterparties), without the prior establishment of a physical presence in
the Republic or in another EEA Member State'4; and

iv. Encourage them to formulate a contingency plan for either phasing out
their operations in an orderly fashion, or for the establishment of an
appropriate physical presence® in Cyprus or in another EEA Member State
that best suits their business.

1.8. In formulating the contingency plan referred to in Paragraph 1.7(iv), CySEC
advised TPR Entities, to inter alia take into account:

i.  The time needed for completely phasing out their solicited operations in
Cyprus by 1%t January 2022, should they decide to not establish a physical
presence in Cyprus or in another EEA Member State;

11 Available at: https://www.cysec.gov.cy/en-GB/cysec/brexit/TPR-Register/

12 Available at: https://www.cysec.gov.cy/en-GB/cysec/brexit/

13 Regulation (EU) No 600/2014 of the European Parliament and of the Council of 15 May 2014 on markets in
financial instruments and amending Regulation (EU) No 648/2012.

14 There are two possible forms of physical presence, namely that of establishing a legal entity in an EEA
Member State (‘MS’) and that of establishing a branch. However, in contrast to the case of a fully MiFID II
authorised legal entity established in an EEA MS, which can benefit from the aforesaid MiFID Il passport, a
branch of a third country financial institution (e.g. a branch of a third-country financial institution based in the
UK) established in an EEA MS, may provide its services solely to residents of that Member State where the
branch is located and may not provide any investment services and/or perform any investment activities, with
or without any ancillary services, to residents of other EEA Member States. See footnote 7 above herein.

15 As already mentioned, it will be either an entity established in Cyprus and authorized by CySEC as a CIF or a
branch, i.e. a form of physical presence lacking legal personality and considered to be an organic extension of
the third-country entity, which is authorized by CySEC as a branch of a third-country financial institution under
Article 40 of Law 87(1)/2017 and is allowed to deploy its authorized activities within Cyprus only.
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ii.  The time needed for the evaluation of an application, should they decide
to proceed with establishing a physical presence in Cyprus or in another
EEA Member State.

iii.  Thetime needed for the compliant onboarding of their existing clientele by
a newly established legal entity in Cyprus or in another EEA Member State
(e.g. complying with the target market obligation, performing suitability
and/or appropriateness tests, performing AML checks per client etc.)

iv.  Whether an equivalence decision and a subsequent ESMA registration has
not taken place whilst the year 2021 progresses; and

v.  Whether they intend to undertake any activities that require a specific
form of physical presence in the EEA.

1.9. Amongst the groups®® of the TPR Entities (the ‘TPR Groups’), several sought
to continue their solicited activities in Cyprus.

1.10. The applications received by CySEC are examined on a first come first served
basis, creating thus challenges as to the timely completion of the evaluation of
the applications referred to in Paragraph 1.9. To this end, CySEC decided to issue
this Policy Statement outlining its amended approach.

2. WHO THIS CONCERNS

2.1. This Policy Statement concerns and benefits the TPR Entities, including those
that belong to TPR Groups, where the TPR Entities themselves or the TPR Groups
(as the case may be):

i. Have sought to continue their solicited activities through the establishment
of a physical presence in Cyprus by means of either establishing a third-
country branch'’ or by establishing a new CIF'® or acquiring stakes,
including qualifying stakes'® in an existing CIF and whose applications have
not been fully evaluated yet;

ii. Will seek to continue their solicited activities through the establishment of
a physical presence in Cyprus by means referred to in point i above (as the
case bay be) until 31 December 2021 (i.e. those who will submit a relevant
application until the end of December of 2021).

16 As per Article 2(1) of Law 87(1)/2017: ‘ “group” means a group as defined in Article 2(11) of Directive
2013/34/EV’

17 Article 40 of Law 87(1)/2017.
18 Article 7 of Law 87(1)/2017as further laid down in Title | Ch apter Il of Law 87(1)/2017

19 The latter being subject to regulatory approval under Article 12 of Law 87(1)/2017.



3.1.

3.2.

3.3.

3.4.

3.5.

4.1.

4.2.

POLICY APPROACH AND RELEVANT RATIONALE

In view of the fact that the evaluation of an application for the establishment of
a physical presence in the Republic under one of the forms laid down in section
2.1.i above herein (‘Physical Establishment’) is an elaborated and lengthy
process, CySEC has decided to amend its policy approach on the TPR to avoid
disruption of the existing business of the TPR Entities and to facilitate the
migration of such business to Physical Establishments.

In an attempt to ensure a smooth transition towards Physical Establishment
CySEC has decided to further amend DI87-042° by introducing a grandfathering
clause in relation to TPR Entities, including cases where TPR Entities belong to
TPR Groups, in the cases referred to in Paragraph 2.1 above herein, up until the
completion of the evaluation of the applications in question.

In case of a successful assessment of such application, a period of additional six
months is granted for the smooth and compliant onboarding of clients to the
Physical Establishments and/or for such establishment becoming fully
operational, as applicable.

In view of our policy becoming immediately applicable without any prior
consultation, we have decided to include entities referred to Paragraph 2 (ii)
above herein, to avoid negatively affecting applications that are in the process
of finalization and submission to CySEC.

The amended Directive DI 87-04 (C), is appended herewith as Annex 1.

NEXT STEPS

The TPR entities that will be eligible to continue operating under the TPR after
31 December 2021, will be listed in a bespoke section on CySEC’s website.

The rest of the TPR entities must cease their actively solicited operations in the
Republic by 1 January 2022. We expect that our proactive engagement with such
entities has ensured that a contingency plan is in place for smoothly phasing out
their solicited operations in Cyprus.

20 Already amended by Directive DI87-04(A) and Directive DI87-04(B).



ANNEX 1

1.1 UNOFFICIAL TRANSLATION OF THE AMENDING DIRECTIVE

DIRECTIVE DI87-04 (C) OF THE CYPRUS SECURITIES AND EXCHANGE COMMISSION
FOR THE PROVISION OF SERVICES BY THIRD COUNTRY FIRMS IN THE REPUBLIC OF
CYPRUS TO ELIGIBLE COUNTERPARTIES AND PROFESSIONAL CLIENTS IN THOSE
CASES THAT DO NOT FALL WITHIN THE SCOPE OF REGULATION (EU) NO. 600/2014 ON
MARKETS IN FINANCIAL INSTRUMENTS (MIFIR)

(Amending Directive DI87-04)

The Cyprus Securities and Exchange Commission, in accordance with the power vested in it by virtue of section
96 of the Provision of Investment Services, the Exercise of Investment Activities, the Operation of Regulated
Markets and other related matters Law of 2017, issues the following Directive:

Short Tide. 1. The present Directive shall be cited as Directive DI87-04 (C) of the Cyprus
Securities and Exchange Commission for the provision of services by third country
RAD. 52018 firms in the Republic of Cyprus to eligible counterparties and professional clients

in those cases that do not fall within the scope of Regulation (EU) no. 600/2014 on
markets in financial instruments (MiFIR) and shall be read in conjunction with
Directive DI87-04, Directive DI87-04(A) and Directive DI87-04(B) of the Cyprus
Securities and Exchange Commission for the provision of services by third
countries firms in the Republic of Cyprus to eligible counterparties and professional
clients in those cases that do not fall within the scope of Regulation (EU) no.
600/2014 on markets in financial instruments (MiFIR) (hereinafter the DI87-04,
DI87-04(A) and DI87-04(B) will be cited as the ‘main directive’) and the main
directive and this Directive will be cited together as the Directives for the provision
of services by third country firms to eligible counterparties and professional clients

R.A.D. 645/2020
R.A.D. 41/2021

of 2018 to 2021.
Amendment of 2. Paragraph 6A of the main directive is amended by means of replacement of
Paragraph 6A. subparagraph (2) with the following new sub-paragraphs:

‘(2) By way of derogation from the provisions of paragraph 4(1)(ii) and paragraph
4(2) and without prejudice to the provisions of paragraph 5, following the period
refer to in point (i) of subparagraph (1), the Investment Firms of sub-paragraph (1)
may continue providing investment services to eligible counterparties or/and to
professional clients within the meaning of Part | of the Second Appendix of the Law,
provided that they have submitted to the Commission by 31 December 2021;

(a) an application for acquiring a qualifying holding in a CIF, in accordance with
the provisions of Article 12 of the Law; or

(b) an application for the establishment of a branch in the Republic, as per
paragraph 4(2),

up until the completion of the evaluation of the application by the Commission and
for a period up to six (6) months after the approval of the application or the granting
of an authorisation to the branch, as the case may be.

(3) The provisions of subparagraph (2) apply in relation to the Investment Firms of
sub-paragraph (1), also in the following cases:

(i) where the Investment Firms of sub-paragraph (1) belong to a group and an
application for granting a CIF authorisation has been submitted to the
Commission up until 31 December 2021, by a member of the group, in
accordance with Chapter | of Title Il of the Law;

(i) where the Investment Firms of sub-paragraph (1) belong to a group and an
application for acquiring a qualifying holding in a CIF has been submitted to the
Commission up until 31 December 2021, by a member of the group in
accordance with the provisions of Article 12 of Law;

(iif) where the Investment Firms of sub-paragraph (1) belong to a group and an
application for establishing a branch in the Republic has been submitted to the

8



Entry into force

3.

Commission up until 31 December 2021, by a member of the group, as per
paragraph 4(2).

(4) Following the period refer to in sub-paragraph (2), Investment Firms of sub-
paragraph (1) may continue providing investment services to professional clients
and/or to eligible counterparties in the Republic, only if a branch has been
established in the Republic.

This Directive shall enter into force on the day of its publication in the Official
Gazette of the Republic

1.2 AMENDING DIRECTIVE IN GREEK

OAHrIA OA87-04 (I') THZ ENITPONHZ KE®AAAIATOPAZ KYMNPOY INA THN MAPOXH YNHPEZIQN
ANO ENIXEIPHZEIZ TPITQN XQPQN ZTHN KYNPIAKH AHMOKPATIA ZE EMIAEZIMOYZ
ANTIZYMBAAAOMENOYZ KAI ENATTEAMATIEZ MEAATEZ ZTIZ MNEPINTQZEIZ MOY AEN EMNINTOYN
2TO NEAIO TOY KANONIZMOY (EE) APIO. 600/2014 I'lA TIZ ATOPEZ XPHMATOMNIZTQTIKQN MEZQN

(MIFIR)

(TpoTrotroinTikh TNG Odnyiag OA87-04))

H Emrpoti KepaAaiayopdg Kutrpou cUupwva pe Tnv €€ouaia mou Tng Trapéxel 1o apbpo 96 Tou Tepi TG
Mapoxng Emevdutikwyv Ymnpeoiwv, TG Aoknong Emevdutikwyv ApacTtnpiotAtwy, Tng Agimoupyiag
PuBuigéuevwyv Ayopwv kai GAwv cuvagwy Bepdtwyv Nopou Tou 2017, €kdidel Tnv akéAoubn Odnyia:

2UVOTITIKOG
TiTAOG.

K.A.T. 5/2018
K.A.N. 645/2020
K.A.M. 41/2021/

Tpotrotroinon

TNG TTapaypPAPou
6A

1.

H trapouoca Odnyia Ba avagépetal wg n Odnyia OA87-04 (M) tng EmtpoTtng
Kepahaiayopdg yia tnv Mapoxr uTinpeCIwV OTTo ETTIXEIPACEIS TPITWV XWPWV OE
€MAECINOUG avTIOUPBAAAOUEVOUG Kal ETTAYYEAUATIEG TTEAGTEG OTIG TTEPITITWOEIG TTOU
Oev eutrimTouv aTto Tredio epappoynig Tou Kavoviopou (EE) apib. 600/2014 oTig
xpnuatomoTwTikég ayopés (MiFIR) kar Ba diaBdaletal yadi pe Tnv Odnyia OA87-04,
v Odnyia OA87-04(A) kai Tnv Odnyia OA 87-04(B) Tng EmtpoTriig Kepahaiayopdg
yIO TNV TTIOPOXN UTINPECIWV atrd ETMIXEIPNOEIS TPITWY Xwpwv oTnv KuTrpiokn
Anpokpartia g€ eTMAEYPEVOUG QVTITIPOCWTTOUG KOI O€ ETTAYYEAUATIEG TTEAATEG, OTIG
TIEQITITWOEIG TTOU OeV EUTTITITOUV 0TO TTEdio epappoyrg Tou Kavoviouou (EE) apib.
600/2014 oT1ig xpnuaTotoTwTIKEG ayopés (MIFIR) (Trou oTo e€fg n OA87-04, OA87-
04(A) kai OA87-04(B) Ba avagépovTtal wg n «Bacikr) odnyia») kal n Bacikh odnyia
kal n Tapouoca Odnyia Ba avagépovtal pali wg or Odnyieg yia Tnv lMapoxn
UTTNPECIWYV OTTO ETTIXEIPATEIG TPITWV XWPWV O€ ETTIAEEINOUG aVTICUUBAAAOUEVOUG Kal
emayyeAparieg eAdTeg Tou 2018 £wg 2021.

H mapdypagog 6A NG BACIKAG 0dnyiag TPOTTOTTOIEITAI JE TNV AVTIKATAOTAGN TNG
UTTOTTOPAYPAPOU (2) YE TIG AKOAOUBEG VEEG UTTOTTOPAYPAPOUG:

«(2) Kara mapékkAion Twv diatdfewv Tng Trapaypdeou 4(1)(ii) kar Tng
TTapaypa@ou 4(2) kal aveu eTTNPeacol Twv dlatagewy NG TTapaypd@ou 5, ue
TNV MAP0odo TNG dwdeKANNVNG TTEPIOOOU TTOU avAPEPETAl OTO oneio (i) TNG
utrotrapaypdgou (1), Emixeipnoeig  Emevdutikwy  YTpeoiwv g
utroTrapaypd@ou (1) dUvavial va OUVEXIOOUV TTAPEXOUV  ETTEVOUTIKEG
UTTNPETIEG 1 VO €KTEAOUV €TTEVOUTIKEG OpaCTNPIOTNTEG ME 1 XWPIg
TTOPETTOPEVEG UTTNPETIEG TTPOG ETTIAECIMOUG avTIOUPBaAAGuEvoug ri/kal o€
emayyeAyarieg 1TeAdTEG Katd TV €vvola Tou Mépoug | Tou AeglTepou
MapaptAparog Tou Népou, epdoov £xouv uttoBdAel oTnv EmiTpotrA £éwg Tig 31
AekepuBpiou 2021:

(a) aitnon yia amokTnon €1dIknG cuppeToxns oe KEMEY, olppwva pe TIg
dlatdagelg Tou apBpou 12 Tou Nopou,

(B) aitnon yia eykatdoTaon UTTOKATOOTHAMATOG OThn Anpokpartia, Bdoel 1ng
TTapaypdagou 4(2),

Kal ETMTPETTETAl va TO TIPATTOUV HEXPI TV OAOKApwon e&étaong Tng
uttoAnBeicag aitnong atod Tnv EmiTpoTrA Kai yia didatnua péxp! €€ (6) unvwyv
MeTd TNV €yKpion TNG aitnong f TnG Xoprnynong adeiag AeToupyiag aTo
UTTOKATAOTNHA, avaAOYywG TNG TTEPITITWONG.



(3) O1 diatdgeig NG uttoTTapaypdaou (2) 1oxlouv uTrép Twv Emixeiprioswy
Mapoxng Emevdutikwyv YTnpeoiwv Tng utromrapaypdeou (1) kai oTIg
aKOAOUBEG TTEPITITWOEIG-

@iy orav ol Emyeiproeig Mapoxng EtmevduTikwy YTNPECIwV Tng
uttoTrapaypd@ou (1) avikouv o€ OpIAo Kal uttoBAnBei aitnon otnv
Emrpoty  yia yxoprAynon adelog Aermoupyiag KEMEY éwg T1ig 31
AekepBpiou 2021 ammd péAog Tou opidou oUppwva pe To KepdAaio | Tou
TitAou Il Tou Nopou-

@iy otav o Emyeipoeig lMapoxnig Emevdutikwyv YTNpeoiwv NG
uttotrapaypd@ou (1) avrikouv o€ OpIAO Kai uttoBAnBei aitnon otnv
Emmpory  €wg mg 31 AekeuPpiou2021 amd péAog Tou opilou yia
amokTnon €10IkAG ouppeToxng o€ KENMEY, olpgwva pe 1o dpbpo 12 Tou
Noépou-

(i)  oTav o EmyeipAoeig lMapoxng Emevdutikwyv YTNpeoiwv Tng
uttotrapaypd@ou (1) avrikouv oe OpIAO Kai uttoBAnBei aitnon oTtnv
EmitpoTr) yia eyKaTtdoTaon UTTOKATAOTAKATOS 0T Anuokpartia €wg TIG
31 AekepBpiou 2021 atmd péAog Tou opidou Bdaael TG TTapaypapou 4(2).

(4) Me 1n AAgn Tng TTpoBeopiag Twv £€1 (6) PNVWV TTOU TTapEXETAl OTNV
utroTrapaypa@o  (2), Emixeipnoeig  Emevdutikwv  YTINpeoiwv NG
utroTrapaypd@ou (1) dUvavial va OUVEXIOOUV TIAPEXOUV  ETTEVOUTIKEG
UTTNPECIEG 1 VO  €KTEAOUV €TTEVOUTIKEG OpaCTNPIOTNTEG ME N XWPIG
TTAPETTOPEVEG UTTNPETIEG TTPOG E€TTIAECIMOUG avTIoUPBaAASuevoug ri/kal o€
eTmayyeAparieg TeEAGTEG Katd Tnv €vvoia Tou Mépoug | Tou AeuTepou
MapaptAparog Tou Nopou, pévo gdv £XOUV EYKATOOTHOEN UTTOKATACTNUO OTN
Anuokparia.

‘Evapén 1ox00g 3. H mapouoa Odnyia 1ox0el amd Tn dnuoagieucn Tng otnv Emionun E@nuepida Tng
Anpokpariag.
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