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Regulation (EU) No 575/2013 of the European Parliament and of the Council of
26 June 2013 on prudential requirements for credit institutions and investment
firms and amending Regulation (EU) No 648/2012 (Text with EEA relevance)

[X1PART THREE

CAPITAL REQUIREMENTS

TITLE II

CAPITAL REQUIREMENTS FOR CREDIT RISK

CHAPTER 4

Credit risk mitigation

[X1Section 1

Definitions and general requirements

Article 192

Definitions

[F11.] For the purposes of this Chapter, the following definitions shall apply:

(1) ‘ lending institution ’ means the institution which has the exposure in question;

(2) ‘ secured lending transaction ’ means any transaction giving rise to an exposure
secured by collateral which does not include a provision conferring upon the institution
the right to receive margin at least daily;

(3) ‘ capital market-driven transaction ’ means any transaction giving rise to an exposure
secured by collateral which includes a provision conferring upon the institution the
right to receive margin at least daily;

(4) ‘ underlying CIU ’ means a CIU in the shares or units of which another CIU has
invested.

[F22. For the purposes of this Chapter, references to “institutions” as issuers or eligible credit
providers shall also include undertakings established in third countries which would fall within
the definition in Article 4 of this Regulation, if they were established in the United Kingdom.]

Textual Amendments
F1 Words in Art. 192 renumbered as Art. 192(1) (31.12.2020) by The Capital Requirements (Amendment)

(EU Exit) Regulations 2018 (S.I. 2018/1401), regs. 1(3), 135(a) (with savings in S.I. 2019/680, reg.
11); 2020 c. 1, Sch. 5 para. 1(1)
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F2 Art. 192(2) inserted (31.12.2020) by The Capital Requirements (Amendment) (EU Exit) Regulations
2018 (S.I. 2018/1401), regs. 1(3), 135(b) (with savings in S.I. 2019/680, reg. 11); 2020 c. 1, Sch. 5
para. 1(1)

Article 193

Principles for recognising the effect of credit risk mitigation techniques

1 No exposure in respect of which an institution obtains credit risk mitigation shall
produce a higher risk-weighted exposure amount or expected loss amount than an otherwise
identical exposure in respect of which an institution has no credit risk mitigation.

2 Where the risk-weighted exposure amount already takes account of credit protection
under Chapter 2 or Chapter 3, as applicable, institutions shall not take into account that credit
protection in the calculations under this Chapter.

3 Where the provisions in Sections 2 and 3 are met, institutions may amend the
calculation of risk-weighted exposure amounts under the Standardised Approach and the
calculation of risk-weighted exposure amounts and expected loss amounts under the IRB
Approach in accordance with the provisions of Sections 4, 5 and 6.

4 Institutions shall treat cash, securities or commodities purchased, borrowed or
received under a repurchase transaction or securities or commodities lending or borrowing
transaction as collateral.

5 Where an institution calculating risk-weighted exposure amounts under the
Standardised Approach has more than one form of credit risk mitigation covering a single
exposure it shall do both of the following:

a subdivide the exposure into parts covered by each type of credit risk mitigation tool;
b calculate the risk-weighted exposure amount for each part obtained in point (a)

separately in accordance with the provisions of Chapter 2 [F3of this Regulation and
Articles 132a to 132c of Chapter 3 of the Standardised Approach and Internal Ratings
Based Approach to Credit Risk (CRR) Part of the PRA Rulebook] and this Chapter.

6 When an institution calculating risk-weighted exposure amounts under the
Standardised Approach covers a single exposure with credit protection provided by a single
protection provider and that protection has differing maturities, it shall do both of the following:

a subdivide the exposure into parts covered by each credit risk mitigation tool;
b calculate the risk-weighted exposure amount for each part obtained in point (a)

separately in accordance with the provisions of Chapter 2 [F4of this Regulation and
Articles 132a to 132c of Chapter 3 of the Standardised Approach and Internal Ratings
Based Approach to Credit Risk (CRR) Part of the PRA Rulebook] and this Chapter.

Textual Amendments
F3 Words in Art. 193(5)(b) inserted (1.1.2022) by The Financial Services Act 2021 (Prudential Regulation

of Credit Institutions and Investment Firms) (Consequential Amendments and Miscellaneous
Provisions) Regulations 2021 (S.I. 2021/1376), regs. 1(3), 25(22)

F4 Words in Art. 193(6)(b) inserted (1.1.2022) by The Financial Services Act 2021 (Prudential Regulation
of Credit Institutions and Investment Firms) (Consequential Amendments and Miscellaneous
Provisions) Regulations 2021 (S.I. 2021/1376), regs. 1(3), 25(22)
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Article 194

Principles governing the eligibility of credit risk mitigation techniques

1 The technique used to provide the credit protection together with the actions and
steps taken and procedures and policies implemented by the lending institution shall be such
as to result in credit protection arrangements which are legally effective and enforceable in all
relevant jurisdictions.

The lending institution shall provide, upon request of the competent authority, the most
recent version of the independent, written and reasoned legal opinion or opinions that
it used to establish whether its credit protection arrangement or arrangements meet the
condition laid down in the first subparagraph.

2 The lending institution shall take all appropriate steps to ensure the effectiveness of
the credit protection arrangement and to address the risks related to that arrangement.

3 Institutions may recognise funded credit protection in the calculation of the effect of
credit risk mitigation only where the assets relied upon for protection meet both of the following
conditions:

a they are included in the list of eligible assets set out in Articles 197 to 200, as applicable;
b they are sufficiently liquid and their value over time sufficiently stable to provide

appropriate certainty as to the credit protection achieved having regard to the approach
used to calculate risk-weighted exposure amounts and to the degree of recognition
allowed.

4 Institutions may recognise funded credit protection in the calculation of the effect
of credit risk mitigation only where the lending institution has the right to liquidate or retain,
in a timely manner, the assets from which the protection derives in the event of the default,
insolvency or bankruptcy — or other credit event set out in the transaction documentation —
of the obligor and, where applicable, of the custodian holding the collateral. The degree of
correlation between the value of the assets relied upon for protection and the credit quality of
the obligor shall not be too high.

5 In the case of unfunded credit protection, a protection provider shall qualify as an
eligible protection provider only where the protection provider is included in the list of eligible
protection providers set out in Article 201 or 202, as applicable.

6 In the case of unfunded credit protection, a protection agreement shall qualify as an
eligible protection agreement only where it meets both the following conditions:

a it is included in the list of eligible protection agreements set out in Articles 203 and
204(1);

b it is legally effective and enforceable in the relevant jurisdictions, to provide appropriate
certainty as to the credit protection achieved having regard to the approach used to
calculate risk-weighted exposure amounts and to the degree of recognition allowed;

c the protection provider meets the criteria laid down in paragraph 5.

7 Credit protection shall comply with the requirements set out in Section 3, as applicable.

8 An institution shall be able to demonstrate to competent authorities that it has adequate
risk management processes to control those risks to which it may be exposed as a result of
carrying out credit risk mitigation practices.
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9 Notwithstanding the fact that credit risk mitigation has been taken into account for the
purposes of calculating risk-weighted exposure amounts and, where applicable, expected loss
amounts, institutions shall continue to undertake a full credit risk assessment of the underlying
exposure and be in a position to demonstrate the fulfilment of this requirement to the competent
authorities. In the case of repurchase transactions and securities lending or commodities lending
or borrowing transactions the underlying exposure shall, for the purposes of this paragraph only,
be deemed to be the net amount of the exposure.

10 [F5The [F6PRA may] make technical standards] to specify what constitutes sufficiently
liquid assets and when asset values can be considered as sufficiently stable for the purpose of
paragraph 3.
F7...]

Textual Amendments
F5 Words in Art. 194(10) substituted (31.12.2020) by The Capital Requirements (Amendment) (EU Exit)

Regulations 2018 (S.I. 2018/1401), regs. 1(3), 222(1)(a)(2) (with savings in S.I. 2019/680, reg. 11);
2020 c. 1, Sch. 5 para. 1(1)

F6 Words in Art. 194(10) substituted (1.1.2022) by Financial Services Act 2021 (c. 22), s. 49(5), Sch. 1
para. 47; S.I. 2021/671, reg. 5(1)(b) (with reg. 5(2)) (as amended by S.I. 2021/1163, regs. 1(2), 2)

F7 Words in Art. 194(10) omitted (31.12.2020) by virtue of The Capital Requirements (Amendment) (EU
Exit) Regulations 2018 (S.I. 2018/1401), regs. 1(3), 222(1)(b) (with savings in S.I. 2019/680, reg. 11);
2020 c. 1, Sch. 5 para. 1(1)

Editorial Information
X1 Substituted by Corrigendum to Regulation (EU) No 575/2013 of the European Parliament and of the

Council of 26 June 2013 on prudential requirements for credit institutions and investment firms and
amending Regulation (EU) No 648/2012 (OJ L 176, 27.6.2013, p. 1).
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Changes and effects yet to be applied to the whole legislation item and associated
provisions
– Pt. 3 Title 1 Ch. 1 SECTION 2 A 95 repeal by EUR 2019/2033 Regulation (This

amendment by the EU not applied to legislation.gov.uk because it is brought into
force after IP completion day.)

– Pt. 3 Title 1 Ch. 1 SECTION 2 repeal by EUR 2019/2033 Regulation (This
amendment by the EU not applied to legislation.gov.uk because it is brought into
force after IP completion day.)

– Pt. 3 Title 1 Ch. 1 SECTION 2 A 98 repeal by EUR 2019/2033 Regulation (This
amendment by the EU not applied to legislation.gov.uk because it is brought into
force after IP completion day.)

– Pt. 3 Title 1 Ch. 1 SECTION 2 A 96 repeal by EUR 2019/2033 Regulation (This
amendment by the EU not applied to legislation.gov.uk because it is brought into
force after IP completion day.)

– Pt. 3 Title 1 Ch. 1 SECTION 2 A 97 repeal by EUR 2019/2033 Regulation (This
amendment by the EU not applied to legislation.gov.uk because it is brought into
force after IP completion day.)

– Art. 4.1(7) words omitted by S.I. 2018/1401 reg. 64(7)(b) (This amendment not
applied to legislation.gov.uk. Reg. 64(7) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(i))

– Art. 4.1(7) words substituted by S.I. 2018/1401 reg. 64(7)(a) (This amendment
not applied to legislation.gov.uk. Reg. 64(7) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(i))

– Art. 4.1(7) words substituted by S.I. 2018/1401 reg. 64(7)(c) (This amendment
not applied to legislation.gov.uk. Reg. 64(7) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(i))

– Art. 4.1(13) words substituted by S.I. 2024/705 Sch. 2 para. 19(a)
– Art. 4.1(14) words substituted by S.I. 2024/705 Sch. 2 para. 19(b)
– Art. 4.1(14a) words substituted by S.I. 2024/705 Sch. 2 para. 19(c)
– Art. 4.1(26) words inserted by S.I. 2018/1401 reg. 64(20)(a) (This amendment

not applied to legislation.gov.uk. Reg. 64(20) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(ii))

– Art. 4.1(26) words substituted by S.I. 2018/1401 reg. 64(20)(d) (This amendment
not applied to legislation.gov.uk. Reg. 64(20) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(ii))

– Art. 4.1(28) words substituted by S.I. 2018/1401 reg. 64(23)(a) (This amendment
not applied to legislation.gov.uk. Reg. 64(23) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(iii))

– Art. 4.1(28) words substituted by S.I. 2018/1401 reg. 64(23)(b) (This amendment
not applied to legislation.gov.uk. Reg. 64(23) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(iii))

– Art. 4.1(28) words substituted by S.I. 2018/1401 reg. 64(23)(c) (This amendment
not applied to legislation.gov.uk. Reg. 64(23) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(iii))

– Art. 4.1(61) words substituted by S.I. 2024/705 Sch. 2 para. 19(d)
– Art. 4.1(62) words substituted by S.I. 2024/705 Sch. 2 para. 19(e)
– Art. 4.1(63) words substituted by S.I. 2024/705 Sch. 2 para. 19(f)
– Art. 4.1(66) words substituted by S.I. 2024/705 Sch. 2 para. 19(g)
– Art. 4.1(67) words substituted by S.I. 2024/705 Sch. 2 para. 19(h)
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– Art. 4.1(128) word substituted by S.I. 2018/1401 reg. 64(51) (This amendment
not applied to legislation.gov.uk. Reg. 64(51) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(c)(iv))

– Art. 4.1(129) words substituted by S.I. 2024/705 Sch. 2 para. 19(i)
– Art. 11(6)(a) words substituted by S.I. 2021/1078 reg. 4(5)(c) (This amendment not

applied to legislation.gov.uk. Amending provision substituted by S.I. 2021/1376)
– Art. 18(8)(a) words substituted by S.I. 2020/1385 reg. 74(3)(c) (This amendment not

applied to legisaltion.gov.uk. Art. 18(8) substituted (31.12.2020) by S.I. 2019/264,
regs. 1, 5(3).)

– Art. 31(1)(b) words substituted by S.I. 2018/1401 reg. 86(a) (This amendment not
applied to legislation.gov.uk. Reg. 86(a) omitted immediately before IP completion
day by virtue of S.I. 2020/1470, reg. 1(4), Sch. 2 para. 17)

– Art. 31(1)(b) words substituted in earlier amending provision S.I. 2018/1401, reg.
86(a) by S.I. 2020/1301 reg. 3Sch. para. 11(g) (This amendment not applied to
legislation.gov.uk. Reg. 86(a) omitted immediately before IP completion day by
virtue of S.I. 2020/1470, reg. 1(4), Sch. 2 para. 17)

– Art. 31(1)(c) words inserted by S.I. 2018/1401 reg. 86(b) (This amendment not
applied to legislation.gov.uk. Reg. 86(b) omitted immediately before IP completion
day by virtue of S.I. 2020/1470, reg. 1(4), Sch. 2 para. 17)

– Art. 78(1)(b) words substituted by S.I. 2018/1401 reg. 94(2)(a) (This amendment
not applied to legislation.gov.uk. Reg. 94(2) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(h))

– Art. 78(1)(b) words substituted by S.I. 2018/1401 reg. 94(2)(b) (This amendment
not applied to legislation.gov.uk. Reg. 94(2) omitted (6.9.2019) by virtue of S.I.
2019/1232, regs. 1(2), 3(3)(h))

– Art. 124(4)(b) word substituted by S.I. 2018/1401 reg. 225(1)(2)reg. 225(3)(b) (This
amendment not applied to legislation.gov.uk. The words to be substituted in Art.
124(4) are not present following the substitution of Art 124 by Corrigendum to
Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26
June 2013 on prudential requirements for credit institutions and investment firms and
amending Regulation (EU) No 648/2012 (OJ L 176, 27.6.2013, p. 1).)

– Art. 242(10)(c) and word inserted by S.I. 2024/705 Sch. 2 para. 22(b)(ii)
– Art. 244(4)(c) words substituted by S.I. 2024/705 Sch. 2 para. 23
– art. 270a(1A) inserted by S.I. 2024/705 Sch. 2 para. 25(b)
– Art. 325(3)(a) word omitted by S.I. 2018/1401 reg. 157 (This amendment not

applied to elgislation.gov.uk. The words to be omitted are not present in Art. 325(3)
(a))

– Art. 450(1)(d) words substituted by 2021 c. 22 Sch. 1 para. 41 (This amendment not
applied to legislation.gov.uk. Pt. 8 omitted (1.1.2022) by virtue of S.I. 2021/1078,
regs. 1(1), 10 (as substituted by S.I. 2021/1376, regs. 1(2), 32(4)))

– Art. 456(1)(h)(i) omitted by S.I. 2021/1078 reg. 11(2)(a)(iv) (This amendment not
applied to legislation.gov.uk. Amending provision substituted by S.I. 2021/1376)

– Art. 459(b) omitted by S.I. 2021/1078 reg. 11(5)(a) (This amendment not applied to
legislation.gov.uk. Amending provision substituted by S.I. 2021/1376)

– Art. 459(c) words substituted by S.I. 2021/1078 reg. 11(5)(b) (This amendment not
applied to legislation.gov.uk. Amending provision substituted by S.I. 2021/1376)
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